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INTRODUCTION 

As authorised by the Public Accounts Committee, I hereby present 
this Eighth Report on the Appropriation Accounts (Civil), 1960-61 
and Audit Report, 1962, etc. which were laid on the Table of the House 
on the 4th June, 1962. 

2. In this Report the Committee have dealt with matters arising 
from the Accounts, etc., relating to the Civil Ministries, other than 
those already dealt with in their Sixth and Seventh Reports (196263). 

3. The Committee examined these Accounts and Audit Report at 
their sittings held in Septemb~r and October, 1962 and January and 
February, 1963, * 

4. This Report was considered and approved by the Committee at 
their sitting held on the 8th March, 1963. 

5. A brief recotd of the proceedings of these sittings has been 
maintained and forms part of this Report (Part 11) .* 

6. A statement showing the summary of the principal conclusions/ 
recommendations of the Committee has been appended to this &port 
(Appendix IV). For facility of reference, these have been printed 
in thick type in the body of the Report. 

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

8. The Committee would also like to express their thanks to the 
Secretaries and officers of the various Ministries/Deparhnents of the 
Government of India for the c+opration extended by them in giving 
information to the Committee during the course of evidence. 

NEW DI&LHI; MAHAVaR TYAGI, 
The 8th March. 1963. -----~ ....- ---.- Chaifmon, 
Phalgunu 17, 1884 (Suka). Pubtic Amounts Committee. 
-." .--- .. -.*-------- - .--- - --- --- - --- 

*Not printed (One cyclostyled copy laid on the Table and Ave copies 
placed in the Parliament Library). 



I. Financial Results of the Governhent of India (Civil Grants), 
1960-61 

The table given below shows the amount of Original and Supple- 
mentary grants and appropriations, the actual expenditure during 
the year 1960-61 and the savings: 

(In crores of rupees) ------ 
Total Actual Savings Percentage 

Grants/ Expendi- (3 to 2) 
Appropri- twe 

ationa - - - - -- - 
- --- - - I 2 3 4 - 

Grants Votcd by 
Parliarnent- 
Original-I ,3 9.32 
Supplementary-91 .52 t~oo.8q  1,281.82 119.02 8.5 

Appropriations to meet the 
expenditure charged on 
theConsolidated Fund of 
India- 
Original--6,006.01 
Supplementary-g. I 8 6,or 5.19 5,634.30 380.89 6.3 -- - 

TOTAL 7416.03 6,916.12 499.91 6.7 

Savings in Voted Grants and Charged Appropriations- 
2 The overall saving of Rs. 499.91 crores may be analysed as 

follows:- 
(In crores of rupees) 

---.- - - -  _ - - -- _ - -- - -- 
S ~ v ~ n g s  Excesses Net savings taking 

all voted grants! 
charged appropria- 
tions. 

Voted Grants 125.20 6.18 I 19.02 
(in 120 grants) (in I I grants) 

Charged Appropri- 
ations 380.89 '0032 

(in 34 appropri- (in 3 appropri- 
3%.& 

at ions) ations) _ .-____-_ -- - - - - - -  - --- - - -  --- - 
In 54 grants the savings exceeded 10 per cent. of the funds provided 

and in 21 of these cases the savings exceeded 20 per cent. 
3. Excesses over Grants.--There were excesses in 11 grants a p  

gating Rs. 6.18 crores, and in 3 appropriations aggregating Rs, 31.697 



against nil provision. The Committee have exaxninexi these excesses 
and recolmended their regularisation by Parliament in the manner 
prescribed in Article 115 of the Constitution in their Third Report 
(Third Ldt Sabha). 

4. Supplementary Grants, AppmpriatCons.-During the year 37 
mppkrnentary grants totalling Rs. 91-52 crores were voted by Parlia- 
anent. 10 supplementary appmpriat~ons aggregating Rs. 9.18 cxwes 
were also obtained in the charged section of the grants. 

The supplementary provision totalling Rs. 1 5 4  crores proved 
entirely unnecessary in 11 cases as the expenditure did not even 
came up to the original grant or appropriation. In 8 of these cases, 
the supplementary provision had been obtained as late as in Feb- 
ruary, 1961. 

Further, the supplementary provision proved excessive under 12 
grants or appropriations; while the supplementary provision under 
these totalled Rs. 12-50 crores. the amount utilised was Rs. 7.8 crores. 

The supplementary provision. however, proved inadequate in 5 
other cases. In these cases the supplementary grants totalled 
Rs. 26.93 crores and the total excess under these grants over and 
above the supplementary grants amounted to Rs. 5: 98 crores. 

11. Budgeting and Control Over Expenditure 
5. Total savings.-The percentage of savings in the total grants 

and appropriations for the 5 years ending 1960-61 is given below: - 
(In crore.; of' rupees) 

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

Year Total of Voted Grants  and Amount of Percentage 
Charged Appropriations saving 

-- 

19947 4279 650 1 5 . 2  

1957-58 5499 22 1 4 . 0  
v w s 9  '%9 443 6 4 
1959do 7308 25 5 3.5 
1g&>-61 7416 500 6-7 - -- - . ---- - .  ---- - 

The position in 196041 showed some deterioration as compared 
with the three earlier years. 

During evidence, the representative of the Ministry of Finance stat- 
ed that out of the total saving of Rs. 500 crores during the year 1960-61, 
an amount of Ra. 394 crores was only a national s;sving, as it related 
to "repayment of debt". This saving was mainly due to lemP floatation 
of treasury bills than anticipated partly because of receipts (amwnt- 
hg to Bs. 240 crons) from PL 480 which were ongmdly wed to be 
d q m d t d  in the State Baak of India. Th6 Camndtt.c derbe th.1 tbe 



pmmnt procedure of inc1uding savings under bate& of -' 

bills which were grossed up four ti.lles for inelusion in the badget 
should be reviewed in consultation with the Comptroller & A&r 
General. I 

In extenuation of savings which was a perennial problem and 
practically universal in all the Ministries, the representative of the 
Ministry of Finance stated that in the context of the developanent 
plan, the projection of basic expenditure was spread over a period of 
five years; annual allocation were made out of the planned ex-- 
ture. The administrative Ministries did not like interference by tbe 
Ministry of Finance in reducing the annual allocations as that might 
result in slowing down development programmes. 

The representative of the Ministry of Finance added that anothes 
aspect of the problem was that at present there was no concept of 
balancing the revenue budget with taxation and capital budget with 
loans. The targets of taxation and borrowing were also fixed over a 
period of five years, and as such gap between estimates and expen- 
diture was not really a matter of concern In the present kihd of 
economy. The savings only reduced the amount of deficit financing. 

While the Committee appreciate the Finance Ministry's paint of 
view, they feel that the question should not be looked at from this: 
angle. Large savings are indicative of bad budgeting as they cluvly' 
prove the inability to spend usefully the funds to the extent anticipat- 
ed. In the context of the development plans it becomes all tbe m o d  
necessary that the administrative ministries should frame their -ti-: 
mates more realistically so that Parliament is not asked to vote for 
funds which cannot be utilised. The year 1960-61 being the k t  yeu 
of the Second Five Year Plan should have made up the shortfalls in 
the planned expenditure of the earlier years. 

6. The Committee will n?w deal with a few selected cases of 
savings under the individual ministries. 

Ministry of Food & Agriculture 
Grant No. 37--Forest-Final Grant Rs 280 iakhs and Savings 

Hs. 3696 lakhs. 
Grant No. 38-Agriculture-Final Grant Rs 1054.02 lakhs and' 

Sevings Rs. 87-83 ldchs. 
Grant No. 4LAnimal Husbandry-Final Gmnt Rs. 280-99 lakhs 

and Savings. Rs. 48-41 Iakhs. 

The Committee were informed that savings were partly due to 
delay in execution of certain schemes by the State Governments who 



received Central assistance. The Government satisfied themselves 
through progress reports that the schemes were executed according 
to the approved plan. 

The question of utilisation of Central assistance to States was dealt 
with in para 18 of the Eighth Report (Second Lok Sabha) of the 
Public Accounts Committee.. The Committee were thereupon in- 
formed that a new procedure had been devised to ensure that the 
provision made in the budget was utilised by the State Governments. 
The Committee feel concerned to find that savings continue to occur 
in the schemes executed by the State Governments. They dash 
that the system should be reviewed with a view to providing for 
realistic estimates in this behalf in the budget placed before Parlia- 
ment. 

Ministry of Rehabilitation 

Grant No. 127.-Capital Outlay of the Ministry of Rehabilitation- 
Group Head B(1)-Dandakaranya Development Scheme. 

7. There was a saving of Rs. 1.89 crores as compared to the origi- 
nal grant of Rs. 4.30 crores under this head which had been stated to 
be due to the slow progress of work. The slow progress was attribut- 
able to the arrival of less number of displaced persons in Danda- 
karanya. 

The Committee feel concerned to note shortfall under this impor- 
tant scheme. They suggest that the Ministry should take all possible 
steps to publicise the scheme in order to attract more displaced 
persons. 

Ministry of Transport & Communications (Department of Transport) 

Grant No. 132-Capital?%lay on Ports. 

8. There was a saving of R.s. 87.84 lakhs over the total grant of 
Rs. 290.22 lakhs. The savings were stated to be due to less expendi- 
ture than estimated on the Ports at Kandla and Visakhapatnarn. At 
Kandla a provision was made for two additional berths. On a re- 
assessment of the traffic, however, the work on the sixth berth was 
stopped which resulted in saving. At Visakhapatnam after the work 
was started it was found that the condition of the soil was different 
from what was anticipated and the scheme had to be reviewed. The 
! Committee feel that the estimates could have been more mlhtic with 
proper assessment of traffic in case of Kandla port and detailed survey 
i of wfl in the case of VisPkhapatnnm port. 



Department of Communications & Civil Aviation 
Grant No. 90-Aviation-Final Grant Rs. 694.20 lakhs and Savings 

Rs. 203.83 lakhs. . 
Grant No. 131--Capital Outlay on Civil Aviation-Final Grant 

Rs. 459.60 lakhs and Savings Rs. 107.06 lakhs. 
Grant No. 134--Other Capital Outlay of the Ministry of Transport 

& Communications-Final Grant Rs. 1362.27 lakhs and Savings Rs. 
177.25 lakks. 

9. The Secretary, Department of Communications and Civil Avia- 
tion explained that savings occurred mainly in expenditure on (i) 
procurement of stores from abroad and lii) construction works. In 
regard to the procurement of stores from abroad, the witness stated 
that the existing procedure was dilatory. Under the system before 
entering into any commitment for foreign exchange a provision was 
required to be made in the budget estimates. Later, due to various 
reasons, either the supplier was not able to deliver the goods in time 
or the requisite debits were not r&sed within the financial year, 
which resulted in savings. 

The Committee suggest that the present procedure should be 
reviewed to remove diaculties. At the time of making budget provi- 
sion for imported equipment, the possibility of their procurement 
within the financial year should be carefully examined; otherwise, 
only a token provision should be included in the budget to be followed 
by a supplementary grant, if necessary. The Committee also feel that 
closer coordination between indentors and suppLiers will a h  ease 
matters. They would reiterate the recommendations contained in 
para 5 of their Report on the Accounts for 1947-4.8 (Post-Partitiom) 
and para 15 of the First Report (First Lok Sabha). 

Ministry of Works Housing & Supply 
Grant No. 13LDelhi Capital Outlay-Final Voted Grant Rs. 

685.88 lakhs and Savings h. 182'13 lakhs. 
Grant No. 136-Capital Outlay on Buildings--Final Voted Grant 

Rs. 983.84 lakhs and Savings &. 129.53 lakhs. 
10. The Secretary of the Ministry of Works, Housing & Suppiy, 

stated that the extant procedure for commencement of warks, prepa- 
ration of estimats ctc. was defivtive and unless it was wmpiified c- 
of non-utilisation of funds were bowd to recur. In reply lo a ques- 
tion, the witness stated that it took normally six to nine months to 
start construction work after the requisite sanction was accorded. 

Tbe Committee feel concerned over the large savings in works 
oxpeodit~re coming to their notice year after gear. The Committee, 
de&e that the p-nt procedure should be reviewed with view to, 



removing bottlenadro in co~rmeaccmsd m d  yragrass d works. The 
!committee also suggest that in case of new schemes where (bre are 
no reasonable chances of executing works duriWng the finanFial year 

!due to dilsrulties like acquisition of land etc. only a token provirion 
'&ld be inclmdd in the budget. 

Ministry of External Affairs 
Grant No. 16-Tribal Areas-Final Grunt Rs. 1027.74 lakhs and 

Savings Rs. 108.79 lukhs. 

11. There was a saving of Rs. 79 lakhs due to non-implementation 
of the scheme of standardisation of Assam Rifies. The Director 
(Finance) of the Ministry of External Affairs stated that the question 
of standardisation had to be decided in consultation with the various 
ministries and also the Standardisation Committee of the Minutry of 
Defence. He admitted that the time taken in this behalf was un- 
usually long, even though the scheme was sanctioned more than a 
year ago A similar position existed in regad to educaiion under 
the same grant. The witness stated that ~t was difficillt io get the 
right type of men for the interior but a svstem had h e n  ~ n t r o d u d  
to encourage iarge number of tribal students by grant of scholarships 
to them so that thev went back to work in their areas. 

The Committee feel that enough attention is not being paid to the 
tribal areas. They suggest that a small advisory committee c o d s t -  
ing of members of Parliament from the arca may be con~tituted~to 
advise Government on these matters. 

Surrender of Savings 

12. Under the rules, savings occurring within a grant lappropria- 
tion are required to be surrendered as soon as the possibility of such 
savings is envisaged without waiting till the end nf the vear 

During the year, out of the total savings in all grants and appro- 
priations amounting to Rs. 499.91 crores, a sum of Rs. 492.95 mores 
was surrendered. Of this. a sum of Rs. 489.45 crores was surren- 
dered in March, 1W1. 

The representative of the Ministry of F'lnance stated that the 
necessary inpuctions had already been issued to the rrdmirustrative 
Ministries for exercising strict budgetary control and surrendering 
savings immediately they were foreseen. The Committee are far 
from happy over the practice of surrendering funds in the last month 
of the financial year. They desire that serious notice should be taken 
ot tbe disregard of the instructions Issued by the Ministry of Ffasaee 
in this bobalf. 



IMPORTANT OBSERVATIONS ON INDIVIDUAL MINISTRIES 

13. In the following paragraphs, the Committee refer to some of 
the important points that they amsidered in the course of examina- 
tion of the Accounts relating to various Ministries, etc. 

MINISTRY OF COMMERCE AND INDUSTRY 

Exhibition of Indian Goods abroad, pages 35 to 37, para 18. 

Exhibitions of Indian Goods abroad.-As a measure of export 
promotion, the Ministry organises exhibition of Indian goods abroad 
and also arranges for India's partxipation in Trade Fairs. The 
defective planning and execution of the arrangements connected 
with some of the exhibitions held in the past had been a subject of 
comment by the Public Accounts Committee in the past. [See para- 
graph 22 of their 18th Report (1958-59)]. 

During the years from 1959-60 to 1961-62 Government organbed ' 
participated in about 45 such exhbitions and fairs involving an ex- 
penditure of Rs. 8.23 lakhs in Lndia and Rs. 41-32 iakhs abroad (Total 
Rs. 49.55 laws). About 15 of these came under iocal sadit during 
the course of inspection of the Indian Missions. 

The Committee dmred to know the reasons for the dt-lavs in des- 
patch of exhibith for display in the exhibitions abrond resulting in 
unnecessary loss to the Government. The Additional Secretam of 
the Minlstry of Commerce & Industry s*ated that there were many 
difficulties in regard to the collection of exhibits. gettlng them pack- 
ed, sending them to the port and despatchtng them through the right 
steamer If all this was arranged too much 111 advance. !he expendi- 
ture on storage and insurance in India and abroad would be prettv 
high. He maintained that in the totditv of circumstanceb such delays 
could not be avoided in a few exhibitions He further stated that 
after it was decided to participate In an exhibition, all the Commo- 
dity Boards, Export Promotion Councils, individual A m .  etc were 
informed about the decision with detailed programme. Besides. 
keepkg in view the timing of the exhibition and the availnbilitv of 
steamer facilities, a time-table was drawn up bv which all the exhl- 
bits should reach the port. In most of the c-a=, the exhhits were 
received in time but in some cases thev were clelaved on account 



of the cirmunstances beyond the control of Government. Further, 
if all the exhibitors did not send their exhibits in time, efforts were 
made to fill the gap a little later to ensure that all the exhibits 
reached in time for that exhibition. With regard to selection of arti- 
cles, it was stated that the parties concerned were free to decide as 
to which articles they should exhibit. 

Some of the points which came to notice of Audit are mentiqed 
below:- 

(a) Instances of exhibits being received too late for display 
were noticed in four cases. 

Out of 131 packages of exhibits despatched for the Lyons Fair, 
held from 4th April to 14th April, 1959, 26 packages reached the place 
only on the 3rd April, and 4 packages were received there after the 
fair was over. 

In the 1959 International Trade Fair in Tokyo, held from 5th May 
to 22nd May, 1959, 34 packages of exhibits were received on the 14th 
May, 11 pwka~es  on the 20th May and 19 packages still later. 

In the Canadian National Exhibition, Toronto, held from 26th 
August to 12th September, 1959, 10 packages of exhibits reached the 
place only on the 17th August and were returned unopcncd to India. 

In the Izmir International Fair, 1960, held from 20th August t,o 
20th September, 1960, the bulk of the goods meant for the Fair were 
received there after the Fair was over. 

(b) In one case after taking an initial decision to participate in a 
fair and entering into financial commitments the arrangement was 
cancelled at the last moment. 

In this case the Turkish Government allotted an import quota of 
$9,00,000 and the Indian Mission at Ankara entered into a contract 
with a local firm for the organisation of the Izmir International Fair 
1961; but the matter was not ultimately pursued further as the terns 
of the contract were found unacceptable to thc State Trading Corps- 
ration who had been entrusted with the export of the exhibits. 

(c) In the Lyons Fair 1959, Brno Trade Fair 1959, and Tokyo In- 
ternational Trade Fair 1959, it  was noticed that propw stock regis- 
ters and inventories d exhibits had not been kept. Tt was not p- 
sible for audit to verify the ultimate diqxm-d of all the exhibits 
received. 



Giving the facts of the case, the witness stated that 106 packages 
containing the exhibits reached there in time and 5 packages reached 
during the period of the fair and the exhibits were displayed. It was 
added that none of these packages reached their destination after the 
Fair was over; but there was some delay in their receipt because of 
delay in s a i l i n g w n e  ship scheduled to sail on the 26th February 
actually sailed on the 4th March and another scheduled to sail on the 
10th March left two days later. There was also congestion at the 
port of Genoa. With regard to delay on the part of individual par- 
ties, the Committee were informed that 30 cases were received late 
for shipment by the first sailing. Therefore, one case was airlifted by 
the party itself to Paris and it was despatched to Lyons. It was fur- 
ther stated that transport and shipping charges except air freight 
were shared by Government and the owners of the articles. 

International Trade Fair 

The witness stated in extenuation that out of 45 packages, 34 
packages reached Tokyo on the 14th I'vlay. 1959 and the material was 
displayed from the 14th to 22nd May, 1959. The remaining 11 cases 
reached Tokyo on the 20th May, 1959 and were not released by the 
Customs and therefore the exhibits could not be displayed. With 
regard to delay in despatch of articles, it was stated that the fist 
sailing which was scheduled fcr the 26th March, materialised a fort- 
night later i.e.. on the 6th April. The second consignment was sent 
by the second boat which started earlier than the first but reached 
Japan later and as such both voyages were delayed. The Mission in 
Tokyo, however, got the first shipment cleared at the earlier port of 
call. It was transported by road and put on display. 

The Canadian National Exhibition, Toronto. 

The Committee enquired why the packages were not opened. The 
representative of the Ministry stated that the 10 packages in question 
were actually received at Toronto on 25th August, 1959, i.e. a day 
before the opening of the Exhibition. They were not displayed 
because the Mission there did not And it possible to disturb the dis- 
play already arranged. 

I m i t  l n t m t i o n a l  Fair. 

Explaining the position in this regard, the representative of the 
Ministry stated that a Turkish firm named Itimat Ticaret Eui had 
entered into an agreement with the Indian Ambassadbr in Turkey 
in March, 1960 to organise the Indian Pavilion, and to sign specific 
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contracts with the State Trading Corporation for purchasing Indian 
goods. The representative of the firm visited India during April, 1960 
for selecting and placing orders for the purchase of goods against the 
Fair Quota. He added that the reasons for certain goods reaching 
Imir after 20-9-1960 were (i) the order of the firm for the exhibits 
was received late. and (ii) the infrequency of direct sailings to Izrnir. 
In this particular case, although the goods reached late, they were 
taken charge of by the importers and disposed of under the Fair 
Quota. 

In this connection, attention of the Ministry was invited by the 
Committee to their earlier recommendation contained in para 22 of 
the Eighteenth Report (Second Lok Sabha) Vol. I which reads as 
follows: - 

"The Committee are not satisfied with the explanation given 
by the Ministry. They do not understand why Govern- 
ment could not inform the traders well in advance so 
that last minute rush of work which necessarily involved 
avoidable expenditure on account of air-lifting of exhi- 
bits etc. could be avoided. They, therefore, suggest that 
Government should review the whole procedure in the 
light of the experience gained so far in order to ensure 
better results." 

In extenuation the witness stated that the Annual Programmes of 
Exhibitions and Fairs abroad were decided in advance, regular meet- 
ings with the representatives of the Export Promotion Councils. 
Commodity Boards, etc. were held. thereafter the budget provision 
was made and all concerned were informed accordingly. The Com- 
mittee, however, desired to be furnished with a detailed note with 
regard to the fairs held abroad during 1959-60 givlng information 
about (a) selection and receipt of exhibits, (b) difliculties in s h i p  
ping. etc. (c) financial commitments, (d) maintenance of Stock 
Registers and (e) disposal of exhibits (The note is awaited) 

The Committee are not quite satisfied with the expiallation furnish- 
ed to them regard b delays in despatch of exhibits and are unhappy 
to note that in spite of their earlier rwommendntiom, y a y %  are st111 
occurring. 

The Committee feel that if any w f u i  purpase is to be served by 
participating in International Fain and Exhibitions, the Government 
would be well advised to induce the private trade and industry to take 
a more active part, both financially and administratively in such ax- 
hibitions abraad, so that they may a h  f e d  es active participants. 
,The Ministry should also fix a time-limit within which dl the exhibits 
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properly packed should reach the port and the partidpants, 
ahmld be notified snfficient~~r in advance, told that no exhibits w d d  
be accepted beyond that date.. 

The Ministry should also issue strict instructions to officers coneern- 
ad and to Missions abroad where such exhibitions are held that a 
proper registerlinventory of all the articles should be maintained, oe 
that a proper check can be exercised on the disposal of exhibits. 1 

&mcl ioning esttnwtes in excess of requirements: Page 36, 
para 18 (c) (i) 

14. In two cases the amounts sanctioned by the Rfinistry for ex- 
penditure abroad were in excess of requirements as estimated by the 
Missions themselves as shown below:- 

A-rount ecti- A ~ o u n t  .aqc- Actual 
marxi b.: the tio:l.r3 b.. the  Expenditure 

Miss:on .ilinistry 
_ _ - - - _ -  _ - -  - ---- --- 

(In !&hs 0-rupee;) 
(a) n.i-?w A'r-9 Eshi- 0 40 1.22 -40 

b r i m ,  lo59 

The h l i n i s ! ~  have stated (?tiarch. 1062) that in  t h v e  'w-o cnires, 
the estim;itcs wr-re examined hv junior ofXc~rs,  who did nat have 
rde:j.,t?!c experience and technical knowleJgc. 

In the cnsc of Bupnos Aims Exh'bition. 1953, the surplur funds 
retainc3 with thc Mission amouqtrd ' o  Rs. 83.000 and de?roriated in 
value hv Rs. 9.233 3s n result of fluctuations in the rates of exchange 
between rupee and the local c u ~  rency. 

In the same eshibition, out of goods va1ue:I at Rs. R7.692 sent from 
India, sales to t!~c ltwal people amounted only to Rs. 2C4. Goods 
wor h, Rs. 2,221 wcre sold to the Embnssv staff after u'sitmq the 
recovery of the usual incidental charges @10 per cent. The decision 
to hold the exhibit'on had been taken in spite of a report from the 
Indian Embassy that the economic situation in the country was very 
fluid and that austcri'y measures with an extremely restrtctcd import 
policy had been introduced in January, 1959. 

The Committee desirrd to know the reasons for !ssue of sanctionr 
by the Min'stry for expenditure which was more than the estimated 
a821 (All) -2 



rquircments. The representative of the Ministry admitted that the 
mctions given were very much in excess of the estimates made by 
the Mission. He added that this happened because the Ministry felt 
that the estimates were probably not correctly made in view of the 
fact that expenditure on similar f a h  had been high. The officers 
responsible did not, however, know of the particu!ar circurnstanca 
in which the Missions had sent their estimates and the senior of3cera 
hcharge of exhibitions were away from the headquarters. 

I The Committee are unhappy to note that sanctions for such ex- 
penditure are issued without proper examination of facts and fignrol 
and without consulting the Missions concerned about the details om 
which estimates were based. They hope that suitable procedum 
will be wolved to ensure that mcb cases are not repeated. 
Visposal of Erhibits: Page 37, para 18 (c) f iii) . 

15. During the period from 1951 to February, 1958. exhibits worth 
Rs. 18-79 lakhs had been purchased for display abroad. Out of those, 
goods costing Rs. 10.73 lakhs were held by various Missions and those 
worth Rs. 3-22 lakhs were returned to India. 

As the stocks accumulated with the Embassies and trade centrm 
were deteriorating in quality, enhanced powers were given in 1959 
to the Heads of Missions for their disposal; and monthly reports show- 
ing the progress of disposal were called for. Reports are, however, 
not being furnished to the Ministry by several of the Missions. The 
physical verification reports for 1959-60 had also not been received 
from some of the Missions till March, 1961. 

The Ministry informed Audit in March, 1962 that the Missions 
were being regularly reminded to expedite the disposal of the old 
stocks; and that after some more time, action wouId be taken to writs 
oil the undispo* stocks. 

The representative of the Ministry informed the Committee in 
extenuation that whatever articles were exhibited in the fain could 
w t  be disposed of on the spot by terms of participation. If e v t q  
thing was sent back, then again there were d'fllculties of cmt of 
t r w o r t  etc. He added that instructions had been issued to the 
Missions to try to dispose of the exhibits as expeditiously as passib& 
b avoid unnecessary loss to Government. To a question whether my- 
thing out of goods costing &. 10.73 lakhs held by various Missions 
abroad had been disposed of, tho w i t n w  stated that goods worth 
Rill. 5 h k h  had been disposed of. I t  was further added that wmt 
goads had been purchased for decoration purposes. With regard to 
rtoeL W, it waa stated that they were not being supplied by tb. 
Xhhu rrgulPrlj 4 some reporb were r4.ilI outstanding 



To a question whether there was any special Section dealing with 
exhibitions, the witness stated that there was a Directorate oi Exhibi- 
tions in the Ministry of Commerce and Industry which was the princi- 
pal body to organise exhibitions abroad. The E q o r t  Promotion 
Councils or the Commodity Boards including the Handloom Export 
Organisation had their own nuclei but not for the purpose of physical 
participation abroad in the sense of constructing buildings etc. The 
Committee, however, desired to be furnished with a note stating m 
to how many Exhibition Sections were there in the various Branch- 
of the Ministry of Commerce and Industry and how much expenditure 
had been incurred on these Sections, separately. (The note ir 
ewai ted) . I 7 3  1 

The Committee do not appreciate the manner in which tb 
matters are being handled. They suggest that effective steps should 
be taken to ensure tbat exhibits are disposed of as quickly as possibl 
to avoid incurring of loss on tbat account. Before dispourl of th 
exhibits abroad, it should be ascertained whether the cost of rc- 
transporting them back to India would be less, than the loss likely to 
be suffered by such disposal. Missions abroad should be asked 
to furnish the Ministry with stock lists of exhibits regularly. 

Physical verification of tvhibits lying in the Directorate of ExhibC 
tions, page 37, para 18 (c) ( i v ) .  

16. A departmental physical verification of the stores lying a t  
the Headquarters of the Directorate of Exhibitions conducted from 
January, 1W to May, 1960 after an i n t e n d  of 5 years since the datc 
of the previous verification showed t h a G  

(a) the stock registers were defective and incomplete with 
unauthenticated entries. The value of stores was not in- 
dicated in several cases, 

(b) the articles had not been stored properlyaccording to c l W  
fleation. Coetly shawls, brocades and delica-e handi- 
crafts were placd along with hard substances like b l h  
and ores, wooden or brass-ware, etc., rendering the former 
unworthy of display in future, 

(c) obsolete and unserviceable goods had not been disposed ct 
The Ministry informed Audit in March, 1962 that the stock register8 

r e r e  being com?leted and the action ru being taken for d @ a d  
at obsolete and urucnrinable goo& 

The Committee desired to h o w  the reasons for the irreguluttisr, 
lbentioned in the Audit para The npmcntative of the Minis- 
while giving tho brckg~~und of the unsystcmrtic rtonge of goo& 



14 
stated that goods were lying in  boxes in the same condition in which 
they were received from the Missions, pending settlement of in- 
surance claims etc. To a question as to why five g e a n  were taken 
to settle this matter, the witness sfated that revised stock registers 
had been prescr iM but their forms were not available for quite 
sometime; but they were re-doing the verification in accordance with 
the new prescribed forms of Stock Registers. 

The Committee are unhappy over the lethargic and inefficient 
manner in which the Directorate of Exhibitions is ftmctioning. I t  
is surprising that even after a lapse of five years, pending insurance 
claims have not been settled owing to non-availability of form?. Nor 
have any accounts of the contents of the packages etc. 5een rnain- 
tained. The Committee desire that a thorough investigation into the 
affairs of the Directorate should be made, responcibilities fixed for 
such slackness in performing the duties and suittrblo disciplinary 
action taken againqt the officers concerned. 

The Committee further desire that a survey of the work done by 
the various Exhibition Sections under the Ministry of Commcrcc and 
Industry shou'd be made early in order to avoid any duplication of 
work by abolishing/merging some of them, if necessary. 

The Committee would alio like the Ministry to review the position 
re~arding the Government participation in Exlrihitions and Fairs 
in order to asce~tain whether any beneficial rezrrlts, in the shape of 
inrrease in the sale or export of commodities or otherwiv have f10wc.d 
from such activities. Thereafter the qnestion of curtailment of these 
activities to the extent possible <hould be examined so as to conserve 
foreign exchange and other expenditure. 

Short recovery of water charges, page 38, para. 19. 
17. The Dc.lhi Admin's'ration purchases filtered water in bulk from 

the D?lhi Municipal Corporation, and supplies i t  to urlits situated in 
the Indu3trial Estate at  Okhla, New Delhi on "no profit, no loss" basis. 
During the period from April, 1959 to the end of October, 1061, the 
amount assessed for recovery from the consumers fell shnr', by 
RF. 32,055, of the payments made to the Corpora'ion. This short 
assessment was attributed to defects 'n the working of some of the 

-sub-meters installed in the units and also :o the fact that no meter- 
reader was a&ointed to record readings correctly and to k e q  the 
mb-meters in proper repair. 

Government informed Audit in January, 1962 that action was be- 
ing tiken (a) to recover the entire amount of wa'er charges paid to 

Corporation from the a l l o t t G  either on the basis of the floor arm 



or on some other rational basis and (b) to replace the existing de- 
fective metera 

The Committee desired to know whether the short recovery of 
water charges was due to failure on the part of Supervisory Officers. 
The representative of the Ministry while giving backgroukd of the 
case stated that the Okhla Industrial Estate was constructed by the 
National Small Industries Corporation who handed it over to . the 
Delhi Administration and as s d  the latter were resp~nsible for 
running the cstate. In the absence of water meters, the actual re- 
covery of water charges was on an ad hoc basis The bill of the Cor- 
poration came much later and it was ,only then that the discrepancy 
was found. To a question it was stated that out of a sum of Rs. 32,056 
about Rs. 12,000 had since been recovered. The rest wo111d also be 
recovered as the tenants had agreed to pay. It was further acided 
that wn:a meters were also being installed and very shor'ly the basis 
of collection would be systematic and put on a proper footing. 

The Committee feel that had the nleters been installed in timq, the! 
short recovery of Rs. 32,055 cou!d have been avoided. They hope that 
the bdanm of the dues will be reeovered early and a report sub- 
mitted to them. 

I 
Purchase of Stores in admnce of requirement. page 38, para. 20. 

18. ( i )  Between December. 1957 and July, 1958. items of machinery 
worth about Rs. 66,000 were purchased direct. as an er?lcrgency 
measure, in relaxation of the normal procedure of purchase through 
the Directar General of Supplies and Disposals. in connection with 
the schmc for the establishment of tin industrial extension centre 
at Bhubaneswar. The land required therefor could not. however, be 
purchascd till August, 1960, and the work of the construction of build- 
ings had not yet been taken up till April. 1962. 

(ii) Similarly, in the case of another centre proposed to be establish- 
id at Nabadwip (West Bengal), machinery and other equipment 
worth Rq. 71,332 m d  Rs. 28,198 were purchased direct during the yean 
1958-59 m d  1959-60 respectively : the workshop building had not been 
iwmpleted till April, 1962 

It mnv be mentioned that in the above cases the purchases were 
madr direct by the Departmen: on grounds of emergency insteed of 
utilising the Stores Purchase Organisation. The possibilit?; of deter- 
ioration of the machinmy and equipment which are lving idle cannot 
bc ruled out. 

The Committee dcsired to know the present position of both the 
caws. The reprcsenhtive of the Ministry informed the Committee 



that both the cases were of the same category. While ghbg the 
background leading to the decisions in both the cases, he added that 
round about 1956, the Government of India launched a programme 
of development of Small-scale Industries and decided to establish 
Small Industries Service Institutes at  a number of centrcs, and also a 
number of Extension Centres which were supposed to meet the re- 
quirements of small artisans and small industrialists. With a view 
to execute this programme expeditiously, i t  was decided in consul- 
tation with the Ministries of Works, Housing and Supdy and Finance 
that the necessary machinery upto the extent of Rs. 90 lakhs might be 
purchased direc:ly but other formalities like calling tenders, checking 
of prices etc. were to be observed. The witness, however, admitted 
that in the two cases under examination, there had been delay in ac- 
quisition of land and construction of buildings; but the machinery had 
been maintained properly and kept under supervision and there was 
no reason why they should really deteriorate. To a question whe- 
ther s'eps were taken to acquire land before the order for the 
machinery was placed, the witness replied in the affirrnativc. 

The Committee are not satisfied with the explanation furnished to 
them. They feel that it a sense of urgency or emergency really exist- 
ed, Government should have taken special steps to acquire the land 
fn time and started the construction of the building according to sche- 
dule. The Committee would like to be informed when the construc- 
tton of buildings is completed in both the cases. 

Delay in completion of departmental enquiries, pages 38 and 39, 
para. 21. 

19. (A) Two officers of the office of the Chief Contm1lt.r of Imports 
and Exports were arrested and suspended in January and Ju!v, I950 
respectively on charges of alleged forgery. Police investiqations were 
c~mpleted in 1953 and thereafter court proccedinqs resu:ted in their 
conviction in the lcwer courts on 15th March, 195%. On qppcal, these 
officers were a q u i t t d  by the High Court in October, 1955. 

Puring the three years of police investigation depar'mental p m  
ceedilgs were not initiated as required under Government orders ot  
November, 1935. Action was initiated only in August, 1967, and ib 
took nearly a further period of thm years to complete :he action. 
The officers were mnstated in serrfce with d l ~ c t  from 27th July, 
1963 and 10th August, 1960 respectively. In the meant'me, the former 
had already attained the age of superannuation on 4th Sep'ember, 
1957 and remained under suspension for about ?bra year3 after ;hat 
date. He retired trom serrics with dec t  from the date of mLnstab 
memt, 27th Julp, 1m. 



An expenditure of about Rs. 96,000 was inmimed by way of rub- 
dstence allowence paid to these ofiicers, during tbc period of s ~ -  
pension which extended to ten yean. 

It hiw been atakd that departmental proceedings (.ou19 not be in- 
itiated prior to 1957 owing to non-availability of the find repcrt from 
the police and that other relevant documents were in the court. 

It has since been decided that the officers should not be paid my- 
thing more than the subsls3xm allowance for the period of zuspensioa 

(B) Associated with the above cut, were three subordinate odB- 
dals  of the same office who had also been under suspension since 1- 
Departmental proceedings against these officials were, however, Ln- 
itiated only in August, 1958. On the basis of the Enquiry O i B d  
report, one of the three oflcials was reinstated with effect from 9th 
January, 1961 while the other two were reinstated with effext from 
17th May, 1961 and allowed to retire on the same day, having already 
attained the age of superannuation. The manner in which their 
period of suspension should be treated had not yet been decided till 
February, 1962 

The Committee desired to know the facts of t h ~  cases The re- 
presentat've of the Ministry stated that these officers were arrested 
in 1950. The case remained with the police for about three yean, urd 
thereafter it went to the court and the order of acquittal was paged 
by the High Court in October, 1955. In spite of persistent efferts, it 
took about two years to obtain the papers from the police. Thereaft-, 
it was referred to the enquiry ofRcers who gave their report in 1959. 
The oficers were under suspension drawing a subsistence rllowanae 
all the time. They were not reinstated from an earlier date but uly  
at the end of the period of suspension. To a question as to why la 
partmental action was delape3, the Secretary of the Ministq strtd 
that the then rule was that departmental action should not k t.ha 
until af'er the poiice case was over. That position had since chang- 
ed. It was sugqested to the mini st^ bp Audit that in order to amid 
delnp, photostat copies of the records should have been taken, und 
departmental enquiry r'arted. The witnes atated that it w w l d  .l.o 
have taken much lomger to get Wea 

Tbe CernmEtteo brvite at%ti.r of the I W d d q  to their 
rscommendati.n cortatned im parr, 191, Vet. I of the Seventh Eqmrt 
(!heard I,& SmbLa) amd k.pt t6.t the Winistty d Hame Alhirr ri9 
d e w  the pcroitiaa in wdcr  t4 mwre that dkiplfwq trscr rs 
p s e d d a a ~ t k n r J y a s p a ~ ~ l a e s u t o b e r d b c b c t ) r r .  



MINISTRY OF COMMUNITY DEVELOPMENT AM) 
CO-OPERATION 

Appropriation Accounts (Civil) 1960-61 

Page 98, Grant No. 7-A, 1 (3)--Othez Grants. 
20. While discussing the over-budgeting under this grant, ths 

Secretary of the Ministry stated that there was a system of c b  
operative training for the benefit of the employees of co-operative 
institutions. Training Centres with lecture halls, hostels etc. were 
run by State Governments or Cooperatives unions and the Govern- 
ment of India gave assistance to them in the shape of stipends e t c  
Quite often there were shorifalls in the number of trainees and the 
lecturers which resulted in considerable savings. The money in tho 
shape of stipends and a portion of the other costs were given by the 
Central Government to the State Governments who passed them 
on either directly to their own institutions or to the State C e  
operative Unions concerned. He disclosed further that while in 
some States the utilisation of the money was to the extent of 90 to 
95 per cent in some States it was much less. One of the reasons of 
the shortfall in the number of trainees was stated to be that tho 
scheme was that the trainees who werp already working in some 
Government Departments should get their salaries in addition to 
the stipend in order to maintain themselves and their families. But 
a number of State Governments refused to pay the salaries and 
therefore the trainees did not turn up. 

I Tbe Committee feel unhappy to note that the States do not appear 
ho be keen to atilise the money provided for by the Centre for tbe 
'mining in the system of co-operatives. They desire that this matter 
I may be looked into quickly and those States who persistently fail to 
take d t a b l e  measures for utilisation of the funds should not be 
dowed further funds in such matters in future and buaget prod  
don sbould also be reduced to that extent. 

Page 99, .Grant No. 743, l (2 )  B. l ( 2 )  (1 )--Post Intensn:~ Pha~c.-- 
Grants to  State Governments. 

21. A sum of Rs. 82 l a b  was withdrawn from t h ~ s  head during 
the year and taken to the Intensive Phase. In evidence, explaining 
the reasons for the extension of Intcnsiim Ph:m of Stage I Blocks 
beyond their normal period of operation, the Additional Secretary 
of the M~nistry stated that this was due to IPS ctspmditure on Stage 
IT Blocks t.e.. blocks in the post-Intensive Stagc. In this connection 
the Cornmitt- dcsired ta know the utility of  t h r a  post of Socid 
Educational Organiser. The Additional Secretary stated that the 



functions of this ofacer had not been appreciated by mybady h l u 6  
ing the Ministry of Community Development and Co-operation. Thi. 
officer was required to discuss matters with villagers and p?Pm 
their mind for the acceptance of certain projects. In many Statcr 
the job of this of3cer was being combined with some other jobs. 

The Committee are not convinced of the utility of the post of the 
Social Educational Organiser. They trust the M i t r y  will take up 
this matter urgently and either merge the duties and functions d 
this of&= with another or abolish the post altogether. I 
Page 100-Grant No. 743. 3 ( 1 )  ( 8 )  (1) --Grants to State Governmenk. 

22. In this case there was a saving of Rs. 35 11 lakhs. In  the yeor 
195940 also a provision of Rs. 10 la& remained unutilised undm 
this head. At the instance of the Committee, the Ministry fulished 
a note stating that in November 1958 it was a p d  in principle to 
grant Central assistance to States for the training scheme of Pan- 
chayat Secretaries to the estent of 50 per cent of the cost of thc 
.wht me. Accordingly, a budget provision of Rs. 10 lakhs was made 
in the budget estimates for 1959-60. In January 1959, it was felt that 
the State share of expenditure on the scheme on a matching bash 
would burdtm their already depletcd finances. In April 1959, the 
desirability of meeting the entire expenditure on the scheme by the 
Central Government was mooted. A provision of Rs. 36 lakhs war 
accordingly mode in the budget estimates for 1960-61. After further 
consideration the decision to implement the scheme on a tapering 
scale of central assistance was taken in June 1960 

In evidence, the detal!s of this case were gnvn in order to ex- 
plain the delay in taking a decision and it was stated that the State 
Governments hnd to bc consulted and their propsals invited before 
thc scheme could be taken up for implenwntaUon. The final ded- 
sion taken in Junr was that the Central sham of non-recurring ex- 
penditure would be 75 per cent and the State share 25 per cent in 
the case of tbxpcwii:un. not c w d i n g  Rs. 5,000 per centre With 
regard to recurring expenditure not exceedme Rs. 275 per trainee 
,n the first and scwnd ycar, the sham of the State and the Centre 
wns on 50 p r  ccbnt basis tapering on the third and fourth year ek. 
In rcplv to a question as to why Parliament could not be appraised 
of the h a 1  dtrlswm in time, it  w a s  stated that the rnattrr was under 
considcratirm and a And dcc~sion was taken only in June, I960 when 
Ihc bitdgtt provision had already been approved by Parliament 



Tha C d t t e e  would W e  the Mitry  of F iance  te examino 
it would not be desirable to keep the Parliament informed 
basis and pattern of central mistance to the States u. 
approved by Parliament subsequently undergas a c h a w  

Page 101, Gtant No. 7-B, 3(2) (4) (2)-Production of literature- 
Basic and Culturd Literature for Neolitrrates. 

23. In a note submitted to the Committee at their instance, it rar 
dated by the Ministry that according to the p ~ s c r i b e d  procedure, 
competitions were organised to get suitable books on the selecbd 
mbjects for a p p l y  to rural libraries free of cost. Mostly due to poor 
quality of entries and the poor response from the authors/publisherr 
eufllcient number of good books could mt be selected for purcbrw 
which resulted in over budgeting. 

It  was stated in evidence that in the manuscript stage the boob 
examined by a Popular Literature Committee appointed by tho 
Ministry of Education. But against 61 entries, only two books could 
be selected for the first year and against 41 entries for the second 
year, only seven books could be selected. 

In the opinion ef the Committee, the production, pnrchaae u tr8, 
'Iation of books should not be undertaken by the Ministry of Com- 
munity Development and Co-operation. This function should k t t w  
be leh either to the Ministry of Education er to the Ministry of In- 
formation and Broadcasting who are in a better position to uuvr 
the correctness of the facts contained in the books. 

Report of the Community Development Evaluation Mission, appoint- 
ed under the U.N. Programmes of Technical Assistance, 1868- 
Page 14 para. 73. 

24. In the Report of a Community Development Evaluation Miseion 
in India appointed under the U.N. Programme of Technical Assist 
ance which was prepared by M. J. Coldwe'l, R. Dumont and M. Read 
in August 1959, the following signfieant criticism was made: 

I h e  attention of the Ministry was drawn to this criticism and It 
was asked whether anv change in the grant-in-aid pol;cy had b e n  
edFected m the light of this crftlcism. It war; stat& in evidence that 
with the htroduction of pancha yati raj there had been a great &d 



of devolution of power to the local bodieo and the emphasis on tugeW 
had also changed. 

The Committee w d d  like the M i t r y  to lay rtrsrr on the actual 
execution of the programme and the achievements made and not on 
the amount of money spent on the programme. The Ministry should 
Jso make periodical assessment of the physical targets achieved 
that a watch may be kept on the progress made in difE~cont 

MINISTRY OF EDUCATION 

Central Social Welfare Board-Transaction, kept outside thr Cort 
aoli&ted Fund of India-Page 33, Para 17. 

25. The financial transactions of the Central Social Welfare Boar&, 
which d o s  not have a separate legal existence as a statutory body 
or a registered society, legally form part of the  transaction^, of 
Government and should, according to the Constitution, be accounted 
for within the Consolidated Fund of India. According to Audit, the 
transactions of the Board have, however, been kept outside the Con- 
solidated Fund. The Ministry of Education had informed the 
Public Accounts Committee in 1959 that the status of the Board 
(which was conntituted by a Resolution of Govlernment) was under 
consideration. 

During the course of evidence, the Secretary, Ministry 02 
Education, stated that the budget estimates of the Board figured as 
an indcpcndent sub-head in the Demands of the Ministry, and were 
placed before Parliamint for approval every year. The Comptroller 
and Audtor General pointed out that:- 

"since the Board had no legal entity, distinct from Govemmenf 
giving of Grants to t m  Board was not only constitutiond- 
ly irregular but also fraught with risk in cases of default. 
The Swretary, Ministry of Education, agrted that the 
existing position w m  'anomalous'." 

The Committee enqu;rtd why the Board was not placed os a 
statutory footing at the time of its establishment in 1953. The 
Secretary to the Minlstry stated that as the need for the Bauil. 
then r r u  rrgent, and it was to k the first organisation d its kind 
rr the country, it was decided to establish i t  on an expetinremtal 
hub under r W u U o a  Subeequently, the working d the Board 
WM watched, uad it wm decided to accord statutory rt.tua Oo th 



Board. The witness admitted that them had been delay in briap 
ing in a Bill for the purpose. The reason for this was that b d o m  
doing so, the legal position had to be examined and the State 
Governments had also to be consulted. As to the present position, 
the witness stated that a draft proposal had been prepared, and 
would shortly be placed before the Cabinet for approval. 

The Committee wem subsequently informed by the Mhistry d 
Finance (Expenditure) that the administrative Ministry, in consulta- 
tion with the Ministry of Finance, had decided that the Central 
Social Welfare Board should b2 made a registered body and the 
Bozd had been asked to implement the decision 

1 The Committee regret to observe that, though more than nine 
years have elapsed since the Board was set up, it is yet to be 
lplaced on a statutory footing. The Committee endorse the views of 
the Comptroller and Auditor General that, till the Board was ac- 
corded a distinct legal entity, giving of grants to the Board was no@ 
only constitutionally irregular, but also fraught with risk in cases of 
default. The Committee are not sure whether the registration of the 
Board under the Societies Registration Act, as it stands at present, 
will adequately safeguard the interests of Government. The Com- 
mittee, therefore, suggest that the question of placing the Board on 
a statutory footing should be pursued. 

26. The Committee referred to the grants given by the Board to 
voluntary welfare institutions and desired to know whether the Board 
had formulated any principles therefor. The Secretary to the 
Ministry stated that a grants-in-aid committee, appointed by the 
Board, had suggested conditions and criteria for giving of such 
grants. The rtxommendations of the committee had been approved 
by the Board and the Ministry of Education. Asked how the Board 
ensured that grants given to welfare institutions were utilised for 
the intended purposes, the witness stated that every institution re- 
ceiving such grants was required to furnish a utilisation oertificate 
signed by a chartered accountant/Government servant. The Comp 
troller and Auditor General pointed out that, according to the 
accounts of the Board for the year 1957 onwards, such certificntee 
were pending in respect of a large amount. The witness stated that, 
according to the practice now followed, submission of utilisation 
certificats was insisted upon before releasing further grants. As a 
result, the position had considerably improved. The Committee 
desired to be furnished with a detailed statement in the matter. 

is still awaited. The Committee would defer their comments 
requisite hfonnrtion in rocaived from the Ministry, 



27. The Committee enquired about the utilisation of the jeep 
owned by the Board. The Secretary, Ministry of Education, etated 
that, as the welfare activities of the Board &re conducted mostly 
in rural and inaccessible areas, and the majority of workers were liv- 
ing in urban areas, the use of jeeps appeared to be necessary. - It was 
however, ensured that the jeeps were used only for the activities of 
the Board. The Committee desired to be furnished with a statement 
showing expenditure on purchase and maintenance of jeeps for the 
last three years. The witness promised to submit the statement later. 
The Ccmmittee also desired to have another statement giving a year- 
wise break-up of expenditure of the Board since its inception. The 
witness promised to furnish this statement also later. 

The Committee regret that neither of the statements has yet been 
received.. The Committee, therefore, defer their comments on these 
aspects of the question. In the mean:ime, in view of the paramount 
need of economy, in the ba .kground of the national emergency, the 
Committee would like the Ministry to exp'ore the possibility of cur- 
tailing expenditure incurred by the Central Social Welfare Board. 

Irregular creation of posts on higher scales of pay-pages 39-40, 
para 22. 

28. During 1957-55, the D?lhi Administration opened several 
Htgher Secondary S-hools with classes onlv upto IX and created 
posts of trained post-gradu3:e teachers in the scnl? of Rs. 200-400, 
instend of in thc scs'c of Rs. 120-303, as allowed by the orders of 
the Ministry of Education, isswd in 1957. The irre<gular;ty was 
pointed out by Audit in Scptembcr 1957 and t h ~  Administration 
was also advised in December 1937 to stop payments in the higher 
scale pending any clarification which they m i ~ h t  seek from the 
Ministry. This advice was not act.?d upon and the matter remain- 
ed under consideration for nrnrly thrce years until Se3teml.m 1960, 
when the Ministry of Education confirmed their ear1;er orders ac- 
cording to which the scale of Rs. 200-470 wns inadm;ssible in t he  
cases referred to. Dcspitc repestcd requests, no action was taken to 
stop the irregular paymmts and to work out and recovler the over- 
paymrnts made. Twentv more teachers were appointed even after 
the issue of Audit objection. 

During the course of evidence, the Secretary. Mfnistry of Educa- 
cation, admitted that the creation of posts of teachers in the scale of 
Rs 200400 was irregular, and not a l l o w  by the orders of the Minls- 
try of Education. The irregularity came to the notice of the  Minis- 
try in Januav .  1938, who isrued a clarificatory letter in Julv, 1938. 
The Delhi Adm'nistration did not, however, stop payment in the 
higher grade and contended that classes IX to XI should be trsakd 



A d b k  Extra Ezpcnditure-Pages 4041, para. 23. 
29. An omcm of the Ministry of Education, who joined the IncUra 

Embassy, Washington, in May, 1960, as Second Secretary ~ u c a t i o n ) ,  
was allowed the diplomatic rank of First Secretary, and In addition, 
fonzign allowurce Pnd houae rent dlowmce at the rata adml..lbl. 

as one integrated stage. In September, 1960, the Ministry confirmed 
their earlier orders according to which posts of teachers upto Clam 
IX were to be in the grade of Rs. 120-300. The Comptroller and 
Auditor General referred to the recommendation of the Public Ac- 
counts Committee made in park21 of their Report on the Ac- 
counts of 1946-47 (pre-partition) according to which Audit view 
ahould have been accepted, pending clarification by the Ministry. 
Asked why the Delhi Administration had not stopped payment in 
the higher grade, pending the Ministry's decision, as required by 
the above-mentioned recommendation of the Public Accounts Com- 
mittee, the Secmtary, Ministry of Education, admitted that it was 
a mistake on the part of the Delhi Administration not to have done 
m. 

' 

Tbe Committee are not happy over the manner in which the Delhl 
Administration had acted in this case. In their opinion, it was impro- 
per on the part of the Administration to have created posts in higher 
scale of pay than that allowed by the orders of the Ministry of Edu- 
cation issued in 1950. It the creation of posts in the higher grad. 
was considered essential, orders of the competent authority should 
have been obtained. Even if the initial error had been made, thd 
Administration should have, in accordance with the recommendation 
of the Public Accounts Committee made in para 21 of their Report 
on the Accounts for 194647 (propartition), provisionally stopped 
payment in the higher scale in September, 1957, when the irregu'a- 
rity was pointed out ,by Audit. The Committee, however, reqret ta 
observe that the DJhi Adminiitration not only failed to do thir, 
but also made 20 more appointments in the higher scale which was 
contrary to the orders ef Central Government. They understand 
that the Ministry of Education have asked the Administration to Ih 
responsibility in the matter. The Committee would l i e  to be in- 
formed of the action taken in the matter. They would also like the 
Ministry of F i c e  to impress upon the spending authorities iha 
need for strict comp'hee with the above-mentioned recornmcmda- 
tion of the Public Account8 Committee. 

In reply to a question whether the irregularity had since bmr 
set right, it was stated that posb in the higher grade would have tm 
be created for the period in question. The Committse would like 
ta have a fur- report in the matter. 



to a First Secretary, although his predecessor was glven o d ~  th. 
rank without any allowances at the increased rates. The decision 
regarding the more liberal treatment allowcd to this officer was taken 
by the Ministry of External Affairs, who, however, added that the 
Officer's representational grant should be that of a Second SecrehrJ 
only. 

Subsequently in June, 1960, when the Education Ministry recdr- 
ed the report that the officer had t a k a  over charge as First Set- 
retary, they pointed out to the Mission that he was actually holdins 
the post of a Second Secretary. It was also clarified by the Ministry 
of External M a i r s  that their earlier decision granting foreign 
allowance and house rent allowance at  the higher rates had been 
taken on the assumption that a post of First Secretary was a d -  
able for him in the Education Department of the Mission. 

The letter from the Ministry of Education, making it clear that 
the officer should hold the post of Second Secretary, was received 
in the Mission on the 14th Jun?, 1960, but two days later, on tho 
16th June, 1960, he enkred into a lease deed for a house for a period 
of two years at the rate of three hundred dollars per month ad- 
missible to an officer holding the rank of First Secretary. Govern- 
ment regularised this arransment as a special case in February, 
1961. 

Recarding the grant of foreign allowance at the higher rate, the 
Minis!rv did not find it possible to upgrade the post on administra- 
tive g r ~ u l d ~ ,  bat at the same time waived the recovery of the 
excess forwgn nl!owancc paid to the officer upto the end of August, 
1969, 07 the ground that i t  had been drawn in good faith and that 
the recovery would h a w  caused undue hardsh!p to him. 

The loss to Govlrnment on account of the grant of the higher 
rates of allowanc?, even after the receipt of the revised clariflcatery 
orders by the Mission, worked out to Rs. 10,661. 

During the course ni evident?, the Commitbee were informed 
that the Ministry of Education had recommended to the Foreign 
&rvice Board of the External AfTairs Ministry the name of m 
&'stant Education OfRcer in the former Ministry for rppointmcnt 
os Second Secretaly in the Education Department of the Indian 
Embassy in Washington, with the Local Rank of r First Secretary. 
In the notification, howwer, the appointment of the said ommr w u  
lbown as that of First S e c ~ t a r y .  The officer was accordingly pafd 
foreign and house rent allowances at the rate adrnWble to l Flm 
'Secretary. Later on, when the Ministry of Education crrnc to h e w  



of the error, they issued a letter making it cleaf'that the m c e r  
concerned should hold the post of Second Secretary. This letter 
was received in the Indian Embassy in Washington on the 14th June, 
1960. As to why the said officer entered into a lease deed for a 
house even after this date, it was stated that a verbal commitment 
had already been made. It  was pleaded that, having made the 
commitment, it would have been improper for the Embassy not to 
have honoured it. In reply to another question, it was stated that the 
recovery of excess payment made to the officer concerned was waiv- 
ed by the Ministry on the ground that it had been drawn by the 
officer in good faith. 

The Committee regret to observe that the mistake in the notifica- 
tion issued by the External Affairs Ministry, which showed the ap, 
pointment of the offizer concerned as First Secretary, had entai'ed t e  
Government an extra avoidable expenditure of over Rg. 10,000. 
The Committee consider this as unfortunate. They trust that care 
will, henceforth, be taken by the Ministry concerned to ensure that 
mistakes of this type do not recur. The Committee hope that such 
non-recovery would not be allowed to become a precedent for future. 

The Committee also feel that even after the Education Ministry 
had pointed out to the Mission that the ofiicer concerned was not en- 
titled to the residence for which negotiafions were being conducted, 
it shou'd have, instead of further ~roceeding in the matter, referred 
the case to the Ministries concerned and taken their specific approvd 
to the proposed lease-deed. This, unfortunately, was not dona 

Non-accountal of cash drawn from the Bank-page 57, para 42. 

33. I t  was the practice in the office of the Central Social Welfare 
Board under the  M:n;stry of Education to draw 'self' chequ:s in 
favour of the Diawing Officx for amounts required for disbursement 
of pay and ailowmres, etc., such cheques being subsequently endors- 
e d  In favour of th cashier for encashmelt. These cheques (and 
sometimcs the cash after the cheques were so cash-4) remained in 
the hands of the cash~er for long per'ods outside the Govcrnrncnt 
account. This incorrect procedure was brought to the notice of the 
office by Audit through the Inqpection Report ksu9d in Februaly, 
1957 and in October, 1938. The irregular procedure, however, con- 
tinued u'lre-t1fie-l and at the time of physical verification of cash 
in Juw.  1961, bv 3 new Drawing Officer, a shortage of cash was 
noticed. Further enqu'ries showed that a "self" cheque drawn on 
1st March, 1961, for Rs. 5,635 and anoth-r "self' cheque drawn on 
1st April, 1961, for Rs. 5,706 h z i  been encashed on 26th June, 1961 



and 29th June, 1961, respectively and the amounts had not b&n' 
credited in the cash book, the moqey having apparently been fnis- 
appropriated. ;,* 

A special audit, conducted recently a t  the instance of the Board/ 
Admlnistration, has brought to light other irregularities in mgaxrd t o  
maintenance of cash book which are under investigation by. the 
Ministry. 

The Secretary, Ministry of Education, stated in evidcnce that the 
irregular practice of drawing 'self' cheques for disbursement of pay 
and allowances was allowed by the then Chairman of the 
Central Social Welfare Board. When the audit objection regardingi* 
this practice came to the notice of the Ministry of Education, they 
disapproved of the practice and directed the Board to discontinue it, 
The directive of the Ministry was, however, not carried out by the .  
Board. As a result, the then Secretary of the Board was reverted 
to his parent Department, viz., the Ministry of Finance. As regards 
the cases of misappropriation referred to in the audit para, the wit- 
ness stated that these cases came to light in June, 1961, after the said- 
Secretary had been reverted. A preliminary enquiry was held by 
the Board which established a pri~nu facie case for investigation. 

The Committee take a serious view that an organisation, like the 
Board, fed by Government grants, should have persisted in follow- I 
ing irregular procedure, resulting in defalcations. regardless of objec- / 
tions by audit and directives by Government. The Committee trust 1 

that the Ministry of Education will, henceforth, be more effective in 1 

ensuring not only proper utilisa tion of their grants, but also strict ' 
compliance with their directives. by the Board. 

31. The Committee were informed that with a view to obviating 
the recurrence of cases of the p2esent type. a number of measures had 
since been introduced to improve the accounting and cash pro- 
cedure in the Board. The Committee trust that the introduction of 
these measures will result in the achievement of the end in view. 

32. The Committee enquired about the action taken against the 
delinquent officials. They were informed that the cashier concerned 
was suspended on 1st August 1961 and the matter was reported 
to thc Special Police Establishment. The court delivered the judg- 
ment on the 31st Julv, 1%2, holding the cashier guilty of char.@. 

I t  had also commented upon laxity in supervision which had facili- 
tated the commission of the crime. As regards departmental action, 
it was stated that the Special Police Establishment, to whom the 
2826 (aii) LS-3. 



case had been referred, had requested the Ministry not to hold anyu 
departmental enquiry simultaneously, as it might prejudice their 
investigation. Now that the court judgment had been received, 
departmental proceedings were proposed to be initiated and suitable 
action taken against the delinquent officials. The facts of the case 
would also be forwarded to the Ministry of Finance for necessary 
action against the Ex-Secretary of the Board. The Committee de- 
sire that the matter should be finalised at an early date and a report 

;made to them. 

Irregularities in connection with departmental construction oj 
buildings-pages 68-69, para 54. 

33. During 1957-58 and 1958-59, the Education Department, Tri- 
pura, undertook departmentally the construction of certain build- 
ings (water works for some basic schools, boarding houses and 
library buildings) although they had no technical staff to carry out 
or supervise the construction. In two of these cases, the estimated 
cost was in excess of Rs. 10,000 each and the administration apparen- 
tly overlooked the requirements of the rule that such works should 
be entrusted only to the Public Works Department. No proper 
record of measurements was maintained and, in one case, the con- 
tractor was himself asked to maintain measurement books. In the 
case of six works, no formal agreements were executed with the 
contractors. No earnest money or security deposit was taken; funds 
were withdrawn from the Treasury during the last few days of the 
financial year in excess of the amounts required for payment to the 
contractors concerned, apparently to utilise the budget allotment. 

In extenuation of the irregularities referred to in the Audit para. 
the Secretary, Ministry of Education, stated that, as the need for 
the buildings was urgent and the local Public Works Department 
was not properly equipped to execute the works, the Education 

Department, Tripura, had to undertake the construction of the build- 
ings departmentally. Although the construction activity was not 
supervised by the technical st& of the P.W.D., it was done by the 
Principal of the Polytechnic Institute, a Civil Engineering Graduate 
equivalent of the rank of Executive Engineer. As regards non- 
maintenance of measurement records, the witness stated that this 
could not be done, as there was no technical staff in the Directorate. 
The payments had, however, been made to the contractor after due 
verification of the works by the technical staff of the Electrical & 
Mechanical Division who had also issued completion certificates. 
Asked how the Electrical & Mechanical Division had verified the 
work in the absence of measurement books, there was no satis- 
factory reply. 



While the Committee appreciate the citcumstanccw in which ths 
Education Department, Trlpura, had to undertake departmental 
c-tn-wtion of b u f l w ,  they see no justification on tbe part of the 
Dslwtment for withdrawing e x c d v e  funds from the 'kersovp 
during the last few days of the finandal year as also their fail- to 
execute formal agreements with contractors or take earnest money 
or security deposit from them. The Committee arc also unabb to 
understand how, in the absence of measurement books, the Depart- 
ment could ensure that the payments made to the contractors were 
h conformity with the actual work done by them. -The committee 
trust that care will, henceforth, be taken by the Department to 
obviate the recurrence of such irregularities. 
Irregular retention of funds outside Government Account-Page 185, 

i 
para 134 

34. Amounts totalling Rs. 1.28 lakhs were drawn by an officer of 
Ministry on the 22nd March and 31st March, 1952, against certain 
sanctions for loans to co-operative craft schools societies and kept in 
a current account outside the Government account. After disburs- 
ing an amount of Rs. 1-13 lakhs over a period of nearly three years 
upto January 1955, the balance of Rs. 14,500 was ultimately refund- 
ed to Government only on the 3rd March, 1959, ie., after seven years 
from the date of withdrawal. The co-operative crafts schools did 
not make any payment either towards the repayment of the prin- 
cipal or on account of interest. 

No steps to recover the loans from the parties concerned were 
taken. Government stated (September, 1961) that these loans as 
well as other loans amounting to Rs. 2.27 lakhs disbursed, d u k g  
1949-51, had been given to enable the institutions to improve their 
Anancial conditions, and that, as the improvement had not been 
achieved, Government were considering the question of converting 
the loans into outright grants. Under the terms of the sanction. 
the loans were repayable with interest at 3 to 4 per cent over a 
period of 8 to 10 years. 

During the course of evidence, the Committee were informed 
that the scheme for starting cwperative craft schools in Delhi was 
sponsored by the Ministry of Rehabilitation and later on transferred 
to the Ministry of Education. Under the scheme, loans were given 
to the Board of Administration of Cooperative Craft Schools, New 
Delhi-an ad hoc Board-by two Ministries: Rs. 2,36,000 by the 
Ministry of Rehabilitation of Rs. 1,27,850 by the Ministry of Edu- 
cation. These loans were sanctioned by the Ministry of Rehabilita- 
tion, before the transfer of the Scheme to the Ministry of Education. 
As regards the craft schools started under the scheme, it was stated 
that five schools had since closed down, seven had been taken over by 



Government and three had been converted into ordinary school\s. 
Asked how the buildings of the schools since closed were being used, 
it  was stated that the information was not readily available. In 
reply to another question, it was stated that the amount of Rs. 1.13 
lakhs was disbursed by the officer concerned upto January, 1953, and 
not January, 1955, as  stated in the Audit para. 

In the opinion of the Committee, it was irregular on the part of 
the officer concerned to have drawn funds from the Treasury, and to 
have retained them for long durations outside Government account, 
in contravention of the Treasury Rules. The Committee also ob- 
serve that, before sanctioning the loans, the Ministry concerned had 
failed to make a proper assessment regarding the capacity of the 
loanee to repay the loans, in accordance with the terms of the sanction. 
Further, the purpose for which the loans had been granted had also 
not been fully achieved, inasmuch as 8 of the 15 craft schools, had 
either been closed down or converted into ordinary schools, and the 
remaining taken over by Government. The Committee now desire 
that such of the buildings of the schools, since closed down, as are 
/not being properly utilised, should be disposed of, and the realised 
amount adjusted against the outstanding loans. 
Audit of Accounts of Bharat Sewak Samaj-pura 70 of 34th Report 

(Second Lok Sabha) of P.A.C. 
35. In para 70 of their 34th Report (Second Lok Sabha), the 

Public Accounts Committee (1960-61) considered the arrangement of 
audit of the accounts of the Samaj by untrained persons and consider- 
ing the size of grants given to the Samaj (over Rs. one crore) sug- 
gested that the Samaj should have some system of internal audit by 
qualified auditors, appointed for the purpose, with the approval of the 
Comptroller and Auditor General. 

Giving his views on the above recommendation of the Public 
Accounts Committee (1960-61), the Secretary, Ministry of Educa- 
tion, stated that the Bharat Sewak Samaj was conducting about 
1,500 labour and social service camps in a year in villages through- 
out the country. The actual expenditure on each camp was certi- 
fied by local officials such as Block Development Officers, Inspectors 
of Schools, Hezdmasters and Principals of Government Schools and 
Colleges, on the basis of vouchers and records, which were generally 
in regional languages. These accounts were scrutinised by the offi- 
cials of the Samaj (headed by a retired Un&r Secretary of the 
Ministry of Finance) at the Central Oflice of the Samaj. Consider- 
ing the fact that the expenditure on most of the camps ranged from 
Rs. 350 to Rs. 800, the appointment of Chartered Accountants for au- 
diting the accounts of each camp would not be commensurate with 
the expenditure involved. In cases where the expenditure per camp 



31 
exceeded Rs. 3,000 audit was already being conducted by Chartered 
Atzountants, appointed by the Samaj. In view of this, the Minis- 
tries of Education and Finance felt that the present arrangements 
might continue subject to the introduction of the following two im- 
provements: - 

(i) A set of clear instructions should be issued to the local 
ofllcers certifying expenditure on the basis of vouchers 
so that their job was competently done. 

(ii) The Accounts OfEcers at the Samaj Headquarters should 
undertake a test-audit of a few camps each year. 

The Samaj was heing requested by the Ministry to give effect to the 
above suggestions. 

While agreeing with the views of the Ministry that the appoint- 

would not be commensurate with the expenditure involved, the Com- 
I ment of chartered accountants for auditing the accounts of each camp1 

mittee feel that it would be usefuI to have the accounts of a group 
of camps audited every year in rotation. The Committee would also 
like to reiterate their earlier recommendation that the auditors for 
thii purpose should be appointed with the approval of the corn-( 
ptroller and Auditor General, who should further be authorised t q  
issue directions to the auditors in regard to the manner in which the 
accounts shall be audited. The Committee also suggest that in view 
of the large scale grants that are being given to the Bharat ~evak j  
Samaj, the feasibility of associating one of the officers of the Ministry' I of Finance with the Samaj to tender advice in financial matters may[ 
also be examined. 

MINISTRY OF EXTERNAL AFFAIRS 
Accounts' of the Hiih Commission of India, Karachi, pages 41 to 43, 

para 24. 
Infructuous expenditure on the purchase of plots, page 41, para 

24 ( a ) .  

36. In May 1952, the High Commission purchased from the 
Karachi Municipal Corporation, four plots (measuring 10,470 sq. 
yds.) at a cost of Rs. 3-03 lakhs for the construction of a Chancery 
Building and residential quarters for officers and staff. Subsequent- 
ly in April 1955, the site was not considered suitable for the 
Chancery; and a building for Chancery was constructed on another 
plot purchased in August, 1955 at a cost of Rs. 2.69 lakhs. Consider- 
ing the distance of the old plots from the new site and the time likely 
to be taken for the construction of the quarters, it was decided, in 
September, 1955, to puxvhase three buildings for providing residential 
accommodation and to dispose of the plots purchased initially. The 



plots could not, however, be sold as a clear title thereto had not been 
obtained by the Mission. Expenditure on ground rent at the rate of 
Rs. 2,547 per annum is being paid to the Karachi Municipal Cor- 
poration. The Ministry stated in January, 1962 that ns the plots 
had been obtained at diplomatic concessional rates, no difficulty with 
regard to title, etc. could be anticipated and that the matter has been 
taken up with the Pakistan Government. 

The Committee enquired about the reasons for incurring infruc- 
tuous expenditure on the purchase of plots of land by the High 
Commission of India for constructing their own building at Karachi. 
The Special Secretary of the Ministry stated that Government of 
Pakistan itself had offered to the High Commission of India these 
plots measuring about 10,000 sq. yards at a concessional rate of Rs. 20 
per square yard for constructing their own buildings. On account 

1 
of extreme paucity of accommodation, both office as well as residen- 
tial, it was decided with the prior approval of the Government of 
India to purchase these plots and construct Chancery, the Deputy 
High Commissioner's residence, and 30 residential units for officers 

)and staff. The Karachi Municipal- Corporation at the time of hand- 
over of the plbts, failed to give any documents of title. Subsequent- 
ly it was felt that that area was rather too distant to be suitable for 
Chancery and office purposes. Besides, the height of the buildings 
in that area which was a residential locality, was restricted to two 
or three storeys whereas for Chancery or office buildings four or 
five storeys were intended. In the meantime the Pakistan Govern- 
ment decided to shift the Capital to Islamabad. The President of 
Pakistan had, however, given an assurance that none of the diplo- 
matic missions in Karachi would be allowed to suffer financially 

.because of the projected move to Ielamabad. It was hoped that al- 
most all the money paid for these plots would be recovered. To a 
question regarding title to the land, the witness stated that the Minis- 
try of Law had been consulted in this matten when these complica- 
tions began to develop and they were of the opinion that what had 
occurred should be deemed to be an outright sale. 

The Camnaittee feel that in all such cases the Ministry of Law 
&odd be eaasnlted, et the idtial atages so as to avoid eomplicatiem 
kber. The bmmittee w d d  like to be informed of the &ml dis? 
porpl of plots which could not be atiliaed for the purpose for which 
timy were purcbssed, 

87. No proper accounts were kept by the U i o n  in respect of- 
(i) furniture (both d c e a b l e  apd unserviceable) and other 

stoces tramferret3 to the Mission on the closure of the . 



offices of the Deputy High Commissioner, Lahore anb 
the Assistant High Commissioner, Hyderabad in July, 
1958. 

(ii) certain other properties including articles of furniture 
belonging to other persons which came into the posses- 
sion of the Mission. 

(iii) various articles of furniture purchased by the Mission 
from time to time for their normal use. 

It  was noticed during local audit (March, 1961) that a part of the 
surplus furniture referred to in items (i) and (ii) above was distri- 
buted for safe custody amongst the officers and staff and the rest 
was stored wherever space was available. The furniture was badly 
damaged in storage and had eventually to be disposed of at a loss, 
the extent of which has not been assessed. 

The Ministry informed Audit in January, 1962 that the bulk of 
the serviceable items of furniture was utilised after repairs and 
that care was being taken to ensure that all items purchased were 
entered in the Stock Register in future. 

The Committee enquired as to why no proper accounts were kept 
by the Mission in respect of furniture etc. transferred to Karachi on 
the closure of the office at Lahore and Hyderabad in July, 1958. The 
Special Secretary stated that on account of time factor involved, all 
this had happened, but care was taken to send two officers from Delhi 
to M o r e  to dispose of some items, which fetched a decent price, but 
the rest of the furniture had to be sent to Karachi. It  was also con- 
sidered that with the closure of the office of the Deputy High Com- 
missioner at Lahore and Hyderabad, there would be some increase in 
the staff in Karachi and the surplus furniture cauld be utilised there. 
To the question as to why no inventory was made when the furniture 
was sent, the witness stated that it was done in such a hurry that 
even that could not be done as only a week's time was available. The 
ofYices were asked to pack upleverything that was worth saving and 
send them on to Karachi. I t  was admitted, however, that no list of 
furniture was prepared at the time of despatch or at the time of re- 
ceipt of the furniture. The Special Secretary of the Ministry. how- 
ever, admitted that something should have been done to prepare 
proper lists and stock registers. 

The Committee fed that proper kts and st& registars d t d d  
have been mabtalned wben tht fmnitme was dghully retahrvct 
and also when it was transferred to 8uethsr pi-. NOn-Ilt.811b- I mnce of such registers .bows laxity on the part of 
ebicars. They would rei tqte thdr recommenddon in purr. U5 dl 
t b t 4 2 n d ~ ( * m d ~ . ~ s . b h a ) * d d r h ~ ~ . 1 t ~ . y 1 ~ . b l /  



of External Affairs s h d d  take steps to satisfy itself that'at least now 
ock registers for furniture etc. are maintained by all the Indian 

abroad and that the stocks are verified physically at regular 
intervals and reconciled. 

'Consular Accounts, pages 42 and 43, para 24 ( d )  
38. An examination of the accounts of Consular receipts showed 

that the procedure prescribed by Government for maintenance of 
1, ' consular accounts had not been followed. No proper account was 
kept by the Mission of the receipt books received by them, those 

.utilised from time to time and the balance in hand. There was also 
no proper account of the Visa forms sold to the public. The amounts 
realised from the public on account of telegram charges were dis- 
proportionate to the charges incurred. No receipts were issued for 
the amounts collected and the balances due for refund to the parties 
were kept with the Mission outside Government account, for very 
long periods. 

The Committee desired to know as to how in the absence of proper 
accounts, it was ensured that there was no misappropriation of the 
Consular receipts in the past. The Special Secretary of the Minis- 
try accepted that there was some procedural shortcoming in the 
maintenance of these accounts but the fact remained that after the 
closure of offices in Lahore and Hyderabad, the volume of work rela- 
ting to Visas at Karachi increased very much but there was no 
proportionate increase in staff. To a question as to why the pres- 
cribed procedure in this respect was not followed, the witness ad- 
mitted that owing to misunderstanding of the rules no proper account 
of visa forms sold to the public had been kept. With regard to the 
accounts of telegram charges it was stated that this work had since 
k e n  taken in hand thoroug#ly and all the drawbacks had been made 
,up and procedures properly established by opening registers and in- 
creasing the supervisory staff. To a question whether the amountc 
realised far in excess from the parties for telegrams had been re- 
funded, the witness replied in the aflirmative. He further added 
that complete and detailed instructions to the Missions on the sub- 
ject were already there. 

The Committee are unhappy to note that in spite of the fact that 
complete and detailed instructions with regard to maintenance of 
accounts had already been issued by the Ministry of External Affairs 
same of the Missions did not observe them. They would like the 
Ministry to enjoin upon the Missions the importance of strlctly 
lobse~ ing  such instnutiom. 
I 
Delay in submission af adjustment T.A. bill and non-refund of 

excess advanced, page 43, para 25. 



35 
39. (a) An officer of the Indian Foreign Service drew advances 

.of Rs. 8,000 and Rs. 161 in September, 1959 and February, 1960 res- 
pectively towards travelling allowance on his transfer from Ghana 
to Shanghai. The offlcer reached his new headquarters at Shan- 
ghai on 25th February, 1960 but had not submitted his adjustment 
T.A. bill till January, 1962 on the ground that he was representing 
against the Government's decision in regard to the carriage of per- 
sonal effects by air. 

The non-submission of the adjustment bill for a long time is in 
contravention of the rules on the subject. 

(b) Similarly, another officer drew advance of Rs. 7,333 and 
Rs. 2,515 in January, 1960 and April, 1960 respectively towards tra- 
velling allowance on his transfer from Addis Ababa to Bangkok. 
The officer reached his new Head Quarters at Bangkok on 1st May, 
1960, but submitted the adjustment T.A. bill for Rs. 7,152 only in 
March, 1961. The excess advance of Rs. 2,696 had, however, not 
been refunded by him till March, 1962. It was stated in March, 1962 
that the officer did not refund the excess amount as a larger 
amount of money was due to him from Government on another 
account for which sanction was awaited; no action has been taken 
against the oBcer for the irregularity. 

The Committee enquired about the facts of the case. The Spe- 
cial Secretary of the Ministry informed the Committee that the 
officer concerned was transferred from Ghana to Shanghai which was 
a long journey. Since he had to pass through India, he took some 
leave to stay at home. He was given an advance of travelling allow- 
ance of Rs. 8,000. In view of the fact that air journey was cheaper 
than travel by sea, air journey was sanctioned to him. 

The witness slated that when an air passage was sanctioned, officers 
were allowed to cany 100 lbs. of luggage, inclusive of the free allow- 
ance of 66 lbs. In the present case, the officer carried only 34 lbs. 
extra luggage. To a question as to why the matter was delayed for 
about 2b years, the witness stated that that was due to some family 
difficulties of the officer concerned. 

With regard to the other case wherein another ofacer drew ad- 
vance of Rs. 7,333 and Rs. 2,515 in 1960 and out of it an amount of 
Rs. 2,696 was drawn in excess. the witness informed the Committee 
that the matter had been examined thoroughly. The Arst advance 
was to meet the expenses of travel from Addis Ababa to Bangkok 
for himself, his family and servants. The officer was held up in 
Singapore for 13 days because of difficulty in air passage between 
Singapore and Bangkok. The second drawal was on account of the 
hotel expenses etc. and it was advanced by the Indian Mission in 



Singapore. When it was pointed out that holding Government money 
pending settlement of a claim was not the correct procedure, the 
witness accepted that the officer was entirely wrong in not refund- 
ing the excess amount. To a question whether any action had been 
taken against the officer concerned, the witness stated that the rnis- 
t a h  was pointed out to him and he had been pulled up for the same. 
The money had, however, been refunded by him. 

I The Committee take a serious note of the disregard of the finan- 
hid rules by officers in high position who are expected to set exam- 
lples in such matters for other staff. They hope that the Ministry 
,wil l  take suitable measures to avoid a recurrence of such cases & 
I future. 

EmbezzEeme?zt in an Indian Mission abroad, page 58, para 43. 

40. During 1956-59, two locally recruited messengers of an 
Indian Mission abroad were entrusted with the entire work (right 
from obtaining stationery to the stage of getting the postal receipts) 
in connection with the despatch of news bulletins. issued by the 
Information Wing, to different addressees. In December, 1959, it 
came to light that only a few copies of the bulletins were being 
despatched to the addressees; and that the messengers misappropriat- 
ed a total amount of Rs. 62,653 out of the advances given to them 
from time to time for purchase of postal stamps by altering the 
value of the stamps purchased in the postal receipts. Legal pro- 
ceedings were initiated against them and they were sentenced to im- 
prisonment. A sum of Rs. 600 was paid to the Mission by one of the 
messengers under the orders of the court. 

A franking machine was brought into use with effect from 1st 
September, 1960 and steps were taken to improve the working of 
the Information Wing. 

No responsibility has been fixed for slackness in supervision of 
the work of messengers over a Iong period from 1956 to 1959. Apart 
from the amount misapprqriated the entire effort and expenditure 
involved in the production and printing of the bulletins themselves 
over a period of three years became futile. 

The Committee desired to know whether action had been taken 
against the offbcer concerned. Explaining the facts of the case, the 
Specid secretary of the M M r y  stated that the embezzlement in 
rl\testiod had taken plece in the Indian Mission at Bonn. The Infor- 
swtton Wing of the Mission had engaged a German messenger. )Ie 
d rccanplice had 8 rjntem by which they w e .  carrying on 
fraud orw a period of two m three years. Thr %fission used to 



send out 650 copies of their bulletin each week. The messengers con- 
cerned actually despatched 150 copies only; but by committing for- 
gery they showed a figure of 650 on the postal receipt and charged 
for stamps accordingly. 

To a question as to why the Ministry had taken three years to call 
for an explanation and fix responsibility for lack of supervision when 
the misappropriation came to notice in December, 1959, the witness 
stated that the judgement of the court had not yet been received 
and that was expected to reveal the full facts of the case. He, how- 
ever, added that it was proposed to take action against the officers 
who had failed to show sufficient vigilance in this regard. 

To a question whether it was ensured that all 650 copies of the 
bulletins were actually printed, the witness stated that the bulletins 
were not printed in the press but stencilled. 

The Committee are perturbed over the negligence on the part of, 
the supervisory officers in not exercising proper checks and taking 
tblngs for panted which facilitated the embezzlement. They 
regret to note that there bas been some delay in finalising action, 
against the delinquent officers. The Committee recommend that a 
thorough investigation of this case should be made, responsiblity 
fixed and suitable action taken against the delinquent of5cials. The 
Committee would also like to be apprised of the results of this invcsti- 
gation. 

Loss of consular fees in an Indian Mission abroad, pages 58 and 59, 
para 44. 

dl. A case of misappropriation of consular fees by the Third Sec- 
retary of an Indian Mission abroad came to light in July, 1960 while 
investigating the cause of fire in a safe in the consular section. A 
subsequent examination of th? statement of account of the funds 
handled by this officer showed that there was shortage of Rs. 11,380. 
Against this, a sum of Rs. 1,476 was adjusted out of the sale pro- 
ceeds of his car, leaving a net loss of Rs. 9,004 to Government. The 
aiacer was ultimately dismissed from service in September, 1961. 

The fraud was rendered possible by the lack of effective control 
in the Mission and failure to conform to the procedure laid down by 
Government for the accounting of consular fees. The consular re- 
eeipto were not deposited with the main cashier who maintained the 
main curh book of the Mission. The receipta were not deposited in 
Ute Bank on the mane or the next day; and even when money was 
acrdited to the Bank at irregular intervals, the ontire rccaiptc ugLo 



date were not credited. Large amounts of consular fees were allow- 
ed to be accumulated for several months both with the Consular 
h i s t a n t  and the Third Secretary. Audit had drawn attention to 
these defects and to the bad state of accounts of the consular section 
in November, 1958. 

The Committee desired to know as to what action had been taken 
.against the supervisory officer concerned. The Special Secretary of 
the Ministry admitted that this was a very sad case where a young 
officer who was on probation, committed this embezzlenlent. This 
took place in July, 1960. Thc officer was immediately recalled home 
and suspended. He was finally dismissed from service. The super- 
visory officer-the head of the Chancery-had also been charge-sheet- 
ed, but his explanation was awaited. , 

The Committee would like to observe that if prompt and adequate 
action had been taken when Audit pointed out bad state of accounts 
of the consular section in November, 1958, this subsequent embezzle- 
ment could have perhaps been avoided. The Ministry should examine 
this aspect of the case also. The Committee would also like the 
case against the supervisory officer to be decided expeditiously and 
the Committee be apprised of the same. 

Misappropriation of Government funds in a Mission abroad, page 59, 
para. 45. 

42. Several pages of the cash book relating to the accounts of an 
Indian Mission abroad for the period July to September, 1961 were 
breported as missing in September, 1961 by the Cashier of the Mission 
at the time of handing over charge to his successor on transfer. Fur- 
ther investigations conducted immediately thereafter showed that all 
the vouchers for September, 1961, which were in the Cashier's custody, 
were also missing. Apart from this, certain burnt pages of the cash 
book and vouchers were found in the fire place (situated adjoining 
to the Cashier's room) of the Chancery. 

The cash book was reconstructed for the missing period viz., 
July (payments from 18th July, l96l), August and September, 1961 
from the available records, etc. A comparison of the cash book 
balance thus arrived at with the actual cash in the cash box digclosed 
a .misappropriation of about Rs. 1-54 lakhs. The Cashier had been 
working in the Mission from 7th November, 1958. 

It  may be mentioned that the Mission was keeping cash balances 
much in excess of requirements for current disbursements. The risk 
involved in keeping such heavy cash balances in hand had beem 
pabted out by Audit during local inspection in April-May, 1901. The 



cash balance with the Mission, however, increased from Rs. 51,469 
on 1st April, 1961 to Rs. 1.78 lakhs on 30th September, 1961. 

The Committee enquired about the present position of the case. 
The representative of the Ministry stated that with regard to the  
case of Cashier, the p i t i o n  was that the matter had been referred 
to the Special Police Establishment who had sent an offlcer to Moscow 
to investigate the case. That officer had recently submitted his report 
and further action was being taken according to prescribed procedure. 
As far as the supervisory officer who were of the rank of the First 
Secretary were concerned, their explanations had been called for. It 
was further added that according to the advice of the Ministry of 
Home Affairs disciplinary proceedings against the supervisory officers 
had been 1:eld up till the settlement of the case of the Cashier which 
was sub judice. When the Comptroller and Auditor General pointed 
out that the Ministry could not proceed against the officer being pro- 
secuted but the supervisory officers had nothing to do with the court 
case, the witness promised to have the matter examined. 

The Committee enquired as  to why the Mission was keeping cash 
balances much in excess of requirements for current disbusements. 
The witness stated that one of the charges levelled against the super- 
viscry officers was that they did not follow the advice of the audit. 
He accepted that had some of the supervisory officers been very 
vigilant, these cases would not have taken place at all. 

The Committee are unhappy to note that in this case also the super- 
visory ofRcers have failed to discharge their duties efficient]~ and 
vigilantly. They hope that the supervisory officers will come up te 
expectations and streamline the working of the various Indian Mis- 
sions abroad. They hope that action against the Supervisory ofBeers 
concerned would be completed soon and the Committee apprised of 
the same. 

Defalcation of Governmoti funds i n  a Mission, pages 59 and 60. para. 
46. 

43. The audit of the accounts of an Indian Mission in November, 
1960 showed that a cheque issued and accounted for by the hlission 
in June, 1960 was for Rs. 9,000 while the debit reccived from the 
Bank separately for the encnshed C ~ C Q L I ~  was Rs. 19,000. A subse- 
quent analysis of the outstanding items under suspense showed that 
in respect of 3 other cheques debited in the Mission's accounts for 
Rs. 14,972 in September, 1959, corresponding credits were not trace- 
able in the Mission's cash account. The discrepancies were reported 
to the Mission and subsequently to the Ministry in February, 1961. 



In March, 1961, the Mission reported that a locally recruited ac- 
counts clerk of the Mission had misappropriated Government funds 
totalling Rs. 24,972 by changing the amount of the cheque issued in 
June, 1960 and fraudulently encashing the three cheques for 
Rs. 14,972 in September, 1959. 

In February, 1962, the Ministry stated that the same clerk had 
committed a further defalcation of Rs. 12,000 in December, 1960 by 
forging the signawe of the drawing officer on the Reserve Bank of 
India draft purported to have been issued by the Mission in his 
favour. His services were terminated in December, 1960 and criminal 
proceedings were instituted by the local police. This loss was not re- 
ported to Audit by the Mission as prescribed by Rules. 

The Ministry informed Audit in February, 1962 that action in 
respect of other defalcations would be taken after the clerk was con- 
victed by the l&al court and that investigations were being conducted 
with a view to fixing responsibility on the supervisory officers. 

The Committee enquired about the present position of the case 
referred to in the Audit para. The Joint Secretary of the Ministry 
informed the Committee that the person concerned was an Indian 
recruited locally, and he was being prosecuted in Sikkim and that 
the explanation of the supervisory officer had been called for and 
that further action was pending till investigations of the case were 
completed. To a question as to why the Audit was not informed 
about it, the witness stated that that was another irregularity for 
which the explanation of the Trade Agent had been called for. To - 
a question as to when the Ministry got the information for the first 
time and when the explanation of the Trade Agent had been called 
for, the Committee were informed that the fraud was detected by the 
Trade Agent, Yatung on the 23rd November, 1960. He reported the 
matter to his superior Officer-Political Officer, Sikkim cn 1st Decem- 
ber, 1960. On an enquiry made by the Political Ofiicer, Sikkim, an 
3rd December, 1960 the Ministry of External Affairs, advised Mm on 
7th December, 1960 of the action to be taken in regard to institution of 
criminal proceedings against the local Accounts Clerk who committed 
the forgery, and reporting the matter to the Accountant General, 
Central Revenues, in accordance with para. 20 of G.F.R. Vol. I. 

The Minktry of External Affairs informed the A.G.C.R. about the 
forgery of Rs. 12,000 on the 15th February, 1962. On the 20th 
February, 1962, the Political Officer, Sikkim was asked to explain 
the circumstances in which the action required to be taken under 
Para. 20 of G.F.R. Vol. I was not taken, after ascertainingethe same 



-from the Indian Trade Agent. The Ministry informed the A.G.C.R. 
a n  the 22nd February, 1962 that the provisions of G.F.R. Vol. I ap- 
peared to have been overlooked in this case and the Political Officer, 
Sikkim was asked to send the necessary report direct. The final re- 
port was sent by the Political Oflficer, Sikkim to Audit on 6th April, 
1962. 

The Committee are surprised to note that although the Ministry! 
.got the information about this case as early as December, 1960, they! 
informed the Accountant General, Central Revenues, only in February,: 
1962 and that the explanation of the supervisory officer was also called 1 
for as late as February, 1962. They hope that action against the dc-1 
faulting officers for the irregularities and lapses will be completed 1 

.early and they will be informed about it in due course. 1 
MINISTRY OF FINANCE . . 

,Grant of loans at concessional rates of interest-pages 185-86, para. 135. 

44. In May, 1957, Government issued orders that all loans granted 
or renewed would bear interest at normal rat;es to be determined in 
the light of the market conditions from time to time, the period of 
loans and other relevant considerations. The orders also stipulated 
that where the normal rate was too high and a concession was justi- 
fied, it should take the form of a direct subsidy. In November. 1958. 
.Government further decided that where the accepted policy was to 
grant loans at  concessional rates of interest and it was difficult tcc 
work out the financial effect of the concession and adjust it as a sub- 
sidy, a token provision should be made in the budget for obtaining 
the specific approval of Parliament for the grant of the concrssion. 
These orders were not followed by the Ministry of Scientific Restsrch 
and Cultural Affairs, and the Ministry of Education who granted in- 
terest free loans to eighteen educational institutions totalling Rs. 3F.09 
lakhs during 1960-61. On the basis of the borrowing rate of interest 
of 4 per cent. during the year, these loans involved a monetaxy con- 
cession of Rs. 25.90 lakhs during the currency of the loans. In none 
of these cases, the specific approval of Parliament was ootained by 
means of a token provision in the budget. 

Referring to the loans given by the Ministry of Scientific Research 
and Cultural Affairs, the representative of the Ministry of Finance 
stated that at the time of sanctioning the loans, the question as to 
whether these should bear interest had not been decided. It was 

.decided only in August, 1960 that the loans should continue to be 
granted free of interest. Therefore, no provision could be made in 



the Budget for 1WO-61. However, provision in this regard had been- 
made in the Budget Estimates for subsequent years. The Secretary, 
Ministry of Finance, admitted that it was a lapse on the part of the 
Ministry of Scientific Research and Cultural Affairs in not having 
obtained specific approval of Parliament by a supplementary grant 
during 1960-61. The representatives of the Ministry of Sciel~tific. 
Research and Cultural Affairs also admitted the mistake. 

The Committee take a serious view of the lapse on the part ol the 
Ministry of Scientific Research and Cultural Affairs in not having 
taken the specific approval of Parliament tor interest free loans by a. 
supplementary grant during the year 1960-61; for this involved a con- 
travention of an important principle of Parliamentary Control over 
expenditure. They desire that the Ministry of Finance should issue 
necessary instructions to all the Ministries to prevent recurrence of 
such cases. 

Central assistance to States for raising emolunre~rts of their low paid' 
employees-page 187, para. 137. 

45. The Government of India formulated in May, 1957 a sclien~e for 
affording assistance to State Governments to enable them t:, raise 
emoluments of their low paid employees, including those of local 
bodies. The scheme was effective from 1957-58 to 1960-61. Tile. 
scheme envisaged initial payments on a provisional basis and pre- 
scribed that the State Governments should obtain statenwnts from 
the concerned authorities, indicating how the actual amouni of assist- 
ance admissible had been computed and forward them to the res- 
pective Account~nts General for test check and for final a-ljustrr:ent 
of the provisional payments already made. The tota! provisional 
payments made upfo 1960-61 amounted approximately to Rs 55 crores 

tements but only nine State Governments furnished the prescribed s.a 
a lor. was to Audit by April, 1962, b ~ t  even in these cases, the inform t* 

incomplete. 

The Committee were informed during evidencc that out nf total 
provisional payments made upto 1960-61 to various States amounting 
tc Rs. 52.67 crores, the State Governments had furnished the prescrib- 
ed statements to Audit only in respect of an amount of Rs. 12.73 
crores upto Septcmh~r,  1962. No information had been rc.:t ivcd in 
this regard from four States. The representative of tho Ministry of 
Finance, however, agreed that the procedure in this regard was Om 



elaborate, as had been represented by some State Governments, and 
was required to be reviewed with a view to avoiding unnecessary 
details. 

The Committee feel concerned to note that the requisite statements 
have yet to be received in respect of more than t h r e m - f o e  of the 
provisional payments made to the various States under the scheme. 
They desire that the Ministry of Finance should take vigorous steps 
to expedite the final adjustment of the provisional payments. If de- 
lay in submission of the information by the State Governments is due 
to difficulties in procedure, this should be simplified in consultation 
with the Comptroller and Auditor General. The Committee would 
like to be informed in due course of the progress made in making 
adjustments. . . 
Delay in finalisation of Pension and Provident Fund -1 payment 

cases-pages 192-93, para. 142. 

46. (a) With a view to minimising delays in the finalisation of 
pension cases, the Ministry of Finance issued instructions in hiatch 
1959 stating that (i) in each department and office, an oZcer of 
appropriate rank should be specifically charged with the responsibility 
of initiating action in due time regarding the completion of pension 
records and documents, (ii) he should have a list prepared every six 
months of all officials, who would attain the age of superannuation 
within the next twelve to eighteen months and (iii) all administrative 
authorities should take steps for the preparation and submi-don of 
pension papers, one year in advance of the date of retirement, with- 
out waiting for the formal application for pension from the official 
concerned. During 1960-61, out of 1956 pension cases of Central 
Gowrnment officers received in Audit offices, 1163 cases (5996) were 
received after the date of retirement and 367 out of these were receiv- 
ed one year after retirement. The departments were also not prompt 
in rectifying the omission etc. pointed out by Audit in the pensinn 
papers received by them. On t5e 1st September, 1951. 528 cases we= 
under correspondence with the departments for more than three 
months after the date of retirement. 

[b) An analysis of the reasons for the delays in Anal payment of 
provident fund balances showed that in several cases, the Adminis- 
trative authorities had not been able to furnish all the requited parti- 
culars. For instance. out of 1700 claims received during 1 m 1  in 
respect of 12 Ministries the requisite information was received in 
267 caws only after 3--6 months beyond the date of retirement, while 
for another 253 claims, it was received more than six months after 
retirement. 



During the course of evidence, the Secretary, Ministry of Finance 
stated that delay in submission of pension cases to Audit Department 
was due to fulfilment of procedural requirements, such as verification 
of service, issue of sanction etc. which in some cases took consider- 
able time. During the last few years there had been difficulties in 
verification of service of persons previously serving In Pakistan or 
erstwhile Indian States. Another reason for the delay was that 
officers were not very keen about applying for pensions one year 
before the date of retirement, as laid down in the rules, in the hope 
of getting extensions. The Comptroller and Auditor General pointed 
out that according to the ins:ructions issued by the  Ministry of 
Finance, the administrative authorities concerned were required to 
take steps for the preparation and submission of pension papers one 
year before the date of retirement without waiting for a formal 
application from the official concerned and added that these orders 
were not being followed. Evcn in the case of Ministry of Finance 
itself out of 621 pension cases received during 1960-61, 367 cases were 
received in Audit after the date of retirement of the officers concern- 
e d b  

4 

The representative of the Ministry stated that in order to avoid 
delay in completion of service records it was proposed to permit 
employees to ask for a duplicate copy of the senrice book, who might 
take interest in the various entries being made in them regularly. 
Asked about the desirability of making it compulsory for each em- 
ployee to have a duplicate service book, the witness stated that +he 
suggestion would be considered but added that it m'ght create some 
other difficulties. The witness added that ?he question of cxpeditirn~s 
finalisation of pension cases was under constant review. Recentlv an 
officer of the rank of S.A.S. Accountant was deputed to make a case 
study of 80 pension cases in the Office of the Accountant General, 
Central Revenues, and as a result of this study ccrtain instructions 
had been issued to all Ministries to avoid delays. 

The Committee feel concerned over delays in finalisation of pen- 
(sion and provident fund cases, which are mainly attributable to non- 
submission of papers to Audit in time, incomplete records and pro- ! tracted rarcspondence over making clarificnlions. It is regrettable 

/that even in the Ministry of Finance, ahout GOr;;, of pension cases (i.e., 
1367 out of 621) were not forwarded to Audit in 1960-61 before the rs- / tirement of the oficers, even though. according to the Ministry's own 
/orders nccewary papers are required to be prepared and sr~hmilted to 
{Audi: one year before the date of retirement. 

Thc Committee were assured that the procedure was kept under 
constant review and instructions were issued from time to time f o r  



the expeditious finalisation of cases. The Committee desire that 
ious notice should be taken of disregard of these instructions. It 
should be particularly ensured that service documents of ofecers are 
kept up-to-date to avoid difRculties at the time of retirement. It is 
needless to over-emphasize that Gwenrment should aim at avoiding 
financial hardship to pensioners and their dependents, resulting from 
delays in settlement of their cases. 

Delegation of Powers by administrative Ministties to h e r  authorities 

47. The Public Accounts Committee, in para 13 of their Eighth Re- 
port (Second Lok Sabha) on Budget Estimates and Financial Control, 
had recommended inter alia that every officer with delegated financial 
powers should submit a monthly schedule of sanctions issued bv nim 
to the authoritv immediately superior to him to enable that authority 
to watch that ihe delegated powers had been properly exercised. This 
mcommendation of the Committee was accepted by Government and 
brought to the notice of all Ministries who were also requested to 
devise a suitable procedure for the implementation of the recom- 
mendation, by the Ministry of Finance in 1959. 9 

In a note submitted to the Committee in March, 1962 (Anendix 
I), the Ministry of Finance stated that since the above decision was 
taken, there had been some informed criticism, against the workmg 
of the Government machinery, which had emphasised the importance 
of greater delegation of authority in speeding up decisions and ensur- 
ing timely execution of projects and programmes. In pursuance of 
these objectives, a number of changes had been introduced towards 
decentralisa!ion and delegations of authority considered essential for 
the purpose. 
I 

In this connection, the Ministry of Finance proposed !o *he Com- 
mittee for consideration that instead of submission of monthly retnrns 
of all the sanctions issued, it would be suftlcient if the returns were 
submit'ed quarterly and confined, on a selective basis. to a few im- 
portant items of delegated authority where there m'ght be some .cope 
for misuse or irregular exercise of such powers. In addition periodi- 
cal inspecticns by superior authorities and audit conducted in the 
normal course would provide further opportunities for reviewing the 
exercise of the delegnted authority. It was further stated that 
in repard to selection of items to be included in the returns. the 
matter was proposed to be left to the administrative Ministries or the 
Heads of Departments who would prescribe the type of sanctions 
exercised by the subordinate authorities which they would like to be 



reported to them. These arrangements were proposed to be re- 
viewed after a year. 

The Committee approved the aforementioned propwals made by 
the Ministry of Finance at their sitting held on 17th August, 1962 
and desired that similar arrangements should be introduced in res- 
pect of financial powers further delegated from time to time. The 
Ministry of Finance have accordingly issued instructions on the 26th 
October, 1962 in this regard to all the Ministria etc. with the request 
that the position should be reviewed by the Ministries etc. after a 
year and the result thereof intimated to the Ministry of Finance 
by the end of March 1964 at the latest. The Committee would like 

I to be apprised of the results of tho introduction of these arrangements 
ia due course. 

MINISTRY OF FOOD & AGRICULTURE 

Loss in running brood lac farms, page 44, para 27 ( a )  
48. In fourteen brood lac farms run by the Indian Lac Cess Com- 

mittee, the total revenue realised during 1959-60 amounted t o  
Rs. 14,483 against an expenditure of Rs. 45,917. It was stated by 
the Department in January, 1961 that the loss was due to the fact 
that most of the farms were in infancy and that it took three years 
for a farm to become revenue-earning. 

Four out of the fourteen farms had, however, been working for 
more than three years a t  the commencement of 1959 alM cn the 
basis of trees planted for producing brood lac, the expected annual 
revenue of the four farms should have been Rs. 29,940, but the 
revenue actually earned by them during 1959-60 was only Rs. 8.827. 
I t  was stated that the shortfall in revenue was due to natural cala- 
mities as also on account of the sale of brood lac at concessional 
rates. 

The Committee desired to know whether it was justified to run 
this business after incurring such losses. The Special Secre- 
tary of the Ministry stated that it was not a commercial ven- 
ture but it was meant to subsidise the supply of brood lac, which 
was equivalent to seed in agriculture, to cultivators who were pay- 
ing a higher price which had come down from Rs. 50 to Rs. 45 a 
maund. It was further stated that the fall in revenue was due to  
some natural calamities like severe hot weather. Besides, these 
farms were expected to serve as field for demonstration to the 
trainees. They also aimed at increasing production of lac in the 



country. The production of lac had gone up from 10' 14 lakh maunds 
in 1958-59 t c  14 lakh maunds in 1960-61. The brood lac farms were 
responsible for supplying about 1,000 maunds of Rangini and 300 
maunds of Kusumi brood lac to different States. Some quantity 
was also sent to Andamans for trial. 

With regard to the details of investment and actual working of 
the farms, the Committee were informed that investment was in 
the shape of planting host-trees, looking after them and rearing the 
brood lac. I t  was not expected that there would be profits a t  least 
in  the near future. It was also stated that there was a Lac Research 
Institute in Ranchi. India was the most experienced country as far 
as lac was concerned and people from other countries like Indonesia 
came here for study. To a question regarding increase in quantity 
and improvement of quality resulting in more profits to t r ibd  peo- 
ple, the Committee were informed that reports revealed that those 
objects had been achieved and that yield of brood lac per acre as 
also area of cultivation had also increased. 

While appreciating the difficulties owing to which there had been 
shortfall of revenue, the Committee hope that all possible steps d l  be 
taken to improve the financial working of the brood lac farms so that 
revenue couM be increased to the extent possible. # 

Infructuo~is E.rpenditzcre, page 44, para 27 ( h )  

49. For t he  construction of an air-conditioned godown 'at Cal- 
cutta, a plot of land was taken on lease by the Committee with 
effect from 1st September, 1958 on a monthly rent of Rs. 379 less a 
rebate of 5 per cent for prompt payment. Although more than 2X 
years have clapsed since the date of taking over the land, neither 
tho agreement for the land taken an lease nor the plans and esti- 
mates cf the godown have fwe.. approved. This delay in the con- 
struction of the godown resulted in an infructuous expenditure of 
about Rs. 12,200 in the shape of rent for the land from September 
1958 to June 1961. 

The Committee enquired as to why land was acquired when the 
plans and estimatx etc. had not been approved. The Special Secre- 
tary of the Ministry stated that it was not possible to get any land 
immediately by acquisition. The delay in building the godourn, was 
due to delay in the preparation of plans and estimates, although every 
possible precaution was taken to start the preparation of plans etc. 
as soan as the land was taken on rent. The construction had since 
started and the godown would be completed by August 1963. It was 



further stated that the C.P.W.D. was first asked to prepare the esti- 
mates in June 1958 and the site-plan was prepared in September 
1958. The revised estimates were, however, submitted in Septem- 
ber 1959, the administrative approval was given in November 1959 
and the expenditure sanction was given in August 1960. There was 
some delay in giving the expenditure sanction and the reason was 
that original estimate of Rs. 8 lakhs (when the plans and estimates 
were prepared by the C.P.W.D.) went upto Rs. 15 lakhs. The mat- 
ter had, therefore, to be referred back to the governing body of the 
Indian Central Lac Committee for additional funds etc., which took 
about 8 months. 

1 The C o d t t e e  are not satisfied with the explanation furnished 
to them for the delay extending over some years in preparation of 
estimates and construction of the godowb which was intended to be 
completed in 1958-59. They recommend that plans and estimates 
should be prepared and finally approved be f~re  schemes are taken 
up for execution. They would like to be informed as soon as the 
construction of the godown is completed. 

Avoidable expenditure on diversion of a ship, pages 44-45, para 28 

50. An extra expenditure of £4000 (Rs. 53,333) was incurred on 
freight in respect of a cargo of 6,000 tons of Ammonium Sulphate 
owing to the defect in the arrangements for the diversion of the 
ship from Bombay (the port to which the cargo was originally con- 
signed) to Cochin. 

The ~ e & n a l  Director. Food, Bombay, who received an intirna- 
tion on the 14th June, 1957 that the ship was expected to call at  
Bombay on 3/4th July, 1957. advised the Ministry, on the 3rd July, 
to arrange for the diversion of the ship in view of heavy conges- 
tion at Bombay Port without, however, specifying an alternative 
port for diversion. The Ministry, on tbeir own initiative, arranged 
for the discharge of the ship at Bhavnagar Port without extra freight. 
The Regional Director, however, reported on 5th July, 1957 that 
Bhavnagar Port was unsuitable for discharge due to non-availability 
of storage accommodation and difficulty of transport. He, however, 
negotiated with the local agents of the shlp owners and obtained 
from them an agreement letter dated 16th July, 1957 which provided 
for diversian to Cochin Port "subject to the full reservation of rights 
by the owners for the diversion". In August 1957 the ship-owners 
demanded a sum of f 4350 as extra freight for diversion of the 
ship from Bhavnagar to Cochin, though no extra freight charges 
for divemion were contemplated in the negotiation between the 
Regional Director, Food and the local agents. As the Regional Direc- 
tor, Food had accepted an indefinite commitment in regard to "full 



reservation of rights by the owners for the diversion", the Ministry 
was unable to resist the claim of the ship-owners which was settled 
in  April, 1958 by payment of £ 4000. 

The additional payment might have been avoided, if the suitabi- 
lity of alternative ports had been considered in the early stages and 
a decision taken after necessary enquiry so that the diversion could 
have been arranged without extra freight, as was actually done in 
regard to diversion to Bhavnagar port. 

The Committee enquired under what circumstances the extra 
exponditure was incurred. The Secretary cf the Ministry stated 
that this had happened just after the Suez Crisis when the Suez 
Canal was opened and a large number of ships came into Bombay 
Port all of a sudden. The fertilisers which were brought by t h e  
ship were destined to go to Punjab. Rajasthan and other places in 
the north India and that is why Bombay Port was selected. When 
the Regicnal Dircctor informed the Ministry that there was heavy 
congestion in Bombay Port, it was considered that the best port for 
landing this cargo would be either Bhavnagar or Kandla. At that 
time Kandla had three food ships on the way. Instructions were, 
therefore, sent for the diversion of the ship to Bhavnagar, but due to 
Bhavnagar port being unsuitable for discharge owing to non-avail- 
ability of storage accommodat~on and difficulty of transport the 
Regional Director diverted this ship to Cochin. 

To a question as to why the Regional Director did not suggest an 
alternate pnrt*whcn he knew that Bhavnagar port was not suitable 
the witness acttytcd that  there was a little omission on the part 
o f  the Regional Dircctor. It was further stated that had the ship 
'remained in queue for landing at Bombay, demurrage would have 
to be paid. It was. however, pointed out by the Comptrcller and 
Auditor-General that the Regional Dircctor in his correspondence 
hrtd said ns follou~:-- 

"Regarding additional charges claimed by the vessel for 
diversic:n. I might add that at no stage the Shipping 
Agents raised the question of additional charges and our 
understanding throughout wits that diversion has been 
agreed to without any additional chargc whatsoever" 

In reply, the witrlrss stated that in this case there were two 
diversions and that the D.G.I.S.D. who was the charterer of the ship 
had also advised about the liability for payment and hence the 
payment was made. 

The Committee desired to know whether m y  legal opinicn was 
taken before making payment of extra freight charges for diversion 



of the ship, and if so, what that legal opinion was. The information 
is still awaited. 

The Conunittee are not convinced by the arugments advanced 
by the Ministry for the extra expenditure on freight in this case. In 
their opinion, the extra expenditure of £4000 could have been avoid- 
ed. if in the shipping contract itself alternative ports had been men- 
tioned or suitability of the port for discharge of the cargo in this 
case was decided in advance of the arrival of the ship. It is unfor- 
tunate that cases of extra expenditure incurred on diversion d 
ships are occurring year after year either under the Depart- 
ment of Food or under the Department of Agriculture as would be 
clear from paras 36-38 of 25th Report, VoL I1 (1959-60) and paras 
96-97 of the 34th Report (1960-61) of the Public Accounts Committea 
The Committee desire that suitable instructions should be issued in 
this matter in consultation with the Ministry of Transport & Com- 
munications (Department of Transport) and any contravention there- 
of resulting in avoidable expenditure suitably dealt with. 

MINISTRY OF FOOD & AGRICULTURE (DEPARTMENT OF 
AGRICULTURE) /MINISTRY OF WORKS, HOUSING AND 

SUPPLY 

World Agriculture Fair, 1959 

Letting out of exhibition grounds without finalising the terms and 
conditions-pages 56 & 57. para 41. 

'(L 51. The World Agriculture Fair was held under the auspqcts of 
Bharat Krishak Samaj from 11th December, 1959 to 29th February, - - 
1960. On the iit-Aj%iI, 1960 during Supplernenta'rles to Starred 
Question No. 1223, Members desired to know in the Lok Sabha whe- 
ther the Comptroller 8: Auditor-General would audlt the accounts 
of the Fair. The Speaker observed that if an?; further elucidation 
was necessary, he wculd have no objection if the Public Accounts 
Committee looked into this matter. He also drsired that the Minis- 
ter should place all the material before the Public Accounts Com- 
mittee as soon as possible and the Committee would send a Repcrt 
to the House. A statement containing a copy of the accounts pro- 
mised in reply to the question referred to above was laid on the 
Table of the House on the 23rd March, 1962. The Public Accounts 
Committee examined these accounts while considering para 41 of 
the Audit Report (Civil), 1962. 

It was disclosed in the Audit para that in July 1959 the Exhibi- 
tion Grounds at Mathura Road, New Delhi were handed over to the 



Bharat Krishak Sarnaj for holding the World Agriculture Fair 
(1959) while the terms and conditions of allotment were still under 
consideration of Government. In  November 1959 Government asked 
the Samaj to execute the draft licence deed, but the Samaj raised 
some objections and did not execute the document. A claim of 
Rs. 35.58 lakhs representing licence fees for the land and buildings 
occupied by the Samaj was preferred in February 1960 cn the basis 
of the terms of the draft licence. The Samaj has so far paid a sum 
of Rs. 3.30 lakhs only (March 1962). The Samaj has not accepted 
the basis of assessment adopted by Government. The matter is 
stated to be receiving urgent attention of Government. 

The Committee desired to know in brief the background of this 
matter. The Secretary, Ministry of Works, Housing and ' s u p p l i  
stated that Government did not allow any body to take possession 
of Government land without terms having been settled well in 
advance and some agreement having been entered into as an assur- 
ance that the rent would be paid. But the Bharat Krishak Samaj 
which was a well known organisation and which was presided over 
by a very distinguished person, was in a hurry to  make arrange- 
ments for a very big fair and that was why possession of the land w a  
given without terms having been settled in advance. There was no 
correspondence but an oral understanding that i t  would pay rent 
at  the same rate as was paid by the Industries Fair. He further 
stated that the Samaj was reminded on a number of occasions to 
enter into an agreement about thc rent. Resides, meetings were also 
held at various Ievt.1~. Ultimately the Financial Adviser of the 
Ministry o f  Food and Agriculture was requested to prepare a d r a f t ,  
memo. of agreement indicating the rates of rent that should be 
charged from the Samaj. Thesc rates were not acceptea by the 
Snmaj. In  the meantime. thc fair n-as he!d and concluded. Against 

I I 
thc drmnnd for Rs. 35:58 lakhs, pajment of Rs. 3.30 lakhs had been 
rcccivcd. In addition, the Ministry held some cash and material 
worth about Rs. 4 lakhs belongin: to the Samaj. The Samaj had not 
repudiated liability to pay rent. They simply argued that the charges 
were excessive. The Ministry had no intention to write off the dues' 

l 
and they were trying to realise the balance through the good offices of 

action might have to be considered. 
i the Ministry of Finance. He also added that i f  necessary, penal , i 

To a question under what circumstances the Sarnaj donated a 
sum of Rs. 13,03,000 to organisations which were not connected with 
the activities of the Fair, the Secretary, Ministry cf Agriculture 
stated that the Bharat Krishak Samaj was a private society and he 
did not know about their activities in detail. 



Asked whether the Samaj was a registered body or not before 
these transactions tcok place, the Committee were informed that 
that the Bharat Krishak Samaj came into being in August 1962* and 
till then it was called as the All India Farmers' Council. In this 
connection the Committee desired to have a'detailed note indicating 
the circumstances under which the exhibition ground was lent for 
the World Agriculture Fair specifying therein whether the Ministry 
of W.H.& S. had entered into any agreement (written or verbal) 
with the All India Farmers' Council or the Bharat Krishak Samaj 
before renting the land for the Fair. The note received from the 
Ministry (with the Audit comments thereon) is enclosed as Appen- 
dix 11. 

With regard to the fact that the Ministry did not ask for an 
advance frcm the Samaj. the witness admitted that a mistake had 
been committed in not taking any advance and in not entering into 
a written agreement; otherwise such difficulties would not have 
occurred. C 

When it was poilited out that the Samaj had advanced about 
Rs. 17 lakhs to the C.P.W.D., Municipal Corporaticn of Delhi and 
Delhi Electric Supply Undertaking but the accounts in respect 
thereof had not been settled, the witness stated that out of this sum, 
the Ministry had with them about Rs. 133 lakhs, new material 
worth about Rs. 35,000 and old material worth about Rs. 2 lakhs and 
they wculd not release the same till the 3ccounts were settled. 

To a question whether the Ministry were aware that t hc  Govt. 
Deptts. and the State Governments were making prepayments of 
rent while the Samaj wanted the land free of rent, the witness stated 
that they kncw that the rent was beinn demanded from the Gavt. 
Deptts. 

The Committee then desired to know what was the considcration 
on which the grant of Rs. 2 lakhs was given to the Samaj. The wit- 
ness stated that it was a Government assistance to the fair which r 

. was thcught to be a useful activity. No further thought was given 
u o  the problem a t  that time. 

In view of the fact that the grant was sanctioned by the Ministry 
of Agriculture and that the President of the Sarnaj himself was the 
Minister of Agriculture, the Committee enquired whether it was 
under his own orders that the grant was given or the orders of some 

1 
other Minister were obtained. The Secretary, Ministry of Agricul- 

1 ture stated that a note which did not pass through qface a t  the s a c -  
boning stage, a m  put up by the Mininer of Apiculture to the 

--- - -- --.*-- 
*According to Audit thr Bhrnt Krirhrk S d  cune into being in &dl, r958 



Minister of Revenue and Civil Expenditure in the Ministry of ~ i n - 7  
ance seeking approval of the latter to the prcposal of giving a grant 

d- of Rs. 2 lakhs to Bharat Ki-ishak Sarnaj. 
During examination, it also transpired that the Bharat Krishak 

Samaj was functioning from the  premises of the Krishi Bhavan 
without paying any rent. The room in which they were accommc- 

I I 
dated belonged to I.C.A.R. who had paid for that block and as such 
the question of realisation of rent did not arise. In reply to  a ques- 
tion whether Government could sub-let their premises to other 
organisations, the Committee were informed that the Minister who 
was doing the work of the Samaj was occupying a room in the 
I.C.A.R. Wing and he obtained another room fcr his staff who were 
attending to the work of the Samaj. 

It  was brought to the notice of the Committee that when another 
grant of Rs. 3 lakhs was given t c  the Sarnaj the sanction read as 
follows: 

"I am direP:ed to convey the sanction of the President for the ) 
payment of a grant of Rs. 3 lakhs to the Bharat Krishak 
Samaj, Delhi for incurring expenditure connected with 
the organisation of the World Agriculture Fair. The 
grant is :;ubjcct to  t he  fol1ov:ing conditions. 
The Samaj will maintain proper accounts which will 

be open to scrutiny at any time by the Government 
of India. . . 

The amount would be returnable t c  Government should 
thcre be a net surplus of Rs. 5 lakhs or more (as certi- 
fied by the audit authorities) left with the Samaj on 
the results of t he  World Agriculture Fair." 

The Comm:t!cc enquired as to why the financial assistance was not 
being given to such orgnnisnt~c-ns by wav of a loan after exarnininq 
their detailed schcmcs, etc The witness appreciated the view pokt 
and Stn'cd tha t  ~f i t  had b c ~ n  f,wsccn at that tlmc that thcrc would 
be profits, that might h a w  been done. - 

@tic disclosur~. made in rvidcnce and in the note furnished by! 
the Ministry of W.H. & S. at the instwrce of the Committee are m-' 
vealing, In the opinion of the Committfe the entire transaction rt- -P sulling in the government dues of over 30 lakhs of rupees remaining 
unrecovered was vitiated from the very beginning by the fact that I 
the then Minister of Apiculture who was Chairman of tbc Bharrt: 
KrbhrL h m a j  made verbal commitments which were not rcd =-+ 
by the The Ministry of W. H. & S. were hustled into allow- , 
h g  occupation of the ground and lands without any written alfr* 
manta to the - Bhrr-nt lk!~hsk h ww also not asagidered I 



society under the Society Registration Act 1860 at the time the Ex- 
hibition Ground was lent to them. While the Chairman of t h i  Samaj himself suggested in May 1959 that the use of land and struc- 
tures should be allowed on the same terms and conditions on which 
the Indian Industrial Fair had been allowed in 1955, the Secretary 
of the Fair suggested in July 1959 alternative lower r a l s .  In Sep- 
tember 1959, at the instance of the Ministry of Finance a draft 
Agreement was prepared and it was sent to the World Agriculture 
Fair for execution cn 18th November 1959. But by about July 1959, 
the World Agriculture Fair had already entered the Exhibition 
Grounds and started work. The Minister of W. H. & S. wrote t o  
the Chairman of the Samaj on 3rd December 1959 informing him 
that Secretary of the Fair had not ccme for discussion and execu- 
tion of the Agreement and requesting him to take immediate steps 
to execute the Agreement and furnish a written receipt to the effect 
that the grounds and structures had been over by the Fair 
from 11th July 1959. Instead of doing these, a request wits made by 
the Secretary of the Fair, that no rent should be charged and execu- 
tion of the agreement not insisted upon. When the Minister of 
Works, Housing & Supply wrote to  the Chairman of t h ~  Samaj on 
2nd February 1960 that there was no questicn of foregoing rent, the 
Chairman of the Samaj, who had earlier suggested about the terms 
and conditions of rent as in the case of Indian Industries Fair in 
1955, now himself suggested that no rent should he charged. Tn 
this the Minister of WH&S did not agree and cn 21st February 1960 
again requested that the Agreement should b~ signed without any 
more delay. The Fair ended on 29th February, 1960. 

I t  is interesting to note that when a copy of the  draft A ~ t e c m ~ n t  
was sen! to the Bharat Krishak Sam:ij on 18th ?;or-# nl',:r. 1053, n 
copy was sent simul'aneously to Ministry of Law who  pointeJ out on 
8th December, 1959 that the reference had bwn matif. to t?7crn "at the 

b v  
leventh hour" and that it would not bt1 prowr fo r  t ' l ~ m  ' o  ,~ffl-r any 

ice "in the matter which appeared to be highly ~rrc,?ilar". They 
also poin'ed out that t heSn6a j  was an unrcqistc~ .-d :~nd  t~nincorntlrat- 
ed body and not a "Juridical Person", and that they \vould not nor- 
mallv advise the execution of an agrcment with such 3 bodv. They 
further advised that it would be expedient for t h ~  Govrrnmcn! to 
grant a licence and not a lease to the Bharat Krishak Samaj. 

The Committee were informed that the Samaj had not repudiated 
the liability. But the Committee do not know from what aswts the 

+ --_--- - 
S a r n a ~ w i l l  p a y  the outstanding amount of Rs. 32.28 la ths .  It is of 
p a t  s r s i f i ~ a ~ ~ " ~ a ~ ~ i T e  e ~ ~ l e @ t l m s t e  dues of Government have 
not so far Samaj has already made donations of 

purposes apparent&u_u~nctOn~ccc~ wjth the --- -- . . . . - - -  - - 



running of the Fair (including Rs. 4 lakhs to World Agriculture Fair 
Memorial Scholarship Endowment Fund; Rs. 24 la,khs to World Agri- 
culture Fair Memorial Shivaji College). 

Apart from the highly irregular way in which the whole matter 
has been dealt with as will be apparent from these fact!, the Com- 
mittee find the following objectionable features: 

( i )  No writden agreement was ohtained from the party before 
allowing them possession of the grounds and land etc. 

(ii) No advance or security was taken from the party. 
(iii) There wa.. no serious attempt to stop the Somaj from 

ahcad with the Exhibition in order to make 
ecute tho Agreement. 

(iv) Deptts. of Govt. and Govt. Corporations were not 
that no payments should be made to the Fair 
pending the execution of an agreement with them. 

(v) No enquiry appears to have been made about the 
tia!s of the Samaj before entering into 
them prewmably on the ground that the President n 
the Samaj was then the Minister of Agriculture. 

(vi) Although the Fair had ultimately made a huge profit, Guv- -I 
ernment gave a grant of Rs. 2 lakhs to the // instance of the Minister of Agriculture who himself 
up a note to the Minister of Revenue and Civil 
ture on this behalf. 

(vfl) The Sama j, a private body, was allowed the 
a room in the Government building in which the Ministry 
of Agriculture was located, fkee of rent. 

The Committee recommend that in cases where financial assist- 
ance is to be given to societies or organisations which resort to p d t  
making, it should be in the form of loans and not grants. - 

The Committee dosire that the entire question of financial tram- 
actions with the World Agriculture Fair should be looked into by tbe 
Government as it involves important principles which are of vital in- 
terest to the proper working of the Government.. It would be advisa- 
ble for the Government to lay down certain broad and healthy can- 
ventions and formalities to be observed by pcrsons holding high 
otricial position when they are either participants or patrons of non- 
oiacial organisations which have any financial dealings with the 
Governmen t. - 

The Committee would a b  like to be informed about the recovery 
ot Government dues from the Bharat Krishak Sunaj. 



MINIS!IRY O F  FOOD AND AGRICULTURE 

(Department of Agriculture) 

Delhi Milk Supply Scheme 

Savings over voted Grants, para 15 (iv) (a) ,  page 30, Audit Report 
(Civil), 1962. 

52. Grant No. 12O-Group Head C. 12-Capital Outlay of the Minis- 
t ry  of Food and Agriculture. 

Total Granf Actual Expenditure Saving 
- -- -- - 

(figurs in mores of Ruyecs) 
2-95 1-25 1-70 

With a view to having a proper appraisal of the working system of 
the Delhi Milk Supply Scheme, the Public Accounts Committee visited 
the Central Dairy of the Scheme located a: West Pa'el Nagar, New 
Delhi on the 23rd September, 1962 for an on-the-spot studv. The 
Ch%irman, Delhi Milk Scheme, informed the Committee that the 
Scheme which was a Second Five Year Plan Project, had as  its 
object the re-organisation of the milk supply of the Capital with a 
view to assuring a remunerative market to the milk producers on 
the one hand, and supplying good wholesome milk at  a reasonahle 
price to the consumers on the other. The savings were stated to be 
d u e  to slower tempo of work resulting in less purchase of milk It 
was further stated that the Delhi Milk Scheme started function'ng 
on 1st November, 1959 and the budget estimates wrre framed only 
few months earlier. I t  was expected that a further number of Milk 
Collection and Chilling Centres would start functioning and it wodd  
be possible to procure more milk through them but as it did not 
materialise, the scheme had to begin with only one centre a'. Mwad- 
naqar on 29th October, 1959. The combined proforma accounts for 
the period from 1st November, 1959 to 31st March. 1961, i.e., first 17 
months of the Scheme, which had becn compiled and audited bv the 
Director of Commercial Audit shcwed that t b  scheme incurred a net 
loss of Rs. 5.01,777 during the period. The loss waq stated to he due 
to much hiqher overheads and was likelv to diwppcar with the in- 
crcaw in daily throughput of the milk handled hv t h ~  ~ c h c r n ~ .  The 
Cornmitt* have been informed by the Ministry tha* the flnal accounts 
of 'he Delhi Milk Scheme far the year 1961-62 wh~ch have sinre becn 
auriited. hay2 also revealed a net loss. The accounts of 196243 have 
not yet been finalised. 



The Committee suggest that early steps should be taken to i 
the throughput as originally envisaged so that the scheme wwks on 
'No p e t ,  No loss basis', as intended by Government 

MINISTRY OF FOOD AND AGRICULTURE 

(Department of Food) 
Purchase of Foodgrains 

Schemes for the purchase of foodgrains, pages 70-74, para. 55. 

53. The Scheme of State Trading in foodgrains which was introdu- 
ed in 1943-44 continued during the years 1959-60 and 1960-61. During 
the year 1%0-61, an expenditure of about Rs. 243 crores was incurred 
on the Scheme. The pro forma accounts for this year had not, 
however, been prepared by the Ministry up'o March, 1962 due mainly 
to (i) non-receipt of complete stock returns from Regional Directors 
and (ii) non-reconciliation of differences between the 'stock accounts 
and sale accounts. 

The pro fonna accounts for 1959-60 prepared by the Ministry are 
reproduced in Appendix I1 of the Audit Report (Civil) 1962. During 
the year 1959-60, wheat was imported from the USA., Canada and 
Australia; rice was imported from Burma and the U S A .  In ad- 
dition, rice and paddy amounting to 9-60 lakh tons were procurred on 
Government account in the States of Madhya Pradesh, Punjab. Andhra 
Pradesh and Orissa. The quantity of wheat procured internally was 
very small (111 tons). 

The Public Accounts Committee (1961-62) were informed* that 
the form of proforma account for the State Trading Scheme relating 
to the purchase of foodgrains would be finalised by the Ministry in 
consultation with the Comptroller and Auditor General. In pursu- 
ance thereof i t  was decided that considering the objecbives of the 
scheme of Government purchast and distr;bution of foodgrains, ~t 
was not nrceisary to publish a regular balance sheet and profit and 
10s  nxount on strictly commercial lines, but that the present pro- 
f n m n  accounts should be amplifird in certain respects to achieve the 
end in  vitaw. In particular, information was to be furnished regarding 
the total outstanding recoveries on amnun! of sale of fodclritins 
anti thc total advances recoverable from the Stabe G ~ v c r n ~ e n t s .  It 
was  also cmphasised that there should be n reconc:liation be*wwn 
the proforma accounts and the financial accounts every year. The 
Committtw, therefore, desired to know about the latest position in this 
- "  . - - - - -. - - . - .- -- 

*See para. 106 of the FortySccond Report (196162). 



regard. The Secretary of the Ministry stated that the various accounts 
relating to 1959-60 referred to by Audit were under process of re- 
conciliation and most of them had been reconciled and Audit inform- 
ed accordinglv. Proforma accounts for 1960-61 were in the process 
of reconc:liation. Action had also been taken to ensure timely pre- 
paration and reconciliation of accounts in future. 

The Committee would like to watch the msnlts of the action taken 
In this regard. They need hardly impress upon the Ministry the 
importance of timely preparation and reconciliation of accounts. 
They hope that these accounts will soon be brought up-to-date. The 
Committee would like the Ministry to take suitable measures to 
eliminate such delays in the preparation of proforma arcounts in 
future. 

Opening stock. 

54. The figure for opening stock for 1959-60 as shown in the ac- 
counts is higher than the quantity of physical stock in hand at the de- 
pots for the following reasons:- 

(a) Transit losses for the period prior to 1959-60 have yet to 
be worked out and reduced from closing stock of the 
previous year. 

Similar transit losses during 1959-60 as worked out in 
February 1962, at the instance of Audit have amounted 
to Rs. 1.05 crores and have been included in the 
accounts; but most of these cases are still to be investi- 
gated and formally written off. 

(b) Although the closing balance of the proforma amounts for 
1 9 5 W  has been adopted as the opening balance of 1959- 
60 there are discrepancies awaiting investigation in the 
closing balances for 195839 and the opening balances for 
1954-60 in the accounts of individual depots. In 4 of those 
cases, the opening balances for 1959-60 are less bv 7872 
tons than the clodng balances of the previous year. 

It was stated in evidence that all the items were being located 
and a d j d  in the accounts in hand. The delay in finnlisinq the 
process Qas explained as due to the recasting of accounts in some 
regions. 

The Committee would like the Ministry to complete the investi- 
gotiom b t o  the various trrndt 1- hcurred during 1959-60 (amount- 



b g  to b. 1-05 crores) at an early date. They desire 
steps be taken to reduce the period taken in the investigation of losses. 

Sale and inter-depot movements. 

55. (a) Sales accounts and despatch advices for such sales covering 
30.16 lakh mds. of foodgrains shown in the depot accounts as despatch- 
ed upto 31st March, 1960 had not bee!! received by February, 1962. 
Of this quantity 14.50 lakh maunds relate to despatches during 1956- 
57 and earlier years. These have not been investiiated and the  
corresponding credits traced. 

Sale accounts and despatch advices covering 9-88 lakh maunds 
received upto 1959-60 have not yet been linked with the issues shown 
in the stock books of the depots concerned. 

(b) As regards despatches from docks to depots and from one depot 
to another, the number of unlinked items as at the end of March 
1962 for grains transferred prior to the commencement of 1960-61. 
is about 20,000 and involves over 3 crores of maunds, valued at abou: 
Rs. 45 crores. 

(c) The accurilcy of the rates charged by :hit Regional Directors 
for sales cannot be verified. as no separate stock accounts are bcing 
received in the Accounts Office for each variety of rice, the rates of 
which vary from Rs. 16 to about Rs. 26 per maund. 

To a question regarding sale accounts. the Committee were In- 
formed that there was something wrong in the accounting of the 
Bombay region relating to the period from 195.155 to 1958. After 
1958, thc accounts had been generally set right. During this period, 
the Bombay region was consolidating all their depot accounts in the 
Rcgwnal Director's Ofice and preparing some sort of master accounts 
etc. In this process they made some mistakes. An effort was. there- 
fore, being made to make a reconciliation of the overall position. 

The Committee were informed that out of 20.000 unlinked items on 
account of in ter-movements, only 1399 items still remained. 

The Committee would like to see these arrears cleared at an ccriy3 i 
date. They also desire that the accounting of the Bombay Regioni 
I n  the period from 1954-55 to 1958 &odd be set right, rcnranr fy the! 
confused state of affairs investigated, and responsibility fixed. I i 



Losses. 

56. A few instances of transit losees requiring inveshgatlon ore 
given below:- 

Despatches to Loss Renlarkf . 
Depots in Bihar . . 2 .  I 7 lakh mds. The loss is 7.36% af t k ~  

total quantity &spat&- 
hi 

Depots in Assam . . 66,030 maunds. The l m  is 2.327. of 
total quantity despatch- 

ed. 

Depots in Tripura 35.200 mauds The lms (including storage 
loss) works out to 5% 
of the quanrirv handled. 

- - - - - -  -- -- . - - - 
It was stated in evidence that with regard to losses In the L)tpob 

in Blhar a special cell had been appointed which had started iunc- 
timing only last year. As a result they have been ab!e to ~.clluce 
the items on which tlaims could have becn made to the Ratways. 
The items were despatched generally from Calcutta or V~.akhapatnnrn 
and dur:ng transit they were sometimes diverted to anot'lrr h p o t ;  
they were not received in this Depot but were  accountrd for  in an- 

-other depot. Similarly there were also Imses due to the  fa r t  thet 
when t'ley left Visakhapatnam there was no cent. p r  -enb. wclgh- 
ment. In Assam also similar reasons operated So far as Tr~pura wm 
concerned, one despatch went via Pakistan wherch thcrc w;i\ a tran- 
shipment and another despatch went all the way on Indlan routes. It 
was found out after investigation that in th!s case the contrac!or WP~E 
responsible. He had been dealt with. Therc were certain Ivscs due 
to floods also. 

I: was furthel- stated that with a vicx to clearing up c3si1i  of 
transit losses quickly, separate special cell.; for chach rcqion under 
an Assistant Director had been established. It was a Board consist- 
ing of three officers. The Chairman of the Board was an nffirei not 
below the rank of a Deputy Director. 

The Committee desire that further stew should be taken to reduce 
the loses of foodgrains at various s t q a  of transit so that the over 
all losses are reduced lo the minimum. They would also Itkt the 
icase~ of losses to be cleared ns early as possible. 



57. A number of discrepancies are usuallv noticed between the 
number of bags unloaded at a port, as per discharge tally, and the 
number of bags cleared from the port area as per despatch tally. 
Such differences in case of ports a t  Madras and Visakhapatnam for 
the years 1959 to 1961 are given below: 

- 
I959 r 960 1961 Total 

Madras Port . 27,336 4,725 31,784 ' 63,845 
Visakhapamam (April 1959 to 

Dec. 1961) , 32.065 ' 3 2 ~ 6 5  - 
Grand Tnal . 951910 

- - - - -- - - - 
No discharge tally 1s taken at Calcutta port. The difference m 

Madras and V~sakhapatnam ports during 1961 was thus of the order 
of about Rs. 14.78 lakhs in value. The difference between the dm- 
charge tally and despatch tally represents the number of bags lost 
in the port area but no ac!ion IS taken in such cases beyond writing 
off the cost of  empty bags, on the ground that the port is a jxotected 
area and that the port authorities will not bear such losses. The 
entire t~spc~ncf~iurr. o n  the  tally clerks. (Rs. 40.000 a year in Madrao 
pot-t alonc) api>nrcn?Iy sen-es no purpose. 

In cc)wcction with the loss of foodgrains a: port, the Committee 
wcrv informcbd that foodgrains came in bulk and they were emptied 
~n thc translt sheds In thc docks and then they were handled by the 
clfw-ing agents. At Bombay, the fondgrains were emptied a t  the port 
itself. filltad in stanctardised bags and despatched to depots and thuo 
it was known how much each bag contained. While in Calclttta. he- 
cntlsr of tht* shortage in p w t  space, this practice was not followed and 
Stev~4orcs  \vc8re cbntrus!cd with this work. If there was any shcrtage, 
they had to pay for the ilm. This practice had also been chal!enged 
by them on the  advicc of the Advocate General of the West RcngaI 
arid h(:rc*after ~t would not be possible to recover any shor:ages from 
stevedores also. The prcwedurc differs from port to port according 
to the circumtanccs. 

The Committee arc not satisfied with the position as it exists at 
p-nt. Since most of the 109,~s occur in the case of bulk grain, the 
Committee would like the Ministry to take up the matter with the 
Port Trusts c6nccrned about their responsibility in the matter so that 

loses could be avoided to the extent possible. The d u t h  em- 
t m t d  to the tally clerks and justification for thdr rctm(fon sboull 
also be carefully examined. 



Storage. 

58. Sums of Rs. 1.07 crores aiid Rs. 1.11 crores were spent on hiring 
of private godowns for the storage during the years 1959-60 and 19C0- 
61, respectively. This expenditure on storage, and losses due to de- 
fective and inadequate storage and frequent inter-depot movement of 
foodgrains from small godowns may be expected to diminish when the 
construction of Government godowns is completed. 

Asked about the position of the private godowns and construction 
of government godowns, the Committee were informed by the 
Secretary of the Minstry that there was a programme ior the con- 
struction of godowns in the Third Five Year Plan. Upto the end of 
March, 1962 godowns of the capacity of 1-32 million tons had been 
constructed and for the remaining demand, private godowns had to 
be hired, which were kept under the control and management of the 
Government. 

The Committee are glad to know that a programme for the con- 
struction of godowns in the Third Plan has been made. They hope 
that this programme will be implemented as scheduled, and that losses 
due to defective and inadequate storage would be eliminated as a 
result thereof. 

Advances. 

59. Detailed account of Rs. 2.77 crores were awaitcd for adi,ances 
made to West Bengal Government for the purchase of foodgrains, but 
cleared from the accounts in 1955-56 on receipt of intimation from the 
Ministry that the grains had been received in the depot. Similar 
accounts for Rs. 6-40 lakhs and Rs. 2.96 Iakhs were awsitcd from 31e 
Punjab Government for advances cleared from accounts in 1957-58 
and 1958-59, r-tively. 

The Committee desired to know the latest pasition in this regard. 
T h e  Secretary of the Ministry stated that in respect of advances paid 
to S a t e  Governments of West Bengal and Punjab, the positicn was 
that former Government proposed to make a mercy appeal to the 
Centre while in the case of the latter, the amount due had bccn clear- 
ed by adjustment of accounts on presentation of bills. 

I The Committee would like the Ministry to settle the accounts 
witb the West Bengal Government at an early date. 

Demurrage Charges. 
W. In the course of discussion, the Committc~* desired to know 

the demurrage charges being paid by the Ministry on ships. It  was 
stated in evidence that amount on this account W ~ R  being reduced 



year by year. The various causes for it were, non-availability of 
sufficient number of wagons to clear foodgrains from the docks, diffi- 
culty about berths, unloading etc. and negligence on the part of the 
contractor for which there was a provision in the agreement that the 
Regional Director was authorised to bill him for the cost of demurrage 
after due investigation of each case. 

To a question whether some senior officer investigates into e&h 
case of demurrage payment, the witness admitted that there was a 
lacuna and that the matter required very close attention. 

The Committee would like the Ministty to keep a very d o e  
watch bn the expenditure on demurrage so that it might be+ept to 
the minimum. 

I i 

Discrepancies in the sale and stock account of foodgrains at the Bom- 
bay Depot-pages 74-75, para. 56. 

61. In Audit Comment No. S a t  page 107 of the Appropriation 
Accounts, 1956-57, Vol VII--on Pro Forma Accounts of the scheme 
for the Purchase of Foodpains, it had been stated that the sale 
accounts and thc stock accounts had not been received !checked by the 
Pay and Accounts Officer of the Ministry of Food and Agriculture. A 
check of the accounts of the Bombay Region by a special cel! of the 
Pay and Acctrunts Officers, created in November, 1958, disclosed a 
number of discrcpnncics in these accounts some of which are de- 
tailed below:-- 

( i )  In  certain cases, the quantities shown as issued in the stock 
accounts wcrc not traceable in the corresponding issue 
statements, and I-rcu versa; the net aixerence in the two 
sets of the figures is about 34,000 tons valued at approsi- 
motely Rs. 1.44 crores excess issued as per the stock 
accounts during March, 1954 to April, 1957; 

( * i )  the reallsation from various parties, and the a r r o ~ n t s  de- 
bited to various recipient State Governments did not 
conform exactly tn the quantities supplied to them. The 
net diffcrerwe beween the quantitim supplied and those 
for which realisations were made or amount debited is 
about 1.05 lakh tons valued at Rs. 4-72 crores during 
March. 1934 to April, 1957; 

( i i i )  m some of the stock accounts, certain issues had btwn 
shown as "not accounted for during the earlier months". 
These quantities could not be traced in the issue state- 
mcnts/sale accounts in the absence of any record of the 
relevant particulars; 



(iv) in some of the issue statements, the supplies were stated 
to have been made to various private parties without 
indicating the names of the individual parties as men- 
tioned in the ccrresponding sale accounts. The re- 
coveries made from the private parties concerned could 

. not therefore be checked with reference to l h c  salc nc- 
\ counts; and \ 

(v) short rralisation of Rs 10.19 kkhs  ant; Hs 26 276 rcs;xtc- 
tively from two flrwr mills on account of wheat supplied 
to them from the Central Storage Dcpot, Romtny.  during 
March, 1954 to March 1955. It was ~ t a t cd  In M;1sch. 1962 .. that the outstanding amounts h a w  since bccn ncrountd 
for, but no satisfac:ory el~idcnce of rwwerv  of Rs. 4.01 
l.?khs out of Rs. 10.19 lakhs had brcn prnducwi to Audit 
till May, 1962. 

Althoud~ it is now more than three years s n c e  tnc i~,r.ec~~lnrities 
were reported, Audit has been informed (D~cem!x?r I 961) t ha?  i t  has 
been decided to undertake a broad reconciliation between quantities 
shown as issued in the stock accounts, the quantities shown in .the 
sale accounts and the quantities for which money has bcen 
redised from the State Governments and other recipients before 
a final decision is taken about the recasting of accounts for the entire 
perid from 1st April 1954 to 31st March, 1956. 

The Committee enquired about the reasons for the \ rar io~~5 dlscrc- 
pancies as pointed out in this para of the Audit Rep-!  T!IC Chief 
Pay and Accounts Officer stated that the net difference amounting to 
34,000 tons valued at approximately Rs. 1.44 crores reprtsentcd the 
difference between the issue of stores in the Stock P.cco~~n? ; ~ n d  t l ~  
corresponding isrue statement. This also included storaqc Ims But 
these 34,000 tons had been traced subsequently by an o\-eral! settle- 
ment. It was further stated that those discrepancies mainly related 
to the year 1957 and earlier. After 1957 each item of shortagc or 
excess reported was being looked into. 

Regarding short realisation of Rs. 10.19 lakhs and Rs ?6.376 rw- 
pectively from two mills on account of wheat su~plied to thcm from 
the Central Storage Depot, Bombay, during March, 1W to March 
1955, it is mentioned in the Audit Report that the oustanding amounts 
had since been accounted for; but no satisfactory evidence of recovery 
of Rs. 4.01 lakhs m t  of Rs. 10.19 lakhs had been produced to Audit 
tiU May, 1962. The Committee enquired about the latest position 
and they were informed that the amount of %. 4.01 lakhs comprised. 
two items--one was of Rs. 3,84252 representing the supply 
ma& to the Defence Department and the other Rs. 16,731 represent- 
ing value of stock crroneously shown as issued in excess to the flour 
mill The matter was unde~ fnve-dgatjm. 



The Committee recommend that the investigations into this casc 
d d  be completed quickly and responsibility fixed for the seriod 
lapses in this ease. They further recommend that in future ever$ 
case of shortage should be investigated and responsibility fixed 0x1, 
the defaulting c~fficer instead of ad justinp the same against any 
excess discovered. 

MINISTRY OF HEALTH 
Grant of stud?/-leave in relaxut:on 9f rules-pages 45-46, para 23. 

62. In 1954, study leave for six months was sanctioned to an es- 
IMS O%cer, attached to t h ~  Directorate Generdl, Hin;ilt;i Service;. 
I t  was stated in the order that the leave could De allowed at any 
time after 26th July, 1954, when it might he  possible to spare his 
services. The officer applled for pcrmi:j.;ion to avail himself of the 
leave m Marrh 1960 (that 15, about six p a r s  later) and Government 
aIIowed him to proceed on study leave with e f i c t  from 22nd JurAc. 
1960, i.e.. 17 months prior to his final date of retirement. 

The officer did not undertake any course of study but utilised tho 
lenve to visit certain hospitals under a programme approved by the 
Director General, Health Services. The Ministry have stated that 
this period should be regarded as utilised on inspection of a special 
class of work within the scope of the Study Leave Rules. Out of the 
study leave of SIX ~rmnths granted to the officer, study allowance 
was granted to  him for about 5 months as certified by the Medical 
Adviser to the High Commissioner in the United Kingdom. 

.According to the Rules, study leave is not admissible unless the 
officer could s e n e  Government for at least three years after his 
return from lenve. In this casc the officer proceeded on leave pre- 
paratory to rrt~rcment from 15th May, 1961, after serving for about 
3 months on return from the study leavc. Apart from the leave 
salary paid during the period of study leave, there was an additional 
expenditure of Rs. 6.965 representing study allowance and cost of 
passages. In addition, foreign exchange to the extent of Rs. 5,500 
was released to him on his personal account. 

Durihg the course of evidence, the Secretary, Ministry of Health. 
stated that under the rules governing the conditions of service of 
ex-IMS officers, such officers were entitled to the privilege of study- 
leave within four years after the date of promotion to the rank of 
a Major. The ofacer concerned became entitled to this privilege in 
1944. Normally, the privilege would have expired i n  1948, 6ut. 
because of War, the time-limit within which the study-leave could 
be availed of, was extended to 1954. The OfBccr concerned applied 
for atudy-leave in 1954. Government sanctianod the leave but added 



66 
that, in the public interest, the services of the ofIicer could not be 
spared for the time being. I t  was recorded that the leave could be 
allowed to the officer at any time after 26th July, 1954, when it 
might be possible to spare his services. The officer applied for per- 
mission to avail himself of the study-leave in March 1960, and Gov- 
ernment allowed him to do so with effect frox 22nd June, 1960, i.e., 
17 months prior to his final date of retirement. As the services of 
this officer would have been available to Government for a period 
not exceeding 11 months, as against the minimum period of three 
years stipulated by the rules, the matter was referred to the Minis- 
tries of Health and Finance for relaxation of the Rule. The Minis- 
tries concurred in the proposal, in capsideration of the assurance 
given to the officer in 1954. Asked whether any public interest was 
served by relaxation of the Rule, the witness stated that the officer 
concerned studied public health administration problems of different 
countries and gave reports on them. He also looked into the prob- 
lems of Indian medical students in the United Kingdom. It was how- 
ever agreed that it would have been better if the study leave had been 
given earlier. 

The Committee observe that the officer concerned in this ease 
served Government for a period of only three months after Petarn 
from the study leave, as against a t  least three yea$ service unded 
Government, stipulated by the Rules. The Committee note the 
Ministry's promise to allow leave to the officer at any time after July, 

They, however, feel that the promise should have been made 
'subject to admissibility under the Rules'. During the course of evi- 
fdence, the Committee were assured by the Secretary, Ministry of 
I 
Health, that no relaxation of these rules would be allowed in future. 
:The Committee trust that the Ministry will keep this assurance. 

MINISTRY OF HOME AFFAIRS 
Defective m&i%enance of accounts in the ofice of the Deputy Com- 

missioner, Delhi-pages 46-47, para 30. 

63. (a) In the office of the Deputy Commissioner, Delhi it was 
noticed in January, 1%1 that large amounts of undisbursed pay and 
allowances of the staff, part of which had been drawn in September, 
1959, had not been refunded into the treasury as required under the 
rules and that during the period April, 1959 to November 1960 the 
average cash balance at the end of each month amounted to 
Rs. 7,019. No details of such balances were worked out and kept on 
m r d .  The amounts were irregularly utilised, along with other 
miscellaneous receipts, towards contingent expenditure of the offlce 
or for advances for such expenditure. On 7th January 1961 a sum 
of Rs. 11,422 was outstanding with various oBcia19, the oldest item 
being from 28th July, 1959. 



It  was explained (July, 1961) that the advances were paid for 
urgent purchases in public interest. Out of Rs. 12,100 advanced to 
,certain officers for flood and fire relief work between 23rd August, 
1960 and 21st November 1960 accounts for Rs. 10,241 (which inclu- 
ded Rs. 5,742 outstanding against two lower division clerks) had not 
been rendered till 7th January, 1961. No mention of these advances 
was made in the certificates of physical verification of cash done 
periodically. 

The Committee enquired about the circumstances under which 
large amounts of undisbwsed pay and allowances remained unre- 
funded into the Treasury. The Chief Commissioner, Delhi stated 
that ordinarily, if there was an emergency and funds were needed, 
the District Magistrate under special powers could withdraw amounts 
from the treasury and make available those funds; but in the present 
case the Deputy Commissioner had authorised various people to 
utilise the undisbursed amounts lying with the cashier for emer- 
gencies like floods, for which funds were required. It was, however, 
admitted that this was irregular and there had been a breach of 
prescribed rules. Necessary warnings had been given to adopt the 
correct procedure, in future. To a question wbether any periodical 
physical verification of the cash which remained undisbursed was 
done, the witness replied in the negative. When it was pointed out 
That an amount of Rs. 11,422 remained outstanding with various offi- 
cials for a considerable period, the witness stated that the amount had 
actually been spent by the officials but there had been a failure on 
their psrt tn render the accounts promptly. However, the accounts 
had sinre bcrn rendered and the amounts adjusted accordingly. It 
was also admitted that there was a failure on the part of the officer 
concerned in not checking up the accounts. Asked why large 
amounts were advanced to lower division clerks and whether any 
action had been taken to fix responsibility for this irregularity, the 
Chief Commissioner stated that as the expenditure to be incurred 
was of an emergent nature vir.. giving relief to villagers on the spot 
and as the disbursing officers (Tehsildars) could not leave their place 
of duty, the clerks had been asked to bring the money for disburse- 
ment. 

The Committee are not convinced of the reasons advanced %a 
these instances of irregularities. There was firstly a serious failure to 
observe the prescribe rules for the handling of cash. It is unforta- 
nafe that the cashier who should have been well up in such mattem 
acted in contravention of the d e s .  Secondly, there was no periodi- 
cd check of the amounts which remained undisbumed nor m, 
the accounts ever cheeked. All these go to show that there wns! 
also a failure on the part of the supervisory officers wboee prtmugr, 



duty it was to ensure compliance with the rules. In the opinion of 
the Committee, mere issue of instructions in monetary matters is 
not enough; it is necessary to ensure that Rlles and instructions 
extant are actually followed in practice and any breach thereof is 
suitably punished. 

I 

/ The Committee arc also no1 happy that large amuunls of rash 
'were entrusted to low paid employ* for disburscnwnt. They 
1 would like the Ministry of Finance to exanline this maiter and issue 
necessary instructions on the subject so that such caws do not 
PBCur. 

M. (b) Other important irregularities were also not~ced in the 
office of the Deputy Commissioner, Delhl which arc d c d t  w i t h  In the 
following paragraphs: 

(i) Out of Rs. 1.14.471 drawn in hlarch. I960 for c,,xtiny;cnt 
expenditure, a sum of Rs. 90,337 remained ~ndi: , :~~:.-std 
on 1st April 1960 and about Rs. 8,000 at thtz end of 
December. 1960. 

The C h d  ('kimn~$s~oner stated in evidence that the amount had 
been arawn in March for making payment to certain firms and for 
the fees of smie lawyers. As the parties concerned did nc,t turn u p  to 
receive payments by the 31st March this ~rregularlty had occurred. 
It  was admitted that there had been breach of the prescribed ru1r.s In 
keeplng the undlsbursed amount till December 1960 instead of return- 
ing the same to the Treasury at the end of the financ~al year The 
Committee were also informed that the balance of Rs 8,000 had since 
been adjusted. In order to avoid the recurrence of such cases, orders 
had been issued that payments, except for petty amounts, should be 
made by cheques or bank drafts instead of in cash. 

In reply to a question, the witness stated that the amount had been 
kept in the locker and proper entries had been made in the cash book. 
Further as the amount had been drawn for making specific payments, 
there were little chances of temporary misappropriation as the pos- 
sibility of the creditors turning up for payment at any time could not 
be ruled out. 

The Committee regret to note that in this case alse there was 
breach of the prescribed mles. It was irregd8.r )ram the Very 
begtrnine on the part of offichls e a ~ e r n e d  to have kept the money 
aftsr the close of tbe year instead of returning M to the Tr-. 
It t rmfortunate that &lob dealing with camb rad rnouey &odd 

~ b ~ d d f i n a M L P t r o ) a  



(ii) There were three drawing and disbursing officers and only two- 
cash books. The rules required that every officer should maintain a 
cash book so that he mighat be responsible for a correct accountal of 
moneys handled by h i m  

I n  expl-tin!ng the case, the w~tncss stated that in fact there wcpe 
only two drawng and disbuning officers. Under the rules they were 
permitted to de lcp te  powers to two other officers. Therefore, where- 
as the receipt sldc was s i p c d  by both the officcrcthe origin31 autho- 
rity and the authority to whom the power had been delegated-the 
expmditure side was signed only by the officer who had incurred the 
cspcnditure. Thcl defect had, however, been remwcd ar,d :lnw t h e n  
were on!?: two diqhursing offirtrs having two cash books. 

The Committee trust that the n~'ec  pmcrihcd for ensuring res-1 
ponsibility for correct ncconntal of money handled by individual offi-: 
cers would not he rontravenecl in future. 

( i l l )  The account of thrb pe~-manrnt impra t  of Rs. 22 955 ha-l not 
bwn kcpt properly. No acknowledgements were on reccrd l'cr the 
amount stated to h a w  hccn advanced tn Tehsildars and M~qistrqte 
some years back. 

Whilr admitting thc mistakc. the witness stated that  the advances 
had s i n c ~  been arcountcd for and necessary certificates furnished to 
the Acr.ountnnt General. Central Revenues. 

The Committee are surprised that no acknowkdgements had been, 
kept on record for thc m n e v s  ndvnnced. They desire that strict j 
orders should be issued for following the rules properly. 

1 

(iv) Amounts on account of security deposits. .sale proceeds of 
property. arms licence fee etc. were not deposited into the Treasury 
propmtly. Out of Rs. 24,964 av~ilnblc  on 31st March. 1960. a sum of 
Rs. 1,462 only was deposited on that date. while a sum of Rs. 20,604 
was deposited on 8th April. 1960. 

Explaining the reason for the delay in this regard the witness 
stated that actually the p a p e n t  was received on the 31st March 1960. 
There was a tlme lag of seven days in obtaining approval of the De- 
puty Commissioner to the contract, as the amount could be deposited 
into the treasury only after the contracts had been approved. During 
tbe intervening period the amount had been kept in 'double lock' in 
the ofRce of the Nazir, after making necessary entries in the prescri- 
bed mgiskr. It wan. hmwer. pointed out by the Comptroller and ' 



Auditor General that under the rules, any amount received has to be 
.deposited in the public account inmediately irrespective of the appro- 
val of the contract by the authorities concerned. The Secretary of the 
Ministry informed the Committee that with a view to solve this prob- 
lem instructions had since ,been issued whereby any body who came 
to deposit the money with the Deputy Commissioner had to deposit 
it with a challan in the Treasury, direct. 

Explaining the action taken against the delinquent officials in- 
volved in these audit paras, the witness stated that out of five Nazirs 
involved in these cases, criminal proceedings were in progress in the 
case of one Nazir whereas departmental action was pending against 
others. The report of the enquiry officer was still awaited. As re- 
gards nine other officials responsible for failure to exercise proper 
checks, the various State Governments from whom the officers were 
obtained on deputation would be ,requested to take suitable depart- 
mental action. In reply to a question, the Cornrnitte were further in- 
formed that one of these officials had died and the other had retired. 

Explaining the various measures taken to avoid recurrence of 
such cases- the witness stated that the main reason for the irregula- 
rities was non-observance of existing rules, which was not noticed by 
the superior ~fficers also. Instructions had. therefore, been issued 
providing for submission of certain returns to ensure that proper 
inspections were carried out by various officers as prescribed under 
the rules. Further, previously the work .of the Nazarat was in 
charge of officers who had to perform both administrative and judi- 
cial functions. These two functions had since been separated and 
the Deputy Collector in-charge of Nazarat would not be entrusted 
with any judicial or other duties so that the responsibility could be 
squarely fixed on him. 

The Committee trust that with the measures now taken such 
!cases would not recur. 

(v) In a number, of cases, payee's acknowledgements were not 
available for payments shown in the cash book, while in some other 
cases, the dates of payment shown in the cash book differed from the 
dates shown in the acknowledgements. 

The Committee desire that steps should be taken to prevent 
'such irregularities in future. 

(vi) Out of 67 rooms prwided in the New Court Buildings cons- 
tructed in 1958, only 9 chambers were occupied by the lawyers during 
195960. It was stated that the lawyers were nd interested to have 

dmnbers,  f@ly as they were situated at a distance from the main 



building and secondly because the rent of Rs. 50 was considered to be- 
on the high side. 

As on 31st March 1960, a sum of Rs. 7,696 on account of arrears of 
rent was outstanding, in some cases for 4 or 5 years, against the allot- 
tees of the chambers in the court compound a t  Kashrnere Gate, al- 
though under the rules, the rent was required to be collected in 
advance. 

The witness stated that the amount was mostly outstanding 
against 71 lawyers who were in occupation of these rooms in the 
court compound. The President and the Secretary of the Bar 
Association were approached to settle the matter and it was expect- 
ed that it would be possible to settle the matter soon. When pointed 
out that under rules, the rent was required to be collected in  ad- 
vance, the witness stated that this rule had come into force only 
recently and the rent was now being recovered in advance. 

0 
The Committee may be appraised o£ the realisation of the out- 

standing rent when effected. I 
(vii) Furniture had been hired by the Deputy Commissioner since 

1956 at an annual rent of Rs. 6,000 to Rs. 8,000 without the sanction 
of the Chief Commissioner. which is still awaited. No assessment 
of the requirements appears to have been made to see if outright 
purchase would not be more economical. 

It was stated in extenuation that the offices of the Deputy Com- 
missioner were in old buildings in Kashmere Gate and when the Tis 
Hazari Building was constructed. the furniture in the new building 
was to be provided by the C.P.W.D. when the posession was given. 
The possession of the building was given in bits and the Deputy 
Commissioner dccidcd to hire the furniture without prior approval 
of the Chief Commissioner. It \.as added that necessary sanction 
was issued only a few days back. I t  was, however, admitted by the 
witness that it was irregular on the part of the officer concerned to 
have incurred expenditure without regular sanction. 

The Committee trust that such irregularities will not recur. 

The Committee are unhappy to note the unsatisfactory state of\  
affairs in regard to financial matters in the office of the Deputy j 
Commisher,  Delhi. The officers and staff failed in their doty,; 
ahowed considerab!e negligence, and indulged in breeeh of rules/ 
which was facilitates by the lack of- adequate supervision. The, 
CommJttee hope that special steps will be taken to ensure tight& 



i supervisory eantrol and better anderstandi~~g of the rules so that I such irregularities especially in monq matters are rurt repeafed in 
r future. 
Loss of cash and jewellery, pages 47 to 49? para 31. 

65. The unsatisfactory position in regard to  the maintenance of 
initial records in the Malkhana accounts of a Union Territory wao 
poinkd out to the Administration in a number of audit inspectiom 
mports from 1949-50 onwards. A special audit of accounts of the 
Malkhana was conducted from August 1959 to March 1960 at the 
instance of the Administration and iiregularities of the following 
.nature were noticed:- 

(i) Proper accounts were not maintained of cash and other 
items received in the Malkhana; and there was a general failure bb 
follow the safeguards prescribed in the rules in regard to the pre- 
paration of monthly statements of sale proceeds credited into the 
treasury andverification of entries in the statement with the corree- , 

ponding entries in the property registers; cash deposits wcre not 
credited into treasury, but were very often tied up in bundles along 
with other articles of deposited property and kept outside the double 
lock; the cash deposited in the Malkhana. was not accounted for i r  
the District Nazir's cash book, etc. 

(ii) No instructions were issued in regard to classification. c w  
tody. and storage in a systematic manner of articles received in the 
Malkhana. 

(iii) During the period of 11 years from 1948 to 1959, no physicd 
verification had been conducted by the Officer-in-charge of the cash 
and jewellery nor were other properties inspected periodically r 
required under the rules. 

(iv) A comparison of the book balanccs of cash, jewellery, etc. 
(as roughly worked out by the Audit Party) with the actual physi- 
cal balances (on the basis of Departmental verification held between 
July 1959 and March 1960) indicated a shortage of cash to the extent 
of Rs. 23,830 and a shortage in jewellery of the va!ue of Rs. 9,000 
approximately . 

(v )  Shortages were also noticed in items like foreign currency 
notes, mutilated Indian currency, forged currency notes etc. 

(vi) Arms and other properties had been auctioned on several 
wcasions, but receipted treasury challans were not available in 
,support of the sale prweeds amounting to Rs. 1 :28 lakhs stated to 



have  been deposited into Tnensury, nor were sufficient details avail- 
able for tracing the credits in the Treasury accounts. 

(vii) No steps had been taken to prevent deterioration of variouP 
articles due to bad storage conditions, e t c  It has not been possible 
to assess the loss on this account, but it was noticed that valuable 
articles were found to have been auctioned at abnormally low 
prices, e.g. three cars were sold for Rs. 216, Rs. 275 and Rs. 275 re, 
pectively, one truck for Rs. 300, two trucks for Rs. 520 each, one 
sewing machine for Rs. 13, one wrist watch for Rs. 2.50 nP and two 
radio sets for Rs. 15. There were also several instances of Jewellew 
auctioned at very low prices. 

The Committee desired to know the circumstances in which the 
shortages ctc. in question occurred. At the outset the Chief Com- 
missioner admitted that there had been various lapses on the part 
of the officials concerned with the Malkhana Accounts. Explaining 
the circumstances under which the various irregularities had occur- 
red, thC Secretary, Ministry of Home Affairs stated in extenuation that 
consequent upon the Partition, the work in the office of the Deputy 
Commissioner had increased manifold and the existing stafF was 
unable t o  cope with the increased work. However, as a result of 
thorough checking of thesc accounts by Audit. lt would now be 
possible to put thinqs in proper order and such lapses were not likely 
to recur. 

In reply to a qucstion. the Committee were informed that the 
exact amount of shortages of cash and other items noticed in the 
hlalkhrtna \ver+-cash Rs. 13,513, gold ornaments 23 tolas 8 mashas and 
R r rattis. silver 72.2 tolas, certain foreign currency notes such as of 
Pakistan, U.S.A., Japan etc. and mutilated currency notes (Rs. 74). 
Thest. shortnqes had occurred mainly due to non-observance of the 
prescri btd rulcs regarding main t.-nance of proper accounts. 

The Committee. then enquired whether thC Treasury challans in 
support of t h t  b:ilance of the sale proceeds amounting to about 
Rs. 23.000 had been traced. The witness stated that the specific 
challens item wise for the amount had not been traced It ~ 3 s .  how- 
ever, on record that an amount of Rs. 22,471 had been dcpositcd in 
the Treasury on account of sale proceeds of unclaimed property. 

To a qucstion about the reasons for various articles being sold at 
-abnormally low prices, the Chief Commissioner stated that it was 
noticed from the records that most of these items were very old and 



in a deteriorated condition with several parts missing. It was add- 
ed that although no proper evaluation had been done for these- 
aricles before auctioning, the auction had been done according to 
the rules and the articles gwen to the highest bidder. It was, 
however, pointed out that according to the information available 
with audit, certain articles e.g. guns, revolvers, etc. had been sold 
to certain persons occupying high position at very low prices with- 
out auction. 

, While appreciating the difficulties caused by the abnormal situa- 
tion created in the wake of partition, the Committee cannot regard 
it as a valid justification for the various lapses mentioned above on 
the part of the officials concerned with the Malkhana accounts, which 
went on unabated, for such a long time. They also consider it unfor- 
tunate that for the guidance of the auctioning officers no proper 
,evaluation of the property to be auctioned was done. In regard to the 
Isale of guns, revolvers etc. to certain persons occupying high position 

i at very low price without auction, the Committee were given to under- 
stand that this was an old legacy which had continued since the 
British days. The Committee suggest thet such practices which would 
/give an impression of specially favoured treatment to persons occupy- 
ing high positions should be stopped forthwith. The Committee also 
desire that early steps be taken to set matters right and to finalisef 
departmental action against the officials responsible for the various 
irregularities enumerated above. 

Loss due to mn-revision of rates of royalty, pages, 49-50, para. 32. 

66. Agreement were entered into by the Andamans Administra- 
tion with two firms stipulating that for a period of 3 years commenc- 
ing from 1st November 1955 the firms could purchase for export, 
produce of the reserved areas in the Andaman and Nicobar Islands, 
subject to payment of royalty at such rates as might be fixed from 
time to time, by the Chief Commissioner. Pending the fixation 
of rates by the Chief Commissioner, the agreement provided that the 
rates of royalty for copra and betel nuts (among other items) would 
be Rs. 3-50 and Rs. 8.69 respectively per 100 lbs. 

With the coming into force of the Andaman and Nicobar Islands 
(Protection of Aboriginal Tribes) Rules, 1957, the agreements were 
replaced by licences under the Act on a yearly basis with effect from 
2nd April, 1957 on the same terms as in the agreements. A third firm 
was also sanctioned a licence on similar terms on 3rd May, 1957. 

In August 1958, the Chief Commissioner referred to a decision 
taken in 1955 that the rates of royalty for copra and betel-nuts should 
be fixed annually between 10 to 12 per cent of the average selling 



, prices of 1 maund of the commodities in ~ a l & t t a  during the preced- 
ing twelve months as quoted by the West Bengal Directorate of 
Agriculture. He directed the Deputy Commissioner to take action 
accordingly. 

The rates of royalty were not revised till 1st April, 1960 when the 
rates for copra and betel-nuts were Axed on an ad hoe basis a t  
Rs. 7.00 and 17.37 respectively per 100 lbs. i.e., at double the rates 
which were effective from 1st November 1955. 

The market prices in Calcutta of copra and betel-nuts during the 
period 1956-58, as intimated in March 1958 by the West Bengal Direc- 
torate, indicated that if the royalty had been revised annually from 
April 1956 and fixed at the minimum of 10 per cent of the average 
prices at  Calcutta as originally contemplated, an extra amount of 
Rs. 60,000 would have been recoverable. Information for working 
out the loss for subsequent period upto 31st March, 1960 is not 
available. 

The Committee desired to know the reasons for non-revision of 
the rates of royalty. Explaining the reasons for the delay, the re- 
presentative of the Ministry stated that the rates of royalty cculd n d  
be revised during 1956-57 and 1957-58 as information about the pre- 
vailing selling prices of the commodities in Calcutta during these 
years was not received from the Director of Agriculture. West 
Bengal, in spite of efforts made by the Administration. Subsequent- 
ly as the Government had under examination a scheme of forming 
a central cooperative society consisting of all the co-operative socie- 
ties in the Nicobar Islands the question of upward revision of royalty 
was deferred. However, due to certain reasons, the scheme did not 
materialise and the proposal was dropped in November, 1959. 
Therefore. the rates of royalty were.revised from 1st April. 1960. 

It  was pointed out by the Comptroller & Auditor General that 
from the records it was observed that there was a letter dated the 
11th December, 1956 from the Director of Agriculture Marketing, 
West Bengal to the Deputy Commissioner. Andaman and Nicobar 
Islands communicating the Calcutta prices for the period November 
1955 to March 1956. However, as the witness was not aware of this 
fact, the Committee desired to be informed of the correct position in 
this regard. The Ministry have since informed the Committee that 
the Ministry was not aware of the fact that Calcutta prices for copra 
and betel-nuts for the period Novemher 1955 to  March 1956 were com- 
municated by the Director of AgrL ulture Marketing, West Bengal to  



the Chief CommissioMr in December 1956. After ascertaining the 
source of this infomiation from the A.G.C.R., New Delhi, the Anda- 
man & Nicobar AdminiStration were asked to  intimate the correct 
position. The Administration, after ascertaining the position from 
the Deputy Commissioner, have now intimated that i t  was true that 
the Joint Director, Agriculture Marketing, West Bengal communicat- 
ed Calcutta Market prices for copra and betel-nuts for the period 
from November 1955 to March 1956 to. the Deputy Commissioner in 
December 1956. The Chief Commissioner, Andamans has been asked 
to fix responsibility for the lapse in supplying incorrect information. 

In reply to a question whether any action was taken by the 
Administration to examine the accounts of the licencees for the pur- 
pose of fixing the price of these commodities, the witness stated that 
the books of accounts had been examined every year by the Assist- 
ant Commissioner. 

The Committee feel unhappy over the manner in which this case 
lhas bsen dealt with. The revision of rate of royalty was deferred om 
'the ground that a scheme for forming a Central Cooperative Society I ,was under examination. But this scheme fell through. It is not 
iunderstood, therefore, why when the large margin of profit earned 
/by the merchants were known, steps were not taken earlier to revise 
ithe rate of royalty so that the benefit could go to the tillers of the soil. 

I The Committee also recommend that while giving evidence, the 
/representatives of the Ministry should come fully prepared and fur- 
l i a h  complete information to the Committee as far as possibl. T b q  
fwonld re i tmte  the recommendation made in para 72 of their First 
/Report (1951-52). 

Loss on stitching of uniforms-pages 50-51, para 33. 

67. A contract for the stitching of uniforms for police personnel 
in Delhi was awarded on the 5th September, 1960 to a firm whose 
tender was the lowest. Although the firm failed to deposit a secu- 
rity of Rs. 5,000 as required by the terms of the contract, they were 
allowed to start the work and the first instalment of cloth was issued 
to them on 9th September, 1960. In October 1960, the Survey Com- 
mittee of the Department rejected the uniforms stitched by the firm 
as they were not of the approved pattern and the workmanship was 
poor. The firm was unable to rectify the tailoring defects. The con- 
tract was consequently terminated on the 16th December 1960 by 
which time cloth and other material worth Rs. 7,015 issued by the 
Department had been consumed. In the absence of security deposit, 



ns damages for the loss due to rejection of the uniforms could be 
recovered from the firm. No steps had been taken (March 1962) for 
the recovery of the cost of the damaged cloth or for the disposal of 
the rejected uniforms. 

The Committee enquired about the reasons for issuing cloth to the 
.contractor without obtaining the security deposit from him. The 
witness stated that cloth was issued to the tailoring-master in view 
of the urgent need of the uniforms and in the hope that he would 
.deposit the security money as he had promised to do so in a day or 
two. It was also disclosed that in this case, in order to save the 
middle-man's profit, the Department had entered into a deal direct 
with the tailoring-master rather than through a contractor. The 
man who actually did the work, quite offen had no financial 
resources to make the deposit and that was how these difficulties 
arose. Howt.ver, he (tailoring-master) was not in a position to 
deposit the security. It was added that recently the matter was 
discussed with the Inspector General of Police and he had informed 
that the uniforms could be utilised. The loss, if any, would be 
recovered from the surety. 

The Committee desire that such action as the award of contract 
and the issue of cloth to contractor without obtaining the ssan#j 
&posit which was  contrary to financial rules, should pot be repeated. 
T b y  may be informed of the amount of los, incurred and the amount 
rerovered from tbe surety. 

Defalcation .9j Security Deposits-page 60, para 47. 

68. In the Offlce of a Superintendent of Police it was noticed 
during annual departmental check of the stock of Receipt Books 
conducted in January 1961 that the counterfoils of 69 Receipt Books, 
issued to a constable from 2nd July. 1960 onwards for the collection 
of security money (against release of cycles to offending cyclists) 
had not been deposited with the challan clerk as required under 
departmental orders. Further investigations showed that a sum of 
Rs. 17,250, collected by the constable in those Receipt Books for the 
release of 3,450 cycles had not been accounted for. The matter was 
taken to court by the Police in June 1961 and the constable is 
reported to be under trial. 

I t  has been stated (February 1962) that the ofacers found 
responsible for negligence and slack supervision are being proceeded 



with departmentally and that instructions have been issued to pre- 
vent recurrence of such losses. 

In evidence, it was stated that the system of collecting money 
from the offenders directly by the police was a defective one and 
this bad practice which had bean in force in Delhi had been stopped. 
As regards the action taken against the officers found responsnble 
for slack supervision and negligence, it was stated that one of them 
was being prosecuted and in the case of the other criminal intent 
not having been provgd, departmental proceedings had been started 
against the person. One of the offenders was a constable and the  
other one a head constable. Departmental action had not yet been 
finalised. 

The Committee regret to note that such defalcation had been 
going on unchecked in the Police Office for a period of six mnths. 
While the Committee are glad that the defective system has been 
remedied, they would like to be informed about the final outconle of 
the case. 

Misappropriation in Hirnachal Prades&Revenue Department, 
page 231-Appendix XV. 

69. An official who was not authorised to collect any Government 
dues, collected a sum of Rs. 7,494 from the 15th January, 1956 to 30th 
May, 1959 on account of re-payment of taccavi loans, land revenues 
and other miscellaneous Government dues, but did not deposit the 
amount into the Treasury. The official was suspended from service 
from the 6th June, 1958 but continued to collect government dues 
even during suspension. He was prosecuted in a court of law in 
some of the cases and was convicted in September 1961. The other 
cases are reported to be _under police investigation. No action 
against the supervisory officers has so far .been taken (January 
1962) . 

Asked how the official continued to collect Government dues 
even during suspension, the representative of the Ministry stated 
that as the suspension had not been notified, the public remained 
unaware about his suspension. The officer concerned had been 
convicted in court. The Committee were also informed that action 
was being taken against the Tehsildar concerned who was the 
supervisory officer in the field. 

The Committee are sorry to note the careless manner in which a 
lrcgponsible officer like the Tehqildar acted in this cars. It is dm 



sl~rprking that the suspansioa of the decer was not notwed by Gw- 
ernment for the infomaation of the' public. They rctol l~ssrd that 
d o u s  view should be taken of such nqligent acts and suitable dis- 
ciplinary action taken against the delinquent officers. I 

MINISTHY OF INFORMATION AND BROADCASTING 

Audit Report (Civil), 1962 

Page 236. Appendix XV Item (ii)-Znfmctuous expenditure incurred 
on .production of blocks, etc., for a brochure on inaugural 
ceremony of a building. 

70. A sum of Rs. 1,005 was spent on production of olocks etc. for 
bringing out a brochure on inaugural ceremony which was to be 
performed for the terminal building at Santa Cnu Arport which 
beltmged to I he Civil Aviation Department. The work was abandoned. 
The work was taken up at the instance of the Director General, Civi: 
Aviation and the charges on this account were to be met by the Civil 
Aviation Department. Efforts were therefore made to realise the dues 
from that department; but it was Anally decided that the cost might 
be met by the Ministry of Information and Broadcasting. 

The Conunittee find no justification for spending money on cere-1 
menial functions like the inauguration of Governmeat Buildings and 
Projects. especially in the present juncture. and hope that expenditure 
on this account would be substantially curtailed, if not altogether 
nvtrided. The Committee understand that under the Delegation of 
financial powers rccentlv made by thc Finance Ministry. tbe Admin- 
istrative Ministries have been given full powers to incur cspenditure 
on this rrcrount. The Committee are of the view that it would be 
advisable to impose rr suitable ceiling beyond which no expenditure 
should he incurred on such ceremonial occasions.* 

P n p  156. para 112 (A11t1e.t-tire C ) ,  items 14 and 16. 

71. Durlng thc \-pill. 19.58-59 the  loss suffered by All India Radio 
csrluding "'Customs Revenue" was Rs. 1.58,85,182. The loss was 
rc.iuccd durinc 1959-60 to Rs. 1.38.98.121. In 1930-61 also the loss 
amountt~l  to Rs. 1.32.68,000. The Committtv desired lo know what 
strp!: had bwn taken to further reduce the losskhs incurred by the All 
India Radio. The Secretary of the Ministry urged before the Com- 
mitt* that the All India Radio should not be treated as a commercial 

*'r(w G m ~ m i ~ t r c  :m glad : , I  hc citlmyur lily i!~forrncd t f r x  rhr M~nictryof Finanre 
hnvc dr raJy  rcce!ltly issucti i;i\truciion* that nn il:augural anit fociol fincrions. the 
cxpcnditurr should not cxcecd R.;. 5001- i n  all, includi!~g expenditure of D c o n t q e n t  
nature like prinri:lg of in~itn!io.~s, pnwi .;im of >h:mianas, refreshments, g8rlmds. 
photographs ctc. 



concern. The only source ab their income was the licence fee and! 
some advertisemeria in the propamme journals. With regard to 
muring more advertisements, the Director of Advertising and Viaual 
Publicity stated that canvassers had been appointed in Bombay, Cal- 
cutta and Madras and they gave minimum guarantee on the basis 
of which their commissions and other payments were made. EfForts 
were being made to get more and more advertisements. The Adver- 
tisement revenue had been doubled from about Rs. 3.5 lakhs to 
'Rs. 6.5 lakhs during the last six years. 

The Committee desired to know how many complimentary copies 
of each publication brought out by the Ministry of Information and 
Broadcasting were distributed. The Director of Publications stated 
that free copies to the extent of 5% of the print order were distribut- 
ed. With regard to sale arrangement, the Director added that the 
journals were sold through news agents. To a question as to which 
journal was incurring the greatest loss, the witness stated that it; was 
the English journal 'Akashwani'. He further added that with the 
exception of one Radio journal, which was paying, all others were 
incurring losses. The Committee desired to know if printing of some 
of these journals could be suspended or some or all combined to- 
gether. The witnes stated that that was not possible. 

To a question whether the All India Radio programmes were 
advertised in newspapers in addition to the programme journals, the 
witness stated in the affirmative. To the enquiry whether this action 
was hindering the wide circulation of the programme journal. the 
witness replied in the afbnative. The Committee desired to be fur- 
nished with a list showing the names of magazines and journals which 
were produced by the various Ministries other than the Ministry of 
Information and Broadcasting (A.I.R.) and the cost involved, amount 
of sale realised and total expenditure thereon for the last three years. 

With regard to duplication of publicity through vans, etc. by the 
Centre, the State Governments and Community Development Blocks, 
the witness stated that the omcers concerned were in constant touch 
with each other to avoid duplication of effort. 

While it is for Government to decide whether the All India Radio 
should continue to be treated as a commercial organisation or not, the 
Committee would like the Ministry to devise ways and means through 
which the losses at present suiEered by the All India Radio could he 
reduced to the minimum extent possible. They f e d  that by securing 
more advertisements for the Badio journals, by increasing their sale 
and by further reducing the distribution of complimentary copies of 
,tie jmmab, this aim could be achiwed to some extent. In this con- 



nection they worrld Uke the 'kinistry to examine the special and at= 
tmctive features in the Bengpll journal which kr paying its way, so 
that those could be introduced with suitable p~odiileations, where 
necessary, in other journals so as to boost up their sale. 

MINISTRY OF IRRIGATION & POWER 

Transactions kept outside the Consolidated Fund of India---pages 
33-34, para 17. 

72. The financial transactions of the Central Board of Irrigation 
and Puwer, which does not have a separate legal existence as a 
statutory body or a registered society, legally form part of the trans- 
actions of Government and should, according to the Constitution, be 
accounted for under the Consolidated Fund of India. The transac- 
tions have, however, been kept outside the Consolidated Fund and 
the estimated expenditure of the Board is not included in any of the 
demands placed before Parliament. 

The Committee enquired about the constitution and functions of 
the Central Board of Irrigation and Power. The representatives of 
the Ministry of Irrigation and Power stated that the Board has been 
set up under a Resolution of the Government of India and functioned 
independently. The Board consisted of Chief Engineers from the 
Central and State Governments who automatically became its 
members; there was no non-official on the Board. The Board was an 
advisory body and its function was to coordinate research work in 
the field of engineering, including irrigation and Power. 

The annual budget of the Board was of the order of Rs. 3 to 4 
lakhs. The Board received a lumpsum grant (Rs. 17,500) from the 
Central Government and contribution from the State Governments 
which varied, from time to tinle, according to the activities of the 
Board in particular States.' The accounts of the Board were kept 
outside the Consolidated Fund of India. The question of the future 
status of the Board had been examined, in consultation with the Mi- 
nistry of Finance and the Mi#Mry of Law; and the Board was asked 
in 1962 to get itself registered under the Societies Registration Act. 
The Comptroller and Auditor General pointed out that the Board, as 
it was constituted at present, was not a 'juridical person". The 
Secretary, Ministry of Irrigation and Power, agreed that the legal 
position of the E h r d  was not well established For this reason, the 
Board had been advised to get itself registered as a society. The 
matter was considered by the Board, who wanted some clarifications 



' The Cammittee feel concerned at the'delay in according a distinct 
legal entity to the Board. As pointed out in para 25 of this Beport, 
giving of grants to the Board sn long as it was not endowed with such 
an entity, was not only constitutionally irregular but also fraught' 
with risk in cases of default. The Committee, therefore, desire that 
the needful show!d be done without any further delay. 

The Committee enquired whether it- was ensured that the grants 
given to the Board were properly spent. The representative of the 
Ministry stated that the Board was independent in the matter of 
spending grants and the amount was paid to  the Secretary of the 
Board, who was appointed in consultation with the Ministry of Irri- 
gation and Power. The Committee desired to be furnished with a 
detailed note stating inter alia, the constitution, functions and acti- 
vities of the Board; the procedure for incurring expenditure and the 
arrangements for maintenance of accounts and audit thereof. This 
is still awaited The Committee, would, therefore, defer their com- 
ments on this aspect of the matter till the requisite information is 
received from the Ministry. 

National Projects Construction Corpmation--pages 130-131 and 
Auditor's Report on the Annual Report of t h ~  Corporation for 
1960-61, page 16. 

73. It was stated in the Auditors' Report on the Accounts of the 
Corporation for the year 1960-61 that the working of the year under 
report showed a low margin of net profit of 0.9 per cent on the value 
/of work done, as against the margin of 5 to 51 per cent of net profit, 
)reserved at the time of  preparation of estimates for giving tenders. 
The low profit was due to very low profit at Kosi and losses at 
Chambal. Palaitha and Chambal Shampur units and was attributed 
to disputed measurements which had been ignored in preparing the 
accounts. mistakes in framing estimates. mistakes in measurements 
by Project Authorities, excessive issue or comsumption of materials 
and low efficiency of machinery. 

In e\rid~ncc, ?he Committee desired to know thc detailed reasons 
for the low margin of net profits (0.9 pgli ccnt) during the year 1960- 
61, as against the estimated profit of 5 to 51 per cent. The Secretary, 
Ministry of Irrigation and Power and the Managing Director, National 
Projects Constnlction Corporation, stated that during the initial years 
of the o r h g  of the Corporation, the margin of profit had not come 
up to L:,'. expectations because of their inexperience about contract 
work. In the year 1960-61, low percentage of profit was due to less 
volume of work and low return or loss on certain contracts. In their 



.keenness to get contracts, the Corporation gave lay quotatians in 
some cases. The working of the Corporation was improving. The 
witness added that the construction works, being of a continuing 
nature extending over a number of years, their financial results 
should be considered on the basis of average for all these years rather 
than a particular year. 

The reasons menticured in the Auditor's Report for the low mar* 
of profit (0.9 per cent) during 1960-61, as against the estimated prodit 
of 5 to 51 per cent are a matter of concean. The Committee s u g g d  
that the matter should be carefully examined by the Ministry with 
view to taking suitable remedial measares. The Committee hope that 
the Corporation will succeed in showing better Baurcial results ia 
future as assured by their representatives. I 

i 

lnt  roduct ion of Administrative Audit in the River Valley Projects- 
Para 197 of the 7 th  Report (Second Lok Sabha). 

74. The Administrative Audit system envisages the establishment 
of an organisation in each Project, independent of the Project execu- 
tive. for carrying out an internal audit of 'Project transactions. Its 
aim is to secure economy in expenditure and ensure better technical 
and financial control of Projects under execution. The need for an 
early introduction of the system in the Centrally-financed River Val- 
ley Projects had been repeatedly emphasised by the Public Accounts 
Committee since 19,504 1. Y ursuance to t h s  long-standing recornmen- 
datlon of the Pub l~c  Accuunts Committee, the Ministry of Irrigation 
and Power issued a letter in January, 1959 to the Centrally-financed 
lJrojtu.ts to place the question of introduction of Administrative Audit 
bcforc the Control Boards. I t  was also statcd in this letter that the 
Government of India had accepted the recornmendation of the Public 
Accounts Cornmittce and \rere of thc view that the introduction of 
this system was highly dcsirablc. 

During thc cnursc of cvidcnvc. the Committvc cnquircd about lhe 
prcwcnt psit lon r,gard!ng thc 111troduction o f  the system in the 
Centrally-financctd projt~ts .  The Chairman, Central Water and 
Po\c*r>r Cornmlss~on, s ! a t t d  that the suggestion had been accepted by 
the State Governmt 111s only partially. Mvst of the  States had set up 
inspcctlon and control d i r c c t c ~ ~ ~ n t r ~  or divisions to check that the 
quality of the work donc depnrtmcwtally was upto the standard or 
that materials were rlot wasted. etc. But estimates of works were 
not subjected to such a scrutiny. In reply to a question, the witness 
statcd that these inspection bodies worked under the control of the 



Chief Engineers and not under an independent authority. Ihe 
Cosnptm11er and Auditor General pointed out that unless these ins- 
pection bodies worked independently, like the Chid Technical 
Examiner in the Central Public Works Department, they could not 
serve any real pwpose. The Chairman, Central Water and Power 
Cammission stated that the suggestion had not been accepted by any 
Control Board in this form The Committee asked the reasons for 
not accepting their recommendation tn toto. The Secretary, Min- 
istry of Irrigation and Power, promised to furnish a note to the 

I Committee, in the Light of the comments received from the various 
project authorities. This is still awaited. 

It has all along been the concern of the Public Accounts Committee 
that large funds provided by the Central Government for tho execu- 
tion of River Valley Projects should be spent not only in accorclance 
with the terms of the sanction, but also in the most economical and 
efikient manner. It was with this end in view that the Public 
Aecounts Committee have repeatedly urged for an early introduction 
of the Administrative Audit system in the Centrally-financed pro- 

i jects The Committee, however, regret to observe that though the 
system was considered highly desirable by the Ministry of Irrigation 
and Power, it had not yet been introduced in toto in any of the 
Centrally-financed projects. The Committee reiterate their views 
regarding the need for an early introduction of the system in the 
Projects, on the Lines of the Chief Technical Examiner's Organisa- 
tion in the C.P.WD. at the Centre. This wcommendation assumw 
added importance in view of the following observations of the Third 
F5nance Commission after a detailed examination of the bancia1 
working of multi-purpose river valley, and other major irrigation 
IprO*ts: 

'We a m  disappointed to find that in a number of cases thd 
returns are i n d c i e n t  to meet even the working erpen- 
ses and in the majority of eases insdcient to cover tbe 
additional incidence of interest liability." 

MINISTRY OF LABOUR .& EMPLOYMENT 

Employees State Insurance Corporntion 

Administrative Expenses-Audit Report on the Accounts of the 
Corporation for the years 1959-60 and 1960-61. 

75. The Employees State Insurance Corporation (ESIC) was set 
up in October, 1948 under Section 3 of ESI Act, 1948, for providing 
benefits to the employees cvf the factories and establishments, covered 
under the Act in cases of skkmss, maternity and employment injury. 



A broba analysis of the income and the expediture d *he Corpb 
ration during the years i9563-60 and 196041 is given below:- 

(in lakhs of rupees ) 

Income 
Employers' Special Contribution . 319 374 

Employees' Contribution . . 408 501 

Interest on Investment . 59 67 

Miscellaneous Income . I I - - 
Total 787 943 

Expenditure 
Payment to State Govt. as Corporation's 

share of expenses on medical care . 219 249 

Cash and other benefits to insured persons 
and their dependents 307 349 

Administrative Expenses . 90 100 -- - 
Total 616 698 

The percentage of the administrative cost to the total contributions 
(Employers' Special Contribution and Employees' Contribution) was 
12.50 per cent. in 195980 and 11.4 per cent in 1!U3041. (The -11- 
tage of administrative cost to the total contribution during 1958.69 
was 10.84 per cent). The percentages of administrative expenses to 
the total expenditure for the years 1959-60 and 1960-61 work out to 
14.6 and 14.20 respectively. 

During the course of evidence, the Director General of the Corpo- 
ration stated that the administrative expenses were largely condi- 
tioned by the need to provide adequate number of local okces for 
making payments to employees, scattered all over the country. 
According to the experience of the Corporation as also of the 
employers and employees, large local offices, though more economical, 
did not function in the best interests of the workers. Some of the 
larger local ofaces were, therefore, bifurcated. Another reason for 



high establishment charges was that the scheme had been extended 
even to some small areas, where the number of workers waq small. It 
had also been the effort of the Corporation to provide adequate staff 
in these local offices, with a view to avoiding unnecessary inconveni- 
ence to workers. 

1 While the Committee appreciate the need for opening mors local 
offices for the convenience of workers, they feel that the percentage 
of administrative expenses to total expenditure (14.20 f o r  1960-61) 
is on the high side, particularly, when it is membered that about 
40 per cent. of the total expenditure of the Corporation comprises 
payments to State Governments on account of ,the Corporation's share 
;of expenses on medical care. The Committee trust that the matter 
will be kept under constant review with e view to effecting maximum 
JruiLb economy in establishment charges. without any detriment te I j the amenities provided to the employees. 
', 

Accumulated surplus in the ltteome and Espenditure Accounts 

76. The Balance Sheet of the Corporation as on 31st March, 1961, 
showed that there was an accumulated carry-forward of the surplus 
in the income and expenditure account to the extent of Rs. 20.42 
crores. This, apparently, represented an unallocated surplus as there 
were separate funds for meeting future liabilities, e.g., Permanent 
Disablement Benefit Fund, and Dependents Benefit f i n d ,  the balan- 
ces in which amounted to Rs. 1.25 crores and Rs. 0.39 crores respec- 
tively on 31st March. 1961. 

During the course of evidence, the Committee desired to know the 
reasons for accumulating heavy surpluses, instead of utilising the 
funds for the benefit of the employees. The Director General of the 
Corporation stated that out of the total surplus, expenditure to thc 
tune of about Rs. 11 to 12 crores had been sanctlonvd for the cons- 
truction of hospitals and dispensaries. The actual expenditure, how- 
ever. amounted to about Rs- 3.5 crores so far. The delay was, mainly, 
occasioned by difficultia in acquiring land and procuring raw mate- 
rials. as also by shortage of technical personnel. The witness, how- 
ever. assured the Committee that the Corporation, as well as the State 
Governmmts, were anxious that there should hc no accumulation of 
surplus. 

i The Committee feel concerned at the extent of unspent balances 
*lying with the Corporation (Rs. 20.42 crores on 31sl March, 1961). 
/iVhile the Committee are glad to be assured of the Corporation's 
:anxiety in the matter, they observe that the pace of utilisation has, 



hitlaertdore, b e a  phfuliy sl&. !I%e Committee desire that dcet irb  
steps should be taken to ensure maximum uttlisatian of the funds for 
the purposes intended in the Act. I 
Audit Report on the Aceoun t s  of the Corporation for 1959-60-Expen- 

diture incurred in settin9 up local offices (Calcutta Region), para 
5 of Audit Report . 

77. The Corporation decided in July, 1959, in consultation with 
the Government of West Bengal, to extend the Scheme to two dis- 
tricts, namely, 24 Parganas and Hooghly, from January, 1960. For 
this purpose, 25 local offices were set up in different parts of the two 
districts during 1959430 of which 18 were in rented buildings. 

The Scheme could not be implemented on the date originally de- 
cided upon due to non-completion of medical arrangements by the 
Government of West Bengal. The position was reviewed by the Cw- 
poration in March 1960, and a decision was taken that the arrange- 
ments already made by the Corporation for implementing the Scheme 
should be allowed to continue and the question of implementation be 
taken up with the West Bengal Go-~ernment. The Scheme has, how- 
ever, not been implemented so far. 

Seven of the 18 rented premises were surrendered by the Cor- 
poration during 1960-61 six during 1961-62 and the remaining five alp 
stil! being retained for local offices. 

A sum of Rs. 5.17 lakhs was spent by the Corporation upto 31st 
March, 1962 towards rent, stationery. fui-niture. salaries of staff, etc. 
for setting up the local offices in these two districts. I n  September, 
1962, it was stated that the equipment and furniture were being divert- 
ed to other offices and that most of the staff had been diverted to 
other offices of the Corporation. 

Explaining the background of the case, the Secretary. Ministry of 
Lahour and Employment, stated that in July. 1959. it was decided by 
thc Government of West Bengal, at a high level, that the scheme 
should be extended to these areas early in 1960. Under the Scheme, 
the responsibility for the provision of medical facilities, such as dis- 
pensaries and hospitals, was that of the State Government and the 
responsibility for providing local offices for cash payment to em- 
ployees that of the Corporation. There had to be a synchronisation 
of both these arrangements. After the decision had been taken, the 
Corporation wefit ahead with its programme and acquired accommod- 
ation by November, 1959. The State Government could not, however, 
arrange for dispensaries and hospitals. In  the absence of hospital 



accommodation, the trade unions were not agreeable to the extension 
d the scheme to these two districts. Since the decision to extend the 
.scheme had been taken at  a very high level, the Corporation did not 
want to cancel the work immediately and decided that the Chairman 
.of the Corporation might have W h e r  discussions with the Chief 
Minister of the State and the trade unions. As the trade unions 
insisted on their objection the scheme could not be implemented. In 
reply to a question, the Director General, admitted that it was 'most 
unfortunate' case. 

The Committee regret to observe that due to non-implementatim 
of the scheme, as per agreed arrangements, bulk of the expenditure 
incurred by the Corporation on setting up local offices in the Region 
has become infructuous. The Committee trust that the Corporation 
will benefit from its experience in the present case, and be more 
careful, while setting up such offices in future. 

Outstanding Income-Audit Report on the Accotints of the Corpora- 
tion for the year 1960-61. 

78. The outstanding income as on 31st March, 1961, due for rr- 
covey, stood at Rs. 82 lakhs. The amounts were due to be recovered 
from employers in respect of factories cwered by the Scheme. 

In evidence, the Director General of the Corporation stated that 
-the outstandings included both employers' contributions as well as 
employees' contributions. The total amount had come down to Rs. 42 
U h s ,  out of which the amount autstandmg on account of employers' 
.contributions was Rs. 24.4 lakhs. The witness further stated that in 
fie case of public undertakings, there was a little delay in recovering 
the dues. But it was paid, by and large, by the end of the year. As 
to difficulties in recovering employers' contributions, it was stated 
that certain processes had to be gone through. In some cases, re- 
covery certificates had to be issued. In reply to a question, the 
witness stated that the standing committee reviewed the positicin twice 
a year, and certain steps had been taken as a result of which there had 
been some improvement. 

While the Committee are glad to be informed that the amount of 
outstandings on account of contributbns has considerably come down, 
they observe that the amount still remaining to be recovered is quite 
large. They desire that further efforts should be made by the Cor- 
poration to ensure expeditious recovery of this amount. They further 
desire the Corporation to examine the feasibility bf reviewing the 
existing procedure for recovery, with a view to 'obviating the aecu- 
mulation of such heavy oustandings in future. 



Appropriation ~ccounts-page 376, Note 1. 
79. The following table gives a brief account of the transactions 

of 1be Fund during 1958-59, 196860 and 196061:- 

Opening Balance on I st I ,78,92,047 I ,91,54,846 2,05,04,999 
April 

Receipts during the year 2635,164 30,839161 27,35,361 

' Payment during the year I3,72,365 17,46973 ~4~99,780 

Closing balance on 3 1 st I ,9 r ,54,846 2,04,91,734 2.07~40~580 
March 

Commenting upon the working of this Fund, the Estimates Corn- 
mittee (1 959-60), in para 91 of their 90th Report (Second Lok Sabha), 
regretted that while there were large accumulated balances, the ameni- 
ties provided to the miners were far fmm adequate. They under- 
stood in this regard that not even a single house had been constructed 
for mica miners under any of the schemes of the Mica Mines Labour 
Welfare Organisation. (Pam 95 of the Report ibid). 

Explaining the reasons for heavy accumulaticm of unspent balances, 
the Secretary, Ministry of Labour and Employment, stated in evi- 
dence that  the mine owners did not come forward to make use of the 
facilities provided by the Fund. This was mainly due to the fact 
that, unlike coal mines, most of the mica mines were short-lived. 

As to the measures for increased utilisation of funds, the witness 
stated that the three Advisory Committees (one each for the States 
of Bihar, Andhm and Rajasthan) had drawn up schemes for the con- 
struction of Hospitals and Welfare Centres. The Committee pointed 
out that, according to para. 95 of the 90th Report of the Estimates 
Cammi ttee, not a single house had been constructed undel any of the 
schemes of the Mica Mines L a b  Welfare Organisation. While ad- 
mitting that the position was largely so, the Secretary to the Ministry 
added that a few houses had been constructed in Bihar; and there 
was a scheme to construct 500 houses in that State. 

The Committee feel concerned to observe that while the ameniti 
provided to the mica miners are far from adequate, the funds eel- 
lected by the levy of the cess with the avowed object of financia 



srbbmes for their welfare remain largely u&ilibed. ma tact that 
during the last six- years, the Mica PI-  Labour Welfare Or- 
ganisation has besn in existence, only a few houses should have been 
constructed indicates that the Organisation has not attended to the 
problem with the tePl expected of e welfare organisation. The Com- 
mittee would, in this connection, invite attention to para. 17 of their 
hventieth Report (Second LoL Sabha) on the working of the Cml 
Mines Labour Welfare Fund wherein they observed: "If earmarked 
b d s  are not being properly utilised for the purposos 'underlying 
the levy over a period of years, the Committee feel that the continu- 
ance of the levy will be looked upon as an unnecessary burden by the 
tax-payers". The Committee trust that the Ministry and the Or- 
ganisation will address themselves to the matter with a view to en- 
suring the maximum utilisation of the funds for the purposes intended 
in the Act. 

Misappropriation of cash-page 231, Appendix XV 

80. In a Welfare Organisation in Madhya Pradesh, it was noticed 
that out of a total sum of Rs. 5,248 drawn during the period 8th 
February, 1957 to 30th October, 1958, only a sum of Rs. 948 had been 
accounted for in the cash book. The balance of Ks. 4,300 had been 
misappropriated. The office clerk was suspended on 2nd January, 
1960. He was dismissed from service on the 31st August, 1961. as he 
had been absconding since 22nd February. 1961. The information 
about the action taken against the supervisory officer was awaited. 

During the course of evidence, the Secretary to the Ministry ad- 
mitted that there had been delay in the completion of dcpartnlentnl 
proceedings against the delinquent official, but added, that certain 
legal formalities had to be observed. He, however, promised to look 
into the matter to find out if there was any avoidable delay. As re- 
gards action taken against the supervisory officers, the witness stated 
that the disciplinary authority concerned had issued only a warning 
to these officers. This was, however, not considered adequate by the 

I Ministry and the matter was under review. The Committee would 
like to have a final report in the matter. 

The Committee regret the delay in finaliing departmental pro- 
'ceedings in this: case. They hardly consider it necessary to point out 
I that such delays are not in the financial interests of the State as they 
,involve in some cases payment of avoidable subsistence allowance to 
'delinquent officials. The Committee trust that care will, henceforth, 
'be taken by the Ministry of Labour and Employment to ensure expe- 
lditious disposal of disciplinary proceedings. 



MINISTRY OF SCIENTIFIC RESEARCH & CULTURAL AFFAIRS 

Stores and Stock Accounts of the Map Recwd and Issue Office, 
Dehra Dun-page 90, para 69. 

81. Given below is a sympsis of the Stores and Stock Accounts 
of Departmental Maps of the Scientific Research and Cultural Affairs 
(Map Record & Issue Office, Dchra Dun). . 

(In lakhs of rupees) 
Opening Balance Receipts Issues Closing balance 

17.92 5 '59 6-90 16-6r 
During the course of evidence, the Secretary to the Ministry 

stated that the maps were of different types and were required for 
us in future. It was economical to get them printed once in large 
numbers rather than getting them reprinted. He also stated that 
the wastage of maps, while in stock, was negligible, and a physical 
test-check was conducted every year. 

It was pointed out by the C. 8: A.G. that in Calcutta Office out of 
2,40,000 maps issued in 1960-61, 1,90,189 maps were issued to the Army 
Units, 15052 to other Survey of India Units and only 35,131 were sold 
to the other Departments and the public. Asked whether, in view 
of limited sale of these maps to the public, it was necessary to have 
an elaborate staff for cost accounting work, the representative of the 
Ministry stated that even in the case of Government Departments. 
book ndjustments had to be made. Further, even though the sale 
of the public might be limited, under the existing procedure. the 
price had to be fixed. It was, however, suggested by the C. 8; A.G. 
that in such cases, an ad hoc price could be fixed for the purpose of 
sale. 

The Committee observe that the maps sold to the general public; 
constitute a small proportion of the total number of maps issued by 
the Map Record & Issue Oflice, Dehra Dun. The Committee, there- 
fore, suggest that the question of fixing ad hoe prices of these maps 1 
and thereby effecting economies in the maintenance of cost account-\ 
ing staff for determinind the cost of these maps, may be urgslltlS\ 
examined by the Ministry. The extent of savings in annual recur-; 
ring expenditure as a result of this measure may be intinlatcd to the 
Committee. I 
Xationul Research Development Corpmation-pages 132-133 a d  

Annual Report of the Corporation (1962). 
82. In para 51 of their Seventh Report, the P.A.C. (1957-58) had 

questioned the need for NRDC as a e p a r a t e  undertaking to exploit 
2826 (aii) LS-7 



92 
the results of Scientific Research c a r r i e  out at .various Research 
Institutions. They felt that this work could as well be done by the 
Council of Scientific & Industrial Research. In a note furnished by 
the Ministry, it was stated that the main function of the Council of 
Scientific and Industrial Research being to encourage and carry out 
research and development, it would not be desirable to entrust the 
Council with the commercial exploitation of inventions. The P.A.C. 
(1961-62) considered the Ministry's reply and were not convinced 
by the above argument. They observed that the Corporation which 
had a paid-up capital of Rs. 10 lakhs had, till the end of 1960-61, in- 
curred a cumulative loss of Rs. 10,35,391. The Committee, therefore, 
consider that the necessity for an early decision regarding the future 
of the Corporation was imperative. 

It was observed from the 8th Annual Report of the Corporation 
(1962) that the Corporation had incurred a further loss of Rs. 3,65,649 
during 1961-62, raising the cumulative loss to Rs. 14,01,040. 

In extenuation of the losses suffered by the Corporation, it was 
urged that the work done by the Corporation was more of a deve- 
lopmental and promotional nature than a commercial nature. The 
main function of the Corporation was to study laboratory researches, 
to examine the scope of their comniercial exploitation and to grant 
licences to manufacturers for their utilisation in return for royalty. 
I t  was Stated in this regard that the utilisation of laboratory re- 
searches was not a simple matter. Considerable effort and expendi- 
ture had to be incurred in determining their scope and carrying out 
market surveys, pilot plant trials, consumer acceptability trials, 
scaling up and preparation of project reports (containing essential 
details about cost of production, plant and machinery required and 
its availability, total capital investment and returns on the invest- 
ment), before any entrepreneur could be induced to take up their 
commercialisation. The industry all over the world, being profit- 
motivated, was not interested in taking up innovations unless they 
were given a turn-key job. It was urged that taking into considera- 
tion the fact that annual expenditure on research in the country was 
of the order of Rs. 20 crores, an accumulated loss of about Rs. 14 lakhs 
over a period of 8 years for determining the usefulness of the re- 
searches carried out, their development and commercialisation could 
not be considered unreasonable. The main thing to consider was 
that the revenuc from research had been progressively increasing 
and during the ycar 136162, it was Rs. 3,71,643 as against Rs. 1,83,786 
in 196061. The value of production based on processes licensed by 
the Corporation in 1961-62 was approximately Rs. 1 crore and it was 
anticipated to be of the order of Rs. 2 crores in 1962-63. It was also 



stated that the working of the Corporation compared favourably with 
the parallel organisation in the U.K. In the case of U.K., NRDC 
retained 100 per cent of revenue aqd only gave awurds to the in- 
ventors which worked out on an average 15 per cent against 70 per 
cent payment made by the Corporation, in India. Still NRDC, U.K. 
had incurred a bigger 'cumulative loss' i.e. f 4  million from 1949-50 to 
1961-62. 

While the Committee do not, in any way, minimise the utility' 
of the work done by the Corporation, thc question that has all along 
exercised their mind is whether there is need for a separate organi- 
sation to do this work-much less an organisation run on commer- 
cial lines. During the course of evidence, the Committee were in- 
formed that an expert committee was being appointed to examine 
the question of the constitution and working of the Corporation. 
The Committee would like the Ministry to examine, whether in cases 
of this type, it was necessary to appoint an expert committee, involv- 
ing considerable time and expenditure.. .The Committee urge that a 
decision regarding the future constitution, swpe and functions of the 
Corporation should be taken without any further delay. 

Council of Scientific and Industrial Research 

Manufactu~e of Tapioca Macaroni-pwa 2 of Audit Repo~t on the 
accounts of the C.S.I.R., for 1960-61 

83. In 1956, a plant costing about Rs. 2.00 lakhs was purchased 
by the Central Food Technological Research Institute, Mysore, for 
large-scale manufacture of tapioca macaroni from tapioca flour. The 
plant had a manufacturing capacity of 1 ton per day, but .total pro- 
duction from 1956 to 1960 amounted only to 163 tons of tapioca 
macaroni and 17 tons of wheat macaroni respectively. The produc- 
tion was slowed down in 1959-60 and completely stopped in January 
1961, as tne Government of Kerala, who were the main buyer of the 
produce, closed down their propaganda work on the product. Thus 
the plant was not worked to its full capacity and did not serve the 
purpose for which it had been initially obtained. 

In evidence, the Committee were informed that the project was 
launched at the instance of the Kerala Government. However, due 
to some public agitation, the successor Government in that State was 
not interested in the plant. Asked whether the plant could not be 
utilised by other State, it wlas stated that the process had been large- 
ly publicised. But as tapioca had been used as a popular food in 



Kerala, the chances of its utilisation in that State were greater than 
in other States. 

1 The Cormnittee regret fo observe that the plant purchased by the 
Central Food Technological Research Institute, Mysore, at a cost of 
Rs. 2 lakhs for large-scale manufacture of Tapioca Macaroni has not 
been utilised for the intended purpose since January, 1961. The 
Committee desire that efforts should be made for the maximum utili- 
sation of the plant, failing which steps should be taken for .its. 
disposal. 

Transfer of Plant to a private Party-para 3. 

84. In May, 1960, a plant for the production of multipurpose food 
was t ransfer l~d from the Central Food Technological Research Insti- 
tute, Mysore to Coimbatore with a view to its ultimate sale to a 
private firm. Without, however, executing a written agreement or 
fixing any agreed sale price to be paid for the plant, it was installed 
in the premises of the intending purchaser and run by the staff of 
the Institute on trial for a period of 6 months a t  the cost of the 
Council. From the 16th April, 1961 the plant was worked by the 
party but the terms of sale had not yet been finalised and no pay- 
ments towards the cost of the plant had been received from the pur- 
chaser till March 1962. The cost of the unit which was transferred 
to Coimbatore worked out to Rs. 42,485. 

I The Committee were informed that the price of the plant had 
been fixed at Rs. 44,407. The party to whom the plant had been 
sold was a big firm in Kerala. It  had already paid Rs. 8,000 and, 
according to a letter received from the firm, the balance would be 

I paid in the month of March. The Committee would like to be in- 
formed when the full recovery of the amount due is effected, 

MINISTRY OF STEEL AND HEAVY INDUSTRIES 

(DEPARTMENT OF IRON AND STEEL) 

Iron and Steel Control Organisation 

Audit Report (Civil), 1962 

Iron and Steel Eqmlisatilon Fmd-pages 80-81, para 62. 
85. The Receipts and Payments relating to the Iron and Steel 



Equalisation Fund from 1st April, 1957, to 31st March, 1961, are 
shown below:- 

(In crores of rupees) 

Year Receipts Payments Cash balance at r he 
end of the year 

--.. - -- 
Opening balance 17'77 . . . . . . 

The Fund was started on 1st February, 1943, when a system of 
average equalised prices was established for finished steel, to en- 
sure the sale of steel at uniform selling prices by re-rollers to all 
customers and by main producers to controlled stockists. 

The average equalised prices were fixed at rates higher than the 
main producers' commercial prices and were normally lower than 
the prices which re-rollers were allowed to retain as cost of the 
finished materials produced by them. The difFerence between the 
commercial price and the average equalised price was realised from 
the main producers and credited as surcharge to the Equalisation 
Fund, while the re-rollers were paid, out of the Fund, a subsidy 
equal to the difference between their retention pricess and the average 
equalised prices. 

The scope of the Fund was subsequently extended to cover im- 
ported steel also, the difference between the price of such steel 
and the average equalised price being subsidised from the Fund. 

With the growth and development of the steel industry, the 
requirements of steel are being met mostly from indigenous sources 
and a comparatively small quantity has now to be imported by the 
Iron and Steel Controller from abroad. The world steel prices have 
also declined and on certrain types of steel, the landed cast is 
lower than controlled selling price, with the result that no subeidy 
'becomes recoverable. The payment of subsidy on imported steel: 
which was of the order of Rs. 18.50 crores during the year 195748 
has now declined to Rs. 2.57 crores in the year 1960-81. The credit 
balance in the Fund is, therefore, increasing steadily. The total 



amount at the credit of the Fund (including amounts accrued but not 
realised) as on 31-3-1962 was Rs 84.79 crores as against Rs. 59.47 
crores as on 31-3-1960 and Rs. 74.10 crores as on 31-3-1961. The 
actual cash balance as on 3-3-1962 was Rs. 52.79 crows as against 
Rs. 25.61 crores as on 31-3-1960 and Rs. 40.13 crores as on 31-3-1961. 

During the course of evidence, the SczrAary to the Department 
of Iron and Steel stated that the object of ensuring uniformity in 
the sale price of steel throughout the country was being served 
even now but owing to a fall in the prices of imported material, the 
credits to the Fund exceeded debits thereto. It was now proposed 
to utilise the balance in tkc Fund to finance the outlay of the Third 
Five Year Plan. On being asked whether it was appropriate on  
the part of Government to raise funds in excess or requirements, 
the Secretary to the Ministry statcd that the existing p: sctice had 
not been challenged so far by any one. 

, The Committee observe that with the gradual growth of the 
'steel industry in the country, fall in imports and decline in world 
(prices of certain categories of steel, credits to the Iron and Steel 
iEqualisation Fund now far exceed debits thereto: and only a part of 
Ithe accruals is now spent on ensuring uniformity ill steel prices in 
(the country-the purpose for which the Fund was created. This 
:has resulted in accumulation of h c a ~ ~ y  unspent balances (crtsh balance 
Els. 52.79 crores as on 31-1-1962). The balance\ are likely to i~tc.rc.ase 
(further with the full utilizatron of i'te installed capacity of tho 
,existing steel plarlts and setlh: r~ of nrw ones.. It has been statcd 
by Govc;-nn~cnt that tht .C;!c:.i E:cji1a::atic . Fund w i I I  I w  one of the 
*important sources of :evrnuc IPni- !he Third Five Year P!nn. (The 
'contribution of t'l;. F w d  fo:. fhc Plan ptricd i -  c.timaled irt K.. 105 
crores). While the Committee appreciate the nc.r.4 for tallpi;,i: nll 
po,sihle saarces irrr lin:rr.crn:. .he I'lcttl. i l l c  v <lo not consider It corrrct 
in principle th3t a F~~ncl k-' out\:tic thc Cwl~:dill;1tc:l Fund of India 
'for the specific purpose of cghnlicin~: pricw. and opwated hv a Dc- 
partmental Oflicer through a Pc:.ti(>t~ss I , ~ r ' r ~ r  Ats( onrt in the Rcscrvc 
Bank should serve as a medium for accun~ulating large surplus, 
,funds by the fixation of selling p r i w  ; at a level higher than neceq- 
tsary for the real purpose of the Fund. Further. undue delays in rr- 
covering outstandings due to the Fund a.i also longstanding differ- 
iences with the main producers indicate that thc working .of the 
'Fund is not quite satisfactory. The Committee would, therefore, 
like the Ministry of Steel and jlunvy Lndustr;w to cxamine, in con- 
4 ta t ia r l  with the Ministries of Finanre nnrl Imv, wh-+her the time 
Ihas not come to make a thorough review of the constitution, scopd 
land working of the Fund. 



Outstanding Recoveriues-puges 81-82. 
I 

86. A SLUII of Rs. 21.35 crores was recoverable from "sundry 
debtors" as on 31st March, 1961, against Rs. 24.91 crores at the cloee 
of 31st March, 1960. The Public Accounts Committee, in para 20 ot 
their 26th Report, recommended the desirability of reducing tho 
time-lag in recovery and also suggested that 'on account' payments 
made every month should represent the approximate amo.u11ts due 
in respect of the sales of the previous month. The matter was 
stated to be under correspondence between the Government and the 
main producers. 

The amount shown as outstanding against the main producers in 
the books of the Iron and Steel Controller waq yet to be formally 
accepted by them. Steps had been initiated only men t ly  (Febru- 
ary, 1962) for the reconciliation of the Merence between the figures 
shown in the books of the Iron and Steel Controller and those ac- 
cording to records of the main producers from the inception of the 
scheme. 

The Committee inquired about the reasons for the accumulation 
of large sums outstaqding against main producers and the progress 
made in the recovery of the amounts. The Secretary stated that 
the producers also had certain counter-claims on the Fund. On 
1st October, 1962 the gross amount to be recovered was Rs. 21-12 
crores and their counter-claims by and large, offset this amount. 
The claims of the producers were mainly (i) Rs. 124 crores due to 
increase in retention price l~cent ly  allowed to the main producers 
with retrospective effect, (ii) excise duty (Rs 1) crores). and (iii) 
f reieht adjustments approsimating Rs. 10 crows. Thus practically 
nothing remained to be recovered from thc producers. On being 
nskcd as to why recoveries were not effected during the past flve 
years, the witness stated that whenever the firms were asked to de- 
posit the dues they put forth counterclaims aqainst the Fund. As 
~'egnrds progress made in reconciliation of differences betureen the 
Iron and Steel Control Organis~tion and thc main producers wqard- 
ing outstanding due to the Fund. it was statcd that verification of 
accounfs in respcct of oustandings due from the IISCO (one of the 
main producers) was in progress; the work was espectcd to be com- 
pleted within about two months. The work relatine to verification 
of accounts in respect of dues from he TISCO--the other main Dro- 
duper-would be taken up in the middle of November, 1962. 

While the Committee note that the outstandings due to the Fund 
may now be largely oSf set by the  counter-clims preferred by the 
main producers (bulk of which are of a recent origin), they cannot I 



help expressing regret at the failure of the Iron and Steel Control 
Organisation to effect timely recovery J longstanding dues to the 
Fund (Rs. 21.12 crores). They observe in this regard that though 
the Scheme had been in operation since 1943, necessaryl steps to re- 
/concile differences betwen the figures as shown in th books of the 
!Organisation and those shown in the records of the main producers 
lsince the inception of the Scheme had been initiated only recently.  he Committee desire that the matter should be finalised without I iany further delay. 

As regards current accruals, the Committee inquired in evidence 
whether a better system could not be evolved to effect the ad- 
justments and recovery of amounts more expeditiously. The 
Secmtary stated that an arrangement had been made with TISCO 
according to which the Company had agreed to pay a sum of Rs. 60 
lakhs per month, subject to adjustments to be made later on. 
A similar arrangement was also made with IISCO who, however, 
discontinued the practice after some time. The Committee desire 
that the matter should again be taken up with the Company, with a 
view to obviating any further accumulation of outstandings. They 
would like to have a further report in the matter. 

Special advances-page 82. 

87. Special advances amounting to Rs. 20.18 crores were initially 
given from the Equalisation Fund, interest-free in instalrnents, from 
1954-55 to 1957-58 to MIS. TISCO and IISCO for financing the cost 
of expansion of their works. On the recommendation of the Tariff 
Commission, the Government decided on 25th November, 1959, that 
interest on these special advances should be charged from 1st July, 
1958, at the rate of 5 per cent per annum, but that the actual recovery 
should be postponed till a decision was taken regarding a common 
retention price to be allowed after 31st March, 1960 to all the main 
producers of iron and steel in the private and public sectors. Interest 
of Rs. 3- 11 crores has accrued on these special advances for the period 
1st July, 1958 to 31st March, 1961. The Tariff Commission's recom- 
mendation about the retention price from 1st April, 1960, was, how- 
ever, still awaited. 

Explaining the circumstances under which interest-free loans were 
granted to the TISCO and IISCO for the purpose of augmenting their 
output, the Secretary to the Ministry stated that according to the 
agreement with the companies, interest on the advances and the 
principal amount was to be made out of an element to be given to 
them in the price of steel. As this element had not been 
included in the existing price, the manner in which the interest could 



be recovered was under examination of Government. 
mittee would like to be informed of the decision taken in the matter. 

Outstanding dues from importers--.page 82, para 63. 
88. The surcharge payable by importers of steel to the &on & Steel 

Equalisation Fund in cases where the imported prices are less than 
the controlled selling prices is required to be paid within 14 days 
of the issue of the final claim bills by the Iron and Steel Controller. 
On 31st March, 1960, a sum of Rs. 1.72 crores was recoverable from 
the private importers on this account. At the end of March, 1962, 
the outstandings were Rs. 72.32 lakhs, of which Rs. 2.43 lakhs related 
to 1958-59, Rs. 42.37 lakhs to 1959-60 and Rs. 8.59 lakhs to 1960-61. 

During the course of evidence, the Committee were informed that 
the amount of outstandings recoverable from importers of steel on 
account of 'surcharge' had been reduced to Rs. 45.5 lakhs. Against 
this amount, there were claims of the importers aggregating Rs. 38 
lakhs and the net amount to be recovered was Rs. 71 lakhs only. The 
claims of importers arose out of removal charges, extra and heavy 
lift charges, over-time charges etc. which had not been taken into 
account in the original bills. In reply €0 a question, it was stated 
that the claim of importers had not been verified by Audit, but the 
Iron and Steel Controller had satisfied himself about them. On 
being pointed out that under the rules, the importers were required 
to make payment within 14 days of the issue of . the claim, the 
witness clarified that the period of 14 days was reckoned from the 
date of presentation of final claim. 

While the Committee are glad to be informed that the amount of 
outstandings on account of surcharge on imports has been consider- 
ably brought down, they are unable to appreciate why, in some cases, 
it should not have been possible for the Iron and Steel Control Orga- 
nisation to recover outstandings from importers even three to four 
years after they had fallen due, when, according to the Rules, the sar- 
charge was required to be paid within 14 days of the issue of the 
final claim. The Committee desire that effective steps should be 
taken to recover the balance from the importers by the earliest possi- 
ble date. Tbey further desire that the time-limit laid down under 
the Rules should, henceforth, be strictly complied with. They would, 
in this connection, like the Organisation to examine the fMsibity 
of introducing the system of bank guarantees against which the dnaa 
from importers could be adjusted well within tima 
Contracts p h e d  with a black-listed fitm-puges 82-86, para 64. 

89. In paragraph 134 of their 34th Report (196061) the Public 
Accounts Committee referred to irregularities resulting in heavy 



losses in connection with contracts entered into with a black-listed 
firm and recommended that i t  was a fit case to be investigated further 
for the fixation of responsibility for their regularities noticed. 

A review of all the subsidy bills made available by the Iron and 
Steel Controller in respect of 42 contracts for the import of 2,47,709 
tons of steel, valued at Rs. 14-36 crores, out of a total of 69 contracts 
(including 7 for T.C.A. Steel) valued at Rs. 27.82 crores placed on 
them during the period June, 1955 to January, 1957 for the import of 
steel, showed that the firm completed the shipment according to 
the stipulated date of delivery only in four contracts; in other cases 

, the delivery was delayed for periods ranging from 3 months to 
beyond a year and a quantity of 39,408 tons is still outstanding. The 
break-up of the supplies is given below: 

Total quamity contracted for 2,47,709 tons 
Quantity supplied within the 
stipulated d:!ivery psriod. 

D A a y d  shipm-nts z 

Within 3 months 

64,530 tons 

59,062 tons 

Bztwxn 4 to 6 rnon~h; 43,063 tons 

Beyond I ycar 41 .oar tons 

-- 
*" 1,52,146 ions 

39.408 tons 
. . . - - - . -_ .--. - .. -- - - . - - 

**Inc!udcs ccxcc. suppiy of S,375 Tons mad: against certain coittracts. 

The contracts placed by the Iron and Steel Controller are generally 
subject t o  the cond~tion that  in the event of failure to adhere to the 
shipment period prcscribcd, the Iron and Stcel Controller would be 
entitled to recovdr f rom the firms liquidated damages at the rate of 
2 per cent per month or part of a month. in respect of the quantity 
outsianding for shipment. It was noticed that the Iron and Steel 
Controller preferred claims for liquidated damages or token liqui- 
dated drmages in only 5 cases involving recovery of about Rs. 10 
lakhs, against which no recovery had been effected. 

The orders for tne black-listing of this firm were withdrawn in 
JanuarylFebruary, 1957. 11 contracts for a quantity of about 43,027 
metric tons and 7,045 tons of a total value of Rs. 2.95 crores were 
placed after this withdrawal, during the period July, 1957 to Septem- 



ber, 1960. The records of the Iron and Steel Controller did not. 
indicate the position of shipments made against one of these contracts 
involving a quantity of 5,800 long tons. 

The position in respect of the other 10 contracts entered into with 
this firm was as under:- 

Total quantity conrracted for 43,027 1,245 

Quantity supplied within thc 
stipulatcd delivery period 33,839 907 

Delayd shipmats : 
Within 3 months 

Rctween 4 to 6 months 136 ... 
Bctween 7 months and I year ... 12 

Beyond I year I ,206 . . . -- 
Ralanc: ,;till outstanding 4,006 85 

- .  ~ -. . -- - -. . . . 

During thcs course of evidence, the Committee drew attention to 
t.hc i x t  t t u ,  .dthough the contracts provided for imposition of penal- 
tie5 f(,r delayed supplies, tht? Iron and Steel Controller had preferred 
cl;li:.n:; (wort+ 13s. 10 lakhs c'nly) in five cnses only and that, even in 
thcsc c:iC!-s, no recovery had been cffcciion so far. The Secretary, 
13~~partm:~ri: c,!' IP !n :~nd Stc~bl s t a i r d  !hat it was difficult to recover 
liq;liil?tccl dnn>a,q+,:i i n  all cnses. Each case was to be dectded on its 
rnit?!~, i n  r:o~:.;~~!!;~:ir~n ~ v i t h  1e:;nl authorities, and a Committee of 
(1i5cc.r-s o ): Alidi t ,  ! ron and Stcc! Controller's Orgnnisation and the 
Fi'lnl~cc: 3Ti1lii;try h : ~ d  h:.cn for~rled to csamine these cases. , 

I'rou- the facts of thr cnsl as nicntioncd above, the Committee, 
are led to t!:c co~i~.lu.ion that the performance of the firm in relation 
lo their contractual obIi;la;ion\ had becn highly unsatisfactory. [Out 1 
of 42 contracts, placed on the firm during the period June, 1955 to1 
Jununry. 1957 (ihr rwonls in respect of which were examined by( 
Audit), the firm compfetcd shipment according to the stipulated dale; 
of delivcrg on!y in four cases: about one. sixth of the ordered material l 
is still oulstnnding, even fivr to six years after the s t ipul ted date of1 
delivery.] The Committee further observe that although the firm 
had failed to adhere to the prescribed time-schedule in 38 cases out 
s f  42, claims for liquidated damages or  token liquidated damages had 



been preferred only in five cases, and, even in these cases, no re- 
!coven, had so far been effected. The Committee cannot but regrat 

i the sluggish manner in which the Organisation had proceeded in the 
matter of invoking the penal provisions of the contracts. This state 
of affairs, the Committee would like to caution, might not only in- 
lvolve Oovernment in heavy financial losses, but also dislocate the 
lplanned programme of Government involving the use of contracted 
material. The Committee, therefore, desire that special attention 
/should be paid by the Ministry of Steel C Heavy Industries to the I 
,matter with a view to ensuring that the interests of Government are 
/not jeopardised in any way on account of any lapse or laxity on the 
I 1 part of the Organisation. The Committee also consider i t  needless to 
lemphasise that before fresh contracts are awarded to a contractor, 
!his past performance shouM invariably be taken into account and no 
preferential treatmen: should be given to any particular firm. 

As regards extensions in delivery date granted to the firm from 
time to time, the Secretary, Ministry of Steel and Heavy Industries 
(Deptt. of Iron & Steel), stated that such extensions were normally 
qanted by the Iron and Steel Controller after taking into considera- 
tion (a) the supply position, (b) the price situation, and (c) the needs 
~f the indentor. Asked whether the falling prices of the material 
were taken into account at the time of granting extensions, the Sec- 
retary to the Ministry stated that it was generally the practice. The 
Committee desired to be furnished with a note giving the price con- 
tracted for, the prevalent price and that allowed to the firm at the 
time of granting each extension. The witness promised to furnish 

r the requisite information later. This is still awaited. The Committee 
would defer their comments on this aspect of the case till the re- 
quisite inf~rmation is received from the Ministry. Meanwhile, it is 
hoped that Government would look into this case. 

Case A, page 84. 

90. Two further cases of irregularities are mentioned below in 
respect of the contracts placed with this firm. In one of these cases, 
egainst a contract entered into in August, 1955 for the supply of 10,085 
tons of imported tested steel rounds by November, 1955 to meet cer- 
tain urgent demands, the firm supplied only 4,024 tons by September, ' 

1958 and failed to supply the balance. A sum of Rs. 1-50 lakhs 
representing the difference between the cantrolled selling price 
recovered by the firm from the consignees and the landed cost (which 
was lower than the controlled price) was refundable under the terms 
of the contract and creditable as surcherge to the Iron and Steel 
Equalisation Fund. The A r m  failed to refund this amount. The 
recovery was forgone by the Iron and Steel Cmtroller by treating 



the supply as one made outside the contract, which was cancelled in. 
February, 1961, nemly two and a half years after the part supply 
had been made. 

A belated claim d Rs. 23.49 lakhs wa,s preferred against the iirm 
in February, 1961 in respect of the entire quantity of 10,085 tons 
covered by the contract, representing the difference between the .  
contract price and the higher market price ruling on the 29th Feb- 
ruary, 1956-the last permissible date for shipment under the con- 
tract as finally extended. The settlement of this claim is awaited. 

During the course of evidence, the Committee were informed that 
the firm had asked the Organisation for the withdrawal of their claim 
of Rs. 23.49 lakhs on the ground that the Government did not make 
any purchase or import of steel under alternative arrangements. The 
legal aspect of the matter was now under examination. 

The Committee are surprised at the manner in which the Iron and 
Steel Control Organisation had acted in this case. They fail to un-i 
derstand why the Organisation should have treated the part supply. 
made by the firm upto September, 1938 as 'one made outside the! 
contract', and forgone recovery of surcharge amounting to Rs. 1 ~ 5 0 ~  
lakhs creditable to the Iron and Steel Equalisation Fund under the 
terms of the contract. Nor have the Committee been able to appre-; 
ciate why the Organisation should have taken five years to prefer 
claim or liquidated damages. after the last permissible date for ship- 
ment under the contract, as finally extended. The matter warrants 
investigation. The Committee desire that vigorous efforts should now 
be made to recover the liquidated damages from the firm. They: 
would like to have a further report in the matter. i 

91. On the 30th August, 1956, the firm made an unsolicited offer 
to the Iron and Steel Controller for the supply of 1.590 tons of steel 
material, of c.?:irh T? ! o : s  were to be from imported finished stock 
and 930 tons were to be rolled in India from imported billets. 
Against this offer, a formal contract for n quantity of 1,380 tons was 
placed on t!:c 29th September, 1956, stipulating payment of a subsidy 
equal to thc difference bctween the contract prices and the controlled 
prices, from the Iron and Steel Equalisation Fund, although material 
rolled in India was not mentioned in the Iron and Steel (Control) 
Order, 1956, as eligible for such subsidy. 

Out of a total of 1,228 tons supplied by the h, a quantity of 
685 tons had been rolled by the firm in India. The Steel Controller 



.approached the Government on the 19th February, 1957 for their 
ex-post-facto approval for the payment of subsidy on this quantity. 
The Ministry of Finance, however, did not agree and desired that the 
cost of imported raw material and conversion cost might be exami- 
ned with a view to ascertain the margin of profit that had accrued 
to the supplier on the contracted prices. This examination could not 

.be conducted because of the failure of the firm to produce the rele- 
vant documents; and in terms of the acceptance of tender, an  ex-post- 
facto sanction had to be issued by the Government on the 17th Novem- 
ber, 1961 entitling the firm to a payment of subsidy of about 
Rs. 94,000, 

The extent of loss suffered by the Governnlent in the transaction 
could not be ascertained in the absence of any examination of the 
production cost of the firm.i 

During the course of evidence, the Committee enquired about the 
circumstances under which the subsidy of Rs. 94 thousand was given 
to the firm w e n  though it was objected to by the Ministry of Finance. 
The Secretary to the Ministry explained that it was an urgent 
demand and orders were placed on the firm pending negotiation of 
prices. The formal contract was entered into on 29th September, 
1956. The Ministry of Finance, to whom the case was referred, had 

-suggested that a cost examination be conducted of the quantity 
rolled in India. However, the matter was referred to the Ministry of 
Law, who opined that the intention of the contract was to pay the 
prices fixed after negotiations. The amount of subsidy was, there- 
'fore, paid as a contractual obligation. The Iron and Steel Controller 
added that a cost analysis had since been attempted and it was con- 
sidered that the price paid to the firm for the material rolled in the 
country was not more than the cost of the importd finished product. 
Further, Government was also able to save foreign exchange in this 
deal. 

' Tbe Committee are not satisfied with the above explanation. Tbey 
I feel that it was irregular on the part of the Iron and Steel Contrd 

Organisation to have stipulated payment of subsidy on the mat& 
I roI:ed in India when, under the Iron and Steel (Control) Order, 1956, 

no such material was eligible for subsidy. 

To examine the matter further, the Committee desired to be fur- 
nished with the following information:- 

(i) What reasons were given by the firm for not producing 
documents regarding cost of imported raw material and 
cost of conversion, as desired by the Ministry of Finance? 



105 
(ii) Was the delivery period adhered to by the firm in this 

case? 
This information is still awaited. The Committee would, there-! 

fore, defer their comments on this aspect of the case till the requisite/ 
information is received from the Ministry. 

I 

92. The Committee referred to para. 134 of the 34th Report (Second 
Lok Sabha), wherein, commenting upon the placement of contracts 
of the order of over Rs. 27 mores on this firm, the P A C .  (1960-61) 
had observed that it was a fit case to be investigated lurther for fix- 
ation of responsibility for the irregularities noticed. The Committee 
enquired as to what action had been taken on the above recommend- 
ation of the PAC. (1960.41). T h e  Secretary to the Ministry stated 
that as the then Controller had died three years ago, nothing further 
could be done. 

The Committee are hardly satisfied with the above explanation.# 
They would, in this connection, like to point out that the idea under-! 
lying the aforesaid recommendation of the Public Accounts corn-\ 
mittee (1980-61) was that not only the then Controller but also all1 
other officers, who were responsible for the lapses revealed in the' 
Organisation's dealings with the firm, should be suitably dealt with, 
so that cases of the type did not recur. After going through the ir-1 
regularities revealed in this Audit para. as also in paras 30 and 31j 
of Audit Report (Civil), 1961, the Committee are now more 
ever convinced of the need for such an investigation. They, there- 
fore, desire that early effect should be given to the aforesaid mom- 
mendation of the Public Accounts Committee (1960-61). 

7 i 
Lw: due to delay acceptance of tender; dehy in supply-pages 86-87, 

para. 65. 

93. To meet a demand £ram the State Government of Rajastban 
for 844 long tons of high tensile angles required for the Chambal 
Project, ten&rs were invited by the Iran and Steel Controller and 
opened on the 1st September, 1958, but a purchase decision could not 
be  taken immediately thereafter pending clarification from the State 
Government regarding the availability of quota certificates. As +he 
offers were valid fw acceptance up to the 15th September. 1958 only, 
extension up to the 30th September, 1958 was obtaina from the 
tenderers. 

Although the necessary clarification was furnished to the Iron and 
Steel Controller on the 20th September, 1958, a purchase decision was 
not taken in spite of two telegraphic reminders received from the 
State Government on the 28th and 2901 September, 1958. It hw 



been stated that the clarificatory letter reached the dealing section on 
29th September, 1958, although i t  had been received in the offke on 
the 23rd September. The tenders were asked on the 29th September, 
1958 to extend the validity period of their offers further, upto 8th 
October, 1958. The lowest tenderer demanded an increase of Rs. 40 
per ton in his price and an order was placed on this basis on the 8th 
October, 1958, since his offer remained the lowest in spite of the price 
increase. The delay in taking a purchase decision thus lesulted in ;In 
extra expenditure of Rs. 33,760. 

The firm completed the supplies only by the 30th June:, 1960 against 
the stipulated date of 20th November, 1958. On an enquicv from the 
Sleel Controller on the 30th March, 1960, the indentor reported in 
March, 1961 that he had suffered a loss of about Rs. 4.24 lnkhs (in- 
cluding Rs. 3:11 lakhs on account of assumed loss of revenue and 
Rs. 0.44 lakhs on accoun: of interest on capital) due to ciclnv in the 
supplies and also complained that the firm had supplier1 mild stcel 
i~ s t ead  of steel of high tensile strength. 

In evidence, the Secretary to the Ministry admitted that it was a 
bad case and that appropriate steps had since been t akcn to o l w n t e  
the recurrence of such delays. The liqusdated dam,ice, for delay 
in supplies could not be claimed from the suppliers as thc contract 
had been entered in the name of the President of India, whereas the 
loss was suffered by the State Government on whose Lwhalf t l w  
material was purchased. The witness admitted that it was dur to a 
legal lacuna in the agreements. 

The Committee are unhappy over the manner in which thi4 cnse 
'had been handled by the Iron and Steel Control Organisation. They 
i observe that although the clarificatory lcttcr from the inden tor hnd 
been received in the Organisation on the 23rd September, 1958. it did 

[not reach the dealing Section till the 29th September, 1958. This, in 
j the opinion of the Committee. betrayed not only a luck of propm 
isense of urgeucy on the part of the oniccrs who initially reccivcd 
itbe letter but also a brk of proper co-ordination between i h ~  d:lercnt 
' Sect ions of the Organisation. 

The Committee further observe that although the firm had dc*- 
layed the completion of supplies by over 19 months, tho Iiquidafc*d 
dtmages for delay in supplies and consequential loss suffered by the 
con-ee (amounting to about Rs. 4:24 lakhs) could not be reravered 
from the firm as tbe contract had been entered into in the name of the 

/President of India, whercbas the loss had been suffered hy the State 

I Government on whose behalf the material wan purchased, The Com- 
mittee consider thb legal flaw in the Agreement as highly unfortunate. 



They would, however, like to point out that although, in view of tbdr 
flaw, liquidated damages might not have been legally reewerable 
from the suppliers, they were, in aceordance.with the spirit of tho 
Agreement, morally bound to pay the damages. The Organhti- 
should have, therefore, taken up the matter with the firm, and used 
their influence to persuade them to pay the damages; failing which, 
the Organisation should have considered the question of stopping far- 
ther dealings with the firm, for having resiled from a commitment. 

94. As regards remedial measures in the matter, it was stntcd 
that a suitable procedure to be followed in such cases on the liner 
followed by the D.G.S. & D. was now under consideration of the 
Organisation. The Committee desire that an early' decision should 
be taken in the matter. I 

As regards the indentor's complaint that the firm had supplied 
mild steel, instead of steel of high tensile strength. it was stated that 
there had been some correspondence between the indentors and the 
firm. Only one particular size of angles appeared to be defective 
which the suppliers were willing to replace. The Committee would 
like to have a further report in the matter. I 
Payment of higher price for urgent supply which did not materialise- 

page 88, para 67. 

95. In connection with four contracts for the supply of some 1,500 
tons of steel which were entered into in !?@ember, 1957 on t 
spot-tender basis for delivery ex-stock or ex-jetty, the agreed rate8 
were higher than the market rates and involved an extra expen- 
diture of Rs. 4-34 lakhs. The supplies were not, however. made im- 
mediately. 1,100 tons were received over a period of 3 manths; the  
supply of the remaining 800 tons was completed only 'n December, 
1958. 

No action was taken to cancel the quan t i e  of 800 tons which war 
unduly delayed or to rcvise t1.m contract rates to accord with the 
further fall in market prices which had occurred in the meantime 
This resulted in an additional loss of Rs. 1.52 lakhs to Government. 

During the courst. of evidence, the Secre!arv, Department of Iran 
and Steel stated that the impression gathered from the Audit part 
that only 1,100 tons of steel was supplied within three months from 
the date of placing the order and the balance (800 tons) was supplied 
after a year was not quite correct. The order was placed in Octo- 
ber, 1957 and within four months (upto J a n u n ~ ,  19381, the can- 
tractors supplied a b u t  1450 tons of the material. The rest was sup- 
plied in small quantities every month, the last consignment being in 
BBa6(Aii) Ls--8. 



December, 1958. He added that had open tenders been called, the 
material could not have been procured so soon. 

The Committee observe, that an additional payment of Ra. 4-34 
lakhs was made by the indentores in this case on considerations of ex- 
stoek/ex- jetty delivery. As, however, the period of actual supply 
in respect of more than 40% of the material ranged between 4 to 14 
months, the object underlying the additional payment was partly 
defeated. In extenuation of delay in supply, it was urged during the 
course of evidence that arrangements for the transporta:ion of the 
material were to be made by the indentors. TO examine the matter 
further, the Committee would like to be informed to what extent the 
delay in supply could be attributed to failure on the part of the in- 
dentors to make timely transport arrangements. 

Defective inspection of sleepers-pages 88-89, para. 68. 

96. In respect of four contracts entered into between March, 1956 
and March, 1957 for 85,000 tons of imported steel slwpers vali~ed 
at about Fk. 6 crores, certain defects were noticed in July, 1957, by 
which time the firm had already supplied 43,000 tmns valued at 
Rs. 2-90 crores. It was reported that the sleepers were not in ac- 
cordance with the drawings in that the holes in the sleepers were at 
right angles to the horizontal and not vertical to the incline of the rail 
seat. The firm, however, contended that the supplies made bv them 
were in accordance with drawings, that the goods had been in- 
spected and passed by the Director General, India Store Department, 
London and that they had been accepted by the Railways without 
any protest. 

In December, 1959, i-e., more than two years after the defect 
was reported, the Iron and Steel Controller consulted the Govcrn- 
ment Solicitor, who was of the view that "the sleepers had been ac- 
cepted and used without making any protest to the ;upplierr;. There 
appears to be no provision in the contract under which supplkrs 
mag be held responsible or a penaltv imposed at this stage for the 
alleged deviation in quality". Negotiations with the firm were con- 
tinued and in January, 1961. a technical oninion was obtained bv the 
Railway Board from their Research, Design and Standards Orqanis- 
ation, who stated that "the performance of ?heqe sleepers, while not 
unsatisfactory on the whole, was likelv to lead to a slight reduction 
in the useful life of the sleepers. But this reduction, In all probabilitv, 
will not exceed a couple of years, on the averaee". It was sugrrested 
by this Organisation that a reduction of about 37 ,  tn the price of steel 
sleepers would cover the possibility of reduction in the life of the 
sleepers and also extra cost an special keys which may have to be 



ussd in place of standard keys. A settlement was reached in July, 
1961, when the suppliers, while maintaining that they had satisfied 
the tenns and conditions of the contract, agreed to supply, free of 
cast, to the Railways, 1,290 tons of crossing sleeper bars. 

In extenuation of the delay of more than one year in reporting 
the defects noticed in the sleepers the8Fjnancial Comrniss~oner, Rail- 
way Board, informed the Committee that although the shipments had 
started in April, 1956, the supplies reached Indian Port.; in the later 
part of the year. Thereafter, it took sometime for the sleepers to be 
sent to the different Railways. He added that the delects were notic- 
ed by the Railway Administration soon after the sleepers were re- 
ceived by them and a complaint was sent to the Iron and Steel Con- 
troller in July, 1957. In reply to another question. the witness stated 
that although the sleepers were not strictly according to the draw- 
ings and specifications, the defects were not very serious and the 
sleepers had been used without much extra expenditure having been 
incurred thereon He added that the settlement reached with the s u p  
plier, according to which the Railwav received, free of cost, 1,29C 
tons of crossing sleeper bars, was quite reasonable. In ~ e p l v  l o  a 
question, the witness stated that the contract did not include any 
Warranty Clause*. 

While the Committee are glad to be assured that the mttl-mti 
reached with the suppliers, according to which the Railways had' 
been supplied, f r ee  of cost, 1,290 tom of crossing sleeper bars, was 
quite reasonable, the Committee cannot help expnssing regret at the 
dofective inspection by the India Store Department, Landon. Tho 
Committee understand that the question of fixing responsibility for1 
this lapse was under consideration. The Committee would like tot 
have a further report in the matter. 

Another aspect of the matter which causes concern to the Corn-, 
rnittee is that in such a big contract, as the present once, involving an( 
amount of Rs. 6 crores. the Iron and Steel Control Owanisation hado 
failed to take even the elementary safeguard of providing for Wu- 
rentg Clause' in the contract. They trust that the Organisation will 
be more careful, while entering into such contracts in fnhre. 

MINISTRY OF WORKS, HOUSING AND SUPPLY. 

k n d  and Development Ofice. New Delhi-pges 54-55 pa~a 38 of 
Audit Report. 

97 The Land and Development Ott\ce deals with the allotment of 
Nazul lands in Delhi to different parties on temporary or perpetual 
-.----- . --- < ---- .- - - -- ..--.....- - - - -. ---* ----- "- 

.The wa+k iq  nnw hc nq deal* wit\ hy the Ministries of Work, Hous~ry & hh.bl- 
limtloa and BCobomic md Defence Co-ordmtioa. 



lease. Cases of non-recovery of lease money, ground rent and 
damages for unauthorised occupation of government lands were 
pointed out during successive annual local audits of the accounts of 
the Omce. 'It was noticed that, although under the rules ground 
rents in respect of leased lands were to be deposited in advance, rents 
to the extent of Rs. 15 lakhs were in arrears in April 1960. Cheques 
(some of which were received in 1959 and were already time-barred) 
for a total amount of Rs. 7 lakhs tendered by the lessees in settle- 
ment of their dues were lying uncashed. I t  was also reported that in 
many cases of temporary allotment of lands, the allottees continued 
to occupy the lands for years after the allotted period without an 
renewal of the lease or payment of ground rent. No watch was kept 
over regular realisation of rents, nor was any action taken to evict 
the unauthorised occupantz. The para in the Audit Report also cited 
a few typical cases of irregularities. In one case a sum of Rs. 21,725 
by way of ground rent for temporary lease of land allotted to an 
association for an eshibition from September, 1951 to May, 1652 was 
still outstanding. In September 1958 the address of the surviving 
patrons and directors of the Association were obtained, but the 
question of filing a suit for the recovery of the dues was not finalis- 
ed. (February 1962). In another case penalty and additional ground 
rent amounting to Rs. 13,427 in cases of violation of the terms of the 
lease had not been recovered so far. 

The Secretary of the Ministry of Works. Housinq and Supplv ad- 
mitted that the Land and Development Office had not becn function- 
ing satisfactorily for some time because a number of decisions on many 
important matters which related to realisation of damages and rents 
had not been taken in the Ministry. It  was urged in the course of 
evidence that the Land and Development Office had revised/increased 
the rents unilaterally which were pot accep' by tbe Irssccs. While 
the lessees were prepared to pay the original rent. Land and Develop- 
ment Office did not accept pavment on the advance of the Ministry 
of Law, who opined that acceptance of the dues cven under protest 
would affect the recovery of rent at enhanced rates in case disputes 
were referred to Courts of Law. The cheques, which were lying 
uncashed, pertained to cases under diqpute and thev had since been 
either cashed or renewed. The Comrnittw were assured that the 
working of the Land and Development Ofice had since been ration- 
alised and such contingencies would not recur. The Committee feel 
concerned to note that the umatisfactory stat@ of affairs of the Land 
and Development OREce was allowed to persist cven tbough it was 
pointed oat in successive Audit Inspection Reporls. If the Mi~dstry 
of Law had advised that the acceptance of the dues would prejudice 
Government case in recovering enhanced rents tbrougb a Court of 



Law, i t  is not clear how the acceptance of cheques and keeping them 
in the ofiice indefinitely without crediting the amount to Government 
would have safeguard Government's position in any way. In fact 
it has now been stated that the cheques have now been encashed or 
renewed without enhancing the rent or proceeding against the parties 
for breach of the agreements. They would suggest Chat a thorough 
departmental inquiry should be undertaken into the working of this 
affica sa .r to place on a satisfactory footing the management of Gow- 
rnment  propere entrusted to it and to fix responsibility for past 
mismmmgemcnt. As regards the two cases of non-recovery of aues 
mentioned above, the Committee were informed that it was not 
poasible to recover the ground rent in the first case, .s the Associa- 
tion had gone into liquidation. Action had, however, been taken to 
fix responsibility for this loss. The other case was stated to be still 
under examination of Government. The Committee would like to 
be informed of the final outcome of these cases. 1 
Arrears of Rent-Pages 55-56, para 39 of Audit Repurt. 

98. The total arrears of rent due upto 31st March, 1961 in respect 
of government property in Delhi and Simla under the control of the 
Director of Estates was as under on 1st December, 1961:- 

(In thousands of rupcts) 

Arrears pertaining to 
Total 

1957-58 xg~S-59 1959-60 1960-61 
and 

earlier 
P a = =  

Government scrvrnrs . 
Government Departments . 
Fvreigrt Missions . 
Others . 
Accrmmadatiim at ~imla  : 
Markcu (transferred to 

Directorate of Estvter from 
1-4-58) , 

In addition, there were arrears of recoverable damages from 
various unauthorised occupants amounting to Rs. 1.52 lakhs 

The unsatisfactory state of affairs regarding the recovery of 
rent8 w u  examined by the Public Accounts Committee on more than 



one occasion. In para 269 of their Forty-second Report the Com- 
mittee had referred to the revised rent procedure devised by the 
Special Reorganisation Unit in the Ministry of Finance for the purpose 
and deprecated the delay on the part of the Ministry of Works, Housiw 
and Rehabilitation in introducing the new procedure. During the 
course of evidence the Committee were informed that the recornrnend- 
ations of the Special Reorganisation Unit were examined in the Minis- 
try in consultation with the Comptroller and Auditor General and it 
was considered that some of them were not practicable. Another Com- 
mittee of officers of the Ministries of Works, Housing and Rehabilita- 
tion and Finance had been set up to examine the problem with a 
view to evolving a simpler system for recovery of rents. AS IFe- 

gar& the arrears of rent, it was explained that there were certain 
practical difficulties in having cent per cent realisation of rents. 
While rents had been recovered from the salaries of government 
servants, in most of the cases the Departments concerned had either 
not furnished the requisite advice or it had been misplaced in 
transit. A Special Squad of officers had since been organised in the 
Estate Oflice which would go to the various Departments and 
ascertain the correct position regarding these recoveries. The 
Secretary to the Ministry expressed the hope that the position would 
improve in the accounts of subsequent years. The Committee re- 
gret to observe that, despite their observations~suggestions in the 

learlier years, Government has not been able to take suitable mea- 
isures to improve the position, even though more than nine years have 
jelapsed since the matter was for the first time brought to their 
(notice-vide Audit Report, 1954. They further learnt in evidence i that a cornrnitteee was set up in September 1961 to enquire into the 
working of the Directorate of Estate and examine the accumulation 
oi large arrears of rent, but it did not function at all. They trnst 
ithat the new committee which has since been set up to simplify the 
!procedure for recovery of rent, will not meet with the same fats 
\They woald like to be informed of the re~ommendatiou~ of the Com- 
'mittee and the action taken thereon. 

Loss of Revenue due to Quartets remaininu vacanlPage 56, para 40. 

9% Under the scheme of providing residential accommodation to 
mdustrial workers at subsidised rates, construction of 1,380 quartcre 
was completed in May, 1957. Electric connection to the houses could 
not be given by the Delhi Electric Supply Undertaking before the 
end of August 1958. After some of the units were allotted and occu- 
pied it was noticed that the water pressure of a tube-well was insuflb 
cient to reach the firrst floor and the storage tanks ar a mul t  of 



defective boring and also because no overhead tank had been pro- 
vided at  the pumping ratation. Further allotment of quarters was 
therefore suspended. To augument the water supply fifteen hand- 
vided at the pumping station. Further allotment of quarters was 
arranged from the Delhi Corporation in August 1959 and the allot- 
ment of quarters was finally completed by January, 1960. The delay 
of more than one year in providing electric connections, defective bor- 
ing of the tibewells and the omission to provide overhead tanks led 
to a loss of rent to the extent of about 3.43 lakhs. 

During the course of evidence the Committee were informed that 
the main reason for the loss of revenue was insufficient co-ordination 
between the Central Public Works Department and the Municipal 
authorities in the matter of provision of water supply and electricity. 
A scheme was now under examination of the Ministry according to 
which the Central Public Works Department would carry out the 
work on behalf of the Municipal Cornrnittee/Corporation and the ac- 
counts would be settled subsequently. The Committee are hardly 
satisfied with this exjdanation. Many such eases resulting in low 
of revenue due to lack of sufficient co-ordination between the Central 
Public Works Department on the one side and the local bodies on the 
other have been reported to the Committee during the last. three 
years. In para 239 of their Forty-second Report (1962) the Com- 
mittee had expressed 'dissatisfaction' and had observed that no deci. 
sion could be reached in that matter, even though more than two 
years had passed. They regret the casual manner in which thh 
matter is being pursued by the Ministry. 

100. As mgards the defective provision of water supply which was 
under examination, it was urged in evidence that the tube-well was 
not defective. It was able to give the expected watef supply, but 
there had been an initial mistake in assessing the requirements. On 
being asked why an overhead tank was riot provided, it was stated 
that it was a temporary arrangement and they wanted to keep the 
expenditure to the minimum. The provision of an overhead tank 
would have cost about Rs. 20,000. The Committee regrat to observe 
that the scheme was not properly planned, otherwise with a d 
additional expenditure in the first instance a loss of revenue to the 
extent of Rs. 3.43 lakhs would have been avoided. I 
Works executed 'by the Central Public Works Department-Expendi 

ture incurz ed without Specific Budget pmvisiunl sanctioned 
est imates-Page 61, paTa 48 ( a ) .  

101. An expenditure of Rs. 458.92 lakhs was incurred on 195 works 
during the year 1960-61 on work cootinq over Rs. 2 iakhs each arb- 



out specific budget provision. These included 40 works estimated to 
cost over 5 lakhs each. 13 works included in the 135 works referred 
to above were not also covered by sanctioned estimates. The expen- 
diture incurred on them amounted to Rs. 68.80 lakhs. 

In evidence, it was urged before the Committee that the Minis- 
t q  had powers to utilise savings arising within the sanctioned Grants 
.a other works provided they did not constitute a "New Service", 
motwithstanding the fact that the works were not included in the 
list of works originally submitted to Parliament along with the 
budget estimates. It was added that under the existing financial 
net up there were no restrictions as to monetary limit or otherwise 
on the powers of reappropriation exercised by the Ministries. 

As regards the case mentioned in the Audit Report the Secretary 
to the Ministry stated that in most of the cases (90 per cent) expendi- 
ture was incurred on works which weR already in progress. It 
was possible, therefore, that approval of Parliament had been obtain- 
od in respect of the works in the earlier years. 

I- The Committee propose to deal with the general question of 
tion of a limit on expenditure on works not included in the 

budget a t h a t e s  separately in a subsequent report. 

With regard to the statement of the hlinistry that the approval 
of Parliament would have been obtained for these works at one stage 
or the other, the Committee desired to be furnished with a note 
indicating- 

(i) works for which specific approval of Parliament had been 
obtained in the earlier years; and 

(ii) works which were never mentioned in the estimates pre- 
osnted to Parliament. 

Ti:) regret to observe that the information is still awaited, 

Works for which Specific Budget Provision was made but which were 
not taken up, page 61, para 48 ( b ) .  

102. 42 works costing more than Rs. 5 lakhs each for which 
specific budget provision of Rs. 155.18 lakhs was made in 1960-61 



were not taken up  for execution during the year. The Committee 
examined the following instanem referred to in the Audit w r t : -  

Name of the wmlu 
Provision made h 

the b'JdOa 

I. Purchase of Prabhat Studio at P o a ~  (E8timatcd 
con RI. 16 lakhs). . . R8. $ Whr 

2. International Students Housc, New Dclhi (Ed- 
mated cost Rs. 5.79 lakhs) . . h . 3 l a k . t ~  

3. Acquisition of land on eastern side approach road- 
G.T. Road-to sitc of new proposed bridge over 
River Jamuna. (Estimated cost Rs. 6.52 lakhs) Rs. j lakb8' 

The Committee were informed in evidence that, although the 
works were included under the grant controlled by the Minis tq  
Works, Housing and Rehabilitation, they were controlled by differ- 
ent Ministries. Dealing with the cases individually the witness in- 
formed the Committee that the proposal to purchase Prabhat Studio 
was initiated by the Ministry of Information and Broadcasting and 
administrative approval was accorded on 1st January, 1960. A sum 
of Rs. 5 lakhs was provided in the budget, as it was anticipated that 
the deal would be finaiised in the course of the year. The whole 
transaction was, however, concluded in the previous year, uiz., 1959- 
60 and the funds provided for the year 1960-61 proved to be un- 
necessary. 

As regards the International Students House, New Delhi, the 
Committee were informed that the estimates had to be revised on 
the advice of the Delhi Univecsity and there was delay in the finali- 
sation of plans. The work, therefore, could not be taken up during 
the financial year. 

In the third case, regarding acquisition of land to site the new 
bridge over the River Jamuna the alignments of the approach road 
were changed and the estimates had to be revised. The Committee 
are hardly satisfied with these explanations. In their opinion tho 
instances referred to above clearly indicate that Parliament was rp- 
proached for funds without proper assessment of the program 01 
works and their needs. They trust that a greater care would be 
exercised in future to obviate recurrence d such cases. 



Cases under Arbitration and Litigation-page 62, para 48 ( c ) .  
103. The number of cases referred to arbitration and disposed of 

from year to year was as under:- 

Year Receipts Disposals 

At the close of 1961, 373 cases were outstanding, out of which 7 
related to 1958, 26 to 1959 and 104 to 1960. 

The Committee were informed that another officer was appointed 
as an arbitrator and the number of outstanding cases had been re- 
duced from 373 to 264. A hope was expressed that the position 

I mould improve further. The Committee would like to watch the 
results through subsequent Audit Reports. 
Chief Technical Examiner's Organisation, pages 62-64 para 40. 

104. The position in regard to assessment of overpayments 
detected by the Chief Technical examiner from 1957 to 1960, the 
extent to which they had been acccpted by the Central Public Works 
Department and the recoveries effected upto March 1962 was as 
follows:- -- ---- 

Amount of over- 
Amount of overpay- Amount of overpay- payments ncc-epted by 

Year mmts assessed. m a t s  accepted by the C.P.VC'.D. upto 
the C.P.W.D. 31-rz-1g60 but not 

recovered upto March 
I 962 

-- 
(In lakhs of rupees) 

No. Amount No. Amount Xo. Amount 



Allowing for 244 items which had since been dropped by the 
Chief Technical Examiner a balance of 103 items covering Rs. 13.51 
lakhs were stated to be pending consideration and acceptance by the 
Central Public Works Department (March, 1962). These included 
twenty-five items reported in 1959 or still earlier. 

Taking the figure of Rs. 9.74 lakhs for overpayments accepted b 
the C.P.W.D. during 1960, the amount covers the following types of 
irregularity :- 

(I) Substandard execution of works . 3927,073 
(2) Excessive measurements . - 95,581 
(3) Unauthorised -cia1 benefit to contractors- 

(a) Work not executed but paid fix 
(6) Non-recovery'rduced recovery of hire charges of 

I 
machinery and not effecting panrl i 3,64,63 1 
recovery for materials excess issued 

(c) Extra items not admissible. 
#(4) Ux of inferior quality of materib-. 1143,654 
( 5 )  Miscellaneous . 431.331 --- 

97749370 

The para in the Audit Report indicated the type of irregularities 
to which attention had been drawn by the Chief Technical Examiner'= 
rcport for the year 1960. 

As regards the disciplinary aspects of the cases it was reported 
that against 834 cases of overpayments detected since i93i cotering 
Rs. 32-64 iakhs, 53 cases were reported by the Chief Technicd Ex- 
aminer for disciplinary action. Out of these 21 cases were finahsed 
by March, 1961 resulting in imposition of penalties on 41 officers as 
under: 

Nn. of officers awarded punish- 
Narurc of punishment ment. - 

Executive Assistant Section 
Engineers Engineers Offims 

Warning or ccmurc . 8 12 6 
Sto page of increment' . J . . J 6 
R uction in pay:pnsion . z I I 



In evidence, the Committee were informed of the latest position 
with regard to these cases. Out of 103 cases of overpayments which 
were pending consideration and acceptance by the Central Puolic 
Works Department, 61 cases had been disposed of. As regards the 
53 cases reported for disciplinary action 33 cases in all had been 
finalised till October, 1962. The punishments awarded to the de- 
linquent officials ranged from administration of warning to ais~~lissal 
from service. Looking to the nature of irregulantic.; referlei  to  
earlier, the Committee got the impression that in m ~ s l  of the Zases 
the punishments awarded were rather mild and were nut commen- 
surate with the lapses on the part of officials. The Secretary of tne 
Ministry agreed to submit a summary of cases where the Chief 
Technical Examiner had recommended disciplinary action. The Conl- 
n~ittee would, therefore, await this information. The:; would also 
like to be informed of the progress made in the finalisutiou of the re- 
maining disciplinary cases. 

105. The Committee inquired about the reasons for the time taken 
by the Central Public Works Department in acceptance of cases re- 
ported by the Chief Technical Examiner. The Secrefary to the Min- 
istry of Works, Housing and Rehabilitation explained that it involved 
a question of reconciliation between the Chief Technical Examiner 
and the Engineers of the Works Department. In case; of ove.pay- 
nents  the contractors also contested the findings of the Chief Techni- 
cal Examiner. The Committee regret that they could not be con- 
vinced by this explanation. In order that the examitration of w o r h  
by the Chief Technical Examiner may have the desired objective, it is 
necessary that the objections raised by that organisation are heeded 
to promptly by the Works Department. In their cadier reports 
(paras 82 and 212 of 25th and 34th Reports respectively of Second Lok 
Sabha) the Committee had desired that strict instructions shoal4 ba 
issued to the Central Public Works Department enjoining expeditious 
disposal of reports of the Chief Technical Examiner. The Ccrmrr.ilter 

I regret to observe that the position indicated in the Audit Report is 
still far from satisfactory. They are also constrained to observe that 
the Winistry have not indicated to them the action takcn or proposed 
to be taken on this neeommcndation which was mado u early u 
March, 1961. 

Construction of a robed tivk connecting two owethead Rail Bridge* 
at Jungpura on Delhi-Mathura Road-Page 64, para 49 ( A ) .  

106. The Technical Examination disclosed that fn addition to an 
overpayment of Rs. 5,164 which had been pointed out by the Chief 
Technical Examiner in 1957 and recovered in 1958 a part of the earth- 
work had subsequently been paid for on the basis of o lead of 3 milea 



instead of 1+ miles. It also came to light that against the total 
quantity of 43.96 lakhs cubic feet of earth filling paid for hv the 
Division the actual quantity worked out only to about 2930 l a b s  
cubic feet. The overpayment in this case was assessed a t  Rs. 98,855. 

In evidence the Secretary admitted that it was one of the bad 
cases for which responsibility had been fixed and one Executive En- 
gineer, one Assistant Engineer and a Section Officer had been charge- 
sheeted. The irregularities were accepted in  the Department ia 
December, 1960, and the charge-sheets were issued in March,*lWl. 
Thereafter, the explanations of the officers concerned were received 
and examined by the department and an Enquiry Officcr was ap- 
pointed in January, 1962. The results of the enquiry were still 
awaited. On being asked the reasons for delay in taking disciplin- 
ary action in this case, the Chief Engineer, Central Public Works 
Department said that extant procedure was dilatory to some extent. 
The Secretary however assured the Committee that he would try to 
evolve a method whereby such delays could be avoided. The Com- 
mittee would like to be informed of the remedial meastlrcs ndopted 
to streamline the procedure as well as the final action taken in this 
caw. I 
Constrctction of Appronchet to Railway Over-bridge o n  Ring R o d  

(Phase V ) ,  near Azadpur-Delhi. Pages 64-65, para 49(B). 

107. The technical examination of the work showed that no pro- 
per records had been maintained of the quantity of earth m o v -  
ed from each of the contractor's sources. The leads from these were 
completed at over 25 chains and the contractor was paid for trans- 
?ortation at rates much higher than those at which similar -vork had 
been executed in the same Circle. The loss was estimated at 
Rs. 63,000. It  was further established that in computing the total 
quantity of filling in the em'lankment the initial level-, had beed 
manipulated to the advantage of the contractor by over-writings and 
erasures and that there had been an overpayment of R z  1-13 lakhs. 
Another overpayment to the extent of Rs. 13,000 due to inadequate 
rolling of earth work was also detected in the same work. 

Tha Committee were informed that the overpayment had since 
been recovered and the delinquent oflicials were being charge-sheeted. 
The Committee regret to observe that this is another case of undue 
delay in takinp disciplinary action against officials for serious la 
They would reiterate their earlier recommendation that 
action, in order to be effective, should ba prompt. 



Lowering and Widening of Delhi-Mathura Rard (Phase I)-Page 65, 
para 49 (C) . 

108. The following points were brought out durmg a technical 
examiner of this work conducted by the Chief Technical Examiner 
in July, 1958:- 

(i) The departmental offlcers were unable to accouqt for the 
disposal of 6:4 lakhs cubic feet of earth out of 26 lakhs 
cubic feet which had been excavated. Had this quantity 
been made available to the overbridge work at a distance 
of almost one mile which was under execution at the same 
time by the sub-division, a saving of Rs. 25,520 could 
have been effected. 

(ii) As against 60,000 cubic feet of soling and 79,001) cubic feet 
of metal expected to be salvaged by the contractor from 
the old road running on the same alignment only about 
7,000 cubic feet of soling and 12,500 cubic feet of metal 
were recovered. A trial test conducted in a portion of 
the old mad indicated that these quantities should have 
been 25,000 cubic feet and 87,000 cubic feet, respectively. 
If these quantities had been recovered and utilised on the 
'work, there would have been a saving of Hs. 19.493 in 
payments made to the same contractor for additional stone 
required for the work 

The Committee were informed in the course of evidence that the 
case was pending enquiry by the Special Police Establishtnent. 

As regards the delay in taking action in this case it was stated 
that. although the case was reported by the Chid Technical Examiner 
in July, 1958, the irregularity was accepted bv the Works Depart- 
ment in February, 1961. The Committee feel that ihh is R typical 
example of the casual manner in which the reports of the Chief 
Technical Examiner are examined by the Works Deparhent They 
desire that this case should be investigated with a view to finding 
out the reasons for the unduly long time (21 years) taken by the de- 
nartment in accepting the irregularity. Theg would a l ~  like tn bo 
informed whetber departmental action had since been infthted 
against the officers responsible for the losses. 

Buildimq of Offices of the Lrml Administration and Courts at 7% 
Hazari, Delhi-pages 65-4t, Para 49 (0). 

109. The site inspection of the work by the Chief Technical 
Examiner conducted in October, 1958 indicated overpaymenls to the 



extent of Rs. 72,187 due to items of work provided for In the agree- 
ment and paid for but not executed, use of inferior quality of mat- 
erials,' etc. The werpayment had not been, recovered (March, 
1962) and the case was stated to have been referred to arbitration at  
the ins tame of the contractor. 

The Committee were informed that the overpayments had since 
been recovered from the contractor and departmental action was be- 
ing taken against the delinquent officials. I t  was admitted that there 
had been delay in taking departmental action in this case. The Corn. 
mittee regret to note that this is another case of delay of four gears 
on the part of the Works Department in taking departmental action 
against officials responsible for serious irregularities. They would 
like to watch the results and the action taken pursuant to the assur- 
ance given by the Secretary of the Ministry-vide para 106 above. 

Undue Benefits to Contractorr-pages 66-67, para. 50. 

110. In the following cases an undue benefit accrued to contractors 
who had quoted abnormally high rates for certain items and abnor- 
mally low rates for certain others and were actually required to 
execute much higher quantities than those given in the tender speci- 
fications for the items, for which they had quoted a b n o r m a l  high 
-ate$. 

( i )  Multi-storeyed building at Dr. Rajendra Prasad Road. 

It was noticed that the lowest tenderer for the had quoted 
rates 32 per cent. to 1400 per cent. higher against certain items while 
for others the rates were lower than the estimates. The Central 
Works Advisory Board while recommending the acce~tance of the 
tender laid down a condition that the quantities of items of work for 
which rates quoted were abnormally high, should not be 3llotved to 
vary by more than 5 percent. of the quantities included in the esti- 
mates. Despite this condition the contractor was allo\ved to execute 
such items much in excess of 5 per cent. The benefit to the con'ractor 
on this account as compared with the C.P.W.D. schedule of ratea 
amounted to Rs. 13.540 up to May, 1955. Thereafter, the contractor 
was paid at the scheduled rates of the C.P.W.D. It was slso noticed 
that for two items where the rates were low, the quantities executed 
were lower than those provided in the estimates. Tf the quantifies 
paid for in rcspmt of items of work for which the rates were ~bnor -  
rnally high or low had been correctly estimated in the first instance, 
the r a t e  quoted by another tenderer would have resulted in a saving 
of about Rs. 26,375 on the total cost of the work. 



It  was explained !in evidence that the work related to excavation 
of earth and when it was actually dug, they had to go much deeper 
than originally anticipated. The omcer who aurperviscd this work 
on the spot had no option but to get it done. Otherwise, the cons- 
truction of the building would have been further delayed. It was, 
however, admitted that the officer should have obtained the approval 
of competent authority and he had been punished for this lapse. 

As regards the estimates prepared in connection with the calling 
of tenders it was urged that it was not possible to make a precise 
assessment of earth work in al l  cases. The Committee feel that the 
action of the Assistant Engineer in allowing the contractor to do the 
work much in excess of the limits prescribed by the Works Advisory 
Board was not proper. They trust that suitable instructions will be 
issued to the effect that the officers in charge of works do not exceed 
their normal powers on the plea of urgency. Besides, the question 
of preparation of estimates also deserves to be examined further. As 
these estimates form the basis for determination of tenders, it is im- 
perative that they are as precise as possible. 

(ii) Other c a w .  

111. In the following further cases undue benefits accrued to the 
contractors under similar circumstances:- 

Percentage of rat- Amount 
Year Name of the Work abnormally high of undue 

benefit -- 
I. 1955-56 Construction of Customs Rs. 

block uf Bombay Air- 
port 30% to 135% 4 . a ~  

s. 1956-57 ~lcctdflca& 'af ~istr ict  
Jail, Tehar . . roo% to 325% 6,966 

3. 1960-61 Cant--am-Re~t House at 
Bllora and Ajanut . . 27%t0111% 9,883 

In the case of item (2) disciplinary action for exceeding the limit 
of 5 per cent. was taken against the Electrical Engineer and his incre- 
ment stopped far a period of one year. No disciplinary action had 
been taken in the other two cases. 

The Committee were informed in evidence that the flrst case, 
namely, construction of Customs Block of Bombay Airport, had been 
referred to the w o k s  Advisory Board. In the second case it was 
considered that no disciplinary action was called for. It was added 



that the works had been carried out in out-of-the way places where 
contractors were not available. The original estimates had been pre- 
pared on the basis of 1959 local P.W.D. schedule of rates which were 
not workable. It was added by the Secretary of the Ministry that 
instructions had since been issued to the Department that the 
Schedule of Rates should be revised periodically and kept uptodate. 
'Tbe Committee feel that the time taken in the settlement of the &s 
case is rather excessive. They would like to be informed of the 
outcome in due course. 

Defective Work-pages 67-68, para 51. 

112. The work of fixing green Italian marble to the main entrance 
of the Conference Hall in Vigyan Bhavan, New Delhi, which was en- 
trusted to a contractor, was inspected after completion on 30th 
March, 1957. It was noticed that the marble stones used were not of 
uniform shal'e and veins and that gun metal cramps had not been 
prsvided as qwified in the agreement. As the contractor who was 
asked to re-exmute the work was unable to procure the requisite 
quantity of marble from his suppliers due to import restrictions, etc., 
it was decided in February, 1958 to replace it by Baroda Green Marble 
and the contractor was offered a sum of Rs. 28,395 for the work exclud- 
ing the cost of dismantling the Italian Marble. The contractor re- 
fused this offer and the work was got completed at a cost of Rs. 78,225 
by another contractor at the risk and cost of the former. The ac- 
counts of the first contractor were finalised in February. 1960 and a 
sum of Rs. 55,714 was recoverable from him on account of difference 
in cost and compensation for delay in completion of the work. 

During the course of evidence the Committee were informed that 
responsibility had been fixed for lack of supewision on the officer 
who supe~ i s ed  the work in progress. On being asked whether any 
senior officer could not be held responsible in the matter, it was stated 
that only the person who watched the fixing of the marble could 
have detected the defects. The Committee feel that in a big construe 
tion project like the Vigyan Bhavan, which was considered to be 
&Prestige Building", supervision should not have been left entire1 y 
the hands of junior officials. 

As regards recovery of the amounts due from the Arst contractor, 
the Committee were informed that a sum of Rs. 30,000 ha? already 
been recovered from him and the rest would be recovered only after 
the result of the arbitration was known. The Committee would Iik 
to be infarmed of the itnal settlement reached in this regard. 
2826(Aii) LS.-9. 

1 



Non-recovery of over-payments-page 68, para 52. 

113. An wer-payment of Rs. 11,912 which was assessed in 1953 
when the final bill of a contractor was prepared by the Mint. Division 
Calcutta, had not yet been recovered or written off till January. 1962. 
The Calcutta Central Division No. 1 who had been apprised in 
September, 1951 of the over-payment made did not make any re- 
covery from the Security Depmt of the Contractor amounting to 
Rs. 50,000 which was handed over to the Incornc-Tax Authonties 
against certain tax liabilities of the firm in Februav, 1953. 

In evidence, it was admitted that, while the Superintending En- 
gineer had h u e d  instructions, in the matter, the Executive Engineer 
failed to take appropriate action to recover the amount from the 
Security Deposit and necessary action was being taken aqainst him 
'for this lapse. The Committee feel that in this case the disciplinary 
aspect of the case had been overlooked and there appearcd to be no 
justification for such an abnormal delay. They desire that the cir- 
cumstances under which no action was taken in this case for quite 
8 long time may be investigated and appropriate action tnken against 
delinquent officials. . . 

Non-adjustment of advances paid to local bodies, page 68, para. 53. 

114. As a standing arrangement the cost of works carried out by the 
New Delhi Municipal Comrnittee/Delh Municipal Corporation on be- 
half of the C.P.W.D. is deposited with them in advance. Out of the 
advances thus made to the bodies during the period 1944 to March 
1960 audited accounts of expenditure for sums amounting to Rs. 67 
lakhs and Rs. 26 lakhs were awaited from the N.D.M.C. and D.M.C. 
respectively on 1st April, 1961. 

The Committee were informed that the adjustment in the ac- 
counts could not be effected as  the municipal authorities did not 
furnish the requisite information, relating to expenditure incurred 
by them on works carried out on behalf of the C.P.W.D. The mat- 
ter was being pursued and the Joint Secretary of the Ministrv of 
Works, Housing and Supply was holding meetings with the Chair- 
men of these Organisations. The first meeting was stated to have 

I been held on 7th September, 1962. The Committee are surprised at 
thc casual manner in whSch this important matter of settlement of 
accounts was handled by the Public Works Department and the Minis- 
try. They wwld urge expeditious settlement of the oh eases. 



Stores putchases by D.G.S. & D., pages 7677, pwa. 57. 

(i) Delays in supplies. 

115. In 3646 contracts which had been entered into prior to 1960, 
the supplies had been delayed beyond the dates stipulated in the ori- 
ginal contracts and had not been completed by the end of January, 
1962, as indicated below: 

Year >:o. of 
contracts 

A review of some of the cases showed that the delivery period had 
been specified with the reservation that the supply would be subject 
to receipt of raw materials in time, and that there had been delay in 
supply of raw materials, mainly steel, by fabricating iirms. 

The Committee were ~nformcd in evidence that there had been 
mme improvement and the n u m k r  of outstanding contracts reduced 
from 3600 to 2500. On being asked whether the derna~lds were re- 
viewed periodically, the D.G.S. & D. informed the Committee that in 
some cases ad hoc revisions were made and the demands were am- 
celled with the approval of the indentor. Tile Committee feel that 
thc fact that 2500 cases of contracts of supplies were still in runus, 
did not speak well of the working of the Supplies Department. 
Obviously such delays affect adversely the programmes of the inden- 
tors, and the advantages of centralised purchases would be set a 
naught if the supplies are delayed so much. Thc Committee, there- 
fore, desire that suitable steps should be taken by the Mirritrp (no 
Hinistrp ef Fxonomlc and Defence Co-ordination) to improve 
psition. 



(ii) Cases under arbitration and litigation. 

116. There were 651 cases under arbitration and litigation lying 
undisposed of on 28th February, 1962, as shown below: 

Year Litigation Arbitration 

I953 
I954 
1955 
1956 
1957 
1958 
I959 
1960 
I 961 
I 962 

(upto Feb. 

-- 

During the years 1958-59 to 1960.61 arbitration awards were given 
in 172 cases out of which 113 cases involving Rs. 20.41 lakhs went 
against the Government, and 59 cases involving Rs. 10.53 lalihs went 
in favour of the Government. An examination by audit of 11 cases 
where the awards were against Government and the amount involved 
in each case was more than Rs. 10,000, disclosed irregularities like 
failure to inspect stores in time, delays in issuing A.T. ~ t c .  In exten- 
uation it was explained that the officers of the Directorate did not 
want to concede the demands of suppliers and had a tendency to 
allow disputes being referred to arbitration rather than arriving at 
a settlement with the other party even in cases where Government% 
st'and was not strong. The position had since been reviewed and 
instructions issued to the effect that in cases where the demands were 
of minor character or the Government's case was weak, matters 
should be settled through negotiations rather than having recourse 
to arbitration or legal proceedings. 

The Committee are not happy at the manner of reference, processing 
and the final outcome of the arbitration cases as pointed out in the 
Audit Report. While there could be no objeetton to disputes being 
referred to arbitration as it was open to either party to refer the c a s a  
either to a court of Law or an arbitrator, the fact that such c a s a  
should have been pending for over ten years was n serious matter. 
The Committee learnt that under the Rules an arbitrator was to gim 
an award within a period of four months from his appohtment, f a -  
ing which he was required to obtain tbe p d o n  of 8 court d Lrr 



for the extention of the timei limit. .If so, the Committee fail to un- 
derstand the delays in the settlement of these cases, I 

They wodd a h  l i e  to know whether any responsibility was 
fixed for the failure on the part of the Government officials in the  
specific cases mentioned in the Audit Report. I - 
Loss due to non-recovery, pages 78-79, para 58. 

117. The D.G. S. & D. entered into a contract for the supply of 
teak logs to be delivered by 30th June, 1954. At the request of the 
supplier, the delivery period was extended upto 30th September, 
1954. The firm could not complete the supplies even by the extended 
date. The Ministry of Law to whom the matter was refer- 
red advised on 7th January, 1955 that a four weeks' notice might be 
served on the firm, but the D.G.S. & D. granted an ex-gratiu exten- 
tion upto 23rd February, 1955. Since no supplies were made by the 
firm even during this period the order for the outstanding supplies 
was cancelled at the risk and cost of the supplier and repurchase 
was effected at an extra cost of Rs. 1.04 lakhs after the expiry of the 
prescribed period of six months, from the date of breach of contract. 

Another contract was entered into with the same firm in January, 
1955 for the supply of teak logs to be delivered by 30th June, 1955. 
As the firm failed to complete the supplies, an a-gratiu extension 
rpto 30th November, 1955 was granted without obtaining legal advice. 
h this case also the firm did not complete the supplies and a quan- 
tity of timbei was re-purchased at an extra cost of Rs. 7,984 after 
the expiry of six months from the date of breach. The firm dis- 
puted its liability to pay the extra costs. A sum of Rs. 13,853 which 
was due to the firm on account of stores supplied against the con- 
tract of January, 1955, had, in the meantime, been withheld by the 
Government. When the matter was referred to arbitration, the 
Umpire not only disallowed all the claims of Government amounting 
to Rs. 1,13,746 but also awarded a sum of Rs. 10,000 as damages and 
coet of arbitration proceedings in favour of the h. Government 
was thus put to an avoidable loss of Rs. 1-22 lakhs. The Committee 
hquired as to why a second contract was entered into with the firm 
when it failed to complete the supplies in the previous one. At first 
the D.G.S. & D. stated that the two contracts were placed sirnul- 
taneously. On being questioned further he disclosed that while the 
rotice for default in the first case was served on 22nd January, 1955, 
the second contract was placed on 31st January, 1955. It was added 
that the result of the unsatisfactory performance of the 0rm in the 
b t  case would not have been known to the Purchase Officer who 
.rrtrded the second contract. The Committee us not mtisiied with) 



I this explanation. They would like to know the action taken by the 
Ministry to fix responsibility for the various lapses which resulted in 
a heavy loss in this case. 

Delcy in recovery, page 79, para 59. 
118. In May, 1955, the Director Genera!, Supplies and Disposal 

entered into a contract with a firm for supply of 6,960 gallons of paint 
to the Eastern Railway by the 31st August, 1955. The contract was 
cancelled at the risk and expense of the firm on the 19th October, 
1955, as no supplies had been made by the firm by the stipulated 
date. The contract was reinstated in March, 1956, on a representation 
made by the firm but again cancelled on the 31st October, 1956, at 
the risk and expense of the firm for failure, to make supplies. The 
contract was again reinstated in April, 1957 at the instance of the 
Railway authorities but the firm did not make any supplies. In the 
meantime, with a view to meet their urgent requirements, the Rail- 
ways purchased 4,345 gallons of paint at an extra cost of Rs. 28,356. 

The Committee were informed that p e  firrn had failed to supply 
paint a g h t  a number of other contracts and the matter was being 
investigated. The Secretary to the Ministry while admitting that 
this was a hard case promised to furnish a detailed report to the 
Committee. The Committee reserves their comments pending 
receipt of the detailed report. Meanwhile they would urge upon 
the Ministry to expedite the matter as it had already been delayed. 

Stores and stock accounts maintained by Departments, pages 89- 
para 69. 

(i) Stationery Owe,  Calcutta 
119. The para in the Audit Report gave a synopsis of the Stores 

and Stock accounts relating to three Ministries other thm those re- 
lating to Government commercial or quasi commercial Departments 
I t  was stated that in the Stationery Office, Calcutta, the value of 
stock held in excess of permissible limit in respect of certain i t em 
worked out to Rs. 17-25 lakhs It was explained in evidence that the 
suppliers had a general tendency to make bulk supplies towards the 
close of the financial yea.  before their contractual period expired 
and that this had resulted in the stock having exceeded the permissi- 
ble limits for a temporary period. The Committa feel that this t 
not a healthy practice and should not have been allowed to persist. 
Besidas creating other complicstions like storage problems etc. roch 
bulk supplies toward. the claae of the contraetunl period would hard- 
ly p e d t  effective and proper inspection of stores and there wem 
podiiiilities of subatandud mabrirl being accepbd by the O B a  
in 8 ~ORJ. I 

I 



( i i )  C.P.W.D. Stores, (India Circle) 
120. Stock returns showing the quantities, values and physicid 

verification, etc., are required to be furnished by the Divisional Om- 
cers half yearly. Such stock returns for the year 1960-61 had not 
been received from 30 divisions till March, 1962. Information, whe- 
ther the stock-taking had been conducted during 1960-61 had not 
been received from 46 divisions inspite of reminders. Stock taking 
in respect of 2 divisions had not been completed during the year 
1960-61. The accounts of Tools & Plant which were required to be 
furnished by the divisions in December, 1960 for the period 1st 
October, 1959 to 30th September, 1960 had not been received from 
31 divisions, 4 of which were in arrears from 1959 and three from 
1958. 

In evidence, the Secretary to the Ministry of W.H. & R. admitted 
that the position was not satisfactory and that he would further look 
into the matter and ensure that the offlcials were held responsible 
for taking appropriate action in this regard. The Committee w d d  
l ike to be informed of the action taken. I 

MINISTRY OF WORKS, HOUSING & SUPPLY 
(Department of Behabilitatiorr) 

Non-maintenance of accounts of Government property, pages 51-52, 
para 34. 

121. Houses, tenements and shops constructed in Debi by the 
Ministry of Rehabilitation were placed at the disposal of the Dew 
Administration for allotment to displaced persons. 

The Public Accounts Committee of 1959-60, which examined cases 
of defalcation and irregularities in the maintenance of accounts of 
these properties, were informed by the Ministry of Rehabilitation 
that the accounts would be xrtconstructed and brought u p t d a t e  by 
March 1960. However, out of the 72 colonies built by Government 
and covered by this assurance, the reconstruction of accounts of pro- 
perties in 17 colonies was reported in October 1960 and of 15 colonies 
in July 1961. The local audit of the accounts of the 17 colonies 
conducted in November 1960 brought out the following points: - 

(i) The basic property registers had not been completed and 
entries therein regarding the valuation of properties hrd 
not been attested in token of their correctness 
It was noticed that two properties situated tn 8 mloray 
were not included in the ~egister. 



(ii) A sum of Rs. 98 l a b  recovered in cash and/or by adjust- 
ment from compensation claims of displaced persons was 
lying under "suspense" for want of relevant particulars 
of these properties. 

(iii) According to the reconstructed accounts, an amount at 
Rs. 95,137 was alleged to have been embezzled. 

(iv) The stock account of receipt books for the period 194-7 
and the cash book corresponding to 19 receipt books 
were not produced to Audit as the relevant records were 
stated to be with the Police. In addition, 212 receipt 
books were stated to be missing. 

(v) An amount of Rs. 1.11 crores, being the arrears of rent, 
remained unrealised. Out of this amount a sum of 
Rs. 90-48 lakhs remained outstanding in August, 1961. 

The accounts of the other 15 colonies were test-checked and it 
was found that they were aLso incomplete and unsatisfactory. 

The Secretary, Ministry of WH&S, stated in evidence that the 
basic registers had been completed almost in respect of all the pro- 
perties. Out of the two types of accounts for these pro- 
perties the accounts had been completed and closed in respect of 
properties for which sale deeds had been issued after full payment. 
The accounts of properties, given on hire-purchase or instalments 
Basis, had also been brought uptodate, but these would have to be 
kept open till such time as full payment was received. However, 
the accounts in respect of about 500-600 more properties still (Sep 
tember 1962) remained to be completed. The work was expected 
to be completed in the next few months. 

The Committee regret to note that despite the assmame given to 
them by the Ministry that the accounts would be reconstructed and 
brought uptodate by March, 1960, these had remained incomplete for 
so long. They trust that all the accounts would have been completed 
by now. They would like to be informed of the position in this 
regard- 

122. As regards alleged embezzlement of certain amount (item iii) 
the Committee were informed that according to the accounts recons- 
tructed so far the amount alleged to have been embezzled was 
more than Rs. 97,000. One ofacial had already been convicted by the 
murt in this regard and criminal proceedings were in prograss 
against the other. Departmental action was being taken against the 
ofaciala found responsible for contributory negligence. 



The Committee would like to be informed of the actim talcan 
against the delinquent officials. 

123. Referring to item (iv), the Secretary of the Ministry stated 
that out of 212 receipt books, 13 books did not appear to have been 
issued as there was neither any entry in the cash book nor credits 
had been claimed by anybody against those receipts. Of the remain- 
ing receipt books, all except 46 books, issued to two officials, had 
been accounted for. The Committee note that the officials concerned 
in this case were the same who were involved in the alleged embezzle- 
ment of funds and action was being taken against them. I 

Explaining the present position regarding recovery of arrears of 
rent from the occupants, the Secretary of the Ministry stated that the 
moun t  outstanding had come down from Rs. 1-11 crores in Novem- 
ber 1960 to Rs. 75.53 lakhs in June 1962. Out of this amount, Rs. 28 
lakhs related to instalrnents which would be realised in due course. 

The Committee observed that the arrears of rent due to be re- : 
swered from the occupants are still quite heavy. They urge that 
effective steps should be taken to expedite their recovery. I 

124. Explaining the circumstances under which the various irre- 
gularities pointed out by the Audit took place, the Secretary of the 
Ministry stated that these irregularities took place prior to 1957 
under the management of Delhi Administration. It was admitted 
that there was great negligence and laxity of supervision at that 
time. Consequently the Ministry had to take up the work from; 
them. 

In a note furnished to the Committee, the Ministry had, however, 
stated that the Department Enquiry Committee set up to go into 
various irregularities in the organisation of the Ex-Housing & Rent 
Ofleer, Delhi felt that after the lapse of so much time snd because 
of the prolonged period over which the negligence in this matter had 
taken place, it would be difficult to fix responsibility on any single 
offtcer for gross negligence or failure of duty. The Committee regret 
b note that tbe failure to detect the irregularities in time and to take 
expeditious action had resulted in the delinquent officials escaping 
due punislunent. I 
h s  in the sale of an evacuee property--pages 52-53, phra 36. 

125. An evacuee property at Udaipur (Rajasthan) was auctioned 
on the 10th October 1956 for Rs. 56,000 to a displaced person and 
provisional possession of the property was given to him on the 25th 
August, lW, without having ascertainedduring this period of 
about 3 yeam-the extent to which any compensation due to him 
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.was available for adjustment against the sale value. A provision 
assessment made in October 1959 indicated that the amount available 
from the compensation claim was not even sufficient to cover the 
public dues, such as a loan (Rs. 7,694) from the Rehabilitation Finance 
Administration recoverable from the purchaser. 

The purchaser immediately disputed the correctness of the assess- 
ment and stated that he had already given consent letter, from two 
other claimants for adjustment of compensation payable to them 
against this recovery, and that he was prepared to pay any further 
amounts correctly due from him. The matter was, thereupon, re- 
examined by the Department and a demand for a sum of Rs. 48,907 
finally worked out, was placed on him on the 4th April, 1960. The 
purchaser, however, still maintain* that his calculations of compen- 
sation were correct, and since no agreement could be reached, the 
sale of the property was set aside on the 10th November, 1960, subject 
to forfeiture of an amount of b. 5,600 being the earnest money 
deposit. I 

The property was re-auctioned on 10th February, 1961, and finally 
sold on the 4th April, 1961, to a brother of the defaulting purchaser, 
for a sum of Rs. 28,000, resulting in a loss of Rs. 22,400 after taking 
into account the forfeiture of earnest money. 

An appeal preferred by the defaulting purchaser on the 28th 
December, 1960, challenging the basis on which the compensation had 
been worked out by the Department was later accepted on the 12th 
April, 1961 bv the Appellate authority, the Chief Settlement Commis- 
sioner. 

During the course of evidence, the Secretary of the Ministry ad- 
mitted that it was a bad case. He stated that the matter was being 
investigated and the responsibility would be fixed. 

The Committee regret to note that failure to take timely action to 
assess the correct amount of compensation payable to the defaulting 
purchaser and the amount finally recoverable from him resulted in 
mroidable loss to Government. They would like to be informed of 
the action taken against the delinquent o5ciak 

Unde~-vdwt ion of properties, pages 53-54 para 37. 

126. A local audit of Valuation Offices under the Ministry of Re-. 
habilitation undertaken during the period 1958-60, showed that 298 
properties had been under-valued for reasons such as non-application 
a! correct rates for the sale of land and/or the rates of depreciation 



,on buildings as fixed by the Valuation Officer. The position of these 
. cases was as detailed below: - 

Extent of 
No. of initial 
cases under- 

valuation 

I. Properties already transferred at incorrect valua- 
tion- 
( i )  Where recoveries could not be effected . a2 16,728 

(ii) Where steps are stated to have been taken for 
recovery of the difference . 68 43,260 

a. Properties in respect of which revised valuation is 
in dispute in courts . 5 7,322 

3. Properties in respect of which . under-valuation 
pointed out by audit is stated to be under investi- 
gation . 66 39,- 

4. Already transferred or under transfer at revised 
valuation . I37 1913,729 -- 

298 2,2o,oqr 

*Government had been requested by Audit to review the position at 
valuation in respect of remaining properties not covered by the tegt 
audit. 

The Secretary of the Ministry explained in evidence that most of 
the remaining properties were urban properties and were unattrac- 
tive as these were not in good condition Difticulty was being ex- 
perienced in selling them even at  their existing reserve prices. 
Further, as most of these properties would be sold by auction, the 
under-valuation would not affect higher bids for these properties 
Therefore, the results to be achieved by re-valuation of these proper- 
ties would not be commensmate with the expenditure involved. It 
was also contended that merely on the basis of 298 cases of under- 
valuation found by Audit it could not be concluded that there war, 
senera1 under-valuation of properties. The valuation of every pro- 
perty had been done by the Valuation Organisation under the M i n b  
try of Rehabilitation with a Superintending Engineer as its head, 
and the valuation done by junior o5cers had been checked by senior 
officers. 

As regards mode d disposal of these pmperties, the Cornmitt- 
were informed that such of the properties as were in good conditiom 
were proposed to be sold by auction. Howwer, in respect of the 



properties which were in damaged condition, it was proposed to enter 
into a package deal with the Punjab Government (where most of 
these properties were located) to avoid expenditure on maintenance 
of staff for their disposal. 

I t  was pointed out by the Committee that according to the Dis-- 
placed Persons (Compensation and Rehabilitation) Rules, any resi- 
dential property in the occupation of a displaced person, the valuation 
of which did not exceed Rs. 10,000 should ordinarily be allotted. 
Therefore, in cases where the recorded value of .the property was less 
than Rs. 10,000 but the actual value was more than Rs. 10,000 the 
allottee could get an undue advantage. The Secretary of the Minis- 
try promised that, in future, if any property was to be transferred 
through allotment, the valuation would be got re-checked. 

The Committee regret to note that the Valuation Organisation 
the Ministry had failed to make a proper valuation of tho 
resulting in avoidable loss to Government on the disposal 
perties. While, in view of the circumstances explained 
ktry, the Committee would not press for revaluation of 
b g  properties, they trust that, as promised by 
Ministry, at least such properties as were to be 
allotment would be got revalued. They desire 
tians in this regard should be issued to all concerned 

Sloao Progress oj  Works-pages 188, para 139. 

127. In March, 1958, grants amounting to Rs. 5.96 lakhs were paid 
to two local bodies in Delhi (now forming part of the Municipal Cor- 

. poration, Delhi) through the Delhi Administration, for certain resi- 
dual items of development in Rehabilitation colonies in Pate1 Nagar, 
Andha Mughal, Nicholson &ad and Malaviya Nagar. The works 
were carried out through the Municipal Corporation. 

In March, 1961, the Corporation furnished a statement of ex-. 
penditure for Rs. 3.95 lakhs only. The statement showed that several 
of the works were still in progress even after three years and an 
unspent amount of Rs. 2.01 lakhs was lying with the Corporation. 
Further, although there was a saving of Rs. 26,103 on one of the works 
already completed, the amount was not refunded to Govcnment. In 
February, 1962, the Corporation intimated that, so far, a sum of Rs. 4.27 
lakhs had been spent out of the grant and that action would be taken 
to utilise the balance before the end of the financial year. 

Explaining the circumstances under which the grant was given to 
the local bodies, the Secretary of the Ministry stated in evidence that 
these colonies, which had been built by the Central Government had 
k be administered by them till such time as their administration 



.could be transferred to the municipalities of the concerned States. 
Because of lack of agreement with the C.P.W.D. and the local boards 
regarding standard of services in these localities, these colonies could 
not be transferred for a number of years. In the meantime, expen- 
diture had to be incurred on the maintenance. Therefore, the Minis- 
try paid a lump sum as grant to these municipal boards for these 
services and the administration of properties was transferred to them. 
The account for the amount spent would, however, be called for from 
the Corporation. 

As regards saving of Rs. 26,103 in one of the works already com- 
pleted it was stated that the amount might be utilised by the Cor- 
poration for works not yet completed. 

The Committee are unhappy to note that the grants given by th 
Central Government to local bodies for essential specific works (lik 
construction of roads in service lanes, provision of dustbins etc.) i 
Rehabilitation colonies could not be utilised for more than three 
I t  is apparent that after releasing the funds, due attention was no 
paid by the Ministry to ensure that these were utiliied within a 
reasonable period. The Committee trust that these works would now 
be completed expeditiously with a view to avoiding any further in 
convenience to the inhabitants of these colonies. 



Outstanding Objections and Inspection Reports-pages 189-190, para1 
140- 

128. Important b c i a l  irregularities and defects in accounting 
are brought to the notice of the Departmental authorities either 
through objectio~ statements or through Inspection Reports. The 
points raised therein are to be settled expeditiously, as delay in their 
disposal may lead to the continuation of the very types of irregulari- 
ties already brought to notice. The delays would also involve some 
risk of (a) loss on account of failure to stop defective or fraudulent 
practices in time and (b) rendering disciplinary proceedings against 
defaulting officers difficult or ineffective. Half-yearly reports of out- 
standing Audit Objections are also forwarded by Audit to the Admin- 
istrative Ministries for taking necessary s t e p  to expedite their settle- 
ment. The volume of outstanding objections /Inspection Reports as 
fndicated below, shows that action taken by the departmental au- 
thorities is not adequate to settle the Audit Objections expeditious- 
ly:- 

(a) Outstanding Objections.-The year-wise analysis of the ob- 
jections* which are particularly heavy against some of the Ministries 
is given below. Some of them date back to 1948-49: 

(Amounts in lakhs of rupees) 
Issued prior to Issued during Issued during 

1954-55 1955-59 1959-6 
Ministry - 

Items Amount Items Amount Items Amount --- 
Works, Housing & 

supply . . 6,733 6,04.42 25,274 2147.69 37,926 37d9.75 
Transport & Com- 

munications 497 3.04 ' 1,440 37.65 7,928 4,80.87 
External Affairs . 528 5-99 3,756 84-55 8,2882,05.16 
Food & Agriculture. 150 11.54 878 58-96 1,771 1~31.70 
Home Affairs . 2,028 66-94 5 55-54 3,500 I110.39 
Commerce and - 
Industry . 43 '32 8-46 16.57 2,832 55-95 

*(a) Includes objections outstanding in the books of the Pay and 
hounts Officers. 

(b) Excludes the objections outstanding in the booka of the Financial 
Advisers and Chis A c c o u ~  OfAcera, Kandla Port Project (84 items. 
involving Re. 224.05 lakhs). 
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(b) Outstanding Inspection Reports.-The total number of I& 
spection Reports issued upto 3lst M a d ,  1961, but outstanding on the 
31st August, 1961 was 2,545. Some of them date back to 1947-48. The 
major items are  shown below:- 

Ministry 
No. of No. of 
Reports Paras 

Works, Housing and Supply 628 4,466 
Home Affairs . 620 3,136 
Education . 382 1,783 
External Affairs . . 261 1,414 
Finance . 239 752 
Scientific ~esearch and '~ultural ~ f f a i r s  : 105 444 
Rehabilitation . 97 520 

- - -- -- - 
In the course of evidence, the Director (Finance) Ministry of 

External AfTairs stated in extenuation of the large number of pending 
audit objections with the Ministry (2125 from 194450 to date) that 
audit objections were being attended to regularly even by personal 
meetings with the A.G.C.R., but there were various difficulties e.g., 
(i) inability to communicate with various Posts and getting replies 
from them (ii) obtaining information from various Missions and (iii) 
mmetimes rq l i e s  were incomplete and as such further clarification 
was necessary. 

The Committee have from time to time stressed the importance 
lof prompt disposal of audit objections Para 9, Report of Public 
Accounts Committee on Accounts of 194748 (Post-Partition), and 
para 38, First Report (1951-52). They would desire the Ministry of 
Finance to issue necessary instructions to all concerned so that neces- 
Pary steps are taken for clearing all outstanding audit objections and 
inspection reports and it is ensured that such objections do not ac- 
cumulate but are attended to with promptitude. 

Economy in the expenditure of Governmeitt. 

129. In the course of their examination of the Appropriation Ac- 
counts (Civil), 1960-61 and Audit Report (Civil) lW2, the Committee 
came across a number of instanceso of nugatory infructious or waste- 
?ul expenditure. 

The Committee view with concern such wasteful expenditure even 
normal times but more so during the time of present national 

---- - - - . --- 
'Some instances m y  be wen in pama 29, 36,49, 50, 57. 65.66.67. 70, 93,99, 117, 11s of 
di  Report. 



amffgmcy. A persistent tendency for over budgeting on the one hand, 
and many instances of wasteful expenditure on the other point to 
the inevitable conclusion that there is considerable scope for effecting 
economies in the expenditure of the Government of India without 
impairing the progress of the Five Year Plan. They would, there- 
fore, suggest that a Committee of Expert consisting of senior officers 
from the Ministries of Fiance, Home Affairs and one or two major 
spending Ministries should be appointed by Govemmcnt so that a 
prompt survey of the expenditure of Government may be made to 
explore the various avenues through which substantial economies 
could be effected. They have in their various Reports presented dur- 
ing the current year indicated some of the lines in which there is 
scope for economy in expenditure. For instance, the Committee feel 
that prima facie there is considerable scope for reduction in the ex- 
penditure incurred on staff cars. A statement* furnished by the Min- 
istry of Finance giving the total amount spent on staff cars during the 
year 1960-61 on their running, maintenance etc. in the various Mints- 
tries of the Central Government is enclosed as Ap2endix 111. From 
this statement it will be seen that the total expenditure on this ac- 
count during 1960-61 was as high as Rs. 17,25,771. The amount of 
expenditure incurred by the Ministries of Commerce and Industry, 
Community Development and Co-operation, Food and Agriculture, 
Rehabilitation, Transport and Communications and Department of 
Atomic Energy exceeded Rs. 1 lakh in each case. The expert com- 
mittee referred to above should scrutinise the details of expenditure 
incurred and suggest concrete steps to curtail the expenditure oo 
this account. 

The 8th March, 1963. 

Phalguna 17th, 1884 (Saka).  MAHAVIR TYAGI, 
Chairmu% 

Public Accounts Committee.. 

'Not vetted by Audit. 



APPENDIX I 
(See para 47 of the Report) 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
(DEPARTMENT OF ECONOMIC  AIRS) 

New Dellri, the 17th March, 1962 

MEMORANDUM 

SUBJECT:-Delegation of powers by the Administrative Minktries to 
lower authorities-submission of monthly schedule of 
sanctions issued by subordinate authorities to the autirori- 
ties immediately superior to them. 

The Public Accounts Committee (Second Lok Sabha) in para- 
graph 13 of their Eighth Report on Budget Estimates and firmncid 
control, had recommended inter alia that every officer with delegated 
financial powers should submit a monthly schedule of sanctions issued 
by him to the authority immediately superior to him to enable the 
latter to watch that the delegated powers had been properly exercis- 
ed. The recornmendation of the Committee' was accepted and 
brought to the notice of all Ministries who were also requested to 
devise a suitable procedure for the implementation of the recommen- 
dation. 

2. Since the above decision was taken, there has been considerable 
volume of informed criticism. both internal and external, against the 
working of the Government machinery which has emphasised the 
importrance of greater delegation of authority in speeding up decisions 
and ensuring t,imelv execution of projects and programmes. In pur- 
suance of these objectives. a number of changes have already been 
introduced towards decentralisation and delegation of authority 
considered essential for implementing a much bigger Plan. 

3. If such a delestion is to be real and not merely formal, it is 
felt that those who exercise delegated powers should not be given 
the feeling that they are being constantly watched and supervised. 
The monthly submission of complete returns of all the sanctions 
issued would, on the one hand, weaken the sense of responsibility 
and undermine the very purpose for which the delegation is made, 

139 
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dnd m the other, involve a large amount of t h e  cend effort in the 
preparation of voluminous statements of a routine nature, which 
are not of any great practical advantage. 

4. The matter has caccordingly been reconsidered and it is pro- 
posed that instead of the submission of monthly returns of all the 
sanctions issued, it would be sufficient if the returns are submitted. 
quarterly and confined on a selective basis to a few important items 
of delegated authority, where there might be some scope for misuse 
or irregular exercise of such powers. In addition, periodical inspec- 
tions by superior authoristies end audit conducted in the normal 
course would provide further opportunities for reviewing the exer- 
cise of the delegated authority. In regard to the selection of items 
to  be included in the returns, the matter is proposed to be left to 
the authorities to whom the returns are to be submitted. Accord- 
inglv, it would be for the administrative Ministries or the Heads of 
Departments to prescribe the type of sanctions exercised by the sub- 
ordinate authorities which they would like to be reported to them. 
These arrangc~nents are proposed to be reviewed after a year. 

5. The modifications suggested above would reduce considerably 
h e  amount of time and labour involved in the preparation of mont.hly 
schedules of all the sanctions issued, without in anv way reducing 
the effectiveness of the control over important sanc!ions which the 
Committee had in mind in suggesting this procedure. After the 
Committee has approved, necessary instructions will be issued. 

6. This note has been seen by the Comptroller and Auditor 
General. While he holds the view that the submission of monthly 
schedules of sanctions should not act as an impediment to the 
exercise of these powers by the subordinate authorities, he would 
have no objection to a modified arrangement as in pamgraph 4 above 
being tried out as suggested, subject to a review after a year. 

(Sd/-) SHIV NAUBH SINGH, 
Joint Secretary to the Government of India, 



APPENDIX I1 

(See para 51 of the Report) 

MINISTRY OF WORKS, HOUSING & SUPPLY 

Note on further information desired by the P.A.C. in respect of 
para 41 of Audit Report (Civil), 1962. Reference Lok Sabha 
Secretariat's O.M. No. 2/1/9/G2/'PAC, dated the 5-10-1962. 

Para 41 of the Audit Report regarding World Agriculture Fair. 

Observation: 

"A detailed note indicating the circumstances under which the exhi- 
bition ground was lent for the World Agriculture Fair specifying 
therein: (i) whether the Ministry oof Works, Housing and Sumly 
had entered into any agreement (written or veibal)  with the 
All-India Farmers' Council or the Rhorat Krishak Satnaj before 
renting the land for the Fair?" 

Reply: 

1. The Bharat Krishak Samaj approached the Ministry of Works, 
Housing and Supply for the first time in April, 1958, asking for allot- 
ment of land In the Exhibition Grounds for holding the World Agri- 
culture Fair in the latter half of 1959. The Samaj had at the time 
tentatively proposed to hold the Fair in coordination with the Min- 
istry as a partner in the profits and that in return the Ministry might 
not charge any rent. In view of the lwge preparations that were 
necessary, they had to make this request more than a year in advance, 
but they were not able at that time to indicate their firm require- 
ments of the area of land (covered and uncovered). The question 
of the rate of rent to be chrged from them for uneovered land, and 
for accommodation in the various structures that were already stand- 
ing. was being examined, and there was a lot of correspondence and 
many discussions were also held. The middle of 1959 was reached, 
and still no settlement had been arrived at regarding rent. 

2. On the 12th May, 1959, the Minister of Works, Housing and 
Sunply held a meeting with Dr. P. S. Deshmukh, the then Minister 
of Agriculture where the latter suggested that the World Agriculture 
Fair should be allowed to use the land and the structures on the 
same terms and conditions on which the Indian Industries Fair, 1955 
had been allowed to use the land and the Pavilions built by the 



121. 
Works, Housing end Supply Ministry. He was told on behalf of 
Government that the matter would be examined by this Ministry. 
This suggestion was examined and on the 29th June, 1959, the Samaj 
weril informed that the rent of Rs. 9 per sq. ft. for covered space and 
a ground rent of Rs. 690 per acre per month would be recovered 
from them. The Secretary of the World Agriculture Fair replied 
saying that the mtes were very high, and suggesting some alterna- 
tive lower rates. This reply came towards the middle of July, 1959, 
but by about this time, the World Agriculture Fair had entered the 
Exhibition Grounds and started work on some pavilions. As only 
a few months' time was left for the opening of the'Fair and as the 
construction work involved was quite elaborate, and as the question 
of rent was all the time being discussed between the Ministry of 
Works, Housing and Supply and the representatives of the World 
Agriculture Fair, no obstacle was put in the way of the World 
Agriculture Fair's taking possession of the Exhibition Ground. 

3. In order to expedite the settlement of the rate of rent, a meet- 
ing was held by the Secretary(E), Ministry of Finance on the 9th 
September, 1959. It was decided that the Financial Adviser to the 
Ministry of Food and Agriculture should prepare a draft memo of 
Agreement indicating the rates of rmt-the rate of rent should be 
determined after taking into account the rent that the World Agri- 
culture Fair would charge from the exhibitors, and after a scrutiny 
of their estimates of income and expenditure. After the requisite 
examination, it was decided in the beginning of November, 1959, that 
the rate should be Rs. 9 per sq. ft. of covered area and Re. 1 per 
sq. yd. of open space. These rates were incorporated in the draft 
Agreement, which was prepared and sent to the World Agriculture 
Fair for execution on the 18th November, 1959. 

4. On the 3rd December, 1959, the Minister of Works, Housing 
end Supply wrote to Dr. P. S. Deshmukh informing him that a draft 
Agreement, indicating the rates of rent payable and other terms and 
conditions of allotment, had been sent to the Secretary of the World 
Agriculture Fair. The Secretary had been requested by letters and 
on the telephone to come for discussion and execute the Agreement, 
but he had not responded. The Minister of Works, Housing and 
Supply requested Dr. Deshmukh to take immediate steps to execute 
the Agreement, and also to furnish a written receipt to the effect 
that the grounds and structures had been taken over by the Fair 
from the 11th July, 1959. 

5. No receipt, as requestec', was furnished, nor was the Agreement 
executed but on the 30th December, 1959, the Secretary of the Fair 
wrote saying that the rent demanded was very high and suggesting 
t h t  no rent should be charged and that the execution of an Agra -  
ment should not be insisted upon. The letter was received after a 



fortnight's delay, and the Minister of Works, Housing and Supply 
again wrote to Dr. Deshmukh on the 2nd February, 1960 saying that 
there was no question of foregoing the rent. He suggested that 8 
discussion might be held. Dr. Deshmukh replied on the 9th Feb- 
ruary, 1960 repeating the suggestion that no rent should be charged. 
The Minister of Works, Housing and Supply replied on the 21st 
Februery, 1960 reiterating that there was no case for waiving the 
rent, and requesting that the Agreement should be executed without 
any more delay. 

6. By this time, the World Agriculture Fair had ended, and since 
then efforts have continued to be made to recover Government dues 
as assessed by this Ministry. 

7. From the position explained in the preceding paragraphs, it 
will be seen that on behalf of the Bharat Krishek Sarnaj a verbal 
commitment of the Chairman of the Samaj was there to pay the 
rent on the same basis as was applied to the Indian Industries Fair, 

' 
1955, but there was no commitment on behalf of the Government to 
the above effect. 
0 bservation: 

(ii) "Whether the Bhurat Krishuk Samaj was a registered body 
when exhibition ground was lent to them? When was it registered? 

Reply: 

The Bhwat Krishak Samaj was not a registered society under the 
Society Registration Act, 1860, at the time the Exhibition Ground 
was lent to them. It is not known to this Ministry whether the 
Samaj has since been registered. 

(iii) The note has been seen by Audit whose observations are 
contained in the annexure to this note. 

PREM KRISHEN, 
J t .  Secy. to the Gout. of India 



ANNEXURE 

Observations of Audit 

(1) The occupation of the Exhibition Grounds was permitted in 
July, 1959 in spite of the fact that for a period of over one year from 
April, 1958, it had not been found possible to reach any agreement 
with the Fair authorities in regard to the rent to be paid by them. 

(2) From a letter written by the Executive Engineer, Exhibition 
and Decoration Division to the World Agriculture Fair on 1-10-1959, 
it is seen (i) that the date of letting out of Exhibition grounds was 
11-7-1959, the date on which the U.S.A. Embassy were allowed to 
start construction of their Pavillion, (ii) that the World Agriculture 
Fan was allowed to take over the security arrangements of the entire 
Exhibition area from 5-8-1959. The entire control of the Exhibition 
Grounds was left with them since that date. 

(3) In their letter, dated 2410-1959, however, the World Agri- 
culture Fair authorities accepted traking possession of the Exhibition 
grounds, pavillions and structures only from the date of receipt in 
their office of the Executive Engineer's letter, dated 24-9-1959 and 
also did not consider it necessary to sign a document for the formal 
taking over of the buildings, etc. on the ground that the maintenance 
had been handed over by them to the C.P.W.D. 

(4) As regards the rent to be chrged, Dr. P. S. Deshmukh had 
suggested at a meeting held in May, 1959 that the World Agriculture 
Fair should be allowed the same terms and conditions as had been 
applied to the Indian Industries Fair on an earlier occasion (The 
rates charged to the Indian Industries Fair were Rs. 9 per sq. it. for 
covered space and Rs. 550 per acre per month as Ground rent). This 
was taken by the Minisitry as a verbal commitment by zhe Chairman 
of the Samaj and they promised to examine the suggestion further. 

(5) Qn the basis of certain particulars of income and expenditure 
furnished by the Fair authorities which according to the Ministry 
of Finance were "sketchy" and did not contain all the detailed infm- 
mation required by that Ministry, a revised ground rent of Re. 1 
per sq. yd. of land and Rs. 9 per sq. ft. of plinth area of covered 
space for the duration of the fair was included in the draft agree- 
m e ~ t  wnt to the Fair authorities on the 18th Nwember, 1959, 



(6) In the meantime, the Bharat Krishak Samaj who had sug- 
*:gated the adoption of much lower rates in their letters dated 10th 
July, 1959 and 21st July, 1959 sent in a request on the 12th Novem- 
ber, 1959 that they should not be charged any rent for this spece 
and that they should be exempted from executing any deed in 
favour of the Government. 

At this stage, departments of Government, Government Corpora- 
tions, etc. were not cautioned that no payments should be made by 
them to the Fair pending the execution of the Agreement. The 
question of asking the Samaj to deposit a subsbantial portion of their 
actual collections with Government as security does not also seem 
to have been considered. 

The request for exemption from rent was reiterated by the Sarnaj 
in December 30, 1959 with a suggestion that any excess of receipt8 
.over expenditure should be allowed to be retained by them for 
making the Organisation self-sufficient. 

The samaj continued to repeat their request for exemption from 
rent on later occasions also in spite of several letters from the 
Ministry pressing them for the acceptance of the Agreement. 

(7) When the draft agreement was sent to the Bharat Krishak 
Samaj on 18-11-1959, a copy m s  sent simultaneously to the Ministry 
of Law who pointed out on 8-12-1959 that the reference had been 
made to them "at the eleventh hour" and that it would not be propet 
for that Ministry to offer any advice "in the matter which appeared 
to be highly irregular". They also pointed out that the Blmrat 
Krishak Samaj was an unregistered and unincorporated body and not 
a "Juridical person" and that they would not normally advise the 
.execution of an agreement with such a body. The solution sug- 
gested was that all the members of the Governing body should be 
made parties to the Agreement and that all of them should be 
required to execute the Agreement. The Ministry of Law also 
advised that it would be expedient for Government to grant a 
Scence and not a lease to the Blmrat Krishak Samaj. 



(See para rag of the Report) 

Total amount spent on the Staff Cars during the year 1960-61 on theif 
running, maintenance (including pay and allowances of the Chauffeurs) etc. 

S1. No. Name of the Ministry/ Total amount Remarks 
Department spent 

Ministry of Commerce & 
Industry. 

Ministry oC Community 
Development and Co- 
operation. 

Ministry of Defence 

Ministry of Education 

Ministry of Externai Affairs 

Ministry of Finance. 

Ministry of Food Br Agri- 
culture. 

Ministry of Health. 

Ministry of Home 2 Affairs. 

Ministry of Information & 
Broadcasting. 

Ministry of Irrigation & 
Power. 

Ministry of Labour & Em- 
ployment. 

Mininry of Law. 

Ministry ofRailways. 

*6,535 *The amount relates 
to Sectt. proper. 



S1. No. Name of the Ministry1 Total amount Remarks 
Department spent 

Ministry of Rehabilitation. 

Ministry of Scientific Re- 
search and Cultural 
Affairs. 

Ministry of Steel, Mines & 
Fuel. 

Ministry of Transport & 
Communications. 

Ministry of Works, Housing 
Supply. 

Department of Atomic 
Energy. 

Departilicnt of Parliament- 
ary Affairs. 

President's Secretariat. 

Prime Minister's Secretariat. 

Cabinet Secretariat. 

Planning Cornmission. 

Election Commission. 

*This in dudes the 
expenditure of Rs. 
99,864 incurred by 
the Civil Aviation 
Department Work- 
shop in respect of 
the Central Ciovern- 
ment staff cars in 
Delhi, which are in- 
cluded in their Ser- 
vicing and Repairs 
Pool. 

- -- --- 

Nora I : The information in respect of the following Depsr~l~ent~ i s  
'Nil', as no staff car is maintained by them :- 

1. Vice-President's ccretariat. 
2. Union Public Service Commission. 



NOTE 2 : The statement does not contain information in respect of the 
Indian Audit and Accounts Department. 

NOTE 3 : The statement does not also include infoxmat ion in respect of 
vehicles which are not treated as staff cars. 

NOTE 4 : The statement does not also include information in respect of 
can mainrained by the various Indian Missions, etc., abroad. 



APPENDIX IV 

Summary of Main Conclusions/Recommendations 

S1. Para Ministry/ Conclusions/Recommendations 
No. No. Department 

concerned 

I Finance . The Committee desire that the present pro- 
cedure of including savings und:r floatation 
of treasury bills which wcre grossed up 
four times for inclusion in the budget 
should be reviewed in consultation with 
the Comptroller & Auditor General. 

2 5 Financc/All other In cxtcnuation of the savings over grants, it 
Ministries. was urged before the Committee th3t at 

present there was no concept of balancing 
the revenue budget with taxation and 
capital budget with loans. The targets of 
taxation and borrowing were also fixed over 
a period of five years, and as such gap 
between estimates and expnditure was not 
rcally a matter of conc:m to the present 
kind of economy. The savings only re- 
duced the amount of deficit financing. 
While the Committee appreciate the Fi- 
nance Ministry's point of view, they fix1 
that the quesuon should not be looked at 
from this angle. Large savings are indi- 
cative of bad budgeting as they clearly 
prove the inability to spend usefully the 
funds to the extent anticipated. In the 
context of the development plans it bc- 
comes aU the more necessary that the ad- 
ministrative ministries shoufd frame their 
estimates more realistically so that Parlia- 
ment is not asked to vote for funds which 
amnot be utilised. The year rg60-61 
being the last year of the !hand Five Year 
Plan should have made up the shortfalls 
in the planned expenditure of the earlier 

-- -....----- ye=. 



3 6 Food & Agricul- The Committee feel concerned to find 
ture (Deptt. of that savings continue to occur in the 
Agriculture)] schemes executed by the State Govern- 
FinancelAll ments. They desire that the system should 
other Ministries be reviewed with a view to providing for 

realistic estimates in this behalf in the 
budget placed before Parliament. 

4 7 Works, Housing The Committee feel concerned to note short- 
& Rehabilita- fall under an important scheme like the 
tion (Deptt. of Dandakaranya Development Scheme. They 
Rehabilitation). suggest that the Ministry should take all 

possible steps to publicise the scheme in 
order to attract more displaced persons. 

5 8 Transport and The Committee feel that the estimates could 
Communica- have been more realistic with proper 
tions (Drptt. of assessment of traffic in case of Kandla Port 
Transport). and detailed survey of soil in thc case of 

Visakhapa tnam Port. 

6 9 Transport & The Committee suggest that thc present proce- 
Comrnunica- dure regarding making of budget provision 
tions (Deptt. of for imported equipment should be reviewed 
Civil Xvictio:l),' to rcmove difficulties. At the time of 
Finance/ All making provision for such equipment, the 
Other Minis- ~ossibility of t h ~ i r  procurement within t!le 
tries. financial ycar should bc carefully cxaxincd ; 

otherwise, only a tokcn provision should 
bc includcd in the budgct to bc followcd 
by a supplementary grant, if necessary. 
l'hc Committee also feel that closer coordi- 
nation bctween indentors and suppliers 
will also easc matters. They would re- 
itcrate the recommendations contained in 
para 5 of their Report on the Accounts 
for 1947-48 (Post-Partition) and para 15 of 
their First Report (First Lok Sabba). 

7 10 Works, Housing The Committee feel concerned over the large 
& Rehabiiita- savings in works expenditure coming to 
tion jFinance . their notice year after year. The Commit- 

tee desire that the present procedure re- 
garding commencement of works should 
be rwiewed with a view to removing 
bottlenecks in commencement and pro- 
gress of workti. The Committee also 
suggest that in case of new schemes where 



there are no reasonable chances of execut- 
ing works duing the financial p a r  due to 
difficulties like acquisition of land etc. ody 
a token provision should be included in 
the budget. 

8 I I External Affairs The Committee feel that enough attention is 
not being paid to the tribal areas. They 
suggest that a small advisory comdttee 
consisting of members of Parliament from 
the areas may be constituted to advise 
Government on matters concerning the 
developmrnt of the areas. 

,g 12 Finance/All The Committee are far from happy over the 
other Ministries. practice of surrendering funds in the last 

month ofthe financial ycar. They desire 
that serious notice should be taken of the 
disregard of the instructions issued by the 
Ministry of Finanoe in this behalf. 

ao 13 Commercc 8r (i) The Committee are not quite satisfie& 
Industry. with the explanation regarding d h y s  in 

despatch of exhibits and are unhappy to 
note that in spite oftheir earlier recommen- 
darions, delays are still occurring. 

(ii) The Committee fwl that if any useful 
purpose is to be served by participating in 
International Fairs and Exhibitions. the 
Govcrnmcnr would be well advised to 
inducc the private trade and industry to 
take a more active part both financially and 
administratively in such exhibitions abroad, 
ro that they may also feel as active parti- 
cipants. 

(iii) Thc Ministry should fix a time limit 
within which all the exhibits properly 
packed should reach the port and the pani- 
cipants, who should be notified sufficiently 
in advance, told that no exhibits would be 
accepted beyond that date. 

(iv) The Ministry should issue strict instruc- 
tions to officers concerns:d and to Missions 
abroad where such exhibitions are he13 tha 
a proper register/invcntory of ail the articks 
should be maintained, so that a proper 
check can be exercised on the disposal of 
exhibits. 



11 14 Commercc & The Committee arc unhappy to note that 
Industry. sanctions for expenditure abroad are 

issued without proper examination of facts 
and figures and without consulting the 
Missions concerned about thc details on 
which estimates were bascd. They hope 
that a suitable procedure will bc evolved 

* to ensure that such casts are notrepeatcd. 

12 15 Do. Thc Committee do not appreciate the manner 
in which the qucstion of disposal of cxhi- 
bits is being handled. They suggc~t that 
cffcctivc steps should bc takcn to cnsurc 
that txhibits arc disposcd of as quickly as 
possibk- to avoid incurring of loss on that 
acc0ur.t. Bcforc disposal of thC cxhibits 
abroad, it should bc asccrtaincd whcthcr 
thc cobt of re-transporting thcm back to 
India would be Icss than thc loss likcly to 
bc suff. rtd by such disposal. Missions 
abroad should be askcd also to furnish the 
Ministry with stock lists of exhibits rc- 
gularl y. 

13 16 Do. (i) T h c  Committcc arc unhappy over the k t -  
harpic and inefficicnt manricr in which th e 
Directorate of Exhibitions is functioning. 
It 1s surprising that cvcn aftcr a laps: of 
five ycars. pmding insurance claims have 
not h e n  scttlcd owing to non-availability 
of forms. Nor have any accounts of the 
conttnts of the packages ctc. b,en main- 
tained. l'hc Committce dcsirc that a 
thorough investigation into the affairs of 
tho Directorate should be madc, rcsponsi- 
bilitits fixed for such slackncss in prr- 
forming the duties and suitable disciplinary 
action taken against the officers concerned. 

(ii) The Committee further desire that a 
survey of thc work done by the various 
Exhibition Sections under thc Ministry 
of Commerce & Industry should be made 
early in order to avoid any duplication of 
work by abolishing/merging some of them, 
if necessary. 

(iii) The Committee would also like the 
Ministry to review the position regarding. 

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



15 1s DO. 

16 19 Home Affairs . 

17 20 Community De- 
velopment & 
Cooperation/ 
Jiinanct. 

the Government participation in Exhibi- 
tions and Fairs in order to ascertain whether 
any beneficial results, in the shape of 
increase in the sale or export of commo- 
dities or otherwise havc flowed from the 
activitics. Thrmaftcr the question of 
curtailment of these activitics to the extent 
possibly should bc examined so as to 
conslwc foxign cxchangc and othcr ex- 
p. nJiture. 

Thecommittee fcel that had the mcters 
been installed in time, thu short r~,covcry 
of' Ks. 32,055 could havc bcm avoided. 
'I'hcy h o p  that thc balancc oi'thc duis will 
bc r~covcrcd early and a report submitted 
to t l l c  m. 

Thr Committce are not satisfi.:d with the 
cxplanation for purchasc of stort.s in 
cxccss of'r~.quiremcnts. They i ~ ~ l  that if 
a smse of urgzncy or emtrgcncy rcally 
,sistLd, Govcrnmc.nt should haw taken 
spccial steps to acquirr the land in time 
and startcad t h ~  construction o i t l ~ c  building 
according to schcdul~.. Thc Cornmittce 
~ . o u l d  lik,: to t x  informed when the cons- 
truction o i  buildings is completd in both 
th,. cascs. 

Tllc Committce invite att~ntion of thc Minis- 
try to thcir ~ a r l i ~ r  recommendation con- 
tilined in para 191. Yol. I of tile Seventh 
Report (St cond Lok Sabha) and hope that 
the Ministry of Home Affairs will review 
h e  position in order to ensure 
that disciplinary cascs are dispose of as  
i xpcditiously as so as to be really 
L fi~ctive. 

T h e  Committee fccl unhappy to note that 
the States do not appcar to be keen to 
utilise the money provided for by the 
Centre for the training in the system of 
co-operatives. They desire tha th is 
matter maybe looked into quickly and 
thosc States who persistently fail to take 
suitable measures for utilisation of the 
funds should not be allowed further funds. 



in such matters in future and budget pro- 
vision should also be reduced to that ex- 
tent. 

21 Community De- 
velopment & 
Cooperation 

22 Finance 

23 Community De- 
velopment & 
Cooperation / 
Education/ 
Information 
& Broadcast- 
ing. 

24 Community 
Development 
& Cooperation 

The Committee are not convinced of the 
utility of the post of the Social Educational 
Organiser. Thcy trust the Ministry will 
take up this mattcr urgently and either 
merge the duties and functions of this 
officer with another or abolish the post 
altogether. 

The Committee would like the Ministry of 
Finance to examine whether it woulu' not 
be desirable to keep the Parliament inform- 
ed when the basis and pattern of 
central assistance to the States as originally 
approved by Parliament subsequently 
undergoes a change. 

In the opinion of the Committee, the pro- 
duction, purchase or translation of books 
should not be undertaken by thc Ministry 
of Community Development & Coopera- 
tion. This function should bettcr be left 
eithcr to the Ministry of Education or 
to the Ministry of Information & Broad- 
casting who are in a better position to en- 
sure the correctness of the facts contained 
in the books. 

The Committee would like the Ministry to 
lay stress on the actual execution of the 
programme and the achievements made 
and not on the amount of money spent on 
the programme. The Ministry should 
also makc periodical assessment of the 
physical targets achieved so that a watch 
may be kept on the progress made in 
different spheres. 

The Committee regret to observe that, 
though more than nine years have elapsed 
since' the Central Social Welfare Board 
was set up, it is yet to be placed on a sta- 
tutory footing. The Committee endorse 
the views of the Comptroller & Auditor 
General that, till the Board was accorded a 
distinct legal entity, giving of grants to the 
Board was not only constitutionally irregu- 
lar, but also fraught with risk in casts of 



default. The Committee are not sure 
whether the registration of the Board 
under the Societies Registration Act, as it 
stands at present, will adequately safe- 
guard the interests of Government. The  
Committee, therefore, suggest that the 
question of placing the Board on a statu- 
tory footing should be pursued. 

23 26 Education . A detailed statement regarding submission o f  
utilisation certificates by voluntary welfare 
institutions in respcct of grants given to 
thcm by the Central Social Welfare Board 
is still awaited. The Committee would 
dcfcr their comments till the requisite 
information is received from the Minis- 
try. 

24 27 Education . The Committee desired to be furnished with 
the following further information:- 

(a) a statement regarding purchase and 
maintenance of jeeps by the Board for 
thc last three years. 

(6) a statement giving a year-wise break- 
up of expenditure of the Board since 
its inception. 

The Committee regret that neither of the 
statements has yet been received. The 
Committee, therefore, defer their com- 
ments on these aspects of the question. 
In the meantime, in view of the para- 
mount need of economy, in the background 
of the national emergency, the Committee 
would like the Ministry t o  explore the 
possibility of curtailing expenditure 
incurred by the Central Social Welfare 
Board. 

25 28 Education . (il The Committee are not happy over the 
manner in which the Delhi Administration 
had acted in the present case. I n  their 
o inion, it was improper on the part of R t e Administration to have created posts 
in higher scale of pay than that allowed 
by the orders of the M i t r y  of Educa- 
tion issued in 1950. If the creation of 
posts in the higher grade was considered 



essential, orders of the competent au- 
thority should have been obtained. Even 
if the initial error had been made, the 
Administration should have, in accor- 
dance with the recommendation of the 
Public Accounts Committee made in para 
21 of their Report on the Accounts for 
I 946-47 (Pre-partition), provisionally 
stoppcd payment in the higher scale in 
September 1957, when the irregularity 
was pointed out by Audit. The Committee, 
however, regret to observe that the Delhi 
Administration not only failed to do this, 
but also made 20 more appointments in 
the higher scale which was contrary 
to the orders of Central Government. 
They understand that the Ministry of 
Education have asked the Administration 
to fix responsibility in the matter. The 
Committee would like to be informed of 
the action taken in the matter. 

Finance . (ii) The Committee would like the Ministry 
of Finance to impress upon the spending 
authorities the need for strict compliance 
with the recommendation of the Public 
Accounts Committee made in para 21 of 
their Report on the Accounts for 1946-47 
(prepartit ion). 

(iii) In reply to a question whether the 
irregularity had since been set right, it 
was stated that posts in the higher grade 
would have to be created for the period 
in question. The Committee would like 
to have a further report in the matter. 

29 Education/ (i) The Committee regret to observe that 
External the mistake in the notification issued by 
Affairs. the External Affairs Ministry, which show- 

ed the appointment of the officer concer- 
ned as First Secretary, had entailed to 
Government an extra avoidable expendi- 
ture of over Rs. ~o,ooo. The Com- 
mittee consider this as unfortunate. They 
trust that care will, henceforth, be taken 
by the Ministry concerned to ensure that 
mistakes of this type do not recur. 



Education . (ii) The Committee hope that such non- 
recovery would not be allowed to become 
a precedent for future. 

(iii) The Committee also feel that even after 
the Education Ministry had pointed 
out to the Mission that the officer concer- 
ned was not entitled to the residence for 
which negotiations were being conducted, 
it should have, instead of further pro- 
ceeding in the matter, referred the 
case to the Ministries concerned and 
taken their specific approval to the propo- 
sed lease-deed. This, unfortunately, 
was not done. 

27 30 Education . The Committee take a serious view that an 
organisation, like the Central Social Welfare 
Board, fed by Government grants, should 
have persisted in following irregular pro- 
cedure, resulting in defalcation, regardless 
of objections by audit and directives by 
Government. The Committee trust that 
the Ministry of Education will, henceforth, 
be more effective in ensuring not only pro- 
per utilisation of their grants, but  .also 
strict compliance with their dueawes, 
by the Board. 

28 31 Education . The Committee were informed that with a 
view to obviating the recurrence of cases 
of the present type, a number of measures 
had since been introduced to improve the 
accounting and cash procedure in the 
Ccntral Social Welfare Board. The Com- 
mittee trust that the introduction of these 
measures will result in the achievement 
of the end in view. 

29 32 Education . The Committee desire that the depart- 
mental proceeding should be finalised at 
an early date and a report made to them. 

30 33 Education . While the Committee appreciate the cir- 
cumstances in which the Education 
Department, Tripura had to undertake 
departmental construction of buildings, 
thty see no justification on the part of the 
Department for withdrawing excessive 



funds from the Treasury during the last 
fcw days of the financial year as also thfir 
failure to cxecute formal agreements wlth 
contractors or take earnest money or 
sccurity deposit from thcm. The Com- 
mittee arc also unable to understand how, 
in the absence of measurement books, 
thc Dvpartmcnt could ensure that the 
payments made to the contractors were in 
conformity with the actual work done by 
them. The Committee trust that care 
will, henceforth, be taken by the Dcpart- 
ment to obviate the rccurrcncc of such 
irrcgularitics. 

31 34 Education . In the opinion of the Committee, it was 
irr\ gular on the part of the officcr concerned 
to have drawn funds from thc Treasury 
and to have retained thcm for long dura- 
tions outside Government account, in con- 
travention of the Treasury Rules. The 
Cornrnittce also obs~rvc that, before sanc- 
tioning the loans, the Ministry concerned 
had failed to make a proper asscssmlmt 
regarding the capacity of the Ioanec to 
r~ pay thc loans, in accordance with terms 
of. the sanction. Further, the purpose for 
which the loans had been granted had 
also not bccn fulIy achicvcd inasmuch as 
8 of tho rg craft schools, had eithcr been 
closed down or converted into ordinary 
schools, and the rcmaining take over by 
Govcrnmcnt. The Committec now desire 
that such of the buildings of the schools, 
since clos~ddown, as are not being properly 
utiliscd, should be disposed of, and the 
realised amount adjustcd against the out- 
standing loans. 

32 35 Education . While agreeing with the views of the Ministry 
that the appointment of chartered account- 
ants for auditing the accounts of each 
a m p  would not be commensurate with 

the 
diturc involved, the Committee 

feel t at it would be uscfiul to have the 
accounts of a group of camps audited 
every year in rotation. The Committee 
would also like to reiterate their earlier 



recommendation that the auditors for this 
purpose should be appointed with the 
approval of the Comptroller & Auditor 
General, who should further be authorised 
to issue directions to the auditors in 
regard to the manner in which the account 
shall be audited. The Committee also 
suggest that, in view of the large scale 
grants, that are being given to the Bharat 
Sewak Samaj, the feasibility of associating 
one of the officers of the Ministry of 
Finance with the Samaj to tender advice 
in financial matters may also be examined. 

33 36 External Affairs The Committee feel that in all cases of the 
present type, the Ministry of Law should 
be consulted, at the initial stages so as 
to avoid complications later. The Com- 
mittee would like to be informed of the 
final disposal of plots which could not be 
utilised for the purpose for which they 
were purchased. 

34 37 Do. The Cornrnittee feel that proper lists and 
stock registers should have been main- 
tained when the furniture was originally 
received and also when it was transferred 
to another place. Kon-maintenance of 
such rcgistrrs shows laxity on the part of 
supm-isory officers. They would reiterate 
their rccommcndation in para 65 of their 
Forty-Sccond Rcport (Second Lok Sabha) 
and desire that thc hlinistry of External 
Affairs should take steps to satisfy itself 
that at least now stock rcgistcrs for furni- 
rurc ctc. are maintained by all the Indian 
Alissions abroad and that the stocks are 
verificd physically at regular intervals 
m d  reconciled. 

35 38 Do. 'The Committee are unhappy to note that 
in spite of the fact that complete and 
detailed instructions with regard to main- 
tenance of accounts had already been 
issued by the Ministry of External Wairs, 
some of the Missions did not observe 
them. They would like the Ministry 
to enjoin upon the Missions the importance 
of strictly observing such instructions. 



36 39 External Affairs The Committee take a serious note of the 
disregard of the financial rules by officers 
in high position who are expected to set 

\ examples in such matters for other staff. 
They hope that the Ministry will take 
suitable measures to avoid a recurrence 
of such cases in future. 

37 40 Do. The Committee are perturbed over the 
negligence on the part of the supervisory 
officers in not exercising proper checks 
and taking things for granted which faci- 
litated the embezzlement. They regret 
to note that there has been some delay 
in finalising action against the delinquent 
officers. The Committee recommend that 
a thorough investigation of this case 
should be made, responsibility fixed and 
suitable action taken against the delinquent 
officials. The Committee would also like 
to be apprised of the results of this in- 
vestigation. 

38 41 Do. The Committee would like to observe that 
if prompt and adequate action had been 
takn when Audit pointed out bad state 
of accounts of the consular section in 
November 1958, this subsequent em- 
bczzlemcnt could haw perhaps been avoid- 
ed. The Ministry should examine this 
asplct of the case also. The Comrnittce 
would also like the case against the super- 
visory officer to be decided expeditiously 
and the Committee be apprised of the 
same. 

39 42 Do. The Committee arc unhappy to note that 
in this case also, the supervisory officers 
have failed to discharge their duties 
efficiently and vigilantly. They hope that 
the supervisory officers will come up to 
exp~ctations and streamline the working 
of the various Indian Missions abroad. 

They 
that action against the super- 

visory o cers concerned would be com- 
pleted soon and the Committee apprised 
of the same. 



40 43 External 
Affairs. 

41 44 S.R. & C.A. 
Finance. 

qz 45 Finance . 

43 q6 Finance . 

The Committee are surprised to note that 
although the Ministry got the information 
about this case as early as December 1960, 
they informed the Accountant General, 
Central Revenues, only in February 1962, 
and that the explanation of the supervisory 
officer was also called for as late as Febru- 
ary 1962. They hope that action against 
the defaulting officers for the irregularities 
and lapses in this case will be completed 
early and they will be informed about it 
in due course. 

The Committee take a serious view of the 
lapse on the part of the Ministry 
of Scientific Research & Cultural Mdrs 
in not having taken the specific approval 
of Parliament for interest free loans by a 
supplementary grant during the year 
1960-61 ; for, this involved a contravention 
of an important principle of Parlia- 
mentary Control over expenditure. They 
desire that the Ministry of Finance should 
issue necessary instructions to all the 
Ministries to prevent recurrence of such 
cases. 

. The Committee feel concerned to note 
that the requisite statements have yet 
to be received in respect of more than 
three-fourths of the provisional payments 
made to the various States under the 
scheme for raising emoluments of State 
Government low-paid employees. They 
desire that the Ministry of Finance should 
take vigorous steps to expcditc the final 
adjusrment of the provisional paymznts. 
If delay in submission of the information 
by the State Governments is due to 
difficulties in procedure, this should be 
simplified in consultation with the Comp- 
troller & Auditor General. The 
Committee would like to be informed in 
due course of the progress made in making 
adjustments. 

(i) The Committee feel concerned over 
delays in finalisation of nsion and Pro- 
vident Fund cases, wgch are mainly 



attributable to non-submission of papers 
to Audit in time, incomplete records 
and protracted correspondence over making 
clarifications. I t  is regrettable that even 
in the Ministry of Finance about 60% 
of pension cases (i.e. 367 out of 621) were 
not forwarded to Audit in 1960-61 before 
the retirement of the officers, even though, 
according to the Ministry's own orders, 
necessary papers are required to be pre- 
pared and submitted to Audit one year 
before the date of retirement. 

Finance . . (ii) The Committee were assured that the 
procedure regarding finalisation of pension 
and Provident Fund final paymcnt cases 
was kept under constant review and 
instructions were issued from time to 
time for the expeditious finalisation of 
cases. The Committee desirc that serious 
notice should be takcn of disregard of 
these instructions. I t  should bc parti- 
cularly cnsured that scrvice documents 
of officers are kept up-to-date to avoid 
difficulties at the time of rctiremcnt. It 
is needless to over-emphasize that Gov- 
ernment should aim at avoiding financial 
hardship to pcnsioncrs, and their de- 
pendants resulting from delays in settle- 
ment of their cases. 

44 47 Finance . . The Committee would like to be apprised 
in due course of the results of the arrange- 
ments for watching the proper exercise 
of financial powers delegated to subordinate 
authorities, introduced under the insuuc- 
tions issued by the Ministry of Finance on 
26th October, 1962. 

45 48 Food & While appreciating the difficulties owing 
Agriculture to which there had been shortfall of 
(Deptt. of revenue the Committee hope that all 
Amculture). possible steps will be taken to improve 

the financial working of the brood lac 
farms so that revenue could be increased 
to  the extent possible. 

46 49 Do.' The Committee are not satisfied with the 
explanation furnished to them for the 



delay extending over some years in pre- 
paration of estimates and construction 
of the godown which was intended to  be 
completed in 1958-59. They recom- 
mend that plans and estimates should be 
prepared and finally approved before 
schemes are taken up for execution. 
They would like to be informed as soon 
as the construction of the godown is 
completed. 

47 50 Food & The Committee are not convinced by the 
Agriculture 
(Deptt. of' 
Food & 
Agriculture). 

Ministry of 
Transport & 
Communications 
(Deptt. of 
Transport). 

48 51 Food & 
Agriculture 
(Deptt. o f  
Agriculture). 

arguments advanced by the Minist* for 
the extra expenditure on freight. In 
their opinion, the extra expenditure 
could have been avoided,ifin the 
shipping contract itself alternative ports 
had been mentioned or suitability of the 
port for discharge of the cargo in this 
case was decided in advance of the arrival 
of the ship. I t  is unfortunate that cases 
of extra expenditure incurred on diversion 
of ships are occurring year after year 
either under the Departmcnt of Food 
or under the Department of Agriculture 
as would be clear from paras 36-38 of 
25th Report Vol. I1 (1959-60) and paras 
96-97 of 34th Report (1960-61) of the 
Public Accounts Committee. The Com- 
mittee desire that suitable instructions 
should be issued in this matter in con- 
sultation with the Ahistry of Transport 
and Communications (Department of 
Trnspon)  and any contravcntion thereof 
resulting in avoidable expenditure suitably 
dealt with. 

(i) The disclosures regarding World Agi-  
culture Fair (1962) made in evidence and 
in the note furnished by the h k i s t r y  
of KVI:.H.m. at the instance of the Com- 
mittee are revealing. In the opinion of 

Works, Housing the Committee, the entire transaction 
& Rehubili- resulting in the Government dues of 
tation. over 30 lakhs of rupees remaining un- 

recovered was vitiated from the very 
beginning by the fact that the then Minister 



of Agriculture who was Chainnan 
of.the Bharat Krishak Samaj made verbal 
commitments which were not redeemed 
by the Samaj. 

Food & (iq Apart from the highly irregular way in 
Agriculture which the whole matter has been dealt 
(Depn. of with, the Committee find the followhg 
Agriculture) objectionable features : 

Works, Housing (a) No written agreement was obtained 
& Rehabs- from the party before allowing them 
tation. possession of the grounds and land 

etc. 

(6) No advance or security was taken 
from the party. 

(c) There was no serious attempt to 
stop the Samaj from going ahead 
with the Exhibition in order to make 
them execute the Agreement. 

(d) Departments of Government and Gov- 
ernment Corporations were not caution- 
ed that no payments should be made 
to the Fair authorities pending the 
execution of an agreement with them. 

(e) No enquiry appears to have been 
made about the credentials of the 
Samaj before entering into negotia- 
tions with them presumably on the 
ground that the President of the Samaj 
was then the Minister of Agriculture. 

Although the Fair had ultimately made 
a huge profit, Government gave a grant 
of Rs. 2 lakhs to the Samaj at the 
instance of the Minister of Agriculture 
who himself put up a note to the 
Minister of Revenue and Civil Expen- 
diture on this behalf. 

(g) The Samaj, a private body, was 
allowed the occupation of a room 
in the Government building in which 
the Ministry of Agriculture was located 
free of rent. 



Food & Agricul- 
ture (Deptt. of 
Agriculture) 
W.H. & R. 
Finance 
All other 
Ministries. 

Food & 
Agriculture 
(De~ t t .  of 
hgrkdture) 
W.H. & R. 
Finance. 

Do. 

3 52 Food & 
Agriculture 
(Deptt. of 
Agriculture). 

50 53 Food & 
Agriculture 
(Deptt. of 
Food). 

(iiz') The Comminee recommend that 
in cases where financial assistance is to 
be given to societies or organisations 
which resort to profit making, it should 
be in the form of loans and not grants. 

( iv) The Committee desire that the entire 
question of financial transactions with 
the World Agriculture Fair should be 
looked into by the Government as it 
involves important principles which 
are of vital interest to the proper working 
of the Government. It would be advisable 
for the Government to lay down certain 
broad and healthy conventions and for- 
malities to be observed by persons holding 
high official position when they are either 
participants or patrons of non-&cia1 
organisations which have any financial 
dealings with the Government. 

(v) The Committee would also like to be 
informed about the recovery of Govern- 
ment dues from the Bharat Krishak 
Samaj. 

The Committee suggest that early steps 
should be taken to increase the throughout 
under the Delhi Milk Supply Scheme, 
as originally envisaged, so that the scheme 
works on 'No profit, No loss basis', as 
intended by Govemment. 

Th* Committee would like to watch the 
results of the action taken to ensure timely 
preparation and reconciliation of Accounts 
of the State Trading Schemes 
regarding purchase of foodgains. They 
need hardly impress upon the Ministry 
the importance of timely preparation and 
reconciliation of accounts. They hope 
that these accounts will soon be brought 
up-to-date. The Committee would like 
the hlinistry to take suitable measures to 
eliminate such delays in the preparation 
of pro fonna accounts in future. 



54 Food & The Committee would like the Ministry to  
Agriculture complete the investigations into the various 
(Deptt. of' transit losses incurred during 1959-60 
Food). (amounting to Rs. I .o5 crores) at an early 

date. They desire that suitable steps 
be taken to reduce the period taken in the 
investigation of losses. 

55 Food& The Committee would like to see the arrears 
Agriculture referred to in this para cleared at an early 
(Deptt. of date. They also desire that the accounting 
Food). of the Bombay Region for the period from 

1954-55 to 1958 should be set right, reasons. 
for the confused state of affairs investi- 
gated, and responsibility fixed. 

56 Food& The Committee desire that further steps 
Agriculture should be taken to reduce the losses of 
(Deptt. of foodgrains at various stages of transit so 
Food). that the overall losses are reduced to the 

minimum. They would also like the 
cases of losses to be cleared as early as 
possible. 

57 Food & (z] The Committee are not satisfied with 
Agriculture the position regarding clearance of food- 
(Deptt. of grains at ports as it exists at yrcsent. 
Food) Since most of the losses occur in the case ----- of bulk grain, the Committee would like 
Transport & the AIinistry to take up the matter with 
Communications I he Port Trusts concerned about their 
(Deptt. of responsibility in the matter so that these 
Transport). losses could be avoided to the extent 

possible. 

Food & (ii) The duties entrusted to the tally clerks 
Agriculture and justification for their retcntion should 
(Deptt. of '  also be carefully examined. 
Food). 

55 58 Food & The Committee are glad to know that a 
Agriculture programme for the construction of godowns 
(Deprt. o f  for storage of foodgrains in the Third Plan 
Food). has been made. They hope that this 

programme will be implemented as schedul- 
ed, and that losses due to defective and 
inadequate storage would be eliminated 
as a result thereof. 



Food & 
Agriculture 
(Deptt. of' 
Food). 

Do. 

Do. 

Health , 

Home Affairs ' . 

The Committee would like the ~ i n i s k y  
to settle the accounts with the West 
Bengal Government, in respect of advances 

made to that Government for the purchase 
of foodgrains, at an early date. 

The Committee would like the Ministry 
to keep a very close watch on the expendi- 
ture on demurrage so that it might be 
kept to the minimum. 

The Committee recommend that the 
investigations into this case should be 
completed quickly and responsibility fixed 
for the serious lapses in this case. They 
further recommend that in future every 
case of shortage should be investigated 
and responsibility fixed on the defaulting 
officer instead of adjusting the same 
against any excess discovered. 

The Committee observe that the officer 
concerned in this case served Government 
for a period of only three months after 
return from the study leave, as against 
at least three years' service under Govern- 
ment, stipulated by the Rules. The Com- 
mittee note the Ministry's promise to 
allow leave to the officer at any time after 
July, 1954. They, however, feel that the 
promise should have been made 'subject 
to admissibility under the Rules'. During 
the course of evidence the Committee 
were assured by the Secretary, hlinistry 
9f Health, that no relaxation of these 
rules would be allowed in future. The  
Committee trust that the Ministry will 
keep this assurance. 

(13 The Committee are not convinced of 
the reasons advanced in the instances 
of irregularities referred to in this para 
There was firstly a serious failure to 
observe the prescribed rules for the hand- 
ling of cash. I t  is unfortunate that the 
cashier who should have been well up 
in such matters acted in contravention 
d rhe rules. Secondly, there was no 
periodical check of the amounts which 



remained undisbursed nor were the 
accounts ever checked. All these go to 
show that there was also a failure on the 
part of the supervisory officers whose 
primary duty it was to ensure compliance 
with the rules. I n  the opinion of the 
Committee, mere issue of instructions 
in monetary matters is not enough; it 
is necessary to ensure that rules and 

instructions extant are actually followed 
in practice and any breach thereof is 
suitably punished. 

Finance . (ii) The Committee are also not happy that 
large amounts of cash were entrusted 
to low paid employees for disbursement. 
They would like the Ministry of Finance 
to examine this matter and issue necessary 
instructions on the subject so that such 
cases do not recur. 

Home Affairs (i) The Committee regret to note that in 
this case also there was breach of the 
prescribed rules. It was irregular from 
the very beginning on the part of officials 
concerned to have the money kept after the 
close of the year instead of returning it 
to the Treasury. I t  is unfortunate that 
officials dealing with cash and money 
should show such disregard of financial 
rules. 

(ii) The Committee trust that the rules 
prescribed for ensuring responsibility for 
correct accountal of money handled by 
individual officers would not be contra- 
vened in future. 

Finance (iii) The Committee are surprised that - no acknowledgements had becn kept on 
Home Affairs record for the moneys advanced. They 

desire that strict ordcrs should be issued 
for following the rules properly. 

(iv) The Committee were informed that 
to avoid recurrence of such cases, instruc- 
tions had been issued providing for sub- 
mission of certain returns to ensure that 
proper inspections were carried out by 
various officers as prescribed under the 



rules. Further, .previously the work of 
the Nazarat was in charge of officers who 
had to perform both administrative 
and judicial functions. These two func- 
tions had since been separated and the 
Deputy Collector in-charge of Nazarat 
would not be entrusted with any judicial 
or other duties so that the responsibility 
could be squarely fixed on him. The 
Committee trust that with the measures 
now taken, such cases would not recur. 

Home Affairs . (v) In a number of cases, payee's acknow- 
ledgements were not available for pay- 
ments shown in the cash book, while in 
some other cases, the dates of payments 
shown in the cash book differed from the 
dates shown in the acknowledgements. 
The Committee desire that steps should be 
taken to prevent such irregularities in 
future. 

(vi) The Committee may be apprised of 
the realisation of the outstanding rent 
when effected from the allottees of the 
chambers in the court compound at 
Kashmere Gate, when effected. 

(vii) The Committee trust that the types of 
irregularities referred to in this sub- 
para will not recur. 

(viii) The Committee are unhappy to note 
the unsatisfactory state of affairs in regard 
to financial matters in the office of the 
Dcputy Commissioner, Delhi. The 
officers and staff failed in their duty, 
showed considerable negligence and in- 
dulgcd in breach of rules which was fa- 
cilitated by the lack of adequate super- 
vision. The Committee hope that special 
steps will be taken to ensure ighter 
supervisory control and better under- 
standing of the rules so that such irregu- 
larities especially in money matters are 
not repeated in future. 

62 65 Home Affairs . While appreciating the difficulties caused 
by the abnormal situation created in the 
wake of partition, the Committee cannot 



regard it as a valid justification for the 
various lapses on the part of the officials 
concerned with the Malkhana accounts, 
which went on unabated, for such a long 
time. They also consider it unfortunate 
that for the guidancz of the auctioning 
officers no proper evaluation of the pro- 
pxty  to bz auctioned was done. In 
regard to the sale of guns, revolvers etc. 
to er ta in  persons occupying high position 
at very low price without auction, the Com- 
mittec were given to understand that this 
was an old legacy which had continued 
since the British days. The Committee 
suggzst that such practiczs which would 
givc an impression of spxially favoured 
treatment to pmons occupying high posi- 
tions should bc stopp-d forthwith. 

The Committee also dcsire that early steps 
be takcn to set matters right and to fina- 
lise departmental action against the 
officials rcsponsiblc for the various irre- 
gularities cnumerated above. 

Home Affairs . (i) The Committee feel unhappy over the 
manner in which this case had been dealt 
with. The revision of rate of royalty 
was deferred on the ground that a scheme 
for forming a Central Cooperative So- 
ciety was under examination. But this 
scheme fell through. It is not under- 
stood, thcrefore, why, when the large 
margin of profit carncd by the nlerchants 
was known, steps were not taken earlier 
to revive the rate of royalty so that the 
benefit could go to the tillers of the 
soil. 

(ii) The Committee also recommend that 
while giving evidence, the representatives 
of the Ministry should come fully prepared 
and furnish complete information to the 
Committee as far as possible. They 
would reiterate the recommendations 
made in Para 72 of their First Report 
(1951-52) 

6 4  67 Do. . The Committee desire that such action as 
the award of contract and the issue of 
cloth to contractor without obtaining the 
security deposit which was contrary to 



65 68 Home: Affairs . 

66 69 Do. 

70 Information and 
Braa lca iting 
F,G& 2 

fimncial rub, should not bz rp:atmA 
Th-y mly b? inf0rm.d of th- arnwlt of 
loss incurrnd and the amount rccov~nd 
fro= the surety. 

Ths C~nn i t t2e  regr~t  to note that t k  d+ 
falcxion of s-curity d p x i t s  ha1 b ? x  
going on' uwh-ck:d in th: Polic: Otc:  
for a p?riod of six moahs. Wlile 
thz Cornmitt= are glad that th.: d:f:ctive 
system had b:en rxn:di:d, th-y would 
lik? to b: infomcd about th: final out- 
come of the case. 

Th? Connitt2e are sorry to not? th.: C?E- 
1-ss mannzr in which a r~p31sibl: 0ffic3 
lik? th: T:hsillar act:d in this clso. 
It is also surprising that th: su;pmion 
of the offic :r was not notifi :d by th- Gov- 
ernm-nt for the informati03 of th- public 
They ncornm md that s xious vizw should 
b: tak :n of such n?glig:nt acts and suit- 
abl? disciplinary action tak:n against the 
d-linqu-nt officxs. 

The C s n n i n x  find no justification for 
sp :nJi.~g m m  :y 01 c x:m> l id  fu?ctiols 
lik: thz inaguration of Gavxnm :nt B~ild- 
ing; and Proj xts, espxially in thz 
p r x n t  jilxtur:, aad hop: that exp:n&- 
tur: 01 this account wo~1.i b: substmt- 
ially c~rtai1:d if not altog:th x avoi;i:d 
Th Ca.nsitt:e undxstanci that und:r the 
d-1;gatiol of fi.aancial powxs rxmt ly  
mad: by the Financ: Muistry, th: Al- 
ministrative Ministries hav: bxn giv:n 
full paw-rs to incx  exp :nf tur: 03 this 
accout. Ta: C a s n i t t x  ar.: of th.: vi-llr 
that it wo~1.I b: advisablz to b p s :  a 
suitabl: c-iling b:yoad which no ex- 
pmiirure should b.: incurrcd 03 such 
c-r~rno~ial  occasions.* 



68 71 I~fomat ion  & While it is for Government to decide whether 
Broadcasting. the All India Radio should continue 

fo  be treated as a commercial otganisatioh 
or not the Committee would like the 
Ministry to devise ways and means through 
which the losses at present suffcred by 
the All India Radio a u l d  be reduced 
to the minimum extent possible. They 
fcel that by sccuring morc advertis-ments 
for the Radio journals, by increasing their 
sap and by further reducing the distri- 
bution of complimentary copics of the 
journals, this aim could be achieved to 
some txtcnt. In this conncction they 
would like the Ministry to examine the . 
sp cia1 and attractive f~aturcs in the 
B ngali journal which is paying its way, 
so that those could be introduced 
with suitable modifications, wht re nt c e s  
sary, in other journals so as to boost up 
t h i r  sale. 

69 72 Irrigation and (9 The Committee feel conwmcd at the de- 
Powtr lay in according a distinct 1 gal entity to 
Financ: +h Cer-tral Board of Irrigation and Power. 

As pointcd out in para 25 of this R port, 
givitg of grants to the Board so long as it 
was not tndowed with such an entity, 
was not only ccnstitutionally irrrgular 
but also fraught with risk in cascs of 
d fault. The Committee, thcrcforc, dcsire 
that thc nccdful should be done without 
any further dclay. 

(ii) The Committee desired to bc furnished 
with a d tai1.d not? stating, inter alia, 
the constitution, functions and activities 
of the Board ; the proctdurc for incur- 
ring cxp ?nditure and the arrangcmcnts 
for maintcnanc.: of accounts and audit 
th t r~of .  This is still awaitcd. The 
Cornmittce, woula, therefore, dcfer their 
comments on this aspct  of the matter 
till the requisite information is received 
from the Ministry. lrjd 

70 73 Irrigation & The rtasons mentioned in the Auditor'r 
Powcr. Rc port for thc low margin of profit (0.9%) 

dur11.g 1960-61, as against the tstimated 



profit of 5 to 54% are a matter of ooa- 
cern. The Committee suggest that tht 
mattrr should be careWly examined by 
the Ministry with a view to taking suitable 
remedial measures. The Committee hope 
that the Corporation will succeed in 
showing bcttt r financial results in future 
as assured by their rcptesentatives. 

71 74 Irrigation & (i) In evidence, the Committee desired to 
Power. know the reasons for not accepting in 

toto their rccommendation regarding the 
introduction of Administrative Audit 
systcm in the Centrally-financd projects. 
The S crctary, Ministry of Irrigation 
and Powcr, promised to furnish a note 
to thc Committee, in the light of the com- 
mt nts rrcLivid from the various project 
authoritics. This is still awaited. 

(ii) It has all along b x n  the concern of the 
Public Accounts Committee that lagc 
funds providcd by Central Government 
for the cxicution of Rivcr Vallcy Projccts 
should be sp:nt not only in accordance 
with the t c  rrns of the sanction, but also 
in the most economical and tfficient 
manmr. Itwas withthisendinviewthat 
the Public Accounts Committee have 
rc p atcdly urgtd for an early introduction 
of t h ~  Administrative Audit systtm in 
th.: C ntrally-financd proji cts. The 
Comrnittce, ~ O W L V C ~ ,  r e p t  to observe 
that though the systcm was considered 
highly desirable by the Ministry of Irri- 
gation and Powtr, it had not ytt been 
introducr d in roro in any of the Gntrally- 
finarGd proj cts. The Commintx re- 
itcratc thc ir vit ws regarding the need for 
en t arly introduction of thc systcin in the 
klojl cts, on thc lints of thc Cbitf Tcchni- 

Exzmincr'. Organisation in the C.P. 
F.D.y at the G ntre. This nannmcndo- 
tlbn asrtmcs sddc d in;portar.ce in vkw 
01 thc iollowirg observation of the Third 
Eir i r cc Ccn mission aftcr dttailcd 

examination of the financial workiag 
of multipurpose river m k y  and other 
irrigatim proj~cts : 
"'CK r crc dirqpcintcd to find thrt in 8 

-- t~rrber  oi cascs the rrturns rue in- 



sufficient to meet even the working 
expc nses and in the majority of case- 
insufEcicnt to cover the additional in- 
cidtnce of interrst liability". 

71 75 Labour and While the Committee appreciate the need 
Einployment for opening more local offices for the con- 

venience of workers, they feel that the 
percentage of administrative expenses to  
total expenditure (14 .2~  for 1960-61) is on 
the high side, particularly, when it is 
remembered that about 40% of the tc.tal 
expenditure of the Employees' State In- 
surance Corporation comprises pavments 
to State Govemments on account of Cor- 
poration's share of expenses on medicd 
care. ' The Committee trust that the 
matter will be kept under constant review 
with a view to effecting maximum possible 
economy in establishment charges, without 
any detriment to the amenities provided 
to the employees. 

73 76 SD The Committee feel concerned at the extent 
of unspent kalances lying with the Em- 
ployees' State Insurance Corporation fRs. 
20.42 crores on 31st March, 1961). While 
the Cammittee are qlad to he assured of the 
Corporation's anxiety in the matter, they 
observe that the pace of utilisation has, 
bi~hertofore. been painfully slow. The  
Committee desire that erkctive steps should 
be taken to ensure maximum utilkation of 

. the f a d s  for the purposes intended in 
the Act. 

The  Cmvnittee regret to observe that due to 
non-implementation of the scheme, as 
per agreed arrangements, bulk of the 
expenditure incurred by the Employees' 
State Insurance Corporation on setting up 
local offices in the Reeion has become in- 
fructuous. The  Committee trust that the 
Comr3tion will benefit tiom its experience 
in the present case, and he more careful 
while setting up such ohces in future. 

75 78 3, Whik the Committee are glad to be infcrmcd 
that the amount of outs tdings  <it i t  to the 
tmpltryees' State hsurance C o r p o d a n  



on account of mtributions has consider- 
ably come down, they observe that the 
amount still remaining co t e  recovered ir 
quire .im~'e. They des ix  t h t  f i ~ f l f : ~ ~  
etforts should be made by the Corporation 
to ensure expeditious recovery of thir, 
amount. They further desire the COP 
poration to examine tkc feasibility of ra 
viewing the existing procedure for ra 
co rery, wi h a view to obviating the a e  
curnuletion of such havy outst8nding 
in future. 

76 79 Labour & Em- The Committee feel concerned to obsem 
ployma t that while the amenities provided to the 

mica miners are far from adequate, rhe 
funds collected by the levy of the cess with 
the avowed object of financing schema . 
for their welfare remiun largely unutiliscd 
The fact that during the last sixteen yean, 
the Mica Mines Labour Welfare Organic* 
tion has been in existence,.only a few houses 
should have been constructed indicater 
that the Organisation has nct attended to 
the problem with the zeal expected of a 
welfare organisation. The Committea 
would, in this connection, invite anention 
to para 17 cf their Twentieth Report 
(Second Lok Sabha) on the working of tho 
Coal Mines Labour Welfare Fund 
wherein they observed : "If earmarked 
funds are not being properly utilised 
for the purpose underlying the levy 
otVer a period cf years, the Committee 
fc1 that the continanace of the levy will 
be lookxl upon a i  an unnecessary burden 
by t1.e tar-payer". The Committee trust 
that h e  Al~njstry and rhe Organisa~on wiil 
ac'd tss themselves to the matter with s 
view to ensuring the maximum utilisation d 
the funds for the purposes intmded in 
the Act. 

Lutxiut md ( i )  As regards adon taken against the s q c w  * Employmeat, visory officer, the Committee were in- 
formed that the disciplinary autkoritp 
concerned had issued only a waming to 



these officers. This was, however, rm 
considered adequate by the Ministry and 
the matter was under review. The Com- 
&tee would like to have a final report in 
the matter. 

(ii) The Committee regret the delay in 
finalising departmental proceedings in 
case. They hardly consider it necessary 
to point out that such delays are not in the 
financial interests of the State as they in- 
volve in some casts payment of avoidable 
subsisteqce allowance to delinquent ofiicials. 
The Committee trust that care will, 
henceforth, be taken by the Ministry af 
Labour and Enployment to ensure ex* 
ditious disposal of disciplinary proceedings. 

78 z81 2 Scientific Re The Committee observe that the maps sold 
search & Cul- to the general public constitute a small 
turd Affairs. proportion of the total number of maps 

issued by the Map Record & Issue Office, 
Dehra Dun. The Committee, therefore, 
suggest that the question of fixing ad hm 
prices of these maps and thereby effecting 
economies in the maintenance of cost ac- 
counting staff for determining the cost of 
these maps, may be urgently examined by 
the Ministry. #&The extent of savings in 
annual recurring expenditure as a result of 
this measure may; be intimated to the 
Committee. 

79 82 Sci~ntific Re- (a> While the Committee do not, in any way, 
search & Cultu- minirnise the utility of the work done 
tral Affairs. by the Natural Research Developrn%t 

Corporation, the question that has all 
along exercised their mind is whether 
there is need for a separate organisation 
to do this work-much less an organisa- 
tion run on commercial lines. The 
Committee urge that a decision regarding 
the future constitution, scope and func- 
tions of the Corporation should be 
taken without any further delay. 

fii) During the course of evidenct, the 
Committee were informed that an expm 
committee wan being appointed to examine 
the question of the constitution and wor- 
king of the Corporation. The Committee 
would like the Ministry to d m ,  
whether in cases of this typc, it was neces- 

-- -- 



sary to appoint an exp" committee, 
involving considerable time and erpen- 
diture. 

430 83 Scientific Re- The Comqittee regret to observe that the 
search & Cul- plant purchased by the Cmtral Food 
turd Affairs. Tccbnological Research Institute, Mysore 

at a cost of Rs. 2 lakhs for largz-scde 
manufacture of Tapioca Macaroni has 
not been utilised for the intended purpose 
since January, 1961. The Committee 
desire that efforts should be made for the 
maximum utilisation of the plant, failing 
which steps should be taken for its dis- 
posal. 

8 1  84 Do. The Committee would like to bz informod 
when the full recovery of th: amount due 
from the firm in qu-stio3 is effxtld. 

& 85 Steel& Heavy 
Industries(De- 
ptt. of Iron 
81 Steel) Fi- 
.nance/Law. 

The Committee observe that with the gra- 
dual growth of the steel industry in the 
country, fall in imports and decline in 
world pr ies  of certain categories of steel, 
credits to the Iron and Steel Equalisation 
Fund now far exceed debits thercto ; and 
only a part of the accruals is now spent 
on ensuring uniformity in steel pr ics  in 
the country-the purpose for which the 
Fund was created. This has resulted in 
accumulation of heavy unsp2nt balanca. 
The balances are likely to inaease~further 
with the full utilisation of the installed cap- 
city of the existing steel plants and setting 
up of ncw ones. It has been stated by Go- 
vernment that the Steel Equalisation Fund 
will be one of the important sources of 
revenue for the Third Five Year Plan. 
While the Committee appreciate the need 
for tapping all possibl:: sources for finan- 
cing the Plan, they do not consider it 
correct in principle that a Fund kcpt out- 
side the Consolidated Fund of India for the 
sp~cific purpose of equalising prices, 
and opzrated by a D:partmcntal OBcer 
through a Personal L~dger  Account in 
thc Reserve Binlr should scrve as a 
mcdium for accucnulating larg: surplus 
funds by the fixation of selling pric-.s at a 
lev4 higher than necessary for the real -- 
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Furpose of the Furd. Furthcr, undue 
dt 1~ ys in rc ccvr rir p outster Cir FS due t o  
the Fund 8s elso lorgstardirg diff vfc-8 
with thc r r ~ i n  yroC:~.c( rs irdicate t k .~t  the 
working of thf Fund is cot quite satisfao 
tory. The Cormnittee would, thc rc for?, 
like thc Ministry of Strr 1 & H avy Indus- 
trir s to  c xzminr, in consultation with the 
Ministric s of Fir-er cc and Law, whc thcr 
the time has t o t  come to make a thorough 
rt vi, w of the ccnstitution, scope and 
working of the Fund. 

83 86 Stccl & H r ~ v y  (;I W i l r  tkr Crrrn-ittrr rotr that the out- 
I~dustrics ( -  strr cir ps c'uc to thc Fund from 'sundq 
rarment of Iron dc btors' may cow bc larg ly off-sc t by the 
& Stul) {Iron & count r-claims prf f rr d by the main 
Stt (1  Control- produc'rs (bulk of which are of a rc c n t  
1, r's Organisa- origin), thc y canr ot ht lp c xprl ssing 
tion. rf grt t at thc fcilurc of thc Iron & S ~ L  ~l 

Control Orgzr.i~~tion to ( ff ct timl ly rc- 
covrry of lor Fstcrcirg iuc s to thc Fund. 
Thc y obsc rvc in this rc gard that though 
the Schc me had bt t n in op ration sicce 
1943, nc c stmy st ps to r, concile di- 
ff rirm s bc ~ U I  I n t1.c figure s as shown in 
the books of the Orga~~isation and those 
stown in the r( corus of the main p r o a -  
c.rs sir-cc thc inc ption of the Sch me 
had bc t n ir-itictl a or.ly n c ntly. The 
Committcc dt sirc t l s t  thc nxttc r st.ould 
bc firialiscd ait tout ar.y further dday. 

(ii) In  tvidt rcc, thc Committee wt re in- 
io~mt  d 11 st an arrnr g mt fit had b. c n 
n tat n1tll 11:CG tccol~ir  g t o ~ k i c h  the 
C c n ~ : r y  l . : ~ ~ p r c t ~ l o p a y a s u m o f K s .  
t o  L A 1  s pc r n.onth, s ~ b i  ct to a~jus t -  
FA r t s  lo bc n lit( r on. A sin,~lnr 
u r L l  E I  n.1 I t \his t k o  ~ . E U L  with 112CO 
%lo,  ~ C U Q V ~ I ,  L ~ : C G X ~ I I L I ~  t1.c ~ ~ ; L I , c L '  
a i t ~  r somc timi., 'I h~ Committcc u( sire 
that thc matt( r d .o~ld  &gain b, taki n up  
with thc Con.par~y, with ti vicw to obvla- 
tii+g ar y I U L ~ L  r tccut la t ion of o ~ t -  
standir gs. lu y u o ~ l u  l i k ~  to have a 
h r t h r  ripoxt UA thc 1a;ltt.r. . 

84 87 Do. In t vidt r a, t h  Ccn ~ i t t c c  wcre inf0rrnc.d 
dmt L C L O X U ~ ~  to ttL 6g1~cm~l.l with 



MIS. TISCO & MIS. IISCO, interest 
on spccial advances and the rrrpay- 
mcnt of the principal amount was to be 
made out of an elcmcnt to be given to them 
in the price of stetl. As this t I( ment had 
not becn included in the cxisting price, 
the manner in which the interest could bs 
rc covcrcd was undc r c xamination of Go- 
vc mmc nt. The Committee would like 
to be informed of the dtcision taka in the 
mattcr. 

85 t?8 Stec 1 & Hravy While the Committee are glad to be informed 
Industrics (Dc- that the amount of outstandings on ac- 
1 artmr nt of Iron count of surcharge on imports had been 
& Stct l)/Iron & considc rably brought down, thc y are un- 
Stc cl Cor.tr01- able to spprc ciate why, in some cases, i t  
c r's Organisa- should not have bccn possiblc for the Iron 
tion. and Stct 1 Control Organisation to rc covet 

outstandirgs from irnportc rs cvc n three 
to four ycars aftt r thf y had fallen due, 
whc n, according to the Rul. s, the surchar- 
gc was rcquircd to bt- paid within 14 days 
of the issue of the final claim. The Com- 
mittee dcsire that tff ctive str ps should be 
tak-n to rccov~r the balance from the inr 
porti rs by the carlit st possiblc date. Thcy 
furthcr dcsire that thc timc-limit laid down 
undt r the Ru1.s should, hcnc forth, be 
strictly compli~d with. Thcy would in this 
connection, like thc Organisation to cxa- 
mine the f c  asibility of introducing the 
syst~ m of bank guarantees against n hich the 
d u  s from h p r t ~ r s  could be adjust~d well 
within time. 

86 89 Stecl & H-a\y (11 From the facts of the cas? as mentioned 
Industrics (Dc- in the Audit Rc port, the Cornmitt e arc 
prlment of L d to tht conclusion that the p rformance 
Lou & Stecl). of the firm in nlation to thcir contractual 

oblipnons bad betn highly unsatisfactory. 
Th. Cornmime furthcr obscrve that ai- 
though the firm had f a k d  to adhcre to the 
pr~scribcd tirnt-schcdule in 38 cases out 
of 42, cjaims for liquidated damagzs or 
taka kquiciatcd damaes had becn pre- 
f~rred only in five cam, and, even in 
these casrs, no rccovery had so far b:en 



aBected. The Committee cannot but 
regret the sluggish manner in whicb the 
Organisation had proceeded in the mamr 
of invoking the penal provisions of the 
contracts. This state of affairs, the Com- 
mittee would like to caution, might not 
only involve Government in heavy finan- 
cial losses, but also dislocate the planned 
programme of Government involvi 
use of contracted material. The ?!o= 
mittee, therefore, desire that special atten- 
tion should be paid by the Ministry of 
Steel & Heavy Industries to the matter 
with a view to ensuring that the interest of 
Government are not jeopardised in any 
way on account of any lapse or laxity on 
the part cf the Organisation. , 

:. --,.J. 

(ii) The Committee also consider it need- 
less to emphasise that before fresh cob 
tracts are awarded to a contractor, his 
past performance should invariably be 
taken into account and no preferential 
treatment should be given to any particular 
firm. 

(iii) The Committee desired to be furnished 
with a note giving the price contracted 
for, the prevalent price and that allowed 
to the firm at the time of granting each 
extension. This is still awaited. The 
Committee would defer their commente 
on this aspect of the case till the requisite 
information is received from the Ministry. 
Meanwhile, it is hoped that Government 
would look into this case. 

'87 90 ; Steel & Heavy Thc Committee are surprised at the manner 
Industries (De- in which the Iron and Steel Control 
partment of Iron Organisation had acted in this case. 
& Steel). They fail to understand why the Organisa- 

tion should have treatcd the part supply 
made by the firm up to September 1958 
as 'one made outside the contract' and 
fingone recovery of surcharge amcunting 
to Rs:'r -50 lakhs creditable to the Iron & 
Steel Equalisation Fund under the terms 
of the contract. Nor have the Committee 
been able to appreciate why the Organisa- 
tion should have taken five years to prdtr 



claim for liquidated dmagcs, after the 
last permissible date for shipment under 
the contract, as finally extended. The 
matter warrants investigation. The Com- 
mittee desire that v f g o r o ~  efforts should 
now be made to recover the liquidated 
damages from the firm. They would 
like to have a further report in tbt 
matter. 

8 8  91 Steel & Heavy (9 The Committee feel that it was irregular 
Industries (Do on the part of the Iron d Steel C o n p l  
parunmt of Iron Organisation to have stipulated payment 
& Steel)/I. & S. of subsidy on the material rolled in India 
Controller's' when, under the Iron 81 Steel (Control) 
Organisation. ' Order, 1956, no auch material was eligible 

for subsidy.' 
(ii] To cxamite the matter further, the 

Committee desired to be hrnished with 
the following information:- 
(a) What reasons were given by the firm 

for not producing documents rt 
garding cost of imported raw material 
and cost of conversion, as desired 
by the Ministry of Finance? 

(6) Was the delivery period adhered to 
by the firm in this case? 

This information is still awaited. The 
Committee would, therefore, defer their 
comments on this aspect of the case till 
the requisite information is received from 
the Ninistry. 

Do.! . The Committee are hardly satisfied nlth the 
explanation of the Ministry for not 
carrying out investigations into the lapses 
revealed in the Organisation's dealings 
with the firm. They would. in this c o p  
nection, like to point out that the idea 
underlying the recommendation of the 
Public Accounts Committee (1960-61) 
made in para 134 of their 34th Report wss 
that not only the then Controller but atso 
all other officers, who were responsible 
for the lapses revealed in the Organisation's 
dealings with the firm, should be s~itablp 
dealt with, so cases of the type did not 



recur. After going through the irregulari- 
ties revca:ed in this Audit para as also 
in paras 30 and 31 of Audit Report (Civil) 
1961, the Committee are now more than 
ever convinced of the need for such 
investigation. They, tkerefore, desire 
that early effect should be given to the 
afo,-esajd recommendation of the Public 
Accounts Committee (19-61). 

93 Steel & Heavy ( i )  The Committee are unhappy over the 
Industries (De- manner in which this caw ad teen handled 
parment of Iron by tke Iron and Steel Contrr 1 Orga i~?-  
& Stecl)/I. & S. tion. They otserve that altkovgh tt e clarl- 
Controller's ficatory letter fiom the indentor had been 
Organisation. received in the Organisation on the ~ 3 r d  

September, 1958, it did not reach the 
dealing Section till tt-e 29 h Septcmter, 
195%. This, in the opinion rf the Committee, 
betrayed not orly a lack of proper 
sense of urgency on the part of the c8icers 
who initially received the letter but also a 
lack of proper co-ordiration ketween the 
different sectiors of the Organisation. 

(ii) The Committee furtber observe that 
although the firm had delayed tl-e comple- 
tion of supplies t y  over 19 morths, the 
liquiiated damages for &lay in stpplies 
and consequential loss s~ffered by the 
consignee (amounting to a t  out Rs. 4 - 24 
lakhs) could nct t e  recovered frcm the 
firm as the contract tad teen entered into 
in the name of the President of India, 
whereas the loss had teen stffered t y  the 
State Government on whose tehalf the 
material was purchaxd. The Committee 
consick this lepal flaw in t te  Agreement 
as higl-.ly uniortunate. They would 
however, like to point out that d~hough 
in view of ttjs flaw, : i q ~  iLated i i m a ~ e s  
might not h:.ve t cen kpally rccoveratle 
from thc s~lppliers, tf-ey u ere, in accordanca 
with the spi~i t  of the Aglecment, morally 
bound to pay the damgcs. I t e  O~ganisa- 
tion shol~lci have, thcrcforc, taken up the 
matter with the firm, and used their 
influence to persuade them to pay the 
damages; failing which, the Oryarjsadon 



s\culd have considered the uesda d x stopping further dealings wi the firm 
for having resiled from a commitment. 

91 91 Steel & H23w ( i )  I? evidewe, the Committee were informed 
Irldustrles (De- that a suila'Ae procedure to be followed 
ptt. of It07 & in cases of the present type on the line 
Steel) 'I & S. followed by the DGS&D was now 
C~atr~ller 's  undtr consideration of the Organisadon. 
Orga lisation. The Committee desire that an early 

decision should be taken in the m a w .  
(ii) As regards the indentor's complaint 

that the firm had supplied mild steel, 
instead of steel of high tensile strength, 
it was stated that only one particular sir* 
of angles appeared to be defective wkich the 
suppliers were willing to replace. The 
Committee would like to have a further 
report in the matter. 

9 2  95 Do. ( i )  The Committee observe, that an additional 
payment of Rs. 4 - 34 lakhs was made by the 
indentors in this case on consideration8 
of ex-stockkx-jetty delivery. As, how- 
ever, the period nf actual supply in respect 
of more than 40% of the material ranged 
between 4 to 14 months, the object under- 
lying the additional payment was partly 
r:efwed. 

(ii) To examine the matter further, the 
Committee would like to be informed to 
what extent the delay in supply could be 
a:trit)ute-l to failure on the part of the 
in,.entor? to make timely transport arran- 
gements. 

( i )  W lile the Committee are glad to he 
atsurd that the settlement reached with 
the suppliers, according to which the 
Railways had been supplied, fret ofcost 
1,290 t c n s  of crossing sleeper bars, war 
quitc reasonable, the Committee cannot 
heln expressing regret at the defective 
inspcc-ia.1 by the India Stox Department, 
L.1 lhn. The Committee understand 
t h ~ .  the question of fixing responsibility 
f i~r  this lapse was under considerptioa 
The Committee would like to hove r 
further report in this matter. 



(ii) Another aspect of the matter which 
causes concern to the Cclrmittee : tbat 
in such a big contract, as the present one, 
involving an amount of Rs. 6 crorcs, the 
Iron & Steel Control Or~anjsaticn bad 
failed to take even the elementary safe- 
guard of providing for 'Warranty Clause9 
in the contract. They trust that the 
Organisation will be more careful, while 
entering into such contracts in future. 

<-a 

94 97 Works, Housing (a3 The Committee feel concerned to note 
& R~habilitation. that the unsatisfactory state of affairs of the 

Land and Dcvelopmcnt Office was allowed to 
prsist even though it was pointed out in sue 
cessive Audit Inspection Reports. If the Min- 
istry of Law had advised that the acceptan- 
ce of the dues would prejudice Govcnment 
casc in recovcring enhanced rents through 
a Court of Law, it is not clear how the 
acc ptanci: of chrques and kecping thun in 
the offic- indefinittly without crediting 
the amount to Govcrnmrnt would have 
saf guardcd Gom rment's position in 
any way. In  fact, it has now btcn stated 
that thc chrques have now bcen encashed or 
r~newcd without enhancing the rent or 
proc.xding against thc parties for brcach 
of the agrcc mc nts. Th( y would suggrst 
that a thorough dt paruncntal inquiry 
should bz undcrtakc n into thc workitg of 
this office so as to placc on a satisfactdry 
footir g the managc mcn t of Govc rr mint 

'prop rty rntrustcd to it and to fix rep 
ponsibility ibr past misrr,anagcmtnt. 

Do. (ii) The Committee would like to be informed 
of the final outcome of the cascs of non- 
r~covtry  of ducs mentioned in this para. 

* 
95 N 

b Do. (i') The Committee regret to observe that, 
d spite t h ~ i r  ob~ervatio~~~/suggestion~ h 
the earlier ylars, Governmmt have not 
been able to take suitable mcasurea to 
improve the position rt garding n covcr]r of 
arrcars of rt nt, t vi n though more than 
nine ycars have clapscd since thc matter 



was for the first time brought to tbeir 
notice oi& Audit Report, 1954. 

W.H. & R. (ii) The Gornmittee learnt in evidence that 
a committee was set up in September, 1961 
to enquire into the working of the Direo- 
torate of Estates and examine the accu- 
mulation of Large arrears of rent, but it 
did not function at all. They trust that 
the ntw committee which has since be- 
set up to simplify the procedure for re- 
covc ry of rtnt, will not meet with the same 
fate. Thiy  would like to be informed of 
the rc commendations of the committee 
and the action taken thereon. 

96 99 Do. The Committee are hardly satisfied with 
the c xplanation of the Ministry for loss of 
rc vt nue due to quarters remaining vacant. 
Many such cam resulting in loss of re- 
v~ nue due to Lack of sufficient co-orilina- 
tion brtween the Central Public W o h  
Dt partmcnt on the one side and the local 
bod;, s on the other have been reported to 
thc Committee during the last three years. 
In para 239 of thtir Forty-sccond Rcport 
(1962) thc Committee had expreascd dis- 
satisfaction and had obscrved that no 
dccision could be reached in that matter, 
c v ~ n  though more than two years had 
passcd. Thcy rcgret the casual manner 
in which this matter is being pursued by 
the Ministry. 

97 100 Do. The Committee rcgrct to observe that the 
schc mc was not prop-rly planned, other- 
wist with a small additional expenditure In 
the first instance a loss of revenue to the 
extcnt of Rs. 3.43 lakhs would hare been 
avoidcd. 

98 IOI Firsnce (i) The Committee propose to deal with the 
W. H. & R. gtnc ral qur stion of fixation of a limit OIB 

txp-nditure on works not included in the 
budg t estimates s~paratdy in a subsequent 
rc port. 

W. H. 81 R. (is] Thc Comaittee desired to be furnlsh;cd 
with a notc indicating- 
(i) Works for which specific approval of 

Parliament had been obtaimd ; and 



(ii) works which were n-vx mzntioned 
in the estiinates to Parliament. 

They r-pet to observe that the information 
is still awaited. 

The Committee are hardly satisfied with 
the cxplanation of the Ministry for not 
taking up works for which sp cific budg-t 
provisiy was made. In th ir opinion the 
instanc: rcf, rrcd to in this para clearly 
indicate that Parliament was approached 
for funds without prop r as sessm~nt of the 
progr-ss of works and tht ir needs. They 
trust that gr~atcr care would be extr- 
cis:d in future to obviate recurrence 
such cases. 

The Committee were informed that the 
numb r of outstanding cascs under arbitra- 
tion had becn rcduced from 373 to 264. 
A hop: was expressed that the position 
would improve further. The Committee 
would like to watch the r~sults through 
subscqu~nt Audit Ri port. 

In evident:, the Sncretary of the Ministry 
agreed to submit a summary of cas..s 
where th: Chicf Ti chnical Examiner 
had rl commended disciplinary action. 
The Coinmittee would, th .r-fore, await 
this information. Thf. y would also like 
to b,: inform d of the progr ss made in the 
finalisation of the remaining disciplinary 
cascs. 

The Committee regret that thly could no 
bz convinc d by the cxplanation of the 
Ministry for the time tak .n by thn C:ntral 
Public Works D. partmcnt in acc ptanc s of 
cass r.ported by the C%f T~chnical 

Examinu. In ord:r that the examination 
of works by the Chi~f  T chnical Examiner 
may hav,: the &:,sired obj ctiv-, it is n-c-a- 
sary t h ~ t  the obj ctions rais d by the organi- 
sation are heed,-d to promptly by the Worb 
D partment. In their rerli~r r\ ports (paras 
82 and 211 of 25th and 34th R ports, 
rtsp.ctively of S cond Lok Sabha), 
th.: Coamitt~e had d:sir:d that strict 
instructions should be issued to the C:ntra 



Public Works Department enjoining ex- 
peditious disposal of reports of the Chief 
Technical Examiner. The Committee re- 
gret to observz that the position indicated 
in the Audit Report is still far from satls- 
factory. They are also constrained fo 
observe that the Ministry have not in&- 
cated to them the action taken or proposed 
to be taken on this recommendation whlch 
was made as early as March, 1961. 

103 106 W. H. & R. As regards delay in taking disciplinary action 
in this case, the Chicf Engineer, Central 
Public Works Department, said that 
extant procedure was dilatory to some 
extent. The Secretary however assured 
the Cornmittec that he would try to evolve 
a method whereby such delays could be 
avoided. The Committec would like to 
bc informed of the rlmrdial measures , adopted to streamline tht prodcddure as 
well as the final action taken in this cases. 

104 107 W. H. & R. The Committcc rcgret to observe that this 
is another case of undue delay in taking 
disciplinary action against officials for 
serious l a p s .  Thcy would reiterate 
their earlicr recommcndation that de- 
partmental action, in order to be cffrctive 
should bc prompt. 

105 108 W. H. & R. The Cornmittcc fecl that this is a typical 
example of the casual manner in which 
the reports of the Chief Technical Exa- 
~piner are examincd by t h , ~  Works De- 
partment They desire that this case 
should be investigated with a view to 
finding out the reasons for the unduly long 
time (2-1i2 years) taken by the d ~ p m e n t  
in accepting the irregularity. 'They would 
also like to be informed whether depart- 
mental action had since b t ~ n  initiated 
against the officxs responsible for the 
losses. 

xo 6 log W. H. & R. The Committee regret to note that this is 
another case of delay of four years on the 
part of the Works Department in taking 



departmcntal action against officials res- 
ponsiblc for serious irregularities. They 
would like to watch the results and the 
action taken pursuant to the assurance 
givcn by the Sccrctary of the Ministry 
vide para 106 abovc. 

1a7 IIO W.H. & R. . The Committc: feel that the action of the 
Assistant lngineer in allowing the con- 
tractor to do thc work much in excess of 
thc limits prcscribcd by the Works Ad- 
visory Board was not proper. They 
trust that suitable instructions will be 
issucd to the erect that t h ~  officers in 
chargc oi'works do not excced thcir normal 
powcrs on the plt a of urgcncy. Bcsides, 
the qucstion of preparation of estimates 
also deserves to be examined further. As 
thtsr estimates form tl~: basis for dcter- 
mination of' tenders, it is imperative that 
they arc as precise as possible. 

108 111 Do. The Committcc feel that the time taken 
in thc scttlemcnt of the first casc regarding 
construction of Customs Block of the 
Bombay Airport is rather excessive. They 
would like to be informed of the final 
outcome in due course. 

10g 112 Do. (i) The Committee fccl that in a big con- 
struction project like the Vigyan Bhavan, 
which was considered to be a "Prestige 
Building", supervision should not have 
been left entirely in the hands of junior 
offici?ls. 

(ii) As regards recovery of the amounts due 
from thc first contractor, the Committee 
wcrc informed that a sum of Ks. 30,000 
had already becn recovered from him and 
the rest would be recovered only after the 
result of thc arbitration was known. The 
Committee would like to be informed of 
the final settlement reached in this regard. 

IIO 113 Do. Thc Committee feel that in this case the 
disciplinary aspect of the,case had been 
overlooked and there appeared to be no 
justification for an abnormal delay. They 



desire that the circumstances under which 
no action was taken in this case for quite 
a long time may be investigated and 
appropriate action taken against delinquent 
officials. 

W.H. & R. . The Committee are surprised at the casual 
manner in which the important question 
of settlement of accounts in respect of 
advances paid to local bodies was handled 
by the Public Works 'Department and 
the Ministry. They would urge expedi- 
tious settlement of the old cases. 

Economic & The Committee feel that the fact that 2500 
Defence Co- ca\es of contracts of supplies were still 
ordination. in arrears, did not speak well of the work- 

ing of the Supplies Department. Ob- 
vioudy such delays affect adversely the 
programmes of the indentors, and the 
advantages of centralised purchases would 
be set at naught if the supplies are delayed 
so much. The Committee, therefore, 
&.ire that suitable steps should be taken 
by the hlinistry to improve the position. 

113 116 DO. Thc Committee are not happy at the manner 
of reference, processing and the final 
outcome of the arbitration cases as pointed 
out in the Audit Report. While there 
could bc no objection to disputes being 
referred to arbitration as it was open t o  
either party to refer the caseseither to a 
court of Law or an arbitrator, the fact 
that such cases should have been pending 
for over ten years was a serious matter. 
The Committee learnt that under the 
Rules an arbitrator was to give an award 
within a period of four months from his 
appointment, failing which he was re- 
quired to obtain the permission of a court 
of Law for the extension of the time limit. 
If so, the Committee fail to understand 
the delays in the settlement of these cases. 
They, would also likc to know whether any 
responsibility was fixed for the failure on 
the part of the Government officials in the 
specific cases mentioned in the Audit 
Report. 



114 117 Economic& 
Defence Co- 
ordination. 

115 118 Do. 

1x6 119 Do. 

118 121 W.H. &R. . 
(Rehabilitation) 

The Committee are not satisfied with the 
explanation of the Ministry in this case. 
They would like to know the action taken 
by the !Ministry to fix responsibility for 
the various lapses :which resulted in a 
heavy loss. 

The Committee were informed that the 
firm had failed to supply paint against a 
number of other contracts and the matter 
was being investigated. The Secretary to 
the Ministry promised to furnish 5 de- 
tailed report to the Committee. The 
Committee reserve their comments pend- 
ing receipt of the detailed report. Mean- 
while they would urge upon the Ministry 
to expedite the matter as it had already 
'been delayed. 

It was explained in evidence that the sup- 
pliers had a general tendency to make bulk 
supplies towards the close of the financial 
year before their contractual period 
expired and that this had resulted in the 
stock having exceeded the permissible 
limits for a temporary period in the 
Stationery Office, Calcutta. The Com- 
mittee feel that this is not a healthy prac- 
tice and should not have been allowed to 
persist. Besides creating other com- 
plications like storage problems etc. such 
bulk supplies towards the close of the 
contractual period would hardly permit 
effective and proper inspection of stores 
and there were possibilities of sub- 
standard material being accepted by the 
Office in a hurry. 

In evidence, the Secretary to the Ministry 
of W.H. & R. admitted that the position 
was not satisfactory and that he would 
further look into the matter and ensure 
that the officials were held responsible 
for taking appropriate .action in this re- 
gard. The Committee would like to be 
informed of the action taken. 

The Committee regret to note that despite 
the assurance given to them by the Minis- 
try that the accounts of Government 
property would be reconstructed and 



119 122 W.H.&R. 
(Rehabilitation) 

120 123 Do. 

Do. 

Do. 

Do. 

brought up-to-date by March, 1960, these 
had remained incomplete for so long. 
They trust that all the accounts would 
have been completed by now. They 
would like to be infomed of the position 
in this regard. 

The Committee would like to be informed 
of rhe action taken against the delinquent 
officials for alleged embezzlement of - 
funds. 

(i) The Committee note that the officials, . r 
concerned in this case, were the same who 
were involved in the alleged embozzle- 
ment of funds and action was being taken 
aginst them. 

(ii) The Committee observe that the arrears 
of rent due to be recovered from the 
occupants are still quite heavy. They 
urge that effective steps should be taken to 
expedite their recovery. 

The Committee regret to note that the 
failure to detect the irregularities in time 
and to take expeditious action in this case 
had resulted in the delinqua officials 
escaping due punishment. 

The Committee regret to note that' failure 
to take timely action to assess the correct 
amount of compensation payable tothe 
defaulting purchaser and the amount 
finally recoverable from him resulted in 
avoidable loss to Govenunent. ,They 
would like to be informed of th action 
taken against the delinquent officials. 

The Committee regret to note that the 
Valuation Organisation of the Ministry 
had failed to make a proper valuation of 
the properties, resulting in avoidable loss 
to Government on the disposal of the 
properties. While, in view of the 
circumstances explained by the Ministry, 
the Committee would not press for re- 
valuation of all the remaining proper- 
ties, they trust that, as promised by 
the Secretary of the Ministry, at least 



such properties as were to be transferred 
through allotment would be got ravalued. 
They desire that suitable instructions in 
this regard should be issued to all con- 
cerned.. 

124 127 W.H.&R. 
(Rehabilitation) 

125 128 Finance 
-. - 

All Ministries. 

26 129 Finance 

Home Affairs 

All other Minis- 
tries. 

The Committee arc unhappy to note that 
the grants given by the Central Govern- 
ment to local bodies for essential specific 
works (like construction of roads in service 
lanes, provision of dustbins etc.) in 
Rehabilitation colonies could not be 
utilised fcr more than three years. It 
is apparent that after releasing the funds, 
due attention was not paid by the Ministry 
to ensure that these were utilised within 
a reasonable period. The Committee 
trust that these works would now be 
completed expeditiously with a view to 
avoiding any further inconvenience to 
the inhabitants of these colonies. 

The Committee have from time to time 
stressed the importance of prompt dis- 
posal of audit objections. They would 
desire the Ministry of Finance to issue 
necessary instructions to all concerned 
so that necessary steps are taken for 
clearing all outstanding audit objections 
and inspection reports and it is ensured 
that such objections do not accumulate 
but are attended to with promptitude. 

(i) The Committee view with concern wastcful 
expenditure even in normal times but 
more so during the time of present national 
emergency. A persistent tendency for 
over-budgeting on the one hand, and 
many instances of wasteful expenditure on 
the other, point to the inevitable conclu- 
sion that there is considerable scope for 
effeting economies in the expenditure 
of the Government of India without 
impairing the progress .of the Five Year 
Plan. They would, therefore, suggest that 
a Committee of experts consisting of 
senior officers from the Ministries of 
Finance, Home Affairs and one or two 



major spending Ministries should be ap- 
pointed by Government so that a prompt 

- survey of the expenditure of Govern- 
ment may be made to explore the various 
avenues through which substantial econo- 
mies could be effected. 

Finance (ii) The Committee have in their various -- - Reports presented during the current year 
Home Affairs indicated some of the lines in which there - is scopc for economy in expenditure. For 

All other Minis- instance, the Committee feel that prima 
tries. facie there is considerable scope for 

reduction in the expenditure incurred on 
staff cars. The total expenditure on this 
account during 1960-61 was as high as 
Ks. 17,25771. The expert committee 
referred to above should scrutinise the 
details of expenditure incurred and suggest 
concrete steps to curtail the expenditure 
on this account. 
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