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PART I-REPORT 



MINISTRIES OF EDUCATION AND SCIENTIFIC RESEARCH AND 
CULTURAL AFFAIRS 

Audit Report (Civil), 1958 

Drawal of funds against letters of c r e d i t p a r a  20 (a), pages 19-20. 

The Ministry of Education was allowed to draw funds, since 1949-50, 
ag~ ins t  letters of crcdit for expenditure on various schemes, subject to 
detailed accounts in respect uf such withdrawals being submitted to 
Audit monthly. In contravention of the orders in nearly all cases, 
consolidated acccunts for the total amount drawn were rendered by 
the Ministry long after completion of the schemes. Out of the total 
amount of Rs. 57.91 lakhs drawn during the years 1955-56, 1956-57 
and 1957-58, accounts for amounts aggregating Rs. 45.56 lakhs were 
outstanding as on the 31st March, 1958. Even on the 15th July, 1959, 
detailed accounts for Rs. 12.73 lakhs drawn during these years had 
still to be rendered to Audit. Of a sum of Rs. 17 lakhs similarly 
drawn during 1958-59, accounts for Rs. 14-23 lakhs were outstanding 
on the same date. 

2. In cvidenco, thr-1 Committte were informed by the Secretary, 
Ministry of Education that the funds in question were made over to 
the Directorate of National Cadet Corps (Ministry of Defence) for 
organising A.C.C. Camps in various parts cf the country. The delay 
in submission of accounts was occasioned by the fact that the accounts 
of the Directorate had to pass through a number of channels before 
finalisat ion. 

3. The Committee attach great importance to submission of 
accounts in time. Non-submission of accounts for sums of this mag- 
nitude is fraught with grave risks. They fail to understand how 
year after ?/ear additional funds were paid without first obtaining an 
account for the moneys already paid. The Conmittee are hardly 
convinced by the explanation of the Ministry. They are surprised 
why the Ministry of Finance had also been so comphcent about 
r his mat te .  I i 

m 
4. Delays in the receipt of detailed accounts had resulted in large 

amounts being kept under 'Suspense'. The Committee have repeat- 
edlg emphasised in the past that this practice was most indesirable 
as it resulted in presenta.titm to Parliament of a distorted picture of 
expenditure incurred .each year on the respective schemes financed 
.from the ConsoIidated Fund. 



5. The Committee also do not look with favour on the procedure 
of placing funds with subordinate organisations through letters of 
credit. This, in their opinion, not only engenders in the recipient 
organisations a tendency to delay the preparation and submission 
of accounts, but also opens the wa3 for all kinds of frauds, misappro- 
priations, etc. The Committee understand that a revised procedure 
is being evolved by the Ministry in consultation with audit. They 
trust that the new procedure will be introduozd as early as possible. 

6. In regard to the accounting arrears that have already accumu- 
hted, dhe Committee suggest that immediate steps be taken to clear 
them and a report made to them. 

Lhawal of Advances-Para 20 (b) , pages 20-21. 

7. During the years 1955-56 to 1957-58, advances aggregating 
Rs. 8-73 lakhs wexe drawn on simple receipt fcrms by the Ministry 
of Education for meeting expenditure on various counts, but detailed 
accounts with vouchers for Rs. 4.12 lakhs only had been rendered 
to audit to the end of August, 1958. Even on the 15th July, 1959, 
detailed accounts for Rs. 2.41 lakhs drawn during these years had 
still to be rendered. Of a sum of Rs. 4.28 lakhs similarly drawn dur- 
ing 1958-59, accounts for Rs, 1.8 lakhs were outstanding on the above 
date. 

Audit of the accounts revealed that the advances were drawn 
generally much in excess of current requirements and that the 
unspent balances were retained by the officers concerned for long 
periods. In some cases, large advances had been drawn at the end 
of the financial year, apparently to avoid lapse of budget provision. 

8. In evidence it was stated by the Secretap, Ministry of Educa- 
tion that the advances in question were drawn for organising 
(i) coaching camps and other sports activities, and (ii) training 
camps for headmasters of secondary schools. The funds had h e n  
drawn on simple receipt forms for the sake of convenience. 

9. The Committee regret to observe that in this case too, the 
Minktry of Education had failed in their dtitq/ to ensure e r p e d i t i w  
submission of detailed accounts to Audit. Thep desire' that prompt 
omd effective steps should now be taken to clear off the accounting 
arrears. 

10. The Committee also feel that it was most improper on the part 
of the olqicers of the Minktrrj to have drawn advances much in excess 
oj requirements and retained them for long periods. In their uieco, 
stern &ion is called fm against those responsible. 
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11. Although it was stated before the Committee by the Secretary, 
Ministry of Education that the practice of drawing funds on simple 
receipt forms was being resorted to only in cases where some expen- 
diture had to be incurred on the spot, the Committee find that i t  was 
not actually so. In 1958-59 the amount of advances drawn by the 
Ministry had exceeded those drawn during any of the three preced- 
ing years. The Committee trust that the Ministry will go into this 
matter more thoroughly and take steps to restrict this praaticz to rare 
occasions. 
Avoidable loss due to belated re leas^ of requisi,tioned land-Audit 

Report, 1959-Para 34, page 31. 
12. On 10th May, 1944 Government requisitioned a plot of land 

for constructing temporary quarters for the duration of War and six 
months thereafter (i.e., uptc 30th September, 1946) on an annual 
rental of Rs. 5,021 for the first year and Rs. 4,745 thereafter. In 
1945-46, 9 blocks of quarters were constructed on the land for certain 
MiliLwy personnel at a cost of Rs. 86,970. 

'rhr lease was continued upto September, 1953 when it was 
decided to release the land and it was handed over to the C.P.W.D. 
on the 31st October, 1953 fcr relinquishment. The vacant quarters 
together with certain other materials were sold in March, 1955 for 
Rs. 7,350 but the land was actually released to the owner only in 
January, 1956. This resulted in an avoidable expenditure of 
Rs. 10,280 on land rent and Rs. 3.668 on the pay of chowkidars for the 
period November, 1953 to December, 1955. 

13. The Committee were informed in evidence that as a prelimi- 
nary to release of the requisitioned land, the structures thereon were 
to he dismantled and disposed of by auction. Due to delay in receipt 
and scrutiny of the survey report, an auction could be held only in 
Nov nrhcr, 1954. The sale, however, had to be cancelled as the pur- 
c h : ~ w r  la:led to deposit the earnest money in full. The materials 
wrslc I cwuctioned in March, 1955. The earnest money was paid by 
thtb p : ,~  1y within the prescribed time-limit but the site was not 
c l ( ~ ; , ~ c  ii within the specified period. The Committee were informed 
tha, the earnest money partly paid in the farmer case had been 
forfeited and the question of recovery from the second purchaser of 
the loss on account of rent of land and expenditure on watch and 
ward from the specified date of clearance of site to the actual date 
of clearance was under examination in consultation with the Ministry 
of Lmw. The security deposit of the second purchaser was not also 
refunded by Government. The Committee would like to be apprised 
of thk final outcome in this rase. 



14. The Committee notice that there was a time-lag of over a year 
between the handing over of the land to the C.P.W.D. for relinquish- 
ment and the first auction. This, in their opinion, was not justified. 
The D.G.S. & D. admitted before the Committee, that his Directorate 
was not equipped for disposing of building and building materials, 
etc. He added that experience had shown that a knowledge of local 
conditions and of the type of structures was necessary and advantage- 
ous and that Central disposal in cases of this type was not advisable. 
The Committe.r! appreciate the point. They would, therefore, like the 
Ministry of Works, Housing and Supply to examine the feasibilitg of 
simplifying the existing proced,ure regarding disposal of dismantkd 
materials and of other stores which require knowledge of local condi- 
tions on site with a view t o  ensuring that  the time involucd in thei7 
disposal is reduced to the barest minimum. 



MINISTRY OF EXTERNAL AFFAIRS 

Audit Report (Civil), 1958-Part I 
Avoidable expenditure, para 24, pages 22-23. 

15. A local Administration placed under suspension a temporary 
Executive Engineer on 21st January, 1953, on charges of insubordi- 
nation and inefficiency. It  reported the case to the Ministry in 
September, 1953 recommending the officer's removal from service. 
The officer tendered his resignation on 2nd October, 1953 but with- 
drew it on 17th March, 1954 before its acceptance. In December, 
1953, the Administration learnt that the officer was employed by a 
State Government from l l t h  May, 1953, but the Ministry were 
informed of it only in April, 1954. Order stopping his subsistence 
allowance from April, 1954 was not issued. The officer was debarred 
on 21st December, 1956 from future service under the Central Govern- 
ment. 

The Administration n-as advised on 29th Septembcr, 1955 t:, 
reinvestigate the charges. The officer's services were terminated 
from 9th Deccmher, 1955, on his own request after he had 
undertaken not to press any claims against Government excepting 
subsistence allowance up to the date of termination of his service. 
A total amount of Rs. 14,547 hnd been paid as subsistence allowance 
for the period from 21st January, 1953 to 30th November, 1955. The 
officer had also rcceived Rs. 7.634 from <mother State Government as 
pay for the period from l l th  May, 1953 to 14th April, 195j. 

16. In evidence, the Special Secretary of the Ministry admitted 
that the officer who was only temporary could have been .discharged 
from scrvice on a month's notice. But unfortunately that was not 
clone and the S.E.. although not competent under the rules, had 
drawn up regular proccr.:!it:p ng~inst the officer. Once the proceed- 
ings had been drawn up, thc legality of discharging the officer from 
service on a month's notice became questionable and regular prc- 
ceedings as laid down in the Classification, Control and Appeal Rules 
had to he gone through. 

17. The Committe~ are amazed that av oflicrr of the standing of 
o S.E. should have been so grossly ignorant of his powers in regard 
to di~riplinar?~ matter undcr the Clnss i f icnt im.  Control and AppenI 
Rules. The9 tome given to untierstand that the Ministrg of Finance 
had recently recirculated among the oflicers the Classificntion. 



Control and Appeal Rules for careful study and strict compliance. 
The Committee trust that in future Ministries would take serious 
notice of procedural lapses in instituting disciplinary cases by 
Oflicers so that Government are not put to unnecessary loss as in 
the present case. 

18. The Committee inquired why the Ministry did not stop pay- 
ment of subsistence allowance from April 1954 to the Officer when 
they came to know of his employment under a State Government. 
The Secretary explained to the Committee that in accordance with 
the advice of the Ministry of Home Affairs any such order co i i l d  
issue only "after all the formalities, including the advice of the 
U.P.S.C. has been taken into consideration. . . . Under the K u l c ,  XI 

long as he is under suspension he must get a subsistence allowance". 
The Cornmattee arc! not satisfied with this explanation. It  is obvious 
that the right to subsistence allowance automatically ceases when 
an oficer takes up employment elsewhere. 

Appropria tian Accounts (C~vil) . 1956-57-Vol. VI 

Grant No. 23-External Affairs 

lnfructuous expenditure, note 9, page 27. 

19. About 1000 copies of a Quarterly Review in Russian published 
by the Indian Mission at Moscow in April, 1955 and March, 1956 had 
to be scrapped due to defective translation and printing resulting in 
a nugatory expenditure of Rs. 5,258. 

20. In, evidence, the Committee were informed that as printing 
charges in Moscow were heavy the Ministry thought of printing the 
material at  Rome at a cheaper rate. As for the recurrence of mis- 
takes in the second issue, the Committee were informed that the 
Mission thought that the mistakes would not be repeated as a Pro- 
fessor of Russian had been engaged in the translation work. 

21. The Committee find it dilgicult to accept these explanations. It 
is surprising that the Mission did not take adequate steps to e m r e  
that the mistakes detected in April, 1955 did not recur in March, 1956 
when the publication was printed again. They trust that the Min- 
istry will take steps to avoid such mistakes by our Missions in future. 

Appropriation Accounts (Civil), 1957-58-Voi. VI 

Grant No. %External Affairs 
Waiver of recovery, note 8 (vi) , page 45. 

22. A contract offfcer of an Indian Mission abroad had been sanc- 
tioned and paid foreign allowance at the rate of Rs. 400 p.m. as for 



married officers instead of Rs. 300 p.m. admissible to him as a 
bachelor. The mistake came to light in April, 1954, by which time a 
sum of Rs. 4,916 had already been overpaid. Government ordered in 
December, 1955, the waiver of a sum of Rs. 3,716 and the recovery of 
the balance of Rs. 1,200 in easy instalments. 

23. The Committee were informed that the order sanctioning the 
foreign allowance was itself defective as it did not indicate the diffe- 
rent rates for married and unmarried officers. I t  was pointed out by 
Audit that while the order indicated the rates for married and un- 
married officers in the case of other allowances, it did not do so in 
respect of foreign allowance. The omission had escaped detection 
by four officers. Three of them had been admonished while the fourth 
was being asked to give his explanation. The Committee desire to 
be informed of the action taken against this officer after his explana- 
tion has been examined by the Ministry. They trust that there is at 
present proper arrangement in the Ministry for scrutiny of the 
orders of sanction of various allowances to oflcers in the Indian 
Missions abroad. 

Premature expenditure on the proposed construction of a residence 
fot the Head of a Mission, Note 9, page 46. 

24. An Indian Mission abroad had acquired on lease in January 
1950, a plot of land measuring about two acres, from a Foreign Gov- 
ernment for the construction of a house for the Head of the Mission. 
In March, 1954, when the bills of quantities (i.e. detailed es:imates) 
for the house were under preparation, the Mission asked the archi- 
tects not to procecd ~ i t h  invitation of tenders as it proposed (Nov- 
ember, 1954) to construct the house on a different site for various 
reasons. Government, however, desired (January, 1955) that the 
house should be built as originally planned. In September, 1956, the 
Mission reopened the proposal for constructing the house elsewhere 
or alternatively lor buving n house. This was not accepted by Gov- 
ernment. Again in November, 1957, when the Missim reiterated 
the previous objections to building a house on that site, Government 
did not accept this. Government stated (March 1959) that despite 
the Mission's objections, they would have liked to go ahead with the 
construction but for the foreign eschange difficulties. The fees paid 
to the architects and the quantity surveyors for dealing with the pro- 
posed construction amounted to Rs. 29,667. The expenditure, includ- 
ing ground rent up to 1957-58, incurred on the acquisition of land was 
Rs. 28,560, which appeared infructuous. 

25. The Special Secretary of the Ministry stated before the Com- 
mittee that the place had lost its attractiveness as a large number of 



small houses o f  the middle class had sprung u p  there. He urged that 
as Government could sell the land at a profit, the expenditure of  
Rs. 28,560 on survey and plans was not infructuous. As there was a 
proposal to  build staff  quarters on that land it was just in  the nature 
of  maintenance charges. 

26. The Committee feel that this is a case in  which the Mission did 
not care to implement the decision of Government. The land has 
remained unutilised for ten years. I f  the land value had risen in  the 
meantime-it was fortuitious-it cannot be put forth as a plea to  
justify the expenses incurred b y  Government especially when specu- 
lation in  land-values is not a function of Government and less so in 
a foreign country. The Committee would like to  know the yearly 
expenditure on rental, etc.. t h e  present arrmtgcments for hou~ing thp 
staff, the savings that would result bg building quarters for the stag 
and the total expenditure likely to be involved by such a construc- 
tion and the time that would be taken for building the quarters. 



MINISTRY OF FOOD AND AGRICULTURE 

(DEPARTMENT AGRICULTURE) 

Audit Report (Civil), 1958-Part I 

Delay in execution of a scl~zme, para 22, pages 21-23. 

27. A Pilot Plant of the Forest Research Institute at D h r ~  Dun was 
purchased for production of different types of paper and boards from 
indigenous raw materials, at a cost of $391,807 by the Ministry af.er 
direct negotiations from a certain firm in the U.S.A. without the inter- 
vention of the India Supply Mission. Wasi1in:ton. The project for 
which the plant was ordered had been decided upon in 1946, and the 
broad specification of the plant had been settled by an Expert Com- 
mittee. An Officer was speciallv deputed to make the purchase of 
the plant abroad and put through the scheme. The scheme did not 
make progress although he was giv! n extension of service for three 
years. In July, 1950 six months after his retirement, it came to light 
that there was an omissicm to place orders for certain important 
parts essential for commissioning the plant. 

The capacity of the pulpi!g and stock preparation plant, approved 
by the Expert Committee in February, '048, was found in Ma?; 1950 
to be inadequate and a completely new pulping equipment at an 
additicnal cost of Rs. 15 lakhs was considered necessary. The cons- 
truction of the requisite buildings for the Project did not also pro- 
gress satisfactorily due to lack of specialised knowledge on the part 
of the local engineem and non-supply of basic engineering data by 
the firm supplying the pilot plant. Arrangements made under Tech- 
nical Cosperation Agreements in 1952, 1953 and 1956 for the procure- 
ment of machinery and engineering services from the firm were also 
not effective, as supplies were delayed for long periods and addi- 
tional payments demanded. Under the agreement of June 1957, the 
firm was to supply various engineering services and equipment by 
September, 1958. The project was now estimated to cost Rs 58.79 
lakhs. According to the Audit Repcrt, doubts were being expressed 
in August, 1957 whether the Institute would at all be a suitable place 
for putting up a plant of this size, because the mw materials required 
for feeding it would not be available locally. The possibilities of 
irsing it for producing special quality paper were being explored as 



the full capacity of the plant might not be utilised for research and 
training. 

28. The Committee deplore the way in which the Ministry had set 
about planning and executing a project of this nature. They were 
given to  understand that the firm with whom orders were placed fw 
equipment had no experience in that line of manufacture either. 

29. The Committee were concerned at the large expenditure 
already incurred on this project wirthout any return and desired to 
know how it was proposed to utilise the plant. They were informed 
that, an agreement had been entered into with th.e local mills for the 
supply of raw material in the shupe of bamboos, waste papers etc., 
until the pulping section of the plant was ready. 

The Committee could not appreciate how manufacture of paper 
from the-se raw materials would facilitate research on manufacturing 
paper from 'indigenous raw materials'. They, therefore, desired 
that with a view to utilise the plant to its full capacity the feasibility 
of manufacturing special qualities of paper such as for security 
printing be examined and a note furnished to them. 

30. From the note (Appendix 11) furnished by the Ministry, the 
Committee find t h t  a special Committee appointed in November 
1957 had observed that the prospect of running the plant on a com- 
mercial scale to utilise its full capacity was not likely to be f asible. 
It should be worked only for purposes of research and education for 
which it was meant and limited supplies of special types of paper be 
manufactured within available resourcrs of power and water and 
after working out the economics of such a project carefully. The 
possibility of manufacturing security paper also appeared remote as 
the Ministry of Finance who had earlier asked for transfer of thrl 
plant, for manufacturing security p p e r  at Nasik was not interested 
in operating it in Dehra Dun. 

31. The Committee understand that the entire plant was exp-cted 
to go into production in March, 1960 and the feasibility of producing 
special type of paper would be investigated soon and if it proved eco- 
nomical, production of such paper would be taken up to th- extent of 
the spare capacity available after the requirements of training and 
research had been fully met. While the Committee would like to 
watch thn working of this plant, they cannot help o'bserving that the 
entire project was ill-conceived. 

Non-recotmy of dues-Para 24, page 24. 

32. The Forest Department, Andamans gave a licence and a lease 
to a privute fmn, in 1951, for extraction of timber in ctrtain forests 



In Andaman Islands. The terms of the lease provided that the Arm 
would extract every year a specified qunntity of timber and pay 
royalty on that quantity. Failure to do so would entitle Goven- 
mrnt to collect royalty at the agreed mte also on all shortfalls in the 
years 1951-54 taken together, and thereafter for each year separate- 
ly. The guaranteed qumtitv of timber was not extracted by the 
firm during the years 1951-54, 1954-55. 1955-56 and 1956-57. But the 
recovery of royalty due on shortfnlls amounting to Rs. 21,28,201 which 
the firm was legally liable to pay, had not been made. It was stated 
by the Ministry in September, 1958 that the ceilings prescribed for 
annual extraction under the agreement, were being revised and that 
meanwhile the recovery of the royalty due on shortfalls had been 
postponed. 

33. The Committee were informcd that according to the Inspector 
General, Forests the quanti::; of timber prescribed in the agreement 
was based on an inromplcte appreciation of the working plans and 
the capacity of the forests and was on the high side. It wrs? there- 
fore, proposed to revise the ceiling cf quantity of timber to be ex- 
tracted on a realistic basis. 

34. The  Comtnitter find it difficult to aptx-ectnte this plea at this 
stage os they were + nrlier info-n~*,d that of tlce 9 tenders this firm of 
contractors opered 7eC; ns roynlt~l while the others 47'3) and below; 
the offer of this iilm was accented by Government as it was most 
favourable and the firm had I ( m q  experience in timber business in 
Burma and was therefore competent to frllfil the terms of the con- 
tract. Theu disclpprove stronr.:.l fire rtcndencll t o  bring in  considera- 
tions which shottld rightly h n r -  !)eon t a k m  into account aLthe t ime  
of entering into the covtract. Such action cuts nt  the  very basis of 
competitive tendering. Thew is also the r:sk o f  contractors assum- 
ing that the?/ can n?zon?/s disregard the  t e r n  n' contract with im- 
punity, if penalties nrc waived rm a pns+eri.rri considerations. 

35. The Committee ;~ndrr<tnnd that the rrucstmn of recovery of 
royaltv on the shortfqlls is under thc ~ c t i v e  considemtion of Govern- 
ment. Theg desire that t h -  matter should hc settled quickly as the 
ammmt d ~ t e  is reported t o  bo Rs. 51.49 l a k h ~  tc-to 1957-58. 

36. A contract for the supply of aminonlurn sulphatc f.0.b. 
placed on behalf of the Agriculture Ministry abroad in November, 
1956. The seller was responsible for chartering transport to India. 
2012 (Aii) LS-2 
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Intimation was sent on 30th August, 1QS7 that a vessel with about 

10,100 tons of fertilizers had sailed on 23rd August, 1957 for Vishakha- 
ptnam. The Transport Ministry suggested on 10th September, 
1957 that the vessel should be diverted to another port as Vishakha- 
patnam port was heavily congested at the time. This request was 
communicated to the Supply Mission only on the 5th October, 1957 
with the suggestion that the switch-over should be made without 
payment of extra freight. The vessel arrived at Vishakhpatnam, 
however, on 8th October, 1957 but was unable to berth. After pro- 
tracted negotiations, the shipowners agreed on 21st October, 1957 to 
divert the vessel to Kakinada on payment of extra freight of Rs. 2.38 
per long ton provided the lay (unloading) time would commence 
from the date of arrival (8th October, 1957) of the vessel at Vishakha- 
patnam and not 24 hours after receipt of the vessel's notice of arrival 
in port and readiness to discharge. Government agreed on 24th 
October, 1957 to the proposed terms of diversion except that the lay 
time be calculated as per Charter Party. On the same day, the ship  
owners offered to reduce the extra freight from Rs. 2.38 to Rs. 1.19 
per long ton, provided the lay time commenced from the arrival of 
the vessel at Vishakhapatnam and this offer was accepted by Gov- 
ernment on 28th October, 1957. But as the vessel was required to 
pey demurrage charges with effect from 25th October, 1957, the ship- 
owners withdrew their offer of the reduced rate of Rs. 1.19 per long 
ton and insisted on payment of entire freight of Rs. 2.38 per long ton 
which condition was, on 2nd November, 1957, Anally agreed to by 
&mmment.  An extra expenditure of Rs. 1,17,851.27 was accoxyi- 

incurred by the Agriculture Department as below:- 
Re. 

Extra freight on 10,1w-326 long tons at 
R9.2-38perL.T.  . 24,048' 38 

Demurrage at Kakinada and , Visha- 
khapatnam . 93,802 89 -- --- - 

1,17,851'27 - - - - -  
37. In evidence, the Committee were informed that the Ministry 

of Transport suggested on September 10, 1957 to the Ministry of 
Works, Housing and Supplyr about the diversion of the vessel to 
Kakinada but a deley of about a month occurred before the Mission 
aould be informed of the decision to divert the ship to another port 
without payment of extra -freight. After receipt of this communi- 
cation, a controversy arose between the India Supply Mission, 
Washington and the India Store Department, London as to who 
should handle the negotiation for diversion. Ultimately the Indie 
Zkrpply Mission sent a telegram to the shippers on 17th October (9 



days aft= the arrival of the veml at Vishakhapatnam Port) for 
diversion of the vessel. 
38. The Committee deplore the routine manner in which the 

Ministries concerned had acted in this case without appreciding the 
need for urgent action. In their opinion, the Ministry of Transport 
could well have taken up the matter direct with the Agriculture 
Department in this case under intimation to the Mission. Likewise 
the lndia Supply Mission could have taken up the mutter immediate- 
ly with the shippers without raising a controversy. It was urged 
that the India Supply Mission had no powers to negotiate the terms 
of diversion as it was not a party to tha contract or to the Charter 
Party and had to obtain the approval of Government before accept- 
ing the terms. The Committee would suggest that Government shuuZd 
consider the question of delegation of powers to Missions for negotia- 
ting diversion of vessels whenever necessarg to the best advantage of 
Government. The Committee were informed that to avoid such 
situations in future, alternative ports of destination were included in 
the Charter Party. They t w t  that this together with delegation of 
more powers to Missions abroad, as suggested above, will avoid re- 
currence of such cases. 

(DEPARTMENT OF FOOD) 
Audit &port (Civil), 1958-Part I 

Loss due to non-delivery of foodgrairrs by a transport cont~crctor, 
para 23, pages 23-24. 

39. The Food and Procurement Department of a Centrally Admin- 
istered Area entrusted to a contractor the work of transporting food- 
grains from a distant sub-divisional godown to the central godown 
in the Capital without any agreement and with no safeguard for 
ensuring delivery of consignments. The time normally required for 
the movement of stock was 2 to 3 days but the contractor took nearly 
12 months for transporting 755 maunds out of a total quantity of 1,675 
maunds handed over to him land stopped delivery of the temaining 
stocks (estimated at Rs. 15,374). A criminal case was instituted 
against the contractor on September 20, 1956. As the prosecution 
could not produce certain important registers and prove that the 
foodgrains entrusted to the contractor had not been delivered to 
Government, the case was dismissed by the Court. Govemmeat 
initiated on 31st August, 1957 departmental ptoceedings against the 
ofl[lcers at fault, the result of which was still awaited. A civil suit 
against the contractor had been instituted on 4th May, 1959. It was 
stated that final action for the adjustment or refund of the securitg 
deposit to the contractor would be taken after the civil auit w w  
deided. 



40. The Committee enquired how the contractor was allowed to 
start transporting the foodgrains before he had cxecuted a contract. 
The Secretary of the hfinistry stated that as it was procurement time 
the contractor was nllowed to start the work before executing the 
agre:ment. The Committee are not satisfied with this explanation. 
They are also perturbed over the unduly long delag i.n finalking 
depantmental wroceedinas. The Board of Enquiry set up in Febru- 
ary, 1959. to enauire into the causes of the loss and to fix responsibi- 
lity submitted its report in November 1959. Th.e Comm.ittee would 
like to b~ informed of the action tnk,en by the Government on the 
various recommendations of the Board of Enquir?] as well as the 
result of the court case. 

Avoidable extm expenditure on the chartering of vessels, para 26, 
page 25. 

41. Two ships belonging to an Indian Shipping Corporation (in 
which the Government held 74 per cent of the share capital) were 
chartered by an Indian Mission abroad for the shipment of foreign 
whrat purchcased by Government in December, 1955 and March, 1956. 
The ships were chartered through the London -4gent L I ~  the Indian 
Shipping Corporation instead of through the Director General of 
Shipping as required under the prescribed procedure (which t h ~  
Mission had followed earlier in such casm). This deviation from 
the normal practice resulted in nvoidable pavmpnt of f2,022 
(Rs. 26.960 appros) as brokerage and commission by tho Shipping 
Corporation to its London Agent. 

42. It was explained to the Committee that deviation from the 
prescribed procedure was due to an oversight for which the Ministry, 
the Director General of Shipping and thr High Commission for India, 
London were all responsible. The consequences of the deviation 
from the prescrihed procedure were not fullv apprrcinted at that 
time 82s no ships werr chartered in the preceding two ?cars and as 
the wheat for which the ships were c h a r b e d ,  was to bc shipped 
urgently. 

43. The Committee suggest that wh.enever deviations from the 
prescribai vrocedure are made ad hoc the full consequences thereof 
should be examined by all the Mini.stri.es/D~artments concerned 
The?] trust that szich ~nistalces will not recur. 

Unprofitabl? outla?/ on Buhler Grain Discharging Plant, para 27. 
page 25. 

44. A rn~dxmical plant intended to facilitate the discharge of 
ships carrying grain in bulk was purchased by Government for 



Rs. 4,47,188. The plant was received in September 1955 land was 
erected a t  Bombay docks in the first week of February, 1956 on a site 
taken on lease. A sum of Rs. l ,OI ,C ;G;  was sp nt  on its erection and 
maintenance tlll August, 1958. But  the plant had not been operated 
till October, 1958 (except for L , b o ~ t  n m m t h  in August, 1957 a t  the 
Navul Docks) due to the opposition from local stevedoring interests 
who appr. hended that the mechanisatioil of the unloading operations 
would lead to largc-scale unemployment. 

45. In evidence, the Secretary of the Ministry urged that such 
mechanlcd aids at ports would prove more economical and help in 
the expeditious c1:arunce of the docks. But Government had not 
succeeded in persuading the labour so far. The Committee pointed 
out that the advantages of the plant can accrue only if it was used and 
enquired whether thc possibility of installing the plant at othcr ports 
was investigated. They were informed that the rmtter was under 
examination in consultntion with the hlinistry of Transport. The 
expenditure o/ Rs. 1,01,685 already incurred upto August 1958 on its 
erection and maintenarrce at Bombay Port together with thc rent of 
site on whzch erected and the further expendtture on these counts 
till the plant ts  sh~ftecl to  another port must be regarded a6 mfrur- 
t u w .  

Loss due to belated diversion of food shipment--para 28, page 26 

46. In February, 1957, n vessel was chartered by an Indian Mission 
abroad to carry a shipment of whea: from California to Bombay via 
the Pacific. a t  a f r  ight rate of 1921 sh. (Approximately Rs. 138) per 
ton. The ship sailed from Cn1ifw1:ia on 4 t h  hlay, 1957 for Bcmbay, 
where she was expected to reach on 27th June, 1957. The espected 
hetlvy arrival of othcr food ships, in June, 1957, in Bombay Port as 
a result of the reopening of the Sucz Canal in March, 1957 was 
known to the Ministry by the last week of May, 1957. It was, hnw- 
evcr, decided by G~vernnlent  only on 18th June, 1957, to divert it to 
Madras and Calcutta, because of the congestion at the Bombay Port. 
The diversion took place when the ship was just off the west coast 
of Ceylon and this involved Government in an additional freight 
espenditurc of Rs. 97,000 in all (at 15 sh, or Rs. 10 per ton). 

47. In cvidencc. the Committee were informed that there had been 
no delay in taking the decision to divert the ship as the agents of the 
ship concerned offered to divert it on the 18th June,  1957 on payment 
of 15 sh. per ton and on the same date their offer was accepted. In 
reply to a question, the Commit!ec wcre informed that the agents of 
the sh ipwners  in India werc contacted first on the phone on the 7th 
June, 1957 for the diversion of the ship. It was, however, brought to 



the notice of the Committee that the Ministry had approached the 
shipowners for diversion of other ships even in the third week of 
May, 1957, and had that been done in respect of this ship, the extra 
payment could have been avoided. Further, on 29-5-1957, the I.S.M. 
Washington advised the Ministry to negotiate direct with the ship 
agents in Bombay for diversion of the ship. Instead of acting on this 

g" vice, the Regional Director Food, Bombay, approached the Railway 
oard and other authori,ties to explore the possibilities of diversion 

of ships to other Ports. A formal letter for the diversion of this 
ship was actually written only on the 17th June, 1957. 

48. It was urged before the Committee that diversion of ships and 
the terms therefor were to be mutually agreed upon between the 
Government and the shipowners and a letter for diversion could be 
issued only after the terms were settled. The Committee are unubk 
to accept this plea stnce such diversion being an wgemt matter, 'it 
should be possible to settle the terms without dekry. Thql are also 
of opinion thut earlier approach to the agents could have facilitated 
the diversiun without payment of extra cost an as much as ships 
m i n g  via the Pacific from the West Cwst o f  America would prefer 
to call at ports on the East Coast of India as the freight rate ,to 
eastern ports was cheaper by Rs. 7 per ton. The extra payment waa 
apparently demanded by the shipowners at the instructions for the 
diversion of the ship were issued when it was too late. 

49. It was also brought to the notice of the Committee that there 
was a general reluctance on the part of the shipowners to go to 
Indian ports specially Calcutta as they apprehended delays in dis- 
charge. It was reported that a sum of about Rs. 60 lakhs was paid 
mostly as demurrage charges in 1957-58. The Committee feel that 
this is  a matter which Government should look into in consultation 
with the Port T w t s  concerned. 

Nonllrecovery in full of contractucll dues from four fim, para 29, 
pages 26-28. 

50. Contracts were placed on four Indian, Arms for the purchase 
of an aggregate quantity of 57,000 tons of imported sugar (valued at 
Rs. 2.7 crotes) which was to be shipped before 31at March, 1954 in 3 
cases and before 15th April in the fourth case. All the four firms 
failed to supply the sugar even after extensions of time were granted 
by the Minl,try of Food of their own accord. The Contracts were 
therefore cancelled at the risk and cost of the defaulting Armr accord- 
fa# to the term of the contracts and purchuas were e!Yacted at 
higher nates. Accordingly, the amounts recoverable from the four 
ilrmr far M u r e  to supply sugar came to Ra. 600,000; Ra. 1,97,000; 



Rs. 1,82,827 and Rs. 9,50,000 respectively (Total Rs. 179,827). But 
on .the representations of these Arms, Government decided on 4th 
February, 1955 on grounds of equity that the penal recovery might 
be restricted to a nominal figure equal to one-tenth of the difference 
between the contract price in each case and the lowest price subse- 
quently paid, in 1954, for comparable overseas sugar. On this basis, 
the amounts recoverable worked out to Rs. 22,500; Rs. 15,000; 
Rs. 13,555 and Rs. 58,666 respectively (Total Rs. 1,09721). 

While recovery had been ezected out of their security deposits 
from the first three defaulting firms, only a sum of Rs. 10,000 out of 
Rs. 58,666 could be recovered from the fourth firm. The 5rm had 
failed to deposit the necessary security and had paid only an earnest 
money of Rs. 10,000 along with its tender. The financial standing of 
this firm was not verified by Government prior to piacing the con- 
tract although a police report had been received intimating that the 
Director of this firm (with whom the contract was being negotiated) 
had been convicted of certain criminal offences. Subsequent enqui- 
ries showed that this firm's paid up capital was less than Rs. 10,000 
and that there was no prospect of any money being realised from it 
as damages. 

51. It was explained to Audit that the equitable gmhds on 
which the damages were reduoed from Rs. 17,29,827 to Rs. 1,09,721 
were that (i) the firms were let down by their foreign suppliers, and 
as such their failure was due to reasons beyond their control, and 
(ii) that the firms could not open letters of credit in favour of their 
foreign suppliers in time owing to some delay in . . the 
terms and conditions relative to the marine insurance of the sugar 
stocks. 

52. The Committee were informed by Audit that three out of the 
four firms had genuine offers in hand from their principles abroad 
early in March which were kept open for 3-4 weeks The foreign 
suppliers withdrew their offen as the Indian A r m s  did not open the 
letters of credit. In the meantime prices of sugar had gone up. If so, 
the Committee feel that it was not correct to say t h t  the fim were 
k t  down by their suppliets a b r d .  Nor are the Committee mnoinc- 
ed by the arguments for the delay in opening letters of mdit. The 
Cmmittee feel that such untenable explanations advanced by the 
contractors should not be accepted by Government a s i t  roould set a 
bad precedent. In their opinion selection of these f i rm,  who it was 
cdmitted herd no esptrience in this line, without vcrrifsrimg thcit 
finuncial sknding and copocitg to fulfil the conhad was uwmg. The 
nkcW of the fourth j h a  in partidat fot a contract of OWT IZI. 1 



more with tlre j d i  k ~ ~ o w l e d y e  t i u t  the firm had only u capital oj 
Rs. 10,000 and that the director who  negotiated on behalf of that firm 
was convicted for crimiiral breach of trust was questionable. Norntal 
prudence required that stricter conditions should have been imposed 
on this firm jor p t l f i l  ling trre co t i~~ucz .  0,s the other hand, t h e  
Conmzittee are perturbed to find that the firm did not deposit the 
security deposit and that ?lo serious i iot~ce was taken of this failure. 
It was urged at one staye titat the in.terltiolr was to e?rco,urage Indian 
firins. The Co.ttr)r~itl.c w ~ s h  to poi)it out I I ~ ~ Z L  i f  thc wqutrements of 
sugar were urgent as urged by  the Ministry, it was hardly the occa- 
sion to experiment i?t this n~anner. 

53. Nor were the Cominirtee sutlsfied with the reasons for scaling 
down the liquidated damages. The plea that Governntent purchased 
in chain a large quantity o j  skyat. subseque~rtly ul l~iglzer prices and 
that there was, therefore, ito defiititt "risk purcirase" as suclr against 
each defaulter and no loss to Governrrrent, wcw' unteiwble. I f  i t  were 
accepted, there is a rtsk oj contrucmrs ussu~ning that they can always 
escape the provisio~ls of petlalry clauses In  their contracts. They  
would like to draw attc~ttion to their comments on a'sirnilar case in 
para 34 of this Report. 

Appropriation Accouii~s (Civil), 1956-57 Yul. V11 
Proforina A C C O U ~ L ~ S  o j  11)1p0~.r~(i j~~~clgraills--G~.ant hTu. 128, page 107. 

54. The profit and loss accoun:s of  1955-56 and 1956-57 revealed 
losses o f  Rs. 19 crores and t;s. 15.87 crores against corresponding 
profits o f  Rs. 2.15 crores and Rs. 1,05 lakhs in the  years 1953-54 and 
195455 respectively. The proloima accounts for 1957-58 had not yet 
been compiled although tllcy weie due in September, 1958. The 
accounts fur 1951;-59 hl;d also :lot been produced. 

55. The Conr rnittee were assured that the co?npilation o j  accounts 
would be expedited urrci pw!orma accounts of the indigenous purchase 
of fo~dgru i i~s  prepared. The Ccr~nmittee endorse the suggestion of 
the Coinptroller and Auditor General that the accounts of foodgrains 
should give u clear and comprehensible picture of the  working of 
the scheme to Parl tmne~~t  and with this elzd i n  view, the Ministries 
o j  Fitwncr c:ud F'uod ai,<l -4griculture should devise, i r r  cor~sultaticHI 
wi th  Audit, the jam in which these Accounts should be prepared. 

% 



MINISTRY OF HOME AFFAIRS 

Audit Repor~ (Civil), 1958-Part I 
Overpayinent to Stevedoring labour, para 31, pages 30-31. 

56. The Andamans and Nicobar Administration had requested 
Government sanction in June, 1947 for the issue of free snacks and 
tea costing approximately annas -121- per head per diem to certain 
stevedoring gangs working in two shifts. In the Government sanu- 
tion the rate had, however, been mentioned as 12 annas due to a 
typographical error. Tim: resulted in an extra expenditure ci  
Rs. 11,465 in the case of double shifts and an unauthorised expendi- 
ture of Rs. 40,020 on single shift to which the concession was also 
extended. Government had ordered in August, 1956, an investiga- 
tion into the irregular expenditure but meanwhile issued ex post 
facto sanctions in August, 1956, and J m e ,  1957 to regularise the above 
unauthw~sed and excess payments. The results of the mvestlgaticn 
ordered by Government were awaited. 

57. It was admitted before the Committee that the Administration 
was at fault to a certain extent in not having sought clarification 
from Govcrnment. But the remoteness of the place and difficulties in 
communication were urged as extenuating circumstances. They were 
not, however, convinced of this explanation as the discrepancj 
(which should have been obvious to the Administration as they 
themselves had recommended amenities c s t i ng  As. -/2/- per head 
only) went on undetected for about eight years. Further, the ex- 
tension of the amenities to single shift stevedoring gangs also by the  
Administration was without justification. In their opinion, this k P 
ease in which the persons who allowed these mistakes to go tm- 
detected escaped the consequcttces oJ their negligence bp the passag 
of time. The Comirtittee, Iiourez?er, understand that with a vieuc to 
safeguarding against such typographical errors in future, instructio~z; 
had been issued that in expenditure sanctions, all rates, amounts, etc. 
should be given not only in figures but in words as well. As suck 
they do not wish to prcss the case further. 

Audit Kcport (Ciyil), 1959--Part I 
Delay in the issue of expenditure sanction and omission to ptovidc 

funds, para 30, page 28. 
58. Expenditure amounting to Rs. 17,47,528 incurred by t.hc 

Defence Authorities on behalf of the Home Ministry on cerb in  



measures during December, 1956 to June, 1957 was passed on for 
adjustment against that Ministry in August, 1957. Further debits 
amounting to Rs. 1,10,619 on that account were also received for 
adjustment against the Ministry in June and November, 1958. As the 
Ministry had not made any provision during 1957-58 and 195849 and 
had not issued any expenditure sanction in this regard, the amounts 
were kept under a suspense head outside the Consolidated Fund. 

59. The Committee were informed that the accounts had since 
been adjusted. The Committee consider this crs a serious irregularity. 
They huve repeatedly deprecated the tendency of keeping large sums 
under suspense and thus vitiating Parliamentary control. In this 
connection, they would invite the attention of all the Minishies to 
their recommendations made in para 14 of their Tmth  Report (First) 
Lok Sabha). I i 

Appropriation Accounts (Civil), 1956-57-Vol. IX 
Infructuous expenditure, note 9, page 10. 

60. In this case, failure on the part of Delhi Administration to 
intimate to a Flour Mill to stop grinding of grains after the end of 
rationing on 28th February, 1954, resulted in an infru$uous expendi- 
ture of Rs. 16,484/8/- comprising of the difference between the grind- 
ing charges on the guaranteed quantity of 90,000 maunds per month 
and the quantity of 57,031 maunds actually ground during the pus,- 
rationing period from 1st to 9th March, 1954. 

In evidence, the Committee were informed that on the termina- 
tion of rationing, the Mill had a leftover quantity of 20,000 maunds 
of grains. The Mill wrote a 'letter to the Deputy Rationing Con- 
troller, stating that, as discussed, it would grind the left over stock 
on the same terms as in the previous agreement but the latter failed 
to reply to this letter. The claim of the Mill to receive the full 
charges for grindmg the minimum quantity guaranteed under the 
previous agreement had to be honoured. The Deputy Rationing 
Controller had been asked to explain his failure to reply to the letter 
from the Mill. The Committee wouZd like to be informed of the 
action taken by Government in this case and recreme their opinion 
till then. 

B i b p u t  Ccnnwcial Corpmation, note 8, page 77. 
61. Thtt sundry debtors as on 31st March, 1958 stood at Rs. 25,878 

as against IL. 36,325 at the end of the previous year. 
In evidence, the Committee were Monned that a bum of RB. 20,197 

(including a sum of Ra. 20,000 due from an ex-ruler) had been n 



covered and that the balance related mostly to various departments 
of the Administration 

The Committee enquired about the recovery of interest from the 
epruler. From a note furnished to them, the Committee understand 
that the ex-ruler has been requested by Government to make the 
payment of the interest of Rs. 8,447.50 due from him, and that they 
proposed to adjust this amounL against the amount payable to him 
by Government on account of rent of the buildings occupied by the 
Werent departments. The Committee would like to know the lcrtest 
position in regard to this adjustment. 

Rosin and Turpentine Factmy, N a h ,  Page 179. 

62. The loss in the working of the factory had been increasing 
from year to yeer as given below: 

1955-56 Rs. 68,585 
195657 , Rs. 4,19,859 
1957-58 Rs. 6,05,6!51 

The Committee were informed that the working results of the 
factory had since improved consequent on the termination of the 
present managing agency. The Committee would like to watch the 
working of the Factory under the new set-up through future Reporkr. 

Sundty debtors, page 179 (1957-58 accounts) 

63. The outstanding sundry debtors at the close of the year 1957-58 
amounted to Rs. 7,90,446 as against Rs. 4,75362 during the year 
1956-57. 

k o m  a note furnished to them, the Committee notice that an 
amount of Rs. 4,12,131 has been recovered since then. The Com- 
mittee feel that a n w e  energetic drive i s  necessary to recover the 
b a k e  of Ib. 3,78,315 o m  of which had been outstanding since 
April, 1= 

Shortage of foodgrains, note 8,  page 278 (1957-58 occou~). 

$4 The Committee understand that the Board of Enquiry appoint- 
ed in connection with the case reported in para 23 of Audit Report 
(Civil), 1958 will enquire into this case as well. In view of this, the 
Committee would await the finding8 of the B o d  and action t&cn 
by Government thureotl. 



Grants-in-aid of Rs. 13.92 lakhs to Sarva Seoa Sangh 
65. The Sarva Seva Sangh is a non-official organisation entrusted 

with the work of development of about 1,000 villages in some dis- 
tricts of the Orissa State which wen2 donated as a result of the 
Bhoodan movement. The scope of work of this Sangh includes inter 
alia irrigation, soil conservation and reclamation, supply of bullocks, 
housing, tra ning camps, health, hygiene and sanit.ation, demonstra- 
tion farms, cattle-breeding central  intensive paddy cultivation and 
village industries. 

A total grant of Rs. 13.92 lakhs was made to the above Sangh 
lor the development of Gramdan Villages in Orissa by the Govern- 
ment of India through the agency of the Orissa State Government- 
Rs. 2 lakhs during 195536 and Rs. 11.92 lakhs during 1956-57. Of 
t h i ~ ,  the Sangh spent Rs. 6.37 lakhs only. Out of the remainder 
Rs. 4.50 lakhs had been surrendered and the balance still remained 
to be surrendered (May, 1959). 

66. In reply to a reference, the Ministry of Home M a i r s  furnish- 
ed details about the grant to the Sangh and how it was utilised 
(Annexure ). It appears therefrom that the accounts of the 
Sangh were audited by private auditors and not by the C. & A. G. 
and that the Sangh did not furnish the accounts in time, even the 
accoun?s furn'shed later in the y?ar 1958 showed certain dixrepan- 
cies in the figures. Further grant to the Sangh had been stopped 
by tne State Government and the Sangh had been asked to rzfund 
the unspent balance. The accounts furnished by the Sangh were 
under scrutiny by the State Government. 

67. In evidence, the Committee were informed that the Sangh 
had refunded the balance, but the accounts were stil! under scrutiny 
by the Orrisa Government. The Committee would like to have a 
further report in due course. 

68. In reply to a questton, the Committee were informed that the 
Sangh was not well-equipped to tackle work and could not prvducc 
any beneficial rerults. On the contrary, the Sangh had fa led in 
this enterprise. The Committee regret to learn from the Secretary 
of the Ministry of Home Aflairs that the experiment of trying lo 
manage the Gramdan villages through a non-oflicial organisation hca 
not been a happy one. 

The Committee view with con<cern that such works involving 
huge financial commitments should have been entrusted to otganisa- 
tions about whose capacity there was no sufticient knowledge OT 
data. 



69. The  Committee understood that the accounts o f  this Sangh 
wens not audited by the  C .  & A. G. It is not clear to t h e m  how the 
State Government or the  Government of India [the grant-in-aid 
i n  this case envisaged i n  the first proviso to Article 275(1) o f  the  
Constitut'ion is stated to have been made by the Government of  
India through the agency of the State Government] satisfy them- 
selves about the proper utilisation of the grant. The Committee are 
aware that the grants-in-aid under the first proviso to Article 275(1) 
of the Constitutzorr have been maJe obligatory by  the Constitution 
itself and are not to  be determined by  Parliament b y  law. Never- 
theless, the3 feel, considering the large sums involved ( a  sum o f  
Rs. 835:42 lakhs was pr0vid.d in the year 1959-60 on this account), 
a procedure should bc devised b3 which :hc C. &. A. G .  will be in 
a position to report to Parliament about the utilisation of the grantr 
for t he  purposes envisaged bg the Constitution. 



MINISTRY OF INFORMATION & BROADCASTING 
Appropriation Accounts (Civil), v957-5MoL X 

Grant No. 65-Broadcas ting-All India Radio 
Financial Review by the Director Geneml, All lndirx Rcrdio-page 11. 

70. The loss on the working of the service (excluding the Radio 
publications) for the year 1956-57 excluding custom revenue amount- 
ed to Rs. 1,66,67,415. The corresponding figure for 1955-56 was 
Rs. 1,29,02,430. 

The Committee were informed that at present besides the exter- 
nal services, the A.I.R. was broadcasting for universities, rural 
areas, plan publicity, schools, etc. the total cost of which services 
was estimated at about Rs. 50 lakhs a year. On this there was no 
commercial return. Moreover, the A.I.R., equipped to cater to 
the needs of 10 to 20 million licensees, was serving only 1.6 million 
licensees in the country at present. In order to make the radio 
more popular, the programmes put on the air were being improved 
and augment. Erperiments with the diffusion system were also 
under way to increase the number of listeners. 

71. The Committee feel that much w e  needs to be done to naake 
the public radio-minded. Zntroduction of a cheap radio set in the 
market will be a measure which would be widely appreciated by 
prospective listeners of small means and the Committee are unhap 
py to note that Government have not made much headway in this 
direction. It will be worthwhile to enlist the co-operation of the 
private industry in the production of cheaper sets with suitable in- 
centives. Linking the rate of licence fee to the w c e  of a set will 
act as an incentive to the prospective buyer in the lower income 
group and in turn to the industry. The Committee are glad to 
note that following recommendation in para 119 of their Eighteenth 
Report (Second Lok Sabha) Government have reduced the licence 
fee for cheap radio sets (those costing less than Rs. 120 each) from 
Rs. 15 to 7-50 nP. per set. 



MINISTRY OF TRANSPORT AND COMMUNICATIONS 
(DEPARTMENT OF TRANSPORT) 

Irregularities noticed in the Accounts of a Tourist w e - P a r a  40 
of Audit Report, 1958, Pages 41-42 and Para 38 of Audit Report, 
1959-Pages 34-35. 

72. The following irregularities were noticed in the accounts of 
a Tourist OfHce located in a foreign country. 

(i) Acquisition of premises-Against an estimated requirement 
of about 1,400 Sq. ft., premises with a floor area of over 3,200 Sq. ft. 
were acquired in September, 1956 on lease for fifteen years, on pay- 
ment of Rs. 2,55,000 (approx.) as key money, on an annual rent of 
Rs. 40,000 (approx). Two other cheaper offers with annual rents 
of Rs. 27,000 and Rs. 90,000 were not accepted. The surplus accom- 
modation of over 1,800 Sq. ft. was neither sublet nor occupied by 
the Indian Mission in that country as contemplated at the time of 
leasing the premises. 

(ii) Excessive espenditure on decorations, furnishings, etc.- 
Initially a sum of Rs. 75,000 was sanctioned for renovations, de- 
corations, etc., of the premises. Thereafter, Government sanctioned 
a further sum of Rs. 35,000 but with a directive that the enhanced 
amount should not be exceeded under any circumstances. Though the 
decorations were incomplete, an expenditure of Rs. 1.20 l a b s  had 
already been incurred with bills for considerable amounts pending 
payment. 

A counter and a cabinet costing nearly Rs. 24,000 were purchased 
without the approval of Government and also without calling for 
tenders from a firm in which the architect was interested. Though 
Gwernment had issued instructions that decorations and furnish- 
ings should be done on an austerity basis, certain items of expendi- 
ture in this regard showed that the standard adopted was anything 
but austere. 

(iii) Vicllation of financial tub.-(a) Though the ofecer 
in charge of the Tourist Oface was not his own controlling officer 
for T. A. and other claims he drew for himself large amounts of TA., 
Medical expenses, etc., on bills under his own counter-signature. 
Some of these claims wetp found to be clearly inadmbsible. 



(b) No details were made available to Audit in regard to the 
spe:ial entertainment grant of Rs. 4,500 for 1957-58 drawn by the 
officer in March 1958, nor was the approval of the Head of the Mis- 
sion or Government obtained as to the quality and quantity of enter- 
tainment, and the guests to b? invited as required under the rules, 
Similarly no details were available in respect of a sum of Rs. 736 
drawn by the officer in May, 1958 as entertainment grant for the 
year 1956-57. 

(c) The cash book was not properly maintained nor was it recon- 
ciled with r.he monthly bank statement. The reconciliation carried 
out in October, 1958 at  the instance of Audit rmrealed that a cheque 
for Rs. 2.267 issued by the Mission to the Tourist Office in recoup- 
ment of its imprest had been credited to the private Account of the 
officer. 

(d) A sum of Hs. 560 was charged by the officer to office con- 
ti11gencic.s ;,? March, 1957, for printing his personal visiting cards. 

73.  Ir! rc gz:a to the acqulcition of prernlses (item No. I )  the 
representallvc or the Ministry of Transport and Communications 
informeti t4e Committee in evidence that thc accommodation in 
qucslion wzs ecquired in prefereno? to other cheaper premises on 
account of ts more suitable location. A! the time of acquiring the 
premise!: i t  wns ntended tha! the Indian Mission would also occupy 
a portion thercof. After three years, however. the Mis;ion abrrndon- 
ed that l d ~ n .  I: had sincc been decided to hand o\.cr the premises 
to Air Indla Tnternatinnal in exchange with theirs a. t h ~ y  were 
located in a s:ndler building and were lookmg fnr larger accom- 
modation 

74. At t;lelr jnstance, a note was furnished :o thr. Committee h\' 
the Ministry of External Affairs regarding the leasing n' th i l  

premises. It appears therefrnm that the Embassy had intimated t h r  
mini st^ of Trarsport, without thc approval ~f thc Ministry of 
External Affairs. that the Air Wing would share the ~ccommodation 
before the lease for ?he premises was entered into. Later when thc 
Ministry of Transport referred the matter to the Ministrv or External 
.4ffairs. !hrs 1:ltter did not acquiesce in the prop7sal of the Emh~ssy  
as thc surplus ?pace was not large enough to nccommod~te the Air 
Wing and mcrenver r+dcsigning and alternations in the building 
were required. The matter was under correspondence between the 
Embassy and thn Ministrv of External Affairs for nearly three vcnrl:, 
as to hnw best the sharing could he brought about. It was ultI- 
mately decided :o exchange the building with that occupied by thc 
Air India International in that countrv. The Committee uiould lilce 
tn  knm i f  the exchnnae o f  n r e w i s ~ s  has since taken ptwe. 



' The Cbmmittee &re mt satisfied with the manner in which thb  
w e  had been dealt with. Had the Minbtty of Transport referred 
W matter to the Extenal Ajrcrirs Ministry on receipt of the 
Ctimation in March 1956 from the Mission abroad, about shifting 
part  of the Embassy to the premises there was a possibility of 'the 
negotiations for lease being given up. The Ministry of External 
Affairs are also to blame in that they did not stick to their earlier 
decision but were constantly raiw'g rtdpes in the minds of the other 
Ministry by their subsequent action over a period of 3 years. The 
result was that the Ministry of Transport could not take any action 
ron their own to settle the problem. 

75. The Committee have come across cases of purchase of 
property and lease hold lands in foreign countries, some of which 
a re  not to the best advantage of Government for one reason or 
another. They are of opnion that if all such deals are channelised 
through the Ministry of External Aflairs and the Mission in the 
.country concerned it would ensure the best co-ordination which is 
oery necessary to cut down all unnecessary outlay. 

76. With regard to the second and third items mentioned in para 
72 above, it was admitted in evidence that the Tourist Officer had 
exceeded his powers in incurring expenditure on renovations, deco- 
rations, etc. and that for this and other irregularities committed by 
him the ofacer had been served with a charge-sheet and his 
explanation was under examination by Government. The Committee 
would like to be informed of the finol outcone in this case and also 
of the remedial measures taken by Govenntent to obviate recur- 
rence of such cases in future. 

*Construction of an Oil Jetty-para 41 of Audit Report 1958, page 42. 
77. A new Oil Jetty was completed in November, 1955 at a cost 

s f  Rs. 17.57 lakhs as a part of Kandla Port Project. Two Oil t a n k e ~  
were berthed in this jetty in November and December, 1955. The 
second tanker, however, broke adrift due to unfavourable direction 
of tidal conditions and the wrong alignment of the jetty. Since 
then the oil co panies have refused to use this jetty. The inwsti- 
gation by the d% velopment Commissioner established that there was 
a mistake in alignment of the Jetty and an extra-expenditure of 
Rs. 5 lakhs would be necessary to make it usable. In March, 1958, 
Government appointed a Committee of experts to examine the 
further course of action regarding the new jetty and also the quet+ion 
of responsibility for any i n f r ~ c t u o ~ ~  expenditure. 

78. From a copy of the r~port ob the Committee-of experts fornis)lq 
d by the HipJltFJ, .the.bnmitbe h r v e  tkrf..tbt d w  Oil if- 

so12 (All) M. 



unusoblt due to mistaken assum 40ns about tiw m o v ~ t r .  
h@te the advice tendered by the 8 on%l&ii( &&ieei'i fPit a 
coimprehensive investihtion of the tidal 'movekents' W& hecksap 
not only for navigationil purposes but also for 'the correct dhg'hf 
rbarves and dock entrance and other port structures, the Engin'%;- 
ing Department failed to collect the requidte data and verify the 
fa* An additional expsllditure of Rs. 4.4 lakhs will have to h 
innvred in order to make the Jetty usable. 

The Experts Committee had Axed responsibility for the o d o m  
on three engin* (two foreigners and one Indian). No action was 
possible against the two foreigners who had left India long ago; 
Government's displeasure had been communicated to the third 
ofllcer who had been reemployed by Government. 

To prevent such lapses in future, Government have issued instruc- 
tions that the engineer-incharge of any project should on receipt of 
a project report prepare detailed check-list to include all items on 
which special action has been recommended in the project report 
which he himself considers necessary for the proper design or 
execution of the project. The list should tx brought up-to-date 
from time to time indicating the action taken and made over to his 
successor by an ofecer while handing over charge. Such a check- 
lkpt will enable the new incumbent to satisfy himself that the 
requisite action has in fact been taken and chalk out further action. 

79. The Committee regret to observe that the new Jetty 
constructed at a cost of Rs. 18 lakhs has not been used for about 5 
years; interest, depreciation and maintenance charges (@ 6 %) 
thereon amounting to about Rs. 5 lakbs will also add up to the 
Miuctuous outlay. Thq/ are concerned to learn thu2 aten aftez 
muking the Jetty wabk  at a further cod af Rt. 5 krkfu, the ptosprct 
of its being wed fully is not bright (the existing Jetty naeets the 
went requirements) unless the t r a m  increases by about 50% of 
itt went level. The Committee twst th4t Oavrmmrnt will do 
dl they can to fircilitate the full use of the New Jetty in as t h m t  a: 
timc as ponfbtc. 

.I 

80. The detailed estimate for the cmutruction of a road in r 

raatrrctarinbraaakr,lIOM~therbw,rOtsrphuUPCbotfs 
t b ~ t b s ~ ' ~ t U - r * l r W t b c n r * a m r l t t m i r n #  



made to r d  as 'cutting and 
or cane clumps'. Neither the 
nor the local s c b ~ u l e s  of r aps  proyid@ a n+ fgr cuttlr)g p d  
removing 'cane c!&ps' as & t i n e  fpm p a m e  C ~ P  
certain objections being raised in Jenuary, 1856, $e xwtipn~ 
Engineer in June, 1Qd chang6  the t l a t u r e  of'* 
as 'cutting and uprooting and clearing b a m w  apd cane 
sanctioned a rate of Rs. 2181- per 100 sft. plus 15% extra for it. 
me Anal bill prepared on the basis of the substituted rate s h o w 4  
thet a sum of Rs. 1.07,169 had been paid in excess to the contractor. 

81. In evidence, the Committee were informed that the mistake 
was detected when the payments made for this part of the work 
exceeded the estimated amount. The cmtrator had neither accepted 
the substituted item in the agreement nor the relevant measurement8 
recorded in the final bill and the matter had been referred to arbitra- 
tion. The Comrntttee would like to be informed of the settlement in 
due course. They suggest that Government should also institthe an 
enquiry to investigate the circtimstances in which payments were 
mude to the contractor and fix responsibility therefor. 

Hindustan Shipyard (P) Ltd. 
Para 54 of Aud~t Report, 1958-pages 69-72 and paras 147 and 150 of 

18th Report of P.A.C. (Second Lok Sabho). 

82. The Hindustan Sh~pyard w continuously incurring 
losses since 1952-53. In 1956-57 the loss amounted to Rs. 3-Qg l a .  
The Public Accounts Committee (1958-59) in their 18th Report had 
expressed concern over the losses and desired that early measure8 
should be taken to reduce overheads and to step up production. They 
had reiterated the necessity of introducing edective me*& of cost 
control and also recommended in this connection the establishment qf 
an efficient estimating department in the Shipyard manned by 
specially trained staff. 

83. In evidence, the Managing Director, Hindustan Shipyard, .p 
prised the Committee of the steps being taken by the Shipyard to 
reduce the cost of construction of ship. It was stated that the paz- 
gressive expenditure was being kept under close watch and the work- 
ers were being fully employed by ensuring proper pkanning + 
procurement of material and settlement of plans a w  ~ t i o . s  
with the indentors before commencement of the wurk. 'he h 
irtry of Transport and Cornmunlcatioru, have a h  stnt a xmb pui- 
suant to the recommendations of the Public ~ceouuta CubhWe 
which explains the various nmams 8asp;t;cd to iid& *, to hC 
cnmse production and to emre -on of b&rate mtbida 
by campctmt Nn. The CmnJttm l#ba h t i h  t& A h  of tli& 
m m u r e s  through subsequent Audft Reports, 



' 84. The C o d t e e  were informed that the question of claiming 
compensation from the technical consultants for the losses suffered 
bjr the ~ i n d s k n  Shipyard due to defects in plans and designs of . 
b e e  ships was still under consideration. They would like that the 
matter should be finulised quickly and the result intimated to them. 

DEPARTMENT OF COMMUNICATIONS AND CIVIL AVIATION 

Losses, writes 08, etc. Note 3, pags 77, ,Appropriation Accovnk 
(Civil), 195738, VoZ. XW. 

85. A 10's of Rs. 41,578 due to caking of cement by long storage in 
a C.P.W. Division was written off by Government in October, 1957. 
In extenuation of the circumstances leading to the loss, the represen- 
tative of the Ministry of Transport and Communications stated that 
orders for about 8,800 tons of cement required for two works (pend- 
ing formal approval of Government) at Dum Durn Air Port were 
placed on the D.G.S.&D. in November, 1947. About 4,463 tons 
of the material was received in instalments during the period April 
to September, 1948; but the work commenced only after November, 
1948. During the intervening period owing to abnormal monsoon 
conditions (humidity as well as leakage in the roof of the storty 
room), the cement deteriorqted. In May, 1948 efforts were made for 
the diversion of the supplies of cement to Lucknow and other 
places where it could be utilised; but the request was not agreed to 
by the Railway Administration. The Honorary Cement Adviser to 
Government was also approached in Novembtlr, 1949 to permit the 
sale of cement in stock but he gave permission for the sale of 60 tons 
only. The Committee desired to know the dates on which the supplies 
of cement were received and the arrangements made for its storage 
and upkeep. They also enquired the date on which the caking of 
cement was first noticed and the measures taken by the administra- 
tion to improve the condition of storage thereafter. The witness 
could not give a satisfactory answer but promised to furnish a written 
statement which is still awaited. 

: 86. The Ministry of Finance (Communications) have furnished a 
.note stating the ciccumstances under which they had agreed to the 
yrrite-off of the entire loss on this account. According to this note, 
on receipt of the p r o p @  for the write-off, the Ministry of Finance 
raised doqbta regvding a m g e m e n t s  made for the storage of cement 
aad,enq+red .about the qecw measum taken by the C.P.W.D. to 
protact. the rnatqrial from humidity and moisture at Calcutta. P l e  
$!&ustry of .Works, Haying and $upply had contended tl+.t the loa 



occurred on account of unavoidable long storage of I ,.., cement, and not 
because of any defective or unsatisfactoj storage condi~ons. 

The Committee h d  it dHcu dle the above statement 
with the Transport Mihistry's a in evidence that certain 
leakage in the roof of the store mom had been detected. They wou2d 
await the note from the Ministry of Traryxrtt before recotding theit 
opinion on this case. They regret to observe t h t  too long a time 3r 
taken by the Ministry in furnishitrg the note. 

Znfructuous expenditure on watch and ward and non-recovery of 
ground r e n t N o t e  4, page 77, Appropriation Accounts (Civil) ,  
1957-58, VOZ. XVI. 

87. In 1940, a piece of land was acquired by Government to provide 
a temporary extension to an aerodrome. As there were some private 
buildings on the site, a portion of the land was leased out to the 
owner of the bui!dings initially for 5 years. Piecemeal renewals of 
lease were sanctioned up to March, 1949. One of the conditions of the 
renewal granted in 1947 was that the lessee should pay one rupee per 
square yard per year and should, if so required, remove the buildings 
and structures owned by him and deliver the land to Government in 
usable condition without any compensation. In January, 1950 Gov- 
ernment proposed to enhance the rent to Rs. 3 per square yard which 
the lessee did not accept. In 1952, Government decided to purchase 
from the lessee the building, etc., for Rs. 33,574 on the basis of the 
then-estimated market value and to adjust this price aminst the 
arrears of ground rent at the increased rate due from the lessee. The 
building was taken over in November, 1952, but was not put to any 
use until July, 1958 when it was ultimately decided to demolish it. 
The work of demolition was completed on 4th March, 1959. Mean- 
while, an expenditure of Rs. 5,958 was incurred on watch and ward 
up to January, 1959. 

88. In evidence, the Committee were informed that in order to 
eject the lessee from the land and to recover the arrears of rent from 
him, legal prccecdings were necessary, which would have been a 
time-consuming process. It was, therefore, decided to purchase the 
building and adjust the price thcreof   gain st the arrears of rent. 
Further, in view of the acute shortage of residential accommodation 
in Bombay it was then considered that the building could be allotted 
to the employees cf the Air Corporation for residential purposes 
This proposal, however, did not materialise as the staff refured to 
occupy the premises, which lacked essential amrnities like kitchen,' 
bathrooms, etc. 



86. The w i n i t +  are not satisfied with the e+lanation. Zn 
a(aw of a ckai  st&lotion in tka Lease agreement t b t  t& lersee 
r W d ,  if required, remw the buildings and stnrctltres owned by 
him and deliver the Zcrnd a .Government w3thout any compensation, 
it is surprising why the authorities did not choose to exercise this 
right when the lessee tefused to pay the enhunced rent. Since the 
land was not urgently required, Government could well have insti- 
tuted legal proceedings, if necessary. It also appears to the Com- 
mittee that the oficers who took the decision to purchase the building 
withwt properly consideting its utility, have erred grievously. 
Further, it is strange thut the authorities should have taken six p a r s  
to come to a decision regarding the demolition of the structures, which 
m l d  not be pwt to any use and ineutted an avoidable expenditure of 
Rs. 5,958 on watch ctnd ward. 

Losses in wwking, sub-para (ii) of para 55 of Audit Report, 1 9 5 6  
Pages N. 

90. The Indian Airlines Corporation was continuously incurring 
bases since it was formed in August, 19%. Although from 195667 
onwards there was a slight improvement in the working results on a 
majority of its servic&, the Corporation was still incurring loma and 
in a number of cases even the direct cost was not recovered. All the 
freighter services were running at a loss which amounted to Rs. 19.48 
lakhs in 1956-57 and Rs. 18.M lakhs in 1957-58. 

91. In extenuation of the losses incurred by the Corporation on the 
freighter service the General Manager, LAC, stated that the bulk of 
the operations related to transportation of jute, tea, etc., and the 
freight rates in respect of these commodities were being kept wry 
low with a view to encouraging their export trade. As a C o m w -  
&I Undertaking, the Committee see no reason why the Corporation 
ahould ofer rates which do not cwet  its working eqenaes. 
However, on the same rates, the private companies operating in the 
area were reported to be making profits. The Committee feel that 
there is scope to bring down the working expenses. They t w t  that 
an all out e@rt will be made to minimise them. The Committee wUt 
await a report about the meaacres actually adopted to achieve Uhb 
end, 

92, The Committee understand from Audit that in certain cuer 
the Ca~ponrtion had to aperate on uneconomic lines at the htum 
of State G m m m n t s .  The question whether the State Qovcrnmantr 
coaaPnsd should a r e  the lorues on these operations wan under 



examination of the ~ o v ~ e n t .  The Committee feel that an clbrb 
settlement should be remhed in the matter. 

Stafl in excess of the nornaal standards--sub-para ( i v )  of para 55 of 
A d i t  Report. 

93. There had been a progressive increase in expenditure on st&, 
etc. The number of employees in the Corporation increased from 
7,449 in 1953-54 tc 9,448 at the clow of 1957-58. A firm of efaciency 
experts employed by the Corporation in 1955 had reported that in 
the Engineering and Stores Organisation of the Corporation 7W 
employees were surplus to requirements. 

94. In evidence, the General Manager admitted that judging from 
the standard of other countries the s td l  engaged by the Corporaticr! 
-would appear to be on a higher scale. This, according to him, was 
.due to peculiar conditions of labour prevailing in the country. The 
Corporation was, howwer, revising its staff requirements on the 
basis of the recommendations of the Expert Committee in consulta- 
tion with S W  Assessment Committee on which workers w a c  also 
r~presented. The Committee are concerned at the dehys that hove 
have occurred in jbng norms of output fo7 ~ r i O l l S  categodue 
of warken, without which the management hcrs depnved i&eY of a 
witd instrument for cowt~olling costs. The Committee trust that the 
Cotpotation will take a decision on this matter without further lous 
<of tine to enable it to conrider, on this basis, ways of raising the co- 
eificient of eficiency of its wwkers. 

Cases of avoidable a d  infructuous expenditure-sub-para (vii) of 
para 55 of Audit Report, 1959. 

95. The Committee propose to deal with some of the more irnport- 
ant items of avoidable and infructuous expenditure referred to in 
,the subparagraph cited above. 

.Avoidable expenditure of Rs. 2 lakhs on the shifting of administra- 
tive oflces to Durn Durn. 

96. In April, 1955, the Corporation shifted its administrative om- - from a building in the city of Calcutta to the Military Hutmenb at 
Dum Dum in order to effect a saving in rent of Rs. 4,000 p.m. On 
the  other hand, an expenditure of w e t  Rs. 2 labs was incurred on 
structural alterations, shifting of records and furniture and M 
transport. Later on, the Corporation realised that shifting to the 
Rutmentu involved problems affecting tdlciency, co-ordfnation and 
attendance and, therefore, h ind  in December, 1953 a new building 



in the city at a monthly rental of .Rs. 5,500 p.m. in addition to the pay- 
ment of brokerage. 

97. In evidence, the General Manager, Indian Airlines Corpora- 
tion, stated that the shifting of the administrative oftices was intend- 
ed to bring all the ofices of the Area Mamger at one place. It was 
also proposed to construct residential quarters for the staff on a piece 
of land near the airport which was at the time under unauthorised 
occupation of displaced persons. It was, however, found difficult 
to eject them from the land with the result that the staff had to be 
provided with transport between the city and the military hutments. 
This, apart from being expensive, was not considered to be a suitable 
arrangement. It had since been decided to construct a new building 
for the offices of the Corporation in the city for which requisite land 
had been acquired and other foml i t i e s  completed. 

In the opinion of the Committee this case indicates prima facie 
Lack of proper planning and foresight on the pan of the Corporation 
which resulted in Zarge avoidable expenditure. 

Excessive expenditure on renovation of booking o m e s .  
98. The Corporation got its booking office at Bombay renovated 

in 1954-55 at a cost of about Rs. 1,45,000 through a contractor. Two 
other cheaper offers at Rs. 91,582 and Rs. 94,600 were rejected on the 
ground that their designs were not suitable. Similarly, the renova- 
tion of Delhi Booking Oface was got done by the same contractor in 
September, 1955 at u cost of Rs. 1.84,000 although anothr.r local con- 
tractor had made a cheaper offer of Rs. 48,837. In the opinion of 
Audit, as no specifications of the work to be done were determined, 
it had not been possible to ascertain whether the various items of the 
work were completed according to the specifications. 

99. In evidence, the representative of the Indian Airlines Corpora- 
tion stated that the contmctor had previous experience of that type 
of work and his plans and designs were considered to be superior 
to other offers. It was, however, admitted that there was no expert 
body in the Corporation to compare the different designs and ensure 
that the rates quoted by the Contractor were reasonable. The Com- 
mtttee were surprised to learn this. In the absence of detailed 
specifications they fail to understand how the authorities could deter- 
mine the cost of work and satisfy themselves that the contractor wlu 
not paid at higher rates than were necessary. Further, the Com- 
mittee also feel that the nuznagenaent should have displayed mate 
austerity in spending on s w h  items especially when the booking of7E- 
ces.ate located in hired accomnwdat2on and the Cwporation to& 
incurring losseo every yew. 



. , 35 

Instances of irregular payments of allowance and other emolunrentti-- 
sub-para (vi i)  of Audit Report, 1959. 

100. The para in the Audit Report cited the following instances of 
irregular payments of allowances, etc.: 

(i) Payment of foreign allowance to staff recruited locally in 
a foreign countty; 

(ii) payment of dearness allowance to retired Government 
officials in contravention of rules and objections from 
Audit ; 

(iii) ex-gratia payments made by the Chairman of the Corpora- 
tion (i) to a State Government officer as honorarium for 
his part-time services to the Corporation and (ii) to the 
family of the officer for returning to their home-town after 
his death. 

101. In evidence, the General Manager of the Corporation explain-. 
ed to the Committee that the foreign allowance was paid to the em- 
ployees due to a misunderstanding about their nationality as they- 
had migrated earlier from India to the foreign country. In other cases 
payments of dearness a l lomces ,  etc. were made to the retired offi- 
cials under the rules applicable to other employees of the Corpora- 
tion. The fact that these rules did not apply to ex-Govemmwt om- 
cers, re-employed within a period of two years of their retirement, 
was not appreciated. The ex-gratia payments were sanctioned by 
the Chairman of the Corporation in exercise of his own powers. The. 
matter was not reported to the Board of Directors through an over-. 
sight. 

The above instances indicate, in the opinion of the Committee, the 
need for tightening up the Administration. 

Cases of losses and rnisapptqwiation-sub para (s) of para 55 of 
Audit Report, 1959. 

102, Misappropria tion by booking agents.-The Audit Report dis- 
closed loss of over Rs. 2 lakhs incurred by the Corporation due to 
misappropriation of monies by two travel agents. In cvidence, the 
General Manager explained to the Committee that the cases re1a:cd 
to the period prior to introduction of the new procedure und-r wh'ch 
the booking agents were required to furnish security deposit to the 
Corporation and submit their accounts every fortnight. In case af 
default, the Corporation could now stop tho future credit of the 
booking agents and even forfeit their security deposits. The Corn, 
mittee would like to emphasize the need for closer watch b.V a sen* 
afficicrl over the recovery of amounts due to the C o r p o r a t h  



I&. Lose of radio equipment.--Out of the Radio Equipment said to 
fhave been purchased for Rs. 54,989 by the Resident Representative of 
& ex-airline, equipment valuing Rs. 36,076 was shown as t r ~ s f e r r c d  
to Kathmandu but no records were available to show their actual 
despatch, nor were these stores found in Kathmandu station on 30th 
September, 1954 at the time of physical verification. A court of 
enquiry conducted in June 1955, inter aliu revealed certain imegu- 
iarities in the purchase of stores as well as negligence on the part 
of oiacers in allowing the stores to lie in Kathmandu under condi- 
tions in which these were damaged by rain water. 

104. In evidence, the General Manager of the Corporation stated 
that although it appeared to be a case of malpractice, it had not been 
possible to prove the inala fide of any officers for want of sufficient 
evidence. 

The Committee do not consider this explanation as satisfactory. 
In their opinion, the oficers through whose negligence the Corpora- 
t.$m ,,sufJered the loss should not escape departmental punish- 
merely because it was dificult to establish their mala-fide. In the 
past the Public Accounts Committee have emphasised that ofacials 
found guilty of spending funds extravagantly or wasting them 
through neghgence deserved condign punishment. The Committee 
are, therefore, unhappy that the ofiiats who were guilty of negli- 
gence in this c u e  were not dealt with timely but were allowed to 
Zeaue the Corporation. They trust tM in future such cases will be 
dealt with severely. 

~n;a t is factot~ state of stores and equipment accounts-sub-para ( ri) 
of pura 55 of Audit Report. 1959. 

105. The Corporation took over, on netionelisation, stores and 
spares worth about Rs. 1: 5 crores and equipment and property worth 
about Rs. 4.81 crores but no physical verification was carried out dur- 
ing the years 1953-54 to 1955-56 though this was specifically provided 
for in the Corporation Rules. Even block registers of property and 
equipment were not properly maintained. The result of physical 
verification conducted for the stores es on the 31st March, 1957 re- 
vealed shortages of Rs. 2,83,182 for which no responsibility could be 
fixed. 

10C). In extenuation, the General Manager urged that the discre- 
pnncies in the store and equipment accounts pertained to the assets 
acquired by the Corporation on nationalisation. Since the private 
cornpanfes did not maintain proper ledgers or invoices for stam it 
m di5cult to make a proper aswaament. These store accounts 
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.were now being reconstituted. Proper accounts were, however, being 
maintained for stores and equipment purchased by the Corporation 
after nationalisation. 

107. The Committee attuch great importance to propet muintenunc't 
of accounts and periodical verification of stores. Stores are wlr in 
another form. They would urge upon the Coq~oration to give thia 
mutter se7iou.s a t t e n t h .  They would like to be informed of Zhe, 
progress W e  in the matter through subsequent Audit Repor&. 

108. The Audit Report also mentioned that surplus Dakota spates 
worth about Rs. 50 lakhs had become obsolete and Viking Spares 
worth a like sum had become surplus to requirements following 
withdrawal of this aircraft from operation. The Committee would 
like to know how the BILT#US and obsolete airctaft spares ate pro- 
pored to be disposed of. 

N w  Drrtiu; UPENDRANATH BARMAN, 
The 22nd March, 1W. p 

Chdtra 2, 1882 (s&). 
.a 

Public Accounts Corn-. 







(Referred to in Para 66 of the Report) 

MINISTRY OF HOME AFFAIRS 

Note 

SUBJECT: --Gmts-in-cFid to the Sarva Seva Sangh by the Govemmed 
of orisso. 

The Lok Sabha Secretariat (Public Accounts Committee) in their 
Odice Memorandum No. 2(1) (12)-PAC/59, dated the 4th June, 1959, 
sdught information on the following points with reference to a 
qiiwtion answered in the Parliament in May. 1959, relating to the 
grants to the Sawa Seva Sangh: 

( i )  Whether the grants-in4d in this case and in other such 
cases envisaged in the first proviso to Article 275(1) of 
the Constitution are made direct by the Govt. of India 
to the institutions /bodies concerned or through the 
agency of the State Government: 

(ii) whether any terms and conditions were imposed on the 
Sarva Seta Sangh before the grant was made to it by 
the Central/State Government and whether any test 
audit of such grants has been/was and is being con- 
ducted by the Audit Department; 

(iii) (a) in what manner the funds thus given are spent by 
this Organisation, and 

(b) whether any machinery exists to exercise a check 
an the proper utilisation of the Funds by this Organi- 
sation; and 

(fv) whether any irreguluitier, were noticed by the Audit 
Ofecer in the course of Audit of Accounb of thja 0- 
nisation? If so, the nature thereof and the steps taken 
td set them right? 

2 In d t a t i o n  with the State Govemmcnt the following 
information was furnished to the Lok Spbha Secmbrl.t oid. 
Minfstry of Home Affairs Onace Memorandum No. 20/44/39.SCT. 
m, cirtcd tht 29th A U ~ U S ~ ,  1958: 

(1) The panwin--rid in this case and in dm srach c- 
caviqpd in the h t  proviso bo Artid+ 275(1) ob the 



Constitution are made by the Government of India 
through the agency of the State Government. 

(ii) A copy of the statement (enclosure) indicating the ten- 
'and conditions imposed by the O r b  Government on 
the Sarva Scva h g h  for the utilisation of Central grant 
given through the State Government during the years 
1955-56 and 1956-57, is enclosed. The State Govern- 
ment have informed that no audit was done by the 
Audit Department in the past, but the accounts of the 
Sangh were audited by H. Naik & Co., Chartered 
Accountants, Cuttack upto 1957-58. 

. (iii) (a) The funds are spent according to the schemes 
approved by Govt. such as construction of wells, irriga- 
tion facilities, soil conservation, distribution of bullocks, 
housing, village industries etc. 

(b) The Collector of Koraput who is the drawing and dis- 
bursing oPBcer in respect of the Grant, is to check the work 
done by the Sangh and its accounts. But the Govern- 
ment of India have no special machinery to exercise 
regular check over the working of the Sangh. 

(iv) The Sangh did not furnish the accounts in time. Even 
the accounts furnished later in the year 1958 show some 
discrepancies from the figures reported earlier. Further 
grant to the Sangh has been stopped by the 
State Government and they have asked the Sangh to 
refund the unspent balance. A sum of Rs. 4.50 lakhs 
has already been refunded by them. The accounts 
furnished by the Sangh are being further scrutinised by 
the State Government to And out irregularities, if any, 
and the exact balance with Sangh. 

3. The Public Accounts Committee desired the above informa- 
tion vetted by audit. The Comptroller and Auditor General of India, 
New Delbi, has QO comments to offer thereon. 
I 

V. VISWANATHAN, 



Conditions o j  the grant of Rs. 11,92,000;- mcrde to Akhil Bhurat 
.Sarva Seva Sangha during 1956-57. 

The funds will not be used for party politics or any anti-Govern- 
,merit propaganda. If it is found that this has been done, future 
:grants will be withheld and those already sanctioned recalled. 

The volunteers to be engaged in the work of different categoria 
should be selected preferably both from the scheduled castes and 
scheduled tribes as far as practicable. , 

50°;, of the amount will be paid immediately for expenditure on 
the approved scheme. The balance grant will be sent on receipt of 

.accounts. The total Government grant will be subject to proportion- 

.a te  reduction on the basis of actual expenditure. 

The Organisation will submit to the State Govt. detailed report of 
the work done with a statement of accounts audited by an auditor 

-after the close of the year. 

Quarterly progress reports on the schemes undertaken by the 
' Organisations should be submitted to Govt. by the 10th of the month 
following the quarter. The first report for the current year showing 
progres  upto 31st December, 1956 should be submitted by the 10th 
J a n u n n ,  1956 and the report for the subsequent quarter by 10th 
.April, 1957. 

The Organisatinn will agree to the occasional visits of the Govern- 
ment officers and consider the suggestions for progressive working 

I of the scheme. 

The Organisation will agree to take a nominee of the Government 
as a member of their managing committee if so required. 

Conditions of the grant of Rs. 2,00,000,- ?nude to Akhil Bharat 
Sama Seva Snngha during 1955-56. 

Conditions laid down for payment of grant-in-aid to non-official 
organisations doing socio-economic uplift work are as follows: 

1. The organisation will submit detailed schemes within a period 
of one month explaining how the amount allotted to them will be 



spent. These schemes may then be forwarded to the State Govern-. 
ment for their approval. 

2. The funds given will be spent in improving the condition of the. 
Adibasis, Harijans and backward classes under the following broadc 
heads. 

(1) Education (2)  Economics ( 3 )  Sanitary and medical (4) Any 
other aspect from which these classes will bc benefited directly. 

3. The funds will not be used for party politics or any anti- 
government propagwda. If it is found that this has been done futurct 
grants will be withheld and those already sanctioned recalled. 

4. The names of volunteers to be engaged in the work of different 
categories who should be selected preferably both from the Scheduled 
Castes and Scheduled Tribes should be submitted to C;overnment for 
approval. 

5. 50"; of the amount allotted will be sent after the scheme and 
personnel have been approved by Govt. The balance grant will be 
sent in instnlments or on receipt of accounts. 

6. The organisation will submit to the State Government a dctailed 
report of the work done with a statement of accounts audited by an 
auditor. 

7. The organisation will try to raise at  least 20''; of the amount 
allotted to  them by voluntary contributions. 

8. Quarterly progress reports on the schemes undertaken by thc 
organisations should be submitted to Government. 

9. The Organisation will agree to the occasional visits of thc Go\*- 
e m e n t  officers and consider the suggestions for progressive work- 
ing of the scheme. 

10. The Organisation will agree to take a nominee of thc Chvt.. 
as a member of their managing committee if so requircd. 



Proceedings of the Sittings of the Futlic Accounts 
Committee held on the 19th to 24th and 26th to 28th 

October, 1959, 2nd to 5th, 7th, 8th and 14th 
DecemEer, 1959, 16th Maxch, 17th March, 

and ~ 2 n d  March, 1960 



PROCEEDINGS OF THE SIXTEENTH SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON MONDAY, THE 19TH 

OCTOBER, 1959. 

1. The Committee sat from 10.00 to 13.15 hours. 

PRESENT 

Shri Upendranath Barmar.--Chairman 

2. Shri Maneklal Maganlal Gandhi 
3. Pandit Jwala Pr;$sd Jyotishi 
4. Shrl Radha Raman 
5. S h r ~  T. R. Nesw~ 
6. S h r ~  T. Sanganna 
7. Shri Vlnayak R:lo I<. Kcr3tks;. 
8. Shri Yadav Narayan Ja?hz\ 
9. Shri Shraddhakar Supaksr 

10. Shri Amolnkh Chand 
11. Rnjkumari Amrit liaur 
12. Shri Roh~t  hfnnusha~ikar Dave 
13. Shri T. R. Deogirikar 
14. S h r ~  Surcndrn Mohan Ghose 
15. Shri Jaswant Singh. 

Shri A. K. Chnnda, Coinptroller & Awlitor Genercrl af 
India. 

Shri A. Kalyanaraman, Deputy Comptroller & Auditor 
Gerretal of India. 

Shri S. Venkntaramanan, Accountant General, Centre1 
Revenues. 

Shri P. V. R. Rao, Director of Audit, F.R.S.C.S. & M. 

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



Shri V. Subramanian-Deputy Secr.etary. 
Shri M. C. Chawla--Uncle? Scclmtary. 

Ministry of Conzmerce and Industry 

Sh:i S. Hangnnathan, Secretary. 
Shri V. L. Mehta, Chairn~.an, Khadi and Village Industries 

Commission. 

Shri A. R. Shirali, Add;tionai Budget Oficer. 
Ministry of Finance (Departnrmt of Expenditure) 

Shri K. L. Ghei. F~xcr:c.~al .4dt.iscr. 

MINISTRY OF COMMEIiCE AND INDUSTRY 

Audit Report (Civil), 1958-Part I 

l3eut.g eqerrd i ture  on t h t  esruhlishmcnt of (I Sitozc-Room-cum-Trade 
Centre abroad. Pcrn 19, pcgcs 18-19. 

2. To promote export trade, Government participated in a Fair 
held daring Scptcmber, 19% in Switzerland a t  which Indian goods 
worth nearly Rs. 3 lakhs wPre exhibited. As the cshlbition cvokcd 
considerable Interest, n for-elqn national a ho h p p e n c d  tu be nn 
employee of A x  i!ldla Internatlcnal and had obtaincd the necessary 
permission from the Su-i.;~ nulhoxitics for cngaging himseif In trade 
was prevailed upon to organjse in October, 1054 a firm for the dis- 
play and s d e  of goods worth Rs. 74,000 left ovpr from thc Fair, 
pending the setting up by Government of a permanent show room 
a m - s a l e  centre. Ultimately, the firm took over goods worth only 
Rs. 34,000. No formal agreement was concluded with the firm. But  
certain terms and conditions were informally discussed and taken 
as agreed upon by thc Ministry. 

Subsequently in March, 1955, the  firm was paid a sum of Rs. 19,500 
to cover a part  of the initial cxpenses incurred by it in  arganising 
the temporary show-room of the store. 

3. The premises for the  permanent show-room-cum-sale centre 
were acquired in February, 1955 on !ease frrr 4 1  years fin a m m t h l y  
rent  of Rs. 1,850, in addition, an  amount of Rs. 2,17,865 had to be  
paid as goodwill money t o  t h e  former occupant for transfer of t h e  



:lease rights. The ground iioo: of th: b~i ld ihg  was used as a fhOoie- 
*room and a porticn of the first floor was made available to t he  firm 
rfor the selling business jn pursuance of the  understanding with it. 
It was required to mdre  purchases in cnsh or consignment basis 
from the show-room and a depot in the free port area which had 
becn set up by Government for the storage of unused exhibits. 

4. The expenditure incurred by Government up to 31st March, 
1957, was Rs. fL69.635. comprising Rs. 2,17,865 on goodwill money, 
Rs. 1.35,000 on cquipmtx-it, rctnovrttion and furnishings, R;. 1.01.(J00 
on publicity and advertisement. Rs. 1,96.000 on establishment. rent, 
lncql taxes and contingent expenditure ::nd Rs. 19,500 on the pay- 
v,:!:lt to  the firm mentioned above. Against goods wcrth Rs. 3.07.000 
rcceivcd a t  the Centre (including some fresh consignments from 
India) ,  the sales cfTrctcd u c r c  only Hs. Y4,30U (Hs. 41,800 irt 1955-56 
and Rs. 52,500 in 1956-57). 

( i )  Thc t>uildinq !n,qcthct!. bvith all equipment a!?d fu rn i shhg  
tc bc plncrd at t h ~  d i s y m l  of the  fnreirn firm. as agent 
o f  Govcrnmcnt. from 1st September, 1956 to the 30th 
July.  1959, for qi\.inq puhlicit!.. and for conducting 
whoIes:,le :trd * c!zil ! rsd . i t :  !!lJl~r, :;r,cci.r, : , ~ i l t  scd 
othcr tases bcing pnynblr hy Gnvcrnment. 

(ii) C;m-crnmcnt :o pay fur publicity nrrnnccmcnts, an amout:t 
of not Ips\: than 11s 32.600 filr the year endinq 31st 
i\uq:st. llr57. and such f i~ r thc r  annual amounts as may 
be dctcrmined by Government on the  results achieved 
in the first year. 

( i i i )  Af tw thc cspi ry  of the c u r r w t  lease on the 30th July,  
1959, Govcrnmcnt to transfer to  the  firm such occupancy 
rights as they may then have, subject t n  the provisiuns 
of the laws of the foreign country and consent of t!- 
landlord being obtained. The firm will nct pay any 
portion of thc goodwill money already paid by Covern- 
ment but will pay for the stock in trade, furniture and 
c,ther equipment. It will usc the building exclusively 
for the display and sale of Indian goods. 

The rent payable by the  firm for the period between February, 
1955 and S ~ p t c m h e r ,  1956, amounting to nearly IZs. 37,000 had so 

~ f w  not been recovered. ..'I 



6. Explaining the circumstances leading to the appointment o f '  
this new firm for the sale of Indian goods in preference to other. 
10031 firms doing the same business in Switzerland, the representa- 
tive of the Ministry stated that that was the most effective rlrrmge- 
ment possible at the time to develop Swiss inkrest in Indian gcods. 
In reply to a question, the witness stated that it would be difficult 
to assess the exact benefits accruing to India as a result of the 
opening of the show-room; however, he added that India's exports. 
to Switzerland had risen from Rs. 70 lakhs in 1954 to Rs. 124 lakhs 
in 1957. But not all that rise in exports could be attributed to the 
opening of the show-room. The Committee desired to be furnished 
with a note indicating India's exports to Switzerland during the 
years from 1953-54 to 1958-59; their break-up especially of the p o d s  
exhibited in this show-room. 

7. Asked whether the Indian Embassy in Switzerland had agrecd 
with the Ministry in setting up the show-room at Geneva and 
entrusting the work to the firm, the witness replied in the affirma- 
tive. The Comptroller and Auditor Gencral, however, intervcncd 
to say that according to tnc papers with him, the Indian Consul 
General in Geneva protested against the appointment of that firm 
in prefcra-~c-c !o othc;= wlio \\-?re &sdY in business and a!s:: t;lc 
Indian Embassy did not apprcve of Geneva for t!ie show-root-,. Trlc 
witness said he would check up and inform the Ccmmittce of  the 
correct pozi tion. 

8. When asked whether the idea of having a show-room at  Geneva 
was linked up with the problem of disposal of remnants of goods 
wcrth Rs. '74,000. the witness replied in the negative. The Cmn- 
mittee were also informed that goods worth Rs. 40,000 that had 
not been taken up by the firm were transferred to other c.xhihitions. 

9. The Committee next enquired about the consideration which 
weighed with the Government in handling over the building together 
with all equipment and furnishings to the firm in question. They 
desired to know whether Government did not feel any longer the 
need for taking active interest in the promotion of sale of Indian 
goods in Switzerland. The witness replied in the negative and 
added that by transferring the show-room to the firm, Government 
were able to get the old benefits for lesser expenditure. H e  added 
that a Committee was going intc the question of compensniron for 
this transfer and its report would be made available to the Public 
Accounts Committee in due course. 

10. The Committee then drew attention to the transfer of the 
lease of the show-room free of any goodwill or key money to the 



d m  on 30th July, 1959, under the latest agreement according tcr 
which the firm would continue to act as an agent for the Govern-. 
ment of India fcr selling goods for five years and thereafter either- 
party would be free to terminate that arrangement. They wanteci 
to know why the lease could not be renewed in the name of the 
Government of India as hitherto. 

11. The witness stated that the present arrangement Wac: mcre 
economical as the Government were getting the show-rcom facilities. 
a t  less cost. Further, although in lezal terms, the lease was termin- 
able at six months notice, the arrangements were expected t o ,  
continue. When asked whether the firm was under an obligatim 
to provide show-room facilities after the expiry of the lease period, 
the witness replied that there was no such stipulation in writing; 
but it could be enforced if  the firm retained the lease of the present 
building. If, however, i t  left that building and withdrew the show- 
room facilities, Government would not lose anything. They could 
always consider the setting up of their own show-room. 

12. Next, the Committec enquired abcut the publicity wcrk done 
by the firm. The witness promised to submit a note on t h ~ s  p i n t  
to the Cornmittce. The Committee also desired to be informed of 
the terms and conditions that were informally discussed with the 
firm and taken as agreed upon by the Ministry. 

13. The Committec then took up the case of the godown that had 
been taken at the free port at a rent of 100 Sw. Francs p.m. from 26th 
September, 1955 in view of the contemplated wholesale trade 
through the firm. The godown was renovated, providing heating 
arrangements, a show-room and a tclcphone. But nd one was 
staticned the1.c to furnish information to the public. Tnwe were 
only a few cases containing damaged goods in the godown. 

14. Explaining the positicn, the witness stated that the Ministry 
had not been able to come to a final decision regarding the reten- 
tion or the godown because of thr ccnflicting opinions recei-.?ed trom 
the lndian Embassy in Switzerland. But the Additional Secretary, 
Ministry of C. & I. who happened to be on a visit to Europo would 
discuss this matter with the Consul General there and thereafter 
a final decision about the termination or otherwise of the lease d 
the godown would be taken. The Committee felt that the Ministry 
should examine the feasibility of using the godown et Geneva as a 
central place for stocking goods intended for display at various 
exhibitions in Europe or America to avoid waste of money on, 
transpart. 



About the rent payable by the firm, the witness promised to 
,examine the position and submit a note to the Committee. 

Audit Report (Civil), 1959-Part I 

Avoidable expenditure on rent of a show-room and a resid~ntial pat 
aoroad-para 21, page 19. 

15. Wit11 a I-iew to  expanding the market for Indian goods. Govern- 
ment decided in February. 195'7 to open a show-room in a foreign coun- 
try. Some premises were taken on lease for onc year from 2nd Nov- 
ember, 1957 c7ti an r?n;iual rental of Rs. 25,858. although no date had 
been fiscd for the opening of the show-room. The necessary prelimi- 
naries su?h a9 decoration, elcctritication of the premises and posting of 
staff had not been completed even by Septembcr. 1958 (whcn the 
accountz of :hc Mission wcrr locally audited), but subscqucntly it was 
reportcd :hat Hs. 35.701 had bcrn spcnt on decoratmg and equipping 
the sho:v-mom. Consignments of goods. which arrived thcrc between 
the end of February. 1958 and the middle of May. 1958, lvcrc opened 
and chcckrd up only hy the end of Scptcmber. 1958 I?IP shotv-room 
actually opened on the 30th October. 1958 and cshibits ~'alucd at 
Rs. 37.111 were displayed in it. .4ccording to  thc A u d ~ t  Report the 
expenditure of Rs. 23,790 on rcnt from Novcmhcr 1937 to end of Sep- 
ten;ber. I958 rr.1;;~ be rc~arcieti as larqclv a\ .nldsDlr.  

The Mlssion, in additi:~n. rcntcd a residential flat, from 1st .April, 
1958. at an annual rcnt,~! of Rs. 6,460 fur an  India-bawd Manager of 
the show-room, who hcd not cirri;-cd ti l l  Febr.u~;ry. 1!)59. 

16. Ex$sln!ng :l:c pcsltiori, the w ~ l n r s s  statod thnt i t  was difficult 
in a foreiqn country to get suitable nccommodntmn immediately. 
Besides, renovation and decoration generally rrquircd six months to 
be completed. He did not think that the perlod for which the building 
remained unutiliscd couid he curtailed by more than two months. 

About the residential flat, the witness stated thnt a t  times it was 
cheaper to pay for a flat and keep it unoccupied for three nmnths than 
pay for hotel accommodation. 

:Unnecessary blocking of funds in a Mission abroad and loss of interest 
thmeon-para 23, page 22. 

17. During the period from May, 1957 to September, 1957, sums 
amounting to Rs. 5,92,500 were placed at the disposal of the Indian 
Mission in Aden to meet expenditure arising out of the projected visit 
.of some ships of the Indian Navy to that station. This amount includ- 
e d  Rs. 3.91,600 on account of a particular ship, whose voyage wm 
amcelled in July, 1957. After meeting the expenses connected with 



t h e  other ships, t t ~ e  unspent balance out of the above amount was 
8 .about Rs. 5,013,500 in October, 1957. 

Even though in September, 1957 the Mission was authorised to  
(utilise the unspent balance to meet its running expenses, i t  could not 
utilise it as its monthly expenditure was small and kept the  net  
balance of about Rs. 4,78,500 in a current account with a local bank 
resulting in loss of interest (1:) lkic smourlt. According1y in October, 
1957 the Mission asked for thc instruct.ions of the Xava! Headquarters 
about the disposal of  this arnount.. lying n-ith it.  The Mission was 
informed in February. 1958 that the unspent amount of Rs. 3,91,600 
might be refunded to C h w  r ~ ~ n c n t  accounl. 

18. In November. 1957, the Mission also pointed out to the  admin- 
istrative Ministry tne dcsirabi!ity of  transferring the amount from 
the local bank to an Indian Bank a t  the Station ~vhich was agreeable 
to k t ~ p  the armunt as a n  ir.!rrc.c: beq.:,ir,g s,t\.ing; :.tcr:..ln! with faci- 
litics for thr. withdra\val of the whole amount at one time. The 
IJis:;ion aivaited thc instructions o f  the admi~is t ra t ivc  Vinistry (who, 
i~on.c*vt>r. cspected :he !.lission to halve acted on the instructions of 
Naval IIcndquart~,rs ihs;!cd in Fchruary,  loti& until So\.ember. 1958 
wlwn the nmnunt was transfcrred to a Sn~vings Bank account under 
tr.1c.graphit. i~\.i!ructiclns of I Ministry. The delay resulted 
in iln:lccc!ssar;\. blocking of Go\-crnmcnt funds and loss of interest 
cstim;itc*d a t  about It.;. !I.Yl!i a! 21 pcr cent. per m n u m  fc) r  th? period 
from Xovt !n~ \ )~r ,  1957 to October, i958. 

19. Thv Conrmi:tw n.erc i?!formed 0y the rcpre.;cn!atire of the 
illinis!ry tha t  forchign missions v..crc under the adminiqtrative control 
of thc S l i n i s t ~  o f  Estcrnnl -4fTnirs but for reascms historical. t h e  
mission a! Adcn had bcrn under thc 3linistry of Commerce and Indus- 
try. That  hnc! r+-~'trd i * ~  , I  !rick t I f  cm~~!jri;ti(.,r; 2s the cc?ies of the  
t)rdc!ss tmiorscd by t h ~  Defcncc 3Iinistry to the Mission were sent t o  
thc Ministry of Estcrna! Affairs instend of !o the LIinistry of Com- 
m c r w  and Indus!ry. The former Ministry took no action on t h e  
endorsrrncnt as they felt tha t  the communication was for their infor- 
mation only. Steps, h i d ,  hvwcvcr. been taken to ensure that when- 
cavcr any such funds were placed at the disposal of t he  Mission for 
visiting ships, t h c  hnlance after expenditure was remitted back irnrne- 
,diately. 

Khadi and Village Industries Board/Commission 
Arrangements for rzlnning n Sales Enrporitim-para 22-11, page 20. 

20. An Industrial Advisory Boa.rd set u p  by Government in Febru- 
ary, 1953, opancd in July ,  1954, a Sales Emporium a t  its Headquarters, 
the Innnngement of which was entrusted to a registered Association, 
already engaged in similar trading operations of i ts  own, at a net 



remuneration of Rs. 1,000 per mensern The Board concluded an agree- 
ment in July, 1954, with the Association which was not approved by 
Government which suggested some modifications. The latter were 
not acceptable to the Association. The Government decided on 26th 
August, 1957, in consultation with the Ministry of Law, that it was not 
necessary for Government to execute the revised agreement at that 
stage and it should be left to be completed by the Commission, after 
taking necessary legal advice. The revised agreement was executed 
by the Commission on 23rd June, 1959. 

21. Explaining the justification for entrusting the running of the 
Bombay Emporium to a private Association, the Chairman of the 
Khadi Commission stated that the Emporium was planned on a some- 
what ambitious scale with the aid of the General Secretary of the 
Association, which had a record of good experience in the work. Such 
Emporia at Delhi, Calcutta, Madras and Bangalore were, however, 
being run departmentally as there were no such Associations at those 
places as in Bombay. 

22. About the working of the arrangements with the Bombay Asso- 
ciation, the witness stated that it wss advantageous to the Commission 
particularly when only Rs. 1,000 per month were paid in return for 
which the office bearers of the Associat~cn had to devote daily some 
of their time to the work of the Emporium. 

23. When asked about the reasons for the Association not accepting 
Government's suggestion for representation of t h ~  Commission on the 
Board of the Association, the witness stated that the Association was 
prepared to associate 2 representatives of the Commission with the 
mmagement of the Emporium. Whenever meetings were held con- 
,crning the work of the Emporium, the Commission was invited and 

its instructions were followed. 

24. Next, the Committee enquired about the steps taken to mitigate 
the lcsses in the running of variuus Emporia. The witness stated that, 
generally speaking losses were incurred in the first five years of the 
opening up of an Emporium. To mitigate the losses, the Com- 
mission might have to reduce the expenditure on the staff and to 
push up the sales. Explaining the loss of Rs. 10,000 incurred by the 
Bornha:. E m p o r i ~ x  ici ;hc jxar cnciir.g 30th June, 195!., he stated 
that there the subsidy allowed to b h a d t s  and bhavans was not taken 
into consideration and the rent of Rs. 1,300 per month for the premises 
was excessive and they had not been able to get it reduced. 

25. The Committee then enquired about the ratio of expenditure 
on administration as compared to the amount paid to the spinners of 
Khcrdi and whether with the rise in the price and sale of K h d i  wages 



53 
sf the spinners had risen correspondingly. The witness promised to 
-submit a note to the Committee in this behalf. 

28. M e n  asked whether the Commission had explored the possi- 
bilities of export of Khadi, the witness stated that recently t h e n  
had been enquiries from foreign visitors end the Commission was 
trying to follow it up. It had already entered into arrangements with 
the Handicrafts Marketing Cor?orn t ion for that work. 
h t l s  for the deuelopment of traditional Khadi, Para 22-B, page 20. 

27. The Khadi Board was allotted funds aggregating Rs. 5,52,94,000 
during the years 1953 to 1957 for granting loans, repayable within 
one year (and interest free from 1st April, 1955) to various private 
institutions engaged in the development of Khadi. 

The total net amount of loans advanced to various institutions as 
on 31st March, 1957, was about Rs. 4.83 mores. 

28. The receipt of audited statements of accounts and utilisation 
certificates, as prescribed by Government, in respect of the loans given 
to the various institutions got greatly into arrears and it was arranged 
in 1957 that the Board should get the accounts nf the institutions 
checked by its internal audit parties and that this check should be 
completed by 31st March, 1959. Information regarding the comple- 
tion of this check was awaited according to the Audit Report. 

Pending finalisation of forms of agreement, interim undertakings 
only were obtained from the loanee institutions, according to which 
the institutions agreed to execute the agreement in the  form prescrib 
ed by Government, when finalised. Although the form of agreement 
had been finalised in January, 1959, the formal agreements were yet 
to be executed in a number of cases. 

29. The Committee enquired whether Government had taken a 
decision with regard to the rate of interest to be charged for advances 
to the Comnission. The Secretary, hlinistry of Commerce and Indus- 
try inforn~cd the Committee that a decision had been taken in the 
matter and he would submit to the Committee a copy of the letter 
that hod been sent by Government to the Khadi Commission. 

30. The Committee next drew attention to the recommendations 
made in para 20 of their Eighteenth Report (Second Lok Sabha) 
aod enquired how far these recommendations had been implemented. 
The Chairman of the Khadi Commission stated that the work of the 
Khadi Board expanded rather rapidly and it took time to get the 
requisite machinery to cope up with the work. But at present a 
Senior Accounts OfRcer was in complete control of the Accounting 
System in the Commission. A Financial Adviser had also been asso- 
ciated with it. It was also being considered whether the F . h  



should he put in overall charge of the accounts to prevent the recur- 
rence of irregularities. The Comptroller and Auditor General point- 
ed out that there should be no delay in implementing the above pro- 
posal. The witness stated that he would discuss the matter with Audit 
and then report to the Committee. 

31. When asked about the net amount outstal~ding against the vari- 
ous institutions, the Comptroller and Auditor General informed the 
Committce that it amounted to Ils. 179 lakhs. The Committce desir- 
ed the b h i s t r y  to undertake a rc17iew of the system under which 
advances were made and suggesl saieguclrds to avmd payments to 
the societies which delayed or did not send the accounts. Asked 
whether the utilisation ccrtificatcs had been received from thc various 
ir~stitutions. the Committee were informcd that except for a n  item 
from an institution for Rs. 1,000, :he utilisation ccrtificatcs had been 
received. The witness also informed the Committee that i t  had been 
difficult for the Commission to get utilisation certificatcs from the 
statutory State Boards. 

33. Next the Cornnl~twe enquired about the rncasurcs taken by 
the Commission to see that money advanced to the States was spent 
for the intended purposes. The witness stated that that work was 
done through the zonal Directors of the Commissmn and of late. inter- 
nal audit parties were also looklng into this ma:ttJr il, rnhul-e that 
the work was being carrled on proper I~nes. Fu r~hc r ,  no cons~chm- 
tion was shown to a defaulting institut~ori. I'hc Commission \vas also 
unhappy to see that because of the programme not being propcrly 
planned in advance. certain amounts remained unutilisrd for some 
periods with the State Boards. It was also not possible for the Corn- 
miss~on to get the utilisation ccrt~ficates from the States Boards in the 
same manner in which i t  could get or dcmand submission of accounts 
in the c:m of other institutions. 

34. The Committee desired to be furnished with a note (a) discus- 
sing the feasibility of introducing greater direct control by the Com- 
mission over the State Governments in the matter of grant of the 
monies and to see whether these had been spent for the intended pur- 
poses and (b) whether the Commission was able to fulfil its mein 
purpose of propagating Khadi under the existing arrangements. 



Rebates on t h e  sale of Khndi and Saranjam, Para 22-C-pages 20-21. 
35, During a test audit of the accounts of the sanctioned rebates, 

it came to notice that- 

(i) rebates had been obtained on the basis of faked cash memo- 
rando b:; 3 institutions frnm one of which the entire amount 
involved i .e.  Rs. 989 had been recovered. In the  second 
case, out of an amount of Rs. 9,246 overpaid, Ks. 3.232 have 
been realised by the sale o' t he  stock of Khadi taken over 
from the institution. Thc third case is still under inwstiga- 
tion. 

(ii) no refunds of rebates uVcw being obtained by thc Gi)srd in 
respect of 'sales returns'. 

At the instance of Audit, Government issued ins:ructions :o the  
Board for effecting rccoi.eries in all such cases. An amount 
of Rs. 56,976 had been recovered on this accouxt upto 15th 
April. 1959, as a result of reiqiew of pas? cases and further 
re\?ieu. is in progress. A suitable proccdurc had since been 
introduced f c ~ r  automatically effecting such recoveries in 
future. 

Asked about the steps b e ~ n g  taken lo detect cases of  rebates on 
faked sales, the ivitness s:ateci t h a t  ihc  proccdurr ii-as being changed 
in consultat~on \vlth Autht. Thc Comnxt tw cies:red to  be f u m s h e d  
with a note examining the rneasurcs to prm-en: loopholes in the pro- 
cedure of payments to societies to prevcnt pvrnent of rcba:es on 
faked sales. 

36. The Co~lc t~r : t :cc  t h c ~ i  adjourned r i l l  10.00 hours on T~icsila!~. the 
20th 0ctoT)er.  1959. 



PROCEEDINGS OF THE SEVENTEENTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON TUESDAY, 

THE 20TH OCTOBER, 1959. 

37. The Committee sat from 10.00 hours to 12.55 hours. 

PRESENT 

Shri Upendranath Barman-Chairm.an. 

2. Shri Maneklal Maganlcl Gandhi 
3. Pandit Jwala Prasad Jyotishi 
4. Shri Radha Raman 
5. Shri T. R. Neswi 
6. Shri Raghubar Dayal Misra 
7. Shri Vinayak Rao K. Kcratkbl. 
8. Shri Yadav Narayan Jadhav 
9. Shri Shraddhakar Supaksr 

10. Shri Amolakh Chmd 
11. Rajkumari Amrit Kaur 
12. Shri Rohit Manushankzr Dave 
13. Shri T. R. Deogirikar 
14. Shri Surendra Mohan Ghose 
15. Shri Jaswant Singh. 
16. Shri S. Venkataraman. 

Shri A. K. Chanda. Comptroller and Auditor General of 
India. 

Shri A. Kalyanaraman, Deputy Comptroller & Auditor 
General of India. 

Shri S. Venkataramannn, Accountant General, Centrat 
Revenues. 

Sh r i  P. V. H. Rao, Director of Audit, F.R.S.C.S. & M. 
;Shri P. K. Sen, Director of Commercial Audit. 



Shri V. Subramaniail-Deputy Secretary. 
Shri M. C. Chawla-Under Secrertury. 

Shri S. Ranganathan, Secretary. 
Shri V. Neelakanthan, Managkg Director, Sindri Fertilizero 

and Chemicals Ltd. 
Shri C. S. Shukla, General Manager, Nahan Foundry L t b  
Shri K. L. Ghei, Financial Adviser. 

Ministry of ~ i n a n c e  (Department of Economic Affairs) 
Shri A. R. Shirali, Additional Budget Oficer. 

NAHAN FOUNDRY LIMITED, NAHAN 

Loans and advances-pura. 50 of Audit Report, 1958, Page 52. 

38. A loan of Rs. 4 lakhs was advanced by the Government in July; 
November, 1952, for which the Foundry was to issue debenture stock 
carrying interest at the rate of 41 per cent. per annum in favour cf 
the Prcsident. It was, huwever, decided in August, 194'7, to treat 
this amount as a repayable loan. A further loan of Rs. 3 - 5  lekhs was 
taken from Government in July, 1953, to meet the working expenses. 
The Foundry had made n proposal t o  the Government to convert the 
loan of Rs. 7 . 5  lakhs into share capital. 

39. Esplaining !he reasons for the conversion of this lmn into 
share capital, the reprcscn?ative of the Mhistry uf Commerce and 
Industry stated that though the prolit of the Foundry in 1958-59 was 
expected to b~ about Rs. 1 lakh, this rthturn was not considered 
adequate on a total paid up capit?ll ( i f  Rs. 40 lakhs and, therefore. it 
was thought that if this l oa :~  tva,;, cc~nwrted into share capital. the 
Foundry would bc savctd oi the interest charges t h e r o n  and thereby 
the direct charge on the gross profit w.wld be reduced. In reply to a 
question, the Conl;ni:!cp wcr.  informed t h t  the Foundry hid made 
provision in its accounts for the payment of interest on the total loan 
of Rs. 7 . 5  lakhs taken from the Government. 

40. The Co~nmittctx in this conection referrc d to their earlier 
rccommendntion made in par;i. 33 of their 18th Report (2nd Lok 
Sahha) that the capital of the Foundry might be sultably reem- 
Strumed and wrltt-n down in ordcr that the Foundry mlght snow 
2012 (Aii)  LS-5 



better working results in future and wanted to know the action taken 
thereon. The representative of the Ministry stated that as the entire 
share capital of the Foundry was owned by Government, the question 
of the writing down the share capital was still under the considem- 
tion of Government. He added that even in 1954, when there was a 
general valuation of the assets and an under-provision of drpreciation 
to the extent of Rs. 5 lakhs was detected, instead of reducing the 
paid-up mpital to that extent-which was considered to be a com- 
plicated and drastic stcop-thz loss was tr-felred tc  a separate 
&ccount to be written off from future profits. Therefore, the question 
uf further reduction of capital in view of the revaluation of the assets 
merited much closer considerction and the matter would be decided 
in consultation with the C. & A.G. 

41. When esked whether there was any proposal to have any other 
cost audit by the Cost Accounts Officer, the representative of the 
Ministry stated that it was not necessary and with the statistics 
available a satisfactory solution would be found out after discussion 
with the Comptroller & At:ditor Gcnersl and the Ministry of Finance. 

The Committee, however, pointed out that it would not be proper 
to write down the share capital on the one hand, and then to convert 
the loans fror? the Government into share capital. 

Large actstanding under loans & advances-para. 54 of Audit Report, 
1959, page 52. 

-2. (i) A sum of Rs. 65,031 was due from a Cosperative Ormisa- 
tion in Uttar Pradesh on account of goods supplied to it about two or 
three years ago. It  had not cleared the account in spite of the 
instructions issued to it by the U.P. Government. 

(ii) For debts amounting to Rs. 5,47,201 due from private parties, 
arbitration awards for Rs. 1,02,976 had been obtained by the concern 
and filed with thr  concerned courts for obtaining decrees but only a 
sum of Rs. 4,855 had been recovered till March, 1958. A sum of 
Rs. 5,000 was provided for bad and doubtful debts in the accounts for 
1957-58 making a total provision of Rs. 36,150 upto that date. 

43. When asked whether the provision for bad and doubtful debts 
was considered adequate, the representative of the Ministry stated 
that a large amount of outstandings was recoverable from the persons 
to whom the crushers had been given on hire. Most of these out- 
standings had since been recovered and the balance of outstandings 
was only Rs. 2.77 lakhs. Therefore, the provision for bad and doubt- 
hrl debts was considered adequate. 



44. When asked what steps had been taken to recover the amount 
due from the cosperative organisation in U.P., the representative of 
the Ministry stated that as a result of his personal efforts, a sum of 
Rs. 24,000 had been collected from the co-operative organisation and 
the Ministry was hopeful of realising the balance also. 

In reply to a further question, the Committee were informed that 
about Rs. 7,000 were due from persons now living in Pakistan. 

45. The Committee then referred to the recommendations of the 
expert ad hoc Committee appointed by the Government to advise on 
the steps to be taken to modernise the Foundry and diversify its pro- 
duction with a view to making it a more economic unit and wanted 
to know the action taken by the Foundry to implement thesr recom- 
mendations. The General Mmager of the Foundry stated that thc 
recommendations of the ad hoc Committee had been split up into 
twc stages far the purpose of their implementation. The first stage 
of develop~aent hx i  almost becn comp1ct:d and equipment worth 
about Rs. 1,2G,OOO had becn purchased, installed and commissioned. 
Equipment worth about Rs. 15.000 was b e i q  manufactured in the 
Foundry itself. As a result of this, it had been possible for the 
Foundry to  mcreasch its tonnagc cf castings. The had ~ilso been 
reduction 111 fuel due to higher melting rate achieved as a r-sult of 
~ 1 : i  i r I : . x i  a s .  The Committee were alw 
informed that the Foundry \vas undertaking the programme for 
diversifying its production and i t  had becn able to secure orders from 
Railways and P. & T. also for its products. 

SINDRI FERTILIZERS & CHEMICALS LTD. 

Rated capacitg not achieved according to the  originc! cstimates-para. 
51 of Audit Report 1958-Page 53. 

46. The factory was designed to have a rated capacity of 960 tons 
of Ammonium Sulphate per day with the use of seven compressors, 
with an additional on? as a standby. The original cost of the plant 
and machinery was Rs. 12,04,11,500. A further sum of Rs. 25 l a b s  
was spent on certain modifications of the plant to cc-nett imbalance 
in production. Despite this additional expenditure and the use of all 
the 8 compressors, the daily outturn of the factor?; was 906 tons ctrly 
against the ratcd capacity of 960 tons. .An additional tspenditure u l  
Rs. 50 lakhs was sanctioned in March, 1955 for the installmwri of a 
9th compressor and certain other improvctnents to achieve a rated 
capacity of one thousand tons pcr day. The 9th compressor is now in 
use since August, 1956. The total expt nditure incurred on the modi- 
fications of the plant upto the cnd of February, 1959 amounted to 



Rs. 51,29,607. Some of the modifications were, however, still stated to 
be under way. Though an  average daily outturn of 910 tons was 
achi-ved in 1957-58, the daily average production went down to 904 
tons in 1958-59. 

47. When asked why the rated capacity for ammonium sulphate 
could not be achieved, the representative o i  tne Ministry stated t h a t  
in the beginning c~nsideral le  time was taken in overcoming the 
difficulties In the grinding section of the Gypsum Plant and in the 
filtration of the Sulphate Plant and the Ammonia Plant. Secondly, 
the down time of the equipments, i.e. the time during which the 
machine had to be kept idle for the purpose of servicing was 
practically more than allowed for. Thirdly, the factory h:td not 
been able to get good quality Gypsum. Originally, the plant was 
designed on the basis of the Pakistan Gypsum which was 90 to 92 
per cent. pure. The Gypsum at present obtained from Rajasthan 
was ady of 84 per cent. purity. Fourthly, the coke available for 
the gas plant was of inferior quality than the coke that was sent 
originally to the designers for the gas plant. 

48. The representative of the Ministry, however, could not give 
any satisfactory reply as to why there was the decreas? in th.2 pro- 
duction of ammonium sulphate from 1957-58 onwards and as to why 
there was a variation in its monthly production The Committee, 
therefore, desired to be furnished with a note in this rcgard. 

45. Tht Cxnrti t tce t h c : ~  rcierrcd to the ~ c w  gas plant installed 
at the Factoq- and enquircd whether the Con~pany was satisfied with 
its working. The rcpresentative of the Ministry stated that the plant 
was at present only making ciprirnental  runs and was working only 
upto 50 per cent, of its rated capacity but according to the advice of 
sr, cxpert thc ~ l a n t  would evcntuslly achieve its rated capacity. It 
was, however, admitted that due to the presence of naphthelinc in the 
gases, !hc gLr:t h a d  to  bc stoppii  :tnd ~ 1 1 ~ .  ncccssary purification of 
gases undertaktn as a result of which the commission:ng of the plant 
was delaycd. 
Extra expenditure on the purchase of coal for the Coke Ovcns-para. 

53 ( i )  of Audit Report 1959-pages 49-50. 

5i;. The Coke Ovens at S ~ n d r i  consume annually about 3:85 lnkh 
t ~ u s  of selectrd 'A' grade and selected 'B' grade of coal, obtaincd from 
nearby collieries. 

Upto March, 1957, the Tender Notices and the Purchase Orders 
provided that payments for the supplies would be made on the result8 
of quality analysrs carried out by the Company with regard to ash 



and moisture content. All but two of the collieries accepted pay- 
ment on the basis of the analysis reports of the Company. These two 
collieries refused to accept payment according to this formula on the 
ground that the quality of coal actually supplied by them conformed, 
accoraing to their information, to the specifications of selected 'A' 
Gradc as laid down by the Company, and that under the Col1i:rp 
Contloi Order they were entitled to receive the full controlled ratea 
of coal mined at their collieries without any abat ment. They also 
threatened to suspend despatches if payment was not made accordmg 
to the mvoiced price based on the Colliery Control Order. The Com- 
pany conc ded on 2nd August, 1955 to the claims of these two collieries 
with retrospective cfTect from December, 1954 (when the coll eries 
startcd supplying coal to the Company) though the results of the 
qual~ty  analysis, carried out by the Company, indicated that tbe 
supplies made were of a grade lower than invoiced for. No reference 
was made on this point of dispute to the Coal Commissioner. 

51. According to bulletin Nu. 17, dated February, 1954 issued by 
the Coal Commissioner irrespective of the grading given to a colliery 
by the Coal Commissioner, it was the actual quality of coal des- 
patched that should matter, if a colliery graded as selected 'A' des- 
patched coal to a consumer who found on analysis that it was really 
Grade 'B' coal the consumer would be justified and within the law 
if he paid the price for Grade 'R' coal only. The above builetin also 
conceded that a contract stipulation that the consumer would get the 
coal analysed in such manner as might be a.qeed upon and pay the 
price according to the grade in which the coal was found on analp- 
sis to fall, would be a fully legal condition. 

52. Besides disregarding the above provisions, the Company 
ordered in May, 1957 that the payment to all the coal suppliers 
would be made on the Coal Controller's grading of the colliery 2nd 
not on the analysis reports of the Company. Thus. the Purchase 
Orders issued from the beginning of the finnncial year 1951-58 did 
not contain any stipulation to thc efPect that payment would be on 
the results of analysis. 

53. A test audit of the accounts of the coal purchases made by 
the Company for its coke ovens for two months in 1957-58 revealed 
excess payments to the extent of Rs. 47,300 and Rs. 57.300 respectively 
to the various Collieries for the supplies of lower grade of coal, as 
calculated from the results of annlysis made by the Companv. 



54. When asked why were the claims of the two collieries con- 
ceded when the results of the quality analysis carried out indicated 
that the supplies were of a grade lower than that invoiced for, the 
representative of the Ministry stated that since these two collieries 
refused to be bound by the results of the analysis carried out by the 
Company and threatened to stop supplies if the Company persisted, 
the only course open to the Company was either to accept the con- 
ditions laid down by the collieries and take the coal or forego the 
supplies. As the latter course meant a possible break-down in pro- 
duction due to paucity of coal, there was little choice left a t  that 
juncture. 

55. When asked why this matter was not brought to the notice 
of the Coal Commissioner who had the statutory authority to force 
any colliery to supply a particular quality of coal to a particular 
consumer, the representative of the hlinistry stated that though the 
Company had brought this matter to the notice of the Coal Control- 
ler, it was not actively pursued. He expressed his regrets for their 
failure on the part of the Company. It was, however, stated that 
the Managing Director of the Company had a discussisn with the 
Secretary, Ministry of Steel, Mines & Fuel and he would also discuss 
it further with the Coal Controller and the suppiiers of the Coal 
so as to arrive at  a satisfactory arrangement. 

Delay in taking possession of acquired land-Para 51 of Audi t  
Report, 1958, Pogc  54. 

56. Out of about 300 acres of land acquired in February, 1952 
valued at about Rs. 2,70,000 for which full compensation with interest 
was paid serveral years ago, about 200 ncrcs were still (September, 
1958) in the occupation of the old tenants. 

57. Explaining the reawns for dcloy in handing over th? pocses- 
sion of this land  b:, the  Ilihar Chvcrnn~mt,  the representative of thc 
Ministry stated that the Bihar Government were finding it difl ic~~it  
to evict the tenants. At present thcrc werc4 rtrJy 115 acrcl:, I f 1:rnris 
still to be handed over by the Bihar Government. 

Extra expenditure incuned in the construction of electric repnit nnJ 
Instrument shop building-Para 51 of Audit Report, Page 54. 

58. Due to repeated changes in the decision for the location of the 
Qectrical Repair and Instrument Shops, the building constructed to 



house these shops, had to be built in two stages resulting in a11 extra 
expenditure of Rs. 31,000. 

59. The representative of the Ministry stated that the change in 
the decisions was due to divergent technical advice received by the 
Company. 

1rregul.a~ appointment-Page 55, Para 51 of Audit Report, 1958. 

60. Under the Articles of Asmciation of the company, prior 
approval of the President is required for the creation of posts on 
pay of Rs. 2,000 p.m. or more. An appointment was, however, made 
on a pay of Rs. 2,200 p.m. in the scale of Rs. 2,000-100-2,500-12%- 
2,750 with effect from the l l t n  September, 1954, while the President's 
approval was zpplied for oil the 14th December, 1954. In according 
ex-post-facto sanction on the 18th May, 1955, the Government observ- 
ed that they did not favour the idea that the pay of such posts 
should exceed Rs. 2,250 and that their prior apprwal to this parti- 
cular appointment should have been taken and that the proposed scalc 
of pay should be treated as personal to the present incumbent and 
not be taken as a precedent. 

61. Explaining the reasons as to why prior approval of the Pre- 
sident was not obtained for the appointment as required under the 
Articles of Association of the Company, the representative of the 
Ministry stated that though the matter was discussed informally, 
formal orders in writing were not obtained through oversight. 

Pagnrent of Conrpcv~sntoty Allowance tn certain cases in excess of 
Central C;overniuent rates-Page 55, para 51 of Audit Report 
1958. 

62. The Company pays city compensatory allowance to their staff 
posted at Calcutta, but two o f  its ofikcrs nwc paid the allowhnce at 
Ks. 100 p.m. instead of Rs. 75 and Rs. 50 per month (the Central 
Government rntcs which the Company followed usually) fram the 
1st September, 1952 and 18th August, 1953 respectively. 

63. Thc Committw were irlforn~cd that the Central Government 
rates were not applicable to the Company automatically and the 
Board had the final authority to fix these rates. The incumbents 
had, however, since vacntcd those posts and the special rates of com- 
pensatory allowancc had bn?n discontinued. 

64. In reply to a question, the Committee were informed that the 
Sindri Fertilizers Factory had got its own recruitment rules. The 
cluestion of adopting the Central Government Service Conduct Rules 
(including recruitment rules etc) for the employees of the Company 
was stated to be still under correspondence. 



R i c e  preference to indigenous products-Page 55-Pam 51 c j  Audit 
Report 1958. 

65. The Factory alluwed a price preference of 29 per cent to an 
indigenous firm on the quotation of the foreign firm P.O.K. Sindri 
for the purchase o! Rasching Eings when the Government had 
accepted a price preference of only 15 per cent and upto 25 per cent 
to certain specified classes of stores for indigenous production. 

66. Elucidating the reasons for the additional price preference, the 
representative of the Ministry stated that the price preference of 29 
per cent was calculated on the basis of an import duty of 31 f per 
cmt. but fru~rl z, UUL.~:C~:IL 3va1la!~ft! later on (after the acceptance 
of the Audit para) it csme to their notice that the import duty was 
66 2!3 per cent. On this basis. the actual price preference worked out 
to only 6 per cent. 

In reply to a question, the Committee were informed that this 
price preference h8d encouraged indigenous production and the 
prices of Rasching Rings had also been brought down. 

Expensive arrangement for running l i g h t  vehicles-Para 51 of Audit 
Report 1958, Page 56. 

67. To secure better maintenance and longer life, each vehicle 
was placed in charge of a separate driver, entailing a large extra 
expenditure as it was considered to be more economical in the long 
rG The nurlnal duty  hours of a driver being only 8 hours a day 
each vehicle remained idle outside the duty hours of the driver. A 
large number of vehicles had, therefore, to be kept at a heavy capital 
outlay. 

According to the Audit Report, the management held that this 
arrangement ensured the durahilitv of thc m ~ c h i n e  ns each drivcr 
was held resconsible for anv dnmaqc to the car. 

68. Giving the latest position, the representative of the Ministry 
informed the Committee that at present there were only two cars 
in charge of separate drivers. The other cars had been placed in n 
pool in charge of common drivers. 

Damage to  Gowai Barrage in Septenbm, 1953-Parn 51 of Atcdif 
Report,  195LPage 56. 

69. A barrage constructed bv the Company on the rivcr Gowrri for 
supplying water to  the township and factory, was damaqwi on the 
night of 25th/28th September, 1953 during the monsoon. A depart- 
mental Committee appointed to report on the reasons for thc damnytc, 
observed that there was no defect in the design of the embankment 
dhlch was responsible for the damage; it was due to an error of 



judgment on the part of some officials of the Company in impounding 
water during the monsoon period and in not opening the scouring 
sluices in time during the flood season. No disciplinary action was 
taken against the officials concerned except the administration of a 
warning to one of them. Another official was informed that the ini- 
tial error of judgment on his part was deplorable. 

70. When asked whether thcsr warnings were recorded in the 
confidential rolls of the official, c : l . ; c : : ~  ,led, the representative of the 
Ministry replied that these were recorded in their personal files. 

Shortage of coke-Para 53 (ii)  of Audit Report, 1959-Page 50. 

71. The stock of coke produced at the coke oven plant showed 
shortages which represented the difference between the tonnage of 
coke as per book balance and tonnage as per ground balance. It was 
explained to Audit by the Company that the Coke production figures 
were calculated by test weighing the daily production of ovens a t  
specified intervals and so any error in the test weighmcmt would 
result in a faulty estimate of the total annual production o.' all the 
ovens and that the correct weight could only be ascertained when a 
mechanical contrivance like a belt weigher was installed. The 
Ministry had asked the Company on 14th May. 1959 to examine 
this suggestion. 

7 2  Whcn asked whether the hclt weiqher for coke had been in- 
stnl l td  the representative of the Ministry stated t?lat the belt weigher 
installed for the weighment of cml was n3t wnrkinq satisfactorily. 
Therefore, the question of installing the belt weigher for coke was 
still under consideration on the basis of the rcport received from the 
m: p €Tt" 

'3 I n  reply to :I qucrtion as to whether the difficl.il!ies experien- 
c t ~ l  thC belt wcigher for coal could not be mticip?ted. :he repre- 
V Y : +  ~ t w c  of thc Comp.~ny stntcd that they had no previous expcricnce 
( 8  that kind of bclt wciehcr. The experts of the firm from which i t  
was purchased had nssurd  its s:ttisrnctory wnrkinc But the rigid 
conditions imposcd for its accurate workinq could not he achirved in 
the ordinary working conditions. 

74 Dcmurragc* chnrqr-s to the cstrnt of  Us. 93.858 and Rs. 3.02.344 
werc paitl to thr* Rniltr.:tv~ during 1'66-57 and 1957-58 respectively 
Thv Mani,j:crntmt caxplnincd t h ~ t  r w n  effort was heing mndc tc) 
avoid dcmurrrrpc but i t  was not possible tn climinnte such c h n r ~ r s  
altogether whcn mechanical tipplclr went out of commission 



75. When asked whether the Company had got the additional 
tipplers, the representative of the Company stated that they had one 
tippler for the coke oven plant, one for the power house and two for 
gypsum. I t  was also stated that in case of prolonged break down 
the unloading was done by manual labour. But if the break-down 
was for a short period only, they preferred to unload the wagons 
only when the tipplers were put in order. 

Appropriation of fees realised by the Medical Otficers during hospital 
hours-Para 53 (iv) of Audit Report, 1959-Page 51. 

76. Fees realised from non-entitled patients for treatment during 
hospital hours were wholly appropriated by certain Medical Officers 
of the Company under the orders issued by the Managing Director 
on 22nd June, 1955 which orders were not placed before the Board of 
Directors for confirmation. 

77. When asked why the fees realised by Medical Officers during 
hospital hours had been appropriated by them instead of crediting it 
to the Company, the representative of the Ministry stated that the 
position had since been rectified and the Medical Officers had now 
been asked to remit to the Company a part of the remuneration rca- 
lised by them from non-entitled patients. 

lnfmctuous expenditure on training of a Technical Oflicer-Par7 
53(v)-Page 51 of Audit Report, 1959. 

78. A Technical Officer was sent abroad on 1st Noven~ber, 1952 
for receiving training and a sum of Rs. 16,012 on account of pny and 
allowances, kit and travelling allowances of the Ofiiccr was spcnt ?):: 
the Company. 

The Officer, however, left the service of the Company on 1st 
November, 1955, i.e., within one year of his return frnm aLroad and 
the Company was left without a remedy owing to its failure to take 
from the employee an agreement for n minimum ~)crioti of service 
or refund of the expenditure in lieu of such scarvice. 

79. The Committee were informed by the rcprcwmtativc of the 
Ministry that the position had since been rectified and such agrec- 
ments were now being obtained whenever thr emplryccs were sent 
abroad. 

80, The Committee then discussed some of the points arising 
from their on-the-spot study visit to the Company during Scptem- 
ber, 1959. The Committee saw a Methanol Plant at Sindri lyhg 



idle which was in operation at the well-known factory of M/s. 
B.A.S.F. at Oppau in Germany and was offered to India as part of 
the War Reparation. Besides expenditure incurred on transporta- 
tion amounting to Rs. 7.5 lakhs, the company had spent about Rs. 5'6 
lakhs on its maintenance. A fire occurred in the plant causing a 
loss of Rs. 1 lakh. 

81. When asked why the Company had not thought of utilising the 
plant so far, the representative of the Ministry stated that they had 
asked for advice from a German consultant firm-the original 
makers of this plant-regarding its utilisation. But it was still 
awaited. In reply to a question whether the expenditure of Rs. 5.6 
lakhs incurred on its maintenance by the Company was a legitimate 
charge on the Company the representative of the Ministry stated 
that the company had not yet claimed reimbursement thereof. Hc 
added that this plant could be utilised and the expenditure incurred 
on maintenance till it started functioning could be capitalised. The 
Committee could not get a satisfactory reply for the long delay in 
getting the expert advice. The representative of the Ministry, 
however, assured the Committee that steps would be taken to ex- 
pedite decision on this case. 

MINISTRY OF COMMERCE AND INDUSTRY-contd. 
Appropriation Accounts. 1956-57 and 1957-58, VoI. 11, Page 17, 

Para 10. note 3 and para 8. sub-head A I ( 4 ) .  
82. The certificates of utilisation of the grants-in-aid paid during 

1954 to 1957 and 1935-56 to 1957-58 to the various State Governments 
and other private Institutions for the development of handloom indus- 
try and the Silk Industry respectively had not been furnished to 
Audit. 

83. When asked what control was exercised by the Central Gov- 
ernment to ensure that the grnnts-in-aici given by them were utilised 
by the States, ctc. economically and for the specific purposes for 
which these were intended the representative of the Ministry stated 
that they were discussing this matter with the representatives of the 
States, Ministry of Finance and C. & A.G. to find out some satis- 
factory method in this regard. 

In reply to n question, the Committee were informed that the 
Annual Reports on the working of the various autonomous boards 
etc. were now placed before Parliament as recommended by the 
Committee. 
Coit Board-Administratim-.4pptontiatim Accounts 1956-57-- 

Page 20, Note 21, sub-para (1). 
84. An expenditure of Rs. 2,532-14-6 was incurred on taxi charges 

during the Industries Fair hdci at nelhi in December. 1955. Details 
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regarding the purpose of the journeys and the persons who utillsea 
it were, however, not maintained. 

85. The Committee were informed that the expenditure was in- 
curred solely in connection with the Industries Fair. When asked 
in this connection why a log book was not maintained to keep an 
account of the details of journey, the representative of the Ministry 
stated that the Coir Board would be advised to maintain such a log 
book in future. 
Measutes f o ~  promoting sale and increasing consumption of coit and 

coir products in India-Appropriation Accounts 1956-57, Vo2. 11, 
note 21 (ii) page 20. 

86. A stall was constructed at a cost of Rs. 10,500 and a further 
expenditure of Rs. 4,452-8-0 was incurred on its decoration, etc. The 
structure was dismantled after the Fair and disposed of through Gov- 
ernment auctioneers in March. 1956 for Rs. 50 only. The amount, 
after deduction of commission of Rs. 10, viz  was Rs. 40 was still to be 
realised from the auctioneers. The Con~mittce were informed that 
the amount of Rs. 40 had since been realised from the auctioneer. 

87. In reply to a question whether the amount realised from the 
auction sale of the structure was considered reasonable, the repre- 
sentative of the Ministry stated that under the rules they had to 
auction it and that too within a short period. The; could not wait 
to get a better price. 

88. When asked whether in view of a large number of exhibitions 
held it was not desirable to have some standard designs for the stalls 
being put by such Boards etc., the representative of the Ministry 
stated that in every exhibition the layout  was completely changed 
and they had to put up structures of different shapes and sizes. 

89. In another case, a sum of Rs. 1,500 was advanced by a depart- 
ment of the Union Government on behalf of the Board without 
security to a Guide on 8th November, 1955 for the purchase of iron 
stands for the display of coir mats. Two iron stands were supplicd 
by him in June, 1956. 6 months after the close of the fair. 

90. When asked as to whv these stands were accepted, the reprc- 
sentative of the Ministry stated that although the stands which were 
supplied late were not useful for that particular exhibition, they were 
useful for other purposes. Hc, however, added that this work wns 
got done through the agency of the advertising consultants on a lumv 
sum basis and that he  had not bccn able t o  securc a11 t h e  papers rclat- 
Ing to this case. 

91. In another case the Board incurred an expenditure of Rs. 559 
towards the printing of an erratum of a single figure fn a brochure 



published in connection with the Industries Fair. The Secretary 
agreed with the Committee that the error could have been corrected 
by using a rubber stamp. 

'Ihe represmtative of the Ministry agreed to look into all these 
irrcgdarities and take such remedial measures as were considered 
necessary. 

92. Before the Conunittee rose, they decided that further pointa 
arising iron1 the Accounts relating to the Ministry of Commerce and 
Industry which they could not cover for want of time should be for- 
wuded  to that Ministry for furnishing written replies thereto. 

93. The Committee then adjourned till 10.00 hours on Wednesduy, 
the 21st October, 1959. 



PROCEEDINGS OF THE NINETEENTH SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON WEDNESDAY, THE 21ST 

OCTOBER, 1959. 

94. The Committee sat from 10.00 to 13.05 houh;. 

PRESENT 

Shri Upcndranath Barman-Chainrurtc. 

2. Shn T. Manaen. 
3. Shri Maneklal Maganlal Gandh~ 
4. Pandit Jwala Prasad Jyotishi 
5. Shri Radha Raman 
6. Shri Rameshwar Sahu 
7. Shri T. R. Neswi 
8. Shri Raghubar Dayal Misra 
9. Shri Vinayak Rao K. Koratkar 

10. Shri Yadav Narayan Jadhav 
11. Shri Shraddhakar Supaka1 
12. Shri Amolakh Chand 
13. Rajkumari Amrit Kaur 
14. Shri Rohit Manushankar Dave 
15. Shri T. R. Deogirikar 
16. Shri Surendra Mohan Ghom 
17. Shri Jaswant Singh 
18. Shri S. Venkataraman. 

Shri A. K. Chanda, Comptroller and Auditor General of 
India. 

Shri A. Kalyanararnan, Deputy Comptroller crnd Awlitor 
General. 

Shri S. Venkataramanan, Accountant General, Cent7al 
Revenues. 

Shri P. V. R. Rao, Directm of Audit, F.R.S.C.S. & M. 



S l ~ r i  V. Subramanian-Deputy Secretary. 
Shri M. C. Chawla-Under Seeretaty. 

Present during examination of the Ministry of Steel, Mines and Fuel 
(Department of Mines and Fuel) 

Shri S. S. Khera, Secretary. 
Shri N. S. Mani, Joint Secretary. 
Shri A. M. N. Ghosh: Member (Technical), Oil and Natural 

Gas Commission. 
Ministry of Finance 

Shri N. N. Wanchoo, Secretary. 
Ptesent during examinarion of the Ministry of Steel, Mines and Fuel 

(Deptt. of Iron and Steel). 
Shri S. Bhoothalingam, Secretary. 
Shri A. S. Barn, Iron and Steel Controller. 
Shri C. V. Ramachandrnn, Price and Accounts Officer, Iron 

and Steel Controller's Orgnkmtioos. 
Ministry cf Fi,iance 

Shri N. C. Deb, Additional Secreturn. 

Minis t r j  o j Finance (E.A. Department) 
Shri A. R. Shirali, Additional Budget Oficer. 

MINIS'fXY OF' STEEL, MINES AND FUEL (DEPARTMENT OF 
MINES AN11 FUEL) 

95. The Committee first took up consideration of the Appropriation 
Accounts (Civil), 1957-58 Vol. XV relating to the Ministry of Steel, 
Mines and Fuel (Department of Mines and Fuel). 

Neyveli Ltgmte Corporurmn Ltd.--Page 28-Note 12-Sub-head B-2 
(3) -Appropriation Accounts 1957-58 Vol. XV. 

96. The Operational Agreement No. 16Pro jec t  for exploratory 
Ligllrte Excevsticrn was s i p A  by the Governments of India and 
U.S.A. on 25th June, 1953 pursuant to the Twhnical CooperatJon 
Programme Agrwmcnt between thc two Governments dated the 5th 
January, 1952. It was followed by :I supplementary agreement signed 
on 30th June, 1955 by the two Govern~nents. The total join? cost of 



the projecl whuh was estimated at $748,500 and Rs. 29,00,000 to be 
contributed by the Govcln~nclits oi U.S.A. a:ld India respectively has 
been reduced to $651,321.79 by amendments signed on 27th April, 
1957 and 18th June 1957. The Government of India contribution 
remained unchanged. 

97. Explaining the scope and working of the agreement, the repre- 
sentative of the Department of Mines and Fuel stated that it envis- 
aged the settirig up of a pilot plant for conducting experiments in re- 
gard to briquetting and carbonising of lignite available a t  Neyveli 
with a vicc  lo  dcslplng the piant etc. required for utilisation of 
lignite on commercial scale. Arr aid amounting to Rs. 21,57,067 in 
the shape of equipment was receiwd during the year 1933-58 and 
the pilot plant had been set up. As a result of the experiments con- 
ducted, specificatims for the plant and machinery had been drawn 
up and tender notice therefor on global basis issued through the India 
Supply Mission, Washington. In reply to a question, he stated that 
the reduction in the foreign exchange component of the cost of the 
pilot project from $ 748,500 to $ 651,321.79 was due to revision by the 
T.C.M. authorities of the cost of the equipment to be supplied by 
them. But this did not affect the scope of the project. 

98. As regards the prospect of mining of lignite, the representa- 
tive of the Ministry stated that the overburden of about 8 million 
cubic yards out of total volume of 28 million cubic yards had been 
removed so far and the mine was expec;ed to produce the targeted 
quantity of 34 million tons of lignite annually by 1962. The thermal 
power station and the Fertilizer Plant which would utilise 1) million 
tons and half a million ton of lignite, respectively were expcctd to 
be commissioned by August, 1962. 

99. In reply to a question, the representative of the Ministry 
informed the Committee that the entire amount granted by Govern- 
ment to the Neyveli Lignite Corporation L:d. during the dcvclqb 
mental stage was being capitalised as share capital. The Comptroller 
and Auditor General held the view that in order to make :he State 
Undertakings economical units, the capital invested in them should 
be partly in the form of debenture capital. The representative of the 
Ministry of Finance assured the Committee that in all Government 
Companies, some balance was heing maintained between the share 
and loan capital and this principlc would be followed in the case of 
Neyveli L i p i  te Corpora tion also. 

Edablishntent of S y n t h ~ t i r  Oil Plant-Pnqe 27-Note 7--sub-Head 
A .  1 (4) -Appropriation Accounts. 1957-58 Vol. XV. 

100. The Committee enquired the present position regarding the 
establishment of the Synthetic Oil Plant. 
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!?he representative of the Ministry infonned the Committee that 

.an the advice of the Expert Committee, Government had given up 
tbe scheme for establishment of a Synthetic Oil Plant as such be- 
cause of high cost of the Project (estimated at Rs. 51 mores). Gov- 
ernment had dbcided to establish small units aiming at the produc- 
tfon of domestic soft coke by low temperature carbonisation of the 
inferior grades of coal and utilisation of the bye-product tar for pro- 
duction of such synthetic fuels as would be possible. They had pm- 
santly decided to undertake three such schemes at an estimated met 
of Rs. 22 or 23 crores during the Tl-ird Plan period. 
Chl Exploration Scheme-Page 27-Note k b - H e a d  A. S(1)- 

Approptiation Accounts, 1957-5LVo2. XV. 
101. The scheme included the formation of a Rupee Company in 

partnership with the Burmah Oil Company/Assam Oil Company for 
production and transportation of crude oil and setting up of two 
refineries in the public sector for refining Naharkotiya crude oil. The 
expenditure incurred by the Government of India on the appoint- 
ment of consultants etc. amounted to Rs. 48,473 during 1957-58 and 
Rs. 12,02,350 during 1958-59 (upto the accounts for December, 1958). 
An agreement was executed on 14th January, 1958 forming a Rupee 
Company under the name and style of Oil India (P) Ltd. with 33 1/3 
per cent Government participation and the remaining by Bumah Oil 
Company/Assam Oil Company. 

The expenditure incurred by the Government so far (h. 
Re. 12,50,823) is recoverable from M/s Indian Refineries Ltd., the 
company set up by Government for control and management of 
pablic sector oil refineries. 

102. The representative of the Ministry explained that the Oil 
hdia  (P) Ltd., would only supply crude oil while the two refineries 
at Gauhati and Barauni would be set up by the Indian Refineries 
(P) Ltd., which was a Government Company. 

103. The Committee wanted to know the considerations which 
wdghed with Government in deciding the location of the two Rehe- 
rm at  Gauhati and Barauni ois-cr-ois the advice of the technical ex- 
perts in the matter, and whether it was necessary to set up hwo 
redneries for refining Naharkotiya Oil. The representative of tbt 
Ytnistry undertook to submit a note* to the Committee. on thh 
subject. 

104. The Committee then wanted to know the progress made on * projects undertaken for exploration of oil and gas fn the coun- 
- ----_.__ ____-__.- _ --. -. .-.-__._ ____- --_-..---- 

*Sin cc mdved. Not printed. 
3012 (Aii)  U 
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try both in the public and private sectors. The representative df tbe 
Ministry informed the Committee that a number of agencies were 
engaged on exploration work, one of them was the Standard Vacuum 
Oil Company (STANVAC) , an American Company which had under- 
taken exploration work in the West Bengal basin. But the Company 
had not yet been able to strike oil or gas. The representative of the 
Oil and Natural Gas Commission stated that the STANVAC were 
proceeding too cautiously and attributed their slow progress to the 
commissioning of only one drill for exploring a large area of 10,000 
square miles. The representative of the Ministry stated that the at- 
tention of the Company had been drawn to this aspect, who had 
invited a high authority on oil from U.S.A. for assessment of the data. 

105. The representative of the Ministry added that the main Gov- 
ernmental agency for exploration of oil was the Oil and Natural Gas 
Commission which had been set up as a Statutory Corporation with 
&ect from 15th October, 1959. The representative of the Oil and 
Natural Gas Commission informed the Committee that at Cambay. 
the area for exploration of oil was being defined and if thc wells turn-  
ed out to be on a commercial scale the industry would be up in the 
next three years. The result at test well No. 1 there had been 
encouraging. At Jwalamukhi where drilling was in progress for 2; 
years, they had found a number of horizons one of which was test4 
and gave gas last year. The work had been delayed due to acciden:~ 
which could not be prevented. He admitted that the results at Jwala- 
mukhi had not been so encouraging. In reply to a question, t hc  wit- 
ness stated that the Commission had in all 8 deep drills (capac~ty 
3,000 to 4,000 meters) 2 light drills (capacity 2,000 meters) and 4 
structural drills (capacity 1,300 meters), and 2 more drills hid tmn 
indented. 

In reply to another question, he stated that the Indian technic~ans 
were recruited from the Universities and were imparted intmsivc 
training under the American and Russian technicians. 

106. After some discussion on the subject the Committec dwtred to 
be furnished with a note* stating the progress achieved in exploration 
of oil and gas in the various oil drilling projects undertaken by Gov- 
ernment of India, the results achieved from the working of the am*- 
ment entered into with the foreign collaborators and the expenditure 
incurred on each project upto 30th June, 1959. 

107. The Committee then took up the examination of the Audit 
Report (Civil), 1-Part I in sa far as it related to the Department 
a ma st& -- ----.-- .-.-. . -"--- - - . .- . 

'Advance copy since received. Not printed. 



MINLSTRE' OF STEEL, MINES AND FUEL (DEPARTMENT 
OF IRON AND STEEL) 

Audit Report (Civil), 1958 

Revision of Agreement with Messrs. Krupps and D e m g  for tke 
construction and operation of the Rourkela Steel Plant-Pages 
1-2, para 4 of Introduction. 

108. In pursuance of the policy of Gcvernmcn? to  glre the 
foreign associates a financial stake ,n the industrial projects, In the 
agreement coi1~1ud.d \v : ;h  Messrs Krupps and Demag in 1953 for 
the construction and cpc~ai. ~ I I  of Hourkela >,eel Plant, they were 
required to take up  20 per cent. of the snares in the Hindustan Stecl 
Ltd. subjcct to a financiai ceiling (Rs. 10 crores approx.) There 
was no provision for payrtxn'. u! any mkres: on the share capital 
and the associates had, thtt:c.forc, to rely on the profits made by the 
Company for a rr!u!+n on the cqulty capital they ~nvested. This 
policy Wac; subseqiirntlv modified and the Gelman Associate; were 
released from the nbli~ation to contribute tn !hi! share cap~tal  of 
the Com;mny. 

109. The Cnmmittce w;~nted to k n o w  tht! :.i?asi)ns ior tht. ciiange 
of  thc. original p01;cy in !!ii..; particular case. ?he represer?tativt 
of the Department of Iron and Steel stated that a t  ti:e time the 
original policy was ckcidcd in 1953, the European money market was 
in a comfortable position and the foreign firms could invest in such 
concerns without nnv strain. By the year 1956, however, conditions 
in Ct.rrn:~nv--in fall; in '!I+> whale of Europe and America-had 
hardcnetl and the  re;urn or1 the inves:mt!nts in that country became 
quite high. According to the terms o f  thcl o:.i@nal agreement the 
German Associate: w c r  1 0  i:lvest a $urn of Fk. 10 crores roughly 
by wav of nc\t r r w i t r i ~ ~ ?  immediately the payment for the machinery 
supplied to the C o r n p a y .  They could repatriate the amount in 
1962 (i.e. after  9 years) at a prc'miurn of 20 per cent. The firms had 
to raise money il? G ~ r m n n y  a t  a hipher rate in 1956 and the return 
they would get from the Hindustan Steel Ltd. was uncertain. They 
themselvc:~ offerpd suhstanl i~l  reduction in the price of machinery 
if their participation in tIw sh,vc capital was not insisted upon. 
Government accepted this as in their opinion it was also advant- 
ageous to them from the financial point of view and also otherwise. 

110. The Comptrollcr and Auditor General pointed out that the 
original policy in rcpsrrct to the participation of forei,m associates 
in the equity capital of concerns had two purposes in view t t i r .  (i) 
securing wonomic construction and adherence to target dates of 
completion, and (i i)  the  economic operation of the installed capacity. 
With the reversal of this policy, Government had to spend more 



foreign exchange which would otherwise have been provided by the 
foreign associates. Further, the Company had to buy equipment 
on deferred payment arrangements which involved extra payments 
(Rs. 13.5 crores) to the foreign Anns. In reply to a question as to 
how the company satisfied themselves that the prices were not 
d a t e d  earlier in order to allow for the reduction offered, the rep- 
resentative stated that it might have been possible. 

The Comptroller and Auditor General pointed out that under 
the agreement there was a provision for calling of global tenders and 
there was no obllgar~on t o  place orders in Germany. 

11:. Explaining ihe background of the system of deferred pay- 
ment mangcment?;, thc representative uf the Ministry stated that 
these arrangements were not contemplated at the tlme of changing 
the agreement in 1956. The system was devised in 1957 because 
of acute foreign exchange position and wvercd the cntire foreign 
exchange cost of the Rourkela Plant, resulting in postponement of 
all payments for ihree gears at  6 per cent. interest. In this con- 
nection he apprized the Committee about two decisions recently 
taken bv Government regarding the financing of the Hindustan 
Steel Ltd. in regard to its foreign exchange requirements. Firstly, 
the repayment of foreign exchange would be the liability of the 
Government and not that of the Company. The Company on their 
part wouid pay cash terms to Government out of the share and loan 
money granted by Government. Secondly, in ordcr to put the 
Company on a sound footing, Government would not chargc any 
interest on the loans advanced to it until 1962. 

Outstanding dues ftrnn two main pr~ucers  of steedPam 36. 

112 The selling vrice of steel (f.0.r. destination) supplied by the 
two main producers (TISCO and IISCO) to various allottees during 
the period 1st May, 1949 to 10th June. 1956 included an element of 
freight upto destination calculated at a flat rate per ton. The 
difference between the flat rate of freight and the actual freight 
for each consignment was to be recovered from or paid to the main 
producers as the case may be, by corresponding credits and debits 
to the Steel Equalisation Fund. The amount due to the Fund on 
this accr~unt is estimated by the Ministry to be about Rs. 1.5 c r o w  
as at the end of December, 1957, which was yet to be rtxovcred 
from the producers. 

113. In extenuation, the representative of the Dqxtrtment of Iron 
Steel stated that neither the Iron and Steel Controller nor the 

mata producers understood correctly until 1953 the implicatioru uf 



the orders issued by Government in 1949 requiring recovery/ad- 
jutment of the difference between the provisional and actual 
freight charges, and they remained under the impression that  no 
recovery was to be made. Intervening, the Comptroller and Auditor 
General stated that Audit had pointed out to the Iron and Steel 
Controller in November, 1951 about the non-recovery of Werenee 
in freight charges, and the latter made a reference to Government 
in this behalf in December, 1952. A clarification of these orders was 
issued by Government in 1953 that necessary adjustment was to be 
made. The representative of the Ministry, however, explained that 
during the period 1949 to 1953 the producers did not maintain a 
complete record of the goods despatched and actual freight charges 
from their works to the destination under the impression that no 
adjustment with reference to actual freight was to be made. The 
records in the Iron and Steel Controller's Organisation were also 
not complete. Because of the non-availability of complete records, 
P relaxed procedure en t ~ s t  check basis was devised in consultation 
with the Comptroller and Auditor General, but the producers did 
not agree to the figures calculated by the Department on the plea 
that the test-check related to the months favourable to Government. 
The I r o ~  nnd Steel Controller was now negotiating with the p r e  
ducers for a bulk settlement of the outstandings. 

114. When asked tr, cxplain the reasons for non-clearance of 
anears for the period 1953 to 1956 and whether complete records 
for this period were maintained, the representative of the Ministry 
could not give a satisfactory reply. He, however, admitted that 
after the jssuc of thc clarification of orders in 1953, recoveries should 
have been regularly made by the Iron and Steel Controller from 
1953 onwards. The Committee were not satisfied with the manner 
in which the whole matter was handled by the Iron and Steel 
Controller. 

Non-finalisation of 'advance' and 'on account' puynzenk of subsidy 
1 to importers of iron and steel-pma 37. 

1 115. Under the scheme for equalisation of sale prices of steel, 
I whenever the imported p ice  of steel is higher than the controlled 

prices at which the nlam producers are required to sell it, the 
difference is paid as a subsidy to the importers from the Steel 
Equalisation Fund on production of original documents showing the 
actual imported prices together with the consignees' receipts for the 
steel delivered to them by the importers at equaed rates. 

Under the dllrcretionary powers delegated by Government to the 
Iron and Steel Controller and his Accounts Omcer on 28th April, 
lm, tbt bcpvtmcat eauld otbr d h4c (dvme) payments 61 



subsidy to the importers after satisfying themselves about the p r i m  
foeit justification therefor without production of complete support- 
ing documents. On 22nd November, 1957, Government further 
author~sed the Department to make 'on account' payments to the 
e x 6 t  prima facie admissible on the subsidy bills outstanding upto 
the penod 30th September. 1957 after obtaining indemnity bonds 
from the ~mporters. 

During the course of audit of the accounts of the Fund, it was 
noticed that about 5,000 cases of 'advance' and 'on account' pay- 
ments involving Rs. 20 crores approximately made from 1955 to 
April, 1958 were pet to be finally settled. The cases outstanding in- 
creased tp 6,000 as on 31st March, 1959 involving about Rs. 28 crores. 
Further in a large number of cases advance payments had been 
made by subordinate officials without the approval of the compet- 
ent authority. 

136. Explaining the reasons for delay in clearance of the out- 
standing cses of 'advance' and 'on account' payments, the represen- 
tative of the Ministry stated that the delay was mainly due to the 
diBcdty in producing original documents by the importers regard- 
ing ocean freight and consignees' receipts. In consultation with the 
Comptroller and Auditor General, a method had been devised to 
accept collateral evidence from the importers in support of the ocean 
freight. As regards the consignees' h a 1  receipts, at one time they 
had sought the concurrence of the Comptroller and Auditor General 
for accepting collateral evidence as an experimental measure. But 
they were not purmring this proposal as on examination of a few 
casas it had been found that collateral evidence was not cent per 
cent. reliable. He further informed the Committee that some 
pmrgess had been made in clearance of outstanding bills. About 
2,400 bilk had been passed by the Iron and Steel Controller, 500 
had been passed by Audit, 1,500 were lying with Audit and out of 
hhe balance of about 4,000 bills the Iron and Steel Controller 
had b l i s e d  2,00 bills. The Comptroller and Auditor General 
pointed out that out of 3,400 cases reviewed by Audit, they 
detected 92 c a m  of overpayments amounting to Rs. 1,48256 due to 
arithmetical errors in the bills. The representative of the Minishy 
admitted that such errors should not have ocmrmi. 

117. When asked to explain the justification for making payments 
by subordinate ofRcers Wthout the approval of the competent autho- 
rity. t h ~  repnsentrttive of the Ministry stated that during the 
atate- of the Ztan and Steel Controller and Price and AccounQ 
Omcer. who were the competest authority, payments were made 
by the oilllcor next in rank but these were approved ex post fato by 
the competent authorQ. He admitted that it wan a technfcd 
imgdari ty  in the absence of a formal delegation of powers. 



118. In reply to a question whether any firms, which had 
pcefved payments of subsidy, had gone into liquidation, the repre- 
sentative of the Ministry stated that he was not aware of any such 
,caw. To a .further question whether there had been any C-r 
where the importers after receiving advance payment of subsidy 
had sola tiie stwl in black market at higher rates, he replied that 
no such case had been brought to his notice. He, however, 
quoted case where an importer disregarded the order to despatch 
5,000 l.ons of steel to Rourkela and sold it to other parties, which 
was under n~vestigation. But in this case no subsidy had been paid 
rc: the importer. He expressed the view that the effective way to 
stop black-marketing in steel was to increase supplies. The Com- 
mlttee were assured that ntsessz.ry actiol~ was taken as soon as a 
c s e  of breach of Iron and Steel Control order came to notice. 

119. The Committee then adjourned till 10.00 hours on Thursday, 
shr 22nd October. 1959. 



PROCEEDINGS OF THE TWENTY-FIRST SITX'ING OF Tm 
PUBLIC ACCOUNTS COMMITTEE HELD ON THURSDAY, 

THE 22ND OCTOBER, 1959 

120. The Committee' sat from 10.00 to 13.00 hours. 
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2 Shri T. Manaen 
3. Shri Maneklal Maganlal Gandhi 
4 Pandit Jwala Prasad Jyotishi 
5. Shri Radha Rarnan 
6. Shri Rameshwar Sahu 
7. Shri T. R. Neswi 
8. Shri Raghubar Dayal Misra 
9. Shri Vinayak Rao K. Koratkar 

10. Shri Yadav Narayan Jadhav 
11. Shri Shraddhakar Supakar 
12. Shri Amolakh Chand 
13. Ra j kumari h i t  Kaur 
14. Shri Rohit Manushankar Dave 
15. Shri T. R. Deogirikar 
16. Shri Surendra Mohan Ghose 
17. Shri Jaswant Singh 
18. Shri S. Venkataraman. 

Shri A K. Chanda-Cmpttoller and Audttor-General a# 
Zndk 

Shri A. Kalyanaraman-Deputy Comptroller and ,ludYar! 
General. 

Shri P. K. Sen-Director of Comwciat  Audit. 
Sbri P. V. R. Rao-Director of Audit, F.R.S.C.S. & U. 



S~CCRGTARIAT 
Shri V. Subramanian-Deputy Secretaty. 
Shri M. C. Chawla-Under Secretary. 

WITMISGES 
Ministry of Steel, Mines and Fuel (Department of Iron & Steel) 

Shri S. Bhoothalingam-Secretarp. 
Shri M. Ganapathi-Resident Director, Rourkelu Steel 

Project. 
Ministry of Finance 

Shri N. C. Deb-Additional Secretary. 
Shri A. R. Shirali-Additional Budget Ofjicer. 

121. The Committee took up further consideration of the Audit 
Report (Civil), 1958-Part I relating to the Ministry of Steel, &es 
and Fuel (Department of Iron and Steel)-Hindustan Steel Limited. 

MINISTRY OF STEEL, MINES AND FUEL 
(DEPARTMENT OF IRON AND STEEL) 

HINDUSTAN STEEL LIMITED 
Audit Report (Civil), 1958 

Revision of Estimates and Foreign Exchange Component-Put. 
53 (a) -p. 59. 

122. The original and revised estimates of the 3 Steel P l p t s  
given below showed an overall increase of Rs. 86 crores, in their 
present estimated cost: 

Origi~.: 1 Estirn: tes Revised Estim: t ~ s  
Routkeln . Rs, 12s crxes Rs. I 70 ~xom 
Bhilai Rs. 110 crores Rs. 1 3 1  c m m  
Dug put Rs. I 1 s  c'rans Rs. 138 cro;es - -- 

The revised cost of ancillaries for the three plants has been 
worked out as roughly Rs. 120.25 crores. The overall cost of the 
Steel Plants would thus be about Rs. 560 crores. 

The overall increase in the foreign exchange compon& ' ts 
Re. 63.50 crores and constitutes about 74 per cent. of the bask 
f n c m  of Rs. 86 crores in the cost. 

123. The Committee enquired the reasons leading to the wide 
dl&remce in the original and revised estimates of the Steel Plan& 



particularly in the foreign exchange component. The representa- 
tive of the Ministry stated that the original estimates were based 
on the first project report given by the Consultants before negotia- 
tions for setting up the plants were started. As a result of the 
negotiations, a number of changes were made in the projects. He 
added that at the time of framing the original estimates, certain 
items which were expected to be procured indigenously were not 
actually found to be available in the quantities required and these 
had to be imported. 

124. Referring to thc increase in the estimates of the Hourkela 
Piant, the Committee drew attention to the following reasons given 
in the note submitted by the Ministry to the Estimates Committee 
4Appendix XVII to the 33rd Report of the Estimates Committee): 

Rs. 
(in crores). 

" ( i )  Increase on account o f  increase in level of 
wages, prices of raw materials and freight 
between the date of estimates and the 
date of the tender. . . 11.69 

4ii) Difference between the revised estimates 
(based mostly on contracts concluded) 
and the estimates in the detailed project 
report (which urns merely the Consultants 
.opinicn) . . . 13.94 

Referring to  the first item, the representative of the Ministry 
e a t e d  that there was a time-lag of more than a year between tbe 
framing of the original estimates by the Consultants and placing 
the contracts, during which period thc rates of wages and prices of 
materials etc. had increased in Germany resulting in increase of 
Re. 11.69 crores on this accrrunt. As regards the second item, he 
explained that the increase of Rs. 13-44 crores was mainly due to 
under-estimation of the prices of certain equipment8 by the Consul- 
tants in their project repru-t which was based on the market m d i -  
lions then prevailing. He added that in the case of the machinery 
supplied by the Consultants, the variation from the original esti- 
mates was not so much a in the carre of the machinery purchased 
from the other German firms. The Committee deaired to be tur- 
nished with a statement showing the variations from thc original 
estimates in respect of the machinery orderod from the Conrmltanb 
and otber fvms respectively. In reply to a question, he stated that 
3n the absence of global tenders for all units of the plant, -rp 



precautions were taken to check up the prices quoted by the German 
firms on the basis of results of the tenders earlier invited in respect 
of the blast furnace and power station and enquiries made further. 

In certain cases, he also added, they negotiated the prices ensur- 
ing deliveries of the various units coming from various suppliers 
fitted into an agreed time table. 

325. As regards Bhilai Steel Plant, he stated that making allow- 
ance for the varying nature of the plants, they were at  that time 
satisfied with the information available that the Russian prices 
which were quoted were favourable when ccmpared to the prices 
which were being quoted in Europe. 

126. As regards the estimates of the Durgapur Plant, the repre- 
~ n t a t l v e  of the Ministry stated that the interval between the original 
estimates and entering into contracts was short. Secondly, when 
b r w d y  finalising the nature of the plant which was somewhat diffe- 
sent from the original plan, the consortium had made a quotation in 
January, 1956 subject only to 5 per cent. variation. 

127. After some discussion on various other factors responsible 
f o ~  the increase in the estimates, the Committee desired to be fur- 
nwhed with the following information: 

( i )  A note stating the reasons for wide variations between 
the original and the revised estimates cf each of the 
three steel plants and why the factors which have led 
to the revision of estimates could not be foreseen. 

( i i )  The revised final estimated costs for the t h ~ e e  Steel 
Projects. 

(iii) The amount of increase due to (i) price 'escalation' clause, 
and (ii) interest on deferred pa-vments. 

Lezrus utijiirg from delay in laying of railway tracks, unlocrding of 
iuagons of plan? and machinery-Para 5 3 ( b ) ,  p. 60. 

128. Due to delay In laymg of railway tracks and sidings in the 
Ronrkela Plant aaea. serious delays in clearance of wagons of Plant 
and Machinery which began to arrive in large quantity from 
Gcmnany from October, 1957 (1011 wagons) resulted in the Rail- 
way* prefeaing upto 12th Februaq, 1958 bills for Rs. 247,717 
(including one for Rs, l,44,000 far November. 1957) for demurrage 
charges. Moreover the Company has had to incur unnecessary and 
heavy expenditure on unloading the contents of wagons into a dump 
SHE m d  reloding and transporting them from the dump site to tbe 
c cmtraetor's sttwage sheds in the Plant a m  



119. The representative of the Ministry admitted that there was, 
delay in the formation of the site and laying of tracks which result& 
in the hold-up of wagons. When asked whether similar dffacriltieu 
were experienced in other projects, he replied that in Bhilsi. 
Russians had provided for a huge storage area in anticipation d 
any delay in laying tracks, so that wagons were not held up. ln 
the case of Rourkela, he added, that the planning was rather ideal& 
tic in that it envisaged the goods to be consigned to the erectiom 
sites right from the beginning. In reply to a question he s t a t d  
that a sum of Rs. 1,16,000 had to be spent for transporting the goodm 
from the dumping site to the erection sites. There were, however, 
no cases of breakage of machinery in this process. 

Extra expenditure on purchase of Elect* Shovels--para 53 (c ) ,  
pp. 60-62. 

130. As a result of delay in placing the order for supply of 4 elec- 
tric shovels required for Iron Ore Mines at Barsua on the lowest 
tenderer, who had quoted a price of Rs. 8,05,000 each in March, 1957 
(raised to Rs. 9,30,548 on 8th July, 1957) orders had to be placed on 
29th November, 1957 on another tenderer at a price of Rs. 10,80,000 
(subsequently reduced to Rs. 10,08,000) as in the meantime the 
lowest tenderer had sold the shovels. Only one shovel was ulgently 
required for site clearance at Rourkela. The Manager of the Iron 
Ore Mines had however on 22nd August, 1957 intimated that he 
did not require the shcvels urgently and even the electricity required 
for working the shovels was not available at the Mines. 

131. The Committee pointed out that this transaction revealed 
want of co-ordination and planning leading to an avoidable expendi- 
ture of about Rs. 4 to 5 lakhs. The representative cf the Ministry 
explained that the National Coal Development Corporation, another 
State Undertaking, which had invited tenders earlier than, the 
Hindustan Steel Ltd. purchased the four shovels from the lower 
tenderer. He added that both the N.C.D.C. and the H.S.L. purchped 
the equipments on deferred payment arrangements frqm the t ' i o  
tenderers and if the final prices paid by each under these a q a q g e  
ments were compared, the difference would not be much. , Even 
assuming that there was some difference in the Anal prices, either 
of the State Corporations had to purchase the shovels from the 
second tenderer, there being no other offer. Intervening, the C&m- 
ptroller and Auditor General pointed out that in view of the fact 
that as only one shovel was required urgently at Rourkela, the H.S.L. 



.and N.C.D.C. could have co-ordinated their requirements and distri- 
Suted between them equitably the four shovels available a t  a lower 
price instead of competing with each other. 

Dehy in completion of Blast Furnace-Para 53 ( d ) ,  pp. 62-63. 

132. The contract for the civil engineering work for the Blast 
Furnace and Steel Melting Shop was awarded on the 2nd February, 
1957, to an Indian firm not only because of its low tender (by about 
Rs. 25 lakhs) but also on the consideration that it undertook to put 
into usc extra plant and machinery to increase its capacity to enable 
it to strictly observe the prescribed time schedule. The finn was 
to  work under the supervision of the foreign Blast Furnace Contrac- 
tor who was to be paid a sum of Rs. 22.20 lakhs for prepiring the 
designs for, and supervising the work on, civil engineering items. 

The Indian firm, however. could not obtain sufficient plant and 
machinery to complete the work according to the time schedule 
with the result that the work fell into serious arrears. In order to 
expedite the progress of the wcrk and to bring it into line with the 
time schedule of the foreign contractor the Company had to render 
certain assistance to the contractor which involved a total extra 
expenditure of Rs. 30 lakhs approximately to the Company. The 
difference of Rs. 25.50 lakhs between the lowest and next higher 
tender was mcre than wiped out, not to mention the fact that the 
work had considerably been delayed because of the lapses on the 
p x :  ilf the contractor. 

133. The Committee questioned the justification for selecting the 
contractor for the work who was not technically competent to 
execute it. The representative cf the Ministry stated that neither 
of the two contractors who tendered for the job had previous experi- 

- ence of that type of work and sufficient equipment and machinery. 
T h r e  was not much to choose between the two tenderers in the 
matter of technical competence and Government thcught that the 
marginal superiority claimed by the higher tenderer would nat 
have justified the contract being given to him at the higher rates. 
OD an assurance given by :he lower tenderer to put into use extra 
machinery, Government decided to accept the lower tender. In 
reply to a question, he admitted that at  one time the Technical Con- 
mltants had advised the Company not to  accept the lower tender 
but Government had to weigh other considerations also in coming 
tci a decision. They had actually negotiated with the higher 
tenderer also who agreed to reduce his quotation by Rs. 5 l a b  
only, thus reducing the difference between the two tenders to Rs. 21) 



88 
l a b .  In the end the Technical Ccnsultants also agreed to the 
contract being awarded to the lower tenderer, he added. 

134. The Committee then enquired the justification for aswm- 
ing that the rate quoted by the contractor for shuttering wock 
was inadequate and that he should be paid R.Y. 13 hkhs extra to 
make up his short quotation. The representative of the Ministry 
stated that the extra expenditure related to the additional shutter- 
ing work which could not be foreseen a t  the time of calling for 
tenders and had not been envisaged in the contract. The Com- 
mittee desired to be furnished with information as to why the addl- 
tional work was not included in the original estimates prepared 
by the Technical Consultants. 

Defective contract for Blast ~ ~ n t ~ e - p a ~ a  53 ( e )  

135. In the original contract for supply and erection of the Blast 
Furnace plant at Rourkela for a lump sum of Rs. 1,02,37,500 and 
additional daily payment at  t a r 8  rates to the foreign workers 
there was a stipulation that the cat of local labour wouid Lxt i~or r l v  
by the Company. A subcontract was awarded to an Indian Con- 
tractor (acceptable to the foreign) firm) for this purpose for Rs. 48.64 
lakhs. The subcontract was an erection contract on a tonnage 
basis and included cost of supervision of erection by the sub-con- 
tractor as also his element of profit, although the  supervision was 
the liability of the foreign contractor who was being pdid Rs 1 
crore in lump sum for the complete job. The original contract 
with the foreign firm containing the stipulation that the cost m 
respect of Indian labour (about 1,000 in number) would be borne 
by the Company, was apparently vague and defective, since no 
indication was given in it regarding the division of labour, both 
skilled and unskilled categories or of the ceiling rates to be paid 
to such workers or who would supervise the work of this labour 
etc. 

136. In extenuation, the representative of the Ministry stated 
that in this case the Company took a practical decision in award- 
ing the sub-contract. In the original contract, the obligation of 
the Company was to provide the foreign firm with the number of 
workers required for the job, which was estimated to be 1,000. The 
actual work of erection was done under the supervision of the 
German erectors because the responsibility for alignment and for 
seeing that every thing was being done properly under "plant 
works", was theirs. Had the Company not awarded a subcontract 
and taken the responsibility for supplying the required number d 
persons, they would have had the obligation to accommodate W 
besides supervising whether wery man was fully employed. fn 



order to avoid these difilculties, the Company considered i t  better 
Co limit the area of their responsibility by awarding a subcontract 
on tonnage basis. 

137. The Comptroller and Auditor General informed the Cam- 
mittee that a sum of Rs. 74,000 paid to the subcontractor on account 
of supervision of erection had been recovered from the foreign firm. 
Contract for the Foundations and Civil Engineering Work for R d l -  

ing Mills-Para 53(g), pp. 66-67. 

138. Five tenders-three for part work and two for the entae 
work-received for preparing the foundation and civil engineering 
work, estimated to cost Rs. 6 crores in the Hot and Cold Rolling 
Mills, were not found acceptable. The basis of the contract which 
originally provided for item rates was changed and a cost contract 
with a target sum plus fixed overheads plus a fixed fee (costing in 
al l  Rs. 7-79 crorcs) was actually entered into by negotiation in 
November, 1957 with another firm which had not tendered origi- 
nally and the contract with this firm also provided for variations of 
the target price under certain conditions and a period of 36 months 
was allowed for completion of the work (instead of 16 months aliow- 
ed in the first tender). This firm consisted of two partners, one 
of whom (holding a 60 per cent. share) was himwlf a consultant 
of the Company. 

Hire charges amounting to Rs. 50 lakhs plus Rs. 10 lakhs f ~ r  
spares and Rs. 15 lakhs for labour and supervision of repairs ( i .e .  
about Rs. 75 lakhs in all) were payable by the Company on account 
of machinery employed by the firm, estimated to be worth about 
Rs. 60 lakhs. 

139. Explaining the reasons for changing the tenns of the cun- 
lract to 'cost' and 'target', the representative of the Ministm stated 
that considering the size of the work, it was not possible to deter- 
mine the actual volume involved in spite of detailed drawings. It 
was in the best interests of the project to enter into a 'cost' m i -  
tract in such a case which had the effect of not inflating the over- 
heads in case of increase in the quantity of work. The Committee 
enquired the reasons for not inviting fresh tenders for the con- 
tract on changed basis and stipulating extension of time-limit from 
16 to 36 months. The representative of the Ministry stated that 
this was not done due to loss of time of about 46 months involved 
in the process. Further they negotiated on the basis of the prices 
quoted in the tender in the first instance. 

140. The Committee objected to the principle of a consultant 
becoming a partner of the contracting Arm in this case. In extenu- 



ation, the representative of the Ministry stated that the consul- 
tant on joining the contracting firm as a partner resigned from the 
consortium of the consultants who were preparing designs for the 
project. He added that a good deal of designing by the consul- 
tants had already been done at that stage. 

141. The Committee then asked the justification for paying hire 
charges amounting to Rs. 50 lakhs for the depreciated machinery 
originally costing about Rs. 60 lakhs, in disregard of consultants' 
recommendation to purchase such machinery. The representative 
of the Ministry stated that as it was not possible for the Company 
to purchase in time all the machinery required, they decided to 
hire the machinery. The hire rates paid for the machinery were 
in his opinion quite reasonable. In reply to a question, the Resi- 
dent Director of Rourkela Project stated that all the items of 
machinery except the crusher which arrived in January, 1958, were 
available for service in time. To another question he replied that 
roughly 30 per cent of the machinery remained idle during the 
course of consiructioa He, however, added that the machinery 
was being used for two shifts, although the hire charges were 
based on 8-10 hour working day. When asked whether the work 
would be completed according to the time-schedule, the Resident 
Director stated that although the volume of work had increased 
by 30 per cent since the award of the contract, it was expected to be 
completed by the 30th September, 1960 as originally planned. 

Supply of limestone-Para 53 (i) -Page 68 

142. Due to delay in negotiating an agreement for supply of 
limestone with a private firm having quarries lying within a few 
miles of Rourkela, their entire output was booked to the two lead- 
ing established steel manufacturers. A sum of Rs. 44 l a b s  was 
sanctioned by the Company in May, 1955 for investigating alterna- 
tive sources of procurement of limestone. It was estimated that 
the capital expenditure on limestone quarrying scheme would be 
of the order of Rs. 2 crores which would take more than 2 years te 
yield full production rquired for the Project. 

143. The Committee enquired the existing arrnngement for the 
supply of limestone for the plant at Rourkela as also the progress 
made in the investigation of alternative sources of its procurement. 
The representative of the Ministry stated that at  present supplies 
of limestone were being received from the quarries in Birmitrapur 
owned by a private Arm. The Company's scheme for mining Ume- 
stone in Hathibari was still under execution and it was expected 
Ib pp@uce f@l blast funrace rquirements within a period of 15 
months. They were also investigating other sources of supply ad 



Ume$one. In reply to a question the Resident Director stated that 
the limestone supply from Hathibari quarries was expected to meet 
t h e  requirements of the  Rourkela plant for 25-30 years. 
Production of pig iron a t  Rourkela Plant. 

144. The Committee then drew attention to the production of 
pig iron a t  Rourkela Plan: being behind schedule as compared to 
the Bhilai Plant where the production had exceeded the rated 
capacity. In extenuation, the rcwesentative of the Ministry stated 
that the shortfall in production a t  Rourkela Plant was due to teeth- 
ihg troubles with pig iron casting machine, which did not a t  first 
tilt properly and after removal of this defect the moulds started 
to crack. The Resident Director stated that at Rourkela as only a 
smaller quantity of pig iron viz. 40,000 tons per year was planned 
to be produced, thev had set up a single casting machine, while 
at Bhilai and Durgapur where production of pig iron was planned 
at 3 lakh tons a year each duplicate machine had been provided 
which could be operated in case one went out of order. Further, 
the blast furnace a t  Rourkela having been commissioned ahead of 
the steel melting machine, its entire capacity could not be utilised 
by a single casting machine. 

IRON AND STEEL CONTROLLER'S ORGANISATION 

Audit Report (Civil). 1939 
Grant of special advances t o  tzco moil1 steel producing companies- 

Para 62. 

145. The Cammittec enquired whether the Tariff Comnlission had 
since submitted a report regarding the rate of interest to be charg- 
ed from 1-7-1958 onwards from the two main steel producing com- 
panies which had been granted an interest-free advance of Rs. 10 
crores each from the Steel Equalisation Fund till 1st July. 1958. 
The representative of the Ministry stated that the report of t he  
Tariff Commission had been received and the Government orders 
thereon were expected to be issued shor:ly. 

146. Before the Committee adjourned, they decided to appoint 
a sub-committee to examine the working of the ( i )  Steel Equalisa- 
tion Fund, ( i i )  Iron and Steel Controller's Organisation etc. with 
reference to the Audit Paras relating thereto. 

147. The Committee then adjourned t i l l  10.00 hours on Friday, 
the 23rd October, 1959. 
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lrregularittes noticed in the Accounts of a Tourist Ofice-para 40 
of Audit Report 1958 and para 38 of Audit Report, 1959. 

149. The following irregularities were noticed in the accounts cf 
a Tourist Office located in a foreign country: 

(i)  Acquisition of premises: Against an estimated requirement 
of sbout 1400 Sq. ft., premises with a floor area of over 3200 Sq. f t  
were acquired in September 1956 on lease for fifteen years. Two 
other cheaper offers were not accepted. The surplus accornmoda- 
tion of over 1800 Sq. ft. was neither sublet nor occupied by the 
Indian Mission in that country as contemplated at the time of leas- 
ing the premises. 

(ii) Escessive expenditure on decorations, furnishings, etc: Ini- 
tially a sum of Rs. 75,000 was sanctioned for renomtions, decorations, 
etc. of the premises. 

Thereafter, Government sanctioned a further sum of Rs. 35,000 
but with a directive that the enhanced amount should not be exceed- 
ed under any circumstances. While the decorations were still in- 
complete the Government had already incurred an expenditure of 
Rs. 1.20 lakhs with bills for considemble amounts pending payment. 

A counter and a cabinet costing nearly Rs. 24,000 were purchased 
without the approval of Government from a firm in which the 
architect was interested. Though Government had issued instruc- 
tions that decorations and furnishings should be done on an austerity 
basis, certain i t m  of expenditure in this regard showed that the 
standard adopted was anything but austere. 

(iii) Violation of fiitoncial rules: Though the ofRcer was not the 
controlling ofRcer for his claims he drew for himself large amounts 
of T.A., medical expenses, etc. on bills under his own counterlsigna- 
lure. Some of these claims were clearly imdmissible. 



(b) No details were made available to Audit in regard to the 
special entertainment grant of Rs. 4,500 drawn by the officer in 
March 1958, nor was the approval of the Head of the Mission or 
Government obtained as to the quality and quantity of entertain- 
ment, the guests to be invited as required under the rules. Similar- 

. ly no details were available in respect of a sum of Rs. 736 drawn 
by the officer as entertainment grant for the year 1956-57. 

(c) The cash book was not properly maintained nor was it recon- 
ciled with the monthly h n k  statement. The reconciliation carried 
out in October, 1958 at the instance of Audit revealed that a c h q u e  
for Rs. 2,267 issued by the Mission to the Tourist Office in recoup- 
ment of its imprest had been credited to the Officer's private Account. 

(d) A sum of Rs. 560 was charged by the Officer to Office contin- 
gencies in March 1957 for printing his personal visiting cards. 

150. In evidence, referring to item ( i )  above the representative 
of the Ministry explained that the accommodation in question was 
acquired in preference to other cheaper premises on account of its 
location. The Head of the Indian Mission had examined the other 
offers and rejected them as the places were not situatrd in localities 
suitable for the tourist office. At the time of acquiring the prernis- 
es it was intended that the Indian Mission would occupy a portion 
thereof. Subsequently, however, the Mission abandoned the idea 
bwause of the distance of th& building from its main building. This 
decision was taken by the Indian Mission only in 1959. I t  had 
since been decided to hand over the present premises to Air India 
International in exchange with theirs as they were located in a 
smaller building and were looking for bigger accommodation. The 
Committee desired to know the reasons why the Indian Mission 
changed their mrlier decision to utilise the surplus accommvdation 
in the premises of the Tourist Office and also the reasons for the 
delay of three years in taking that decision. It was suggested that 
the information might be obtained from the Ministry of External 
Affairs. 

151. With regard to item No. (ii) the representative of the Minis- 
try explained that the renovations and decorations were originally 
estimated at a cost of Rs. 1.50 lakhs which was subsequently reduced 
to Rs. 1.20 lakhs. Although a sum of Rs. 75,000 only was sanctioned 
for the year 1956-57 it was not stipulated that it would be the final 
amount required for the purpose. It was for thut reason that a 
further amount of Rs. 35,000 was sanctioned during the year 1957- 
58. It was, however, admitted that the officer had exceeded his 
powers. For this and other irregularities committed by the onicer 
he had been served with a charge-sheet and his explanatton was 



under excamination by Government. The Committee enquired why 
in the face of so many grave irregularities c o d t t e d  by the ofacer 
he had not been plaqed under suspension. The Secretary to the 
Ministry of Transport and Communications sa t ed  that an enquiry 
into the alleged irregularities was in progress and in case his sus- 
pension was wrranted  by the enquiry, it would be considered. 

152. As regards the delay in completing the enquiry it was stated 
that files and papers had to be called for from the foreign country. 
At first some of the files were report-xl to be missing but all papers 
relevant to the enquiry had been traced. It was expected that the 
enquiry would be completed by the end of 1959. 
Construction of an oil jetty-para 41 of Audit Report, 1958. 

153. A new Oil Jetty was completed in November, 1955 at a cost 
of Rs. 17.57 lakhs as a part of Kandla Port Project. W o  oil tankers 
were berthed in this jetty in November and December, 1955. The 
second tanker, however, broke adrift due to unfavourable direction 
of tidal conditions and the wrong alignment of the jetty. Since then 
the oil companies have refused to use this jetty. The investigation 
by the Development Commissioner established that there was a 
mistake in the designing and construction of the jetty and an extra- 
expenditure of Rs. 5 lakhs would be necessary to make it usable. 
In March 1958. Government appointed a Committee of experts to 
examine the further course of action regarding the new jetty and 
also the question of responsibility for any infructuous expenditure. 

154. In evidence, the Committee were informed that the Com- 
mittee of experts submitted their report in April, 1959 a copy of 
which was sent to Audit on the 22nd October, 1959. The Commit- 
tee decided to defer consideration of this case till the receipt of the 
comment of Audit on the report of the expert Committee. 

Excess payment to a contractor-para 39 of Audit Report, 1959. 
155. The detailed estimate for the construction of a road in a 

frontier area included two specific i t e m  of work vit . ,  (i) jungle 
cutting etc. at the rate of Rs. 2181- per 1000 sft. and (ii) cutting 
and removing bamboo clumps or digging out roots etc.. at the rate 
of Rs. 6/8/- per 100 sft. The road canstruction work was awarded 
to a contractor in December, 1954 at the above rates plus 15 per cent. 
but in the agreement the nomenclature of the second item was 
altered and made to read as 'cutting and uprooting and clearing 
bamboo clumps or cane clumps'. Neither the estimate (as approved 
by Government) nor the local schedules of rates provided a rate 
for cutting and removing cane clumps as distinguished from bamboo 
clumps. On certain objections being raised in January, 1956 the 



Additionai Chid Engineer in June, 1958 changed the nomenclature 
of the second item as 'cutting and uprooting and clearing bamboo 
and cane jungle' and sanctioned a rate of Rs. 2/8/- per 1,000 sft. 
plus 15 per cent. extra for it. The final bill prepared on the basis 
of the substituted rate showed that a sum of Rs. 1,07,169 had been 
paid in excess to the contractor. In evidence the Committee were 
informed that the mistake was detected when the payments made 
for this part of the work exceeded the estimated amount. The 
Additional Chief Engineer after certain investigation and enquiries 
from the Forest Department about the general growing in the area 
came to the coilclusion that the type of work should have been paid 
at the lower rate. The contractor had neither accepted the sub- 
stituted item in the agreement nor the relevant measurements re- 
corded in the final bill. The matter had been referred to arbitration. 

HINDUSTAN SHIPYARD (P) LIMITED 
Para 54 of Audit Report, 1958. 

156. The Hindustan Shipyard was continuously incurring losses 
since 1952-53. In 1956-57 the loss amounted to Rs. 3.69 lakhs. The 
following factors ahout the working of the Shipyard were pointed 
out by Auait. 

(i) Construction of Ships without proper contracts 

No regular contracts were executed for the ships under 
construction as well as those delivered during June, 1955 to Decem- 
ber, 1956. The prices of some of these ships were reported to be 
under dispute. 

(ii) Defects in plans and designs of ships 

When the construction of a passenger-cum-cargo vessel required 
by the Eastern Shipping Corporation was nearing completion, it was 
found to be lacking in stability and unfit for delivery. Because of 
these defects the Corporation cancelled its order for a second ship 
already placed with the Shipyard. Another survey vessel for the 
Calcutta Port Commissioner could not be built according to designs 
and particulars furnished by the consulting engineers of the Port 
Trust without a considerable loss of dead-weight. The additional 
cost involved in removing the defects resulted in a loss to the Ship- 
yard. Similarly a launch constructed for the Central Excise De- 
partment, Madras, lacked the requisite speed. The rectification of 
the defects and replacements, etc. resulted in a loss of about 
h. I .I1 lakhs lo the Shipyard. 



(iii) Apprehended losses due to postponement of the construction 
of the Dry-Dock 

In 1954 the Shipyard was asked to commence the work of con- 
struction of Dry-Dock and Government agreed to finance the scheme 
by a loan of Rs. 2.15 crores over a period of 5 years. In January, 
1957, however, Government decided not to allot funds for the Work 
owing to financial stringency. Meanwhile the Shipyard had al- 
ready incurred an expenditure of Rs. 1,32,640 on soil investigation 
and establishment, etc. and entered into commitments worth Rs. 11.25 
lakhs. 

157. In extenuation of the losses incurred by the Hindustan Ship 
yard the representative of the Ministry of Transport and Commu- 
nications stated that although Government was subsidising the 
construction of larger vessels at the Shipyard, losses incurred by 
it in the construction of small ships remained uncovered. The 
Shipyard had consequently discontinued construction of smaller 
ships. In the year 1958-59 the losses were mainly due to demolition 
of certain buildings in connection with implementation of develop 
ment programme and provision for obsolescent material. The 
Managing Director apprised the Committee of the various steps 
being taken by the Shipyard to reduce the cost of construction of 
ships. The progressive expenditure was being kept under close 
watch and the workers were being fully employed by ensuring 
proper planning and procurement of material and settlement of 
plans and specifications with the indentors before commencement of 
work. 

158. During their on-the-spot study visit to the Shipyard on 
the 30th September, 1959 the Committee were given to understand 
that the time schedule for construction and delivery of ships could 
not be maintained due to frequent changes in the plans and speci- 
fications suggested by the shipowners. The Managing Director of 
Hindustan Shipyard stated that this difficulty had since been over- 
come. The Shipyard was now concentrating on the building of 
only two types of large vessels for which it had complete designs. 
A formal agreement with the indentors was also being entered into 
as far as possible before commencement of work in each case. 

159. With regard to the losses suffered by the Shipyard due to 
defects in the plans and designs of three ships referred to in the 
Audit Report. the representative of the Ministry of Transport and 
Communications informed the Committee that the question of 
fixing responsibility on the Technical Consultants was still under 
correspondence with them 



160. The construction of a Dry-Dock had been accepted as a n  
essential item for the development of the Shipyard and t h e  
Visakhapatnam Port; but due to the diflcult foreign exchange 
position the scheme would not be taken up during the Second Five, 
Year Plan period. 
Audit Comments on the accounts of Visakhapatnam Port-Notes 4 

and 7, page 108 of Appropriation Accounts (Civil), 1957-58,. 
voz. XVI. 

161. The lSepresentative of the Ministry of Transport and Com- 
munications promised to furnish notes to the Committee regarding 
(i) recoupment of the interest free loans granted by Government 
to the Port and (ii) introduction of the method of providing for, 
ciepreciation on the Cochin Model by the Visakhapatnam Port. 

&cess payment and infructuous expenditure in construction of a 
porter track-Note 6, page 2, Appropriation Accounts (Civil), 
1957-58, VOZ. VI. 
162. The Committee enquired about the result of investigation 

conducted by the Special Police Estt. The Secretary to the Minis- 
try promised to furnish a written statement to the Committee. 

163. The Committee then adjourned to meet again at  10.00 hours 
on Saturduy, the 24th October. 1959. 
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MINISTRY OF TRANSPORT AND COMMUNICATIONS 

(DEPTT. OF COMMUNICATIONS AND CIVIL AVIATION) 

Losses, writes off, etc.-Note 3, page 77, Appropriation Accounts 
(Civil), 1957-58, Vol. XVI. 

165. A loss of Rs. 41,578 due to caking of cement by long storage 
in a C.P.W. Division was written off by Government in October, 
1957. In extenuation of the circumstances leading to the loss, the 
representative of the Ministry of Transport and Communications 
stated that orders for about 8,800 tons of cement required for two 
works (pending formal approval of Government) at Dum Dum Air 
Port were placed on the D.G.S., & D. in November, 1947. About 4,463 
tons of the material was received in instalments during the period 
April to September, 1948; but the work commenced only after 
November, 1948. During the intervening period owing to abnormal 
monsoon conditions (humidity as well as leakage in the roof of the 
store room), the cement deteriorated. In May, 1948 efforts were 
made for the diversion of the supplies of cement to Lucknow and 
other places where it could be utilised; but the request was not 
agreed to by the Railway Administration. The Hon. Cement Adviser 
was also approached in November. 1949 to permit the sale of cement 
in stock but he gave permission for the sale of 60 tons only. The 
Committee desired to know the dates on which the supplies of 
cement were rgeived and the arrangements made for its storage and 
upkeep. They also enquired the date on which the caking of cement 
was first noticed and the measures taken b-* the administration to 
improve the condition of storage thereafter. The witness could not 



give a satisfactory answer but promised to furnish a written state- 
ment. The Committee also asked the Financial Adviser to the 
Ministry of Transport and Communications to furnish a note for 
their information stating the reasons which led Finance to sanction 
the write off of the entire loss on this account. 

Infructuous expenditure on watch and ward and non-recovery of 
ground rent-Note 4, page 77, Appropriation Accounts (Civ i l ) ,  
1957-58, V O ~ .  XVI. 

166. In 1940, a piece of land was acquired by Government to 
provide a temporary extension to an aerodrome. As there were 
some private buildings on the site, a portion of the land was leased 
out to the owner of the buildings initially for 5 years. Piecemeal 
renewals of lease were sanctioned upto March, 1949. One of the 
conditions of the renewal granted in 1947 was that the lessee 
should, if so required, remove the buildings and structures owned by 
him and deliver the land to Government in usable condition with- 
out any compensation. In January, 1950 Government proposed to 
enhance the rent, which the lessee did not accept and did not pay. 
In 1952, Government decided to purchase from the lessee the build- 
ing etc. for Rs. 33,574 on the basis of the then estimated market 
value and to adjust this price against the arrears of ground rent 
due from the lessee. The building was taken over in November, 
1952, but was no: put to any use until July 1958 when it was ulti- 
mately decided to demolish it. The work of demolition was com- 
pleted on 4th March, 1959. Meanwhile, an expenditure of Rs. 5,958 
was incurred on watch and ward upto January 1959. 

167. In evidence, the Committee were informed that in order to 
eject the lessee from the land and to recover the arrears oi rent from 
him, legal proceedings were necessary, which would have been a 
time-consuming process. It was, therefore, decided to purchase the 
building and adjust the price thereof against the arrears of rent. 
Further, in view of the acute shortage of residential acconlmodation 
in Bombay it was then considered that the building could be allotted 
to the employees of the Air Corporation for residential purpcses. 
This proposal, however, did not materialise as the staff refused to 
occupy the premises, which lacked essential amenities like kitchen 
and bathrooms. The representatives of the Ministry of Transport and 
Communications admitted that the wishes of the employees had not 
been ascertained before purchasing the buildings. 
Losses, writes 08 etc.-Note 7, page 53, Appropriation Accounts 

(Civil), 1957-58, Vol. XVI. 
168. A Section Ofticer of an Aviation Division was robbed, on the 

night of 12th May, 1954, at his residence of a sum of Rs. 1,212 rep- 



senting the undisbursed pay of work-charged staff. The police could 
not trace the culprits. The loss was written off by Government in 
July, 1957. 

169. In evidence, it was stated that a departmental enquiry was 
held to fix responsibility of the Section OfRcer and to find out whether 
the money should be recovered from him; but the ofticer was not 
considered to be at fault. The C. & A.G., however, pointed out that 
under the rules, where a safe is not provided in the office, officers are 
required to deposit Government money in the nearest police station. 
The Section Officer had overlooked this rule. 

Losses, writes ojr etc.-Note 4, page 33, Appropriation Accounts 
(Civil), 195758, Vol. X V I .  

170. Irregular payments amounting to Rs. 6,189 of rotary duty 
allowance were made to the staff during periods of leave in the years 
1949 to 1954. The recovery was waived by Government in February, 
1957. 

171. The representative of the Ministry of Transport and Commu- 
nications explained that under the rules of the Company rotary duty 
allowance (compensation for working in shifts) was admissible to 
certain categories of employees like telegraphists etc. even for leave 
periods. This practice was continued even after the terms and con- 
ditions of service of the emplovees were revised by Government. 

Financial Review and Proforma Accounts of the Overseas Commu- 
nications Service-Note 5, page 34, Appropriation Accounts 
(Civil), 1957-58, Vol. XVI. 

172. Certain equipments valued at about Rs. 1,68,900 initially 
loaned to Burma Government were subsequently treated as a final 
sale. The Committee were informed that full payment had been 
received from Burma Government on this account. 

INDIAN AIRLINES CORPORATION 
Losses in working sub-para (ii) of para 55, Audit Report, 1959. 

173. The Indian Airlines Corporation was continuously incurring 
losses since it was formed in August, 1953. Although from 195657 
onwards there was a slight improvement in the working results, on a 
majority of its services the Corporation was still incurring losses and 
in a substantial number of cases even the direct cost was not 
recovered. All the freighter services were running at a loss which 
unounted to Rs. 19.48 lakhs in 1956-57 and Rs. 18.09 lakhs in 1957-58 



174. Explaining the conditions of working of the Indian Airliner 
corporation, the C. & A.G. stated that like all other countries, Govern- 
ment of India was giving subsidies to the Airlines Corporation. 
Formerly this aid was given in the form of a drawback on aviation 
spirit; but it was considered mqr? appropriate to present a correct 
picture of the working of the undertaking and thereafter grant direct 
subsidies with the approval of Parliament. He also pointed out that 
in certain cases the Corporation had to operate on uneconomic lines 
at the instance of State Government-. The question whether the 
State Governments concerned should share the losses on these opera- 
tions was under examination of Government. 

175. In extenuation of the losses incurred by the Corporation on the 
freighter service, the General Manager, I.A.C., stated that the bulk of 
their operations related to the transportation of jute, tea and other 
consumer goods between Calcutta and Assam and Tripura, where 
other means of transportation were not adequate. With a view to 
encouraging the export trade of these commodities, the freight rates 
wcre kept very low, which did not cover even the working expenses. 
To a question how the private Air companies operating in the area 
wcre making profits, the General Manager gave the following reasons: 

( i )  Tho over-head charges of the Cornoration iwre Rreater than 
private operators. 

(ii) The Corporation provided more amenities to its customers. 
( i i i )  The type of aircraft used by the Corporation in these ser- 

vices (Dakota) was uneconomic. 
(iv) The private operators carried goods as [\.ell as passengers 

in their planes. 
( v )  The private operators did not charge any fixed rates; and 

(vi)  The private operators at times also resorted to un-authoris- 
ed practices like over-loading of planes, etc. 

Staff in excess of the normal s tandardssub-para  (iv) of para 55 of 
Audit Report, 1959. 

176. There had been a progressi\.e increase in espenditure on staff 
ctc. The number of employees in the Corporation increasd from 7.449 
in 1953-54 to 9.448 at the close of 1957-58. A firm of efficiency experts 
employed by the Corporation in 1955 had repor t4  that in the Engi- 
nccring and Stores Organisation of the Corporation 700 employees 
wcre surplus. 

177. In evidence, the General Manager stated that the increase in 
the staff was due to overall expansion of the acti\vities of the Corpora- 
tion after nationalisation. The operations of the IAC had increased 
and many more amenities were now being given to the passengers 



which did not exist before. He, however, admitted that judging from 
the standard of other countries the staff of the Corporation was on 
a higher side. This was due to the peculiar conditions of labour pre- 
vailing in the country. The Corporation were, however, revising their 
staff requirements on the basis of the recommendations of the expert 
Committee in consultation with Staff Assessment Committee on which 
workers were also associated. 
Lou, utilisation of Dakota Aircraft-sub-para (v) of para 55 of Audit 

Report, 1959. 
178. The Corporation's costs were also burdened by the low utilisa- 

tion of its Dakota Aircraft. As against a utilisation of 2,000 hours 
achieved in Australia and U.S.A. the utilisation achieved by the Cor- 
poration with this aircraft was 1400 and 1392 hours during the years 
1956-57 and 1957-58, respectively. 

179. In evidence, the General Manager of the Corporation observ- 
ed that Dakota aircraft had not proved economical. It had a limited 
space and carrying capacity but consumed a great deal of fuel. Fur- 
ther, owing to certain accidents in the past the Dakota was not being 
used for night operations. Another reason for the low utilisation of 
the 'Dakota' was the more frequent overhaul undertaken by the Cor- 
poration as compared to other countries. While in Australia the 
airframe was overhauled after 8,000 hours of flying, it was done after 
every 3,000 hours of flying in India. 
Purchase of un-economical Aircraft-'Herons'-sub-para (v i )  of p u ~  a 

55 of Audit Report, 1959. 
180. Eight 'Herons' were purchased by the Corporation in 1955-56. 

The average utilisation of the aircraft during the years 1955-56 to 
1957-58 fell much below the estimate of 2460 hours computed at the 
time of purchase. Similarly the cost of operation was also higher 
than the estimated figure. The operational losses on the aircraft thus 
amounted to Rs. 22 lakhs, Rs. 32 lakhs and Rs. 20 lakhs during the 
years 1955-56, 1956-57 and 1957-58. respectively. 

181. In evidence, the General Manager of Airlines Corporation 
admitted that there was a genuine error of judgment in purchasing 
Herons. The aircrafts had since been withdrawn from service and 
were being disposed of. 

Cases of avoidable aid infructuous expenditure-sub-para (vii) of 
para 55 of Audit Report, 1959. 

(a) AVOIDABLE EXPENDITURE OF Rs. 2 LACS ON THE SHIFTING OF 
A D M I N I S T R A ~  o m m  TO D m  D m  

182. In April, 1955 the Corporation shifted its administrative oaces 
from a building in the city of Calcutta to the Military Hutments at 



Dum Dum with a view to realise a saving in rent of Rs. 4,000 p.m. On 
the contrary an expenditure of over Rs. 2 lacs was incurred on struc- 
tural alterations, shifting of records and furniture and staff transport. 
Later on, the Corporation realised that shifting to the Hutments 
involved problems affecting efficiency, coordination and attendance 
and, therefore, hired in December, 1955 a new building in the city a t  
a monthly rental of Rs. 5.500 p.m. in addition to the payment of 
brokerage. 

183. The General Manager, India11 Airlines Corporation informed 
the Committee that the shifting of administrative offices was intended 
to bring all the offices of the Area Manager at one place. It was also 
proposed to construct residential quarters for the staff on a piece of 
land near the Airport, which was under the unauthorised occupation 
of refugees. After effecting the move of offices it was found difficult 
to eject the refugees from the land with the result that the staff had 
to be provided with transport between the city and the Military Hut- 
ments. This, apart from being expensive, was not considered to be a 
suitable arrangement. It  had since been decided to construct a new 
building for the offices of the Corporation in the city for which requi- 
site land had been acquired and other formalities completed. 

(b) INFRUCTUOUS EXPENDITURE OX THE OVERHAUL AND INSURANCI: OF AN 
UNSERVICE.4BLE AIRCRAPT 

184. A four seater unserviceable aircraft was acquired by the Cor- 
poration as part of the assets of an ex-Airlines Company. It was 
decided to overhaul the plane and make it airworthy at a cost approxi- 
mating Rs. 25,000 to 30.000. The cost of overhaul, however, came to 
Rs. 74,596 and a further expenditure of Rs. 12.000 was incurred on its 
insurance. The aircraft was flown for about 29 hours only and there- 
after sold for Rs. 46,585. 

185. The General Manager of the Corporation informed the Com- 
mittee that the aircraft was overhauled and repaired with a view to 
wlling it at a higher price. He also urged that the labour put on the 
job was surplus to their requircments and should not be taken into 
account for purposes of determining the cost of repairs etc. The cost 
of material utilised in making the aircraft airworthy worked out thus 
to Rs. 26,665 only. 

186. The Corporation got its booking office at Bombay renovated 
in 1954-55 at n cost of Rs. 1,45,000 through a contractor. Two cheaper 
offers at  Rs. 91,582 and Rs. 94,600 were rejected on the ground that 
their designs were not suitable. Similarly the renovation of the Delhi 
Booking omce was got done by the same contractor at a cost of 



Rs. 1,84,000 rejecting another offer at Rs. 48,837 only. In the opinion 
of Audit, as no specifications of the work to be done were determined, 
i t  had not been possible to ascertain whether the various items of the 
work were completed according to specifications. 

187. In evidence, the witness stated that the contractor had previ- 
ous experience of that type of work and his plans and designs were 
considered to be superior to the cheaper oTers. He, however, admit- 
ted that there was no expert body in the Corporation to compare the 
different designs and ensure that the rates quoted by the contractor 
were reasonable. 

(d) LOSS DUE TO MISDIRECTED OPERATION 

188. An aircraft was flown from Calcutta to Bombay supposedly 
on charter for a sister Corporation, but the aircraft was not utilised 
as no such charter was asked for by the latter. The aircraft had to 
return only with light freight. '4 loss of Rs. 10,500 was incurred by 
the Corporation on this operation. 

189. The General Manager admitted that the flight was due to a 
misunderstanding of a telephone message from Bombay to Calcutta. 
Remedial measures had since been taken to obviate the recurrence 
of such cases in future. 

(e) SALE OF AIRCRAFT 
190. One Dakota Aircraft acquired on nationalisation was sold by 

the Corporation to an ex-Airline Company at a depreciated valuc of 
Rs. 61,641. Next year, the Corporation had to spend Rs. 1,87.5@0 and 
Rs. 2.43,067 on the purchase and reconditioning of two Dakotas. 

191. The representative of the Ministry of Transport and Commu- 
nications stated that the two transactions of  sale and purchase of 
Dakotas might be considxed as separate and indcpcndent items. The 
Dakota aircraft was sold to the ex-Airline Company from whom it had 
been acquired at the time of nationalisation on the basis of an under- 
standing that the private company could buy back from the Corpora- 
tion (not for purposes of resale) within a period of 6 months upto a 
maximum of three aircrafts acquired from it earlier. It was, however, 
admitted that the sale was effected after the lapse of the prescribed 
period of six months. The two aircrafts were purchased from other 
companies subsequently. 
Instances of irregular payments of allwances and other enaolziments 

-sub-para (viii) of para 55 of Audit Report, 1959. 
192. The para in the Audit Report cited the following instanctlrs of 

irregular payments of allowances etc:- 
(i) payment of foreign allowance to staff recruited lwally in 

a foreign country; 



( i i )  payment of dearness allowance to retired Government om- 
cials in contravention of rules and objections from Audit. 

(iii) Ex-gratia payments made by the Chairman of the Corpora- 
tion (i) to a State Government officer as honorarium for 
his part-time services to the Corporation and (ii) to the 
family of the officer for returning to their home town after 
his death. 

193. The General Manager of the Corporation explained to the 
Cnmmittee that the foreign al!owancr? #as paid to the employees due 
to a mismderstanding about their nationality as thev had migrated 
carlier from India to the foreign countrv. In other cases payments 
of dearr~ess allowances etc, were made to the retired officials under 
the r111es applicable to other emplnycm nf the Corporation. The fact 
!hat  thece rules did not apply to cs-Go\-cmmcnt a%cers. re-emnloved 
within a period of two years of thcir rct irern~nt.  n-pc r.qt appreciated. 
The ex-qratia payments were sanctioned hy the Chairrnm of the Cor- 
poratior in exercise of his awn powers. The matter nlas not reported 
'n the Board of Directors throurrh nn o\?ersi,qht. 

Failure to review advances  nnd effect tinel?! recoveries-sub-para 
(ix) of para 55 of Audit Report, 1959. 

194. I n  Cnlcutta area a s9.n n c  Rs 7 68.216 n.aq nutst;tnrlinz against 
the staff at the end of the \.par 1954-55. f n r  which n e i t h ~ r  anv acknow- 
I rdpem~nts  were reccived from the individuals nor the accounts re- 
lViewed (n cffcct r eco~wies  ~ v i t h  thc result that s o r e  enm!nyecs res in .  
ed or left the Corporation without the outstanding amount 
(Rs. 40,000) against them being recovered. 

195. I F  estenuntion thr C ~ n ~ r n l  3'Tnna~er stated that thr advances 
had been made to thc staff by the different Airlines Companieq prior 
to nationalisation in accordance with their established practices. Al- 
though come dificulty was being experienced owing to the complicat- 
ed rules of T.A. etc, of thoze comnnnics, efforts were being made to 
recover the amounts from the persons concerned. 

Cases of losses and misappropriation-sub-para ( x )  of porn 55 of 
Audit Report, 1959. 

(a) MSSAPPROPRIATION BY BOOKING AGENTS 

196. The General Manager, Indian Airlines Corporation explained 
that the cases of misappropriations referred to in the Audit Report 
related to the period prior to the introduction of the new rules under 
which the booking agents are required to furnish a security deposit 
with the corpolvtion and submit their accounts every fortnight. In 
21112 (A i i )  LS-8 



case of default the Corporation can stop their future credit and even 
forfeit the security deposits. 

(b) Loss oa RADIO EQUIPMENTS 

197. Out of the Radio Equipment said to have been purchased for 
Rs. 54,989 by the Resident Representative of an ex-airline, equipment 
valuing Rs. 36,076 was shown as transferred to Kathmandu but no 
records were available to show their actual despatch nor were these 
stores found in Kathmandu station on 30th September, 1954 at the 
time of physical verification. A court of enquiry conducted in June 
1955, intet alia revealed certain irregularities in the purchase of stores 
as well as negligence on the part of officers in allowing the stores to 
lie in Kathmandu under conditions in which these were damaged by 
rain water. 

198. In evidence, the General Manager of the Corporation stated 
that although it appeared to be a case of malpractice it had not been 
possible to prove the malafide of any officers for want of sufficient 
?videnee. 

Unsatisfactory state of stores and equipment ~~~~~b- 
para (id) of para 55 of Audit Report, 1959. 

199. The Corporation took over, on nationalisation, stores and 
spares worth about Rs. 1.5 crores and equipment and property worth 
about Rs. 4.81 crores but no physical verification was carried out 
during the years 1953-54 to 1955-56. Even block registers of property 
and equipment were not properly maintained. The result of physical 
verification conducted for the stores as on the 31st March, 1957 re- 
vealed shortages of Rs. 2,83,182 for which no responsibility could 
be fixed. 

200. In extenuation, the General Manager urged that the discrepan- 
cies in the store and equipment accounts pertained to the assets 
acquired by the Corporation on nationalisation. Since the private 
companies did not maintain proper ledgers or invoices for stores it 
was dilllcult to make a proper assessment. These stores accounts 
were now being reconstituted. Proper accounts were, however, being 
maintained for stares and equipment purchased by the Corporation 
after nationalisation. 

201. Ths Cmdttee then adjourned to m e t  at 11.00 hour8 on 
Mcmd&y the 26th October, 1038. 



PROCEEDINGS OF THE TWENTY-SIXTH SI'ITING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON MONDAY, THE 
26TH OCTOBER, 1959. 

202. The Committee sat from 11.00 ot 13'00 hrs. 

PRESENT 
Shri Upendranath Barman-Chairman. 

2, Shri T. Manaen 
3. Shri Maneklal Maganlal Gandhi 
4. Pandit Jwala Prasad Jyotishi 
5. Shri Radha Raman 
6. Shri T. R. Nesvi 
7. Shri Raghubar Dayal Misra 
8. Shri Vinayak Rao K. Koratkar 
9. Shri Aurobindo Ghosal 
10. Shri Yadav Narayan Jadhav 
11. Shri Shraddhakar Supakar 
12. Shri Arnolakh Chand 
13. Rajkumari Arnrit Kaur 
14. Shri Rohit Manushankar Dave 
15. Shri T. R. Deogirikar 
16. Shri Surendra Mohan Ghose 
17. Shri Jaswant Singh 
18. Shri Venkataraman. 

Shri A K. Chanda-Comptroller Auditar-General af 
India. 

Shri A. Kalyanaraman-Deputy Cmpttoller !- A u d m -  
General. 

Shri S. Venkataramanan-Accountant General, Central Re- 
VrnUd8. 

S M  P. V. R. Rao-Director of Audit, F.R.S.C.S. 6 M. 
SM P. K. Sen-Directm of Cmmerdcrl Audit. 



Shri V. Subramanian-Deputy Secretary. 
Shri M. C. Chawla-Under Secretary. 

Ministry of Transport d* Communications 
(Department of Communications Pc Civil Aviation) 
Shri M. M. Philip--Secretary. 

Air India International Corporation 
Shri B. R. Patel-General Manager. 

Ministry of Finance (Deptt. of Expenditure) 
Shri S. S. Shiralkar-Financial Adviser. 

Ministry of Food and Agriculture (Deptt. of Food) 
Shri B. B. Ghosh-Secretary. 
Shri P. N. Krishnaswamy-Chief Pay 8- Accounts Oflcer. 

Ministry of Finance (Deptt of Expenditure) 
Shri A. C. Bose-Financial Adviser. 

Ministry of Finance (Deptt. of Economic Aflairs) 
Shri A. R. Shirali-Additional Budget Officer. 

MINISTRY OF TRANSPORT AND COMMUNICATIONS 
(AIR INDIA TNTERNtZTIONAL CORPORATION) 

Audit Report (Civil) 1959-Part I 
Ex-gratia payment of bonus, para 56, page 62. 

203. In terms of his contract, an employee of the A.I.I. Corpora- 
tion was due a gratuity on October 6, 1954 of Rs. 5,000 on the expiry 
of his contract. The contract was, however, renewed for a further 
period of three years. 

Due to defective, drafting, the new agreement did not make it 
elecu that the payment of the amount of Rs. 5,000 was being deferred 
until expiry of the new contract. In October, 1957, the employee 
claimed Rs. 10,000, i.e., an additional gratuity of Rs. 5,000 for the 
extended period of the contract taking advantage of the ambiguity 
in the language of the agreement. The Corporation on the advice of 
it# solicitors at first resisted the claim but finally decided not to 



Pesort to lezal proceedings and made an additiona'l payment of 
Rs. 4,500. 

204. It  was explained to the Committee by the General Manager 
that the intention of the Corporation was merely to defer the pay- 
ment of Rs. 5,000 for a period of three years. But due to defective 
drafting of the agreement, it appeared as if an additional amount was 
to be paid to the employee. He added that the mistake in the agree- 
ment which was drafted by the Personnel Department was not care- 
fully checked in the Head Office. Steps had, however, been taken 
since then to prevent the recurrence of such a case. 

205. When asked about the basis of his contention that the Corpo- 
ration merely intended to defer the payment of Rs. 5,000 he stated 
that it was the specific proposal from the Head Office which the 
General Manager approved and wrote to the Personnel Department 
accordingly. 

206. Debts due from the booking agents.-The Public Accounts 
Committee during their on-the-spot study of the working of A.I.I. 
Corporation had desired to be furnished with further information 
about the bad and doubtful debts. They understood that a sum of 
Rs. 1,19,823 was due from the three booking agents. 

Giving the latest position of these outstandings the witness stated 
that the money had been recovered from one agent but as some court 
case was likely to come up, the money had been kept under "sus- 
pense". The second agent was making payment in monthly instal- 
ments of Rs. 1,724. 

207. When asked about the arrangements made with the agents for 
prompt payment in future, the witness informed the Committee that 
if an agent failed to make payments due in a particular month, he 
became a defaulter and immediately all the airlines started putting 
pressure on him and suspended credit facilities to him. The booking 
agents, he said, had to be approved by the I.A.T.A. before credit could 
be extended to them by any airline. In reply to another question, he 
stated that the three defaulting agents ceesed to be booking agents of 
the Corporation. 

208. The Committee then had some general discussion with the 
witness about the pooling of A.I.I. airline with the foreign airilnes 
of BOAC and QANTAS and the acquisition of a bigger building et 
Paris from the Tourist Ofice in eschange. 



MINISTRY OF FOOD AND AGRICULTURE 
(DEPARTMENT OF FOOD) 

Audit Report (Civil), 1958,Part I 
Loss due to non-delive~y of foodgrains by a transport contrcrctor- 

Para 23, Pages 23-24. 
209. According to Audit, the Food & Procurement Department of 

the Tripura Administration entrusted to a contractor the work of 
-porting foodgrains from a godown in Manubazar (Sabroom) to 
one in Agartala without any agreement and with no safeguard for 
ensuring delivery of the consignments. The contractor started his 
work on 30th &%arch,-1953, even though the formal work order was 
issued to him in the middle of August, 1953. He furnished security 
deposits aggregating Rs. 1,700 on different dates. The time normally 
required for the movement of stock from Manubazar (Sabroom) to 
Agartala wvas 2 to 3 days, but out of a total quantity of 1,675 maunds 
of foodgrains handed over to the contractor in December, 1953, he 
delivered only 755 maunds in November and December, 1954. After 
the 10th December, 1954, delivery was stopped altogether and the 
value of the undelivered stock of 920 maunds of rice and paddy and 
544 container gunnies was estimated a t  Rs. 15,374. The contractor 
was asked in April, May and December, 1954 and again in May, 1955 
to complete the delivery but no reply was received from him. 

Government instituted a criminal case against the contractor on 
20th September, 1956. As the prosecution could not produce certain 
imporknt registers and prove that the foodgrains entrusted to the 
contractor had not been delivered to Government, the case was dis- 
missed on 17th February, 1958 by the court. 

Government initiated on 31st August, 1957 departmental proceed- 
ings against the ofacers at  fault, the result of which was still awaited. 
A civil suit against the contractor had been instituted. It m s  stated 
that final action for the adjustment or refund of the security deposit 
would be taken after the civil suit was decided. 

210. The Committee wanted to know the reasons for such a long 
delay in taking action in the matter. The representative of the 
Deprtment of Food admitted that there could be no satisfactory 
explanation for the long delay. Even the Board of enquiry to en- 
quire into the causes of the loss and to fix responsibility in this case 
was set up only in February, 1959. Nor has it submitted its report 
yet. The Tripura Administration had been asked to expedite the 
submission of the report. He added that as soon as the Report of the 
Baard of Enquiry WRS received, action would be taken in the matter 



211. In reply to a question, as to whether the necessary register8 
were not there for being produced in the court, the Secretary 
stated that the registers were with Audit* and the local public prose- 
cutor did not think them of vital importance while the court took 
the opposite view. In fact, these registers could have been obtained 
and the counsel could have asked for time for their being produced 
in the court. 

212. The Committee enquired how the contractor was allowed 
to start transporting the foodgrains without a contract or formal 
orders. The Secretary stated that ~ h i l e  it was desirable to issue 
the orders before the work commenced, that was not always possi- 
ble. In this case it was procurement time for which targets had 
been fixed and before the formality of the agreement was gone 
through, the work was allowed to be started. To another question 
he replied that the contractor had been selected by the Chief Com- 
missioner after tenders were invited and this contractor's tender was 
the lowest. He further stated that records showed that foodgrains 
were actually handed over to the contractor. But at  the other end, 
the whole quantity was not delivered by him and the Administration 
had adjusted his security deposits and withheld payment of his 
transport bills. 

213. Asked why the contractor should have taken such a long 
time for making a partial delivery of foodgrains when only 2-3 days 
were needed to transport goods from Agartala to Tripura, the 
witness stated that there was absolutely no justification for the 
delay. In reply to a question whether there was anybody to super- 
vise the work of transporting, the Committee were informed that 
the Board of Enquiry had framed charges against some Inspectors 
and Store-keepers for neglect of duty. 

214. To another question whether the Central Government were 
informed by the Tripura Administration that the foodgrains had not 
been transported, the witness stated that that was not done as the 
matter was within the powers of the Chief Commissioner. The 
Audit, however, had brought the matter to their notice in 1957 
through a draft para and as a result a Board of Enquiry had been 
set up. 

The Committee were not satisfled with the explanations given 
in this case and after some discussion, they desired to be furnished 
with a copy of the report of the Board of Enquiry together with 
a note stating the action taken by the Ministry on the recommenda- 
tions made therein. - 

'Audit hu sin-e pointed out that the do-umcnta (registen rd'vouchen ttc.) m 
In tbe catody of the Department cc~ncerned and chrt the 8-t of the w i m  m 

cornet. 



Avoidable extra expenditure on the chartering of uessels, para 26, 
Page 25. 

215. In this case, two ships belonging to an  Indian Shipping 
Corporation (in which the Government held 74 per cent. of the share 
capital) were chartered by an Indian Mission abroad for the ship- 
ment of foreign wheat purchased by Government in December, 1955 
and March, 1956. The ships were chartered through the London 
Agent of the Indian Shipping Corporation instead of through the 
Dlrector General of Shipping, as required under the prescribed pro- 
cedure (which was known to the Mission and which they had 
followed earlier in such cases). This deviation from the normal 
practice resulted in an avoidable payment of E 2,022 (Rs. 26,960 
approx.) as brokerage and commission by the Shipping Corporation 
to its London Agent. 

216. Explaining the reasons for devlation from the prescribed 
procedure. the witness stated that it was due to an oversight. Gov- 
ernment were anxious for the shipment of the foreign wheat quick- 
ly. It was learnt that these two Indian ships were available just 
a! that tlme. There was a telephonic talk between the Director 
General of Shipping and an officer of the Food Department and it 
was decided to intimate to the London High Commission about the 
availability of these two ships. The High Commission, however, 
contacted the ~c ind ias"who  were the London agents of the Shipping 
Corporation. The Scindias contacted the Baltic Chartering Com- 
mlttee and thereby according to the normal custom they became 
entitled to the commission. As there had been no chartering of 
any Indian ship in London for some years at that time, the prescrib- 
ed procedwe was lost sight of. 

217. In reply to a ques!ion, he stated that the Ministry, the 
Director General of Shipping and the High Commission for India, 
London were all responsible for the oversight. To another question 
he stated that records about the conversation between the ofiicer 
of the Food Department and the Director General of Shipping were 
available. Asked why that conversation was not followed up, 
he stated that the particular aspect of payment of commission was 
not thought of at that time either by the Director General of Ship- 
ping or by the Department of Food. But he added there was no 
excuse for that. 

Unprofitable outlay on Bihar Gruin Discharging Plant, para 27, 
Page 25. 

218. A mechanical plant intended to facilitate the discharge of 
shlps carrying grain in hulk was purchased by Government for 
Rs. 4,4'7,188. The advantages of the plant were stated to be (a) 



saving in labour charges (b) earning of "despatch money" on ships 
and (c) quicker turn round of ships. 

The plant was received in September, 1955 and erected a t  
Bombay Docks in the first week of February, 1956 on a site taken on 
lease. The plant had not been operated till October, 1958, a t  the  
main Bombay Docks (except for about a month in August, 1957 at 
the Naval Docks) due to the opposition from local stevedoring 
interests who apprehended that the mechanisation of the unloading 
operations would lead to large scale unemployment. The plant 
was lying idle and the investment in its purchase (viz Rs. 4,47,188), 
and on its erection and maintenance till August, 1958 (Rs. 1,01,685) 
had proved to be so far unproductive. The possibility of installing 
the plant a t  other ports was being investigated in consultation with 
the Ministry of Transport. 

219. The witness informed the Committee that the plant was 
still lying idle. But the Ministry thought that it was essential to 
introduce such mechanical aids in the Indian ports as it was more 
economical and would help in the expeditious clearance of the 
docks. But Government had not succeeded in persuading the 
labour so far. He, however, assured the Committee that further 
expenditure on such plants would not be incurred unless the Gov- 
ernment were sure of co-operation on the part of labour. 

220. Asked why the equipment was ordered before making sure 
that it could be put into operation. the witness stated that that 
aspect of the problem was considered but it was decided to proceed 
with the erection of the plant. 

A sum of Rs. 1,400 to Rs. 1.500 was being incurred monthly on 
the maintenance of the plant. In reply to a question the Commit- 
tee were informed that i t  Lvas not possible to use the machinery 
for other purposes. Thc p!ant could do the work of 150 workers 
in a day. Even if the plant was put through, there need not be 
any unemployment as they had a big import programme in hand. 

Loss due to belated diversion of food shipment, para 28, page 26. 

221, In February, 1957, u vessel was chartered by an Indian 
Mission abroad to carry a shipment of wheat from California to 
Bombay via the Pacific, at a freight rate of 1921 Sh. (approx. Rs. 128) 
per ton. The ship sailed from California on 4th May, 1957 for 
Bombay, where she was espccted to reach on 27th June, 1957. It 
was, however, decided by Government, on 18th June, 1957, to 
divert it to Madras and Calcutta because of congestion a t  Bombay 
port. The diversion took place when the ship was just across 



the West Coast of Ceylon and this involved Government in an addi- 
tional freight expenditure of Rs. 97,000 in all (at 16 uh. or Rs. 10 
per ton). 

The expected heavy arrival of other food ships, in June, 1957, 
in Bombay port was apparently known to the Ministry by 23rd May, 
1957. If earlier steps had been taken to divert the vessel in 
question to the East Coast ports, Government might have saved a 
considerable portion of the additional freight of Rs. 97,000. 

The ship discharged the cargo at Madras from 26 June, 1957 to 
2nd July, 1957 and at Calcutta from 27th July to 3rd August, 1957. 
The shipowners had claimed demurrage charges of E 9,876 
(Rs. 1,31,680) for undue detention of the vessel, against which the 
High Commissioner had paid only f 1,141 (Rs. 15,213) which the 
lchiwwners had not accepted in settlement, but were pressing for 
the full payment of their original claim. 

222. Explaining the position, the witness stated that there had 
been no delay in taking the decision to divert the ships as the agents 
of ships concerned offered to divert the ship on the 17th June, 1957 
3n payment of 15 Sh. extra per ton and on the same date the offer 
was accepted. In reply to a huestion, the witness stated that a re- 
quest was made to the agents on the 7th June, 1957 although the 
Department had approached the Indian agents in other cases for 
the diversion of ships even in the third week of May, 1957. In his 
view, even if the Department had contacted the agents of this ship 
earlier than 7th June, 1957 there would not have been a saving of 
Rs. 97,000 as diversion and terms therefor had to be mutually agreed 
upon with the shipowners. 

223. The Committee were not satisfied with the explanation of 
the Ministry and desired to be furnished with a note (supported with 
the relevant correspondence) giving the circumstances under which 
the shippers refused to divert the ship to the eastern coast. 

224. The Comptroller & Auditor General informed the Committee 
that the freight rate from the western ports of America to the earrtern 
coast of India was cheaper by Rs. 7 per ton than the freight rate to 
ports in the western coast of India. The witness in this connection 
pointed out that the standing instructions given to the Supply Mission 
were to send the ships from the west coast of America to Calcutb 
and from the Atlantic coast to Bombay. 



225. Asked about the claim of the flrm, the witness stated that thc 
High Commissioner had told the flrm in June, 1958 that the payment 
of f, 1,141 was in Anal settlement and the flrm had not pressed for 
the remaining claim. 

226. The Committee then adjourned till 10.00 hours on Tuesday, 
the  27th October. 1959. 



PROCEEDINGS OF THE TWENTY-SEVENTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON TUESDAY, 

THE 27TH OCTOBER, 1959 

227. The Committee sat from 10.00 to 12.45 hours. 

PRESENT 

Shri Upendranath Barman--Chairman. 

PRESENT 

2. Shri T. Manaen 
3. Pandit Jwala Prasad Jyotishi 
4. Shri Radha Raman 
5. Shri T. R. Neswi 
6. Shri Vinayak Rao K. Komtkar 
7. Shri Aurobindo Ghosal 
8. Shri Yadav Narayan Jadhav 
9. Shri Shraddhakar Supakar 

10. Shri Amolakh Chand 
11. Rajkumri  Amrit Kaur 
12. Shri Rohit Manushankar Dave 
13. Shri T. R. Deogirikar 
14. Shri Surendra Mohan Ghose 
15. Shri Jaswant Singh. 

Shri A. K. Chanda, Comptroller and Auditor General of India. 
Shri A. Kalyanaramn, Deputy Comptroller and Auditor 

General. 
Shri S. Venkataramanan-Accountant General, Central Reve- 

nues. 

Shri P. V. R. Rao, Director of Audit, F.R.S.C.S. & M. 
Shri P. K. Sen, Director of Commercial Audit. 

SECRETARIAT 
Shri V. Subramanian-Deputy Secretary. 
Shri M. C. Chewla-Under Secretary. 
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Ministry of Food & Agriculture 
(Department of Food) 

Shri B. B. Ghosh-Secretary. 
Shri P. N. Krishnaswamy-Chief Pay & Accounts Oficet. 
Shri A. D. Pande, Chief Secretary, Delhi Administration. 
Ministry of Finance (Department of Expenditure) 

Shri A. C. BosnFinancia l  Adviser 
Ministry of Finance (Department of Economic Agairs) 

Shri A. R. Shirali-Additional Budget Oficer. 
MINISTRY OF FOOD & AGRICULTURE 

(DEPARTMENT OF FOOD) -contd. 
Audit Report (Civil), 195SPart I 

Non-recovery in full of contractual dues from four firms, Para 29, 
pages 26-28. 

228. In March, 1954, the Food Ministry placed contracts with four 
lndian firms for the purchase of an aggregate quantity of 57,000 t ~ n s  
of imported sugar (valued at Rs. 2.7 crores) which was to be ship- 
ped before 31st March, 1954 in three cases. and before 15th April, 
1954 in the fourth case. 

All the four firms failed to supply the sugar even after some exten- 
sions of time were granted by the Ministry of their own accord. The 
contracts were, therefore, cancelled at the risk and cost of the default- 
ing firms and purchases were effected at higher rates. Under the 
terms of the contract with the four firms in the event of the seller's 
failure to supply the sugar, Government were entitled to make a risk 
purchase, in addition to obtaining damages equal to 3% of the full 
contract value of sugar. On heing consulted, the Law Ministry 
advised that Government were entitled to recover from the defaulters 
the difference between the contract price and the market price pre- 
vailing on the dates when the breach of contract occurred. The 
amounts recoverable from the four firms on this basis came to  
Rs. 4,00,000, Rs. 1,97,000, Rs. 1.82,827 and Rs. 9.50.000 respectively 
(total Rs. 17,29,827). 

When these amounts were accordingly demanded from the defaul- 
ters, the latter made certain representations as a result of which 
Government decided on 4th February, 1955 on grounds of equity 
(despite the  fact that legally they were entitled to recover the full 
extra cost from the defaulters) that the penal recovery might be 



restricted to a nominal figure equal to one-tenth of the difference bet- 
ween the contract price in each case and the lowest price subsequently 
paid, in 1954, for comparable overseas sugar. On this basis, the 
amounts recoverable worked out to Rs. 22,500, Rs. 15,000, Rs. 13,555 
and Rs. 58,666 respectively (total Rs. 1,09,721). 

While recovery had ben effected from the first three defaulters 
(out of their security amounts) only a sum of Rs. 10,000 (out of Rs. 
58,666) could be recovered from the fourth firm. The firm had 
failed to deposit the necessary security and had paid only the 
earnest money of Rs. 10,000 along with its tender. The financial 
standing of this firm was not verified by Government prior to placing 
the contract although a police report had been received intimating 
that the Director of this firm had been convicted of certain criminal 
offences. Subsequent enquiries showed that the firm's paid-up capital 
was less than Rs. 10,000 and that there was no prospect of any money 
being realised from it as damages. 

229. It  was explained to Audit that the equitable grounds on which 
the damages were reduced from Rs. 17,29,827 to Rs. 1.09.721 were 
t h a t  

(i) the firms were let down by their foreign suppliers, and as 
such their failure was due to reasons beyond their con- 
trol, and ) 

(ii) that the firms could not open letters of credit in favour of 
their foreign suppliers in time owing to some delay in 
ascertaining the terms and conditions relative to the 
marine insurance of the sugar stocks. 

I t  was also contended by the Ministry that there was no real loss 
to Government, as the subsequent quantities of sugar were brought 
in a chain, and there was, therefore. no definite "risk purchase" as 
such, against each defaulter. Audit was unable to accept either the 
plea that the default was due to circumstances beyond the control of 
the contracting firms or that there was no loss to the public exchequer 
in the purchases which had to be made by Government at  higher 
costs, soan after the default. The Audit Report pointed out that two 
purchases at substantially increased rates were made from the same 
firms who had defadted earlier. 

230. The Committee wanted to know the reasons for accepting the 
offer of the fourth flrm for the supply of sugar in spite of an adverse 
police report against its Director. The representative of the Ministry 
of Food stated that the tender was considered at the highest level and 
it was felt that the tender of the Arm, being the lowegt &a5 a ton, 
should be accepted. Asked about the next higher offer which wan 
rejected in favour of the lowest tender, the witness stated that that 



was for the rate of E 35-19-8 per ton. To another question he stated 
that the quotations of the other three firms were E35-17-6, 235-174 
and 235-19-8 per ton. 

231. The Committee enquired whether it was proper for Govern- 
ment to place orders with a firm whose director had been convicted 
in a criminal case. The witness agreed that that was not desirable 
but added that such a generalisation should not be made without 
considering the offence of the party and the risks involved in a con- 
tract with it. 

232. Asked whether it was the policy of Government after its 
experience in the Jeep Contract to enter into contracts for over Rs. 1 
crore with a firm whose share capital was Rs. 10,000 only, the 
witness replied in the negative. The Committee pointed out that 
according to the financial rules, the Ministry were supposed to 
examine the financial standing of the firm. The witness stated that 
that was not done in respect of any of the four firms as it was a 
question of the acceptance of the offer within 24 hours and there was 
no time for any such investigation. 

233. When asked whether Government had ascertained that the 
foreign suppliers of the contracting firms were in a position to supply 
the requisite quantity of sugar, he replied in the negative and added 
that that was the business of the contracting parties with whom alone 
Government had entered into contracts. In reply to another question, 
the witness informed the Committee that while the other three firms 
furnished the security deposits. the fourth firm did not do so after 
its tender had been accepted. 

234. Explaining the reasons for not cancelling the contract of the 
fourth firm when it failed to make security deposits within the stipu- 
lated period, he stated that the contract could be cancelled but it was 
not done as Government needed the sugar urgently. When pointed 
out how Government hoped to get sugar from these firms when their 
quotations were lower than the international market rate, he stated 
that it was the firm who undretook the risk. In reply to a question 
why Govenunent did not insist on the full penal recovery, the witness 
stated that Government felt that the firms were let down by their 
foreign suppliers and also subsequently throughout the year, 1954, 
the actual purchase price of sugar was £37 per ton. 

235. As regards the subsequent orders on two of the firms. the 
witness stated that 25,000 and 30,000 tons of sugar had been purchased 
from these firms. But no further transaction had been entered into 
with the fourth Arm.  Explaining the reasons for accepting the offers 
from the defaulting firms on the second occasion, he stated that their 
tenders were accepted on the basis of various offers and he did not 



think Government would h a w  been justified in rejecting their subse- 
quent offers. Asked whether the firms had requested for enhancing 
the rates to enable them to supply the sugar, he replied in the 
negative. 

236. The Committee then referred to the grounds on which the 
damages were reduced from Rs. 17,29.827 to Rs. 1,09,721 and enquired 
how the Ministry gave such explanations for the default of the con- 
tractors, who were expected to fulfil the terms of contract. The 
witness stated that these explanations h2d been given by the firms 
and partially accepted bv the Administration. But the real explana- 
tion was that the international price of sugar was higher than the 
price quoted by them. 

237. Intervening, the Comptroller and Auditor-General mentioned 
to the Committee that there was evidence to show that three out of 
the four firms had genuine offers in their hands from their suppliers 
abroad who kept these open for a period of 3-4 weeks. I t  was, there- 
fore, not correct to sav that the firms were let down by their suppliers 
because of high price of sugar prevailing in the international market 
Nor were their quotations unreal. Thus the contractors themselves 
were at  fault in not making firm deals with their suppliers and there 
was no justification in reducing the damages when Government 
themselves had to purchase sugar at a higher price. 

238. The Committee felt that such untenable explanations advanc- 
ed by the contractors should not be accepted by Government as it 
would set a bad precedent. The witness took note of the views of 
the Committee. 

239. In reply to a question whether it was the general policy to 
reduce the liquidated damages to ten per cent of the amount due, the 
witness replied in the negative. 

240. Next, the Committee enquired the dates by which sugar was 
to be supplied by the firms. They were informed that in three cases 
it was 31st March, 1954 and in the fourth case it was the 15th April, 
1954. But the dates were extended till the end of June, 1954 by the 
Government themselves. Asked whether these firms had any experi- 
ence of importing sugar, the witness stated that only one firm had 
supplied sugar in the past. To another question he stated 'that they 
were not normal brokers dealing in sugar. 

Audit h p o r t  (Civil), 1959-Part I 
Shortage of recovery from a firm trading in grain, Pam 26, 

Pages 24-25: 
241. (i) Under the Foodgrains Procurement and Distribution 



Scheme introduced by the Government of India in 1946, a firm im- 
ported 13,500 mds. of urd dal from the Central Provinces (now 
Madhya Pradesh) during 30th June, 1947 to 9th July, 1947, for sale in 
Delhi at  a price to be fixed by Government. The firm was allowed in 
addition to procurement costs, a consolidated margin of as. 7 per 
maund to cover its commission and incidental expenses such as trans- 
port charges, godown rent, terminal tax etc. Any profit accruing to 
the firm on the selling price was to be refunded to Government, 
while any loss incurred by it on the sale was to be made good by 
Government . 

The firm alleged that it had sold the entire consignment to various 
private parties at the rate of Rs. 15 per maund (without getting the 
prior approval of the Department to the rate). The Government, 
thereupon, decided in August, 1947, to recover from the firm the 
difference between the prevailing market rate of Rs. 22 per maund 
and the alleged selling rate of Rs. 15 per maund and the amount thus 
recoverable came to Rs. 1,03,000 (approx.). The firm. however, 
repudiated the claim on various grounds and finally took the matter 
to a Court of Law which on 15th November. 1956. upheld the conten- 
tions of the firm but allowed the Government to recover a sum of 
Rs. lO.6Z being the diff crence between the cost price plus commission 
of as. 7 per maund and thtb sale proceeds at Rs. 15 per maund. 

According to Audit. it appeared that the Deputy Director of the 
Department had deposed in the court corroborating the allegation of 
the firm that the Department had directed the firm to sell the urd dal 
at the rate of Rs. 15 per maund thus contradicting the contention of 
the Department itself. Attention of the Committee was also drawn 
to the judgncnt of the High Court wherein the learned Judge 
observed: "I am strongly impressed by the fact that the then Direc- 
tor, who is contradicted by his subordinates had not cared to come 
into the witness bos and offer himself for cross-examination by the 
plaintiff. In thc circumstances, the statement given by Mr.. . . . . . . . . . 
(the Deputy Director) remained uncontradicted on this record." 

242. The Commi ttec wanted io know the circumstances under 
which the then Director was not in a position to defend the Gov- 
ernment's stand in the court and how the then Deputy Director 
gave evidence against the Department. The Chief Secretary, Delhi 
Administration stated that the Deputy Director who was called to 
the court by the plaintiff, falsely deposed that he had orally instruc- 
ted the firm to sell daE at Rs. 15 per maund. But there was no 
written record to show that either he or anyone else gave that per- 
mission to the firm. On the other hand, the Deputy Director him- 
self had recorded in the file that he did not give permission to the 
flnn for the sale of the dal at Rs. 15 per maund. 
2012 (Ai i )  LS-9 



243. When asked why the Director did not appear in the witness 
box to contradict the Deputy Director by showing the file itself, the  
Chief Secretary stated that unfortunately that was not done on the 
advice of the Counsel. The Committee asked whether there was any- 
thing on record to substantiate this allegation against the Counsel, 
the Chief Secretary replied in the negative. When questioned about 
the basis for his statement, he stated that the records showed that 
originally the Director was cited as a witness by the Administration, 
but he was dropped later on and i t  was presumed that that was done 
on the advice of the Counscl. 

244. To a question, the Chief Secretarv stated that the then 
Deputy Direcior was reverted to the U.P. Government in 1948 and 
charges had been framed against him in 1958. To another question 
h e  stated that the High Court judgment was announced in Novem- 
ber, 1955 and the U.P. Government had been informed about the 
conduct of that officer in January. 1958. When asked to explain the 
long delay in informing the U.P. Government, he admitted that 
there had been a failure in that respect. 

245. When asked whether before appearing as a witness on be- 
half of the plaintiff, the Deputy Director got permission of the 
Administration. he stated that as he was working under the U.P. 
Government at that time, the permission of the Delhi Administra- 
tion was not obtained. The Committee des~red to be informed whe- 
ther the officer concerned. before he appeared in the court, had obtain- 
ed the permission from the U.P. Government and if so, whether 
that Government had consulted the Delhi Administration about it. 

246. The Committee were not satisfied with the explanation and 
desired to examine the then Director of Purchase, Delhi Adminis- 
tration who, they understood, was in the service of the Government 
of India. In  the meantime, they desired to be furnished with a notca 
giving explanations on all the points raised in this Audit para. 

Appropriation Accounts (Civil). 1956-57. Volume VII 
Proforma Accounts of imported foodgrains. Grant No. 128, Page 107. 

247. According to Audit, the profit and loss accounts of 1955-56 
and 1956-57 revealed losses of Rs. 19 crores and Rs. 15.87 crores 
against corresponding profits of Rs. 2.15 crores and Rs. 1.05 lakhs 
in the years 1953-54 and 1954-55. The Proforma Accounts for  
1957-58 had also not yet been compiled although they were due in 
September, 1958. The accounts for 1958-59 had also not been pro- 
duced. 

248. I t  was explained to the Committee that some of the records, 
especially the stock accounts, sale accounts etc. were not ready. 
These were under compilation and would be included in the next 
year's accounts. f . * V l  



249. The Comptroller & Auditor General intervened to say that 
as there was a separate accounts organisation in the Ministry, com- 
pilation of accounts should not be delayed. The Chief Pay and 
Accounts Officer, Ministry of Food etc. stated that he would expe- 
dite the matter. 

250. In reply to a question, he stated that the local purchases of 
foodgrains started in 1957-58 and their Proforma Accounts would 
be compiled. The Comptroller & Auditor General suggested that 
in order to see whether the accounts of foodgrains gave an adequate 
information to the administration as well as to Parliament, it 
would be desirable to convene a meeting between him, the Finance 
and Food & ~ g r i c u l t u r e  Ministries to 11.1y down the form in which 
these Accounts should be maintained. The Food Secretary wel- 
comed the suggestion. 

251. Next, the Committee enquired the reasons for heavy losses 
in the sale of foodgrains in 1955-56 and 1956-57 as a h i n s t  the profits 
in the previous vears. The representative of the Ministry of Food 
stat& that when decontrol took place, the Government had a lot 
of stock, the sale of which resulted in a profit. But in 1955-56 and 
1956-57, Government imported and sold large quantities of food- 
grains in the country a t  subsidised prices with a view to arrest the 
rise in prices resulting in a loss of Rs. 23 crores in 1957-58 and 
about Rs. 10 to 11 crores in 1958-59. 

252. The Committee had then some general discussion with the 
wi!ness about the food production in the country with a view to 
making i t  self-sufiicient and about the future import programme 
of foodgrains. 
Import of Sugar, .+'ole 31. C ; r o ~ i p - h e a d  B-6. Grail? .Yo. 129, page 128. 

253. According to  Audit, the total quantity of sugar shipped from 
overseas during the year 1955-56 was 2,28,072 tons and the quantity 
landed was 2,27,266 tons resulting in a short landing loss of 806 tons 
or roughly 0.3 per cent. Claims amounting to Rs. 5.14,138 and 
Rs. 69,846 were lodged against s t ~ a m e r  agents for the quantity short 
received or short 1andc.d in a damaged condition and on account of des- 
patch moncy respectively. Claims amounting to Rs. 22.63.518 remained 
unsettled a t  the end of the vear 1956-57. A provision of Rs. 12.72,476 
was made upto the end of the year 195657 as a 'Reserve' for possi- 

a ble repudiation of claims by the steamer Agents. 
The Committee were informed that the above claims were still 

unsettled and the High Commission for India. London was dealing 
with the wgrk. 

251. The Co~nmittee then adjourned t i l l  10.00 hours on Wednes- 
day, the 28th October. 1959. - 



PROCEEDINGS O F  THE TWENTY-EIGHTH SITTING O F  THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON WEDNESDAY, 

THE 28TH OCTOBER, 1959 

255. The Committee sat from 10.00 to 13.00 hours. 

PRESENT 

Shri Upendrana th Barman-Chairman. 

2. Shri T. Manaen 
3. Pandit 3wala Prasad Jyotishi 
4. Shri Radha Raman 
5. Shri Rameshwar Sahu 
6. Shri T. R. Neswi 
7. Shri Raghuhar Dayal Misra 
8. Shri -4urobindo Ghosal 
9. Shri Yadav Narayan Jadhav 

10. Shri Shraddhakar Supakar 
11. Shri Arnolakh Chand 
12. Rajkumari Amrit Kaur 
13. Shri Rohit Manushankar Dave 
14. Shri T. R. Deogirikar 
15. Shri Jaswant Singh. 

Shri A. K. Chanda, Coinptroller and Auditor General of lndia 
Shri A. Kalyanaraman, Deput?y Comptroller and Aztditm 

General. 
Shri S. Venkataramanan, Accountant General, Centrd 

Revenues. 
Shri P. V. R. Rao, Director of Audit,  F.R.S.C.S. & M 
Shri P. K. Sen, Director of Commercial Audit. 

Shri V. Subrammian-Deputy Semetaty. 
Shri M. C .  Chawla-Under Seereta-. 



Ministry of Food and Agriculture (Deptt. of Agriculture) 
Shri K. R. Darnle--Secretary. 
Shri M. S. Randhawa-Additio~Z Secretary. 
Shri P. N. Krishnaswamy-Chief Pay and Accounts Oficer. 
Shri R. C. Soni-Deputy Inspector G e m a l  of Fmests. 

Ministry of Works, Housing and Supply 
Shri B. D. Kurnar-Deputy Secretary. 

Ministry of Finnnce (Deptt. of Ezpenditure) 

Shri A. C. BoscFinanciaE Adviser. 
Ministry of Finance (Deptt. of Economic Affairs) 

Shri A. G. Krishnan-Under Secretary. 

MINISTRY OF FOOD AND AGRICULTURE 
(DEPARTMENT OF AGRICULTL'RE) 

Audit Report (Civil), lSj&Part I 
Loss due to use of tractors for ploughing private land without a con- 

tract or advance deposits-para 21. page 21. 

256. During 1948-52, the Central Tractor Organisation ploughed 
certain private land in Delhi and its neighbourhood without either 
executing any agreement with the parties concerned or securing 
adequate deposits in ndvance notwithstanding the operations being 
of the nature of Deposit Work. A sum of Rs. 39,400 representing part 
of thc expenditun? incurred, eventually proved irrecoverable and 
had to be written off by Government during the years 1953-56. 

The operations having been undertaken on verbal instructions, 
tht. responsibility for the loss could not be fixed definitely, especially 
since some of the officers concerned had already left service. 

257. The Committee wanted to know the circumstances under 
which a sum of Rq. 39.400 had to be written off. The Secretary, 
Ministry of Food and Agriculture (Department of Agriculture) 
stated that immediately after thc partition it was propmed to utilise 
the land in and around Delhi for food production. Several persons 
including some refugees who had been allotted land requested for 
tractorisation of their lands. The Ministry agreed to undertake the 
work and out of the recoverable amount of Rs. 1,55,184 a sum of 
Rs. 39,400 proved irrecoverable at that time. Subsequently, 
Rs. 1330.50 had been recovered. 



258. In reply to a question why the defaulters could not be traced, 
the witness stated that four Co-operative Societies really accounted 
for the bulk of the irrecoverable amount. One of these societies went 
into liquidation. The second in whose case the cost of work came to 
Rs. 6,757 refused to pap on the ground that the operations in question 
had been taken up by Government for demonstration and publicity 
purposes. The Ministry tried to bring some pressure on it through 
the Ministry of Production with whom it had some dealings, but in 
vain and ultimately, the amount had to be written off. 

259. The Committee enquired whether there was any written 
agreement with that Co-operative Society. The witness stated that 
in its original letter, the society had stated that it would pay the 
charges. But subsequently it backed out. When asked how Govern- 
ment accepted its contention, the witness stated that the Law Minis- 
try had been consulted in the matter and according to that Ministry's 
opinion the letter of the society would not be a sufficient basis for 
filing a suit against it. Asked whether the society had deposited the 
requisite advance of Rs. 2.000, the witness stated that that was 
deposited in the beginning but as the finalisation of rates to be charg- 
ed took some time, even that advance was returned to the society. 

260. As regards the third society, the Committee were informed 
that it could not pay the amount of Rs. 5,365 due to its bad financial 
position and on its representation, Government decided to write off 
the amount. Similarly, dues against the fourth society had also to 
be written off. 

261. The Committee then enquired about the future of the Central 
Tractor Organisation. They were informed that Government had 
since decided to wind it up. Asked about the disposal of tractors 
held by the Central Tractor Organisation, the witness stated that out 
of the 11 units, five units consisting of 165 tractors had been transfer- 
red to the Dandakaranya Project and two more units consisting of 30 
tractors were proposed to be transferred to that Project. The Ministry 
considered that the existing life of the remaining units would expire 
in June, 1960 till which time these would be put to work. As each of 
these tractors had worked for more than the prescribed hours of 
10,000, they would be sold through the Disposals Directorate. In reply 
to a cjuestion, the Committee were informed that the Dandakaranya 
Project accepted the tractors as they had still a life of another 2,000 
to 3,000 hours. 

262. Next, the Committee enquired why Central Tractor Organi- 
sation was being wound up. They were informed that it was being 
done as Rs. 24 crores of foreign exchange required for renewal of 
its fleet of tractors could not be made available and they could not 



keep the establishment going on without any work. When asked 
whether the Ministry were satisfied with the work of Central Tract- 
or Organisation, the witness replied in the affirmative and added 
that  as against 1 million acres proposed to be reclaimed, more than 
1.6 million acres had been reclaimed, and the entire loan from the 
I.B.R.D. taken for this purpose had been repaid. To another question 
h e  stated that about 9 lakh acres of land were still to be reclaimed. 
Delay in execution of a scheme. Pmra 22, pclges 21-23. 

263. In paragraph 8 ( c )  of the Audit Report (Civil) 1952-Part I, 
mention was made of the purchase of a Pilot Plant for production of 
different types of paper and hoards from indigenous raw materials, 
at a cost of $391,807 by the Ministry direct from a certain firm in the  
U.S.A. by-passing the India Supply Mission, Washington. The project 
for which the plant was ordered had been decided upon in 1946, and 
the broad specification o f  the plant had been settled by an Expert 
Committee. T h r  Officer who was specially deputed to make the pur- 
chase of the plant did so after visiting U.K., Canada and the U S A .  
for obtaining detailed specifications. The said officer was given 
extension of wrvice for three years in the hope that he would 
be able to put through the scheme. As he retired in December, 1949. 
when the machincry for which he had placed orders had just arrived 
at the Research Institute, the scheme did not make progress. In ,Tuly. 
1950 it came to light that there was an omission to place orders fnr 

certain important parts essential for putting the machine into 
operation. 

The capacity of the pulping and stock preparaticn plant. apprnwd 
bv the Expert Committee in February, 1948, was found in May, 1950 
to  be inadequate for feeding the above pilot plant and the purchase of 
a iww pulping equipment, at an additional cost of about Rs. 15 lacs. 
was considered necessary. In June, 1952, it was decided to u t i l i s ~  
foreign technical assistance for procuring this equipment and 
cnnnected services. Accordingly, plant, equipment and engineering 
serviccs worth $ 3,80,500 in all (equal to Rs. 18 lakhs) were obtained 
as b0low:- 

T. C. A. Agreement 1952 
T. C. A. Agreement 1953 

T. C. A. Agrcemcnt 1956 and 1957 1,27,200 



The construction of the requisite buildings for the Project m a  
initiated in December, 1948, but no progress was made till April, 1951 
due to luck of specialised knowledge on the part of the local engineers 
and non-supply of basic engineering data by the firm supplying the 
pilot plant. A phased programme, to be completed in three stages, 
was drawn up in April, 1951 in consulb~tion with the C.P.W.D. Phase 
A (Paper finishing Section) was taken up in December, 1951 and 
finished in July, 1952. Technical difficulties arose in designing Phase B 
(Eb~sement) on the basis of drawings, etc. received from the firm 
and were resolved with engineering servicw obtained from the firm 
through the Agreement of June,  1953. The bnscment was ccmpleted 
in December, 1954 and the machinery was erected in May, 1955 Phase 
C (Construction for housing the pulping and stock preparotion ur i t )  
had not been taken up yet (20th August, 1957) by the C.P.W.D. as 
the requisite drawings, rtc. were awaited from the firm. 

When the project was decided upon in October, 1946. and later 
the plant was selected for purchase, neither the Expert Committee 
nor the other officers concerned had any detailed knowledge of thc 
machinery or any plan of the type of  plant that u~culd be required 
The arrangements made under the foreign aid agreements of June, 
1952, June 1953 and June. 1956 for procurement of machinery and 
engineerinq sertTiccs from the  firm were also not effective as supplies 
were delayed for long period and additional payments were demanded. 
The contracts which were entered into by the foreign aid agency 
could no! be enforced as they did not contain adequate provisions. 
Under the latest contract made with the forei-gn aid agcncv in Junc. 
1957 the firm mentioned above wns to supply the various engineering 
services and equipment completely by September, 1958. 

After locking up funds to the c x ~ c ~ i t  of Rs. 13,50,000 on the Pilot 
Plant for a period of about eight years (involving total interest 
charges of about Rs. 3,00.000 @ 3 per cent per annum) doubts had 
been raised on 20th August, 1957 whether thr  Institute w,uld  at all br 
a suitable place for putting up a plant of this size, because the raw 
matr>rial required for feeding i t  would not be available locally. Apart 
from going into the economics of its working, with raw material 
secured from outside, the possibilities of using it for producing 
special quality paper were now bcing explorcd as the full capacity ot 
thrt plant may not be utilised for research and training. 

It had been stated that no individual cfficer could be held res- 
ponsible for the prolonged delays and uneconomic expenditure ns 
none with adequate capacity or competence to  shoulder responsi- 
bility had originally been placed in charge of the execution of the 
Project. 



264. It wlas explained to the Committee that the paper section 
of the project was complete and i t  was proposed to start the trial on. 
the 2nd November, 1959. As regards the pulping section, the build-. 
ings were ready and the work would be completed by the  end of. 
February, 1960. 

265. The Committee enquired about the availability of raw mate- 
rials for the plant. They were informed that an agreement had been 
entered intc with the local mills for the supply of raw material until 
the pulping section of the plant was ready. In reply to another. 
question, themwitness stated that Government proposed to  make 
arrangements for the requisite raw materials in the shape of bam- 
boos, waste paper, etc. 

266. The Committee pcinted out that the project was conceived 
with a view to finding new raw materials for manufacturing paper. 
and felt that manufacture of paper from bamboo and waste paper 
did not require any research work. The witness stated that different 
raw materials would be tried on the plant. In reply to a question 
whether there was also s h o r t a p  of water and power at the plant 
site, he stated that there was n o  water scarcit!. as a tubewell had 
been sunk there providing adequate u-ater. 

267. Asked about the rcasons for bypassing the I S M . ,  the witness 
admitted that ~t was a mistake. 

268. The Ccmmittc.c f ~ ~ q : i i r t ~ l  how for purposes of research a 
project costing Rs. 58 lakhs and producing 6 tons of paper a day 
was considered ntwxsary. The witness stated that they were try- 
ing t o  scc whcthcr special brands of imported paper could be manu- 
factured in the country. The Committee asked the Ministry t o  
examinv thr feasihi1i:y of producing security paper at the plant for 
currency purposrs and furnish n note tc them on the subject. 

269. The Committcc then enquired whether all the missing parts 
of the plant had been procured since then. The witness replied in 
the  affirmative. 

Non-recozwti of dzies, para 24, page 24. 
270. The Forest Dcpartmcnt, Andamans gave a licence and a lease 

to  a private firm in 1951, for extraction of timber, in certain forests 
in Andaman Islands. The terms of the lease provided that  the  firm 
would extract every year a specified quantity of timber and pay 
royalty on that quantity. Failure to do so would entitle Govern- 
ment to collect royalty a t  the agreed rate also on all shortfalls in 



the years 1951-54 taken together, and thereafter for each year se- 
parately. The guaranteed quantity of timber was not extracted by 
the firm during the years 1951-54, 1954-55, 1955-56 and 1956-57. 
But the recovery of the royalty due on shortfalls amounting to 
Rs. 21,28.201 which the firm was legally liable to pay, had nct been 
made. It was stated by the Ministry in September, 1958 that the 
ceilings, prescribed for annual extraction under the agreement. were 
being revised and that meanwhile the recovery of the royalty due 
on shortfalls had been postponed. 

271. According to audit the minimum quantities of timber to be 
extracted by the firm under the agreement. the quantities actually 
extracted and the shortfalls are as below:-- 

Guaranteed qu mtities 
Ye ir ajf timt-er to t e  ex- 

tracted u ~ d e r  the 
agreemer t 

Q u n ~  tities a t u .  Shklrtt I1 Roy: it\ .  due 
( ~ t r ~ ,  t e c i  to  I c :ccovcr- 

cd on short- 
f.41 

- - -. 
(Tons per an ~ u m )  (Ttm per annum i 

272. The Committee enquired about the comparative merits of the 
tenders for the extraction of timber. They were informed by the 
Comptroller and Auditor General that in all, there were 9 tenders 
and the most favourable one was accepted on the  grounds of the 
experience of the firm in timber business in Burma and its compe- 
tence to deliver the gcods. This firm offered 78 per cent as royalty 
while the other tenderers 47 per cent and below. 

273. The Committee wanted to know the reasons for the wide 
disparity between the guaranteed quantity of timber to be extract- 
ed under the agreement and the quantity actually extmcted in the 
year 1957-58. The witness stated that in that year timber extracted 
was small because of some labour trouble. But the position was not 
so bad in the previcus years. To a question he replied that as against 
75,000 tons of timber guaranteed to be extracted in 1958-59, 30,OO 
tons were extracted. 



274. Explaining the causes for the shortfall in the extraction of 
the guaranteed quantities of timber, the witness stated that out of 
the area leased to the contractor it was not possible to extract an- 
nualy 75,000 tons of exportable types of timber. He added that this 
fact was discovered only recently and was not known at the time 
of contract with the firm. The Government were convinced of this 
after their own experience in the extraction of timber in the Island. 
In reply to a question, the Committee were informed that it was 
proposed t c  revise the ceding of quantity of timber to be extracted. 
The Committee desired to he furnished with a note discussing the 
comparative economics of extraction of timber in Andaman Islands 
by the Forest Department and the private contractor. They also 
impressed upon the Ministry the urgency of settling the matter as 
further delay would retard the prcgress of extraction of timber. 

275. At the instance of the Committee the Deputy Inspector Gen- 
eral of Forests explained how the quantities of timber to he extract- 
ed were arrived at. According to him the estimated yield of 40,000 
tons from North Andamans was based on data collected after an 
inspection cn the spot. 

276. About the outstanding dues against the contractor the Com- 
mittee were informed that excepting Rs. 80,000 the royalty due on 
timber actually extracted had been recovered from him. Steps were 
also being taken to realise the balance. 

Loss i n  r ~ i ~ ~ i ~ i i l g  o school RIL-S.  Para 25, Pages  24-25. 

277. In March, 1947, a bus ivas purchased at a cost of Rs. 8.190 for 
transporting the school-going children of the employees of the  
Forest College, Dehradun. All the charges in running the bus, in- 
cluding interest on capital, were to be borne by the local Bus 
Committee, a private body consisting cf representatives of parents 
and guardians of the children using the bus. In practice, however, 
all the expenditure was met by the Government. the collection of 
bus fees from the children made by the Departmental cashier being 
credited to Government accounts. 

During the period from March. 1947 t o  December, 1953 (when 
the bus  service was discontinued), the Government suffered a net  
loss of Rs. 6,014, excluding depreciation charges on the bus which 
would amount to several thousand rupees more. As it was no1 
possible to recoup the amount from any source, it was written off 
in December, 1956. No responsibility was fixed for allowing ex- 
penditure to be met out of Government funds and allowing the  



loss to accumulate over five years, without effecting recovery in 
time from the Bus Committee. 

278. It was explained to the Committee that expenditure and 
receipts relating to the bus was mixed up with Government accounts 
by the cashier. It was only when there was a deficit in the income 
of the Bus Committee that the matter came up to the notice of Gov- 
ernment and it was realised that an entirely wrong procedure had 
been followed by the Bus Committee. 

279. To a question, the witness stated that the bus had since been 
converted into a truck for other work. 

Audit Report (Civil), 1959-Part I 

Avoidable extra expenditure due to diversion of a vessel from 
Vishakhapatnam to Kakinada, para 27, pages 25-26. 

280. A contract for the supply of ammonium sulphatr f.0.b. was 
placed on behalf of the Agriculture Ministry abroad in November, 
1956. The seller was responsible for chartering transport to India. 

Intimation was sent cn 30th August, 1957 that a vessel with about 
10,100 tons of fertilizers had sailed on 23rd August, 1957 for Vishakha- 
patnam. The Transport Ministry suggested on 10th September, 1957 
that the vessel should be diverted to another port as Vishakhapatnam 
port was heavily congested at that time. This request was com- 
municated to the Supply Mission only on the 5th Octcber, 1957 with 
the suggestion that the switch-over should be made without pay- 
ment of estra freight. The vessel arrived at Vishakhapntnam, how- 
ever, on 8th October. 1957. but was unable to berth. 

After protracted negotiations. the ship-owners agreed on 21st 
Octcber, 1957 to divert the vessel to Kakinada on payment of extra 
freight of Rs. 2.38 per long ton provided the lay (unloading) time 
would commence from the date of arrival (8th October, 1957) of 
the vessel at Vishakhapatnam and not 24 hours after receipt of the 
vessel's notice of arrival in port and readiness to discharge. Govern- 
ment agreed on 24th October, 1957 to the proposed terms of diversion 
except thet the lay time be calculated as pcr Charter Party. 
On the same day, the ship-owners offered to reduce the extra freight 
from Rs. 2.38 to Rs. 1:19 per long ton, provided the lay time com- 
menced from the arrival of the vessel a t  Vishakhapatnam and this 
offer was accepted by Government on 28th October, 1957. But as 
the vessel was required to pay demurrage charges with effect from 
25th October, 1957, the shipowners withdrew their offer of the 
reduced rate of Rs. 1.19 per long ton and insisted on payment of 



extra freight of Rs. 2.38 per long ton which ccndition was, on 2na 
November, 1957, finally agreed to by Government. An extra expendi- 
ture of Rs. 1,17,85,127 was accordingly incurred by the Agriculture 
Department as below: 

(i) Extra freight on 10,100.326 long tons at 
Rs. 2:38 per L.T. Rs. 24,098:38 

( i i )  Demurrage at Kakinada and Vishakhapat- 
nam. Rs. 93,802.89 

-. -. 
Rs. -117,851.27 
- . - .- . . - . 

According to Audit, the delay in the decision to divert the ship, 
and the delay in communicating the same had resulted in the above 
extra expcndi ture. 

281. Explaining how the delay in asking the India Supply 
Mission for diversion of the ~ ~ e s s e l  had occurred. the witness stated 
that the Ministry of T~anspor t  suggesled on the 10th September, 
1957, to the Ministry of Works. Housing and Supply about the 
diversion of the vcssel to Rakinadn. The latter Ministry passed on 
that information t o  thc3 Regional Director of Food on the 18th Sep- 
ttmber, 1957 :md from hinl i t  was rcceivcd i n  the Dcpsrtment of Agri- 
culture on the 25th Sep t~n lbr r .  1957, nnd a telrgram was sent on the 
26th Scptcmbcr. 1957. t o  the  region:^! Dircctnr of Shippir~g. 

282. .4skcd about the steps taken t o  avoid such situations in future, 
he rcfcrrcd t o  the ncw ~!rocrdure according to which whenever any 
ship was chartered. thew u-oulci br an a l t c rna t i~e  pnrt of destimtion 
also ar!d <ca)ncily, the I.S.hI. r\.nuld dircctlv xegotiatc with the owners 
of the ship for any incrensc in the freight ns a result of diversion 
of  n ship tvithout prior consultation \\-ith the Xlinistry. 

283. Thc Cornmittre then enquirtd tht. reasons for delay on the 
part of the Ministry of Works. Housing and Supply in passing on 
the l c t t c ~  t o  !he Ministry of Food and Agriculture. The rcpresenta- 
tive of that Ministry stated that thc letter Lvas received on the 11th 
September in that Ministry and that  was passed on to the Regional 
Director of Food on thr  18th Septembw. 1.957, i.c., in a week's time. 

Appropriation ;\ccounts (Civil) ,  1956-57, Vol. \'It 

G r m t  No. 44--Agriclil!~ir~, page 48. 
384. The Conlmilter noticed that out of provision of 

Rs. 16,38,62,000 under this Grant. there tvas a saving of Rs. 67335,185 
as the large provisions for grants t o  State Government for Grow 
More Food and other agricultural schemes remained unutiliscd. 



285. Explaining the position, the witness stated that in regard to 
several of the schemes, there had been a delay in starting the work 
as provision was made on the basis of the Five Year Plan without 
any regard to the capacity of the States concerned for implementing 
the projects. At the same time, due tc the re-organisation of States 
during this year (1956-57) a number of the States could not utilise the 
amount that was provided for in the budget. 

Avoidable loss, Note 6, page 54, grant No. 44. 

286. Out of 50,000 gallons of Kerosene Oil and 8,520 gallons of 
aviation spirit purchased by a department in 1951-52 for aerial opera- 
tions against locusts, 34.794 gallons of the former and 5,830 gallons 
of the latter had to be disposed of, the purchases being far in excess 
of requirements. 10,998 gallons of Kerosene and 1,441 gallons of 
aviation spirit were finally found short due to leakage and evaporation 
as they were stored in an open space in the absence of proper go- 
downs. In writing off the resultant loss of Rs. 16,800 in August, 1953, 
Government ordered that in future greater vigilance in the matter 
of disposition and storage of petrol and kerosene should be exercised 
and that as far as possible, the quantities actually required with a 
safe margin for reserve, should be moved to forward positions where 
storage arrangements cannot generally be satisfactory. No discipli- 
nary action against any official/officer was, however, taken. 

287. The Committee enquired why responsibility for the loss could 
not be fixed. They were informed that this kind of aerial operation 
was new to them and estimates for the purchase of both aviation 
spirit as well as the kerosene oil were therefore based on the advice 
of an American expert who had experience of this kind of work. 
But the locust activity in that year was not so strong as had been 
anticipated. 

288. When asked about the shortage, the witness stated 
that as godowns could not be constructed in Bikaner or Pokran 
where kerosene and aviation spirit were expected to be consumed, 
these were kept in an open space with the approval of the Inspector 
of Explosives as well the Engineer-in-Chief of the Army under mili- 
tary and police supervision. 

289. Sub-head H. 8(10), p. 54.-The Committee noticed that there 
was a saving by all the States excepting West Bengal out of the 
amounts granted to them for Grow Mcre Food schemes. They 
enquired about the performance of West Bengal in the matter of 
increasing food production. The witness stated that it was very 
difficult for him to state whether the expenditure had resulted in 
additional food production as several factors governed that. 



290. Losses, writes-ofi etc., Note 7 (ii) , page 55.-A workshop lorry 
was purchased in July, 1950 with necessary equipment, costing 
Rs. 99,540 from the Defence Department for carrying out minor 
repairs to vehicles of a Locust Entomologist in the field. The work- 
shop equipment could work only on gasoline, which was considered 
to be very uneconomical. The lorry could not, therefore, be put to 
any use. 

The Head of the Department was apprised in March, 1954 that  
the lorry was unsuitable and expen~ive.  It was ultimately sold in 
1956 for Rs. 24,000 when its depreciated value was Rs. 55,368. The 
loss of Rs. 75,540 was written off by Government in November, 1956. 

291. The Committee enquired about the reasons for the purchase 
of the lorry. They wcre informed that the lorry was intended to be 
used as a mobile workshop for attending ro repairs of vehicles eng- 
aged in locust control work. 

Appropriation Accounts, 1957-5CVol. VII 

Transfer to the Fund f o ~  the benefit of cotton growers. Note 12. 
page 59. 

292. An account of the fund for the gear 1957-58 is given below: 

Rs. 

Opening balance on 1st April. 1957 . . 2.57.19.083 
Credits during the year . . 37.28.003 
Debits during the year . . 32,93,082 
Closing balance on 31st RIasch. 1958 . . 2,6 1.64.004 

293. The Committee enquired about the progress made in the 
extension of cotton cultivation. They were informed by ,the Addi- 
tional Secretary of the Ministry that largely by the use of the fund, 
quantity r > f  co;!on p;-oduced in the country had increased from about 
22 lakh bales in 1947-48 to 47 lakhs in 1958-59. In reply to a ques- 
tion, the witness stated that t h ~  cultivation of long staple cotton 
had increaxd a great deal over the short staple cotton and it was 
expected that the ccuntry would be self-sufficient in respect of 
extra long staple variety of cotton in three to four years. 

Grant No. 45.-Civil Veterinarg S e r ~ ~ i c e s .  page 70. 

294. The Committee noticed that out of a provision of 
Rs. 1,44,35,000 under this grant, there had been a saving of 
Rs. 57,59,282. Provision for grants to States under grouphead C 
had remained largely unutilised. 



295. The Committee enquired about the progress made in rinder- 
;pest scheme. The witness stated that the scheme had been success- 
ful although the entire country had not yet been covered by it. 
Every animal that was to be inoculated between the rivers Cauveri 
and Krishna had been inoculated and it was intended to progress 
northward so as to cover the entire country in about three to four 

.years. Asked about the non-utilisation of grants, he stated that that 
was due to the non-availability of equipment and trained personnel 
in the States and the late starting of the scheme. 

296. The Committee then had general discussion with the witnes- 
ses about the food production in the country and the various 
measures taken to stimulate it. 

(At this stage, the witnesses withdrew) 

Paytnent of aclvances by Governnrent r o private firt~rs, public un- 
dertakings etc. 

297. The Committee considered a Memorandum' on the subject 
and approved the suggestions made in paras 4 and 6 thereof. The 
Committee desired that the views as set forth in para 4 should be 
communicated to the Ministry of Finance (Defence) who had 
requested for clarification arising out of the recommendations made 
in para 46 of their Seventh Report (Second Lok Sabha). They also 
decided to incorporate the suggestions made> in para G of the Memo- 
randum in their Report relating to Accounts (Civil)  at an  apprcpriate 
place. 

298. The Commitlce the11 udjozirned sine die. 
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MINISTRY OF EXTERNAL AFFATRS 

Audit Report (Civil) 19.59-Part I 
F 

Avoidable expenditure. Para 24, pages 22-23. 

300. A temporarv Executive Endneer appointed on 21st Septem- 
ber, 1950 (bv NEFA Administration) was placed under susvension 
on 21st January, 1953, on charges of insubordination and ineficiencv. 
The Administration reported the case in September, 1953, recommend- 
ing the removal of tho omcer corn service. The offtcer tender~d his 
resirnation on 2nd October, 1958 but withdrew it on 17th March. 
1954, before its acceptance. 'In December, 1953. the Administration 
received a renort that the officer had been emwloyed as n temporarv 
Executive Engineer in another State from 11th Mav, 1953. but this 
in fomt ion  was conveved to the Ministry onlv in April. 1954. The 
oeRcer was debarred on 21st D~cember, 1956 from future service 
under the Central Government for w r i n g  employment elsewhere 
while under suspension but no order stopping the payment of the 
subsistence allowance. from April, 1954, was issued. 
* 

The Ministrv in consultation with the Ministry of Law advised 
the Administration on 29th September, 1956, to re-investigate the 
charges and to revise their recommendations. The ofRcer meanwhile 
requested the Administration on 24th November, 1957 to t e rmimt~  
his services bv notice after rlropping all proceedings pendine againd 
him, and be gave an undertaking that he would not pwss anv claims 
sgafnst Government besides the subsistence allowance up to the dab 



of such terminstion of .his service. The Administration after dis~US- 
sion with the Ministry of Law, and with the approval of the Minis- 
try, terminated the officer's services from 9th December, 1955. 

A total amount of Rs. 14,547 had been paid as subsistence allow- 
ance fpr the period from 21st January, 1953 to 30th November, 1055. 
The officer had also received Rs. 7,634 from another State Gwern- 
ment es pay for the period from 11th May, 1953 to 14th April, 1954. 

301. The Committee wanted to know the circumstances under 
which the temporary omcer was paid subsistence allowance for narly 
three years instead of being removed from service on a month's notice 
or pay in lieu of that. 

The representative of the Ministry stated that the officer could 
have been discharged from service on a month's notice. But unfor- 
tunately that was not done as the Superintending Engineer, although 
not competent under the rules, had drawn up proceedings against the 
officer. And once the proceedings had been drawn up, the legality of 
discharging an officrr from service, temporary though he was on a 
month's notice, became questionable. As regards delay in taking 
action in the matter, he stated that the case involved consultations 
between the NEFA Administration, the Governor of h m .  and the 
Ministries of External Affairs, Law and Home Affairs and this took 
time. 0 

302. When asked how the Superintending Engineer was not aware 
that under the rules he was not competent to draw up proceedings 
against the officer, the witness stated that it was a mistake on his 
part. Being the immediate superior officer concerned the 
Superintending Engineer thought that he was within his rights to 
draw up the proceedings. With a view to clarifying the position the 
Ministry of Finance had recentlv re-circulated among the officers 
the Classification, Control and Appeal Rules. 

303. The Committee next enquired the reasons for not accepting 
the resignation of the oftlcer. The witness stated that during the 
period of departmental proceedings resignations were normally not 
accepted; otherwise ofllcers would escape the departmental action. 

304. To a question why the Government did not stop subsirtence 
ellawance to the ofacer when it came to their notice that he had got 
a job under another State Government. the witness stated that it 
was not donr? on the advice of the Ministrv of Home M n i c r r .  They 
had felt that any order in this regard should issue after all the fer- 
malities kcludinp the ndvice ~f the U.P.S.C. had been taken Into 
consideration as required under the Fundamental Rules. 



Avoidable expmditztre on rent of residential accommodation-Defec- 
tive planning, Para 25, pages 23-24. 

305. Two houses with similar accommodation, had been leased, on 
a monthly rental of Rs. 408 each, by a Mission abroad in April, 1956. 
One was surrendered on 1st November, 1956 and the other on 1st 
August, 1957. During the entire period of tenancy, one or the other 
of the two residences remained vacant except for two brief periods 
of 12 days and 25 days respectively. The unnecessary expenditure 
on account of the two houses was Rs. 6,120. 

306. According to the Audit Report, the lease of another house 
occupied by an officer of the Mission, the rent of which was Rs. 607 
per month, expired on 30th September, 1956. Instead of allotting the 
vacant house mentioned in the above sub-para, which provided accom- 
modation suitable to the entitlement of that officer, the Mission 
obtained the sanction of Government for the renewal of the constlier 
accommodation for the officer, though Government had obsemed 
that a cheaper house should be obtained for him. 

307. It  was explained to the Committee that due to shortage of 
houses and high cost of living in a hntel, one residence was retained 
for an ofRcial whose departure was delayed due firstly, to passage 
difficulty and later on due to his examination. the date of which had 
been postponed. 

308. When asked about the house which was acquired within 12 
days of the arrival of the ofRcer, the witness stated that that house 
was made available by the foreign Government at a cheaper rent. 

309. Next, the Committee enquired the circumstances under which 
renewal of the lease of the fourth house was obtained by the Mission 
when a vacant house with less rent had already been available with 
them. The witness stated thqt, that house was not suitable for the 
officer who had representational duties. 

Appropriation Accounts (Civil), 1956-57, Volume VI- 
Grant No. 23-External Affairs 

Infructuow expenditure, Note 9, Page 27. 

310. About 1,000 copies of a Quarterly Review in Russian lan- 
guage published by an Indian Mission at Moscow in April, 1955, and 
March, 1956, had to be scrapwed due to defective translation and 
printing. The expenditure of Rs. 5,258 incurred on the printing of 
the two issues thus proved to be nugatory. 

811. Asked about the circumstancm of the case. the wltntlre rtated 
that 88 printing charges in Moscow were heavy, Government thought 



it prudent to economise in expenditure by printing the material at  
Rome at a cheaper rate as they had done on another occasion. But 
unfortunately mistakes in printing and translation crept in. 

312. When asked about the repetition of the mistakes in the 
second issue, the witness stated that the Mission should not have 
taken the risk of printing at Rome on the second occasion. The 
only redeeming feature was that the Mission hoped that the mis- 
takes would not be repeated as a Professor of Russian at the Uni- 
versity of Rome had been engaged in the work of translation. But 
unfortunately that arrangement did not prove satisfactory. 
Loss in sale of stajJ car, Note 12, page 27. 

313. In November, 1955, the Government sanctioned the sale of 
a 4 year-old staff car of 'a Mission and its replacement by a new 
one which was purchased in April, 1956. 

The workshop in which the old car had been undergoing re- 
pairs at the time offered, in December, 1955 to buy the car for the 
equivalent of Rs. 2,995 less Rs. 1,120, being the cost of repairs already 
done up to that date. The offer was rejected as it was not consi- 
dered sufficiently attractive. A further sum of Rs. 1,200 was spent 
on repairs upto the 27th March, 1956, the date on which old car 
was received back from the workshop. After advertising in the 
papers, the car was ultimately sold for Rs. 1,225 to an officer of 
the Mission in April, 1957. There was thus a loss of Rs. 1,850 owing 
to the rejection of the offer of December, 1955. 

314. The Committee enquired the reason for incurring an ex- 
penditure of Rs. 2,320 on the repairs of the car which had to be 
disposed of just for Rs. 1,225. The witness admitted that it was a 
case of throwing good money after bad money. The car should 
have been sold without any expenditure on its repairs, at whatever 
price it fetched. It was an error of judgment. Unfortunately just 
at that time the duty on petrol was enhanced by the foreign Gov- 
ernment. This brought down the price of car. 

315. To a question whether it was advisable to sell the car to 
an official of the Mission, the witness replied in the negative. He, 
however, added that in the present case there was no better offer 
for the car. 

Appropriation Accounts (Civil), 1957-58-Grant No. k, 
External Affairs 

Waive7 of tecouety, Note 8 ( v i ) ,  Page 45. 
316. A contract omcer, posted to an Indian Mission abroad i~ 

March, 1060, had been sanctioned Foreign Allowance, at the rate of 



Rs. 400 P.M. ae for married of%cem instead of Rg. 300 per month, 
admissible to htm as a bachelor. The mistake had come to light 
in April, 1964, by which time a sum of Rs. 4,910 had already been 
ovezqx&i. Government ordered in December, 1955, the waiver of 
a sum of Rs. 3,716 and the recovery of the balance of Rs. 1,200 in 
easy instalments. The Axation of responsibility for the over-pay- 
ment was engaging the attention of Government. 

317. Asked about the latest position in fixing the responsibility 
for the over-payment, the witness stated that three oflcers had 
been admonished while the fourth was being asked to give his ex- 
planation. To a question whether the officer concerned had been 
giving certificates every month that he was married as required 
under the rules, the witness stmted that the order itself was defec- 
tive as it did not indicate the different rates for the married and 
unmarried oftlcers. 
Prenuxture eqenditure on the proposed construction of a residence 

for the Head of a Mission, Note 9, Page 46. 
318. An Indian Mission abroad had acquired on lease in January, 

1950 a plot of land measuring about two acres, from Kenya Gov- 
ernment for the construction of a house for the Head of the Mission. 
In March, 1954, when the bills of quantities (i .e.  detailed estimates) 
for the house were under preparation, the architects were asked not 
to proceed with invitation of tenders as the Mission proposed 
(November, 1954) to construct the house on a different site for 
various reasons. Government, however, desired (January, 1955) 
that the house should be built as originally planned and the bills 
of quantities were, therefore, sent to Government for approval in 
June, 1955. In September, 1956 the proposal for constructing the 
house elsewhere or alternatively, for buying a house was re-opened 
by the Mission but was not accepted by the Government. In 
November, 1957, the Head of the Mission reiterated the previous 
objections to building the house in that locality, as it had become 
rather crowded and dimcult of access. That objection was not 
accepted by Government. 

Government had stated (March, 1959) that despite the objec- 
tions, they would like to go ahead with the construction, but for 
the difficulties of foreign exchange. The fees paid to the archi- 
tects and the quantity sunteyors for dealing with the proposed cons- 
truction amounted to Rs. 29,667. The expenditure, including ground ' 

rent upto 1957-58, incurred on the acquisition of the land was 
Rs. 28,560. 

319. In extenuation, the witness stated that the land was obtain- 
from the Kenya Government at a very cheap rate in the belief 



that a 100 ft. road would be constructed by the Nairobi City Coun- 
cil in the nem future in front of that area. Conaequentl$r the sur- 
vey work was undertaken. But later on the City Council d r o p  
ped the idea of constructing the road as a measure of economy. 
Meanwhile the place had lost its attractiveness as a large number 
of small houses of the middle class had s p m g  up there. As the 
Government could earn a lot of profit if they chose to sell the land, 
the expenditure of Hs. 28,560 on survey and plans was not infruc- 
tuous. It  was just in the nature of maintenance charges. The 
Ministry, however, intended to utilise the land for building quarters 
for the staff. 
Irregular drawal of Exchange Compensatioii Allowance, Note 10, 

Page 46. 
320. In an Indian Mission abroad the officers and stafl, including 

the Head of the Mission, had been disbursed during August, 1950 
to October, 1956, their emoluments (less P.F., etc. deductions) in 
rupees, instead of in local currency. They had also drawn Ex- 
change Compensation Allowance thereon though such an allow- 
ance was admissible only on the emoluments drawn in local cur- 
rency. The amount of exchange Compensation Allowance thus irre- 
gularly drawn amounted to Rs. 1,27,760 including Rs. 43,328 drawn 
by the Head of the Mission. 

321. The Comptroller & Auditor General stated that the matter 
was examined on the basis of a letter from the Ministry to Audit 
and it was merely a case of technical irregularity. 

Appropriation Accozcnts (Civil), 1956-57, VoI. VI Grant No. 22-Tribal 
Areas. 

322. Out of the final provision of Rs. 6,66,08,000 under this grant, 
there was a saving of Rs. 1,96,94,767, viz., 30 per cent. 

323. The witness stated that there had been a considerahle im- 
provement in budgeting in 1958-59. But certain difficulties still 
remained to be removed. The non-receipt of debits from Ministrg 
of Defence who did the work was their particular difEculty. To the 
question how that difficulty was proposed to be removed the wit- 
ness stated that one solution would be to ask the Defence Ministry 
not to raise the debits until the work was completed in the current 
year and the funds would be provided for in the next year's budget. 
The Defence Ministry were also in difficulty because neither the 
CGDA nor the DG(Supp1ies) was in a position to ascertain the 
amounts spent fairly accurately. The C. & A. G. felt that the solu- 
tion proposed by the witness would not be technically correct and 
the matter required further discussion. 



MINISTRY OF INFORMATION & BROADCASTING 
Appmpriation Accounts (Civil), 1956-57, Vo. X 

324. Out of a total provision of Rs. 3,94,87,000 under Grant No. 
132-Capital Outlay on Broadcasting there was a saving of 
Rs. 1,84,04,227, viz., 47 per cent. 

325. The Secretary of the Ministry stated that over-budgeting 
had resulted because of the various delays. In one case, design for 
the construction of the permanent studios in Calcutta could not be 
finalised. In another case, land for the erection of a transmitter in 
Calcutta was not available. The C. & A. G. intervened to say that 
there had been considerable improvement in budgeting in 1958-59. 
The percentage of savings m this Grant "Capital Outlay on Rroad- 
casting" had come down to 18.3 in 1957-58 and 7 in 1958-59. 

Appropriation Accounts (Civil), 1957-58, Vol. X Grant No. 121- 
Capital Outlay on Broadcasting 

326. The Committee noticed that as against the surrenders 
amounting to Rs. 63,94,000, there was a saving of Rs. 62,55,133 under 
this grant. 

327. The witness stated that there had been some unancticipated 
adjustments of arrears due to enhanced prices of equipment under 
the Colombo Plan. He assured the Committee that the progress of 
expenditure was being watched practically month to month. 

Grant No. 65-Broadcasting 
All India Hadio 

Financial Review by the Director General, A.I.R., Page 11 
328. The loss on the working of the service (excluding the Radio 

Publications) for the year 1956-57 excluding 'Custom Revenue' 
amounted to Rs. 1,66,67,415. 

328. The Committee wanted to know the steps taken to reduce 
the losses on the working of the A.I.R. The witness stated that be- 
sides the external services, the A.I.R. had to undertake broadcast- 
ing for universities, rural areas, plan publicity, schools, etc. It 
received no payment for this from the Ministries concerned. The 
total cost of these services was about Rs. 50 lakhs a year. The re- 
maining programmes accounted tor the rest of expenditure. In 
those programmes, the A.I.R. had constantly been making augmen- 
tations and improvements keeping in view the various linguistic 
areas. The number of transmitters had also been increased. In 
fact, the A.I.R. was equipped to cater to the needs of 10 to 20 million 
Uance holdera. But unfortunately there were only 1-6 million 
licence holders in the country at present. 



330. To a question, he stated that he did not think that reduc- 
tion in the licence fee would result in any augmentation of reve- 
nue; on the other hand there might be a fall in it because the aug- 
mentation of the nurnbe~ of sets depended more upon the availabi- 
lity of electricity, cost of radio sets, etc. Therefore, Government 
were exeprirnenting with the diffusion system. They were also 
considering measures whereby radio industry could be persuaded 
to introduoe in the market radio sets cheap enough to be within 
the reach of the public. 

331. The Committee next drew attention to the levy of separate 
licence fee for each radio set in the same name. They wanted to 
know whether that would not discourage the people in having 
more radio sets when the Government were really anxious to en- 
courage the people to possess more and more sets. 

332. The witness stated that Government wanted more persons 
to possess sets and not persons possessing more sets. Moreover, 
persons who could afford to purchase more sets hould also pay 
more licence fee. 

333. When asked what was proposed to be done to raise the 
power of weak transmitters so as to make the programme heard all  
over a state, he stated that it depended on the availability of funds. 

334. The Committee then drew attention to the constitution of 
the radio programme Advisory Committees for various stations. 
They were informed that those Committees were constituted in full 
consultation with the State Governments concerned. The Commit- 
tee desired the Ministry to consider the feasibility of tribal peoples' 
representation in the Programme Adllsory Committees in the 
States of Assam, Bihar. Orissa and Madhya Pradesh. 

MINISTRY OF COMMUNITY DEVELOPMENT 
Appropriation Accounts (Civil), 1957-58, Volume III 

Grant No. 105-Capital Outlay of the Ministry of Community 
Development 

3S5. Out of a total provision of Rs. 1,67,49,000 under this grant 
there was a saving of Rs. 1,02,06,314, vk., 60.9 per cent. 
336. It was explained to the Committee by the Secretary of the 

Ministry that the estimates proved wrong due to non-arrival oi 
equipments from U.S.A. under the T.C.M. agreements and over-errti- 
mating of their costs in the first instance on the advice of foreign 
experts. 



337. Next, the Committee had some general discuseSon about tho 
working of the Community project schemes, uiz., proportion of eprc 

pditure- on administration and development, co-ordination of the 
work of various departmental agencies, cooperation of the people8 
and their contribution in the development work. 

338. The Committee then adjourned till 14.50 hours on T~UT.P~QY, 
the 3rd December, 1959. 



PR~CEEDINGS OF THE THIRTY-SECOND SITTING OP TRE 
PUBLIC ACCOUNTS COMMTTEE HELD ON THURSDAY, THE 

3RD DECEMBER, 1959 

339. The Committee sat from 14.30 to 17.15 hours. 

PRESENT 

Shri Upendranath Barman-Chairman 

2. Shri Maneklal Maganlal Gandhi 
3. Pandit Jwala Prasad Jyotishi 
4. Shri Radha Raman 
5. Shri Rameshwar Sahu 
6. SM T. R. Neswi 
7. Shri Raghubar Dayal Misra 
8. Shri T. Sanganna 
9. Shri Yadav Narayan Jadhav 

10. Shri Shraddhakar Supakar 
11. Shri Amolakh Chand 
12. Rajkumari Arnrit Kaur 
13. Shri Rohit Manushankar Dave 
14. Shri T. R Deogirikar 
15. Shri Surendra Mohan Ghose 
16. Shri Jaswant Singh. 

Shri A. K. Chanda, Comptroller and Auditor General of Indict. 
Shri A. Kalayanaraman, Deputy Comptroller & Auditcw 

General of India. 
Shri P. V. R. Rao, Director of Audit, F.R.S.C.S. Q M, 

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

Shri V. Subramanian-Ppputy Semetrry. 
Shri Y. P. Passi-Under Secretary. 



WmNxsSEs 
Ministry of Rehabilitath 

Shri Dharma Vira, Secretary. 
Shri I. N. Chib, Deputy Chief Settlement Commissioner. 

Ministry of Finance (Department of Expenditure) 
Shri M. S. Bhatnagar, Financial Adviser. 

Ministry of Finance (Department of Economic Aflairs) 
Shri M. V. Rangachari, Special Secretayl. 
Shri K. P. Mathurani, Additional Secretary. 
Shri A. G. Krishnan, Under Secretary. 

Rehabilitation Finance Administration 
Shri R. N. Hazari, Chief Administrator. 

MINISTRY OF REHABILITATION 
lnegular withdrawal of funds to avoid lapse of grant-para 34 of 

Audit Report, 1958, pages 3435. 

340. In December, 1956, a sum of Rs. 2.70 lakhs was sanctioned 
for payment during 1956-57 to a State Government for giving small 
loans to displaced persons having no compensation claims and living 
in urban areas. The amount was to be drawn as and when required 
for immediate payments. No money was, however, drawn by the 
State Government upto 21st March, 1957. A Directorate of the C e n t  
ral Government which had in the meanwhile taken over the work 
from the State Government, was authorised on 21st March, 1957 to 
draw the full amount for disbursement upto 30th April, 1957 subject 
to refund of the unspent balance, if any, on that date. The amount 
was drawn on 31st March, 1957 with a view obviously to avoiding 
lapse of the grant. A sum of Rs. 2,14,900 was spent during April, 
1957 but the balance of Rs. 55,100 was not refunded to Government. 
On 8th May, 1957, Government issued a sanction allowing the Direc- 
torate to utilize the balance upto 15th Mciy, 1957. A sum of Rs. 45,600 
was disbursed upto that date and two sums, viz., Rs. 4,000 and 
Rs. 5,500 comprising the balance were credited to Government on 
18th June, 1957 and 7th September, 1957 respectively. 

341. Explaining the reasons for the non-utilisation of the funds 
during the year, 1956-57, the representative of the Ministry stated 
that this work was taken over by the Ministry from the State Gov- 
ernment on the 1st February, 1957. As a large number of appU- 
catlons were pending for examination, the money could not be dl* 
burwd before the close of the flnancial year. 



542. In reply to a question as to why the Directorate was authoris- 
ed to draw the full amount of Rs. 2.70 lakhs on the last day of the 
financial year in contravention of the financial rules when it could 
not be disbursed during the financial year, the representative of the 
Ministry stated, in extenuation, that as the sanction for the next year 
would have taken a number of months, the Directorate was allowed 
to draw and retain the amount with the concurrence of the Ministry 
of Finance to avoid the delay in the payment to the displaced 
persons. 

343. The Committee enquired why the Ministry of Finance con- 
curred in this proposal when it was not in accordance with the rules 
and regulations and when it was always open for them to include 
tiecessary provisions in the Vote on Account or to draw upon the 
Contingency Fund in case of urgent need. The representative of the 
Ministry of Finance could not give any satisfactory reply. 

344. The Committee wanted to know where this large sum of 
money was kept during this interval. The representative of the 
Ministry promised to furnish thc information later as it was not 
readily available with him. 

irregular withdrawal of funds to amid lapse of grant-para 34(b) of 
Audit Report, 1958, page 35. 

345. A sum of Rs. 17,500 was sanctioned by Government to another 
State Government during 1954-55 for the purpose of grant of small 
urban loans to displaced persons settled there. Although the amount 
was to be utilised by 31st March. 1955 and the unspent balance re- 
funded to Government, the whole an-lount remained unutilised during 
1954-55 and 1955-56. It was in 1956-57 that a sum of Rs. 1,000 only 
was spent, and Rs. 13,000 was refunded to Government, leaving a 
balance of Rs. 3,500 for utilisation during 1957-58. 

346. In reply to a question as to why the amount was not sur- 
rendered by the State Government the representative of the Ministry 
stated that though the State Government were asked on the 14th 
April, 1956 to surrender the unspent balance, no reply was received 
from them. In May, 1957, however, the State Govemment, 
while refunding a sum of Rs. 13.000. requested the Ministry 
for retention of the balance of Rs. 3,500 for utilisation dur- 
ing 1957-58 as the amount was small and had been earmarked by 
them for payment to a particular displaced person who could not 
furnish proper security before the close of the financial gear. The 
Ministry of Finance had also concurred in this. The Committee, 
were, however, informed that this amount had not pet been utiltsed 
by the State Government and the Ministry had asked the State Gov- 
ernment to surrender the sum. The Committee were also informed 



that interest on the unspent balance had been charged from the 
State Government from 1st April, 1955. 

Farickbad Development Board-Loss in the working of the Institute 
-Para 35 of Audit Report, 1958, pp. 35-37. 

347. The Faridabad Development Board advanced a sum of Rs. 
24 lakhs to an 'Indian Co-operative Union' formed to organise Small 
Scale Industries, as loan during the period 1949 to 1952. It opened 
a Training Centre also. The Training Centre with its assets of 
Rs. 94,930 was taken over in March, 1950 by the Board and renamed 
a Technical Institute. Subsequently from 1st October, 1852 it was 
treated as a Commercial Department. 

The factories started by the Union were also closed down in Feb- 
ruary, 1953 and were taken over by the Board. They were run for 
a time as 'Co-opprative Industries' but were later merged with the 
Technical Institute in July, 1954. As the Institute was running at 
a heavy loss, the Textile and the other units were disposed of in 
January, 1955 and October. 1956 respectively. The final accounts 
of the Technical Institute showed a total loss of Rs. 26: lakhs as 
on 28th February, 1959. 

348. According to Audit, the major reasons which contributed to 
th_e losses were that the factories were taken over in March, 1%3 
from the Ca-operative Union without detailed examination and the 
assets, raw materials, finished products and the waste and bv products 
were transferred at the book value without proper assessment of 
their condition, market value and future use. As an instance, the 
Committee were informed that of the timber valued at Rs. 54,902. 
timber worth Rs. 27,000 being scraw wood, was taken over bv the 
Board at the rate of Rs. 13 per maund while the market rate was 
Rs. 2181- per maund. (The timber was stated to have been eatrn 
away by white ants resulting in a loss of Rs. 40,008 on the disposal 
of the affected timber). Lack of proper development prograrnmcl and 
delay in the disposal of the idle assets also resulted in the dcterio- 
ration of the assets. Neither proper accounts were maintnined in 
the case of many factories, nor effective control exercised over 

r -...r-C . . r r  

them. 
519. explain in^ the reasons for the non-maintenance of the 

accounts, the representative of the Ministm stated that till 1953. 
when the Board took over the factories, the accounts were in a 
drrsotlc condition and were being kept in a single account far all 
the units. The Board had, therefore, to reconstruct all tbr r t  
=aunts for various units separately which took same tlmo, 



350. In reply to a question whether while gunting the loem to 
the Co-operative Union, the Ministry ensured that the loan wes uti- 
lised for the purpose for which it was granted and whether any 
8ecUrity was taken for the loan advanced, the representative of the 
Ministry stated in extenuation that the members af the Cwpera- 
tive Union were eminent persons having experience of work in the 
social fleld. However, there was no representative of the Govern- 
ment on the Co-operative Union. No security was also taken from 
the Union for the loan advanced by the Government. 

361. In reply to another question, the Committee were informed 
that no enquiry was held for ascertaining the reasons for the heavy 
losses suffered by the Co-operative Union. However, it was stated 
in extenuation, that the reconstructed accounts did not disclose any 
defalcation though, it was admitted, that there had been considera- 
ble mismanagement in the Union. 
Losses in the working of the Diesel Engine Factory, Pages 37-38 of 

Audit Report, 1958. 

352. The Faridabad Development Board had secured about 257 
machine tools out of the Germen Reparation stocks which included 
almost all the equipment for a factory for the manufacture of com- 
plete diesel engines. A scheme for the manufacture of "Deutz" type 
of endnes had to be given up after incurring certain unproductive 
expenditure because the foreign firm who were to participate in the 
implementation of the scheme refused to do so at a later stage as 
their Indian associate had dropped out. Later a scheme for the 
manufacture of "Herford" Diesel engines was approved in July, 
1953 for the manufacture of 600 engines per pear at a total estimated 
cost of Rs. 16.42 lakhs. The cost of each engine was estimated at 
Rs. 1900 and it was expected to be sold at a profit of Rs. 500 per 
unit. 

The working results of the Factory up to 22nd Map. 1955 (when 
it was sold to a private partv) showed a loss of Rs. 6.69 lakhs (in- 
cluding unproductive expenditure on the scheme for manufacture 
of 'Deutz' type of engines and interest on capital at 4Wr of &. 1.43 
lakhs). The net loss was reduced to *. 4.14 lakhs after adjust- 
ment of the sale proceeds. 

353. Explaining the reasons for the loss suffered bv the factory, 
the repmentative of the Ministn stated that althouh the capital 
assets af the factory had Men sold at a profit of Rs. 2.55 lqkhs. the 
loss on the working of the factow amounted to Rs. 6.69 Iakhs show- 
ing a net loss of about Rs. 4.14 lakhs in the whole transaction. The 
1- in the working of the f~ctory was attributed mainly to the tack 
of trained workers resulting in lower output than antkipated, 



854. In reply to a question the Committee were informed that 
the private firm to whom the machines had been eold were manu- 
facturing another type of engine in collaboration with some Ger- 
man firm and it expected tio make profits from next year. 
Sindhu Resettlement Corporation Limitebhcmges in terms relat- 

ing to repayment of loans and Unauthorised utilisation of G w  
ernment of India loans-para 52 of Audit Report, 1958 pages 57 
58. 

355. The Central Government advanced loans amounting in all 
to Rs. 1-10 crores in instalments beginning from May, 1949 to the 
Sindhu Resettlement Corporation for constructing 4,000 houses in the 
Gandhidham Township in Kutch for displaced persons from Sind. 
A further loan of Rs. 10 lakhs was given to the Company in Septem- 
ber, 1951 for the construction of 160 two-roomed twin-cottage type 
houses. Originally these loans were met from the Consolidated Fund 
but subsequently it was decided to treat them as advances from the 
Compensation Pool for Displaced Persons. The terms of repayment 
of these loans were changed from time to time. Some of the build- 
ings had been charged to the accounts of the first loan by the Cor- 
poration although they were not covered by the conditions of the 
first loan. 

356. Giving the latest position regarding the repayment of loan 
by the Corporation, the representative of the Ministry stated that 
out of Rs. 145 lakhs in all (Rs. 120 lakhs as loan and Rs. 25 lakhs 
as interest thereon) payable by the Corporation a sum of Rs. 8'97 
lakhs had been received in cash from the Corporation and a sum 
of Rs. 1,18 lakhs by adjustment of compensation claims. A further 
sum of about Rs. 13-14 lakhs was expected to be adjusted out of 
the claims in hand. The balance of about Rs. 4-5 lams only was 
also expected to be realised. 

357. Explaining the reasons for the unauthorised utilisation ol 
the loans by the Corporation, the representative of the Ministry 
stated that the Corporation had utilised some funds to improve 111. 
condition of some of its properties to increase their market value 
and had constructed a few other buildings for the purpose of sale. 
The sale of all the properties in turn enabled the Corporation to 
repay the loan to the Government and, therefore, the Ministry 
ignored this irregularitv in the u!ilisation of the loans on the part 
of the Corporation. 
Outstanding awears of rent in respect of evacuee propertiss--para 

52 of Audit Report, 1959-Page 30. 
358. The management, collection of rent and accounting thereof 

ctc. of the evacuee properties were entrusted to custdaacr rppdntod 



under the Administration of Evacuee Property Act, 1950. The Act 
provided that any sums due as r ~ n t  etc. to Government could & 
recovered as arrears of land revenue. Most of these properties 
were later on acquired by the Central Govenuncnt under the Dis- 
placed Persons (Compensation and Rehabilitation) Act, 1954 and the 
Rules made thereunder, for the purpose of "compensation paol" and 
the remaining properties were still in the process of acquisition 

The accounts of these properties as on 31st March, 1958 showed 
that arrears of rent amounting tc about Rs. 561.38 lakhs were due 
for recovery from the various categories of occupants (incluing 
Government Departments and Government Servants). 

359. The representative of the Ministry explained tbe reasons 
for the arrears of rent under various categories. As regards arrears 
of rent from displaced persons amounting to Rs. 293.82 lakhs on 
31st March, 1958 he stated that the amount was somewhat unreal 
because according to the decision taken by Government any dis- 
placed person who was in possession of any $lotable property below 
Rs. 10,000 in value was entitled to buy that property against his 
claims if he was a claimant and on payment in suitable instalments 
if he was a non-claimant. Moreover, no rent would be recoverable 
from the purchasers of these properties from 1st October, 1955 and, 
therefore, the arrears of rent from that date onwards will have to 
be written off after final adjustment of these properties in most of 
the cases as a majority of the displaced persons-both claimants 
and nonclaimants had expressed their desire to purchase these pro- 
perties. 

360. As regards arrears of rent from non-displaced persons it 
was stated that even though the non-displaced persons of certain 
categories had also been allowed to purchase such properties of the 
value of less than Rs. 10,000 on instalments, most of these people 
being very poor were unable to purchase such properties. It was 
also stated that some of the arrears of rent outstanding against such 
persons might have to be written off. 

361. Explaining next the difficulty in recovering arrears of rent 
due from Government servants, the witness sWed that such arrears 
could not be recovered at source from their salary bills. It was 
also not considered desirable so far to adopt the extreme remedies 
of recovery of rent as arrears of land revenue or arrest in the case 
of wilful default. Ins'ructions had now, however, been issued by 
the Ministry to resort to such measures to recover the arrears of 
rent. The arrears of rent due from Government Departments were 
also expected to be realised. 
2012 (Aii) LS--11 



362. In reply to a question the Committee were informed that 
arrears of rent from untraceable occupants amounting to Rs. 78.24 
lakhs on 31st March, 1958 might also have to be written off. 

Overpayment of conpensation to a Displaced Family-para 33 of 
Audit Report, 1959--pages 30-31. 

363. Rule 19 of the Displaced Persons (Compensation and Rehabi- 
litation) Rules, 1955 as amended on 4th September 1956, provided 
that the heirs of a deceased head of an undivided Hindu family were 
to be treated as a one-member family for the payment of compen- 
sation. (They were treated as individual members of a joint family 
and could secure compensation at a higher scale before the amend- 
ment). 

During the test audit of the compensation payments made in 
1957-58, i t  was noticed by Audit that one of the six heirs of the head 
of an undivided Hindu family who died in 1948, was paid compensa- 
tion in September, 1958 on the basis of higher scale admissible under 
the rule as it stood prior to the amendment of the 4th September, 
1956. This resulted in an extra payment of about Rs. 12,000 to the 
claimant. The cases of the remaining five heirs had not been finaliscd 
till June, 1959. 

364. Explaining the reasons for the payment of compensdion ac- 
cording to the old rule, the representative of the Ministry stated that 
as this case h::d been finalised before the amended rule came into 
force, the payment had to be made according to the old rule and the 
Ministry of Law also agreed to this. I t  was, however, brought to 
tho qotice of the Committee, that in a similar case where the amount 
of construction loan was calculated under the unamended rule, it 
was held by the Chief Settlement Commissioner that if more com- 
pensation became payable after the rule was amended, the final pay- 
ment should be worked out according to the amended rule even 
though loan might have been advanced earlier. The Committee 
wanted to know the reasons for this disparity. The representative 
of the Ministry who was not aware of the other case pointed out, 
promised to look into it. He agreed with the Committee that there 
should be consistency in the application of the rule. 

Sak  of Stone ballast without calling tender4ppropl.icrtion 
Accounts 1957-5tLVol. XIV, page 9, Note 5. 

365. To provide employment to persons living in a township built 
for Displaced Persons, Government arranged to continue from 
1951-52 the work of quarrying and breaking of stone ballast, the 
ballast costing Rs. 17 on an average per 100 dt. 



In January, 1954, a private firm offered to purchase the accurnu- 
iated stocks (estimated at about 18 lakhs cft.) at Rs. 7/81 per 100 
dt. The offer to purchase the ballast was accepted in March, 1954 
(without ascertaining competitive rates) even though the ballast 
was being sold by the Township Board itself to private parties 
at Rs. 12 per 100 cft. in small lots. 

366. Explaining the reasons for selling the ballast at a low rate 
of Rs. 7181- per 100 cft. the representative of the Ministry stated 
that the market price of Rs. 12 per 100 cft. was only for small lots 
whereas the sale to this particular firm was in bulk for the entire 
quantity of stone ballast. No explanation was, however, forthcom- 
ing for not calling tenders in this case. 

REHABILITATION FINANCE ADMINISTRATION 

General Financial Review-para 49 of Audit Report, 1958, pages 
49--52. 
367. The total amount of debit balances against the loanees on 

account of principal and of interest upto 31st December, 1958 were 
Rs. 7,43.76 lakhs and Rs. 1,31a25 lakhs respectively which included 
Rs. 4,03.24 lakhs and Rs. 1,12.06 lakhs on account of overdue instal- 
ments of principal and interest respectively. 

368. Giving the latest position regardi~lg the: recovery of these loans, 
the representative of the Rehabilitation Finance Administration 
stated that as on 31st October, 1959, the total amount outstanding 
against the loanees on account of principal and interest was 
Rs. 6,63 lakhs and Rs. 1,19 lakhs respectively. The total provision 
for bad and doubtful debts upto 31st December, 1958 was Rs. 92.58 
lakhs. However, only Rs. 584 had been written off to the end of 
June, 1959. It was further stated that the provision for bad and 
doubtful debts varied with the change in the value of the securities 
and guarantees offered against loans. 

369. Explaining the reasons for the increase in the overdue 
amounts of both principal and interest, the representative of the 
Administration stated that in the case of displaced persons from 
West Pakistan. necessary credits had not yet been passed on out of 
their compensation claims bv the Ministry of Rehabilitation. In 
the case of loanees from the Eastern Region, some of the cases had 
been referred to the Collectors for recovery and we= pending with 
them. 

370. In reply to a auestion the Committee were informed that 
the grant of the loans to displaced persons had been almost stopped 
except in the case of loans to East Pakistan refugees, who were 

II 



being granted loans to the order of Rs. 20 lakhs a year. The main 
function of the Administration a t  present was the recovery of out- 
standing loans. 

Inadequate scrutinp of Essential Documents-pa~a 49 of Audit 
Report-Pages 5 0 4 2 .  

371. The Administration sanctioned a loan of Rs. 35,000 on 18th 
May, 1949 to a partnership concern for the manufacture of handloom 
sarees. A further loan of Rs. 12,000 was sanctioned on 26th/27th 
February, 1954 out of which Rs. 11,709 were disbursed in instal- 
ments prior to 21st January, 1957, despite the adverse report from 
the Secietary, Commerce and Industries Department, West Bengal 
Government and even when the concern had committed many 
irregularities with regard to the first loan viz. spending the loan 
for personal maintenance, non-maintenance of proper accounta and 
the absence of trade licence or the yarn quota for power looms. etc. 
A sum of Rs. 53,804 including Rs. 7,751 as interest was outstanding 
against this concern on the 31st October, 1958. The borrower had 
agreed to clear up the outstanding interest by making payments at  
the rate of Rs. 1,000 per month from August, 1958 and thereafter to 
repay the loan in instalments of Rs. 500 per month 

372. Giving the latest position regarding the recovery of the 
loan, the representative of the Administration stated that amount 
due for interest would be cleared by the end of the current month. 
The Administration had also made temporary arrangements with 
the concern for the payment of Rs. 500 per month for 6 months 
towards payment of principal. It was also stated that as this colrcern 
had employed about 200 displaced persons from East Pakistan, the 
Administration did not want to take coercive measures. 

373. The Chairman also brought to the notice of the Secretary of 
the Ministry of Finance the undue delay (about 9 months) in the 
submission of notes on points on which the Committee desired in 
January, 1959 to be furnished with further information and pointed 
out that such delays in the submission of the notes rendered the 
work of the Committee difficult and did not help them in coming to 
correct conclusions in each case. The Secretary of the Ministry 
regretted for the delay and stated that the Ministry had taken note 
of the suggestion of the Committee for the future. 

374. The Committee then adjourned till 9.30 hours on Frida~l, the 
4th Decembm, 1959. 
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MINISTRY OF FINANCE (DEPARTMENT OF REVENUE) 
Audit Report (Civil), 1958-Part-I 

Evasion of Leave Rules, Para 18, Page 17 
376. The normal rules of Government limit the leave on average 

pay in India admissible to Government servant to 4 months at a time 
(without medical certificate) and to 8 months at a time (with medical 
certificate) and the rules contemplate that before another period of 
leave on average pay could be availed of by a Government servant, 
he should have put in a reasonable period of duty. 

A Preventive Inspector of the Customs Department was granted 
leave as follows: - 

Months 
Lewe on average p ~ y  8-3-55- to 7-7-55 4 
Leave on acrer,'gc pry on Medical certificate 8-7-55 to 7-1 1-55 4 
Leave on h4f averag: ply 8-11-55 to 7-1-56 2 

(Duty on 8 to 10-1-56-3 days) 
have on avcr .gc p i y 11-1-56 to 10-5-56 4 
Leave on average p ~y on Medical certifkate 11-5-56 to 10-9-56 4 

Duty on 11-9-56-one day only) 
Lave on awr:rpc ~ 3 3  I%+-56 to 11-1-57 4 



The additional spells of leave on average pay were given after a 
duty of only one to three days thus violating the spirit of the rules. 

The authority sanctioning the leave had discretion to refuse fur- 
ther leave on average pay after short spells of duty. By not exer- 
cising such discretion reasonably, it had actually allowed the 
Inspector to enjoy leave on full average pay for a total period of 20 
months, within a period of about 22 months and 4 days. This in- 
fringement of the spirit of the rules had resulted in an overpayment 
of Rs. 2,890, in leave salary, to the Inspector. 

377. It was explained to the Committee by the Secretary of the 
Ministry that leave on average pay from 11th January to 10th May, 
1956, was not applied for on the basis of a medical certificate. It 
could have been refused and as such he would not seek to justify 
grant of this leave. The Inspector was suffering from paralysis and 
although he produced a fitness certificate before joining duty on the 
8th. there was a relapse and so a compassionate view was taken. To a 
question the witness stated that the Inspector had retired from ser- 
vice and Government had issued instructions to prevent abuse of the 
leave rules. 

Guarantees given by the Central Government, Para 56, Pages 76-77. 

378. Article 292 of the Constitution extends the executive p w e r  
of the Union to borrow upon the security of the Consolidated Fund 
of India and to give guarantees, both within such limits, if any, as 
may be fixed by Parliament by law. Parliament has not yet enacted 
any law in this connection. Nor is there any convention for obtaining 
the approval of Parliament to the guarantees given. The total amount 
covered by the guarantees given by the Government (excluding com- 
mitments for dividends and interest) came to Rs. 1,61,14,02,198 of 
which Rs. 90,71,70,200 related to guarantees on behalf of private indus- 
trial units. As these guarantees constituted a contingent liability on 
the revenues of India, it was desirable, if not necessary, to keep Par- 
liament informed of the nature and amount of the guarantees given. 

379. The Committee were informed by the Secretary of the Minis- 
try that the Government were agreeable to this suggestion and the 
Ministry of Finance would place the requisite information before 
Parliament in a consolidated statement covering all such guarantees 
given in a particular year. 

Outstanding demands of income-tax revenue. Para 57, Pages 78-79. 

380. According to Audit, outstanding m a r s  of income tax on 
1-4-50 btood at Rs. 293.71 cram against Rs. 287.32 crores on 1-4-lw. 



381. The Committee enquired about the reasons for these o u t  
standings. The witness stated that these outstandings did not give 
a correct picture of the effective arrears. For instance, about Rs. 8 
crores were due from persons who had left India and had no assets 
behind. Similarly, there was a sum of Rs. 10 crores which if col- 
lected now, will have to be returned subsequently as double income 
tax relief. Another sum of about Rs. 6 crores was irrecoverable from 
companies which had gone into liquidation. Further, out of the 
amounts against certificates issued by the Collectors, about Rs. 27 
mres were irrecoverable as the assessees had died without leaving 
any assets. Another sum of Rs. 30 crores was under appeal which 
might bring down the effective amounts to Rs. 15 crores only. 

382. The Committee expressed concern over the magnitude of 
arrears of income tax. They desired to know whether Government 
were satisfied with the progress of collection. The witness stated 
that the position in this regard was not satisfactory as Government 
faced many difficulties. A large number of writ petitions, alienation 
of their assets by the assessees and dependence on Collectors in 
States for collecting arrears of Income Tax who generally accorded 
priority to collection of State revenues were some of the chief dim- 
cultiea 

383. Explaining the steps Government intended to take to  s p e d  
up collection, the witness stated that Government had an idea of 
having a Central Revenue Recovery Act to empower Income Tax 
OfBcers themselves to collect the arrears. But with the present staff 
they would not be able to take up that work. The Government were, 
therefore, trying to meet the situation by taking up the matter with 
State Governments and also getting special Collectors appointed for 
the job. Efforts were also being made to settle many of the cases 
out d court @ order to avoid waste of time and money. 

384. The Secretary of the Ministry stated that there were pending 
before the various courts in the country 619 writ petitions, which pro- 
vision was a new feature in the Constitution. The Committee en- 
quired whether conferment of more powers on the Income Tax 
Department would help in the work of collection of arrears. The 
Secretary observed that personally he would not advocate that the 
Income Tax Officers should be given any drastic powers. 

385. Next, the Committee enquired whether Government had an 
effective machinery to ensure that all the taxable persons were 
assesd for the purpose of income tax. The witness stated that the 
cases of the old assessees were taken up every year. About the new 
amesees, Government looked into the accounts of various transactlow 



that m e  their way. The Income Tax Act also required any pay- 
ment of interest on securities of over Rs. 400 to be reported to the 
Income Tax OfBcers. Further, under the Companies Act, the com- 
panies were under the obligation to deduct income tax on the divi- 
dends disbursed to the shareholders. Besides, the survey staff of the 
Department conducted door to door inquiries about the residents and 
their incomes. Asked about the tax evasion he stated that it might 
be about Rs. 30 crores in a year. 

DEPARTMENT OF EXPENDITURE 
Clearance of outstanding objections, Para 59, Pages 80-81. 

386. The total number of objections relating to the period upto 
31d March, 1957, outstanding in the books of the Audit m c e s  and 
their money value had been 1,33,483 and Rs. 78,87,10,150 respectively. 
Some of these dated back to 1945-46 and included the want of estf- 
mates/sanctions, excess over estimates, want of detailed bills, vouch- 
ers (including stamped receipts), want of recovery or write off, non- 
finalisation of rates, etc. The clearance of these appeared to have 
been delayed without adequate reasons or justification. Further delay 
In their settlement was likely to lead inter alia to the continuance 
of the same type of irregularities. 

387. The Committee noticed that the total number of objections 
upto 3l& March, 1956 outstanding in the books of Audit Ofllces was 
95,997; their money value being Rs. 57,76,90,086. The Secretary of 
the Department stated that in order to improve the situation, besides 
the general instructions to the Ministries to pay special attention to 
the audit objections, a new procedure had been devised in consulta- 
tion with Audit. According to it the concerned Accountants General 
would send to the Financial Advisers in the Ministry of Finance, half- 
yearly, a list of outstanding audit objections. These Financial Advis- 
ers would hold meetings with their counterparts in the administrative 
Ministries to speed up their settlement. He hoped that the new pro- 
cedure would bring about an improvement in the situation. 

DEPARTMENT OF REVENUE 
Audit Report (Civil), 1958-Part-I 

Abandonment of irrecoverable penalty, Para 19, Pages 17-18. 

388. A personal penalty of Rs. 2 lakhs had been imposed by a 
Customs Collector in June, 1954, on the Second Engineer of a foreign 
vessel for the attempted smuggling of 8983.94 tolas of gold valued at 
Rs. 8,22,003 from abroad. It had been stipulated that the fine should 
be paid before the vessel left the port. The Second Engineer was 
srrbqumtly prosecuted in a Court and sentenced on 31st July. I954 



to pay a h e  of Rs. 1,000. The Second Engineer had, however, been 
allowed to leave the country in September, 1954 in spite of the fact 
that the personal ,penalty imposed on him had not been paid. As the 
amount had become irrecoverable it was waived in April, 1957 by the 
Collector, under his powers. 

No action could be taken against the owners of the vessel or 
their local agents as the penalty had been imposed on the Second 
Engineer in his personal capacity; nor could the vessel be refused 
port clearance on the same ground. Provision had, however, since 
been made in the Sea Customs Act whereby a vessel constructed, 
adapted, altered or fitted for the purpose of concealing goods was 
liable to confiscation and the Master of such vessel also liable tn a 
penalty not exceeding one thousand rupees. 

389. Explaining the light punishment of a fine of Rs. 1,000 awarded 
to the Second Engineer, the Secretary of the Ministry stated that 
the man had been in jail for about 2 months. He had not concealed 
any fact. The gold had been confiscated and a personal penalty cri 
Rs. 2 lakhs imposed. Moreover, the customs authorities had no 
powers to stop the man from leaving the country. 

390. The Comptroller & Auditor General intervened to say that 
the Commissioner of Police, Calcutta before releasing the passport 
to the Second Engineer had written to the customs authorities about 
the matter. But the latter had no objection to the release of the pass- 
port and stated that they had no claims against the Engineer. Thc 
witness stated that he had no such information. 

391. The Committee next enquired about the orders under which 
the h e  of Rs. 2 lakhs had been remitted. The information being 
not available readily, the witness promised to furnish a note to the 
Committee in this behalf. Asked whether the punishment in the 
case would act as a deterrent, the witness replied in the negative 
and stated that on the advice of the Ministry of Law an appeal was 
not considered necessary as that inter alia might have reopened the 
question of confiscated gold. 

DEPARTMENT OF ECONOMIC AFFAIRS 
Extra expenditure incurred due to delay in ereation and installation 

of a silver refinery plant, para 20, Pages 18-19. 
392. On 27th June, 1956 an agreement had been entered into by 

Government with a finn in India for the erection and installatim .of 
a Silver Refinery Plant. The agreement provided for the completion 
of the work within 14 months from the date of commencement of 
wmk, i.e., by the end of November, 1957. But it was completed only 



un December, 1958 and its trial testhg was stated to be in progress 
in February, 1959. The delay in the completion of work had re- 
sulted in an extra expenditure of Rs. 4,34,827, which had not so fsr 
&en regularized. 

393. I t  was explained by the representative of the Department 
that the target date for the completion of the civil engineering works 
by the end of October, 1955 could not be adhered to due to delay 
in the procurement of steel, correspondence with the German firm 
about the changes in the lay-out, unanticipated foundation work, 
etc. The Additional Chief Engineer, C.P.W.D. stated that in spite 
of the various delays, the building of the plant had been completed 
on 31st July, 1956, he. two months before the commencement of the 
installation of the plant. I t  was, therefore, not correct to say that 
delay in the erection of plant was mainly due to the delay in the 
execution of certain civil engineering works. 

394. Explaining the position, the representative of the Ministry 
of Finance stated that the real delays were encountered in the erec- 
tion of the water tower outside the main building. While excavat- 
ing the soil, huge stone boulders were met with and the elimination 
of these had not been stipulated in the contract with the contractor. 
An explosion in the plant on the 27th December, 1958 had further 
delayed the commissioning of the plant. Now the testing in certain 
parts of the plant was complete; in other parts this work was still 
going on. But silver was being refined although the quantity refin- 
ed needed augmentation. 

395. In reply to a question, the representative of the Ministry 
stated that after all the silver had been refined, the refinery would 
be utilised for refining copper. The matter was under examination. 

Appropriation Accounts (Civil), 195158, Volume I, 
Grant No. 28-Customs 

Clearance of goods under cover of forged documents-Note 10, Page 
12. 

396. Between March and July, 1954, a firm of Clearing Agents, 
on completion of the formalities regarding noting and classification 
of the Bills of Entry and registration and pre-audit of the Import 
Licences, had not presented these bills of Entry to the Accounts and 
the Cash department for payment of duty in the Custom House. 
While the Bills of Entry (which were presented in duplicate at the 
Customs House) were in the possession of the Clearing Agents, they 
impressed on them forged duty stamps and forged the signaturer 



of the Deputy Superintendent of the Accounts department and of 
the persons authorised to sign and destroyed the original Bills of 
Entry which had to be retained in the Custom House. 

On the strength of the duplicate Bill of Entry the Clearing 
Agents cleared the goods in 18 cases from the Port Commissioners 
shed thereby defrauding the Government of Customs revenue to 
the extent of Rs. 29,938.44. Remedial measures with a view to pre- 
venting recurrence of similar frauds had been taken by the Customs 
House. Acting on the complaint lodged by the Custom House, the 
Clearing Agents were prosecuted in February, 1955 by the Police 
but discharged for want of suffcient evidence. 

397. The Committee enquired how forging of documents by an 
individual went undetected in 18 cases. The witness stated that 
according to the original procedure. such cases could not be detect- 
ed immediately. But the procedure had since been revised. Second 
and third checks had been introduced and special staff for the pur- 
pose appointed. To a question he stated that detailed investigations 
in these cases had shown no complicity of the staff. 

Grant No. 38-Miscellaneous Departments and other Expenditure 
under the Ministry of Finance 

Expenditure on Pay Commission, Group-head C.I. (7), Note 8, Page 
137. 

398. A Commission of Enquiry into the structure of the ernolu- 
ments of the Central Government employees had been set up with 
effect from 1st September, 1957. No funds had been specifically pro- 
vided to cover this expenditure in the budget. An expenditure of 
Rs. 2.17 lakhs had been incurred during 1957-58 and met by r e a p  
propriation within the grant. Audit held the view that the appoint- 
ment of the Commission constituted a "New Instrument of Service" 
and funds, therefore, should have been provided by a supplemen- 
tary token vote of Parliament. On the other hand, Government 
had expressed the view that the setting up of this Pay Commission 
was not a case of "New Service" since that was not the first Pay 
Commission set up by Government and expenditure involved was 
also not large and that it was not necessary to obtain a specific sup- 
plementary or token grant from Parliament. 

399. In evidence, the representative of the Ministry agreed with 
the view that the expenditure on the Pay Commission constituted a 
"New Instrument of Service" but was not sure whether the ex- 
penditure of about Rs. 2 lakhs was large enough to require specific 
approval of Parliament. The Secretary of the Ministry stated that 
he was in agreement with the views of the Comptroller & Auditor 



General and in such cases Government would come before Parlia- 
ment for prior sanction in future. 

Grant No. 35-Mint 

Loss due to shortage of metal in a Mint, Note 6 Pages 108-109. 

400. consequent on the detection in June, 1954 of a theft of c u p  
ronickel worth Rs. 601- committed by a subordinate custodian of 
stores, the entire stock of cupro-nickel in the Department was sub- 
jected to physical verification and a shortage of 7808.7 tolas worth 
Rs. 545 was detected. The official suspected of theft was dismissed 
from Government service and prosecuted but was acquitted by the 
Court. His subsequent application for reinstatement in his post 
was rejected by the High Court. The loss was recovered from the 
Principal Custodian of the stores in September, 1954. 

In October, 1954, on receipt of certain infromation, physical 
verification of the stock of nickel brass was conducted and 1,57,QOl 
tolas of the metal worth Rs. 6,454 were found short. The loss was 
Bnally written off by Government in January, 1959 on the ground 
that the responsibility could not be squarely fixed on any me. 
Audit had stressed the need of a cent per cent. physical verifica- 
tion of stores by an agency independent of the superior Executive 
Officer incharge of stores. 

401. The Committee inquired why responsibility for the lots  
could not be fixed. The witness stated that senior officers had heen 
deputed to make a special enquiry into it. But they had not b ~ n  
able to fix individual responsibility on any one. The security 
measures had, however, been tightened up since then. The rules 
for checking up of stores were under finalisation in consultatinn 
with Audit. He assured the Committee that verification of Stnree 
at the Mint would be carried out regularly. 

Excesses over Charged Appropriations. . , 

402. The following were the three cases of Excesses Over Charg- 
ed Appropriations in the Grants of the Ministry of Finance during 
1957-58. 

(1) 28--Customs-Excess Rs. 1027. 
(2) 30-Taxes on Income including Corporation Tax and 

Estate Duty-Excess Rs. 5255. 
(3) Interest on Debt and other obligations and reduction or 

avoidance of Debt-Excess Rs. 1,21,43,472. 
On the 27th August, 1959, the Ministry of Finance were Wet 

alta addressed to furnish the Committee with notes stating the 



reasons leading to these excesses and why these could not be anti- 
cipated and provided for. A note setting forth the requisite infarma- 
tion in respect of S. No. (3) above was received on 12-11-59. Where- 
as the notes relating to the other two Grants were still awaited in 
spite of the reminder issued on 28th Octohcr, 1959. 

The Committee were critical of the inordinate delay on the part 
of the Ministry of Finance in the submission of these notes. The 
representative of the Ministry promised to furnish these notes with- 
out any further delay. 

Outstanding Recommendations 
Para 195 of Seventh Report (Second Lok Sabha) -Commercialisat~on 

of the accounts of A.I.R. 
403. The Public Accounts Committee (1957-58) had desired that 

the outcome of the review by the Economy Unit may be expedited 
and reported to them. 

Explaining the latest position, the Ministry of Information and 
Broadcasting had stated that the Special Fborganisation Unit would 
take about one year more to complete the study of staff position of 
the A.I.R. 

When asked about it, the Committee were informed by the Joint 
Secretary (Economy) that t$e work would be completed within a 
period of 6 to 9 months. 

404. The Committee then adjourned till 10.00 hours on Satutday, 
the 5th Decembe?., 1959. 
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MINISTRY OF EDUCATION 
Audit Report (Civil), 1958 

Dtawal of funds against letters of credit-Para 20 (a). pages 19-20. 
406. According to Audit, the Ministry of Education had been 

allowed to draw funds, since 1949-50, against letters of credit for 
expenditure on various schemes, subject to detailed accounts in 
respect of such withdrawals being submitted to Audit monthly. Tn 
contravention of the orders in nearly all cases, consolidated account# 



for the tatal amount drawn were renderd by the Ministry long a f t a  
tbe  completion of the schemes. Out of the total amount of Rs. 57.91 
lakhs drawn during the years 1955-56, 1956-57 and 1957-58, accounts 
for amounts aggregating Rs. 45.56 lakhs were cutstanding upto the 
end of 1957-58. 

407. Acquainting the Committee with the background of the  case, 
the  rewesentative of the Ministry of Education stated that the funds 
in question were made over to the Directorate of National Cadet 
Corps (Ministry of Defence) for organising A.C.C. Camps in varicus 
parts of the country. The delay in the submission of accounts was 
occasioned by the fact that the accounts of' the Directorate had t o  
pass through a number of channels before finalisation. In reply to 
a question, he admitted that there had been lack of adequate 
vigilance on the part of the Ministry of Education as well in the 
initial stages. But, he added, as a result of the efforts made by the  
Ministry of late, the position had considerably improved. Quoting 
the figures, he stated that out of the outstanding accounts of Rs. 40.85 
lakhs which pertained to  the Ministry of Education-the 
balance of Rs. 4.71 lakhs pertaining to the Ministry of Scientific 
Research and Cultural Affairs-accounts fo r  about Rs. 34 lakhs had 
since been finalised. 

408. When asked as to why the procedure of making payments 
through letters of credit was adopted in the case of the N.C.C. 
Directorate, he stated that it was a t  the strong insistence of the 
Directorate who did not agree to any other procedure. He, however, 
added that the question of the discontinuance of this procedure 
was under consideration of the Ministry of Finance who were in 
touch with the Controller of  Defence Accounts in this connection. 

409. Referring to the A.C.C.R's letter dated the 14th February. 
lc359 where in it had been suggested that the number of drawing 
officers should be reduced and the accounting work concentrated 
in tsmaller number of gazetted officials for making payments 
through endorsed contingency bills rather than by cheques, the  
Committee desired to know whether these suggestions were being 
implemented. The representative of the Ministry stated that there 
was only one drawing officer a t  present in the Ministry. 

Drawal of Advances-Para 2 0 ( b ) ,  pages 20-21. 
410. The audit sub-para disclosed that during the years 1955-56 

to 1957-58, advances aggregating Rs. 8.73 lakhs were drawn on simple 
receipt forms by the Ministry of Education for meeting expenditure 
on vai-ious counts, but detailed accounts with vouchers for Rs. 4.12 
2012 (Aii)  LS-12 



lakhs only had been rendered to audit to the end 'of"August, 1'958. 
Of the accounting arrears, those for Its. .2.92 lakhs, pertained to thk 
Ministry of Education and those for Rs. 1.69 lakhs t o  the Ministry 
of Scientific Research and Cultural Affairs. 

411. In his evidence, the representative of the Ministry stated that 
the advances in question were drawn for organising (i) coaching 
camps and other sports activities, and (ii) training camps for 
headmasters of secondary schools. The funds had been drawn on 
simple ~ece ip t  forms for the sake of convenience. He, however, 
added that this practice was being disccuraged and only in those 
cases where some expenditure had to be unavoidably incurred at 
the spot, small sums of money were allowed to be drawn in this 
manner. In reply to a question, he stated that more than 50%~ of the 
accounting arrears pertaining to the Ministry cf Education had since 
been cleared. 

Budgeting and Control over Expenditure 

Savings over Voted Grants-Appl-opriation Accozints (Civil), 1956-57 
-Val. V and App~opriation. Accounts (Civil), 1957-58, VoE. V. 

412. There were large savings in the Grants of the Ministry during 
both the years 1956-57 and 1957-58. They were particularly large in 
the former year in the case of Grants under the heads 'Others Scien- 
tific Departments', 'Miscellaneous Departments and expenditure under 
the Ministry of Education' and 'Capital Outlay of the Ministry of Edu- 
catin', being as high as 44 per cent. 45 per cent and 78 per cent. of the 
respective final Grants. 

413. The Committee desired to know the reasons for these savings. 
The representative of the Ministry ascribed them to the inability of 
State Goveqlments to utilise the grants sanctionad by the Centre, 
which were generally matching grants. When asked whether it was 
due to the fact that the Centrally-sponsored schemes were generally 
brought forward in the closing part of the financial year with the 
result that the State Governments, when approached, failed to find 
the requisite matching funds, the representative of the Ministry 
stated that it was very much so in the First Five Year Plan and the 
first year of the Second Five Year Plan. To obviate this, however, 
he added, the number of new Centrally-sponsored schemes had been 
considerably reduced and it had also been decided with the concur- 
rence of Planning Commission that in case of such schemes, the con- 
tribution of the Centre should be 100 per cent. This, coupled with 
some other measures taken by the Ministry in this regard, had re- 
sulted fn remarkable improvement in budgetlng. 



414. The Committee then enquired about the reasons for a saving 
af Rs. 1,36,272 out of the final provision of Rs. 3,69,000 under Grant 
No. 2Lsub-head E-GGovernment Scholarships for Advance Studies 
Abroad during 1956-57. The representative of the Ministry promised 
.to furnish a note. 

.Appropriation Accounts (Civil), 1956-57-Vol. V, page 1, Note 3- 
Overpayment made to two officers. 

415. In this case, a sum of Rs. 28,663 was overdrawn by two 
office~s for the period 26th January, 1950 to 31st October, 1955 as 
'their pay on re-employment under Government was not reduced by 
the amount of pension drawn by them from the Jammu & Kashmir 
'State Government on the commencement of the Constitution. The 
recovery of the amount was waived by Government in April, 1956 to 
avoid hardship to the officers. 

416. Explaining the circumstances in which the overpayment was 
made, the representative of the Ministry stated that one of the off~cers 
was employed in 1948, and the other in 1952. Their pay at the time 
of their appointment was fixed without reference to the pensions 
drawn by them from the State Revenues, as the Jammu and Kash- 
mir State was a Part B State to which the Rules applicable to Part  A 
States did not apply. Later on, however, a decision was taken jn 
Oct., 1955 that this rule would apply to Part 'B' States also with 
retrospective effect. As this would have resulted in great hardship 
to  the two officers employed long back, it was decided in consultation 
with the Ministry of Finance and the C, & A.G. to write off the over- 
.payments. 

417. When asked whether there were still any officers in the Minis- 
t ry  of Education whose salaries were not reduced by the amount of 
?he pension drawn by them, the representative of the Ministry admitt- 
ed that there were a few more such cases. 

*Overpagment of fees under the Central State Scholarships scheme.- 
Appropriation Accounts. 1957-58-Vol. V, page 32-Note 10. 

418. According to Audit, overpayments to the extent of Rs. 13,816 
were made to Indian students studying abroad up  to November, 1958 
due  to the erroneous application of the rules in regard to grant of 
scholarships. 

419. Giving a background of the case, the representative of the 
Ministry stated that the term 'fees' was originally meant by the Minis- 
t r y  as 'tuition fees' only and later extended to cover 'examination 
fees' also. The Indian Embassy at Washington, however, found that 
some Oniversities in the U.S.A. were levying, besides tuition and 



examination fees, some other charges such as medical, insurance,. 
jibrary charges, etc., which, though not technically called 'fees', were 
in the nature of compulsory charges on the students. On a refer- 
ence being made by that Embassy to the Ministry whether the term 
'fees' was to include these compulsory charges also, the Ministry of 
Education agreed to the wider interpretation of the term which was 
quite in accord with the intentions of the Rules. 

MINISTRY OF SCIENTIFIC RESEARCH & CULTURAL AFFAIRS, 

"Avoidable 1,oss due t o  belated yelease of I-equisitio~~ed la?ld-A~ldit 
Report, 159-Para 34, page 31. 

420. On 10th May, 1944 Government requisitioned a plot cf land 
for constructing temporary quarters for the duration of War and sis 
months thereafter (i.e. upto 30th September, 1946) on an annual 
rental of Rs. 5.021 for the first year and Rs. 4,745 thereafter. In 
1945-46, 9 blocks of quarters were constructed on the land for certain. 
Military personnel at a cost of Rs. 86,970. 

The lease was continued upto September, 1953 when i t  was decided 
to release the land and it was handed over to the C.P.W.D. on the 
31st October. 1953 for relinquishment. The vacant quarters together 
with certain other materials were sold in March, 1955 for R:. 7,350 
but the land was actually released to the owner only in January,. 
1956. This resulted in an avoidable expenditure of Rs. 10,280 on land 
rent and Rs. 3,668 on the pay of chowkidars for the period November. 
1953 to December. 1955. 

421. Explaining the circumstances which resulted in delay in thc  
release of the requisitioned land, the D.G.S. & D. stated that auction 
of structures and other materials on the land scheduled to be held in 
October. 1954 had to be postponed to November, 1954 due 1.0 delay in 
the receipt of survey report. Then there was default on the part of 
the purchaser in not having deposited the earnest money in full which 
resulted in the cancellation of the sale. The second auction 
was held in March, 1955. In this case though the earnest money 
was paid within the prescribed time-limit, the site was not clrarcd 
within the prescribed period. The earnest money in the former case 
was forfeited and similar action in the latter case also was undcr 
examination in consultation with the Ministry of Law. In reply to* 
a question, he admitted that the Directorate General of Supplies an3  
Disposals was not well-equipped to dispose of buildings, etc. 

-- - -- - - -- -- -. - - - -- . - . . - . . - - - - - -- . -  - -4 
*The p4r.1 was also di~usscd irt thc bitting of the Committee held on X-12-II,SYI 



Budwt ing  and Control Over Expenditure-Appropriation Account. 
(Civil) , 1956-57-Vot. XV and Appropriation Accounts (Civt l)  . 
1957-58--VO~. V. 

422. There were large savings in the Grants of the Minislry during 
t h e  years 1956-57 and 1957-58. The savings were particularly large in 
ithe case of Grants under the heads 'Botanical Survey' and 'Zoological 
Survey', being 36 per cent and 61 per cent of the respective final 
%rants during the year 1956-57 and 35 per cent and 49 per cent of the 
final grants during 1957-58. 

423. The representative of the Ivlinistry attributed the savings to 
,delay in taking up projects under the Second Five Year Plan. When 
.asked whether the details of these projects had been fully worked 
out before they were included in the budget, the representative of 
t h e  Ministry stated that only the outline plan had been approved by 
the Planning Commission. 

Excess over Voted Grant 
Crcort No. 15-S~rvey of Iitdia-Page 11 of Audit Report. 1959-Part I 

and pages 6-8 of Appropriation Accounts. 1957-58-Vol. V. 

424. There was an excess of Rs. 2.96.550 under 'Grant No. 15-Sur- 
vey of India' during the year 1957-58. 

425. The Committee desired to know as to why it had not been 
possible for the Ministry to furnish the requisite information called 
for by them on the 27th August, 1959, followed by a reminder dated 
the 28th October, 1959. The Committee were informed that a note 
was sent to audit for vetting sometime back who referred i t  hack to 
the Ministry with certain queries. It had now again been sent to 
Audit. 

MINISTRY OF HEALTH 

Audit Report, 1358 

All India Institute of Medical Sciences-Delay in f r.a,i~ing t h ~  R1d2s 
and Regulations-Para 30 (A)  L- (B) , pages 28-29. 

426. The All India Institute of Medical Sciences Act -me into force 
on 15th November, 1956 from which date the Institute was declared 
to be a corporate body. Prior to that. the Institute functioned as a 
Department of Government. The Rules and Regulations of the Insti- 
tute were, however, enforced long thereafter. the former with effect 
from 1st April, 1958 and the latter, from 15th October. 1958. Between 
the period 15.11.56 and 31.3.58. the Institute. inter aha .  created 107 



temporary posts and made appointments thereto. According t o 4 h e  
views of the Ministry of Law, the Institute was not entitled to do s o  
without first framing the Ragulations. 

427 The explanation of the representative of the Ministry fo r  
delay in the promulgation of the Rules was that the Institute took 
a long time in framing the draft Rules whereafter they were submitted 
to the Ministry of Health for approval. The Ministry took some time 
in examining the draft Rules and then referred them to the Ministry 
of Law. After that, there was some correspondence which also con- 
tributed to delay. 

428. The Committee enquired when the draft Rules were first 
submitted by the Institute to the Ministry for approval, and how much 
time was consumed in each subsequent stage including the time taken 
by the Ministry of Health in vetting the draft Rules. They also 
desired to know as to who was charged with the responsibility of 
framing the Rules-the Ministry or the Institute and also whether, 
as contended by the Institute, the framing of the Rules was a pre- 
requisite to the framing of the Regulations. The representative of the 
Ministry promised to furnish a detailed note* on the subject. 

Paz~ment of non-practising allowance t o  other than Medical Yerson- 
nel-Para 30 ( C ) ,  page 29. 

429. Three of the teaching posts in the Institute were filled by 
non-medical personnel and they were allowed compensatory allow- 
ance in lieu of private practice which had been sanctioned for the 
posts without any restriction that they should be drawn only by 
incumbents having medical qualifications. Subsequently Government 
issued orders discontinuing with effect from 1st August, 1957, the 
payment of compensatory allowance in lieu of private practice to 
non-medical personnel in the Institute including those already 
appointed. Again Government issued revised orders on the 13th 
March, 1958 permitting the continued drawal of the allowance by 
the nan-medical personnel already appointed. The expenditure on 
this account amounted to Rs. 10,800 per annum. 

430. Justifying the grant of non-practising allowance to the three 
non-medical personnel referred to in the Audit sub-para, the repre- 
sentative of the Ministry stated that it was in accordance with their 
terms of appointment. When asked whether the original decision 
of the Ministry under which all employees holding teaching posts 
in the Institute were entitled for the allowance was taken with the 

I concurrence of the Ministry of Finance, the reply was in the affir- 
mative. In reply to another question it was admitted that basis of 
the original decision was indefensible. 
--------------.--- --- - - - - -  -- ---- 

+Since received. Not printed. 



, Absence of coordination in Building Project of the Institute-Para 
30(D), pages 29-30, 

, 431. The main building was scheduled for commencement in 
,195455 and for completion by 1958-59. This programme could not, 
however, be adhered to. The construction of the residential quar- 
ters for the staff, students and nurses, however, proceeded more 
or less accordipg to schedule. By June, 1958 out of 856 residential 
quarters available for occupation, 586 were surplus to require- 
ments, 468 quarters had been allotted to non-Institute employees 
and 118 remained vacant. 

432. The Committee enquired why the construction of residential 
quarters was not so phased as not to overstep the requirements 
therefor. The explanation of the representative of the Ministry 
was that they aimed to provide residential accommodation to every 
Member of the staff in the vicinity of the Institute, as and when he 
was appointed. In reply to a question he stated that all except 
three or four quarters had since been allotted. 

Property not handed over to the Institute and outstanding Rent 
and Water Charges-Para 30 (E) , Page 30. 

433. Buildings constructed by Government for the Institute at  
a cost of about Rs. 127 lakhs were not formally transferred to it, 
even though it  became a body corporate on 15th November, 1956. 
All the buildings, however, were being utilised by the Institute 
and treated as their property except 142 buildings. 

In respect of these buiIdings, a total amount of Rs. 39,121 was 
outstanding on account of rent and water charges for the years 
1956-57 and 1957-58 as per the books of the Institute. 

434. Indicating the latest position, the representative of the 
Ministry stated that all the buildings referred to in the Audit sub- 
para except three or four quarters had since been transferred to 
the Institute. As regards the outstanding rent and water charges, 
he stated that most of these had since been realised. 

Audit Report (Civil) 1959. 

lnfructuous expenditure on hire of trucks-Para 28, Pages 26-27, 

435. A Department of the erstwhile Delhi Stat,e Government 
purchased two truck chassis at Rs. 14,250 each in March, 1954 
through the Central Purchase Organisation to be used for the re- 
moval of refuse etc. from the colonies of Displaced Persons in Delhi. 
The construction of the truck bodies (estimated to cost Rs. 2,836 
each) was entrusted to the above Organisation in August. 1954 but 
the work was completed only in February, 1956. The delay was 



~ t a t e d  to be due to non-fulfilment $f certain formalities which had 
to be observed by the Central Purchase Organisation. 

Meanwhiie the Department incurred an expenditure of 
Rs. 12,045 on hire charges of two scavenging trucks a t  the rate of 
Rs. 900 p.m. each (excluding petrol) for the periods 1st February, 
1955 to 31st May, 1955 and 26th April, 1955 to 18th February, 1956. 

Further, although the Department was aware as early as in 
June,  1955 that i t  would require only one truck, no action was 
taken to countermand the order for the second truck body with 
the result that one completed truck remained idle till June,  1958, 
when it was made over to the Delhi Municipal Corporation for 
Rs. 12,377. The loss on this sale to the Department was Rs. 6,759.00. 

436. In extenuation, the Secretary, Ministry of Health stated that  
this case occurred when Delhi was a Part  'C' State having a duly- 
cmstituted Government of its own responsible to the Legislature. 
Though it was true that the erstwhile Delhi Government were re- 
quired to obtain the sanction of the Central Gcvernment in respect 
of certain financial matters, the latter did not, usually, exercise 
its power of scrutiny in such a way as to interfere with the day-to- 
day administration of the then Delhi Government. 

Avoidable paynleut of interest charges-para 29, pages 27-28. 
437. The erstwhile Delhi State Government acquired in Janu- 

ary, 1950 for the extension of a hospital, a piece of land standing 
in the Revenue records in the name of an evacuee. No compen- 
sation was awarded by the Land Acquisition Officer on the under- 
standing that the land, being evacuee property, no compensation 
was assessable in accordance with the Inter-Dominion Agree- 
ment of July, 1949. Subsequently it was decided by Governmt~nt 
that the Land Acquisition Act should apply to evacuee properties 
also. On 14th April, 1953 an Indian National filed an application 
claiming the ownership of the land by virtue of a registered sale 
deed dated 12th June,  1946. Thereupon, in April, 1954, the Land 
Acquisition Officer gave a supplementary award for Rs. 2,12,728 
comprising Rs. 1,68,832 on account of compensation and Rs. 43,896 
on account of interest. The amount could not, however, be paid 
for want of provision of funds till September, 1957 when Govern- 
ment issued a revised sanction for Rs. 2,46,494 which included a 
sum of Rs. 77,662 as interest for the period from January,  1950 to 
September. 1957. 

438: The representative of the Ministry admitted that this case 
had been badly handled and the Government put to unnecessary 
loss. As to the action taken against the officials concerned, he  stat- 
ed  that severe warning had been administered to t b o  clerks. In 



regard to the land Acquisition Officer, he stated that according to 
t h e  views of the Delhi Administration, he  was not to blame. 

Budgeting and Control over expenditure 
Appropriation Accounts (Civil), 1956-57-Vol. VIlI and Appropria- 

tion Accounts (Civil), 1957-58-Vol. VIII. 

439. Explaining the reasons for large savings in the Grants of 
t h e  Ministry under the heads 'Medical Services', 'Public Health' 
and  'Capital Outlay of the Ministry of Health' during 1956-57, the 
rcpresentative of the Ministry stated that there was in the first ins- 
tance considerable delay at the Centre in settling the pattern of 
assistance to State Governments for executing the Centrally-spon- 
sored schemes. And, in some cases, where the pattern of assistance 
was communicated to the State Goi~ernments, they took a long 
time in submitting their schemes. 
Waizler of recovery-Appropriation Accounts (Civil), 1956-57- 

Vol. VIII. page 24. Grant No. 49-Note 6. 
440. In this case, rent free accommodation was allotted to certain 

.employees of an Institute, during periods between 1942 and 1952 
by the then Director, who had apparently no authority to do so. 
The Government waived the recovery of Rs. 3085 representing out- 
.standing rent from these employees after the free concessions were 
withdrawn by Go\?ernment. 

441. Justifying the waiver of the recoivery, the  representative of 
the  Ministry stated that the Government did not want to cause un- 
*due hardship to the employees whose occupation of the houses on e 
rent-free basis was boira fide. Dealing with the delay in taking the  
final decision, he stated that it was due to the correspondence that 
transpired between the Ministry of Health. Ministry of Finance and 
the Director of the Institute. When asked as to why the then 
Dir-ector of the Institute had exceeded his authority in this case. 
the representative of the Ministry felt i t  to be an  error of judgment 
a n  his part. 
Audut Con~ntents O I I  the Fitlal~ciul Resli Its of the Central Research 

li~stitzile, Kasauli for rhe ?/ear 1957-58-Appropriation Accolints. 
1957-58-page 34 a?td paras 106 and 107 of t h e  18211 Report of the  
P.A.C. (Second Lok Sabha).  

442. Referring to the recommendations .of the Committee (1958- 
59) contained in para 107 of their 18th Report (Second Lok Sabha). 
the Committee inquired what progress had been made in the intrn- 
duction of commercial accounting in the Institute. They were in- 
formed that the matter had been finalised in consultation with the 
Ministry of Finance. 



443. The Committee then referred to the outstanding amounting 
to Rs. 2,72,007 as on 31-3-1958 (including those relating to the years 
1953-54 to 1956-57) and desired to know the present position in re- 
gard to their clearance. I t  was stated that about 90%) of the out- 
standings had since been cleared. 
Cinchona Cultivation Scheme-Appropriation Accounts, 1957-58. 

page 45-Note 10. 
444. The Committee asked for the reasons for delay in the pre- 

paration of the final accounts of the Scheme. The representative 
of the Ministry stated that the Central Government did not directly 
deal with the cultivation of Cinchona; they did so through t h e  
agency of thk State Governments concerned. Another factor which 
had contributed to delay was that adjustments in accounts had to. 
be made by two A.Gs. 

445. When asked about the future of cinchona cultivation, he  
stated that it was very depressing. There was about Rs. 90 lakhs 
worth of cinchona without any market, and, so the Goven-imcnt 
were thinking of distributing it free in the country. In reply to 
another question, he stated that the area under cinchona cultiva- 
tion was being gradually diminished and efforts were being made to 
cultivate Indian medicinal plants instead. The only consideration 
why it was not being immediately stopped by the States (Madras & 
Bengal) was that it would result in  the sudden displacement of 
large labour population. 
Financial Review of the Medical Store Depots and Factories-' 

Appropriation Accounts. 1957-58 page 55-Item VII (Vol. VIII) . 
446. The Committee enquired about the present position regard- 

ing the recovery of large outstandings against Government and 
non-(;overnment institutions which on the 30th September, 1958 
stood at about Rs. 28 lakhs. They were informed that oustand- 
ings amounting to only Rs. 7 lakhs remained to be realised, and these 
too, mostly from State Governments. 

447. The Committee then referred to the question of the closure 
of Medical Store Depots and enquired as to what decision had been 
taken in this connection. The representative of the Ministry stat- 
ed that the matter was under consideration of the Mudaliar Com- 
mittee. 

MINISTRY OF IRRIGATION AND POWER 
lnfructuous expenditure due to change in design-Audit Report 

(Civil), 1959-Part I-para 31, pages 29-30. 

448. While commenting upon the abandonment in 1951 of t h e  
Navigation-cum-power Channel and the Subsidiery Dam of t he  



Hirakud Dam Project, the Public Accounts Committee in para 43: 
of their 6th Report (First Lok 'Sabha) expressed the view that the-. 
original scheme of the Subsidiary Dam was technically and econo- 
mically unsound, In a statement placed on the table of the Lok 
Sabha. in December, 1953, it was, however, contended that t h e  
scheme was technically sound and the expenditure incurred on t h e  
Subsidiary Dam could not be said to be nugatory as the work had 
only been postponed and not abandoned altogether. 

When work on the scheme was resumed in 1956, a revised de- 
sign was prepared which omittpd the construction of the Subsi- 
diary Dam altogether. Due to this change in design, out of expen-. 
diture of Rs. 37 lakhs already incurred on the Subsidiary Dam, 
at least an amount of Rs. 21.55 lakhs approximately {including 
an amount of Rs. 6.75 lakhs paid as compensation for trees, houses 
and tanks) spent on the embankment of the Subsidiary Dam had 
become wholly infructuous. 

449. Explaining the circumstances of the abandonment of the 
Subsidiary Dam, the representative of the Ministry stated that 
according to the original design, the construction of the Subsidiary 
Dam was considered necessary as it was intended to complete the 
Power House at Chiplima before the main Dam at Hirakud was 
constructed. After, however, the main Dam at Hirakud had been 
completed, the necessity for the construction of the subsidiary 
Dam at Chiplima disappeared. The then Chief Engineer, Hirakud 
Dam Project submitted a revised design, omitting the Subsidiary 
Dam, which was to cost Rs. 167 lakhs less than the original design. 
After considering the pros and cons of both the designs. Govern- 
ment came to the conclusion that the new design was more econo- 
mical than the original one even after making an allowance for 
the infructuous expenditure of Rs. 22 lakhs. 

450. It was pointed by the C. & A.G. that despite the dropping 
of the Subsidiarv Dam, the original estimates of Rs. 1152 lakhs had 
gone up to Rs. 1432 lakhs according to the latest estimates of the 
revised design. The representative of the Ministry attributed it 
to the rise in labour wages cost of materials etc. 

451. In reply to a question as to whether the Central Govern. 
ment or the Orissa Government would bear the liability of the 
infructuous expenditure the C. & A.G. pointed out that in the ese- 
cuting of the Hirakud Dam Project the Central Government had 
merely acted as the agent of the Orissa Government and, so the 
whole liability was to be borne by the latter Government. The re- 
presentative of the Ministry expressed agreement with this view. 



452. In regard to the future management of the Project, the re- 
presentative of the Ministry stated that the Orissa, Government had 
agreed to take it over with effect from the 1st April, 1960. 

Budgeting and Control over expenditure 
Savings over Voted Grnnts-Appropriation Accozmts (Civil), 1957- 

58-Vol. XI, pp. 3 and 8. 

453. During the year 1957-58, out of the final provision of 
Rs. 1,60,33,000 under the head 'Multi-purpose River Schemes', there 
was a saving of Rs. 62,41.129. Similarly, in the case of another grant 
.of the Ministry, viz .  'Miscellaneous Departments and other expendi- 
,ture under the Ministry of Irrigation and Power', there was a saving 
.of Rs. 20,96.289 out of the final provision of  Rs. 98.08,000. 

454. According to the representative of the Ministry, the saving in 
the former case was due to transfer of two investigation projects to 
.the administrative control of the Bombay Government, non-receipt 
.of debits from other departments and non-adjustments in respect of 
material, equipment etc. received under the T.C.A. programme. The 
saving in the latter case was due to reduction of grant-in-aid to the 
Bharat Sewak Samaj and of t.he provision for fundamental and basic 
research. 

455. The Committee then adjourned t i l l  14.30 hours on Monday, the 
7 t h  December, 1959. 



PROCEEDINGS OF THE THIRTY-EIGHTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON MONDAY, THE 

7TH DECEMBER, 1959. 

456. The Committee sat from 14.30 hours to 17.00 hours. 

PRESENT 

Shri Upendranath Barman-Chair.tnan. 

2. Shri Maneklal Maganlal Gandhi 
3. Shri Shamrao Vishnu Parulekar 
4. Pandit Jwala Prasad Jyotishi 
5 .  Shri Radha Raman 
6. Shri Rameshwar Sahu 
7.  Shri T. R. Neswi 
8. Shri Raghubar Dayal Misra 
9. Shri T. Sanganna 

10. Shri Shraddhakar Supakar 
11. Shri Rohit hlanushankar Dave 
12. Shri T. R. Deogirikar 
13. Shri Surendra Mohan Ghose 
14. Shri Jaswant Singh 
15. Shri S. Venkataram~n.  

Shri A. Ii. Chanda-Comptroller attd Auditor Generd of India. 
Shri A. Kalyanaraman,-Dy, Covzptroller and Auditor Ga~!eraZ. 
Shri  S. Venkataran~anan-.4ccountant General. Central Reue- 

nues. 
Shri P. V. R. Rao, Director of Audit. F.R.S.C.S. 8. M. 

Shri V. Subranlanian-Deput y Secretarg. 
Shri Y. P. Passi-Under Secretary. 

WITNESSES 
Minktry of Works. Housitlg aud Szippty 

Shri M, R. Sachdev-Secretary. 



Shri A. S. Naik-Joint Secretary. 
Shri S. Vohra-Financial Adviser. 
Shri V. N. Rajan-D.G.S. & D. 
Shri N. G. Dewan-Chief Engineer, C.P.W.D. 

Ministry of Finance 
Shri A. G. Krishnan-Under Secretary. 

MINISTRY OF WORKS, HOUSING AND SUPPLY 
Unauthoris.ed alteration in specificntion-Para 42 of Audit Report, 

1958. 

457. An agreement for road work entered into with a contractor in 
April, 1953 included an item of light chipping carpet using 6 lbs. of 

' bitumen per cft of grit. The first payment for this item of work was 
made in the 4th running account bill (in June 1953) in accordance 
with the approved specification, but in the subsequent bills the bitu- 
men used was shown as 5 lbs. per cubic fit. of grit without any corres- 
ponding reduction in the rate. A departmental investigation estab- 
lished that unauthorised alterations were made in the documents 
sometime between the 4th and 5th running bills which resulted in an 
overpayment of Rs. 16,000 to the contractor. 

458. In evidence, the Secretary to the Ministry of Works, Housing 
and  Supply stated that a detailed enquiry was conducted into this 
case by a senior officer of the Ministry, which disclosed that six 
officers had made deliberate attempts to alter Government records. 

' Suitable disciplinary action was being taken against the delinquent 
officers in consultation with the U.P.S.C. 

Delay in adjustment of a contractor's account-Para 43 of Audit 
Report, 1958. 

459. A contractor entered into an agreement for construction of 
quarters a t  the tendered cost of Rs. 12,65,700, the work to be com- 
pleted by the 31st August, 1945. He commenced the work in Janu- 

: ary, 1945 but abandoned it unfinished in August, 1945 after having 
drawn, on running bills, a total payment of Rs. 10,10,705. He had also 
'been issued large quantities of material for which recoveries were to 
be made. The Department got the remaining work completed through 
subcontractors, to whom the work had been sublet by the main con- 

:tractor after paying a sum of Rs. 1,26,548 (ex-gratia and on behalf of 
r the defaulter). After making necessary adjustments on account of 
hmages, cost of stores supplied and payments to sub-contractors the 

"Department prepared a final bill according to which an amount d 



:Rs. 4,08,278 was recoverable from the contractors. This was not 
accepted by the contractor. On the other hand he claimed higher 
.rates for certain items of work done by him and the matter was re- 
ferred at his instance to arbitration, despite the advice tendered by 
the Ministry of Law that Government should not agree to arbitra- 
tion as the claims of the contractor were time-barred. 

460. The Committee desired to know how payments on running 
'bills were made to the contractor without recovering the ccst of stores 
issued to him. In extenuation the representative of the Ministry of 
Works, Housing and Supply explained that the transfer entries in 
respect of the material issued to the contractor were not put up 
promtly by the issuing authorities to the Divisional Officers for 
adjustment in the contractors ledger accounts. Thus the exact 
amounts to bc recovered from the contractor on account of material 
issued to him were not known to the officer making payments to him. 
It was further stated that the transactions related to the War period 
when the rules were not strictly followed. The officers in charge of 
the work had since gone ovcr to Pakistan. 

461. With regard to the reference of the case to arbitration despite 
the advice of Ministry of Law, the witness stated that under the terms 
of the contract the contractor was entitled to approach the Superin- 
$.tending Engineer of the Circle for arbitration on matters cf dispute 
and Government could not forbid him from doing so. The arbitrator 
had since referred the case to a Court of Law to decide whether as 
alleged by Government, the claims of the contractor mere time-bar- 
red. 

462. Explaining the payments made by the Department to the sub- 
contractors the representative of the Ministry of W.H. & S. stated 
after the work was abandoned by the main contractor it was got com- 
,pleted by the sub-contractors, for which payments had to be made 
'to them. However, these payments were made with the consent of 
.the main contractor with a view to their being adjusted in the lattcr's 
'final bill. 

Chief Technical E.rair~ii~er's Orga~isation-para 44 of Audit Report,  
1958 and para 51 of Audit Report, 1959. 

463. Following suggestions made by the Public Accounts Corn- 
,mittee Government decided in May 1957 to introduce a system of 
.concurrent edministrative and technical review of P.W. transactions 
'by an expert Chief Technical Examiner. The paragraphs in the Audit 
Reports cited above enumerated the various irregularities etc. poi*- 
oed out by the C.T.E. in the reports submitted by him during the period 
J u l y ,  1957 to 31st December, 1958, 



464. In evidence, the C.T.E. described the procedure regarding 
selection of cases (bills, contracts, works etc.) and their examination 
by his organisation. He did not review all  the P.W. transactions but 
only made a test check (about 10 per cent.) of all the cases. In about 
75 per cent of the cases so reviewed by him he was able to discover 
either major or minor defects, which were communicated to the de- 
partments concerned for rectification. As far as possible, these de- 
fects were remedied by the departments before the completion of 
works; but in cases where due to the wdvanced stage of construction 
etc. the defects could not be remedied, an assessment of the over- 
payment was made by him and passed on to the departnlents to effect 
recoveries. During the two years the C.T.E. had assessed ovelpay- 
ments to the extent of Rs. 19 lakhs out of which items amounting t o  
Rs. 8 lakhs had since been accepted by the Departments end  recover- 
ies were being effected from the contractors. The remaining cases 
were still under correspondence. The C.T.E. stated that initially he 
sent his objections to the Executive Engineers concerned and in cases 
of disagreement at that level he approached the higher authorities 
viz.  the Superintending Engineer, Chief Engineer, etc. The Secretary 
to the Ministry of W.H. & S. stated that in case of difference of 
opinion between the C.T.E. and the Departmental officers, the 
views of the former generally prevailed. The C. & A.G. pointed out 
that  the practice followed by the C.T.E. to make references t o  
officers at various levels was not correct. In his cpinion, cnce the  
C.T.E. had communicated his objections it should be the duty of the 
Departments concerned to obtain the views of the highest authority 
a t  their end in cases of disagreement before communicating the 
same to the C.T.E. 

465. One of the irregularities pointed out by the C.T.E. in his reports 
(referred to in para 44 of Audit Report 1958) was the acceptance 
of unworkable tenders. In one case estimated to cost about 
Rs. 1,11,040 Government awarded the contract at the tendered 
amount of Rs. 73,554 while the approximate cost of the material 
issued and recoverable from the contrator plus roller hire charges 
amounted to Rs. 76,560. The Committee desired to know whether 
t h e  work was completed by the same contactor and the final cost 
involved thereon. The representative of the Ministry promised to 
furnish a written statement to the Committee. 
Unproductive expenditure-para 45 of Audit Report, 1958. 

466. In May, 1943 Government took over for r;br purposes por- 
tions of a Ju te  Mill compound along with some adjoining plots of 
land, a t  an annual rent of Rs. 1,500 and constructed thereon cer- 
tain temporary structures. The land became surplus to require-. 
ments in 1951 but was released only in January, 1957. This delay 



hvolved an expenditure on land rent of Rs. 9,136 upto 31st March, 
1957. Government also paid a compensation of Rs. 24,113 to the 
owner for not restoring the land to its original condition. 

467. The D.G.S. & D. admitted that there was some delay in the 
demarcation of the lands which was completed in December, 1952 
as the Land Acquisition Collector had to obtain old records. There- 
after, efforts were made to sell the structures built on the land to 
the Municipality; but they were not successful because of certain 
disputes having arisen in the transaction. Subsequently, time was 
taken in negotiations with the landowners regarding the quantum 
of compensation payable to them for restoring the land to its original 
condition as well as in evicting the refugees from a part cf the land 
which they had occupied unauthorisedly. The D.G.S. & D, stated 
that while the Jute Mills demanded Rs. 90,000 by way of compen- 
sation they were successfully persuaded to accept a lesser amount 
(Rs. 24,113) . 
Infructuow expenditure-para 46 of Audit Report 1958. 

468. In April, 1948 on the closure of a labour camp materials 
worth Rs. 19,828 were found unserviceable. A survey report was 
prepared in 1949 but was subsequently misplaced. A fresh survey 
report was prepared in February 1952. It was sanctioned in Sep 
tember, 1954 by the competent authority after two years and half. 
The materials were auctioned in January 1955 for Rs. 260 only. 
Meanwhile, the department also incurred expenditure on watch 
and ward amounting to Rs. 12,331. 

469. In evidence, the Secretary to the Ministry of W.H. & S. admit- 
ted that the case was not handled properly at different stages result- 
ing in delay in the disposal of the surplus stores. The survey re- 
port, which was prepared in 1949 was submitted to the Superin- 
tending Engineer who returned it with certain comments. There- 
after the report was not traceable. No enquiry was. however, insti- 
tuted about the loss of the survey report. 

Avoidable expenditure on the disposal of furniture-para 47 of 
Audit Report, 1958. 

470. Furniture of the bcok value of Rs. 1,98,446 manufactured in 
1942-43 and used in offices and Government quarters during the war 
was issued again to certain government residential buildings. When 
Government decided to demolish these buildings the surplus fur- 
niture valued at Rs. 1,59,378 was withdrawn between August, 1955 
and December, 1956. The articles were stored in an open C.P.WD. 
yard in April, 1957 and later transferred to a shed in July, 1957 
2012 (Aii) -1s 



entailing an expenditure of RS. 4,655 on the shifting. A further 
expenditure of Rs. 1,432 was incurred upto August 1957 when the 
major part of the furniture was auctioned for a sum of Rs. 8,728. 
The remaining unserviceable furniture (of the book value of 
Rs. 39,086) was handed over to a Government Housing factory 'ih 
March 1958. I 

471. In extenuation, the Secretary to the Ministry stated that the 
cost of furniture (Rs. 1,59,378) quoted in the Audit Report represent- 
ed its original book value. It was purchased in 1942-43 and its depre- 
ciated value would come to a much lesser amount. In fact the 
articles which were auctioned were absolutely unserviceable. The 
Committee suggested that Government might examine the question 
of fixing suitable life for the articles of furniture and introduce the 
system of writing down their book value from year to year. 

Low of revenue due to defective planning of works-para 40 of 
Audit Report, 1959. 

472. Certain residential units built by the C.P.W.D. at a station 
remained vacant for long periods owing to delay in the provision 
of ancillary services like sanitary installations, water supply and 
electricity supply arrangements. In some cases the buildings were 
not handed over to the agency responsible for their allotment even 
after the essential services had been provided. The Audit Report 
quoted three instances of such delays. In one case the buildings 
were complete in all respects (including sanitary installations) by 
11-5-1955; but were actually handed over to the authorities for occu- 
pation in December, 1956. 

473. The Chief Engineer, C.P.W.D. explained that there were 
certain items like provision of external services, (laying of sewe- 
rage, water supply lines, supply of electric connections, etc) which 
were not taken into account in the statement incorporated in the 
Audit Report. The work on these services was generally taken up 
only after the completion of 'the buildings. Thus the buildings in 
question were completely ready for occupation only on 24th July, 
1956. The Secretary to the Ministry further explained that in the 
provision of electric connecticns laying of sewerage, water supply, 
etc. the C.P.W.D. had to depend on .the municipal authorities, who 
had their own difficulties, like availability of cables, time taken in 
laying of lines, etc. On the Committee's pointing out that works 
for in.stallation of external services were taken up only on comple- 
tion of the buildings, the Secretary stated that instructions had 
since been issued for taking up both types of works simultaneously. 



.Irregular sale of Government materiadpara 41 of Audit Report 1959. 
474. In May 1951, a C.P.W. Division acquired 86.9 tons of mild 

steel sheets from Disposals at Rs. 901,616 per ton (i.e., 20% of the 
+authorbed price) on the condition that the material would not be 
resold within two years. Nevertheless, 79.878 tons of sheets, which 
were initially hired out to three contractors, were sold in 1952 to them 
at Rs. 120 per ton. The conftdled price for new sheets at the time 
was Rs. 463.79 np. The loss on the sales to contractors was thus in 
.the neighbourhood of Rs. 30,000. 

475. The representative of the Ministry stated that the steel sheets 
were given on hire and later sold to the contractors by the Executive 
Engineer of the C.P.W.D. on the site under the orders of the Board of 
Governors of the Indian Institute of Technology, which was an 
autonomous body. He, however, admitted that as the material 
belonged to the C.P.W.D., the officer should have exercised his 
discretion in the matter instead of merely acting an the advice of 
the Institute. Efforts were now being made to recover a further 
amount from the contractors concerned towards the cost of the steel 
sheets. 

Avoidable extra expenditure in the purchase of Copper Weld Wire- 
para 42 of Audit Report. 1959. 

476. A Central Purchase Organisatioin invited tenders for the 
supply of 65 tons of copper weld wires to the P & T Department. 
The lowest acceptable offer was from firm 'A' at Rs. 6,485 per ton for 
the imported stores. Another firm 'B' which was to import the 
copper weld bars to be fabricated locally into wire offered it at Rs. 
7,599 per ton. A contract for 29 tons of wire was placed on firm 3' 
in preference to the lower offer of firm 'A' involving extra expenditure 
of Rs. 32,306 and the contract for  the balance quantity was placed 
on firm 'A'. After completion of the supplies Arm 'A' claimed an 
.extra amaunt on account of variation in the price of copper and an 
extra amount of Rs. 18,818 was paid. The firm 'B' also claimed an 
increase but subsequently withdrew the claim. The price allowed 
*to firm 'B' was thus more than that paid to firm 'A' by about Rs. 
13,488 (on 29 tons). 

477. In evidence, the D.G.S. & D. gave the following reasons for 
placing the order for supply of copper weld wire on firm 'B' in pffi. 
gerence to the lower offer: - 

(i) The value of imported material in the case of firm 'A' was 
much more (71 per cent) as compared to fInn 'B' (only 



46 per cent). (At the time of placing the order, how-, 
ever, the Department was under the impression that 
the difference in the indigenous element between the 
two finns was only 5 to 10 per cent). 

(ii) Firm 'B' had already imported copper weld bars and they 
were able to deliver the wire much earlier than firm 'A'. 

(iii) At the time of placing the orders on the firms the Depart- 
ment was given to understand that the import of raw 
material was not subject to customs duty. 

Loss due to non-observance of rules-para 43 of Audit Report, 1959: 
478. A Central Purchase Organisation placed an order on a firm 

for the supply of stores, which involved an extra payment of Rs. 32,850' 
(as compared with the lowest acceptable offer) to ensure earlier 
delivery. The contract included a special penalty clause stating that 
in case of fieilure to supply the stores by 31sl March, 1955, the con- 
tractor would be liable to refund to Governmt$nt the difference bet- 
ween the contract rate and that of the lowest acceptable offer. The 
firm while acknowledging the receipt of the contract order expressed 
disagreement with this provision. The firm failed to supply these 
stores by the stipulated date but no penalty could be imposed in view 
of the fact that the purchase organisation had failed to get a prior 
assurance from the firm regarding earlier delivery by a definite date, 
while agreeing to the higher price. 

479. In evidence, the D.G.S. & D. stated that the inclusion of the 
price preference clause in the contract was not justified. The lowest 
offer had been received from a firm with which Government had 
suspended their dealings. The penalty clause was, therefore, neither 
legally enforceable nor realistic in this case. As a result of their ex- 
perience in this case the D.G.S. & D. had issued instructions to all 
purchase of3cers to exercise their discretion with greater care in in- 
corporating price preference clauses In contracts. 
480. he Committee then adjourned to meet again at 9.30 h a w  

,on Tuesday, the 8th December, 1959. 



PROCEEDINGS OF THE FORTIETH SITTING OF THE PUBLIC 
..ACCOUNTS COMMITTEE HELD ON TUESDAY, THE 8TH DECEM- 

BER, 1959. 

,481. The Committee sat from 14.30 to 17.05 hours. 
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4. Shri Shamrao Vishnu Parulekar 
5. Shri Radha Raman 
6. Shri T. R. Neswi 
7. Shri Raghubar Dayal Misra 
8. Shri T. Sanganna 
9. Shri Yadav Narayan Jadhav 

10. Shri Shraddhakar Supakar 
11. Shri Amolakh Chand 
12. Shri Rohit Manushankar Dave 
13. Shri T. R. Deogirikar 
14. Shri Surendra Mohan Ghose 
15. Shri Jaswant Singh 
16. Shri S. Venkataraman. 

Shri A. K. Chanda. Comptroller & Auditor General of India. 

Shri A. Kalyanaraman. Dy. Comptrollet & Auditor General. 
Shri S. Venkataramanan. Accoitntant General, Centwl Re- 
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Shri P. V. R. Rao, Director of Audit, F.R.S.C.S. & M. 

SECRETARIAT 
Shri V. Subramanian--Deputy Sectetaq/. 
Shr i  Y. P. Passi-Undw Secretary. 



WIT-, 

MinisCry of Wmks, Housing and Supply 
1 Shri M. R. Sachdev-Secretam. 

Shri S. Vohra-Finuncial Adviser. 
S h ~ i  V. N. Rajan-Director General of Supplies & Disposals.. 
Shri N. G. Dewan--Chief Engineer, C.P.W.D. 
Shri C. Balasubramaniam-Director of Estates. 

Ministry of Defence 
Shri S. V. Sampath-Deputy Secretary. 

Ministry of Finance 
Shri A. R. Shirali-Additional Budget Oficet. 

Loss due to belated release of requisitioned land-para 48 of Audit 
Report, 1958. 

482. Certain plots of land requisitioned by Government in 1943 for 
defence purposes on a rent of Rs. 2171 per month were proposed for 
derequisition, in January, 1949. But, meanwhile, as the Ministry of 
W.H. & S was also considering a proposal to construct clerks' quarters 
in that locality the final decision to derequisition the land was taken 
in October, 1949. The derequisition order in the case of one land- 
lord was issued only on 1st February 1950. The plots were eventually 
released and possession restored to the various owners on different 
dates between 3rd February, 1950 and 1st January, 1952. The main 
landlord was paid a sum of Rs. 1,72,489 by way of compensation for 
loss of rent and other damages. Government were also put to a loss 
of Rs. 29,400 on account of rent and Rs. 10,000 on account of restoration 
charges for the period February 1949 to December, 1951. 

483. In evidence, the Secretary to the Ministry of W.H. & S. stated 
that there was a dispute with the land owners about the rent payable 
for a plot of land, which had been acquired separately under the 
orders of the Collector for the MES and later formed part of the 
area acquired under the Defence of India Rules. On settlement of 
this dispute, the amount of periodical compensation (rent) payable 
for the plots acquired for defence purposes was determined and in- 
cluded in the final compensation (Rs. 1.72 lakhs) paid to the landlord. 
The time lag between the decision to derequisition the land in Feb- 
ruary 1949 and its actual restoration to land owners in January 1952 
was attributed to (i) enquiries made about the rightful owners of 
the plots of land and (ii) eviction of refugees from a part of the landi 



which they had occupied unauthorisedly, which took some time. It 
was, h o m e r ,  admitted that there was some delay in handling this 
0188. 

484 On being pointed out that the owners of the plots of land from 
whom these were requisitioned should have been known to the Gov- 
ernment from the very beginning the witness could give no satib; 
factory explanation. 

485. From the records before them it appeared to the Committee 
that the land remained unutilised with the defence authorities since 
its ecquisition in 1943 till 1949. The Secretary to the Ministry of 
W.H., & S., however, informed them that the area was occupied by 
the Army Transport Company and certain temporary structures had 
also been built thereon by the C.P.W.D. on behalf of the Transport 
Company. The structures were later demolished by the landlord and 
a sum of Rs. 5,000 was recovered from him by Government towards 
the cost of dismantled materials. The Committee asked the repre- 
sentative of the Ministry of Defence to furnish a note stating the 
purpose for which the land was requisitioned and how it was actually 
ut ilised 
Irregular payment of sales tax-para 44 of Audit Report, 1959. 

486. Four contracts on two firms were placed during March-April 
1948 for the supply of cables for the P. &. T. Department. The tenders 
did not specifically indicate payment of sales tax to the tenders in 
addition to the price of stores. Provision for the tax was, however, 
made in two contracts suo moto by the purchase officer while in the 
other two it was made subsequently at the instance of the suppliers 
The provision for the payment of sales tax in aU the four contracts 
was, however, cancelled subsequently on 22nd October, 1949 and 3rd 
November, 1949 when it came to the notice of the ofEcer that it was 
not in conformity with the provisions of the law or departmental 
instructions. The suppliers, however, did not agree to this and an 
amount of Rs. 47,971 had to be ultimately paid to them. 

487. The D.G.S. & D. admitted that it was a mistake on the part of 
the purchase ofEcer to have made provision for sales tax in all the 
cases. He, however, pointed out that subsequent rulings given by the 
Supreme Court in 1955 in certain other cases had clearly established 
that the seller possessed a right to recover sales tax from the pur- 
chaser even in cases where the tender did not make specific mention 
regarding payment of sales tax. 
Avoidable payment to a contractor-para 45 of Audit Report, 1959. 

488. A contractor could not construct a building within the sti- 
pulated date (May 1948) and a penalty of Rs. 11.700 was recovered 



from him on this account. Subsequently in May, 1953 the contrator 
filed a suit in a High Court for payment of a further sum of Rs. 4.33 
lakhs on account of (i) increase in the cost of construction due to rise 
in prices (ii) value of materials looted by rioters and stolen and (iii) 
extra items of work done by him. The High Court appointed an ar-. 
bitrator who awarded a sum of Rs. 66,000 in favour of the contractor 
on 1st and 3rd claims rejecting the second. The Department 
received a notice from the High Court on 24th December, 1956 t h a ~  
the judgment on the award would be pronounced on 28th January, 
1957. That Department consulted the Ministry of Law on 23rd 
January, 1957. The Ministry of Law advised on 24th January, 1957 
that while the award of Rs. 6,000 in respect of the third item could not 
be questioned the payment of Rs. 60,000 against the first item was not 
consistent with the terms of the contract and an objection should be 
filed in respect thereof in the Law court. No objection petition could 
be filed as the date for making such an application (23rd January, 
1957) had expired. As a result of this delay Goqcrnment had to pay 
b sum of Rs. 60,000 together with interest of Rs. 198 to the contractor 

489. In evidence, the Secretary to thc Ministry of UT.H. & S., stated 
that in this case the delay occurred mainly due to the negligence on 
the part of the staff of the Executive Engineer's office which had 
been censured on this account. He also felt that the Superintending . 
Engineer and the Executive Engineer concerned were also to be 
blamed for not taking prompt action in this case. The Ministry would 
take suitable action against them. 

Loss due to failure to f o l k  the prescribed procedure-para 46 of 
Audit Report, 1959. 

490. len order was placed on a fum by the D.G.S. & D. for the 
supply of five types of sheathed cables. 18 days after the placing 
of contract the indentor intimated that the two of the five types were 
not required. The Purchase Organisation accordingly cancelled the 
orders for the two types without obtaining prior consent of the 
supplying firm, which protested against the cancellation and claimed 
Rs. 45,000, as compensation. The case went to arbitration and the 
arbitrator awarded a sum of Rs. 6,039 to the firm as compensation 
plus Rs. 350 as cost of legal proceedings. The Purchase Organisa- 
tion also did not inform the indentor of the financial repercussions 
of the cancellation of the order. The latter stated in October, 1955 
that had he been informed of the financial repercussions involved he 
would have made alternative arrangements to keep the contract 
alfve. 

491. In evidence, the D.G.S. & D. stated that although the 
Purchase Ofacer did not strictly follow the prescribed ppcedurs, 



he was aware of the fact that the firm had taken no steps towards 
the execution of the contract in respect of these items. The firm 
had not even opened a letter of credit for the import of the stores. 
m,e Ministry was, however, not happy with the arbitrator's award ' 

In this case. There were two persons nominated to arbitrate in 
this case and the Government's nominee himself gave an award 
against Government. However, in the absence of any proof of mala 
fide against the arbitrator (Government's nominee) no action could 
be taken against him. As a result of their experience in such cases, 
Government had rwised the procedure for reference of cases to 
arbitration. The agreements now provide for a single arbitrator, 
who holds the status of a District and Sessions Judge and works 
under the Ministry of Law. In cases where private parties do not 
agree to  such an arbitration. cases are referred to Courts of Law. 

Loss due to farlure to effect risk purchase within the prescribed 
petiod-para 47 of Audit Report. 1959. 

492. The D.G.S. & D. placed a contract with a firm for the supply 
of teak logs by the 1st February, 1954 which date was extended to 
15th March, 1954. As a result of the inability expressed by the h 
on 17th March 1954, to execute the order, the contract was cancelled 
on the 6th September, 1954 at the risk and expense of the firm. 
Tenders were invited for repurchase in January, 1955 and a contract 
at an extra cost of Rs. 25.375 was placed on 24th March, 1955, that is 
more than a year after the firm had expressed its inability to supply 
the logs. As the repurchase was not done within six months of the 
breach of contract the extra post could not be recovered, but only a 
sum of Rs. 8,500 representing the difference between the contract 
price and the price prevailing nearabout the date of breach of con- 
tract was recovered from the firm. 

493. In evidence, the D.G.S. 6: D. admitted that there had been a 
lapse on the part of the Assistant dealing with the case to take time- 
ly action in the matter. At that time the Timber Section was over- 
burdened with the work of purchases. Also the file on the subject 
was not available from April to June, 1954, having been referred to 
another &ce. The D.G.S. L D. had, therefore, taken a lenient view 
af the matter at the time of awarding punishment to the Assistant 
concerned and only his 'grave displeasure' was communicated to him. 
He stated hvther that instructions had been issued for the main- 
tenance of purchase registers by all purchase omcers in respect of 
cases falling within their financial powers to keep them in touch with 
the day to dav progress of the execution of the orders. 



Loos due to discrepancy between the t e r n  of the Tender enquiry. 
and the contract-Para 48 of Audit Report, 1959. 

494. A4 overseas mission issued telegraphic tender enquires for 
the supply of cargoes for foodgrains stipulating that the discharge 
expenses would be borne by the buyer. The standard contract form, 
provided that such expenses (crane hire charges) would be borne 
by the suppliers. Four out of the five Anns on whom orders were 
placed, accepted the terms in the standard contract but one asked for 
the deletion of the provision relating to payment of crane hire 
charges. It was stated in the Audit para that while one firm had 
paid the charges in full and another in part, the remaining firms had 
not paid these expensa. 

495. The Secretary to the Ministry of W.H. & S., informed the Com- 
mittee that as a result of further negotiations they had been success- 
ful in recovering from the Companies 79 per cent of the entire ex- 
penses incurred on crane hire charges by Government. 

Over-payments to Oil Companies-Para 49 of Audit Report, 1959. 

496. A contract entered into with a company for the supply of 
axle-oil stipulated inter-alia that the prices were based pn the 
then prevailing rate of import duty and sea freight rates from U.S.A. 
to Calcutta and that an increase or decrease in these items would be 
to the buyer's account. The firm asked for an increase over the 
contract pates for supplies commrncing from 1st March, 1951 and 
20th September, 1951, on this account, which were readily accepted 
without due verification. On being pointed out by Audit in April, 
1953 that the increased rates should have been made applicable to 
the supplies made from stocks imported after the increase in the 
rates of customs duty/freight, Government decided in May, 1957 to 
recover, a sum of Rs. 2,23,210 from the Oil Company. The firm 
however, took the matter to arbitration and filed counter claims for 
Rs. 12 lakhs (approximately). 

497. In extenuation the D.G.S. & D, attributed the delay (four 
years) in coming to a final decision in the matter of claiming the 
extra payment from the Company to the collection of information 
from the direct demanding officers who were operating the running 
contract with the oiI company and were spread dl over India, The 
matter was still pending with the arbitrator as the other party (Oil 
Company) had not paid its share of the arbitration fee. Similar 
d e w s  were also being conducted in respect of P.O.L. contracts 
which had been entered into with other companies and which con- 
tained similar provisions for price varlatim 



Lam of revenue due to non-marintenance of accounts recmdo-Para 
50 of Audit Report, 1959. 

498, After partition a large number of Govenunent buildings. 
went into unauthorised occupation of displaced persons. The regis- 
tern showing the assessment and recovery of rent in respect of such 
buildings vacated by unauthorised occupants before 31st December 
1950, were not maintained despite orders having been issued by 
Government in September, 1949. The registers were ultimately 
opened and made available to Audit in April, 1952. Even then no . 
regular assessment of rents was lnade with the result that balances 
recoverable from the occupants could not be worked out. 

499. The Director of Estates informed the Committee that from 
whatever information he could collect from the files he had made an 
assessment of the rents recoverable in respect of these buildings 
Out of a total arrears of rent of about Rs. 14 lakhs recoverable from 
the displaced persons about Rs. 9 lakhs had been recovered. The 
amount of rent relating to buildings which were vacated by unautho- 
rised occupants before 31st December, 1950, and which could not be 
recovered was about 2.9 lakhs. Efforts were being made to recover 
the balance. 

Avoidable extra expenditure incurred in purchase of Teak planks- 
Para 52 of Audit Report, 1959. 

500. A Central &chase Organisation placed a contract on a Arm 
for supply of teak planks by 30th April, 1951. The f rm tendered 
the stores for inspection on 20th April, 1951 but the Inspector refu- 
sed to cany out the inspection as he had received neither the 
advance acceptance of tender nor the contract copy. On 11th May. 
1951 the Inspector called for a copy of the contract but actually got 
one on 16th June, 1951 (the original having been wrongly des- 
patched on 16th May, 1951). Meanwhile the delivery period of the 
contract was extended upto 31st August, 1951 to which the firm did 
not agree. Government repurchased the same material from another 
arm at  an extra cost of Rs. 24,700. 

501. In evidence, the D.G.S. & D. informed the Committee that 
suitable disciplinary action was being taken against the Section 
OPRcer for his failure to send an advance copy of the acceptance of 
tender to the Inspector concerned. 

Delay in supply of 'rPtirchasr ordo. tiles" to audit-Para 63 of Audit 
Report, 1959. 

!ME. Under a mutually accepted procedure all selected "Purchase 
Order ffles" of the Central Purchase Organisation have to be made 



available to audit within three days of requisition. The Audit para 
indicated the number of cases involving great delays in complying 
with such requisitions or in answering the audit queries relating 
to purchase orders. 

503. The D.G.S. & D. claimed that as a result of subsequent ins- 
tructions issued by him, the position had improved substantially. 

Appropriation Accounts (Civil), 1957-58, Vol. XVII, Note 4 ,  page 10, 
Delay in enforcing recotwy from a defaulter. 

504. On 15th October, 1952 a contract placed on a firm was can- 
celled owing to its inability to supply the stores. The stores were 
repurchased at an extra cost of Rs. 5,165. As the defaulting firm 
failed to pay the penalty and subsequently repudicated its liability 
to make such payment the case was ~eferred to arbitration in 
September, 1957, which was still not finalised. 

505. The Secretury to the Ministry of W.H. S: S., stated that res- 
ponsibility had been fixed for the delay in handling this case and the 
officials were being suitably punished. 

Shortage of Government naoneg-Note 20. page 24. Appropriation 
Accounts (Civi l)  . 1957-58. Vol. XVlI .  

506. A special inspection of the records of an Estate Office in 
April, 1954 disclosed a shortage of Rs. 3,871 and a temporary mis- 
appropriation of Rs. 4,226 from out of rent realised during the period 
October. 1951 to April, 1954. Criminal cases had been filed against 
the ex-cashier and ex-estate manager. The excashier had since Aled 
an appeal against the orders of the lower court. 

507. In evidence, the Director of Estates stated that the system of 
accounting by which money received by the clerk was transmitted 
to the Estate Managw's ofice had been tightened up and periodical 
checks were exercised to obviate the recurrence of such cases. 

508. The Committee then adjourned ro meet again at 14.30 houts 
on Mondag, the 14th December, 1959. 



PROCEEDINGS OF THE FORTY-FIRST SITTING OF THE 
PUBLIC ACCOUNTS COMMflTEE HELD ON MONDAY, 

THE 14TH DECEMBER, 1959. 

509, The Committee sat from 14.30 to 16.50 hours. 
PRESENT 

Shri Upendranath Barman-Chairman 

2. Pandit Jwala Prasad Jyotishi 
3. Shri Radha Raman 
4. Shri T. R. Neswi 
5. Shri Aurobindo Ghosal 
6. Shri Yadav Narayan Jadhav 
7. Shri Sharddhakar Supakar 
8. Shri Amolakh Chand 
9. Shri Jaswant S i n ~ h .  

Shri A. K. Chanda, Comptroller & Auditor-Generui of India 
Shri A. Kalyanaraman, Deputy Comptroller and Auditw- 

General. 
Shri S. Venkataramanan, Accountant General, Centrd 

Revenues. 
Shri P. K. Sen, Director of Cornnrmcial Audit. 
Shri P. V. R Rao, D~rcctor of Audit, Food, Rehabilitation 

Supply, Commerce, Steel & Mines. 

SM V. Subramanian-Deputy Seereta~y. 
S M  Y. P. Passi-Under Semetaq. 

Ministry of Home Affairs 

Shri B. N. Jha, Secrdaty. 
Shri V. Viswanathan, Specid Secretary. 



Shri R. R. Bahl, Joint Secretary. 
Shri A D. Panciit, Chxf Commissioner, D e w .  

Ministty of Labour & Employnent 
Shri P. M. Menon, Secretayl. 

Ministry of Finance (Department of Expenditure) 
Shri T. P. Chattee-Deputy Financial Adviser. 

Ministq of Finance (Department of Economic Agaira) 

Shri A. G. Krishnan, Under Secretaq. 

MINISTRY OF HOME AFFAIRS 
Audit Report (Civil), 1958-Part I 

Overpayment to Stevedoring Labour-para 31, pages 30-31. 

510. The Andamans and Nicobar Administration had requested 
Government sanction in June, 1947 for the issue of free snacks and 
tea costing approximately annas 0-2-0 per head per diem to certain 
stwedoring gangs working in two shifts. In the Government sanc- 
tion dated 2nd September, 1947, the rate had, however, been men- 
tioned as 12 annas due to a typographical error. Rectification of the 
error had not been sought because it escaped detection through 
failure to compare the sanction with the proposal made. On the 
basis of this sanction, the Administration had provided the amenity 
at cost higher than that it had proposed itself and also had extended 
that to single-shift stevedoring gangs. That resulted in an extra 
expenditure of Rs. 11,465 in the case of double shifts and an un- 
author* expenditure of Rs. 40,020 on single shift. 

Government had ordered in August, 1956, an investigation into the 
irregular expenditure but meanwhile issued ex-post-facto sanctions 
in August, 1956 and June, 1957 to regularise the above unauthorised 
and excess payments. The results of the investigation ordered by 
Government were awaited. 

511. Explaining the circumstances under which the mistake had 
occurred, the Secretary of the Ministry stated that the Administration 
had asked for Government sanction at the rate of annas 0-2-0 per 
head per diem for tea, besides free food to the labourers as their 
wages were considered low, having regard to the amount and nature 
of work. In the Ministry, the dealing officer wrote in his own hand 
0-2-0 per head per diem. But the typist typed 0-120 instead and the 
mletake was not detected. The Administration understood tbt 



wnction to cover both free tea as well as food to double shift labour- 
as. While he admitted that the Administration was at fault to 
a certain extent in not having sought clarification, he urged that the 
muteness  of the place and difaculties in communication should not 
be overlooked. 

512. As regards Axation of responsibility for the mistake, he 
stated that the typist was no longer in the Ministry. The dealing 
ofacers in the Administration had also retired. The Administration 
had, however, explained that even after taking into account the 
extra payment, the labour proved cheaper than that available in 
Madras and Calcutta for similar work. 

Nan-provision for the d i t  of the accounts of the Statistical Insti- 
tute, Calcutta, para 32, pages 3132. 

513. Grants amounting to Rs. 3,30,53,915 had been sanctioned by 
Government to the Statistical Institute, Calcutta, for certain specific 
purposes (including a large expenditure of a capital nature) during 
the years 1951-52 to 1957-58. A grant of Rs. 95 lakhs had been provi- 
ded for in the budget for 1958-59. The certificate regarding the 
proper utilisation of the above grants sanctioned in the years 1953-54 
onwards was awaited in Audit. 

The Institute was a society registered under the Societies Regis- 
tration Act and its accounts were audited by professional auditors. 
No annual balance sheets had hitherto been published and submitted 
to Government. Audit had no means of ensuring that the grants 
were utilised for the purpose for which they were sanctioned and 
money was spent with due regard tc efficiency and economy as the 
accounts of the Institute were not open for a test check by the Audit 
Department. 

514. The Comptroller and Auditor General informed the Com- 
~nittee that this para pertained to the Cabinet Secretariat but had 
'ken shown under the Ministry of Home Affairs through an over- 
sight. The Home Secretary stated that the Cabinet Secretary had 
deputed his Deputy Secretary to appear before the Committee. 

515. The Chairman, observed that in consonance with well estab- 
l~vhed practice, the Secretary of the Ministry concerned should be 
present to give evidence. In case, he could not be present, he 
should seek prior permission of the Committee to depute another 
senior officer to give evidence. The Committee, therefore, decided 
not to examine the Deputy Secretary and postponed consideration 
of the para. 

516. The Comptroller and Auditor General referred to the Indian 
Statistical Institute Bill, 1959 which was under discussion in Lnk 
Sabha. Under Section 6, the accounts of the Institute were to  be 



audited by auditors to be appointed by the Central Government in 
consultation with the Comptroller and Auditor General and the In- 
stitute. The Central Government were empowered to issue such direc- 
tions to the auditors as they might think At. The auditors would pre- 
sent their reports to the Institute and also forward a copy thereof to 
the Central Government for their information. 

517. Commenting upon these provisions, he stated that even in 
the case of institutions where the audit was entrusted to professional 
auditors, under a stipulation of the Finance Ministry grants-in-aid in 
excess of Rs. 1 lakh per annum recurring and Rs. 5 l a b s  non-recur- 
ring automatically attracted audit scrutiny of the Comptroller and 
Auditor General. 

518. Under the Company Law also directions to the Auditors were 
to be issued by the Comptroller and Auditor General and in aases 
where he considered necessary, he could undertake a supplementary 
or test audit. 

But none of these safeguards had been provided for in the case 
of grants-in-aid to this Institute. It was difficult for him to sag 
whether the above prwisions were in contravention of the constitu- 
tion. He, however, took the view which was also stated to have 
been accepted by Government that any withdrawn1 of funds from the 
Consolidated Fund of India would autonla ticnll y attract the audit 
scrutiny of the Comptroller and Auditor General. But if monrys 
could be withdrawn from the Consolidated Fund of India and placed 
at the disposal of autonomous institutions without providing for any 
check by the Comptroller and Auditor General as to its utilisation, 
the whole Government could come to be run by corpomtions or com- 
panies constituted by Government. He felt that such an arrange- 
ment would be a negation of the concept of accountability to Parlia- 
ment. 

519. Alluding to the practice prevailing in the U.K. in this behali'. 
he stated that there the audit of grants-in-aid was one of the important 
functions of the Comptroller and Auditor General. Slrnilarly, in the 
U.S.A., the Comptroller General had even commented on the utfltsa- 
tion of aid given to foreign countries. 

Audit Beport (Civil), 1959-Part I 
Delcly an the issue of expenditwe sanction a d  umislrion to provide 

funds, para 30, page 28. 

520. The expenditure amounting to Rs. 17,47,528 incurred by the 
Defence Authorities on behalf of the Ministry on certain measurer 
during December 1956 to June 1957 was passed on for adjustment 



against that Ministry in August, 1957. Further debits amounting to 
Rs. 1,10,619 on that account were also received for adjustment against 
the Ministry in June and November, 1958. The Ministry having 
made no budget provision during 1957-58 and 19r58-50 and not having 
issued any expenditure sanction in this regard, the amounts were kept 
undcr il suspense head outside the Consolidated f i n d .  r 

521. The Committee were critical of the practice to keep large sums 
under "suspensc" which vitiated parliamentary control. 

522. In evidence, the (1omm;ttee were infcrmed that the accounts 
had since been adjusted. Asked about the delay in this behalf, the  
witness stated that there had been some difficulty in settling the 
allocation of the expenditure to different authorities. 

Appropriation Accounts ( C i v i l ) .  1956-57 an.d 1957-58, Volume IX. 

523. The Committee noticed savings under Grant Nos. 51, 57, 58, 
68 and 13 1 during the year 1956-57. The percentage of savings ranged 
from 12 .5  to 52. Simiiarly, savings under Grnnt Nos. 51, 59, 62, 63 
and 120 in the next year ranged from 12-9 to 73.7. 

524. Expiaining the reasons for savings of Rs. 7634,959 out of the 
total provision of Rs. 1.47,66,000 under Grant No. 58-Kutch in the 
year 1956-57, the Additional Secretary of the Ministry stated that the 
transfer of  Kutch to the Bombay Stsrt. or, 1st Nova~C!er, 1956 under 
the States Heorgunisation Act accounted for the shortfall as earlier 
the funds had been provided for the full year. 

525. Ikgardmt, thc savings of Rs. 2,17,83,082 out of the budgeted 
amount of Rs. 5,23,74.000 undm Grant No. 62 in the year 1956-57, the 
witness stated that the grant had been sanctioned for the purposes of 
grants-in-aid to State Governments for statistical work, &a1 and 
moral hyglcnc and after-care services, and welfare of backward 
classes. But thc scheme for statistical purposes could not be imple- 
mented by the States d u ~ ~  tu shwtagc ilc c:~ditird personnel. time tah.11 
for recruitment of staff i\nd setting up of the statistical agencies and 
post-budget modifications of the schrme. There was also a consi- 
derable dislocation in work to be done for backward classes due to 
rmrganisation of Sbtes. 

526. When asked about the reasons for savings under Grant No. 
ti2. Laccadivc, Minicoy and Amindivi Islands in the year 1W7-58, the 
witness stated that these ~slands were under the Madras State before 
reorganisition of the States. Provision was for expenditure on Plan 
Projects. But the amount could not be spent. 
2012 (Ai l )  LS-14 



In f ruc tuw expediture, Note 9, page 10 (1956-57 accounts). 
527. A department entered into an agreement with a flour mill for 

grinding a minimum guaranteed quantity of 9U,000 maunds of wheat/ 
barley per manth, with effect from the 1st December, 1948, till the 
end of rationing in Delhi. 

Whm ratiordrg w w  discontinued on the 28th February, 1954, in 
Dclhi, no intimation was sent to the Mill which continued grinding 
upto the 9th March, 1954. The mill claimed Rs. 16,484/8/- as coni- 
pensation for the difference between the grinding charges on the 
guaranlced quantity of 90,000 maunds and the quantity of 57,031 
nlaurids actually ground duri:lg the post-mtioning period from 1st to 
9th March, 1954 @ -/a/- annas per maund. The department, how- 
ever, rejected the claim on the plea that the Agreement expired on 
the 28th February, 1954, and the minimum guarantee clause did not 
apply thereafter. 

In terms af the Agreement, the mill referred the dispute to arbi- 
tration by the Chief Commissioner. The Arbitrator allowed the 
claim on thr mill in full on the 28th December, 1956, for the reasons 
that the mill had been allcwed to continue the work of grinding even 
after the termination of rationing on 28th February, 1954, and that in 
the absence of any other agreement the old agrement wns applicable 
for the month of March, 1954 2nd that the minimum j?iiarantee clause 
applied. Government had, thus, to incur an infructuous expenditure 
of Rs. 16,484/8/-. No responsibility had been fixed for the depart- 
mental lapse. 

528. Explaining the circumstances of the case, the Chief Commis- 
sioner, Delhi Administration stated that at  the time of termination 
of the rationing on 28th February, 1054, the mili had a lcft-over 
c(uar,lity cf 20,'KU n~aunds of grains. An0thr.r 10,000 maunds of 
grains were advanced by the Government subsequently. The mill 
wrote a letter stnting that as discussed it would grind this stock on 
the same terms as in the previous agreement. But the then Depu:y 
Rationing Controller did not reply to that letter, and the mill took i t  
that all the terms of the old agreement would apply to the grinding 
of the pa ins  with thcm The Deputy Rationing Controller had, 
th~refore,  been asked to explain his failure to reply to the letter fmm 
the mill. 

529. When ruked about the reasons for delay in asking for his 
explanation, the witness stated that the arbitrator gave his award 
only on 28th December, 1956. Thereafter, the award had been under 
examination of the various Ministries with a view to finding whether 
they would like to go to the Civil Court egainst the award. 



Bilamut Commercial Corporation, Note 8, page TI (1- 
accounts). 

530. The Committee noticed that the sundry debtors as on 31st 
March, 1958 stood at Rs. 25,878 as against Rs. 36,325 a t  the end of the 
previous year. They understood from the accounts of 1957-58 that 
a sum of Rs. 20,000 had since been recovered from the ex-ruler in 
April, 1958. 

531. The Committee were informed that a substantial amount had 
been recovered and the balance related mostly to various department8 
of the Administration. The Committ, 2 desired to know whether the 
question of recovery of interest from the ex-ruler had been decided 
and, if so. the present position of its recovery. The information 
bring not available readily, the witness promised to submit a note to 
the Committee. 

532. The balance of stock of asbestos sheets with the Corpcration 
(bought in 1948) stood at Rs. 14,509 on 31st March, 1958. Sheets 
worth Rs. 3,281 had been sold to P.W.D. and the balance auctioned 
for Rs. 2,000 resulting in a loss of Rs. 9,223. 

533. The Additional Secretary c;f the Ministry admitted that there 
had been delay in the disposal of the sheets. These had been pur- 
chased for the construction of a High School building which was, 
however, abandoned. It was proposed to utilisc the sheets for con- 
structing sheds for the Transport Department. But being already 
cut into semi-circular shape, these could not be utilised. He also 
stated that uccording to the Administration, the sheets were not in 
demand in the market. 

Rosin and Turpentine Factory, Nahan, page 179 (195657). 

534. The loss in the working of the factory had been increasing 
from year to gear as given below:- 

. . Rs. 68,585 

. . Hs. 4.19.859 

. . Rs. 6,05,951 

535. Explaining the rcasons for the losses, the witness stated t h t  
the Managing Agents were not managing the factory properly. The 
agreement entered into by the Sirmur Darbar in 1945, was defective 
in so far  as it did not place any responsibility for th? losses on tbe 
Managing Agents nnd gave them a free hand to run the factory for 
20 years. In reply to a question, the Committee were informed that 
there had bern losses in the factory during 1948-49 and 194950 and 
during the next three years there had been a proflt. Subsequently, 



there had been a loss in every year. The working of the factory in 
the present year was, however, better as the old managing agency 
had been terminated. 

Sundry Debtom, page 179 (1957-58 accounts). 
536. The outstanding Sundry Debtors at  the close of the year 

1957-58 amounted to Rs. 7,90,446 as against Rs. 4'75,362 during 1956-57. 
The Ccunmittee desired to be informed about the principal debtors, 

the amounts outstanding agtlinst them, the periods for which th: se had 
been outstanding and the chances of recovery thereof. The informa- 
tion being not readily available, the Committee were promised a note. 

Delay in submission of notes/statements. 
537. The Committee took a serious view of inordinate delay on the 

part of the Ministry in furnishing tne information required by them 
in spite of several reminders. The Secretary of the Ministry stated 
that the dispatch of the requisite information would be expedited. 

Excesses over Voted Grants. 

538. The following were the three cases of Excesses over Voted 
Grants of the Ministry of Home Affairs during the year 1957-58:- 

1. 55-Census-Excess Hs. 80. 
2. 60-Manipur-Excess Rs. 8,63,045. 
3. 61-Tripura-Excess Rs. 31,35,783. 

The Committee had desired to be furnished with notes stating the 
reasons for these excesses by the 28th October, 1959. These were, 
however, received on 2-11-1959, 14-12-1959 and 1-12-1959 respectively. 

The Committee deprecated the delay on the part of thc Ministry 
of Home Affairs in furnishing the notes. The representative of the 
Ministry, however, informed the Committee that to expedite matters, 
an Ofacer of the rank of Joint Secretary had been deputed to attend 
to the work of the Public Accounts Committee. 
Grants-in-aid to Sarva Seva Sangh. 

539. It appeared from the replies to the questions in Parlianletrt 
that a total grant of Rs. 13.92 lakhs was made to the Sarva Seva 
Sangh by the Govenuncnt of India to the Orissa Government for the 
development of Cramdan ViIlages in Orissa (Rs. 2 lakhs w r c  given 
during 1955-56 and Rs. 11-92 lakhs during 1956-57). 0t  this, thcy 
dould spend Rs- 6.97 lakhs only. Out of the remainder, they wem 
stated to have refunded Rs. 4.50 lakhs and the balance cf Rs. 2-46 



Jakhs still remained to be surrendered. With a view to ascertaining 
how money provided by the Gevernment was spent by t k t  Organisa- 
tion and whether the accounts were audited by the A.G., Orissa, a 
reference was made to the Ministry who had, inter alia, stated that 
the Sangh did not furnish the accounts in time; even the accounts 
furnished later in thr year 1958 showed certain discrepancies from 
the figures reported earlier. Further grant to the Sangh had been 
stopped by the State Government and they had asked the Sangh to 
refund the unspent balance. 

540. The Commiltee were informed by the witness that the Sangh 
had refunded all the amounts due from them. They had also fur- 
nished accounts of the money spent by them so far. But these had 
not yet been scrutinised by the Orissa Government. He promised to 
furnish the results of the scrutiny as soon as they were received from 
the Stale Government. Asked about the beneficial results of grants- 
in-aid to the Sangh, the witness stated that the organisltion of the 
Sangh were not well-equipped to tackle wcrk and had, therefore, 
failed. The Orissa Government had themselves taken over the job 
of the development of Gramdan Villages. 

MINISTRY OF LABOUR & EMPLOYMENT 

Audit Report (Civil), 1958-Part I 

Loss due to  non-occupation of miners' Quarters,  para 33, pages 32-34. 

541. Government sanctioned an estimate for Rs. 1,01,25,000 for the 
constnletio~i Ly the Coal Mines Welfare Organisation of 4,500 quarters 
a t  Bhuli Township for providing better housing accommodation to 
the workers employed in the coal mines. The Organisation, however, 
decided in 1947 to construct only 2.000 quarters. Actually only 1,566 
quarters were constructed, e t  a total cost of Rs. 77,25,898, the first 
batch of 200 being ready for occupation in April, 1950, the second batch 
of 220 a year later and the remaining 1,146 in April, 1953. 

The progress of allotnlent and occupation of the quarters had been 
so slow that in Dtwmber. 1955 (i.e., over 5 years after the initial 
construction) above two-fif th of the quarters remained vacant and 
about one-third remained unoccupied even at the end of December, 
1957. 

The loss to the Organisation in the shape of rent for the vacant 
quarters upto February, 1958 a t  the minimum rate of Rs. 2 per 
mensem per quarter was of the order of Rs. 73,500 assuming that free 
tramport had been arranged for the workers in all cases, 

A similar loss of about Rs. 5,900 in rent was sustained by the 
Welfare Organisation os 28, out of 48 quarters, constructed at aq 



approximate cost of Rs. 1.23,000 in 1947 in another Coal Field Area, 
remained vacant from April, 1948 to January, 1957. From 1st Feb- 
ruary, 1957 all the 48 quarters including the land were handed over 
to the West Bengel Government temporarily at  a monthly rental of 
Rs. 576, for the lot. 

542. The Committee enquired the latest position about the number 
of the quarters lying vacant. The Secretary of the Ministry stated 
that excepting 112, all the quarters were occupied. There would 
also be no difficulty in the allotment of these 112 quarters. I t  was 
explained that the main reason for miners' rcluctxince to move jnto 
those houses was lack of transport. The rent was not a problem as 
under the bye-laws of the organisation the monthly rent of each 
quarter was fixed at Rs. 8 of which Rs. 2 were paynble by the miner 
and Rs. 6 by his employer. If the management provided transport, 
it was exempted from the payment of their share of rent of Rs. 6 per 
quarter. 

543. Undcr the latest arrangement, buses had been provided by the 
employers. Scarcity of water was another problem. It  was pro- 
posed to solve the problem by getting watcr from D.V.C. As that 
would take some time, tube-wells had been sunk. Electricity was 
being providrd :o the miners, and the railways had provided a halt a t  
the place. All these measures, he thought, would make the p l x e  
more attractive. When asked how the recurring expenditure on th2 
maintenance of quarters was to be met if the employees' share of rent 
was not r-covered the witness stated that that would be a charge on 
the Coal hlines Labour Welfare Fund. 

Appropriation Accounts (Civil), 1956-57, Vol. XIII ,  page 20, Grant 
No. 71--Chief Inspector of Mines. 

544. There was a saving of Rs. 11,98,906 out of a total provision of 
Rs. 24,40,000 undcr this grant, viz., 43 per ccnt. 

Explainin3 the reasons for savir.gc, t ! i ~  uvitn?~s stntcd that in spite 
of rep ated advertisements, Governrncnt had not been able to get the 
requisite technical personnel. Recently, the pay scales had bem 
improved and it was hoped that mcancics would be fillcd up. The 
Committee cnquired why the Ministry could not train some pcrsm- 
ncl at tncir own expcnse. I t  was stated in evidence that training 
facilities were being increased, but the course of training being vrlry 
lengthy, they did not provide an immediate solution of the p ~ ~ b l c r n .  
This attracted comment from the Comptroller and Auditor G-neral 
Ulat in that case provision of funds should be in accordance with the 
realities. 



Page 24, Grant No. 136-Capital Outlay of the Ministry of Labour. 

545. In this case also, there was a saving of Rs. 33,80,357 out of a 
total provision of Rs. 55,00,000, viz., 61 per cent. 

The Committee wcre informed by the witness that the scheme for 
training of craftsmen WQS under the Central Government till Novem- 
ber, -1956. The entire expenditure of Regional Directorate, Assistant 
Dircctor of Training and equipment for training institutions uscd to 
be met by the Central Government. But the running expenditure 
of the training institutions used to be shared in the ratio of 60 to 40 
by the Centre and State Governments. 

W. In pursuance of the Shiva Rao Tmining Committee's recom- 
mendations, the whole Organisation was handed over to the State 
Governments in Novemb: r, 1956, and the expenditure was to be shared 
in the ratio of 60 to 40 between the Central and State Governments. 
But when the budget provision was made, the change in the pattern 
of finmcinr: hid not hc en v i ~ l ~ ~ l i s e d .  It, was also at this time that the 
States were reorganised. Thus the full amount could not be spent. 

Appropriation Acmm?s ( C k i ! ) ,  1.957-58, Vo1. XH-Heavy wcumula- 
tion of recoverable bills, Xot?  11. page 18. 

547. A toat1 sum of Rs. 1,49.162 representing (i) the cost of special 
druq and X-ray charges at half rates, due from certain Collieries for 
treatment of their patients (Rs. 96.913), ( i i )  X-ray charges due from 
cnti:led persons b.lt half-rate.; and non-entitled persons at full r a t x  
(Rs. 4.240), ( i i i )  trraatment charges due from non-entitled persons 
includmg the staff of Coal Mines I'~wiiic;lt Fund Cornmissicner 2nd 
Mica XIines Labour Weliar - Fund Organisation (Rs. 26,229), (iv) hire 
chnrgcs for use of the Ambulance Van (Rs. 8,573), and (v) the cost 
of trcvtnwnt of thc officer.; and the staff of the C c 4  Mines Labour 
W 1 u R ! 2 I , , A  . : . I  1 t!rr sccounts of a 
Central Govcrnmcnt I I ~ q ~ t a l  on 1st h h y ,  1958. Out of this amount, 
a sum of Rs. 32,115 had b x n  rccovrred upto 31st December, 1958 
1cni ,n,n R baluncc of Rs. 1.15.!;55 still to be recovered on that date. 

548. It was csplainrd to the Commi?tee by the witness that thore 
had been acculnul;~ t LO:!; of ~wx~vcrc~bl , bills since 1951. Th? hospi'nls 
1\11 1954 did not .up;:! ,. t x;:cri.;ivc x:~cdlcincs like antibiotics, etc. free 
o f  cost. The p:~t~e.nts h:tci ttl r:r:ilc p.t:.n.t:i:. i c r  i l l e ~ !  ?.~'.d the b;lls 
thcr for wcrr sent to t h ~  c.ollicrics. Subscqucntlp in 1956, it cms 
considtwd that as the r r s s  wns being collected for the welfare of the 
tnlncrs, whntcvcv cspcmtilture was considered r-asonable by !he 
doctors, should bc nwt from the Welfare Fund itself. I t  was also 



considered that this new policy might be made applicable wlth retror- 
pective effect. But it was feared that that might lead to claims for 
refunds from persons who had elready paid for the costly medicines 

549. He, however, thought that there was a case for reconsideration 
of the whole matter. Wherever expenditure had been incurred on 
the treatment of miners, it need not be recovered. But in case of 
other items, though smaller in terms of money, the persons concerned 
should be required to pay. Meunwhile, the Government were trying 
to cdlect all t h  arrews. 

Outstanding Recommendation-20th Report (Second Lok Sabha) 
Statutory provision to provide medical facilities to the miners by the 

o w w s  of collieries, para 32. 
550. The Committee were informed that the matter was still under 

e x a h t i o n  of the Government. 
551. The Coramittee then adjourned sine die. 



PROCEEDINGS OF THE FIFTY-THIRD SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON WEDNESDAY, THE l6TH 
MARCH, 1960. 

552. The Committee sat from 15.00 hours to 17'45 hrs. 

PRESENT 

Shri Upendrana th Barman-Chaiwnun 

2. Pandit Jwula Prasad Jyotishi 
3. Shri Radha Raman 
4. Shri Rameshwar Sahu 
5. Shri T. R. Neswi 
6. Shri T. Sanganna 
7. Shri Jaipal Singh 
8. Shri Shraddhakar Supakar 
9. Shri Amolakh Chand 

10. Ra jkumari Amri t Kaur 
11. Shri Surendra Mohan Ghose 
12. Shri Jaswant Singh. 

Shri G. S. Rau, Addl. Dy. Comptroller & Auditot General 
Shri S. Venkataramanan, Accountant General, Centrot 

Revenues. 
Shri P. V. R. Rao, Dnrector of Awlit, F d ,  RehdbilitatiaA, 

Supply, Commerce, Steel and Mines. 
Shri P .  K .  Sen, Directot of Commrciul Audit. 

Shri V. Suhri~ ~nanian-Deputy Secretary. 
Shri Y .  P .  Passi-Under Secretmy. - 

553. The CMlmittee took up consideration of their Twenty-fifth 
Report on the Appmpriation Accounts (Civil), 1966-57 and 1957-58 
md Audit Reports (Civil), 1958 and 1959, Part I and approved, sub 



ject to certain modifications here and there, draft paras relating to the 
Ministries of Rehabilitation, Rehabilitation Finance Administration, 
Commerce & Industry (Nahan Foundry and Sindri Fertilizers and 
Chemicals Ltd.) , Finance and Health. 
-. . .-a*-. -----rr.r'C---*rUIH 

554. ~ h e ~ o m m i t t e e  then adjourned ti11 15.00 hours on Thursday, 
the 17th March, 1960 to take up further consideration of the draft 
paras relating to other Ministries. 



PROCEEDINGS OF THE FTFTY-FOURTH SITTING OF TRE PUB. 
LIC ACCOUNTS COMMITTEE HELD ON THURSDAY, THE, 
17TH MARCH, 1960. 

555. The Committee sat from 15.00 to 17.30 hours. 

PRESENT 

Shri Upendranath Barman--Chairman 

2. Shri T. Manaen 
3. Pmdi t  Jwala Prasad Jyotishi 
4. Shri Radha Rnman 
5. Shri Tiameshwar Sahu 
6. Shrit T. R. Neswi 
7. Shri T. Sanganna 
8. Shri Vinayak Rao K. Koratkar 
9. Shri Jaipal S'ngh 

10. Shri Shraddhakar Supakar 
11. Shri Amolakh Chand 
12. Rajkumari Arnrit Kaur 
13. Shri Surendra hlohan Chose 
14. Shri Jaswant Singh. -. -m Shri G. S. R ~ u ,  Addl.  Dy. Comp!rolIer & Auditor Gcnerat. 

Shri S. V nkataramanan, Accountant General, Centrd  
Re7)eriues. 

Shri P. 1'. R. Rno, Director of Audit. Food, Reha'biltta:ion, 
Suppl!l. Cotnnterce, Steel and 3flnes 

Shri P. K. S:m, Director of Conrnwrcial Audit. 

Shri V. Subrnmanian-Depu'ty Secrctnry. 
Shri Y. 1'. Pnssi-Under S e c r ~ t a r p  



556. The Committee resumed consideration of their draft Twenty- 
fifth Report on the Appropriation Accounts (Civil), 1956-57 and 1957- 
58 and Audit Reports (Civil), 1958 and 1959 Bart I and approved, 

:subject to certain modifications here and there-- 
(i) Draft paras relating to the Ministries of Irrigation & Power, 

Works, Housing & Supply, Commerce & Industry and Steel, 
Mines & Fuel; 

(ii) Chapter I-Financial Results of the Government of India 
(Civil Grants) for 1956-57 and 1957-58. 

(iii) Chapter 11-Budgeting and Control over Expenditure; and 
(iv) Introduction. 

557. The Committee authorised the Chairman to sign the Report 
.and present it to Lok Sabha. 

558. The Committee also authorised S k i  Surendra Mohan Ghose 
to lay the Report on the Table of Rajya Sabha. 

559. The Committee then adjourned to meet again at  15.00 hours on 
Tuesday, the 22nd March, 1960 when they will inter alia take up con- 

.tiideration of the draft paras relating to the other Ministries. 



PROCEEDINGS OF THE FIFTY-FIFTH SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON TUESDAY, THE 22ND 
MARCH, 1960. 

560. The Committee sat from 15.00 hours to 16.15 hours. 

PRESENT 

Shri Upendranath Barman-Chaimn 

2. Pandit Jwala Prasad Jyotishi 
3. Shri Rameshwar Sahu 
4. Shri T. R. Neswi 
5. Shri Yadav Narayan Jadhav 
6. Shri Shraddhakar Supakar 
7. Rajkumari Amrit Kaur. 

Shri G. S. Rau, Addl. Dy. Comptroller & Auditor General. 
Shri S. Venhtaramanan, Accountant General, Central 

Revenues. 
Shri P. V. R. Rao, Director of Audit, Food, Rehabilitation, 

Supply, Commerce, Steel and Mines. 
Shri P. K. Sen. Director of Commercial Audit. 

Shri V. Subramanian-Deputy Secretary. 
Shri Y. P. Passi-Under Secretaly. 

561. The Committee took up further consideration of their draft 
Twenty-fif th Report on the Appropriation Accounts (Civil), 1956-57 
and 1957-58 and Audit Reports (Civil), 1958 and 1959 Part I and ap- 
proved, subject to certain modifications here and there, draft paras 
relating to the Ministries of External Affairs, Food and Agriculture, 
Home Affairs, Information and Broadcasting, Education, Scientific 
Research and Cultural M a i r s  and Transport and Communications 

562. The Committee then adjourned till 14.30 hours on Thursday, 
the 24th March, 1960 to take up further consideration of the draft 
Twenty-sixth Report relating to the Iron & Steel Controller's Organi- 
oation. 



APPENDICES 





6 Education - -  - - --  
S.R. & C. A. 

The Committee suggest that immediate steps be taken to clear the 
accounting arrears that have already accumulated, and a report 
made to them. 

C 9 Defence. - 
Education - 
S.R.&. C.A. 

The Committee regret to observe that in this case too, the Ministry 
of Education had failed in their duty to ensure expeditious sub- 

mission of detailed accounts to Audit. They desire that prompt 
and effective steps should now be taken to clear off the accounting 
arrears. 

Do. The Committee feel that it was most improper on the part of thv 
officers of the Allinistry to have drawn advances much in excess E of requirements and retained them for long periods. In their 0 
view, stern action is called for against those responsible. 

I I Do. 

13 S.R. & C.A. 

W.H. &S. 

Law 

14 S.R. & C.A. 

W.H. & S .  

The Committee trust that the Ministry will go into the question of 
drawing funds on simple receipt forms more thc.roughly and take 
steps to restrict this practice to rare occasions. 

The Committee would like to be apprised of the final outcome of the 
Ministry's examination of the question of recovery from the 
second purchaser of the loss on account of rent of land and 
expenditure on watch and ward from the specified date of clearance 
of site to the actual date of clearance. 

(i) The Committee are of the opinion that a time-lag of over a year 
between the handing over of the land to the C.P.W.D. for relin- 
quishment and the first auction was not justified. 



W.H. 8i S. (ii) The Committee appreciate that as a knowledge of local con& 
tions and of the type of structures was necessary and advantage- 
ous for disposing of buildings and building materials, etc., 
Central disposal in cases of this type was not advisable. They 
would, therefore, like the Ministry of Works, Housing and 
Supply to examine the feasibility of simplifying the existing 
procedure regarding disposal of dismantled materials and of 
other stores which require knowledge of local conditions on site 
with a view to ensuring that the time involved in their disposal 
is reduced to the barest minimum. 

10 17 External Affairs The Committee are amazed that an &cer of the standing of a ------- Supcrintcnding Engiwer should have been so grossly ignorant of 
All other Ministrics his powers in regard to discipl!nary mwer  under the Classifica- 

tion, Control and Appeal Kulcs. They were given to understand 
that the Ministry of Finance have recently iccirculated among the 
officers the Classification, Control and Appeal Rules for careful 
study and strict compliance. The Commitr..e trust that in future 
Ministries would takc serious notice of procedural lapses in 
instituting disciplinary cases by Officers so that Government are 
not put to unnecessary loss as in the present case. 

I 8 External Affairs . ?'he <:ommitrcc w e  not satisfied with the explanation of the Ministry 
for not stopping the subsistence allowance from April 1954 to 
the Officer when thcy came to know of his employment under 
a State Government. It is obvious that the right to subsistence 
:dlowance automaticallv ceases when an officer takes up employ- 
ment elsewhere. 

12 2 I External Affairs The Committee find it difficult to accept the explanation of the 
Ministry that as printing charges in Moscow were heavy they 
thought of printing the material at Rome at a cheaper ratt 





Do. 

o; different types of paper and boards from indigenom r& 
materials. They were given ucderstand that the firm with 
whom orders were placed for equipment had no experience in 
that line of manufacture. 

The Committee were concerned at the large expenditure already 
incurred on this project without any return and desired to h o w  
how it was proposed to utilise the plant. They could not appre- 
ciate how manufacture of pltper from bamboos, waste papers, etc. 
would facilitate research on manufacturing paper from 'indigenous 
raw materials'. 

While t h y  would like to watch the working of this plan-, they 
cannot help observing that the entire project was ill-conceived. 

The Committee find it difficult to appreciate the plea of the Ministry 
that the quantity of timber prescribed in the agreement was based 
on an incomplete appreciation of the working plans and the 2 
capacity of the forests and was on the high side as they were 
earlier informed that out of the 9 tenders the firm of contractors 
in question off'ered 78';/, as royalt! while the others 47% and 
below. They disapprove strongly the tendency to bring in 
considerations which should rightly have been taken into account 
at the time of entering into the contract. Such action cuts 
at the very basis of competitive tendering. There is also the 
risk of contractors assuming that they can always disregard 
the terms of contract with impunity, if penalties are waived 
on a posteriori considerations. 

. The Committee understand that the question of rccovery of royalty 
on the shortfalls is under the active consideration of Govern- 
ment. 'I'hey desire that the matter should be settled quickly as 
the amount due is reported to be Ks. 51.49 M h s  upto 1957- 
58. - - - - -  - - - -  - 



20 38 Agriculture 

Transport 

(i) The Committee deplore the routine manner in which the 
Ministries concerned had acted in the matter of diversion of 
the vessel from Visakhapatnam to Kakinada without appreciating 
the need for urgent action. In  their opinion, the Ministry of 
Transport could well have taken up the matter direct with the 
Agriculture Department in this case under intimation to the 
Mission. Likewise the India Supply Mission could have taken 
up the matter immediately with the shippers without raising a 
controversy. 

Do.1 (ii) The Committee would suggest that Government should consider 
the question of delegation of powers to Missions for negotiating 
diversion of vessels whcnever necessary to the best advantage of 
Government. The Committee were informed that to avoid such 
situations in future, alternative ports of destination were includ- 
ed in the Charter Party. They trust that this together with delega- 
tion of more powers to Missions abroad will avoid recurrence of 
such cases. 

Food (i) The Committee are not satisfied with the explanation of the 
Ministry that as it was procurement time the contractor was 
allowed to start the work before executing the agreement. 

(ii) They are also perturbed over the unduly long delay in finalising 
departmental proceedings.' 

(iii) The Committee would like to be informed of the action takrn 
by Government on the various recommendations of the Board 
of Enquirv. set up in February, 195% . . 



43 Food The Committee suggest that whenever deviations from the pres- --- cribed procedure are made ad hoe the full consequences 
Transport thereof should be examined by all the MinistrieslDepartments 

concerned. They trust that such mistakes in chartering of vessels 
External Affairs will not recur. 

----- 
All other Ministries 

45 Food The expenditure of Rs. 1.01.685 already incurred upto August, 
1958 on its erection and maintenance of the plant at Bombay 
port together with the rent of site on which erected and the 
further expenditure on these counts till the plant is shifted to 
another Port must be regarded as infructuous. 

Do. It was urged before the C~mmittee that diversion of ships and the 
terms therefor were to be mutuall> agreed upon between the 
Government and the shipowners and a letter for diversion could 
be issued only after the terms were senled. The Committee 
are unable to accept this plea without delay. Such diversion 
being an urgent matter, it should be possible to settle the terms 
thereof. They are of opinion that earlier approach to the agents 
could have facilitated the diversion without payment of extra cost 
inasmuch as ships coming via the Pacific from the West Coast of 
America would prefer to call at ports on the East Coast of India. 
The extra payment was apparently demanded by the shipowners as 
the instructions for the diversion of the ship were issued when 
it was too late. 

25 Do. It  was brought to the notice of the Committee that there was a ----- general reluctance on the pan of the shipowners to go to Indian 
Transport ports, specially Calcutta, as they apprehended delays in dis- 

charge. The Committee feel that this is a matter which Govern- 
ment should look into in consultation with the Port Trusts 
concerned. 



Food '. '. b-The Committee were;informed-by Audit that three out of the four 
firms had genuine offers in hand from their principals abroad 
early in March which were kept open for 3-4 weeks. The foreign 
suppliers withdrew their offers as the Indian firms did not open 
the-letters of credit. In the meantime prices of sugar had gone 
up. If so, the Committee feel that it was not correct to say 
that the firms were let down by their suppliers abroad. Nor 
are the Committee convinced by the arguments for the delay 
in opening letters of credit. 'I he Committee feel that such 
untenable explanations advanced by the contractors should not 
be accepted by Government as it would set a bad precedent. 
In their opinion selection of these firms who, it was admitted, g 
had no experience in this line, w-ithout verifying their financial 
standing and capacity to fulfil the contract, was wrong. The 
selection of the fburth firm in particular for a contract of over 
Ks. I crore with the full knowledge that the firm had only a 
capital of Its. I O , ~  and that the director who negotiated on 
behalf of' that firm was convicted for criminal breach of trust 
was questionable. Normal prudence required that stricter 
conditions should have been imposed on this firm for fulfilling 
the contract. On the other hand, the Lomminee are perturbed 
to find that the tirm did not deposit the security deposit and that 
no serious notice was taken of this 1-%lure. I t  was urged at one 
stage that the intention was to encourage Indian firms. The 
Committee wish to point out that if the requirements of sugar 
were urgent as urged by the Ministry, it was hardly the occasion 
to experiment in this manner. 



55 Food --- 
Finance ---- 
C. & A.G. 

57 Home Main'  

Nor were the Committee satisfied with the reasons for s c h g  
down the liquidated damages. The plea that Government 
purchased in chain a large quantity of sugar subsequently at 
higher prices and that there was, therefore, no definite "risk 
purchase" as such against each defaulter and no loss to Govern- 
ment, was untenable. If it were accepted, there is a risk of 
contractors assuming that they can always escape the provisions 
of penalty clauses in their contracts. They would like to draw 
attention to their comments on a similar case in para 34 of thk 
report. 

The Committce were assurrll t h a ~  the compilation of accounts 
would be expcditcd and proforma accounis of the indigenous 
purchase of foodgrains prcparcd. Thc Committce endorse 
t he suggestion of rllc Compr ~ollcr and Auditcr General that the 

ta accounts of foodgrains shoulcl give a cliar and comprehensible ta 
4 picturc of the workirg of i hc schc n x  ?o 1'31 liamcnt and with this 

end in view, the Ministrits ot Finance and Food and Agriculture 
should devise, in conwltation with Auc?ir. the fovm in which 
these accounts should be prcparcci. 

(i),71tjwus sclmirtcd bcfi~r c the Cc~mmittcc t tiat tllc Aclministraticm 
was at fault to a eel-iain cxrcnt in not ltaving sougl~t clarification 
frum Gov~~rnmcnt. 1:ut rht. rcmcjtcncss of thc place and dim- 
cultics in communication wcrc urged as cxtcnuating circums- 
tances. The Committcr wcrc not. hc)\~rwl-. ccmvinccd by this 
explanation. In their opinicln, this is a case in whicll the persons 
who allowed these mistakcs to gtb undctcctcd escaped the conse- 
quences of their negligtnce by lhe pssapc of time. 



(ii) The Committee understand that with a view to safeguarding 
against such typographical errors in future, instructions had been 
issued that in expenditure sanctions, all rates, amounts, ffc. 
should be given not only in figures but in words as well. As such, 
they do not wish to press the case further. 

59 Home Affairs' The Committee consider the non-adjustment of accounts as a 
---.---- +-- serious irregularity. Thry have repcatcdly deprecated the 
All other Ministries tendency of keeping large sums under suspense and thus 

vitiating parliamentary control. In this connection, they would 
invite the attention of all the Ministries to their recommendations 
made in paragraph 14 of their Tenth Report (First Lok Sabha). I 

60 Home Affairs The Committee would like to be informcd ofthe action taken by 
Government in this case and reserve their opinion till then. 

Do .g The Committee would like to know the latest position in regard 
to the adjustment of the interest of Rs. 8,447.50 due from the 
ex-ruler. 

Do. 

63 Do. 

The Committee would like to watch the working of the Resin 
and Turpentine Factory, Nahan, under the new set-up through 
future Reports. 

The Committee feel that a more energetic drive is necessary to 
recover the balance of Rs. 3,78,315 some of which had beep 
outstanding since April, 1952. 



Do. 

Do. 

Do. 

The Committee would await the findings of the Board of Enquiry 
and action taken by Government thereon in the case relating 
to the shortage of foodgrains. 

The Committee were informed that the Sarva Seva Sangh had 
refunded the balance, but the accounts were still under scrutiny 
by the Orissa Government. They would like to have a further 
report in due course. 

The Committee regret to learn from the Secretary of the Ministry 
that the experiment of trying to manage the Gramdan villages 
through a non-official organi~ation has not been a happy one. 
They view with concern that such works involving huge financial 
commitmen@s should have been entrusted to organisat ions about 
whose capacity there was no sufficient knowledge or data. 

Do. It is not clear to the Committee how the State Government or - -- - - - - -- - the Government of India satisfy themselves about the proper 
Finawe utilisation of the grant. The Committee are aware that 

------ -- the grants-in-aid under the first proviso to Article 275 of [the 
C. & A. G. Constitution have been made obligatory by the Constitution 

itself and are not to be determined by Parliament by law. Never- 
theless, they feel, considering the large sums involved a procedure 
should be devised by which the C & A. G. will be in a position 
to report to Parliament about the utilisation of the grants for the 
purposes envisaged by the Constitution. 

71 Information and Broad- Tko Committee feel that much more needs to be done to make the 
casting public radio-minded. Introduction of a cheap radio set in the 

market will be a measure which would be widely appreciated 
by prospective listeners of small means and the Committee are 
unhappy to note that Government have not made much headway 



in this direction. I t  will be worthwhile to enlist the co-operation 
of the private industry in the production of cheaper sets with 
suitable incentives. Linking the rate of licence fee to the price 
of a set will act as an incentive to the prospective buyer in the 
lower income group and in turn to the industry. 

74 T~nnqhrt& Communications (i) The Committee would like to know if the exchange of pre- 
------- - m i s s  between the Tourist Office and Air India International 
h d  A&airs. has since taken place. 

(ii) The Committee are not satisfied with the manner in which th  
case regarding acquisition of prcmises for the Tourist Office had 
been dealt with. Had the hlinistry of Transport referred the 
matter to the Alinistry of External Affairs on receipt of the first 
intimation from the Alission abroad about shifting part of the 

e premises, there was a possibility of the negotia- 
tions for le e being given up. Embassy '"2 

(iii) The Ministry of External Affairs are also to blame in that they 
did not stick to their earlier decision but were constantly raising 
hopes in the minds of the other Ministry by their subsequent ac- 
tion over a period of' 3 pears. The result was that the Ministry of 
Transport could not !ake any aaion on their own to settle the 
problem. 

75 Transport & Communica- The Committee are of opinion that if cases of purchase of property 
dona (Deptt. of Transport.) and lease hold lands in foreign countries are channellised through 

the Ministry of External AfFairs and the Mission in the country 
All otha Ministries. concerned, it would ensure the best co-ordination which is very 

necessary to cut down all unnecessary outlay. 



76 Transport& Communica- The Committee would like to be mformed of the final outcome 
tions (Deptt. of Trans- of the disciplinary case against the Tourist Officer and also the 
Pan). remedial measures taken by Government to obviate recurrence of 

such cases. 

Do. The Committee are concerned to learn that even after making 
the Oil Jetty usable at a further cost of Rs. 5 lakhs the prospect 
of its being used fully is not bright unless the traffic increases 
by about _co?(, of its present level. They trust that Government 
will do all they can to facilitate the full use of the new Jetty in as 
short a time as pnssible. 

Do. The Committee would like to be informed of the settlement 
regarding mxccss payment made to the contra~zor in due course. 
They suggest that Ciovernment should also institute an enquiry 
to investigate the circunlstances in which payments were made to 
the contracror and fix responsibility therefor. N 

W 
U 

83 Do. -. 
45 1 he Committee would watch the rcsults of the measures adopted by 

Hindustan Shipyard (P) Ltd. to contrvl costs. etc. through sub- 
C .  and A.G. sequent Audit Reports. 

46 84 Transport& Communica- The question of claiming conipcnsation from the Technical Con- 
tions. sultants for the losses sutfcrcd by the Shipyard due to defects in 

- --- .. - --- plans and Jcsigns should be finaliscd quickly and result intima- 
(Deptt. of Transport) ted to the Committee. 

47 86 Transport & Communica- .The (hmmittce would await the information called for from 
tions thc hlinistry of Transport and Chmmunications regarding loss 

due to caking of ccnicnt before recording their opinion on this 
(Depn. of Communica- case. They regret to observe that too long a time is taken by the 

tions & Civil Aviation) Ministry in furnishing the note. 



48 89 Transport & Communica- (i) In view of a clear stipulation in the lease agreement that the lessee' 
tions. should, if required, remove the buildings and structures owned 
. . - - - - . - - . by him and deliver the land to Government, without any compensa- 

(Deptt. of Communica- tion . it is surprising why the authorities did not choose to ex& 
tions & Civil Aviation). cise this right when the lessee refused to pay the enhanced rent. 

Do. 

Do. 

(ii) The officers, who took the decision to purchase the building with- 
out properly considering its utility, have erred grievously. Fur= 
ther it is strange that the authorities should have taken six years to 
come to a decision regarding the demolition of the structures which 
could not be put to any usc and incurred an avoidable expenditure 
on watch and ward. M 

W 
N 

As a commercial undertaking, the Committee see no reason why 
the Corporation should offer freight rates which do not cover its 
working expenses. The Comminee feel that there is scope to 
bring down the working expenses. They trust that an all-out 
effort will be made to minimise them. The Committee will await 
a report about the measures actually adopted to achieve this 
end. 

The Comminee understand that the question whether the State 
Governments, at whose instance uneconomic fines were 
being operated, should share the losses incurred by Indian 
Airlines Corporation, was under examination of the Governpent. 
They feel that an early settlement should be reached in the 
matter. 



The Committee are concerned at the delays that have occurred id 
fixing norms of output for various categories of workers, without 
which the management has deprived itself of a vital instrument for 
controlling costs. The Committee trust that the Corporation 
will take a decision in this matter without further loss of time to 
enable it to consider, on this basis, ways of raising the co-efficient 
of efficiency of its workers. 

53 97 Transport & Communica- In the opinion of the Committee the shifting of Administrativf 
tions. offices of 1,A.C. to Dum Dum indicates lack of proper planning 

and foresight on the part of the Corporation which resulted in 
(Deptt. of Communica- large avoidable expenditure. 

tions & Civil Aviation) 

Do. In the absence of detailed specifications a b u t  the work of renova- 
tion of booking offices, the Committee fail to understand how 
the authorities could determine the cost of work and satisfl them- 
selves that the contractor was not paid at higher rates than were 
necessary. Further the Committee also feel that the manage- 
ment should have displayed more austerity in spending on such 
items especially when the booking offices are located in hired 
accommodation and the Corporation was incurring losses every 
year. 

Do. The instances of irregular payments of allowacnes and other emolu 
ments referred to in sub-para (vii) of para 55 of Audit Report, 1959 
indicate the need h r  tightening up of the Administration. 

Do. The Committee would like to emphasize the need for closer watch 
by a senior ofticial over the recovery of amounts due to the Cor- 
poration. 



56 104 Transport& Communicn- The offixers through whose negligence the Corporation suffered 
tions the loss of Radio Equipment should not escape departmental pu- 

nishment merely because it was difficult to  establish their mala- 
(Depn. of Communica- Fde. The Committee are unhappy that the officials who were 

tions & Civil Aviation). guilty of negligence in this case were not dealt with timely 
but were allowed to leave the Corporation. They trust that in 
future such cases will be dealt with severely. 

Do. The Committee attach great importance to proper maintenance 
of accounts and periodical verification of stores. Stores are 

C. & A.G. cash in another form. They would urge upon the Corpora- 
tion to give this matter serious attention. They would like to be 
informed of the progress made in the matter through subsequent 
Audit Reports. 

58 108 Transport and Communi- The G,mmittee would like ti) know how the surplus and obsolete 
cations aircraft spares are proposed to be disposed of. 

(Depn. of Cmmmunica- 
tions and Civil Aviation) 



APPENDIX I1 
(Referred to in Para 30 of the Report) 

GOVERNMENT OF INDIA 

MINISTRY OF FOOD & AGRICULTURE 
(DEPARTMENT OF AGRICULTURE) 

Audit Report (Civil) 1958-Part I 
1. Delay in execution of sch.e?ne, Para 22, Pages 21-23. 

A note exploring the feasibility of producing security paper for 
currency purposes a t  the pilot plant referred to  in this para. 

In his report (August 1957) on the enquiry into the  delay in 
setting up of the paper plant at the Forest Research Institute. Dehra 
Dun. Profes.;or hI. S. Thacker, Secretarv. Minis'ry of Scientific Re- 
searcl~ & C ~ ~ l t u r a l  Affairs. made the following suggestions:- 

"I suggest, the possibility of  sing this plant for producing 
special qualities c ~ f  paper irhich arc requ:lred in lirni~cti 
(1uantitit.s f 'o~ '  (h\'ernment use such as for security 
printing, should bc ful!y explored so as to derive t k  
maximum hencft ou' of this equipment." 

This suggestion was accepted. It was also ascertained from the 
film which supplied !he& rnuchi~-tcl,:\. and equipment for t h e  paper 
plant that t he  plant contained all necessaiy equipment for thc  manu- 
f u c t u ~ ~  01 \.ai.ious lypes ( > I  paptlr and board including currency 
paper, bank note pnpt.rs and o?iler security papers. 

2. A suggestion had also been ~weiveci  from the Development 
Wing of thcb Ministry of' Commclw . . i ~ i i  Industry that one of ~.ilc! 
priority investigations to be undertaken with the plant should be 
to cndcavour to  plwiucc cat,::.idge paper of ;he specifications requir- 
ed by the Ministry of Dcfrnct.. 'The Special Commitiee st!t up  
under thc Cl~airmansllip of DY. J .  W. Whitakar (Llirec:tor, Indial: 
S&ool of Mines, Dhnnbad) tc, p r o l ~ c s s  the completion of this pro- 
ject. c-c~nsi&rcd t)1(1 ,~:;<.cc'.tion mnctc hy Prclf. Thackc:. and observed 
as io1lows:-. 



para (iv) of Section IV-General-of Prof. Thackerb re- 
port of 20th August 1957. are  not fulfilled. The Com- 
wittee, therefore, considers that this project of running 
the plant on a commercial scale to utilise the full capa- 
city of the plant is not likely to be feasible. This plant 
should be worked only for purposes of Research and 
Education lor which i t  was nteant and limited supplies 
of special types of papers as envisaged in Prof. Thacker's 
report-para (v)-should be manufactured within avail- 
able resources of power and water and after #orking 
out the economics of such a project carefullv." 

Accardingl\- it is intended that, alter the plant is commissioned, 
investigations should be taken up on the feasibility of producing 
special t y p ~ s  of papel. utilising the surplus capacity of the plant 
nftcr meeting the requirc~ments of resrarch and training for which 
it is primarily intended. It will also bc neuessarv. as suggested by 
'.he VThitakar Committee, that the  wonomics of suck production 
should be worked out carefully. 

3. In June, 1959 an  enquiry was received from the Ministry oi 
Finance whether this plant could be handed over to  them for use in 
their project for setting up a security paper mill. That Ministry 
was informed that while it would not be possible to hand it over 
as desired, we would be glad to make available its spare capacity 
for producing limited supplies of special types of paper like secu- 
rity paper after the possibility of its use for this purpose had been 
investigated and established. It was, however, unders!tmd that the 
Finance Ministry was not interested in operating any  plant in Dehw 
Dun and in any case in sharing the use of the plant with any othw 
organisation and the matter had. thet.eforc*, been dropped. 

4. The erection of the papw plant i s  t ~ o ~ i .  c.otnplct(,. The rest of 
the installation is espected to he c~ompl~~tecl by t h ~  cnd of Febru- 
ary, 1960. In March 1380 the entire plant is. thereforr, expected to  
go into operation. Meanwhile trial runs have alrcady been undcr- 
taken on the paper machine utilising locally arranged pulp in the  
beaters. 

5. It has been possible 1.0 arrnngc for the wa tw supply wquired 
lor running the plant to its full capacity of 6 tons per day by instal- 
ling a tubewell with a capacity of about 30.000 gallons per hour. 
Arrangements have also been made for additional electric! power 

-of 650 KVA against the total of 800 KVAs wquired for o p c r a t i n ~  
the  plant to its full capacity. As regards raw material. this will h a  
obtained from various sources including Iwal resources, for thr  
purposes of training and t.eseurch and also for limited production 



yrposc* if ultimately it is decided to undercake production even 
of a limited scale. 

6. To sum up, the feasibility of producing special types of paper 
will be investigated after the plant has been fully installed. If the 
investigations show that it will be possible to produce such paper 
economically, the production of such paper will be taken up to the 
extent of the spare capacity available after the requirements of 
training and. research have been fully met. 

AMEER RAZA, 
Joint Serwtary to the Govt. of hndia, 

Ministrll of Food & Agriculture, 
(Deptt. of Agrirultur?). 




