
P.A.C. 98 - 

PUBLIC ACCOUNTS COMMITTEE 
1963-64 

TWENTY-SECOND REPORT 

(THIRD LOK SABHA) 

[Finance Accounts of Central Government, 1961-62- 
Chapter I of Audit Report (Civil), 19531 

L O K  S A B H A  S ' E C R E T A R I A T  
N E W  D E L H I  

March, 1964/Phalguna, 1885 (Saka) 
Price : Re o c o nP. 



LIST OF AUTHORBED AGEN rS OF LOR SABHA SECRETARIAT 

ANDHRA PRADESH I I. The International Book PUNJAB 
House, Private Ltd., 

G. R Lakshmipathy 9, Ash Lane, Mahatma 23. The English Book Depot, 
Chetty & Sons, General Gandhi Road, Bombay-I. 78, Jhokc Road, Feroze- 
Merchants & News Agents, porn Cantt. 
Newpa, Chandragiri, 12. The International ~ o o k  
Chittoor District (Andhra Service, De- Gymkhana, 
Pradesh). Poona-4. 

13. Charles Lambert and - 
Company, 101, Mahatma 
Gandhi Road, Opposite RAJASTHAN BIHAR Clock Tower, Fort, 
Bombay. 24. Information Centre, Govt. 

'Jagriti', Bhagalpur-2. of Rajasthan, Tripolia, 
14. The Good Companions, Taiour Citv. Raiasthan. - .  -. , Raspura, Baroda. 

r 5. The Current Book House, 
GU JARAT Maruri Lane, Raghunath Dadaii Street, Bombay-I. 

Lok Milap, District Court 
Road, Bhavnagar. 16. Deccan Book Stall, Fer- 

gusson College Road, UTTAR PRADESH 
The New Order Book Poona-j. 
Company, Ellis Bridge, 25. Swastik Industrial Works, 
Ahmedabadd. 17- The New Book Company 59, Holi Street, Mcuut 

(P) Limited, Kitab Mahal, City (u.p.1. 
188-90, Dr. Dadabhai 
Naoroji Road, Bombay. 26. A.H. Wheeler & Com- 

pm (Private) Limited, 
MADHYA PRADESH 15, Kgin R M ~ ,  ~ l ~ b b a d .  

The National Law House. 27. Law Book Company, 
Near Indore Library, Sardar Patel Marg, 
Opposite Old High Court Allahabad-I. 
Building, Indore. MYSORE 18. Goel Traders, 100-C, 

New Mandi , Muzaffamagar. 
Modem Book House, 286, 
Jawahar Ganj, Jabalpur-I. 18. Makkalapustaka Press, 29. B.S. Jain & Company, 

Balamandira, Gandhi 71, ~ b ~ p u r a ,  M ~ O T -  
Nagar, Banglore-9. nngar. 

19. People's Book House, Opp. 
MADRAS Jaganrnohan Palace, 

Mysore-I. 
The Kaloana Publishers, 
~oolrselle~s, ~richino~oly-3.  20. p m j e ' s  Book House, 

Koppikar Road, Hubli. WEST BENGAL 

The Imperial Book Depot, 
266, Mah.tma Gandhi 
Road, Poona. 

30. M.C. Sarkar & Sona 
(Private) Limited, 14, 
Bankim Chattcrjee Street, 
Calcutta-12. 

31. W. Newmnn & Company 
Limited, 3, Old C o w  

ORISSA H o w  Street, Cnlcutt.. 
The Popular Book Depot 
(Registered), LPmington 21. The Cuttack Law Times 32. Thackcr S p i d  & Company 
Rood, Bombay-7. Office, CunocL-2. (1933) Private Ltd., 3, 

Es~lanaclc h s t .  CakutU-I. r 

Mls. Sunderdns Gianchand, 22. Ekam% V i d y ~ b h a h ,  
601, Girg.um Road, 6, &tern T m a  b m  33. Pirrm. K. L. Mukhom- 
Near p h  street, NO. 3, Bhuv~erhw~r-3,  dhyay, 6/IA, Banchharun 
B0Pnb.y. Ortu.  AL;rur Lane, Cdam-~n 



CORM CE NDA 
TO 

THP: TbE NTY-SECOND REPORT OF THE P * A .  C e  

( 1963-64) 

PaRePara L a  aa* For 
Table 2nd heading Budge t & 

Estimates 
2nd l a s t  a lculat ing 
S U ~ -  
para 

I5 eas te rn  
sector  

Table I t e m  4 90.05 
10 

Last 10 i ns ti t u -  
sub- t i o m ;  
para 

1 Department 
3 2 by 118.79 

l as  t rece ip t  

Fudget 
Estimates 

f calculating 

Eas tern 
Sector 

i n s  t i  t u -  
t ions,  

Departments 
by RS 118.79 
re ceip ts 



Sub- 7 
para 4 

heading of para 5 

2 nd 20- 2 1 
sub- para 
10 . i9 

2 : - 
m 

account 

being 

Grant-i * aid 

co nce r ns 

Cove rnne nt 
charge 

' ~ l i n 1  
tah t  
re come nde d 

Read 
accounted 

being so 

Grants-in-aid 

given an 

co nce r n  

Gove rnme ntal 
charge 

'Plant1 
t ha t  
re cornme nd 

eastern sec tor  Eastern Sector 



C O N T E N T S  

Cumpolition of the I'ublic Accounts Co:nmlttee (1963-64) . 
Introduction . 

I .  General . . . . . . . . . . 
11. 1:xpenditure n Rrvcnuc Account . . . .  
111. Debt position . . . . 
1V. Loans and Advances by the Central Government 

V. Guarantees given by the Cxntral G wrnrncnt . 

I'rc~'ceding\ o f  the sittings of the Public Acct)unt. Committee held 
on thc 3 1 s t  January, 1964 and 7th hlarch, 1964 



PUBLIC ACCOUNTS COMMITTEE (1963-64) 
CHAIRMAN 

Shri Mahavir Tyagi 
MEMBERS 

2. Shri Ramchandra Vithal Bade 
3. Shri S. C. Balakrishnan 
4. *Shri J. B. S. Bist 
5. Shri F. P. Guekwad 
6. Shri Gajraj Singh Rao 
7. Sardar Kapur Singh 
8. Shri R. K. Khadilkar 
9. Shrimati Maimoona Sultan 

10. Shri Mathura Prasad Mishm 
11. Dr. Ranen Sen 
12. Shri Prakash Vir Shastri 
13. Shri Ravindra Varma 
14. Shri P. Venkatasubbaiah 
15. Shri Vishmm Prasad 
16. Shrimati K. Bharathi 
17. Shrimati Maya Devi Chettry 
18. Shri B. D. Khobaragade 
19. Shri Dahyabhai V.  Pate1 
20. Shri S. D. Patil 
21. Shri Sadiq Ali 
22. tPandit S. S. N.  Tankha 

SECRETARIAT 
Shri H. N. Trivedi-Deputy Secretary 
Shri Y. P. hssi-Under Secretary 

-- ---- - - -. -- 
*Declared clcctcd on the 29th November. vice Shri Bhaknt Darshan ceased 

be a Member of the Committee on his appointment 8s Deputy Minister. 
tDcclarcd e\cctc.\ on thc 29th August, 1963 vice Shri Nawab Siwh Chauhan. 

(ii i) 



INTRODUCTION 

I, the Chairman of the  Publlc Accounts Committee, as authorised 
by the Committc~c~, do present on t h e n  behalf, this Twenty-second 
Report o n  thc F ~ n a n c e  Accounts of the  Central Government, 1961-62 
and c*onntWc.d t ludl t  Report ( C I V I ~ ) ,  1963 (Chapter I ) .  

2. The Audlt Report ( C ~ v l l ) ,  1963 and Flnancc Accounts, 1961-62 
werc lald on thc T ~ b l v  of :hc House on the  18th April. 1963 and 29th 
April 1963, r c ~ p ~ c t i v t ~ l y  The Comnuttce examined them at their 
slltinp held on the 3 1 q t  January.  1964 A brief record of the proceed- 
iqgs of thr s ~ t t ~ n g  of t h c  Comm~t tce  has been ma~ntained and forms 
Part I! o f  the Report 

3. Thc  Cornmi~ter considered and finalised this Report a t  their 
si?t:ng held on thc 7th March, 1964. 

! A statement shown,n the summary of the m i n  conclusions' 
recommendations of thc Committee IS appended to the Report (Ap- 
prmd~.; 11) For facillt\. o f  reference these have been printed In thlck 
type in t he  body of the Report. 

F T h e  Cornmltttv place. on record thelr appreciation of the asslst- 
ancr rendered to thcm In their esam~nnt ion of these Accounts by the  
Cnmptroller & Auditor General of India. 

They would also like to express their t h n k s  to the officers of t h e  
Miriktrg of Finance for their co-operation in giving detailed informa- 
tion t o  the Committec during the course of evidence. 

NFW DELHI. MAHAVIR TY-4G1, 
Murclt, 9. 1964 C h m r ~ n n n ,  
- - -  

Phalgunn. 12. 1885 ( ~ a k a ) .  Publzc Accounts Covrmittee. 



I. GENERAL 

AUDIT REPORT (CIVIL), 1963 

Para 1, page 1, 
The Budget estimates and actuals for 1961-62 under Revenue and 

Capital Accounts, as compared with the corresponding figures for 
1956-55 and 1960-61, are given below: 

(In crores of rupees j 

Receipts Expenditure 
-------.- -- --------- 

Hudpet Actual~ Variations Budget Aauals Variat~ons 

The excess of ac tua l~  uvcr the budget estimates under 'Revenue 
Receipts' and the shortfall in 'Expenditure on Capital Account' as 
compared with the budget provision heve been substantially greater 
in 1961-62 than during the two earlier years shown above. 

Taking receipts and expenditure on Revenue Account together, a 
(deficit of Rs. 5.57 crores was converted into a surplus of Rs. 124.86 
crores in 1961-62, showing a total variation from the budget of Rs. 130 
crores. The corresponding variation in 1960-61 was Rs. 111 crores. 

In  evidence, the representative of the Department of Economic 
Affairs stated that while every effort was being made to achieve ap- 
proximation between estimates and actuals in respect of both receipts 
a n d  expenditure numerous variable factors which were inherent in 
the system made it extremely difficult to  avoid large variations. The 
Committee pointed out that Parliament approved taxation proposals 
-of Government with reference to the revenue needed to meet the 
expenditure for the year, so it was required of the Finance Ministry 
to place correct estimates of receipts from the wrious taxes. In ex- 
tenuation of the wide gap between anticipations and actuals, the 



Secretary. Department of Revenue and Espenditure stated that the 
rates of taxes were fixed not on the lms~s of the expenditure on Revc- 
nue Account alone, but after taklng into account the entire cxpendi- 
t u r ~  on Revenue and Capital 4cccwnts An analysis of the last few 
budgets showed that deficit financmg had been proceeding at n much 
higher rate than what was assumed In the Third Plan. The Secrc- 
tary. Department of Econonlic Affairs agreed that ~t was des~mble to  
be 2s accurate ns possible In framing estimates. but urged that, in spite 
of the best efforts, wide va r~a t~ons  occurred All the same. the wit- 
ness held the vlew that these varlzit!ons ~vm-c cconomicallg In the 
ri~ght direction The Conlnlittec think that if the estiniated gap 
between resources and expenditure closely approximate5 to the actual 
gap. i t  would he more heneficinl to the economy A wider gap shown 
in the estimates tends to release inflationary trends. Realist ir esti- 
mates in respect of both resources and espcnrliture arc, therefore, im- 
peratively necessary. 

2. The Commlttee will now discuss the measures t o  improve vsti- 
ma:ing of revenue receipts and expenditure. 

(i) Revenue Estimates 

While examining the A u d ~ t  Report (Civil) on Revenue Receipts, 
1963. the Committee had discussed. with the representat~vc of the 
Department of Revenue, the reasons for wide variations b e t w e n  
budget estimates and actuals in respect of Customs, Un~on  Excise 
Duties and Tncome-tax and Corporation-tax (c.f. paras 1. 6, 22 and 38 
of the Twenty-first Report of the Public Accounts Committee-Third 
Lok Sabha). The Commlttee were then informed that the question 
of improving the system of estimating Revenue Receipts was being 
dealt with by the Department of Economic Affairs The Committee, 
therefore, took the opportunity of discussing this matter further with 
the Secretaries of the Department of Economic Affairs and the 
Departments of Revenue and Expenditure. 

The variations between the estimates and actuals in respect of 
the Union Excise Duties (Rs. 54-69 crores during 1961-62) were attri- 
buted to ( i )  new items brought under taxation every year in rcqpect 
of which adequate statistical data were not available; (ii) diities 
levied during the course of the financial year which could not be 
foreseen, such as additional duty levied in September, 1961 on 
certain petroleum products to wipe out profits on the import of crude 
oil which resulted in considerable increase in revenue and (iii) 
collection in the month of March of new duties announced in the 
budget proposals on the last day of February. I t  was urged that the  
variation in respect of the items that were already subject to duty, 



for which statistics were available, had been of the order of  about 57, 
only, In spite of variations in industrial production, consumption 
pattern, prices ctc. Asked to state the steps taken to collect adequate 
statistical data, the Secretary, Departments of Revenue and Expendi- 
ture stated that the  question of compulsory submission of information 
by a large number of industrial units had been recently considered 
by a Commjttee appointed by Government. 

With regard to Customs Duties, ~t was stated that variations bet- 
ween Es t~mates  and Actuals occurred due  to change in thc  ~ m p o r t  
pollcy of the  Government and ~ s s u c  of utl Iloc import licmccs during 
the course of the ycar. As regards Income-tax and Corporai:on-tax, 
the mcreased collcct~on was a t t r~bu tcd  to a special drlvc undertaken 
d u r ~ n g  the coursc. o f  the la5t three years to expedltc nssc.ssments and 
recoveries It was urged that the re5ult of these s tcpi  could haidly 
be fore-seen at the time of framinc thr estimates Askcd if  t he  local 
officers ZX., Collectors of Central Excise and Customs, and Comrnis- 
sioners of Income-tax had not a tendency to under-estitnatc revenue 
in order to take credit for more collections than cbst~mated, the  
Secretary. Department of Rel?cnuc and Espenditure stated that no 
officer carned apprec~ation on that account Moreover. the flilin~strv 
did not entlrcly depend on the  estimates received from the local 
officers Actuallv 3 or 4 sturl~es from d~fferent  polnts of vlexv were 
made to arrive at the amount of revenue likely to be collected 

The Committee drew attention to  the decreasing pc.rcentagc of 
variations between budget eqtimntcs and actuals in this regard in 
U.K. (as indicated in para 1 of the Twenty-first Report nf :ht. Pli!l!ic 
Accounts Commit t e c T h i r d  Lok Sabha) : 

Percentage of variation of 
Year *Exchequer Receipt to Budget S. Estimates 

Inland Revenue Custom\ and Excise 
I 959-60 . . 5 -1 (excess) 6 .  r (exccsc) 
rg6odr . . 2 .o (la<> o . S (lecs) 
1961-62 . I . 3  (exc~ss) I .7 (less) 

(As a matter  of interest, the Committee would like to mention here 
that in the  case of U.S.A. the variation of actuals to estimatest of 
Administrative Budget Receipts for the year ending 30th June,  1962 
worked out to-l.l(j;,. In Canada, the variation of actuals to budget 
forecast$ of Revenue for  the year ending 31st March. 1962 came to  
only -0.610j)). 

*The lixchequer rcccipt includcs ur~rcal~sc\l remirtanccs brought forward from the 
previous year. 



In para 1 af their Twenty-first Report (Third Lok Sabha) on 
Revenue Receipts, the Committee have already expressed their con- 
cern over under-estimating of Revenue Receipts as compared to the 
actuals to the tune of 12y0 (Rs. 118.79 crores) during the year 1961-62 
and 15y0 (Rs. 204.37 crores)* during 1962-63. Two main factors 
widen the gap between etsimates and actuals mk., lack of sound 
statistical basis and conservatism in estimating. I t  was urged by 
the Secretary, Department of Economic Affairs that in the context 
of the developing economy in India with new taxes of sizeable order 
levied every year and with inadequate statistical surveys, the varia- 
tion was bound to be wider than in countries which had already 
reached a certain level of development and stability. The Committee 
were assured that the Ministry would endeavour to achieve closer 
approximation between cstirnates and actuals, but no tangible results 
could be expected in the next one or two years, as new factor.; respon- 
sible for variations were hehg suddenly injected. While the 
Committee appreciate this. they crnphasise the need for adequate and 
detailed statistical surveys in regard to industrial production, per- 
sonal and company incomes, etc.. and for re-orientation in the 
approach of the officers to avoid undue conservatism in estimating. 
(ii) Over-estimating of expenditure 

3. The total saving in the grants for capital expenditure was 
Rs. 92.54 crores (17.5 per cent) in 1961-62 as against Rs. 37.98 crores 
(8-5 per cent) in 1960-61. The broad headings under which the 
savings occurred are indicated below: 

-- (In crores of rupees) 
.- 

Budget 
Heads 

-. - --- 
estimates Actual~ Savings -- 

Schemes of Government Trading 
Railways . 
Delhi Capital Outlay 
Defence Capital Outlay . 
Transfer of Development Assistance 

from U.S.A. . 
Public Works . 
Broadcasting . 
Agricultural Improvement and Research 
Other Miscellaneous Heads 

. ---- -- --- 528.87 436.33 9 2 - 5 4  - - - - - - - 
In evidence, the representative of the Department of Economic 

Affairs stated that one of the causes leading to savings was delay or 
failure in procuring stores from abroad. Also if book adjustments 
of axpenditure incurred were not made for some reason or the other 

*Tk fipurc ~ . f  Ro 21: 4 1  crores shown in  para r of the Twenty-first Report of the 
P.A.C. {Thlrd 1.ok 5 .  Lha w d %  prwiqional. 



savings occurred. Explaining the measures taken to avoid large 
oavings, the witness stated that the administrative Ministries were 
-required to make a constant review of expenditure during the course 
of the year and maintain a record of likely debits as recommended 
by the Public Acc0un.t~ Committee. It was urged that in spite of all 
possible efforts it was extremely difficult to achieve closer approxi- 
mation of actuals and estimates. 

The Committee feel concerned at large savings in the Capital 
expenditure during 1961-62 (Rs. 92'54 crores). This indicates that 
the administrative Ministries are over-optimistic about the imple- 
mentation of the various schemes. The Committee reiterate the 
observations made in paras 5 and 6 of their Ninth Report (Third Lok 
Sabha) that the administrative Minktries should work out details 
of the various projects and schemes included in the Plan in advance 
of their inclusion in the Budget, and that only such schemes should 
be included in the Budget as have a reasonable prospect of being 
carried out during the gear. The Committee have also recommended 
the imposition of a lumpsum cut in respect of the overall provision 
under a grant in respect of which savlngs are a recurring feature, 
allowing the administrative Ministry to obtain a Supplementary 
Grant later, if necessary. The Committee desire that an early deci- 
sion should be taken in the matter. 

The Committee also note that in spite of delegation of powers made 
some years back to the administrative Ministries to incur expendi- 
ture, large savings continue to occur. The Committee desired the 
Ministry of Finance to examine the feasibility of making the financial 
control exercised through the Financial Advisers attached to the 
various Ministries more effective. The Secretary. Department of 
Economic Affairs promised to review the position in this regard. 
The Committee would like to know the outcome of this review. 

The Committee have an apprehension that owing to delegation 
of more powers and the provision of funds on a liberal basis, there 
has been a tendency to overlook avoidable expenditure. When more 
funds are available. there is the usual rush to spend the amount to- 
wards the end of the financial year, so that funds may not lapse. 
This tendency requires to be curbed. 

Contingent Expenditure 

4. The Committee would like to mention here that they have a 
feeling that there is a scope for txonomy in expenditure that is 
usually incurred by the various departments of Government under 



the  nomenclature "contingent expenditure". Contingent expendi- 
ture has been defined as "all incidental and other expenditure includ- 
ing expenditure on stores, which is incurred for the management of 
an  office, for the working of technical establishment such as a labora- 
tory, workshop, industrial installation. store depot, and the like but 
does not include any expenditure which has been specifically classified 
as falling under some other head of expenditure. such as 'Works', 
'Stock'. 'Tools and Plant'." 

The Committee would like the Ministry of Finance to examine 
carefully the various items of expenditure that are included by 
different Ministries and Departments under this nomenclature with a 
view to ascertaining whether any amendment in thc definition of 
this nomenclature is necessary to clarify the nature of expenditure 
included thereunder The powers delegated to different authorities 
to incur cspe:lditure under the nomenclature "contingent expen- 
diture" should also be re\+iewed with the object of achieving econo- 
my. In this connection the Committee also recommend that the 
provision on certain items such as inaugural ceremonicq, laying of 
foundation stones, etr .  should be exhibited separately in the budget 
with a view to apprising Parliament of the quantum of such expen- 
diture. The Committee also feel that during the period of emer- 
gency, expenditure on such items should be substantially curtailed 
if not eliminated altogether. 



Page 2, para. 3. 

5. The expenditure on revenue account during the  year 1961-62 
showed an increase of about 10 per cent. over that  in 1960-61 and 
103 per cent. over that in 1956-57. The increase is analysed below: 

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

Increase 
during 

the 
1956-57 1960-61 1961-62 six 

Years 
ending 
1961-62 

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

( I )  Collection of Taxes, Duties 
and other Principal 
lie\.enue\ . 1K.10 31  .57 28.76 ro 66 

(iri 1 Social and Development 
Seri7ices . 9 3 . 2 2  214.63 155.92 62.70 

..- 'I'oI \ I  . . 15-89  9 2 1 5 3  l o r 1 8 8  5x3'99 
-- - - - - - - -- - - - - - -- - 

E 4 !)e)tLilt  1~1.c 0 1 1  r ? d t ! ~ ~ t l l . s t r ~ t l l . ( ~  Str1~tccs-para 4 ( b )  . p a g c  3 

I'hc cxpc.ndltur-c on the Adrnlnistrati\.c Ser\,lces during the year 
o f  Rs 21.16 crnrcs (S', ) over that in 



Explaining the reasons for the increase of expenditure on Police 
from Rs. 6.42 crores in 1956-57 to Rs. 18-76 crores in 1961-62, the 
representative of the Department of Economic Affairs stated, in 
evidence, that the responsibility for maintaining law and order in 
the border areas being that of the Centre, it was conducted by a 
combined agency, and the Central Government had to suggest var- 
ious measures to increase the efficiency of the State Police in the 
border areas. The Committee desired to be furnished with a note 
stating the break-up of expenditure on Police for the border areas 
and other territories for the years 1956-57, 1960-61 and 1Ml-62. The 
information is still awaited. 

Expenditure on Social and Dez)elopment Services-pages 3-4, para. 
4 ( c ) .  

6. Service-wise analysis of the expenditure on Social and De- 
velopment Services during the years 1956-57, 196061 and 1961-62 is 
given below: 

(In crores of rupees) 

Increase during the 
1956-57 1960-61 1961-62 six years end~ng 

1961-62 - 
Amount Perccn- 

rage 

Scientific Departments . 1 1 . 0 5  21.36 23'00 11.95 I oR 

Education 19.44 43.79 2 6 . 0 1  6-7 3  4  

Medical . 2 . 8 7  8 '57  6 . 1 0  3 23 113 

Public Health . 3 35 5'11 3 - 8 1  0 . 4 6  14 

Agriculture . 7 46 13-60 7 5 7  0 x 1  I 

Co-operation 0' 74 3 '27  2 .26  1 .52  207 

Industries & Supplies . . 20 .83  63-21 48.63 2 7 9 0  134 

Commun~ty Development . 9 '35  23'34 2 . 0 0  -7.35 -79 

TOTAI 93 22  214 63 155 92 62 .70  67 
-- ----- - - - -- - - - - - -- - 

The figures for 1956-57 and 1960-61 mentioned above include 
grants-in-aid paid for development purposes (i) to State Govern- 
ments and (ii) to non-Government institutions. On the other hand, 
the figures for 1961-62, include only the grants paid to non-Govern- 
ment ~nstitutions. Grants-in-aid paid to State Governments from 
1961-62 onwards are being booked separately under a new Major 



Head; the amount so booked during 1961-62 was Rs. 194.98 crores 
consisting of Rs. 81.79 crores for Social and Developmental Services, 
Rs. 43.41 crores paid as annual grants-in-aid under Article 275 of 
the Constitution and Rs. 69.78 crores for miscellaneous purposes. 
The details for the grants of Its. 81.79 crores relating to Social and 
Development Services are given below: 

(InIcrores of rupees) 

Scientific Department 
E luaxion 
Medical . 
Public Health 
Agriculture . 
Co-operation . 
Industries and Supplies 
Community Development 
Others . 

Taking into account the expenditure of Rs. 81.79 crores detailed 
above, the actual increase under "Social and Developmental Services"' 
in 1961-62 as compared to 1956-57 amounted to Rs. 144.49 crores or 
155 per cent. 

Grants-in-aid sanctioned to State Governments. 

In para. 13 of their Ninth Report of the Public Accounts Com- 
mittee (Third Lok Sabhn), the question of checks exercised by the 
Central Government to ensure that the -amounts of grants-in-aid 
sanctioned to States were (i) actually spent for the purpose for 
which they were given and (ii) usefully and economically spent, was 
dealt with. It was then pointed out by the Comptroller and Auditor 
General that it had not been possible for him to conduct the first 
check because (i) the amounts of Central assistance granted were 
finalised on the basis of departmental figures, (ii) there was general- 

ly no correlation between the "heads of development" according to 
which the Central assistance was distributed and the heads of ac- 
counts appearing in the accounts maintained by the Accountants 
General, and (iii) the nomenclature adopted by the Government of 
India while sanctioning assistance generally differed from the 
nomenclature of the schemes adopted for execution by the State 
Governments. The Committee were then informed that steps were 
being taken to simplify the accounting procedure. A step in this 



direction had been taken by segregating 'Plan' and 'non-Plan' ex- 
penditure in accounts with effect from 195960. All States except 
two had been pursuaded to book expenditure by "heads of develop- 
ment". Also a circular regarding reporting of actuals by States as 
certified by the State Accountants General had been prepared in 
consultation with the Comptroller and Auditor General which could 
not be issued as the matter was under consideration with the Plan- 
ning Commission. This circular has not yet been issued. 

The Committee enquired how in tlic absence of any correlation 
between the heads of development in the Central assistance and the 
heads of accounts in the States, the Department checked the utilisa- 
tion oi gra.;ts fdr development expenditure and regulated future 
grants. The representative of the Department of Co-ordination 
stated in evidence that State Plans were rcviru~ed by the Planning 
Commission in consultation with the Finance Ministry and the State 
Governments concerned. In response to the feeling that the State 
Governments should have a certain amount of freedom to incur 
expenditure within the Plan heads of development according to the 
local needs, the Government of India had agreed to allow the State> 
.Governments to draw the total amount of assistance in proportion to 
the total development expenditure for the year. The State Govern- 
ments had thus been given certain pou7ers to re-appropriate fund:; 
from one scheme to another. The quantum of assistance to the 
States was Lvorked out on the basis of the administrative figures 
r.upplied by the State Governments Therefore, the basic question 
to be considered was whether the classification of expenditure b:,' 
the States into 'Plan' and 'non-Plan' was correct or not. It was 
added that where assistance due on the basis of the total expenditure 
exceeded that calculated under the heads, the difference was to be 
met bv means of additional loan under the head 'Miscellaneous 
Loans'. According to a recent circlar issued by the Plannirjg Com- 
mission. only in respect of certain schemes, that had becn given an 
over-riding priority. !he expenditure specificallv relating theretr, 
was to be taken intn account. and this was not to be included in  
alculating the overall assistance. 

The Secretary. Department of Economic Affairs statcld that, re- 
gardless of the fact that the State Governments had becn given cer- 
tain amount of freedom to re-appropriate funds between development 
schemes. the Finance Ministry agreed with the Comptroller and 
Auditor General that it was necessary to verify the accounts in res- 
pect of the grants in the light of the conditions governing them. 
f t  was, however, difficult to reconcile the figures booked in the 



d m o u n t s  Ofices with those communicated by the State Govern- 
mwmts. Because of the difficulty in devising methods of reconcili- 
ation of the Accounts office figures with the State Governments' 

'figtues of expenditure by heads of development, the circular pre- 
pored in consultation with the Comptroller and Auditor General re- 
garding reporting of actuals by the States as certified by the 
Ac~~untants-General had not been issued. It  was now proposed to 
hrrnish Audit with details of the various items falling under each 
hemi of development to enable them to reconcile them with booked 
figures. The matter was still under discussion with the Comptroller 
and Auditor General and the Planning Commission. The Com- 
ptroller and Auditor-General pointed out that the basic data d ~ d  
not exist in the offices of the Accountants General, and unless the 
h a m e a  pointed out already were removed it would not be possible 
to reconcile these accounts with the figures supplied by the State 
Governments. The Comptroller Sr Audltor General also ?oint~d 
atat that, if it was the policy of Government to relate grants to the 
expenditure incurred and to the purpose of their utilisation, it was 
necessary to maintain accounts accordingly. The Department con- 
cerned should be able to obtain figures of expenditure on the various 
schemes from the Accounts in order to regulate future grants. The 
Comptroller & Auditor General also informed the Committee that 
at present no intimation regarding reappropriation of funds by the 
State Governments from one scheme to another was received in 
Audit. 

The Committee (1962-63) were critical about the unsatisfactory 
state of affairs arising from grants-in-aid to States worth crores of 
rapees continuing to escape audit check in regard to their utilis- 
a h ,  due to the lacunae pointed out by the Comptroller and Auditor 
General. The Committee feel concerned to note that no head-way 
has been made in removing these lacunae and the position continues 
to be unsatisfactory. The circular prepared in consultation with the 
Comptroller and Auditor General more thnn 3 pears ago regarding 
reporting of actuals by the States. as certified by the respective 
Acronntants General. hns still not been issued. It is understood 
fmwn Audit that Accountants General are unable, in several cases, 
te obtain information from State Governments regardine the exact 
.cbemes on which the funds made available by the Centre have been 
OP am proposed to be utilised and that the departmental figures of 
expenditure met from loan5 and grnnts as furni5hcd to the Govern- 
ment of India arc not often supported by any' details in the depart- 
mental records which can be verified by audit. The Committee are 
m b l e  to understand why the Government of India are unable to  
insist on information being given to them and to Audit about the 
3s3Ai i iS-2  



schemes on which the Central assistance is actually utilised and the 
sxpenditure incurred on each such scheme so that the departmentd 
figures could be test checked from O e i  own initial records even if 
there are difficulties in reconciling the departmental figures with tbe 
Ggnres as booked in the accounts. It seems clear that the present 
situation under which the Government of India determine the quan- 
turn of assistance finally admissible to State Governments on the 
basis of figures which are not verifiable either from department& 
records or from the accounts maintained by the Accountants General 
calls for immediate remedial action. 

The Committee desire the Ministry of Finance to take vigorous 
steps to devise a method that would enable the Comptroller and 
Auditor-General to exercise proper checks in regard to the Central 
assistance made available to the States and to apprise Parliament 
of the results of these checks. The Committee hope that the matter 
would be finalised without further delay. 



111. DEBT POSITION 
Para 8, page 9 

7. (a) The total debt outstanding at the end of each of the six 
years ending 1961-62 was as shown below: 

- - - (In crores of rupees) 

31-3-57 
(<) Market I~oans* 164% 

81) Floatlng Debt 1048 

foreign sources . IZO 
(iv', Unfundcd Debt- 

(a) . h a l l  Savings 
wllcctions . 633 

(b) Provident Fund, 
etc. 202 

(cl Lkposits hy 
U.S. Govern- 
mcnt of their 
Counterpart 
Funds created 
undcr 1'.1*. 460 
CtC. . . ----- 295 
TOTAI. . 365 1 4290 4987 5678 6261 6882 

(b) Details of the debt transactions of the year 1961-62 are given 
below: 

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

Receipts Repayments Net increase 
during during during 

the year the year the year 
--- 

(11 Market Loans . 36-52 137.88 118.64 
(ii) Floating Debt . a (A14405.26 (A)4,333.13 72'13 
(iii) Loans from foreign sources . 314.33 65 -62 238.71 
(ic) Unfundcd Deht- 

(a )  Small Savings Collections . 351.38 263 '93 87 .45 
( b )  Provident Fund, etc. . 76.68 36.48 40.20 
(c) Dcposits by U.S. Government 

of their Counterpart Funds 
created under P.L. 480, etc. . 127.18 

-..- 54.13- 73'05 
TOTAL - 5,531'35 4,910'09 621 '26 - - - - --I-____. _ __  --~. - -- - 

* I ' ~ c l ~ d c \  a bum uf Rb. 20.62 crorcs rcprcscnting unexpired l i a b ~ l ~ t ~ c s  for British 
Gnvernmcnt so(, War L m n ,  1921)-37, thc li3hility f,,r which remains suspended. 

**The loans drawn during 1961-62 includcd a s u m  of US. 74.20 crows xpresentinS 
value of Indinn Currency Note\ :and C(7ins w~thiira\rn from Kuwait urea and treated as a 
loan from the Government of Kuwait. This amount is repayable in sterling in 1 r annual 
instalment\ with interest at 4 -  [l':; \virh ctfecr from 1-7-1961. ?.he amount of the 
outstanding on 31-3-1962 ~ 3 s  i s .  3 1  (6  crorcs. 

(A! T h e  outstanding ad hor Trenwrv Rills amounted tt> Rs. 107:. 16 crores at the 
beginning of the year 1961-62 and Ks. 1146.19 crorcs at the end of the year. As they have 
a currency of 91 days only, the are repad and renewed three or four times during the year- 
Thus, although the m o u n t  o i ~ r c n s u r v  Rills outstanding nt any time during the year war 
ofthe order of about Rs. 1x00 crores, the total reccipts and repavmrnth crcwdrd Ks. 4,- 
CCorcs. 

13 



In para 15 of their Ninth Report (Third Lok Sabha), the Commit- 
tee (196263) had discussed the question of fixing a limit on borrow- 
ing by Government by a law passed by Parliament under Article 292 
of the Constitution. It  was urged before the Committee that Parlia- 
ment had ample opportunity to examine the plan and targets of 
borrowing at two stages viz., once when the Plan wlas discussed and 
approved, and secondly when the annual budget proposals were 
discussed wherein the entire requirements of funds including the 
borrowing programme were included. The Committee (1962-63) felt 
that the existing manner of getting Parliamentary approval to the 
borrowing programme of Government did not provide a satisfactory 
opportunity for an intelligent appraisal in Parliament of the issues 
involved, which would be afiorded if there were a specific debate 
thereon. They, therefore, suggested that a study might be made of 
the procedures followed in this regard in various democratic coun- 
tries, so that a method of obtaining the specific approval of Parlia- 
ment for the borrowing programmes that would suit the needs of 
our developing economy may be devised. 

Explaining the action taken pursuant to the recommendation of 
the Committee, the Secretary, Department of Economic AfTairs stated 
in evidence that the Ministry of External Affairs had addressed a 
number of countries in the matter, but a final report was awaited. 
As regards laying before Parliament of copies of notifications of loans 
already floated and further reports about the subscriptions received. 
it was stated that requisite information was being laid on the Table 
of the House. The size of the debt as on 31st March, 1963, was stated 
by the Comptroller & Auditor General to be Rs. 7,621 crores out of 
which the market borrowing amounted to Rs. 2,f371 crores. 

The Committee note that although a year has elapsed since they 
suggested that a study should be made of the procedures followed in 
various democratic countries for obtaining parliamentary approval 
to Government borrowing, not much headway has been made in 
this regard. The Committee trust that the Ministry of Finance 
would vigorously pursue the matter and apprise the Committee of 
the outcome of their study befare they consider the next year's 
accounts. 

8. In reply to a question, the representative of the Department 
of Economic Affairs stated that in the case of foreign loans, both 
interest and principal were invariably repaid from the country's 
own resources. The only exception was the German loans f o r  the 
Rourkela Steel Project in which case there was an agreement that, 



15 
when a payment fell due under the old loans, a part of i t t h e  
bulk-would be converted into a longer loan and only the 
balance repaid. The Committee are glad ta note that there has been 
no ddfault in the payment of the principal or of the interest on 
foreign loana. 



N. LOANS AND ADVANCES BY THE CENTRAL GOVERNMENT 
Paras 17-18, Pages 14--16 

9. Details are given below of the loans and advances outstanding 
against State Governments, Foreign Governments, etc. a t  the  end of 
1955-56, 1960-61 and 1961-62. The statement does not include the 
amount due from the Government of Pakistan on account of their 
share of pre-partition debt. 

(In crores of rupees) 

Amount outstanding on Net 
increase 

Name of loanee during 
31-3-1956 31-3-1961 31-3-1962 the six 

years 

State Governments . 
Foreign Governments 
Local Funds, Municipalities, 

etc. 
Railway Development Fund . 
Government Corporations 

etc. 
Non-Government Institutions, 

etc. 
Government Servants 
Cultivators 

*The loan5 to the Kal l i~av  Deilvelupmcnt Fund uere completely repard In the y a r  
1961-62. 

An analysis of the transactions under 'Loans and Advances' 
during the year 1961-62 is given below: 

(In crores of rupees) 
- 

Loans paid i Loans repaid ; Net out- 
during during goings 
the year the year durmg 

thc vew 

(4 State Governments . 443 '47 133.91 309.56 
(ii) Foreign Governments . 6 . 1 8  12.63 -6.42 
(iii) Local Funds, Alunicipaiities 

etc. . . . 9'83 1.43 8.40 
(iv) R ~ i l w a y  Development Fund . . . 29.40 -29.40 
(v )  Government Corporations 

and non-Government institu- 
tions 122'03 20.02 102.01 

(v19 Government Servants 6.10 3'37 2'73 
(vii) Cultivators 0.60 0 .  10 0.50 



Even though the terms and conditions of the repayment of loans 
were revised at the instance of the State Governments concerned 
and the dates of repayment were extended in a number of cases, some 
.of the State Governments have not been regular in making repay- 
,zmnts d the loans advanced to them by the Central Government. 
The amounts of principal and interest which remained overdue from 
the State Governments a t  the end of 1961-62 and as on 31st March, 
1963 are given below:- 

(In crores of rupees) 

Earliest 
Amount of principal Amount of interest period to 

Name of the State outstanding on outstanding on which the 
Government arrears 

31-3-1962 31-3-1963 31-3-1962 31-3-1963 as on 
31-3-1963 

relate 

Andhra Pradcsh . . . . . . . 5 -26  1956-57 
West Rengal . 2 .17  1-39 0.33 0 . 1 6  1955-56 
Rajasthan . . . . . 0+90* 1.95 1960-61 
Jammu and 

Kashmir 12.22 14'25 3'84 3 .75  1955-56 
Madhya Pradesh I .yo 1'95 3-13 4'32 1954-55 
Bihar 0.08 0.23 1.96 3.32 1962-63 
. 

1.111, rclatc\ to the L)an gtvcn for f inanc~ng the Chsmbal Pro~ect. 17re\h loans have 
been Klven for repavmeut of the Interest tdl 1961-62. 

Explaining the reasons for delay in repayment of prmcipal and 
interest by the State Governments, the representative of the Depart- 
ment of Economic Affairs stated during evidence that 111 some cases 
representations were made by the State Governments or there 
might be ways and means dlficulties at their end. All the same, the 
Finance Mln1stx-y were kcen that the States must repay their loans 
as they fell due. Last year. the State Governments were asked to 
issue standing instruct~ons to their Accounts Officers to make sn 
asscs.;mcnt as and ~vhen their commitment \vas to be discharged. 
But the State Governments were r-cluctant to do so. The State Gov- 
ernments were even warned that if they failed to repay their obliga- 
tions, these would bc :~djusted against their entitlements from the 
Central Government. It was, however, added that there were some 
genuine cases where the State Governments might be justified in 
holding up the repayments. All these cases were, however, being 



actively pursued by the administrative Ministries concerned, whan~- 
duty i t  was to take necessary action as soon as defaults in payments, 
were brought to their notice by the Accounts Officers. 

The Committee feel concerned over the delay in repayment of 
principal and interest by some of the State Governments. TLq 
reiterate the view expressed in para 21 of their Ninth Reprt 
(Third Lok Sabha) that in the matter of repayment of loans adz 
interest, the Central and) State Governments should on no a c c o a t  
deviate from the terms and conditions already settled. In case t b  
ways and means position of a particular State at any time needs -- 
be strengthened, the Centre should consider the question indepam- 
dently and render such assistance in a direct manner instead of pa- 
mitting defaults in the repayment of contracted loans. 

Para 19, page 17 

10. In the following cases, fresh loans Lvere given to the State 
Governments during 1961-62 to pay back the principal or interest 
or both in respect of earlier loans. 

(In crores of rupees) 
- ---- 

Name of State Amount 
Government of fresh 

loans 

Remarks 

Punjab . 3 - 9 5  Interest on 57 loans. 
Rajasthan . 7-84 Rs. 6 - 5  I crores in respect of principal 4. 

Rs. I -33 crores towards interest. 
Orissa . 5.40 To pay back interest charges of Hk&d 

Dam Project loans. 
West Bengal . 3-30 The Cenual Government has been ghiog 

loans to the Bihar and West W E  
Governments to enable them to conm'buot 
their share of the capital funds to the D V C  

Bihar I -16 The amounts required for payment of 
interest thereon have also been a d v d  
by the Government of India to tbac 
State Governments. 

- - 

In para 16 of their Ninth Report (Third Lok Sabha), the Can- 
mittee questioned the justification for grant of loans to repay t k  
interest and principal in reqec t  of old loans. The representative! d 
the Department of gconomic Affairs stated in evidence that thb 
practice was resorted to only in the case of the River Valley Projsb. 



where it was accepted by both the Comptroller & Auditor Generalt 
and Government that there were no other resources to repay the 
interest liability during the period of construction. The capitalized. 
interest payments were treated as a first charge on the surplus. 
receipts or revenue earnings of the Project as soon as it started 
operation. 

In reply to a question, the rgresentative of the Department of 
Economic Affairs stated that the revenues of the States were not 
enough to meet the repayment of loans; they had either to borrow 
from the market or from the Centre. The witness added that a t  
the last conference of the Finance Ministers, the desirability of 
establishing sinking funds or amortisation funds was also stressed. 
But the difficulty was that if the States were to earmark a part of 
their revcnuc for this purpose, there would be a wider gap in their 
revenues necessitating a further devolution from the Central 
Revenues. The Committee enquired whether it was not desirable 
to let the States repay from their own revenues or by borrowing 
from the market instead of the Centre advancing fresh loans for 
repayment of interest. The Secretary, Department of Economic 
Affairs stated that in the cases of some of the less developed states 
which were already heavily burdened with debts and which did not 
have substantial revenue, loans were advanced to  them to enable 
them to attain a level of prosperity or to reduce their dependence 
cn  subventions. Withdrawal of the process of granting loans tc~ 
these States would only perpetuate their state of under development. 
It was admitted that even in these less developed States there was 
wasteful expenditure which was a matter of concern, but the Central 
Government could not effectively deal with the problem. as it con- 
cerned the day to day working of their administration. On the other 
hand the States were also aware of the Centre's anxiety not to let 
any part of the country remain without development. The witness 
added that this question would be placed before the next Finance 
Commission which was expected to be set up shortly. 

Asked if in order to ensure repayment of interest, i t  was not 
possible to advance loans to the State Governments for only produc- 
tive projects, the Secretary, Department of Economic Affairs replied 
that this would not solve the ?roblem unless the condition of repay- 
ment was commensurate with the expected income from the Project 
The Secretary, Department of Revenue & Expenditure stated that 
even if the States were to borrow from market for non-productive- 
projects, at the time of repayment of interest it would not be possible 
to ensure that income from a productive project was not utilised for 



repayment of an unproductive loan. It  was urgedl that in the present 
stage of the country's resources it was not possible to have water- 
tight distinction between Central ability and State ability. The 
capacity of the States to borrow from the market was limited. Large 
scale borrowing firom market by individual States would affect the 
entire gilt-edged market. The Government of India, therefore, helped 
the States within reasonable limits. Asked if it was not more appro- 
priate for the Central Government to undertake construction of big 
projects in the States instead of advancing large loans to them for the 
pui-puse, the Secretary, Department of Economic Affairs stated that 
the question was under Government's consideration. 

The Committee had already taken note of the dificulty in repay- 
ment of loans during the period of construction of river valley pr* 
jects etc. They would like to reiterate the view expressed in para 16 
of their Ninth Report (Third Lok Sabha) that when the recipients 
ntilised the loans on projects involving long periods of gestation, 
i t  would he mow appropriate to provide for a specified period of 
moratorium in the loan sanction itself. The Committee object in 
principle to the practice of advancing fresh loanstto the States for 
repayment of interest and principal in respect of earlier loans: other- 
wise this practice tends to increase not only their debt liability but 
also lethargy in tapping their own resources for the purpose. Ac- 
carding to the Ministrv's own admission there is wasteful espenditure 
even in the less developed States, and there is a tendency to take 
advantage of the Centre's anxiety not to let any part of the country 
remain without development. The Committee regard this as a 
matter of concern. They were glad to be informed that this ques- 
tion was proposed to be placed before the next Finance Commissior?. 

The Committee trust that an early decision wiU be taken on the 
question of the Central Government themselves undertaking con- 
struction of the major projects in  the States instead of advancing 
them loans for the purpose considering all the difficulties that are 
heing experienced in repayment. 

Rehubilitation Loans-Pa~a 18, page 16 
b 11. According to the revised terms prescribed by the C;o\~crnmen! 

of India In 1958 on the recommendation of Ihe Finnncc Commisslor,. 
rehabilitation loans were to be grouped into two catcgc~rics, namrly 
( i ~  Loans for re-ltndmg and (ii) Loans for construct~ons. In respect 
c ~ f  the former category, the State Governments had to pay the 
a:munts actuallv rrallsed from displaced persons from time to time 
plus 10 per cent of the shortfall between the equated instalments 
which fell due for payment up to the 31st March, 1957 and the 



amount actually collected from displaced persons and paid to the 
Central Government upto that date. The latter category of loans 
had to be repaid in accordance with the original terms. Some of the 
States viz., Gujarat, Maharashtra, NEadhya Pradesh, Rajasthn,  
Mysore, Assam, West Bengal, Orissa and Jammu & Kashmir did not 
accept the revised terms and had been paying only the amounts 
actually realised from displaced persons. 

In evidence, the representative of the Department of Economic 
Affairs stated that in the case of loans relating to the Western 
sector, orders had been issued on the 1st January, 191.1. that no 
recovery was to be made in excess of the amounts that ?he States 
themselves had been able to realise. As regards the loans relating 
to the Eastern Sector the matter was still under consideration. 

The Committee desire that early decision should be taken regard- 
ing repayment of the loans relating to the eastern sector and the 
Committee informedi 
Non-settlement of terms o f  loans advanced to  State Gmernments- 

para 20, pages 17-18. 
12. The terms and conditions of repa~mcnt  i!1 rt.--pe~f ( f some of 

the loans advanced to Slcltc Go\.crnmen:s have no: !-e. 1)-cn s e t t l ~ ~ l  
No rcpnymmt has been made in respect of these 1t)ans : . i t h~r  towards 
principal or interest. The tolal .mounts of such loa~,, L utstandi~g 
against the State Got-ernments are i i~d~catcd be!ou--- 

i In crores of rumm) - - -- - -- - 
'Number T o t J  Earliest 

of umo:int periodto 
Name of State loan; of Lonns whlch 

the 
amounts 
relate 

-- - - -- -- -- - 

13ihar 10 0-24 1958-59 
Gujarat I3 0.74 1954-55 
Andhrn ~ r a d e s h  * 10 0.13 195s-59 
Kerilu . 24 I .Ci 1956-57 
Aiadras . 32 r .S2 1958-59 
hlahar:lshtra S 0 . b  1954-55 
I'unjab -- 3 2'77 1953-54 
West I3engal . V 2 . 3 1  1958-59 
IJttar Praciesh . 10 0.3: 1958-59 
Raiasthan 37 25-36 1954-55 
Jammu Sr Kashmir . 19 0.w 1957-58 
Mysore . 2 2 '3.9: 1957-5s 
Assam . 24 I .16 199-60 
Orissa 20 0.82 1955-56 
Mndhya ~rddesh : 40 2.54 1954-55 



In evidence, the representative of the Department of Economic 
M a i r s  stated that these loans had been sanctioned by the Adminis- 
trative Ministries concerned and they were answerable for the delay 
in the settlement of the terms. The Ministry-wise break-up of t r e  
loans was stated to be as follows:- 

(In crorcs of rupces) 

Ministry of Irrigation & Power . 6 - 54 
Ministry of Works, Housing and Supply . 1.37 
Ministry of Commerce & Industry 9.62 

Ministry of Food & Agriculture . - 2 5  
Other Ministries 4-41 

The loans given by the Ministry of Commerce and Industry 
related mainly to the Handloom Industry, Handicrafts and Co- 
operative Societies where there was difficulty in obtaining the 
details of utilisation from the State Governments. It  had since been 
ngreed that in the case of Handcrafts and Co-operative Societies, 
loans utilised on Co-operative Schemes would be repayable in 10 
equated instalments and in other cases in 5 equated instalrnents. 
It was added that in regard to the Handloom Industry, the matter 
was still under correspondence with the State Governments. As 
regards, the loans given by the Ministry of Irrigation & Power it 
was stated that these related to the Beas Dam in Punjab and the 
Rajasthan Canal Project, the terms of which were under considera- 
tion of the Ministry. 

Asked if it was not desirable to settle the terms in advance of 
the grant of loans, the witness stated that, as far as the Finance 
Ministry were concerned, they were certainly in favour of the terms 
being settled in advance. The Secretary, De2artment of Expendi- 
ture urged that in the case of loans for certain emergencies it would 
be difficult to settle the terms in advance. The Secretary, Depart- 
ment of Economic AfTairs agreed that as a rule the terms of loans 
should be settled in advance unless there were good reasons for 
departure from this principle. 

The Committee regret to point out that although the loans were 
granted to the States more than four years ago and in certain cases 
even ten years ago, the terms and conditions have not yet been settled 
nmd no repayment has been mads, either towards principal or 
interest. The Committee desire the Finance Ministry to lay down a 
procedure whereby the administrative Ministries should settle the 
terms and conditions of loans before advancing them, except where 



bans are made to meet certain emergencies. Even in the cascn 
of loans given for emergencies, the settlement of the tern~s and con- 
ditions should not be unduly delayed after sanctioning them. 

Loans and Advances granted to Government owned Corporations, 
private institutions etc.-Para 21, pages 18-19 

13. In the case of loans and advances granted to Government 
owned Corporations, private institutions, etc., the amounts of princi- 
pal and interest which remained in arrears at the end of 1961-62 
and 1962-63 are shown below:- 

( I n  lakhs of rupees) 

- - 7-- - 
Amouqt of priqcipal Amou-tt of irlterest Earliest 

outqtaidly: outs taqd~rg period 
Name of thc Loance to 

which 
as on a$ 07 as orl as o~ the 

31-3-62 31-3-63 31-3-62 31-3-63 arrcars 
relate 

(a)  G ~ v e r n m e r ~  t Companies 

I .  Loans to II i~duqtan Ma- 
chine T d s  Ltd. . 

(b)  Private Companies and 
Inuitur ionr 

3. Idoms ro Muiicipalities in 
A\.;am 

4. Loaris to the b m a r a n  
Quara . t  I::C Slat lo., I:u~.ci . 

5 .  Loat~s to Set:lcrs i n  An- 
damans 

9. Thakknr Bapu Multipurpose 
Cwperativc S tx~cr )  . 

10. Delhi Municipal Ctrr- 
poration 

11.  Loans for Rehabilitarion 
Schcmcs for lt~dusrrial 
1nstitutio.l~ . 



(In lakhs of rupees)' - -.- 
Amount of principal Amount of interest Earliest 

outstanding outstanding period 
Name of the Loanee - to 

wnich 
as on as on as on as on the 
31-344 31-3-63 31-3-62 31-3-63 arrears 

relate 

12. L o a x  for Development 
of Small Scale I'ldustries . 4.17 4.26 0.50 0'92 1954-55 

13. Ca-ito;mcnt Board, Al- 
mora . o. 14 0.14 . .  . . 1955-56 

14. Postal Cooperative Hous- 
ing Society Ltd., Bombay . . . . . 0.30 0.30 1 9 6 0 4  

19 U lited Cm-cil for Relief 
a .~d  R-habilitation welfare . 0. 10 0. 12 . . . . 1954-55 

16. Salwal Edumrion Trust 0- 30 0' 30 0.03 0.03 1951-52 

17. Harijan Sewak Sangh . 0. 52 0' 37 0.31 0.32 1949-50 

In evidence, the representative of the Department of Economic 
M a i r s  stated that for these loans too, the direct responsibility lay 
with the Administrative Ministries, who sanctioned them. 

Referring to the arrears outstanding in respect of the Co-opera- 
tive Craft Schools in Delhi, the witness stated that, of these Craft 
Schools whlch were initially started by the Ministry of Rzhabilita- 
tion, 7 had been taken over by the Ministry of Education, 5 had 
been closed down and 3 converted into ordinary schools. The ques- 
tion of recovery of outstanding loans was being pursued by the 
Ministry oi Education. The loans relating to the schools whlch have 
closed down had been written off. 

The Committee desired to be furnished with a detailed note in& 
cat ing- 

(a) the reasons for the loans and advances mentioned in this 
para remaining outstanding; 

(b) steps for their recovery; and 

(c) the present position regarding their recovery. 

The Committee defer consideration of the matter till the requisite 
information is made available to them. A11 the same, the Committee 
desire that Ministries concerned should make vigorous efforts to 
recover the old arrears of principal and interest, and not allow them 
to accumulate in future. 



V. GUARANTEES GIVEN BY THE CENTRAL GOVERNMENT 

Para 22, pages 19-20 

14. A detailed statement of guarantees given by Central Govern- 
ment is given jn Appendix I. During the year 1961-62, the Goveril- 
ment of India issued fresh guarantees in 39 cases involving a t o ~ a l  
sum of Rs. 84 crores. The sums guaranteed by Government out- 
standing at the end of 1961-62 amounted to Rs. 215 crores (including 
Dollar, Sterling, West German, Italian and Japanese currencies, etc.! 
in respect of loans raised by 9 Joint Stock Companies, 21 Government 
Companies, 4 Statutory Corporations, 2 Ports, 3 Co-operative Banks, 
34 Co-operative Societies, 5 State Corporations and 2 State Financial 
Corporations. 

The Committee enquired about the position regarding the assur- 
ance given to them last year (cf. para 23 of Ninth Report-Third 
Lok Sabha) that it was proposed to issue mstructions that when a 
Ministry had to give a guarantee to some party the question whether 
a fee should be levied, should be specifically considered on merits 
and a decision taken with the concurrence of the Ministrv of Finance. 
The Secretary, Department of Economic Affairs stated that the 
Ministry had since made a re-assessment of the positlor, regar?izg 
issue of guarantees and it was found that there was no categwv nf 
cases where charging of a fee was desirable. It was urged that 
giving guarantees was not a commercial activity of Government. 
In the case of loans from international institutions the statute govern- 
inq the lending bodies prescribed a guarantee by the  respective Gov- 
ernment. This amounted to transfer of a certain right to Govern- 
ment. that if the borrower defaulted, Government would take over 
his entire property. Considering the fact that Government them- 
selves encouraged industry to seek f0rei.p loans for irnplcmentation 
of their projects, which itself wes a costly proposition, it would be 
a little harsh to the Industry if there was an additional Govern- 
mental charge. I t  was enough for Government to have a full mort- 
g a p  of the assets of the Company so that if i t  defaulted Government 
could tuke it over. 

Referring to another type of guarantee uiz., in respect of loans 
given by the Industrial Finance Corporation to Co-o;>er:l:ive S u m r  
Mills, it was stated that by giving such guarantees, the  Central Gov- 
ernment and State Governments made i t  possible for a number of 
sugar factories to be set u p  in the Co-operative sector in which thcy 
were interested. Any charge for giving such a guarantee mieht 



$hwart the development. 'It was added that out of 7 per cent interest, 
-charged by the Industrial Finance Corporation, Government received 
:& or 1 per cent by way of insurance. 

As regards the Government guarantees required by the Indus- 
.trial Finance Corporation, for certain loans under the Industrial 
Finance Corporation Act, it was stated that the Act had since been 
amended and this type of guarantee had virtually disappeared. Gov- 
ernment now gave guarantees to public sector underakings. in 
which Government themselves were the sole or major share-holder, 
in res?ect of loans raised from the market. because Government 
guarantee was rather attractive for market loans. If a fee was 
imposed on Government's own companies for this gua~a~ltee,  the 
advantage of the saving in interest charges in borrowing from the 
State Bank of India would be lost to the Company. 

Asked whether a decision had been taken to lay down a pro- 
cedure for obtaining the concurrence of the Finance Eli~istry in 
issuing guarantees, the witness stated that a procedure had already 
been laid down. 

In para 23 of their Ninth Report (Third Lok Sabha), the Com- 
mittee had suggested that suitable measures should be devised to  
safeguard Government's interest in giving guarantees, as the leadcr 
might no; insist on a detailed scrutiny of the borrowers finan-ial 
position when the guarantor was a Government whose credit-worthi- 
ness was unquestionable. According to the Ministry's o m  admis- 
sion the risk would legitimately arise in the case of loans to co-' 
operative societies. The Committee desire that in every case wherc 
it is decided to give Government guarantee for the loans taken hy 
private institutions; the Ministry of Finance should before according 
their concurrence satisfy the~nselves that Government interests are 
duly safeguarded. 

MAHAVIR TYAGI, 
Chairman, 

Public Accounts Committee. 

March, 9, 1964. -- -- - - -. - - 
Phalyuiia, 12, 1885 (Suka)  . 



PART I1 
PROCEEDINGS 



Proessdhgs of the 67th sitting of the Public Acctnmtr Committee 
hdd on Friday, the 31st January, 1964. 

The Committee sat from 10.00 to 12.30 hours. 

PRESENT 

Shri Mahavir Tyagi-Chaimm 

a Shri S. B. S. Bist 
3. Shri Gajraj Singh Rao 
4. Sardar Kapur Singh 
5. Shri Prakash Vir Shastri 
8. Shri Ravindra Varma 
7. Shri Vishram Prasad 
8. Shrimati K. Bharathi 
9. Shrimati Maya Devi Chettry 

10. Shri Sadiq Ali 
11. Pandit S. S. N. Tankha 

Shri A. K. Roy--Compt~oller mtd Auditor Genemi of Ihdia. 
Shri G. Swaminathan-Additional Deputy Comptroller and 

Audito~. General. 

Shri R. K. Khanna-Accountant General, Central Revenc~s. 

Shri H. N. Trivedi-Deputy Secvetary. 
Shri Y. P. Passi-Under Secretary. 

Ministry of Finance 

(Department of Economic Anairs) 

2 % x i  Shiv Nath Singh-Joint S e c t d a y .  



(Department of Revenue and Expenditurn) 
3. Shri V. T. Dehejia-Secretary. 

(Department of Co-ordination) 
4. Shri P. C. Mathew-Additional Secretmy. 

(Department of: Revenue) 
5. Shri D. P. Anand-Member, Central Board of Excise mad 

Customs. 

2. The Committee took up consideration of Chapter I of the Audit 
Report (Civil), 1963 relating to the Finance Accounts, 1961-62. 

Page 1, Para 1-Variations between budget estimates and actuals of 
Receipts and Expenditure 

3. Referring to the fact that the Revenue collected exceeded the 
estimated amount by 118.79 crores and the expenditure fell short of 
the Budget estimates by Rs. 104.18 crores (Revenue Accountg 
Rs. 11.64 crores and Capital Accounts, Rs. 92.54 crores) during the 
year 1%1-62, the Committee enquired about the steps taken to 
achieve closer estimate of receipts and expenditure as recommended 
by them in their 9th Report (Third Lok Sabha). The representa- 
tive of the Department of Economic Affairs stated that while every 
effort was being made to achieve approximation between estimates 
and actuals, numerous variable factors made it extremely difficult 
to avoid large variations in respect of both receipts and expenditure. 
I t  was urged that there was no attempt to underestimate revenue 
receipts. One of the factors contributing to variation was collection 
in the month of March, of new customs and excise duties announced 
on the last day of February in the budget proposals for the following 
year. As regards the short-fall in expenditure, the witness stated 
that one of the causes w u s  delay or failure in procuring stores from 
abroad. Also if book adjustments of expenditure incurred were not 
made for some reason or the other savings occurred. Explaining the 
measures taken to avoid large savings, the witness stated that the 
administrative Ministries were required to make constant review of 
expenditure during the course of the year and maintain a record of 
likely debits as recommended by the Public Accounts Committee. 
It was urged that in spite of all possible efforts it was extremely 
difficult to achieve closer approximation of actuals and estimr+.es. 

Referring to the statement made in the Audit para that if Supple- 
mentary Grants were taken into account the variation between aria- 
cipations and actuals of receipt and expenditure on Revenue Account 



would amount to Rs. 177 crores in 1961-62 as against Rs. 116 crores 
jar 1960-61, the witness pointed out that it was not correct to 
take into account supplementary @ants as a factor in increasing 
the variations. In a number of cases Supplementary Grants were 
taken as a result of change in classification of expenditure already 
booked under another head. In some cases Supplementary Grants 
were obtained to transfer excess collections of cesses or grants re- 
ceived under P.L. 480 to the Funds, in question, which were also 
included under Revenue Receipts. Thus, inclusion of Sup~ltmen- 
bary Grants for the purpose would lead to double accounting. 

The Committee pointed out that Parliament approved taxation 
proposals of Government with reference to the revenue needed to 
meet the expenditure for the year; so it was required of the Finance 
Ministry to place correct estimates of receipts from the various taxes. 
The Secretary, Department of Revenue and Expenditure stated that 
the rates of taxes were fixed not on the basis of the expenditure 
on Revenue Account alone but took into account the entire expen- 
diture on Revenue and Capital accounts. He added that an analysis 
of the last few budgets showed that deficit financing had been pro- 
ceeding at a much higher rate than that assumed in the Third 
Plan. 

The wide variations between the estimates and actuals of excise 
duties were attributed by the Secretary, Department of Revenue and 
Expenditure partly to (i)  new items brought under tasaticn cvery 
year in respect of which adequate statistical data were not available; 
and (ii) duties levied during the course of the financial year which 
could not be foreseen, such as, additional duty levied in Septcmbe~, 
1961 on certain petroleum products to wipe out profits on the import 
of crude oil which resulted in considerable increase in revenue. It 
was urged that the variation in respect of the items that were al- 
ready under duty, for which statistics were available, had been of 
the order of about 5 per cent only, in spite of variations in industrial 
production, consumption pattern, prices etc. Asked to state the steps 
taken to collect adequate statistical data, the witness stated that the 
question of compulsory submission of information by a large number 
of industrial units had been recently considered by a Committee 
appointed by Government. The Secretary, Department of Economic 
Affairs stated that additions of items to the dutiable list and change 
!n the pattern of taxation were more frequent in India than in other 
countries which led to a higher percentage of variation betwee* 
estimates and actuals. Giving the break-up of the variations of 

Rs. 54 crores during 1961-62 in respect of excise duties, the Secretary. 



Department of Revenue and Expenditure stated that new items ae- 
counted for Rs. 12.77 crores, additional duty levied on Petroleum 
products in September. 1961 account for Rs. 7: 80 crores, c e m s  ad- 
ministered by other Ministries, Rs. 4.67 crores, and already existing 
items, Rs. 29- 39 mores. 

1 

With regard to customs duties, the representative of the Central 
Board of Excise and Customs attributed variations between estimatm 
and actuals to change in the import policy of Government and issue 
of ad hoc licences, such as, in the case of P.O.L. products. As regar& 
direct taxes, the increased collection was explained as due to 8 
special drive undertaken during the course of the last three years to 
expedite assessments and recoveries. It  was urged that the result 
of these steps could hardly be foreseen at the time of framing th. 
budget estimates. 

Asked if the local officers viz., Collectors of Central Excise and 
Customs, and Cammissioners of Income-txut had not a tendency to 
under-estimate revenue in order to take credit for more collectioao 
than estimated, the Secretary, Department of Revenue and Expep- 
diture stated that no officer earned appreciation on that account. 
Moreover, the Ministry did not entirely depend on the estimatsr 
received from the local officers. Actually, 3 or 4 studies from differ- 
ent paints of view were made to arrive at  the amount of revenue 
likely to be collected. The Secretary, Department of Econornio 
Affairs agreed that it was desirable to be as accurate as possible 
in framing estimates, but urged that, in spite of the best efforts, 
wide variations occurred. All the same, the witness held the view 
that these variations were economically in the right Irection. 

The Committee drew attention to the decreasing percentage d 
variations between budget estimates and actuals of inland Revenue 
Receipts in U.K. (1.3 per cent in 1961-62). The Secretaries, Depart- 
ment of Revenue and Expenditure and Department of Economic 
Afiairs stated that, in the context of developing economy in India 
with new taxes of sizeable order levied every year, but with statisti- 
cal surveys not being adequate as in U.K., variatfons were bound to 
be wider. The Committee assured that the Ministry would end=- 
vour to achieve closer approximation between estimates and 
actuals. But it was added that no tangible results could be expecl- 
ed in the next one or two years, as new factors responsible for 
variations were being suddenly injected. The impact of new taxes 
and changing economy would leave a slightly bigger margin of 
variation than in countries which had already reached a certain 
level of development and stability. 



The Committee enquired whether the estimates of expenditure 
could not be improved by making more effective the Anancial con- 
trol exercised through the Financial Advisers attached to the 
various Ministries. The Secretary, Department of Economic Mairs 
promised to review tlie position. The Secretary, Department of 
Revenue and Expenditure stated that delegation of the powers 
years back had led to increase in expenditure. He added that as 
desired by the Committee at a previous sitting, it was proposed to 
review the delegation of powers. 

Referring to the expenditure booked by the administrative 
Uinistries under the head 'contingency', the Committee suggested 
that the Finance Ministry should examine the desirability of 
exhibiting separately in the budget, expenditure on certain items 
such as, opening ceremonies etc. with a view to apprising Parlia- 
ment of the quantum of such expenditure. 

Page 3, para 4 (b) -Administrative Services-Police 

4. Explaining the reasons for the increase of expenditure on 
Police from Rs. 6: 42 crores in 1-57 to Rs. 18.76 crores in 196182, 
the representative of Department of Economic Affairs stated that 
the responsibility for maintaining law and order in the border 
areas being that of the Centre, it was conducted by a combined 
agency, and the Central Government had to suggest various 
measures to increase the etlticiency of the State Police in the border 
areas. The Committee desired to be furnished with a note stating 
the break-up of expenditure on Police for border areas and other 
territories for the years 1956-57, 1960-61 and 1S1-62. 

Pages 3-4, paras 4(c) and (d)-*ant-in-aid paid to State Govern- 
ments and Non-Government institutions for social and develop- 
ment services etc. 

5. The Committee enquired if any action had been taken by 
Government to remove the lacunae pointed out in para 13 of their 
Ninth Report (Third Lok Sabha) in checking the utilisation of 
Grants paid to the State Governments. The representative of the 
Department of Co-ordination stated that the annual State Plans were 
reviewed by the Planning Commission in consultation with the 
Finance Ministry and the State Governments concerned. The State 
Governments were allotted certain funds by the Centre which 
lcould be drawn by them by fully implementing the particular 
war's programme. In response to the feeling that State Govern- 
ments must have a certain amount of freedom to incur expenditure 



within the Plan according to the local needs, the Government of 
India had agreed to allow the State Governments to draw t h e  
total amount of assistance in proportion to the total development 
expenditure for the year. The State Governments had thus been 
given certain power to re-appropriate funds from one scheme to  
another. Therefore, while it is not possible to make a scheme-wise 
check of these grants, a check could be exercised under the various 
heads of development. To a question, how it was possible for 
the Department to check the utilisation of grants in the absence of 
any co-relation between the heads of development in Central assist- 
ance and heads of accounts in the States, the witness replied that 
the quantum of assistance was worked out on the basis of the 
administrative figures supplied by the State Governments in regard 
to Plan expenditure. Therefore, he added, the basic question t o  
be considered was whether the classification of expenditure by the 
States into plan and non-Plan was correct or not. In reply to 
another question, the witness stated that where the assistance due 
on the basis of the total expenditure exceeded that calculated under 
the heads, the difference was to be met by means of additional loan 
under the head 'Miscellaneous Loans'. It was added that the Plan- 
ning Commission had recently issued a circular that in the case of 
certain schemes that had been given a over-riding priority, only 
the expenditure relating to them would be taken into account, and 
this would not be included in calculating the over-all assistance. 
Asked about the justification of issuing such circulars by the Plan- 
ning Commission instead of by the Ministry of Finance, the Secre- 
tary, Department of Economic Affairs stated that the Commission 
was closely associated in matters of policy regarding quantum of 
assistance to the States for planning purposes, but the power to  
sanction the amounts remained with the Government of India. 

The Secretary, Department of Economic Affairs stated that  
regardless of the fact that the current policy was to issue Grants 
on an over-all performance basis, the Finance Ministry agreed with 
the Comptroller and Auditor-General that it was necessary to 
verify the accounts in respect of the Grants in the light of the 
conditions governing them. The witness informed the Committee 
that some figures had been received which were subject to verifica- 
tion. The question had been recently discussed with the Comptroller 
and Auditor-General. It was, however, difficult to reconcile the  
figures booked in the Accounts Offices with those communicated by 
the State Goverments. The Comptroller and Auditor-General 
pointed out that the 'basic data did not exist in the Offices of the 
Accountants General, and unless the lacunae pointed out already 



were removed, it would not be possible to reconcile these accounts 
with the figures supplied by the State Governments. The represen- 
tative of the Department of Economic Affairs stated that the matter 
was under consideration, and instructions were expected to be issued 
shortly. Explaining further difficulties, the witness added that two 
States viz., Madras and West Bengal had not adopted the standard 
pattern of exhibiting the Plan expenditure which, to some extent, 
stood in the way of reconciliation of accounts. 

Referring to the manner of utilisatlon of the Central grants, 
the Comptroller and Auditor-General referred to para 19 of the 
Report of the Madhya Pradesh Public Accounts Committee for the 
year 1962-63, stating that in some cases money had been drawn by 
the State Government at the fag end of the financial year in order 
to secure grant or subsidy from the Government of India during 
the year. The Government of Madhya Pradesh had stated in their 
note that as a certificate of utilisation had to be furnished in order 
to entitle the State Government to claim the necessary assistance, 
the Department was more or less compelled to issue such a certificate. 
In  extenuation, the Secretary, Department of Revenue and Expendi- 
ture stated that such irregularities might not exist in other States. 

In reply to a question, the representative of the Department of 
Economic Affairs stated that the proposed circular referred to in 
para 13 of the Ninth Report of the Publjc Accounts Committee 
(Third Lok Sabha) had not yet been issued. The difficulty was 
in devising methods of reconciliation of book figures with heads 
of development. It  was now proposed to furnish to Audit details 
of the various items falling under each head of development 
to enable them to reconcile them with book figures. The 
matter was still under discussion with the Comptroller and Auditor- 
General and the Planning Commission. The Comptroller and 
Auditor-General pointed out that if it was the policv of Govern- 
ment t o  relate .grants to the expenditure incurred and to the pur- 
pose of their utilisation, it was neccssay to maintain accounts in 
that manner. The Department concerned shnuld he able to obtnin 
f i p r c s  of expenditure on the various schcmes from the accounts in 
ordcr t o  regulate future grants. The Comptroller and Auditor- 
General further pointed out that at present no intimation regarding 
diversion of funds from one scheme to another was received in Audit. 

With regard to the grants issued to the private institutions, the 
representative of the Department of Economic Affairs stated that 



i t  was the duty of the Department as well as Audit to verify the$ 
Ylc conditions attached to them were satided. 

Page 9, para &Debt Position 

6. Referring to their r e c m e n d a t i o n  contained in para 15 of their 
Ninth Report (Third Lok Sabha), the Committee enquired about 
the action taken to study the procedures followed in various Demo- 
cratic countries for obtaining approval of Legislature to the borrowing 
programmes of Government. The Secretary, Department of Eco- 
nomic Affairs stated that the Ministry of External Affairs had ad- 
dressed a number of countries in the matter, but no final report had 
yet been received. 

As regards informing Parliament about the position of lo- 
already floated by Government, it was stated that the requisite in- 
formation was being laid on the Table of the House. 

With regard to the question of enacting a law under Article 292 
of the Constitution, the representative df the Depart.nlent of Eco- 
nomic Affairs reiterated the Ministry's earlier views that Govern- 
ment borrowing was done within the actual resources approved by 
Parliament for financing the Plan. The approval of Parliament 
was also obtained at the time of passing the annual budget every 
year. There were certain practical difficulties in fixing the limita 
by law, for either such a limit would be too wide or the law would 
have to be frequently amended to meet the changing needs. The 
present procedure provided sufficient opportunity to Parliament 
to  approve or disapprove of any policy of Government involving 
raising of money. As regards taking permission of Parliament to 
raising of market loans it was stated that the terms of Government 
borrowing depended upon the market trends from time to time, and 
the details of the proposed borrowing could not be announced in 
advance for reasons of secrecy. The Secretary, Department of 
Revenue and Expenditure expressed the view that the Parliament 
might pass a law, if necessary, when the borrowing reached very 
high limits, but the present debt position need not cause anxiety 
to Parliament. The size of the debt as on 31st March, 1963, was 
dated by the Comptroller and Auditor-General to be Rs. 7,621 
crores out of which the market borrowing amounted to Rs. 2,871 
crores. 

In reply to a question, the representative of the Department of 
Economic Affairs stated that in the case of foreign loans, both in- 
terest and principal were invariably repaid from the country's own 
resources. The only exception was the German loan for the 



Rourkela Steel Project in which case there was an agreement that, 
whem a payment fdl due under the dd loam, a part of it-the bulk- 
would be converted into a longer loan and only the balance repaid. 

Page 15, para 18-Loam and Advances by the Central Government 

7. Explaining the reasons for delay in repayment of principd 
and interest by the State Governments, the representative of zhe 
Department of Economic Affairs stated that in some cases represen- 
tations were made by the State Governments, or there might be 
ways and means difficulties at their end. All the same, the Finance 
Ministry were keen that the States must repay their loans as they 
fell due. Last year, the State Governments were asked to issue 
standing instructions to their Accounts OfRcers to make an assess- 
ment as and when their commitment was to be discharged. But 
the State Governments were reluctant to do so. The State Gov- 
ernments were even warned that if they failed to repay their obliga- 
tions, these would be adjusted against their entitlements from the 
Central Government. It was, however, added that there were 
some genuine cases where the State Governments might be justified 
in holding up the repayments. All the cases were, however, being 
actively pursued. It was the duty of the Ministry concerned to 
take necessary action as soon as defaults in payments came to their 
notice from the Accounts Officers. 

Explaining the present position regarding the outstandings men- 
tioned in the Audit para, the witness stated that in some cases re- 
payments were made subsequently. In the case of Kerala and 
Punjab, the arrears had since been recovered. Out of the total 
outstanding of Rs- 2.5 crores due from West Bengal in 196142, a 
sum of Rs. 1-63 crores had been recovered and the recovery of the 
balance was being pursued by the Ministry concerned. As regards 
the repayment of interest of Rs. 90 lakhs by Rajasthan, it was stated 
that this related to the loan given for financing the Chambal Project. 
On a representation made by the State Government, fresh loans had 
been given for repayment of the interest due till 1961-62. 

On his attention being drawn to the observation of the Committee 
made in para 16 of their 9th Report (Third Lok Sabha), question- 
ing the justification for grant of loans to repay the old ones, the 
representative of the Department of Economic M a i r s  stated that 
this practice was resorted to only in the case of the River Valley 
Projects, where it was accepted by both Comptroller and Auditor- 
General and Gwernment, that there were no other resources to 
repay the interest liability during the period of construction. The 
capitalized interest pavments were treated as a first charge on the 



surplus receipts or revenue earnings of the Projct as soon as it 
started operating. In the case of the public sector enterprises, the 
Ministry's view was that since loans were given by Government out 
of moneys borrowed by them, it was but proper that these enter- 
prises paid interest thereon. In these enterprises it had been agreed 
in principal to subscribe loan and equity capital in the ratio of 
50:50. The release of equity Capital might not run parallel with 
the release of loan Capital during the period of construction. If 
the undertaking agreed to take a loan during this period it must 
assume the liwbility for the payment of interest. 

In reply to a question. the representative of the Department of 
Economic Affairs stated that the revenues of the States were not 
adequate to meet the repayment of loans. They had either t o  
borrow from the market or from the Centre. The witness added 
that at the last conference of the Finance Ministers, the desirability 
of establishing sinking funds or amortisation funds was also stres- 
sed. But if the States were to earmark a part of their revenue for 
this purpose, this would merely result in a wider gap in their 
revenue necessitating a further devolution from the Central reve- 
nues. The Committee enquired whether it was not desirable to let 
the States repay from their own revenues or by borrowing from the 
market, instead of the Centre advancing fresh loans. The Secre- 
tary, Department of Economic Affairs stated that cnrtnin of the 
less developed States were already heavily burdened with debts, 
and these had also not substantial revenue. Loans were advanced 
to them to enable them to attain a level of prosperity or to reduce 
their dependence on subventions. Withdrawal of the process of 
granting loans to these States would only perpetuate their state of 
backwardness. The witness admitted that even in these backward 
States there was wasteful expenditure which was a matter of con- 
cerns, but the Central Government could not effectively deal with 
the problem, as it concerned the day to day working cf their ad- 
ministration. On the other hand the States took advantage of the 
Centre's anxiety not to let any part of the country remain without 
development. This question would be placed before the next 
Finance Commission which was expected to be set up shortly. 

The Committee asked if in order to ensure repayment of interest, 
it was not possible to advance loans to the State Governments for 
only productive projects. The Secretary, Department of Economic 
AfTairs stated that the idea of advancing loans for only productive 
purposes would not solve the problem unless the condition of re- 
payment was commensurate with the expected income from the 



Project. The Secretary, Department of Revenue & Expenditure 
stated that even if the States were to borrow from the market far 
non-productive projects, a t  the time of repayment of interest it 
would not be possible to ensure that income from a productive 
project was not utilised for repayment of an unproductive loan. 
The witness further stated that at  the present stage of the country's 
resources it was not possible to have water-tight distinction between 
Central ability and State ability. The representative of the Eco- 
nomic Affairs Department stated that the capacity of the States to 
borrow from the market was limited. Large scale borrowing from 
the market by individual States would affect the entire gilt-edged 
market. The Government of India, therefore, helped the States 
within reasonable limits. Asked if it was not more appropriate for 
the Central Government to undertake construction of big projects 
in the States instead of advancing large loans to them for the pur- 
pose, the Secretary, Department of Economic Affairs stated that the 
question was under Government's Consideration. 

With regard to the Rehabilitation loans, the representative of 
the Department of Economic M a i r s  stated that in the case of loans 
relating to the western sector, orders had been issued on the 1st 
January, 1964, that no recovery was to be made in excess of the 
amounts that the States themselves had been able to realise. As 
regards the loans relating to the eastern sector the matter was still 
under consideration. 

Pages 17-18, para 20 

8. The Committee asked about the reasons for non-settlement of 
terms and conditions of the Loans granted more than 4 to 10 years 
ago and for not recovering interest from the respective State Gov- 
ernments. The representative of the Department of Economic 
Affairs stated that thesf loans had been made by the Administra- 
tive Ministries concerned. The Ministry-wise break-up of the loans 
was stated to be as fololws: 

(i) Ministry of  Commerce & In.iustry . . . . ye62 crores 
(ii) Ministry nf Irrigation Sr Power . . . .26.54 ,, 

(iii) Ministry of W )rks. I3 .using & Suqply . . . .  1.37 ,, 
(iv) Ministry of F o n J  & Agriculture . .  . .  . 5 5  ,, 
(v) Other Ministriw . . . .  4.41 ,, 

The loans given by the Ministry of Commerce & Industry related 
mainly to the Handloom Industry, Handicrafts and Co-cperative 
Societies, where there was difficulty in obtaining the details of 
utilisntion from the State Governments. It had since been agreed 



h t  in the case of Handicrafts and Co-operative Societies, loan) 
utilised on Co-operative Schemes would be repayable in 10 equated 
instalments and in other cases in 5 equated instalments. It  was 
added that in regard to the Handloom Industry, the matter &as 
still under correspondence with the State Governments. As regards, 
the loans given by the Ministry of Irrigation & Power it was stated 
that these related to the Beas Dam in Punjab and the Rajasthan 
Canal Project, the tenns of which were under consideration of the 
Ministry. The Comptroller & Auditor General pointed out that 
although the loans for the Rajasthan Canal Project were granted 
9 years back, the terms had not yet been settled. The Secretary, 
Department of Economic Affairs suglfested that as the terms of these 
loans were settled by the Ministries concerned, they could best 
explain the reasons for delay in this behalf and expedite settlement. 

Asked if it was not desirable to settle the terms in advance of 
the grant of loans, the witness stated that, as far as the Finance 
Ministry were concerned, they were certainly in favour of the 
krms to be settled in advance. The Secretary, Department of Ex- 
penditure urged that in the case of emergent loans it would be 
digicult to settle the terms in advance. The Chairman suggested 
that exceptional cases could be allowed. The Sccrelary, Depart- 
ment of Economic Affairs agreed that as a rule the terms of loans 
ahouId be settled in advance, unless there were good reasons for 
departure from this principle. 

Pages 18-19, pura 21-Loans and Advances granted to Government 
owned Corporations, private institutions etc  

9. The representative of the Department of Economic Affairs 
stated that these loans too were made through the Administrative 
Ministries concerned. According to Audit, the amount of principal/ 
interest outstanding as on 31-3-63 had been more than the corres- 
ponding amount at the end of the previous year, in respect of two 
parties viz., Tibbia College and Thakkar Bapa Multi-purpose Co- 
operative Society. Similar was the position in regard to loans for 
Rehabilitation Schemes for Industrial Institutions and loans for 
Development of Small Scale Industries. The representative of the 
Department of Economic Affairs stated in explanation that the 
loan was repayable in equated instalments, so that the outstanding 
amount increased as a result of next year's instalment falling due; 
there was no fresh loan given. 

Referring to the arrears outstanding in respect of the Co-opera- 
the Craft Schools in Delhi, the witness stated that, of these Schools 
d c h  were initially started by the Ministry ot Rehabilitation, 7 



$ad been taken over by the Ministry d Education, and 5 had been 
dosed down. The question of recovery of outstmdfng loans was 
being pursued by the Ministry of Education. The loans relating to  
the schools which had closed down had been written off. This 
matter had also been discussed in para 34 of the Eighth Report of 
the h b l i c  Accounts Committee (Third Lok Sabha). 

With regard to the arrears of Rs. 0-14 la& due from the Canton- 
ment Board, Alrnora, the witness stated that the Cantonment Board 
jrad not been able to realise their dues from the Municipal Board, 
h n o r a .  The matter was under correspondence with the U.P. Gov- 
unment; never-the-less, the Cantonment Board had been asked to 
discharge their liability. The Committee desired to be furnished 
with a detailed note indicating- 

(a) the reasons for the loans and advances mentioned in this 
para remaining outstanding; 

(b) steps taken for their recovery; and 

(c) the present position regarding their recovery. 

Pages 19-20, para ZZ-Guurantees given by the Cerrt~aZ Government 

10. The Committee enquired about the position regarding the 
assurance Sven to them last year (c.f. para 23 of Ninth Report- 
Third Lok Sabha), that it was proposed to issue instructions that 
when a Ministry had to give a guarantee to some party the ques- 
tion whether a fee should be levied, should be specifically conside- 
red on merits and a decision taken with concurrecce of the Minis- 
try of Finance. The Secretary, Department of Economic AfTairs 
stated that the Ministry had since made a re-assessment of the 
position regarding issue of guarantees. It was urged that giving 
guarantees was not a commercial activity of Government. In the 
case of loans from international institutions, there was a statutory 
condition attached that these must 'be guasanteed by the respective 
Government. There was, in consequence transfer of a certain right 
to Government that if the borrower defaulted, Government would 
take over his entire property. Considering the fact that Govern- 
ment themselves desired the industry to seek foreign loans for im- 
plementation of their projects, which itself was a costly proposi- 
tion, it would be a little harsh to the industry, if there was a n  
additional Government charge. I t  was enough for Government to  
have a full mortgage of the assets of the Company, so that if i t  
defaulted Government could take it over. 



Referring to another type of gmarantee viz., guarantee given to 
Cosperative Sugar Mills for the loans obtained by them from the 
Industrial Finance Corporation, the witness stated that by giving 
such guarantees, the Central Government and State Governments 
made it possible for a number of sugar factories to be set up in the 
€0-operative sector in which they were interested. Any charge for 
giving such a guarantee might have thwarted the development. It 
was added that out of 7 per cent interest, charged by the I.F.C., 
.Government received 3 or 1 per cent by way of insurance. The 
witness further stated that at  one time it was provided in the I.F.C. 
Act, that certain loans should not be given except. when there was 
a Central Government guarantee. But the Act had since been 
amended and this type of guarantee had virtually disappeared. 
Government now gave guarantees to public sector undertakings, in 
which Government themselves were the sole or major share-holder, 
in respect of loans raised from the market, because Government 
guarantee was rather attractive for securing market loans. If a 
fee was imposed on Government's own companies for this guarantee, 
the advantage of the ~aving  in interest charges in borrowing from 
the State Bank of India would be lost to the Companies. 

Asked whether a decision had been taken to lay down a procedure 
for obtaining the concurrence of the Finance Ministry in issuing 
guarantees, the witness stated that a procedure had already been 
laid down. I t  had been considered whether the Financial Advisers 
could be rather restrictive in the matter but it was found that there 
was no category of cases where charging a fee was desirable. 

11. Before the Committee adjourned, they thanked the repre- 
sentatives of the Ministry of Finance for their co-operation. 



Proceedings of the 74th sitting of the Public Accounts Committee 
held on Saturday, the 7th March, 1964 

12. The Committee sat from 14'30 to 15.00 hours. 
PRESENT 

Shri Mahavir Tyagi--Chaimnan. 
MEMsws 

2. Shri J. B. S. Bist 
3. Sardar Kapur Singh 
4. Shri Mathura Prasad Mishra 
5. Shri Ravindra Verma 
6. Shri Vishrarn Prasad 
7. Shrimati K. Bharathi 
8. Shri B. D. Khobaragade 
9. Shri Dahyabhai V. Patel 
10. Shri Sadiq Ali 
11. Pandit S. S. N. Tankha 

Shri R. K. Khanna-Accountant General Central Revenues. 
Shri N. C. Khanna-Deputy Director (Rqwrts) C. & A. G's. 

Ofice. 
S ~ A R I A T  

Shri H. N. Mvedi-Deputy Secretmy. 
Shri Y. P. Passi-Undm Secretary. 

13. The Committee took up consideration of their Draft Twenty- 
second Report on Finance Accounts of Central Government, 1961-62 
--Chapter I of Audit Report (Civil), 1963 and approved it with a 
few modifications here and there. 

14. The Committee authorised the Chairman to sign the Report 
on their behalf and present it to the House. The Committee also 
authorised Shri Vishrarn Prasad to present the Report to the House 
in the absence of the Chairman, P. A. C. 

The Committee also authorised Pandit S. S. N. TankhaISM Sadiq 
Ali to lay a copy of the Report on the Table of Rajya Sabha. 

15. The Committee then adjomed. 
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APPENDIX I 

GUARANTEES GIVEN BY THE CENTRAL GOVERNTKEWT 
A statement indicating the guarantees given by the Central Gov- 

ernment under Article 292 of the Constitution in respect of loans 
raised by Government Companies, Corporations, Railway Com- 
panies, Local Bodies and Joint Stock Companies, e t ~ .  and outstand- 
ing as on 31st March, 19f32 is given below. Parliament has not fixed 
the limits within which the Government can give guarantees. 

Joint Stock Companies- 

(i) Guarantees given in pursuance of Agreements entered into 
by the Government of India with the International Bank for Re- 
construction and Development during the period 1952-1961 in regard 
to payment of principal, interest, commitment charges, etc., on the 
loans and also of the principal and interest on the bonds and pre- 
mium, as set forth in the loan agreements:- 

Sums 
Maximum guaranteed 

Names of the Private Companies amount outstanding on 
guaranteed 3 I -3- I 962 

Indian Iron and Steel Company Ltd. . (i) 
(ii) 
(i i) 

Tam Iron and Steel Company Ltd. ' . (i) ' 

(i i) 

Tata Group of Hydro Elec'ric 
Company Ltd. . (i ' 

(ii) 

Industrial Credit and Investment Cor- 
poration of Indi k Ltd. 6) 

(ii \ 
(iii) 
(iv' 

29,232 888 ' 21,340,000 
20,ooo.ooo ' 14,316,717 
19,5~,oOO Nil 



(ii) Guarantees given for the  repayment of principal and in- 
terest to the Industrial Finance corporation in respect of loans 
given by the  Corporation during the  period 1950-1959:- 

Rs. Rs. 

Dharangadhara Chemical Works Ltd. ', I , ~ , ~ Q , O O O  I,O~,QO,OOO 
and Interest 

thereon 
West Coast P ~ p e r  Mills, Bombay 

(Fdctory at D m  :li n Myjl lr? St ae) . 1,50,03,033 1,~~,00,000 

(iii) Guarantees given t o  the State Bank of India in respect of 
cash credit accommodation/advance granted by it:- 

Oil India Ltd. 6,66,oo,ooo 6,66,oo,ooo 

Bolani Ores Ltd. . SO,OO,OOCI 67,16,300 

( iv)  Guarantees given to the Bombay State Financial Corpora- 
tion in respect of loan given by it to private individuals in  April, 
1960:- 

Nam: of tho Naturc or guxaltee Rate of Maximum Sums 
privat 2 individual interest amount guaranteed 

guaranteed outstanding 
on 

31-3 62 

Rs. us. 

Ksnwar Ua' Nath Entire lom o"Rs. 7 6l0j, ' 7,03,00o 3,72,900 
lakhs has bcen guar- per 
anteed in the annum 
shape of second 
mortgage on the 
property, (First 
mortgage being in 
favour of G mern- 
ment o India in 
respect of Rs. 
48,1 . ,003 due to 
the Governrn-nt 
from the individual) 

Government Companies /Corporations- 

(v)  Guarantees given for the repayment of principal and interest 
to the State Bank of India in respect of cash credit facility, letters 



of authority, etc. given by the Bank to Gaverzund~t Companiw 
during the period 1953-1962:- 

1. Cash Credit facility, ie,, the maximum limit upto which 
the Companies have been permitted to overdraw from 
the Bank. 

Maximum Sums guaran- 
Name of concerns on whose behalf guarantee amount teed outstan- 

was given guaranteed ding on 
31-3-1962 

R8. Ra. 
Bharat Electronics Ltd., Mazagon Dock 

Ltd., Garden Reach Workshop Ltd., 
National Industrial Development Cor- 
poration Ltd., State Trading Corporation 
of India Ltd., Hindustan Steel Ltd., 
Hindustan Shipyard Ltd., National 
Projects Construction Corporation Ltd., 
National Small Industries Corporation 
Ltd., Indian Handicrafts Development 
Corporation, Indian Oil Company 
Ltd., and National Buldings Construction 
Corporation Ltd. 29,69,~,ooo 16,79,96,600 

2. Letters of credit, i.e., an authorisation by the Bank to an 
exporter to draw on it for funds within a stated amount and time 
in payment for specified goods to be shipped to India:- 
Heavy Engineering Corporation Ltd., Lire Lire 
Indian Oil Company Ltd., Indian Re- 
fineries Ltd., Neyveli Lignite Corpora- I 1,261,343,450 11,261,343,450 
tion Ltd., National Coal Development 
Corporation Ltd., and Regional Sub- Rs. 3659,67,02 I Rs. 13,08,08,451 
sidiaries of the National Small Indus- 
tries Corporation Ltd. 

3. Guarantees to the State Bank of India who have issued letter 
of guarantee to Company's suppliers for deferred payment:- 

4. Indemnity to indemnify the State Bank of India against all 
claims in respect of a guarantee given to a British Finn:- 
Heavy Electricals Ltd. 1; ' 2,720,000 2,256,8 q 

and interest 
theram 

(Rs. 36-04 
millions) 



(vi) Guarantee to the Export and Import Bank of Japan for 
repayment of principal and interest in respect of loans given by it 
to a Government Company:- 

The Shipping Corporation of India Ltd. Yen Yen 

(uii) Guarantees to the Foreign consultants/contractors for re- 
payment of principal and interest and fulfilment of payment obli- 
gations in pursuance of agreement/letters of acceptance with the 
following Government Companies:- 

He?vy Electrical,; Ltd., Heavy Engineering Rs. 17,92,3 1,775 2,37,82,134 
Corporation Ltd. and Hindustan '4,16Woo 677,416 
Steel Ltd. $ 3,502,500 421,250 

D.M. ' 207,1 I 1,457 20,687,205 

(viii) Guarantee given for the repayment of loan and interest to 
the Industrial Finance Corporation in respect of loans given by it 
to the following Government Company:- 

Fertilizers and Chemicals Ltd., Travancore RF. 2 , ~ 5 , 9 4 , ~ c c  2,4; ,02, 2 5  

(ix) Guarantees given to Development Loan Authority for re- 
payment of principal, interest and other charges in respect of loans 
given by it to the following Government Companies:- 

Fa:% er Corporation of India Ltd. and 
National Small Indusmes Corporation 
Ltd. $ 4O,OOO,OOO 40,000,600 

( x )  Guarantees given for the repayment of paid up share capital 
and payment of minimum annual dividend as well as repayment 
of redeemable debentures raisedlissued by the following State 
Financial Corporations (Guarantee liability is shared in prescribed 
ratio by the Central Government/Union Territory concerned and 
the State Government) :- 

Punjab Financial Corporation and Assam 
Financial Corporation . . Rs. b74,99,999 1,72334,665 

Note.-Upto 1961-62 the 'Central Government bad to bear a total expenditure of 
Ra. 66,828 towards payment of guaranteed dividend in respect of Punjab Financial 
COrpO~~n.  



(A) Guarantees to  the Foreign firms for repayment of principal, 
interest and other charges in pursuance of contracts entered into 
with the following State Corporations: - 

Uttar Pradesh State Electricity Board, 
Madras S are Electricity Board, Madh- 
ya Pradesh State Electricity Board, 
Andhra Pradesh State Electricity Board 
and Mysore Electricity Board Rs. 50~47~000 50~47,OOO 

(arii) Guarantees given to International Bank for Reconstruction 
and Development/Development Loan Authority/Foreign Commer- 
cial Banks for repayment of principal, interest and other charges 
in respect of loans given by them to the following Statutory Corpo- 
rations during the period 1957-1961:- 

Air India International Corporation and 
Industrial Finance Corporation . $ 30~424f300 23~709~800 

(riii) Guarantee given for repayment of share caiptal, minimum 
annual dividend and repayment of bondslnotes with interest thereon 
issued by the following Statutory Corporations:- 

Industrial Finance Corporation, Indian Air 
Lines Corporation, Air India Interna- 
tional Corporation and Central Ware- 
housing Corporation . &. 47~90~46,060 32,1j~0,620 

Note.-Guarantee was invoked in respect of the Industrial Finance Corporation 
and a total amount of Rs. 53 l a b s  was paid by Government up to 
1956-57 towards payment of guaranteed dividend. A portion of this 
amount Rs. 35 lakhs) has since been repaid to Gwernmcnt out of profin 
of the & orporation earned upto 1961-62. The repayment has hem 
completed in 1962-63. 
Government have also given guarantees for P maximum of DFL 36,&+6,100 
for supplies made to the Indian Airlines Corpotation by rhc fomign 
suppliers. The actual guaranteed amount wtstnndmg on 31-3-1962 w u  
DFL. 14,411,102. 

Port !crusts- 

(asiv) Guarantees given to the International Bank for Recons- 
truction and Development during 1958-61 for payment of principal, 
interest and commitment charges in respect of the loans granted 
by it to the following Ports:- 

Calcutta Port Commissioner and Madras 1 
Port Trust ' . 64~OOWoo 19,743,933. 



(m) Joint Guarantees by the  Central Gavernment with the 
respective State Governments on 50:50 basis, given to  the Industrial 
Finance Corporation for repayment of principal, interest and other 
moneys in respect of loans granted by the Corporation to  the  follow- 
ing Co-operative Sugar Mills: - 

34. Co-operative Sugar Mills. 

Haryana Cooperative Sugar Mills Ltd., 
Panipat Cooperative Sugar Mills Ltd., 
Janta Cooperative Sugar Mills Ltd., 
Bazpur Cooperative Sugar Factory Ltd., 
Bagpat Cooperative Sugar Mills Ltd., 
Bellary Central Cooperative Stores Ltd., 
Pandavapura Sahakari Sakkar Karkhana 
Ltd., Assam Cooperative Sugar Mills 
Ltd., Madurantakarn Cooperative Su- 
gar Mills Ltd., Amaravati Cooperative 
Sugar Mills Ltd., North Arcot District 
Cooperative Sugar Mills Ltd., Male- 
gaon Sahakari Sakkar Karkhana Ltd., 
Ashok (Karegaon) Sahakari Sakkar Rs. I 1,01,75,ooo 7,38,24,386 
Karkhana Ltd., Ganesh (Rahata) Saha- 
kari Sakkar Karkhana Ltd., Sri Chhat- 
rapat Shivaji Sahakari Sakkar Karkhana 
Ltd., Shri Shriram Sahakari Sakkar 
Karkhana Ltd., Girna Sahakari Sakkar 
Kark ana Ltd., Bhogwari Sahakari 
Sakkar Karkhana Ltd., Shri Warna 
Sahakari Sakkar Karkhana Ltd., Shri 
Panchganga Sahakari Sakkar Karkhana 
Ltd., Krishna Sahakari Sakkar Karkha- 
na Ltd., Shetkari Sahakari Sakkar 
K-rkhana LtJ , Skri Khedut Sahakari 
Khand Udyog Mandli Ltd., Kodinar 
Khand Udyog Khedut Sahakari 
Mandli Ltd., Chodavaram Cooperative 
Agricultura and Industrial Society 
Ltd., Arnadalavalasa Cooperative Agri- 
cultural and Industrial Society Ltd., 
Palakole Cooperative Agricultural and 
Industrial Society Ltd., Chittnor 
Cooperative Sugars Ltd., Morinda 
Cooperative Sugar Mills Ltd., Batala 
Cooperative Suyar Mills Ltd., Kishan 
Chperative Sugar Factory Ltd., Har- 
anya Kashi Sahakri Sakkar Karkhana 
Ltd., Nizarnabad Cooperative Sugar 
Mills Ltd., and Aska Cooperative 
Sugar industries Ltd. 



(mi) Guarantees given to the Reserve Bank of India for the 
repayment of loans and interest due on the promissory notes exe- 
cuted by the following State Co-operative Banks:- 

Tripura State Cooperative Bank, 

Manipur State Cooperative Bank and 

Pondicherry State Cooperative Bank 4SQ3,OOO 35~50,oOO 

In the case of contracts originally entered into with the follow- 
ing Railway Companies during 1917 to 1923 the amount of guarantee 
is limited to the amount required to make up the net receipts of these 
companies up to 31 per cent per annum on their paid up share 
capital:- 

Amount of sub- 
sidy paid to 

Names of the Companies Paid up share the Companies 
Capital during 1961-62 

in pursuance 
of the 
guatant- 

Burdwan-Katwa Light Railway Company 
Ltd. . Rs. 17,80,ooo Rs. 3-15 lakhs' 

Ahmedpur-Katwa Railway Company Ltd. Rs. I7,24,000 Rs. 2.27 lakhs' 

Futwah-Islampur Railway Company Ltd. Rs. 11,49,c~oo Rs. 89,485 
(Less Rs. 200 

representin,: 
forfited shares) 

Bankura-Damodar River Railway Com- 
pany Ltd. , Rs. 34,00,003 Rs. 5 . 5 5  lakhs 

Chaparrnukh-Silghat Railway Company 
Ltd., . Rs. 3r,oo,ooo Nil 

Katakhal Lala Bazar Railway Company 
Ltd. . Rs. 8,91,100 Nil 



6 
APPENDIX I1 

Summary of main Conclusions/Recommadations 

Seri a1 Para MinistrylDeptt. 
No. No. concerned 

I I Finance The Committee think that if the estimated gap between re- 
sources and expenditure closely approximates to the actual gap, it 
would be more beneficial to the economy. A wider gap shown in 
the estimates tends to release inflationary trends. Realistic esti- 
mates in respect of both resources and expenditure are, therefore, 
jmpera tively necessary. 

Finance In para 1 of their Twenty-first Report (Third Lok Sabha) on 
Revenue Receipts, the Committee have already expressed their 
concern over under-estimating of Revenue Receipts as compared to 
the actuals to the tune of 12 per cent (Rs. 118.79 crores) during the 
year 1961-62 and 15 per cent (Rs. 204.37 crores) during 1962-63. 
Two main factors widen the gap between estimates and actuals viz., 



3 3 Finance 

lack of sound statistical basis and conservatism in estimating. It 
was urged by the Secretary, Department of Economic Atlairs that 
in the context of the developing economy in India with new taxes 
af sizeable order levied every year and with inadequate statistical 
surveys, the variation was bound to be wider than in countries 
which had already reached a certain level of development and 
stability. The Committee were assured that the Ministry would 
endeavour to achieve closer approximation between estimates and 
actuals, but no tangible results could be expected in the next one or 
two years, as new factors responsible for variations were being 
suddenly injected. While the Committee appreciate this, they 
emphasise the need for adequate and detailed statistical surveys in 
regard to industrial production, personal and company incomes, 
etc., and for re-orientation in the approach of the officers to avoid 
undue conservatism in estimating. 

(i) The Committee feel concerned at large savings in the Capital 
expenditure during 1961-62 (Rs. 92.54 crores). This indicates that 
the administrative Ministries are over-optimistic about the imple- 
mentation of the various schemes. The Committee reiterate the 
observations made in paras 5 and 6 of their Ninth Report (Third 
Lok Sabha) that the administrative Ministries should work out 
details of the various projects and schemes included in the Plan 
in advance of their inclusion in the Budget, and that only such 
schemes should be included in the Budget as have a reasonable pros- 
pect of being carried out during the year. The Committee have 



also recommended the imposition of a lumpsum cut in respect of the 
overall provision under a grant in respect of which savings are a 
recurring feature, allowing the administrative Ministry to obtain 
a Supplementary Grant later, if necessary. The Committee desire 
that an early decision should be taken in the matter. 

(ii)  The Committee also note that in spite of delegation of powers 
made some years back to the administrative Ministries to incur ex- 
penditure, large savings continue to occur. The Committee desired 
the Ministry of Finance to examine the feasibility of making t h e  
financial control exercised through the Financial Advisers attached 
to the various Ministries more effective. The Secretary, Depart- 
ment of Economic Affairs promised to review the position in this 
regard. The Committee would like to know the outcome of this, 
review. 

(iii) The Committee have an apprehension that owing to delega- 
tion of more powers and the provision of funds on a liberal basis, 
there has been a tendency to overlook avoidable expenditure. When 
more funds are available, there is the usual rush to spend the 
amount towards the end of the financial year, so that funds may not 
Lapse. This tendency requires to be curbed. 



4 4 Finance The Committee would like to mention here that they have o 
fediry[ thak there is a scape for economy in expenditwe that is 
usually incurred by the various departments of Government under 
the nomenclature "contingent expenditure". Contingent expendi- 
ture has been defined as "all incidental and other expenditure includ- 
ing expenditure on stores, which is incurred for the management of 
an office, for the working of technical establishment such as a labora- 
tory, workshop, industrial installation, store depot, and the like but 
does ont indude any expenditure which has been specifically classi- 
fied as falling under some other head of expenditure, such as 
'Works', 'Stock', 'Tools' and 'Plan'." 

The Committee would like the Ministry of Finance to examine 
carefully the various items of expenditure taht are included by di* 
rent Ministries and Departments under this nomenclature with a $ view to ascertaining whether any amendment in the definition of this 
nomenclature is necessary to clarify the nature of expenditure in- 
cluded threunder. The powers delegated to different authorities 
to incur expenditure under the nomenclature "contingent expen- 
diture" should also be reviewed with the object of achieving em- 
nomy. In this connection the Committee also recommended that the 
provision on certain items such as inaugural ceremonies, laying of 
foundation stones, etc. should be exhibited separately in the budget 
with a view to apprising Parliament of the quantum of such expen- 
diture. The Committee also feel that during the period of emer- 
gency, expenditure on such items should be substantially curtailed 
i f  not eliminated altogether. 



5 5 Finance The Committee desired to be furnished with a note stating the 
break-up of expenditure on Police for the border areas and other 
territories for the years 1956-57, 1960-61 and 1961-62. The informa- 
tion is still awaited. 

Do. The Committee (1962-63) were critical about the unsatisfactory 
state of affairs arising from grants-in-aid to States worth crores of 
rupees continuing to escape audit check in regard to their utilisation, 
due to the lacunae pointed out by the Comptroller & Auditor General. 
'The Committee feel concerned to note that no head-way has been 8 made in removing these lacunae and the position continues to be un- 
satisfactory. The circular prepared in consultation with the Comp- 
troller and Auditor General more than 3 years ago regarding report- 
ing of actuals by the States, as certified by the respective Accountants 
General, has still not been issued. It  is understood from Audit that 
Accountants General are unable, in several cases, to obtain infor- 
mation from State Governments regarding the exact schemes on 
which the funds made available by the Centre have been or are 
proposed to be utilised and that the departmental figures of expen- 
diture met from loans and grants as furnished to the Government 
of India are not often supported by any details in the departmental 
records which can be verified by audit. The Committee are unable 
to understand why the Government of India are unable to insist on 



information being given to them and to Audit about the schemes on 
which the Central assistance is actually utilised and the expendi- 
ture incurred on each such scheme so that the departmental figures 
could be test checked from their own initial records even if there 
are difficulties in reconciling the departmental figures with the 
figures as booked in the accounts. I t  seems clear that the present 
situation under which the Government of India determine the quan- 
tum of assistance finally admissible to State Governments on the 
basis of figures which are not verifiable either from departmental 
records or from the accounts maintained by the Accountants General 
calls for immediate remedial action. 

The Committee desire the Ministry of Finance to take vigorous 
steps to devise a method that would enable the Comptroller & Audi- 
tor General to exercise proper checks in regard to the Central assis- 
tance made available to the States and to apprise Parliament of the 
results of these checks. The Committee hope that the matter would 
be finalised without further delay. 

Finance The Committee note that although a year has elapsed since they 
suggested that a study should be made of the procedures followed 
in various democratic countries for obtaining parliamentary approval 
to Government borrowing, not much head-way has been made in 
this regard. The Committee trust that the Ministry of Finance 
would vigorously pursue the matter and apprise the Committee of 
the outcome of their study before they consider the next year's 
accounts. 

--- A - - -  



- -- 
I 2 3 4 

8 8 Finance The Committee are glad to note that there has been no default 
in the payment of the principal or of the interest on foreign loans. 

9 9 Do. The Committee feel concerned over the delay in repayment of 
principal and interest by some of the State Governments. They re- 
iterate the view expressed in para 21 of their Ninth Report (Third 
Lok Sabha) that in the matter of repayment of loans and interest 
the Central and State Governments should on no account deviate 
from the terms and conditions already settled. In case the ways 
and means position of a particular State at any time needs to be 
strengthened, the Centre should consider the question independently 
and render such assistance in a direct manner instead of permitting 
defaults in the repayment of contracted loans. 

Do. (i) The Committee had already taken note of the difficulty in 
repayment of loans during the period of construction of river valley 
projects etc. They would like to reiterate the view expressed in 
para 16 of their Ninth Report (Third Lok Sabha) that when the re- 
cipients utilised the loans on projects involving long periods of gesta- 
tion, it would be more appropriate to provide for a specified period of 
moratorium in the loan sanction itself. The Committee object in 
principle to the practice of advancing fresh loans to the States for 
repayment of interest and principal in respect of earlier loans; other- 
wise this practice tends to increase not only their debt liability but 
also lethargy in tapping their own resources for the purpose. 



According to the Ministry's own admission there is wasteful expen- 
diture even in the less developed States, and there is a tendency 
to take advantage of the Centre's anxiety not to let any part of the 
country remain without development. The Committee regard this 
as a matter of concern. They were glad to be informed that this 
question was proposed to be placed before the next Finance Com- 
mission. 

(ii) The Committee trust that an early decision will be taken 
on the question of the Central Government themselves undertaking 
construction of the major projects in the States instead of advancing 
them loans for the purpose, considering all the difficulties that are 
being experienced in repayment. 

I I I I Finance The Committee desire that early decision should be taken re- Z 
garding repayment of the loans relating to the eastern sector and 
the Committee informed. 

12 12 Do. The Committee regret to point out that although the loans were 
granted to the States more than four years ago and in certain cases 
even ten years ago, the terms and conditions have not yet been settled 
and no repayment has been made, either towards principal or in- 
terest. The Committee desire the Finance Ministry to lay down a 
procedure whereby the administrative Ministries should settle the 
terms and conditions of loans before advancing them, except where 
loans are made to meet certain emergencies. Even in the cases 
of loans given for emergencies, the settlement of the terms and con- 
ditions should not be unduly delayed after sanctioning them. 



I  2 3 4 
- 

13 I3 Finance The Committee desired to be furnished with a detailed note in- 
dicating- 

(a) the reasons for the loans and advances mentioned in this 
para remaining outstanding; 

(b) steps taken for their recovery; and 
(c) the present position regarding their recovery. 

The Committee defer consideration of the matter till the re- 
quisite information is made available to them. All the same, the 
Committee desire that Ministries concerned should make vigorous 
efforts to recover the old arrears of principal and interest, and not 
allow them to accumulate in future. 

I 4  I 4  Finance In para 23 of their Ninth Report (Third Lok Sabha), the Com- 
mittee had suggested that suitable measures should be devised to 
safeguard Government's interest in giving guarantees, as the lender 
might not insist on a detailed scrutiny of the borrower's financial 
position when the guarantor was a Government whose credit worthi- 
ness was un-questionable. According to the Ministry's own adrnis- 
sion the risk would legitimately arise in the case of loans to  co- 
operative societies. The Committee desire that in every case where 
it is decided to give Government guarantee for the loans taken by 
private institutions, the Ministry of Finance should, before accord- 
ing their concurrence, satisfy themselves that Government interests 
are duly safeguarded. 
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