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INTRODUCTION 

I , the Chairman of the Public Accounts Committee, having been authori- 
sed by the Committee to submit the report on their behalf, present this 
Fifth Report on the Appropriation Accounts (Railways) and (Posts and 

Telegraphs) of 1949-50 and Audit Reports thereon. 
2. The  Appropriation Accounts and Audit Reports thereon rehting to 

the Posts and Telegraphs and Railways were laid on the Table of the House on 
the 30th May, 1952 and the 14th July, 1952 respectively. The Committee 
examined these Accounts during their meetings held in September and 
November, 1952. 

The Committee appointed a sub-Cornmirtee to examine the various 
notes/mcmoranda furnished by the Ministry of Railways and the Posts and 
Telegraphs Department on the points arising out of the examination of the 
above Accounts The minutes of the First, Second and 
Third meetings of'the sub-committee containing a brief record of their deli- 
berations are appended to this Report. 

3. A brief record of the proceedings of each meeting of the Committee 
l-as kccn maintajned cnd forms part of this Report. h statement showing the 
SIT rrmary of thc principal recommendations cf the Committee is also appended 
to the R e p n .  

?he Ccrrmittee plccc on record their appreciation of the great assistance 
given to thcm in their exnmination of the Accounts by the Comptroller and 
Auditor-General of India and his Officers. 



4 Financial Results of the Year.-The following table compares the origina 1 
.and the revised estimates with the actual expenditure of the year under 
report : 

(In lakhs of rupees) - .-.-- ---- 
Budget . Revised Ac tua l~  

Estimates Estimates 

Traffic Receipts (less refunds) . Z,IQ,OC) 2,25,I5 2,36235 
hlisccllaneous Receipts . 3316 3,7I 
Working Expenses (including dcprecia: 

339  
tion and payments to worked linesj . 1,72,12 1,86,60 1,94,91 

Miscellaneous Expenditure (including re- 
hate paid to worked lines) . S,:2 8 P 9  7,56 

Interest Chargcs . . [22,88 23~15 23,18 
Surplus . 94-4 I 1,02 14.9 
Conrribution to denera'l ~ e v c n u e s '  ; !4172 7,oo 7.m 

The Accwunts for 1949-50 are the second Accounts of the Railways in 
India for a complete year slnce the attainment of Independence and the parti- 
tion of the country. In the year under review, the gross traffic receipts reached 
a ncw high level of 12s. 2,36 crores with a surplus of Rs. 14.59 crores. From 
lhis surplus, Ks. 7.59 crores was credited to the Depreciation Reserve Fund, 
aftcr allocating Rs. 7 crores to the General Revenues. 

Radway Reserve Fund.- The Railway Reserve Fund opened with a balance 
of Ks. 6 82 crores. Though at the time of budget, no transactions affecting 
this fund were expected, there was acmally a small accretion of Rs. 9,391 
during the year. This was made up of a credit of Rs. 675 and a minus debit 
of' 13s. 8,716. The former represented the profit realised on the cancellation 
of investment made out of this fund in the Panchora Jamner Railway wh~ch 
was purchased on the 1st April, 1949. The minus debit was on account of 
thc lvrite-back of'the amount which was debited to this fund in excess in the 
prcvious year to meet arrears of depreciation in respect of rolling stock re- 
placed after 1942-43. At the end of the year, the balance in the f w d  stood 
at Rs. 6.82 crores of which an amount of Rs. 15'56 lakhs was inv'ested in 
shares of branch lines and Rs. 10.23 lakhs in loans to branch line com- 
panies. 

Drpreciation Reserve Fund.-The total contribution to the Depreciation 
Reserve Fund during the year under review amounted to Rs. 19.17 crores. 
This was made up of a contribution of Rs. 1,158 crores from the ordinary work- 
ing expenses and the balance of Rs. 7-59 crores represented the amount 
transferred from the surplus of the year. The  withdrawal from the fund 
amounted to Rs. I I .73 crores. The  net accretion to the fund during the year 
thus amounted tc Rs. 7'44 crores. The  closing balance on the 31st March, 
1950 stood at Rs. 109 crores as against IOI -58 crores on the 31st March, 
1949. 

Railway Betterment Fund-No appropriation from the surplus of the 
year was made to the Railway Betterment Fund during the year. An amount 
of Rs. I 7 ctores was withdrawn from the fund to mect - d i m  on passea- 



ger amenities. This was, however, offset by a credit adjustment of Rs. 1 . 7 5  
crores representing the write-back of the expenditure incurred during 1948-49' 
on staff amenities and on unremunerative operating improvements costing 
not more than Rs. 3 lakhs on works which were in progress on the 1st April,.. 
1949. This is as the result of a decis~on taken at the time of budget that the 
expenditure from the betterment fund should be restricted only to passenger 
amenities and that expenditure on works other than passenger amenities, 
which were still in progress on the 1st April, 1949 should not be charged to 
this fund. This resulted in a net accretion of Rs. 5.22 lakhs to the fund. 
Besides, an amount of Rs. 42-45 lakhs representing interest was also credited. 
to the fund. The closing balance in the fund thus stood at Rs. 13.80 crores. 

5. Excess over voted grants.-In the year under review, there were exces- 
ses in five voted grants, viz., Nos. 4, 5 ,  8, 1 1  and 16 as against scvcn during 
the year 1g$3-39. The excesses are shown below:- 

- 
Item Namc of thc Grant Find Actual Escess 

No. Grant Expenditure 

Rs. Rs. Rs. 
I 4. - Revenue - Working Ex- 

' penses - Administra6on . 22,21,3S,ooo 22,45,82,451 24,4445 1 
2 5. -Revenue - Working Ex- 

penses - Repairs and Mainten- 
ance . . 66,43,01,ooo 67,88,38,193 1,45$37,193 

3 8. -Revenue - Working Espen- 
ses-Operation other than 
Staff and Fucl . 1 1 . 4 6 , 6 3 , ~ 0  12,69,72,641 1,23.09,641 

4 r I .  - ~ e v e n u e  - ~ o r ' k i n ~  ' Ex- 
penses- Appropriation to Dc- 
preciation Fund . 1619~33,ooo 19.17,61,~57 2,9QS,557 

5 16. -Open Line Works-Add,- 
tions . 1 i , 6 5 , 3 5 , ~  25,65,25,1 14 7,99,93,114 

The reasons for the excess in each case have been explained in detail 
under the sub-head of the Grant concerned in the Appropriation Accounts of 
the Railways in Indiz-Part 11. 

There was also an excess over the final appropriation in the case of in- 
terest on capital which is treated as 'charged expenditure'. The excess is 
indicated below :- 

Final Appropriation Actual Expenditure Excess 

Rs. Rs. Rs. 

The Committee observe that for the reasons recorded in para. 2 of the 
Report of the Public Accounts Committee, 1950-51, the above excesses need 
not be regularised by the Parliament. They would, however, reiterate the 
recommendations made by them in paras. 18 and 12 of the First and Second 
Reports on the Accounts for 1948-49 respectively. 

6. Accuracy of bu4geting and control aver expenditure.-The Accounts 
under review show a net excess (over the total grant) of about Rs. 35 lakhs 
or 0.15 per cent. under Revenue Expenditure. Under Capital, Depreciation 



Reserve Fund and Betterment Fund, there was atsaving of about Rs. 16'- 
lakhs or 26.27 per cent. The  details of excesses and savings are shonw: 
below :- 

(In lakhe of rupees) 

Total grant Saving (-) Percentage 
and appropria- or of 

tion Excess (i-) Col. 3 to 2 

- 

Expenditure charged to Revenue . 2,3488 .I- 35 0 . 1 5  
Expenditure charged to Capital, Depreci- 

ation Reserve and Betterment Funds . ,62,50 - 16,42 26.27 
- 

Savings on voted grants.-Savings occurred in thmeen out of twenty 
voted grants. 

7. Budgeting and Control over expenditure.-From a reference to the 
hkmorandum showing the financial results of the working of the Railways for 
1951-52 placed before the Committee (Cf. Appendlx 111), they note thst the 
improvement in estimating under the various heads taken as a whole which 
was noticed for the year 1 9 p - j  I has been maintained during the year 1951- 
52 and further that the tendency to over-estimate expenditure has become 
less marked. The  Committee also note that the Accounts under report 
afford several instances in which there have been excesses over estimates. 

On the B.B. & C.I. Railway, an excess of Rs. 26.47 lakhs which was 
explained by the Ministry as due to increase in the cost of stores and to greater 
consumption of stores occurred over the final appropriation. The Committee 
find that the excess was caused by the negligence on the pan of the Railway 
Administration in not having properly watched the progress of expenditure 
at the time of framing the final estimates. The Committee consider that the 
Railway Administration should aim at closer estimating. 

Another excess of Rs. 11.84 lakhs on the E.I. Railway was explained as 
due to short provision of freight on Ra~lway material at public tariff rates. 
The Committee are not satisfied with the explanations given by the represent- 
atives of the Railway Board and note that the Rnilway Administration did 
not exercise proper vigilance at the time of the preparation of the final estima- 
tes. The Committee feel that it is essential that assumptions should appro- 
ximate to facts as far as possible. 

The Committee also note that E.I. Railway failed to make any prcvision 
in the budget for special expenditure in connection with the Kumbh Mcla. 
The provision cf Rs. 5 70 lakhs in this behalf made in the final estimates proved 
entirely inadequate as the actuais exceeded this provision by Rs. 6.36 lakhs. 
The Committee regard it as a lapse on the part of the Railway Administration 
even in routine anticipations of important seasonal traffic in comectian w ~ t h  
such well-known fairs as the K d h  Mela. The Committee hope for improve- 
ment in this respect in future years. 

The Committee further note from the 50 cases showing the defects in 
budgeting enumerated in Annexurc B to the Appropriation Accounts of the 
Railways in India, Part I and Chapter I cf the Rnilway Audit Report, 1951 
that there have been omissions on the perti of the vdrious Railwsy 
Administrations in over-estimating or under-estimating their requirements 



which subsequently led to surrenders or supplementsry grants or excesses over 
she voted grants. The Committee alsc find that in certain cdses referred to 
in the Audit Report, the expenditure bore no relation with the revised estimates 
indicating inadequate review of the trend of expenditure towards the closing 
months of the ya r .  The Committee attach great impcnance to the high 
standards of budgeting being attained by the Railway Administrations and 
the necessity of obtaining grants suficie~?t to cover expenditure which may be 
incurred within a year. 

The Committee urge that the Railway Board shculd once again draw the 
sttention of the Railwq Administrations to the observance of financial checks 
and safeguards and the application of rigid financial control, as the immediate 
responsibility for seeing that the budget is properly plnnned and expenditure 
is kept within sancticned grants rests on the Railway Board. 

The Committee observe that the Memorandum referred to in the commen- 
cement of this para. had not been verified by the Audit authorities before its 
submission to the Committee. The Committcc desirc that in pursuance of 
standing instructions contained in thc Officc Mcmorandurn from thc latc 
Finance Department, No. D. 6368-F, datcd the 17th August, 1934 and as 
reiterated vide the Office Mcmorandum from thc Ministry of Financc No. 
F. 10 (10)-B/y, dated the 31st October, 1952, all notes/mcmoranda containing 
facts and figures which arc susccptiblc of verification by Audit authorities 
should, in thc first instance be rcfencd to audit authorities bcforc bcing sub- 
mined to the Committcc. The Committee desire that these instructions should 
invariably be followed by the Railway Board in futurc. 

8. Delay in the submtssion of the Appropriation Accounts o j  the Railways 
for 1949-50.-Thc Committcc notc that these Accounts were duc for submis- 
sion to the Comptrollcr and Auditor-Gcneral of India on the 15th March, 
1951, but wcrc not submitted by the Railway Board until more than a year 
latcr. The Committee would like to invite the attention of the Railway Board 
to the rccommmdations contained in para. 5 of thcir First Rcport and urge 
that the Railway Board should in future adhere to the prescribed programme 
for the compilation and submission of the Accounts to the Comptroller and 
Auditor-General of India. 

9.  Changes in the finann'al and accounting structure of the Rai1waw.- 
The Ministry of Railways submitted for information of the Comrnittec a 
Memorandum setting forth the various changes which the Railway Board had 
introduced in the financial and accounting structure of thc Railways with 
effect from the Accounts of 1952-53 as a rcsult of the integration of the Indian 
Railways into a unified undertaking, owned and worked by a single Central 
Authority (Appendix XVII). The Committee wcre informcd that the Railway 
Board had not consulted the Comptrollcr and Auditor-Gcncral of India in 
the matter of introduction of the contemplated changes. In this connection, 
the Committee would like to draw the attention of the Railway Board to the 
provisions of Article I 50 of the Constitution which lays down that 'the accounts 
of the Union * * * shall be kept in such fonn as the Comptroller and Auditor- 
General of India may, with the approval of the Presidcnt, prescribe'. 

The Committee regret that the Ministry should have failed to consult the 
Comptroller and Auditor-General in introducing any changes in the Account- 
ing structure and trust that such lapses will not occur in future. 

10. Visqapotm Pod.-The Committee find that a sum of about Rs. 8 
'Lakhs is outstanding from the Ministry of Dcfena on account of tbe rent for 
she lasd leased to the late Defence Deparunent. The CoLIlOljnet were informed 



that the matter was still under correspondence benireen the Ministries o f  
Railways and Defence. As the non-recovery of this amount is likely to. 
increase the loss in the working of the Vizagapatam port, the Committee suggest 
that a high-level conference should be arranged between the two Ministries 
in order to arrive at an agreement for the final adjustment of this long outstand- 
ing amount. The Committee desire to be furnished in due course, with a 
report stating the action taken in the matter. 

Losses, nugatory expenditure, financial irregularities, etc. 

I I .  Abandonment of Locomotive Building Works Project, Kanchmapara.- 
'The Committee regret to observe that the various irregularities disclosed i n  
Para. 19 of the Audit Report in regard to the payment of compensation claims 
to the contractors on the basis of arbitration and loss of cement, steel and furni- 
ture valved at several lakhs of rupees that followed in the aftermath of the 
abandonment of the project at Kancharapara as a result of the partition of the 
country are marked by wastage, neglect and incompetence of the Railway 
Officers who had handled the case. The Committee also find that in two cases 
even claims relating to items in respect of which the contractors had signed 
"No Claim" certificates previously werc allowed to be referred to arbitra- 
tion. The Committee observe that the Railway Administration should have 
insisted on the exclusion of these cases from the claims before agreeing to. 
arbitration. They feel that it was a mistakc on the part of the Railway Ad- 
ministration and can bc cited as an exarnp!~ of 'carc!css stewardship' of the 
financial interests of the State. 

Thc C)mmittcc als? ob;ervc t h ~ t  t l ~ c  O'ficci; e?pe:ially t h ~  seli3i 
Officer of the rank of Deputy Contrc)ilcr of Stves through w h m  
negligence the pilferage of stores was faci1ita:cd ec;pecidly at a time whc? c ~ m -  
modities like cement and steel were in grwt dcmmd i11 thc mlrkct in view 
of controls then prevailing have not been propeily dealt with as thc ;KT of 
conveying mere displeawre of the Railway Board to him doc; not, in thc opi- 
nion of the Committee, constitute an adequate punishment. 

12. Assam Rail Link Project.-Thc Committec, while appreciathg the 
national importancc, and urgency which nccessitamI thc expeditious esecu- 
tion of the Assam Rail Link Project, observe that paragraph 20 of the Audit 
Report has brought to notice that in a numbcr of c a m ,  the open tender system. 
was not adopted in regard to contracts. 

The Committee are cognisant of the difficulties that had to be encountered 
by the Engineering authorities in the earlier stages of the project and are not 
unmindful of their achievement in comp!eting the work even in advanm of the 
target date fixed for the completion of the project. Nevertheless they are not 
entirely satisfied that there was suficicnt justification for dispensing with the 
tender system, particularly after the first working season. The Audit Report 
shows that out of 371 contracts amounting to Rs. 2.09 crores, 300 works o f  
the approximate value of Rs. I 7 crores were given out at negotiated rates and 
without inviting open tenders. The Audit Report has also brought out that 
it is not possible for Audit to say categorically that the negotiated rates have 
resulted in higher rates being paid than would have been paid had open tenders 
been called for. In order to assess to what extent, if any, the system of nc- 
gotiated rates has led to any extra cost to Government, they requested the 
Railway Board to appoint a team of three officm consisting of an Engineer, 
an Accounts Officer and an Audit Officer, to investigate into a number o f  
typical case where open tenders were not called for. This team of Officers 



-submitted a report* whic however, was found by the Committee to be vague 
and ambiguous and it was not possible to arrive at any definite conclusions on 
the basis of the report. The Committee, therefore, suggested that the investi- 
gating team should continue their work oa the following lines:- 

( i )  Select a few complete sections of the Rail Link involving higher 
rates and examine by a scrutiny of all the work ordemrelating to 
these sections and the relevant measurement books, whether the 
payments made were for work in excess of that involved in thcse 
Sections. 

.[ii) In respect of (i) abwe, h3w much of the payments were at basic 
:rates and how much at higher rates and in the la~ter case, to what 
extent were these higher rates justified? 

,(iii) As regards the works executed in other sections of the Rail Link. 
an analysis should be prepared showing the number of works 
in respect of which payments were made in excess of the basic 
rate and the total quantity and arnxmt involved therein. 

As regards the personnel of the team, the Committee agree with the sugges- 
tion made by the Comptroller and Auditor-General that the existing Members 
may continue with the exception of the Engineer Member who shoald be re- 
placed by a retired Engineer of the status of a Chief Engineer, Indian Rail- 
ways. 

The Committee reserve their judgement in thse:cases till the further 
report of the investigating team is available to them. 

The Committee, however, suggest that in future in all caws where works 
are required to be carried out in any emergency, special procedure should be 
prescribed by the competent authority taking into account all the circumstan- 
ces of the emergency. It is undesirable that a general permission to the au- 
thorities executing the work " to take all necessary measures to ensure that the 
projcct is fulfilled" should be given (as was stated to have been done in this 
.caw) and the extent to which the normal Code rules are to be relaxcd should 
be precisely stated. Further, the authorities exercising such extended powers 
should be directed to leave sufficient coiltemporary record of facts to enable 
the investigating authorities in future to judge whether such powers have been 
,judiciously excrciscd. 

I 3. Agreement with Swiss firm ' Schlieren' for the mznufacture of all-meta 
Jighr-weight coaching stock in India.-The Railway Board entered into a twelve 
year agreement with the Swiss firm Messrs. S:hlicrcn in Mly 1949 for thc 
.following purposes- 

(I) To give every assistance in stablishing a factory for the manufac- 
ture of all-metal light-weight coaching stozk in )India. 

(2) To supply technical assistance by receiving in its factory and ins- 
tructing technicians and engineers deputed !by Government. 

As a part of this agreement, it was also provided that Government shall 
glace orders on 'Schlieren' for fabrication at their Works to Government's 
approved design, for not less than 50 coach- per year for the first four years of 
ls he agreement. 

*The report of the Investigating Team submitted by the Railway Board being a 
voluminous document has not been printed .as an Appendix to this Report. 



As for payment of these coaches, it was provided that for the 2 prototype 
aaches ,  payment will be made on cost plus 10 per cent. basis. For bulk 
orders, the cost per coach will be calculated on the cost of fabricating the first 
25 coaches audited by an auditor to be appointed by the Government of India 
with a 10 per cent. addition as profit margin. On the basis of the cost SO 
established, a firm price will be determined which will hold for the fu$ 4 
years subject to the condition that if the prime cost fluctuates more than 5 per 
cent. either way consequential adjustments in price will be made. For subse- 
quent orders, lirm prices will be determined on the then prevailing ~03%. 

For the technical aid part of the agreement the firm have been paid 
8 , 8 0 , m  Swiss Francs up  to the date of the Audit Report, thst is, in respect of 
the years 1949, 1950 and 1951. The only technical aid so far received has 
been that the design of the coaches had been finalised and that six mem- 
bers of the Firm's technical staff spent a period of about 13 months in 
this country at the expense of Government which later amounted to another 
2 lakhs. They have also trained 3 draftsmen in their factory. The Committee 
agree with the view expressed in the Audit Rcport that the agreement should 
not have been executed even before the site of the factory was settled and 
financial arrangements completed for setting up the factory. The representa- 
tive of the Ministry of Railways, however, explained that it was necessary to 
enter into an agrecment with this firm before technical advice of any kind 
could be got from them. 

If the main purpose of the agreement was to get advice and assistance for 
manufacturing this type of coaches, it was not necessary, in the opinion of the 
Committcc, to bind Government to purchase a certain number of coaches from 
this firm over a period of years. It was explained that the placing of orders 
with thc firm for manufacturc of coaches was also a coxiitio;l on which the 
firm insisted, before they would agree to give any assistance. 

In respect of the supply of coaches, certain unusual conditions were in- 
corporated in the agreement, namely, that 50 per cent. of the estimated cost of 
the coaches on order shoald be paid " with the placing of thc orders". The  
story of these payments is interesting. Clause 6 of the agreement provided 
that the design of these coachcs should be prepared by a team of Officers of the 
firm in consultation with the Govcrnmcnt. They w:re then to manufacturc 
in their firm 2 prototype coaches of this design. When these prototype coaches 
had been tested, Schlieren were to arrange for the production of the coaches. 
It  transpired during the examination of the wim:sses. from the Ministry of 
Raihvays that thcre was considerdble delay in finalising the design which was 
completed only in September 1950 It  is not known when the mmufacture of 
the prototype coaches was completed, when they arrived in Inl ia  and when 
their tests were completed. In any case, it wns extraordinary that an or& 
ahould have been placed in January, 1950, that is cven before the design 
was finalised, and an advance payment of Ks. 26 lakhs made on that account. 
I t  was explained that the placing of this order in January, 1950 was essential 
under the agrecment. It  would appcar from the provisioas made in clause 6 
of the agreement that it was known that coaches of the design alrea dy manu- 
factured by this firm would not be suitable for the conditions prevailing in this 
country, and that a separate design would have to be devdopd  an1 tested. 
with this knowledge, it was certainly injudicious to have agreed to a condition 
that orders msut be placed during the first four years of the agreement. 
The  Coinrrittee take strong cxception to the provision for advance payment. 
The  payment becomes even more objectionable in view of the fact that it was 
made before the firm could possibly commence manufacture. The represent- 



ative of the Minisuy claimed that this ayment was of the nature of an 'on 
account' payment. The Comptroller an 1 Auditor-General characterised the. 
payment as an advance pure and simple for the purpose of financing this 
firm and that it was not an 'on account' payment. The Financial Commis- 
sioner admitted that this was so. Even 'on account' payments are made on. 
the security of the assets of the Company or by obtaining a bank guarantee. 
The Committee note with regret that the Ministry could offer no explanation 
for not taking either of these precautions in this case. 

Clause 10 of the agreement provides that deliveries for the annual orders 
will be completed within the year. The Committee were informed that up-to- 
date (i.e., November, 1952) only about 26 coaches had been received. This  
means that the firm had produced only 26 coaches over a period of two years 
after finalising the design. In thc opinion of the Committee, clause 10 of the 
agreement has been infringed, and Government had cause for action undcr 
clause 15 of the agreement which provides that if the firm commits breach of 
any of the terms, provisions and agreements contained therein, Government 
shall, without prejudice to its other rights and remedies, be entitled to ter- 
minate the contract by giving six months' notice. 

In spite of the defective performance on the part of Schlieren, a second 
order for 50 coaches was placed in 1951 and a p;lyment of 28,75,000 Swiss 
Francs made in March, 1951 although not a single coach against the first 
order placed in January, 1950 had been received in this country on that date. 
T r e  Committee record their disapproval of the action of the Ministry in 
having placed the second order and having given the firm further financial 
assistance. 

As will be seen from the foregoing, the total payments made in respect 
of the coaches on order up to the end of July, 1952, were about Rs. 55 lakhs. 
Further payments appear to have been made since then, and the Financial 
Commissioner, when he appared before this Committee on 3rd November 
1952, informed them that the pajments made up to that date totalled Ks. 
96 lakhs. Against this, 26 fully furnished coaches,costing about Rs. 52 lakhs 
had been delivered, and the Financial Commissioner stated that funhcr coaches 
would be arriving at thc rate of six per month. Hc assured the C )mmittce 
that there would be no loss as a result of these advance payrncms. 

The Committee has alwaqs held the vlew that 'cost-plus' contracts should 
be avoided except when they are inevitable. While there might hove been at 
lean some junificathn during an emergency, such as war, when firms had to 
enter new lines of business or even during ordinary times in case where an 
indigenous industry has to be developed, the Committee is emphatically of 
the view that such contracts should not be placed in other caw;. In parti- 
cular, it is wrong to enter into ' corn-plus' contracts, w i ~ h  f ixe ig  firm; over 
which Government can have little control in respect of m t s ,  and when even 
precise asccrtainmcn: of cost, is likely to bc dficult.  In thc prcamblc to thc 
agreement with this firm, it has been mted  that Schliercn have long and varied 
experience of manifold character in the manufacture of light-weight cmching 
stock. If that was sc, this firm with considerable experience should have 
been in a position to quote a fir- pricc oncc the design was finalised. The  
'cost-plus' amtract should not have been entered into with such a firm, as it 
has ha1 thc experience in the past that there is no incentive to economy 
in such contracts, and that Government has always to pay unnecessarily 
high prices. As was to be expected, the estimate of the cost 
in this case has been going up from time to time. In March, 1949, the 
estimated cost of an unfurnished coach was ~,ro,ooo Swiss Francs ; 
in September 1951 it was 1,38,113 Swi~g Francs. In November 



1950, the estimated cost for a fully furnished 3rd class coach was given 
as 1,5o,ooo Swiss Francs, whereas in August, 1952, it was 2,15800 Swiss 
Francs. This shows that the liability of Government is indefinite and in- 
creasing constantly. The Committee view this with great concern. 

On the other hand, the cost of the fully furnished 3rd class coach of the 
conventional type, namely, under-carriage with a body built on it manufactured 
in the Hindustan Aircraft Factory is about Rs. 1,3o,ooo/-. The representatives 
of the Railway Board assured the Committee that when the new design coaches 
are manufactured in the factory, which is being set up at Perambur, the cost 
of these coaches would be 'comparable' with the cost of the Hindustan Aircraft 
Factory coaches. 

In conclusion, the Committee consider that the main defects in this con- 
tract and its working are the following:- . 

(I)  Entering into an agreement even before the site of the factory was 
decided upon. 

(2) Entering into a commitment binding Government to purchase a 
certain number of coaches ftom the firm over a period of years. 

(3) Making of payments which amounted to:financial assistance to the 
concern without security or bankers' guarantee not only in the 
first year but also in the second year even though the first orders 
had not been complied with. 

(4) Undertaking of a financial liability of an undefined nature, without 
rim;-limit, bascd on a 'cost plus' contract. 

The Committee strongly feel that such dekcts should b: avoided in any 
future contracts to be enrered into with suppltcrs. The Gxnmittee under- 
stand that the agreement with Schlicren is under revision. They, therefore, 
recommend that these comments should be immediately taken into account in 
carrying out such revision. The Committee further desire that they should be 
supplied with a copy c f  the ncw agreement as soon as it has been entered into. 

14. Eastern Putsjab Railway-Loss by the Ratlway due to non-supply of 
bricks by [he Conrractors wi t lm the sttpul-ted time.-After considering the 
comments contained in Para. 27 of the Audit Report and further infomarion 
furnished to them by the Railway Board (Cf. Appendices XXII and XXXIII) 
the Committee feel satisfied that the Divisional Superintendent concerned 
did not record specifically the certificate of ' no loss on account of late delivery 
of the material' as required under the rules at the time of ordering re-purchase 
of bricks at an additional cost of about Rs. 24,439 when the contractor failed 
t o  supply the bricks within the stipulated period and there could be no escape 
from the ~wnclusion that the Railwaq Administration committed an error of 
judgement in this case. Further, there was no justification for not invokmg 
the Risk Purchase clause in the contract, and effecting recovery of the loss from 
the contractors. The Committee note that in order to remedy such s i tu ions  
which place the Railway Administrations in an embarrassing the 
Railway Board have issued instructions to them that in all cases of extension 
of delivery dates as provided for in the contracts, such certificates should be 
specifically recorded by the competent authorities. 

I 5 .  Chit tatanjan Locomotive Works-Rem'm of Stores Accmmts. --The 
Committee view with concern the lack of care displayed in the maintenance! of 
Stores Accounts of the project as disclosed in Para. 28 of the Audit Report which 
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inter alia refers to the 'serious defects' and 'confusion' in the upkecp o f  
priced ledgers. The Committee pursued the matter with the Railway Board 
and wanted to know the latest position. The Committee considered the 
Memorandum furnished by the Railway Board in this respect (Appendix 
XXIII) and observed that the position as stated by them presented a general 
statement of the siiuation that led to the chaotic state of affairs in the Chitta- 
ranjan Locomotive Works and did not irdicatc the valuc of the stores which 
had not been checked so far. As desired by the Committee, the Railway 
Board submitted to them a funhcr Memorandum stating the precise position 
of the Stclts Account at the Workshops (Appendix XXXIV). As the figures 
relating to thc adjustments made under the various Stores Suspense Hcads of 
Account mentioned in tklat Mtmorandum had not been verified by the Director 
of Railway Audit, the Committcc decided to defer further consideration there- 
of: Thcy dcsirc that a Memorandum sttting forth the p r o p s s  madc in the 
maintenance of t t e  Store Accounts at the Workshops should be submitted to  
them, in due tours:? after getting it scr~t ir~izea by the Director of Railway 
Audit. 

16. Recovery cf Ireuvy xtarion 0utstandings.--The Committcc n o ~ e  that ou 
of' 2 :urn nf over K::. 18 lakhs showL in para. 40 of the Audit Report as out 
s1mdir.g against t t e  station staff on accourlr of admittcd traflic debits on the 
31st Malch, 1950, about Rs. 6 lakhs haw alrcady b u n  rccovcred and the 
latcst position of ,such dt bits is about Rs. 12 lakhs. The Committcc cxpress 
cc,r.cern ovir sucl h h u g  ~ I T K U ~ , ~  bti1.g ~ u t ~ t ~ i d i ~ l g  for recovery from the 
station stafl'. Thc Railway Board have contcndcd that in view of the limita- 
tions of  he total amount t lm can be rcaliscd monthly from ;he salaries of 
individual stafl' jmroscd under the Payment of Wages Act, r 936, there is 
bound lo kc Fame drla! in the rcalisation of the full amount. Thc Committee 
apprehend tkat in a grcat numhcr of'ca~es, the amourit of outstandings might 
bc very large and may even exceed the pay of the Railway Senants and as 
such the chances of full recowry may be very rtmoii. The Committee 
de:i~e that the Railway Board should imprcss upon the various Railway 
Aclmini>trationc to cffcct rccovcrics of thc ouistanding debits from the station 
stafl cxpeditiou:ly m d  no consideration should bc shown to them in the mat- 
ter of poslponcment or write off of such recoveries. The Committee also 
supgcs~ that the Government should explorc the possibilities ofrecolwing thcse 
outstandings, i!' ncccssar-\.> by emcnding thc Payment of Wages A a ?  1936. 
The Committee desire :hat the Kail~vay Board should take all steps conddered 
necessary to safeguard the interests of the Public Exchequer. 

17. Agreement with TELCO jor tllc manujucture of Locotnolivc Boilers.- 
An agrcrmcnt datcd 20th August 1947, was cntc red into by the Railway Board 
with TELCO for the manufacture and sale of locomoriw boilers and loco- 
motives required by the Government. The agrccmcnt is to run for 16 years 
from the 1st Jur.e, 1945. In terms of the agreement, the production of boilers 
during diffcrcnt periods of the contract was programmed in the manner indicat- 
ed below:- 

(i) A minimum of 50 boilers during period ' A' covering t\,elvc m ~ n t  he  
from 1st June, 1945. 

(ii) During period 'B', that is one year'from the end of period ' A', 
the production was to be " stepped up consistently so that by 
the end,of  this period the Singlibhum Shops are capable of 
manufactul ing at a rate of r w boilers a year". 

During periods 'A' and 'B' the price of boilers was to be the actua 
cost of production. 



(iii) Period 'C' was to commence with the end of period '13' and 
continue for the rest of the period of the contract. During this 
period, the price was to be a fixed one, 

The working of this agreement was commented upon in para. 22 of the 
Railway Audit Report for the year 1947-48 (post-partition). It was discussed 
by the Committee in their sessions during January, 1951 (vrde paras. 61-63 
of their Report for 1950-51) and September, 1951 (vide para 20 of their Second 
Report, 1951-52). 

'Thc agreement was designed evidently to encourage the production of 
boilers in India, but, there are some extraordinary fcatures in the agreement. 
At the outset, :he Committee do not question the justification for paying to 
this firm a price higher than what it would cost to import similar boilers from 
abroad. Payment of subsidy is unavoidable when a new industry is being 
established, but the provisions made for payment to TELCO are so romplicat- 
ed that they d:feat the very purpose of the subsidy. Although, TELCO 
\verc entitled to the actual cost of produc~ion during periods 'A' and 'By the 
provisions for payment rev them stipulated that during these pcriods they were 
to be paid only the landcd cost of similar boilers. The diflerence between the 
actual audited cost of boilers and this landcd cost was to be transferred to a 
Boilcr Dcvelopment Account, that is, although it costs TELCO more to manu- 
facture these boilers, they were re-imbursed by Government on11 a part of their 
cost. As TELCO did not get full payment of the cost of manufacturing those 
boilcrs, they had to find the financc t o  mcet this difftrcnce and this could be 
donc only by increasing their capital. In short, they had to capitalisc their 
losscs. It is clear that this was thc intrntion as  the amount standing to the 
crcdit of thc Boilcr Dcvclopment Account is shou-n as item (viii) of h e x u r e  
11 to the First Schcdulc to thc Agrerment which dcals ivith the computation of 
capital. The increase of capiral to the extent of the amount transferred tb 
thc Boiler Development Account can only be found by raising new capital. 
As the balance in the Account is a liability of Gavernment to be cleared over? a 
pcriod of years, vidc para. 3 of the First Schedule, it \vould have been far 
simpler f o ~  Government to pay thc actual audited cost of production f r ~ m  
time to time instcad of wiihholding a par[ of it. The only ctiect of the com- 
plicated arrangement of having a Boiler Devclopmcnt Account which itself 
is a liability of Govcmment, has lxcn to blur the true nature and magnitude of 
the tran~actions \virllout any obvious adtantagc either to Government or to 
TEI-CO. In fact, Go\wnmcnt appear to have realised the defect in this 
arrangement and they, therefore, dccided in September, 1949, to make pay- 
rncnts on the basis of cost claimed by TELCO and to do away with the Roiler . Dcvclopmcnt Account by paying to TELCO the balance in the Account up 
to that datc. To  finance the subsequent trasanc~ions of the firm, prcfcrence 
sharcs WIT issued by the firm to 111e extent of Rs. 2 crores and were purchas- 
cd cntircly by Government. 

The agreement has been in operation for seven ycars and although the 
basis of Government's ultimate liability for periods 'A' and 'B' is the actual 
audited cost, nothing has so far been done to cictennine the costs finally in 
respecz of the actual cost pcriod. 'The Committee recommended in paragraph 
20 of their Second Keport for 1951-52 that the provisional pa!mcnts made in 
respect of periods ' A' and ' B' should be finaliscd urgently and that the question 
of fixation of prim for period ' C' should be expditcd. The Committee also 
called for a note outlining the arrangements agreed upon with TELCO. 
The Railway Board furnished in September, 1952, a note on the pricing of 
boilers under order with TELCO (Appendix XXXII). 



According to this note, the very basis of the commencement of period 'C' 
has been changed. Under clause ( 5 )  of the agreement, periods 'A' and 'B' 
are periods of 12 months each and period 'C' was to begin at the end of 2 
years from the commencement of the agreement, i .e. ,  from 1st June, 1947. 
According to the new arrangement described in the above note, period 'C' 
is to commence only when full production is attained. Even to-day, that 
is more than seven years afiel the commencement of the agrcemznt,.provisional 
payments are being made. These are not based on even an approxrmate check 
of bills presented, but are ad hoc payments. An ad Iwc payment of Rs. 20 
lakhs was thus made in January, 1951, Rs. 16 lakhs in July, 1951 and Rs. 
I I lakhs in March, 1952. 

It has been claimed that the fixed price period has not yet commenced 
although it should have commenced from 1st June 1947, under the original 
agreement, and this period was further extended up to January, 1949. In the 
note of the Railway Board, referred to above, it has bcen stated that the period 
'B' is to continue until full production has been established IS so, there cdn 
be no question of TELCO getting any profits during this cxtended period 
'B' as all paymcnts during this period should k limited to cost without profit. 
Nevertheless, TELCO have assessed for themselves a profit ot'lis. 7 lakhs and 
included it in their accounts for the years 1949-50 and 1950-51, and the Go- 
vernment of India have agreed that they may rctain this profit. Details 
of this calculation of Rs. 7 lakhs are not known. 11 is presumably 7 per cent. 
per annum on the capital, which is admissible only in period 'C'. This would 
'mean that while for the purpose of' earning profit, period 'C' is supposed to 
have already started from 1949-50, the Government is still paying to the 
firm on the basis of actual cost and not on fixed price. The profit element can 
accrue under the terms of the agreement only when the fixed price period 
commences. 

All these complications have arisen because there has been undue delay 
in finalising costs for periods ' A' and ' B' and in coming to a business-like 
decision with regard to the commencement of period 'C'. The representative 
of the Railway Board admitted that the agreement entered into with TELCO 
was a complicated one and that their own expectations regarding the execution 
of the contract did not rnaierialise, and that moreover, they did not see any 
likelihood of the firm attaining the full production of boilers by December, 
1952, as per undertaking given by them. The Committee repeat that it is most 
unsatisfactory that payments over this period of 7 years are still t rea td  as 
provisional and that actual cost has not yet been worked out and accepted by 
Government. If there are difficulties in reaching agreement on cost, the 
matter must be referred for arbitration. 

TELCO manufacture also road rollers, underframes, etc. and the need 
for efficient and accurate cost accounting and their check on behalf of Govern- 
ment is sl! the more necessary so that the costs are properly allocated among 
the several contracts. 

The Committee regret to observe that while under the terms of the agree- 
ment the periods 'A' and 'B' are each for one year only, the Railway Board 
haw since agreed to link these periods with the production plan also. This is 
mainly responsible for the extension of period 'B' from time to time and has 
clearly worked to the advantage of TELCO. 

While on this subject, without pronouncing any opinion on the subject of 
nationalisation of industries as such, it appears to the Committee that in the 
case of an industry which caters mtirely for Government purposes, such as the 



Locomotives or the Ammunition Factory, there is obviously astrong case for the 
State-ownership and management of such industry. The arguments may be 
different in the case of an industry which caters only partially to the needs of 
Government. But in the case of an industry catering wholly to the Govern- 
ment requirements, the assessment and payment of profits has hardly any 
meaning. The Committee trust that Government will give due consideration 
to this view and come to an earl) decision on the advisability of their taking 
over from TELCO the manufacture of boilers and locomotives, and running 
it as a State-owned Industry. If necessary, the Government can invite 
participation of private capital in such State-owned concerns in the shape of 
Debentures. 

18. Write-08 of demurrage and wharfage erc.-The Committee do not 
regard with favour, in view of the present conditions of shortage of rolling 
stock, the practice of indiscriminate waiving of wharfage and demurrage charges 
by the Railway Officers. They desire that the Railway Board should issue 
instructions on the subject to the Railway Administrations asking them to take 
every possible care that'while sanctioning the waiving of such charges, the 
interests of the Exchequer are duly safeguarded 

19. Unwieldy growth of Suspense Balances.-The Committee find that 
despite the note of warning against the danger of allowing suspense balances 
to grow unwieldy sounded by them last year, in para. 16 of their Second Report 
(1g51-52), much appreciable progress has not been made by the various 
Railway Administrations in the clearance of the suspense balances. The 
Committee hope that it will be possible at an early date to clear the debits and 
credits allocated to the various Suspense Heads, but they would, nevertheless 
warn all the Financial Advisers and Chief Accounts Officers on the Railways 
that the danger of growth in suspense balances is one which should be jealously 
guarded against. 

20. Stock position on rhe Railways.-The Committee considered the 
Memorandum on the rationalised distribution of stocks on the Railways under- 
taken by the Railway Roard in the light of the recommendations made by the 
Shroff Committee (Appendix XV). They note that a net reduction of Rs. 
3.56 crores in the value of surplus stores has been effected by the Railway 
Administrations. The progress made in effecting further reduction in the 
stores balances on the Railways will be watched through the next Audit 
Report. 

21. Separation of rhe Financial and Accounts Functions on the Railways.- 
Thc Comrnittec considercd at some length the Memorandum furnished by 
the Railway Board on the question of separating the Financial and Accounts 
functions on the Railways (Appendix XVI). They decided to take up the 
matter ar thc time of examination of the next year's Accounts. 

22. Petty fraua3 and misappropriation of fund.-The last Committee &sir- 
ed to know the instructions issued by the Railway Board to the Railway 
Administrations in regard to the handing of Government money by the m- 
way Staff and fixing of responsibility in the event of losses. From a perusal 
of the copy of letter dated the 13th January, I952 issued by the Railway Board 
to the General Manager, O.T. Railway (Appendix XIV), the Committee note 
that the Railway Roard instead of issuing specific instructions to the m w a y  
Administrations on this important point have merely draun the attention of 
the late 0. & T .  Railway to the recommendations contained in para. 22 of 
the Report of the Committee which examined the Accounts of 1946.47, and 
reqccsted the Kailway Administration to issue the instructions. They desire 
that the Railway Roard should reconsider the matter and issue specific ins- 
triictions in this behalf as early as possible. 



In 
POSTS AND TELEGRAPHS DEPARTMENT 

23. Financial working of t h  P. & T. Department.-The following table 
shows the original and final grants and charged appropriations and the ex- 
penditure actually incurred against each during the year 1949-50 :- 

(In lakhs of rupees) 

Original Final Actual 
grant or grant or expenditure 

-4ppropriation Appropriation 

Tota1;expendlrure met (Charged) 96 96 I .03 
from Revenue { (Voted) 27.67 28.92 30940 

Total expenditure met from Capital 4913 4913 4944 
---- - -- . . . - .- - 

GRAND TOTAL . 32,76 34.01 35.fi7 

There was thus an excess of Rs. 186 lakhs or 5 . 4  pcr cent. over the final 
grant. 

Excess over voted grants :-In the following c;lrcs, actu. t l  expenditure 
exceeded the voted grants :- 

Item No. Kame of Grant Final Grant Actual Excess 
1-kpcnditure 

Ks. Ks. Rs 

I .  Grant No. g -Indian Posts and 'Telc- z>,ur ,~y,ooo ?0,39,9y,g15 1,48,~o,y 1 5  
graphs Department-Expenditure 
mcl from Revcnuc. 

2. Grant No. 93-Indian Posts and Telr- I t U " O  57,74.615 57,73.615 
graphs Stores Suspense (Outside 
]he Revenue Account). 

As already recommended by the Committee in paragraph 5,  no formal 
regularisation of the above excesses by Parliament is callcd for. 

24. Budgeting m d  conlrol over expendirure.42ontrdry to expectations, 
the Accounts under review did not reveal a satisfactory state of affairs in so far 
as correct budgeting and strict financial control over expenditure are concerned. 
The Committee note that in the case of Grant No. pExpenditure met from 
Revenue - the a m 1  expenditure excceded the sanctioned grant in eleven 
out of the eighteen principal items of expenditure. The Committee desire 
to impress upon the Posts and Telegraphs Department that, though variations 
within a grant are less important than variations in the grsnt as a whole, large 



variations are to be deprecated as showing a certain degree of indefiniteness in 
estimating. Similarly, there have been instances of excessive supplementary 
grants being obtained and reappropriations sanctioned unnecessarily or in ex- 
cess of requirements. There were eleven cases of injudicious re-appropria- 
tions causing excesses over allotments. 

The Committee note that in pursuance of the recommenddtions made by 
them last year vide Para. 64 of the First Report, 1951-52 towards the rdising 
of the standard of budgeting in the Posts and Telegraphs Depmment, which is 
a Commercial Department, certain measures have been devised by them in 
consultation w ~ t h  the Ministry of Finance (Communications) whereby the 
Department keeps itself constantly in touch with the figures of progressive 
expenditure with a view to ensuring that no expenditure is incurred in excess 
of the sum voted (Appendix XL.1). They, however, feel that persistent over- 
budgeting which still exists under a number of items which have been brought 
ro their notice indicate that severe pruning is required. 

25. Stores Balances.-The Committee note that tht: value of stores in 
stock including the value of works in progress on the 31st iM :rch, 1951 was 
Ks. 4.35 crores agdiast the reviscd limit of Ks. 3 .  j irorzs. They were informed 
that the Department had commissioned a Swiss firm of cxp;.rts to advise 
them about the method of pruvisions, pldnning 2nd control of stores c:c. Th: 
Committee desire that the Department s11oulJ arrive at an eddy decision to 
fix a limit of thc balances under tilc various citegories of stores which arc at 
present fixed on an ud /roc b~s i s .  ' rhc Comrnirt,x observe that the mliiltc- 
nance of excessive stocks involvcs the tax-psycr in a two-fold loss. Thcri. is 
the loss of interest on api ta l  unnecessarily locked up, and loss arising from 
the danger 01' the stores becuming obsolete which may bxome uilsaiuble or 
which may have to be disposed of at a rate luwx thin the co.x price. The  
Committee cemmend to thc Posts and 'Telegrdphs Deplrtmcnt to consider 
thc desirability of adopting the S:orcs sp t cm exlsr lug on rh:: 13 1l1w.iy.i with 
necessary modifica~ions to suit their set-up. 

26. Rct1~7uds  i\ldst!rue Futrd.--.3s rccomm~nAed by the I-'~~bliz A:; un t s  
Committee in 1950-5 I th.n a scientific method should bc .ig.ioptcd to fix the 
annual contribution to the funJ, thc I'OSLS clnd 'Telegr3phs llcplrtment have 
set up  a Conlrnittee to determine the average lives of :issets. The Cl~mrnittee 
desire that they should be <ipprised of the xt ion taken by the Dep.irtm;.nt in 
thc mattcr a5 a result of the ~~ccommrnd~~riuns of thc Spciinl Cxnmittcc. 

27. Loss in a Hcud post ( J ~ ~ C C  by substiru~aotr of bogus L.ilcques itz liar of 
c a d  rcnlittut~ct~s to tlre 7'rc'asur.y.-'The Committee desire thst in cdses where the 
agency of contrdctors 1s cmp1oyc.J for the hancfliiig of treasury work in the 
IJost-Offices, adequate measures sl~ould be t3kc1i to ensure that in the event 
of misappropriation or loss of' rnoncy which might exceed the amount of the 
security held by the Government, the entire amount could be recovercii iiom 
them through a decree granted by a Civil Court. 

In the present case, steps s ~ ~ u u l d  be taken to recover the b~lsnce of the loss 
amounting to Rs. 73,500i- from thc contrxtor after the i u d ~ m w n t  h ~ s  k e n  
delivered by the court. 

28. Infruccuo~s expeudtture rn conrzcctton roitlr tllc ; u u c  o j  .VLztrLv~d 
Savings (&$cares ro lnduslrial Workers rn the Bombay Stare.-The Cum- 
mittce note that o nug<ttory expenditure of Rs. 3 112 lakhs w ~ s  iixurred ~n this 
case both in the Executive and Audit Offices fur the issue u i l  discl~irgr of 
nearly 15 kkhs of National Savings Ccxificxc; D A L *  Lib C 1  ;JCliii ;;x- 
dered before the Committee, it WJS stated that in the matter of Smdl Savings 
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and National Savings Certificates, the Posts and Telegraphs Department 
merely acted as an agent on behalf of the Government of Indm in the Ministry 
of Finance who decided the policy regarding the issue of these certificates. 
In this particular case, it was decided at the highest level that the bonus due to 
the Industrial Workers should be payable in the form of certificates in which 
there was a lock-up period of about 18 months. But subsequently due to heavy 
pressure from the Labour Unions, the Government agreed to pay it in the 
form of 5;-year arid 7- ear series of Certificates in which case there was no 
lock-up period and w & 'ch thus perrmtted of hei r  immediate discharge. I t  
was hoped that by issuing such Certificates at least half of the money would 
remain in the hands of Government thus counteracting inflationary tendencies. 
The Committee find that it proved to be a hope against hope and the bulk 
of the Certificates were encashed soon after their issue. The Committee 
regret to observe that this case displays a lack of '  foresight and imagination 
on the part of Government in the formulation of policy which proved to be an 
utter fadure and did not yield arry tangible result in any way beneficial to the 
Government. On the contrary, they had to incur an expenditure of about Rs. 
3 112 lakhs, la the vain pursuit of a policy which failed to take into account the 
psychology of the workers and after the poky  decision had been taken, in 
yielding to the pressure brought upon Government by the Labour Unions. 
The very fact that Government had to m e n d  the Ordinance to enable the 
certificates being cashed at any moment showed that Government were aware 
that the Certificates would not be held by the workers for long. 

29. LOSS due to failure to observe the sripulated terms and conditions in the 
contract for supply of mustard oil.-The Committee regret to observe that the 
whole transaction was managed in a most unbusinesslike manner as despite the 
stipulations in the agreement, the grainshop authorities failed to exercise the 
ordinary prudence of seeing that the price of the entire quantity of 3 0 0  
maunds of mustard oil was not paid to the firm untd the full quantity of oil of 
the approved quality had been taken delivery of. This failure on the part of 
the Officer-in-Charge of the Grainshcp resulted in a loss of Rs. 8,900 being 
the price of 200 munds of oil not supplied at all. The Committee desired t o  
know the disciplinary action taken against the Officer. In the first instance 
the Posts and Telegraphs Department informed them as follows (Appendix 
XLIX) : 

" No action has been taken against the Officer as it was felt that the 
Officer was not to blame. The Officer is at present holding the 
post of a Director of Telegraphs. 

The cheque was handed over by the sub-stores Clerk and he died on 
19th August, 1949. The question as to why no action was taken 
against him is bemg pursued". 

The Committee being not satisfied with the above reply furnished by the 
Department, pursued the matter and persuaded them to reconsider the case for 
taking appropriate action against the Oflicer concerned. The Department 
have now stated as below (Appendix LVI): 

" The case is being reviewed and the Committee will be informed of 
the final action m due course ". 

The Committee deprecate the tendency on ihe part of the Posts and 
Telegraphs Department to have shielded a delinquent Officer through 
whose culpable negligence and laxity of supervision Government had t o  



suffrr a Ices of Rs. 8,9001-. The Committee do not find any extenuating cit- 
cumetances for absolv' the Officer of all rwponoibllity in the signing of the 7 cheque. They doubt w ether the Officer had not in any way acted in collusioo 
with the contractors. In their oplnion, he definitely failed to discharge his 
duties properly and display any degree of ordinary prudence in not having 
satisfied himself that the commodity had actwhy been dehvered by the con- 
tractors and accounted for and that it conformed to the specifications. The 
Committee, however, find that irstead of taking any action against the 
Officer, he has been given further promotion as Director of Telegraphs. T h e  
Committee urge that as the matter has already been considerably delayed, the 
Department should, without any loss of further time, take suitable discipli- 
nary action against the Officer. 

30. Irregularities in connection with the expenditure inculred by a Telegraph 
Engineering Division on account of jungle-cutting,-The Committee were anxious 
to h o w  the departmental action taken against the Engineer responsible for 
the irregularities disclosed in Para. 27 of the Audit Report. The Commit- 
tee were Informed that the case had been referred to the Union Public S:rvice 
Commission about the punishment to be imposed on the OEcer concerned. 
They were further Informed that the delay was mainly due to the original 
documents being detamed in the Hign Court of Assam where the contractors 
had filed an appeal against the judgement of the lower court. The Commit- 
tee desire that the findings of the U m n  Public Service Commission should 
be reported to them. 

On the basis of the evidence placed before them, the Committee are of t h e  
view t h t  from the very beginning the Department have dealt with this case 
light-heartedly. Although, Government came to the conclusion in August, 
1948 that the Officer concerned wzs guilty of gross error of judgement m not 
keeping h s  superior officers informed of the expenditure which he was incurr- 
ing without proper authority yet disciplinary proceedings against the Officer 
were initiated only on conclusion of the Coxt  case on receipt of the Cmrt's 
judgement m October, 1950. The Comm~ttee regret that departmental action 
should have been delayed because all the origmal documents relating to the 
case had been filed in the High Court, and the mitter w a  allowed to drag 
on for two to three years. The Committee also understand that the O a e r  
was in the meantime promoted to a higher and responsible post while his 
case for disciplinary action was pending with the U. P. S. C. The Department 
was wry well aware that the proceedings in the Civil Courts and mgh Courts 
generally take a long time and they should have arranged to keep photostat 
copies of the original documents before parting with them. The Committee 
cannot escape the conclusion that the Department has to b: blamed for the 
dilatory procedure followed by them in t h ~ s  w e .  To countenance such a 
state of affairs und to eliminate any clement of delay in instituting disciplinary 
action agiiinst an Officer, the Committee dcsire that, whenever original docu- 
ments are required to be filed with a Court, the Depmment concerned should 
invariably keep photostat copies of such documems as h IVC got an impr tan t  
bearing on the disposal of the case. 

Thc Committee also deprecate thc tendency of the deprtment to pro- 
mote officers to higher posts during the pendcricy of thc disciplinary cases 
against them. 

3 I. Loss of Copper wirc consigt~cd by otw Engiucering IXvision to another.- 
This case disclosed a loss of copper wire weighing 47,394 lbs. and valued at 
about Rs. 30,oooi-. From the evidence given .before them, ttie Committee 



find that it is not possible for the Department at this stage to take any action 
XQ locate the stores as, in one case, the Store Lineman who took delivery of 
stores has since been discharged from service for certain other reason and, in 
the other case, the whereabouts of the contractor who received the stores arc 
not traceable. The Committee desire that in order to prevent the recurrence 
of such thefts of telegraph wires which have of late become frequent, the 
Department should invesugate into the existing procedure for receipt, issue 
and custody of stores by the Telegraph Linemen and ensure that there is no 
loophole which facilitates theft, pilferage, misappropriation, and fraud etc. 

32. Purchase of Underground Cables.-In May, 1949, orders for 687 
miles of paper-insulated armoured underground telephone cables of foreign 
origin were placed by the Purchase Organisation with the approval of'the 
Posts and Telegraphs Department on a certain firm in India at a cost of Rs. 
82 lakhs. The Committee were informed by the representative of the Minis- 
try of Communications t h a  on receipt of the first complaint thdt the jute 
coverings of the Japanese cable were peellng off, the Posts and Telegraphs 
Department made an expert investigation which revealed that " there w ~ s  
nothing seriously wrong with the cables as such but only th; outcr covering of 
jute had not been upto the standard ". The Committee are anxious to know 
what steps have been taken by thc Department to saieguard against losses duc 
to shorter life of the cables. The  Committee, however, understand that the 
Government of lndia have appointed a Committee to investigate into the 
matter. in  the meantime, the Committee reserve their judgmcnt about the 
merits of this transaction till the Keport of that Corninittee is available. 

33. Cost accounti~g syuem i n  the Trlegruplu urrd Tclcpl~otze Workshop.\.- 
The Committee obaerve that the cost nccountmg system Sdowed in the 
N'orkshops is not bascd on xientific methods as no authorised schedules of 
marerids and labour were rnclintaincd even for standard products. They were 
informed that the matter had been recently considcrcd by the Departnlent and 
they had decided to request the Chief Cost Accounts Officer of the Ministrj. of 
Finance to look into it and advisc them as to how best the system should be 
worked out. ?'he Committee desire that as a fir.st step towards improving 
of the state of affirirs in this direction, suitable machinery should be devised for 
thc training of' the subordinate staff in the methods of workshop and store- 
accounting systems. The Committce find that no attention has been paid to 
this important aspect of training on which dependa largciy [he eficient work- 
i ng of an!. system. 

34. Culcuttu Telqkme Aurovuuisation Project .-The Committee lin d 
that the cxecution of this project which was estimated to cost about Rs. 13.4 
crores was embarked upon by the Department without the preparation and 
sanction of the dctailcd csrimates. "l'he Committee obscrve that the Depart- 
ment clearly deviated from followng the iundamental principle that no 
work ahould be commenced or llabllity mcurred in ccmnectlon with it until a 
properly detailed estimate had k e n  sanctioned. Further, they find that 
there was no proper plannlng of the execution of the various stages of the 
Project. 'I'hc mchinerq and stores began to arrive long before they could be 
used and no proper storage arrangements had txen made for them. The 
Committee note that the cost of the Project as estimated in Mdrch, 1947 at 
Ks. 7 . 9  crores was raised to Ks. 13.4 crores in February, 1951. 'The Com- 
mittee desire that gra ter  care should be shown in framing detailed estimates 
fbr schemes. The Chief Engineer assured the Committcc that the expen- 
diture on die Project WJS nut iikcly to exceed by more than ~ o i p e r  ccnt. of the 
latest estimate. The Committce look forward to the next Audit Reports for 
a further ,picture being placed .before them in this respect. 
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The Committee also observe that in this case the implications of the scheme, 

the magnitude thereof and the details of the amount of expenditure to be 
incurred thereon were not furnished to the Audit. The  Committee take a 
strong exception to this lapse on the part of the Department and recommend 
that in future, in all cases of major works, the Audit authorities should be 
apprised of the financial and other aspects thereof so as to enable that Depart- 
ment to organise its own accounting and audit arrangements in time. 

'justifying the maintenance of a large establishment consisting of 32 
Gazetted Ofticers and 313 non-Gazetted Oficers for dealing with the affairs of 
this Project, the representative of the Depnrtment stated that this staff apart 
from training the subordinate staff in the automatic system of telephone ex- 
changes had to do a lot of planning etc. The  Committee observe that when 
most of the work has so far been executed by outside agencies, they do not 
find adequate justification for the mtintenance of such a large establishment. 
They desire that the Dep~rtmcnt should without further delay chalk out a 
definite plan for the trdining of the staff in the dutomatisation work and 31~0 
assess the m.lgnitudc of the work connected with planning and, thereafter, 
retrench the unnecessary staff to effect ?conomy in expxditurc. The  prog- 
ress of the Projcct should be reported to thc C,>mruittec in the next Audit 
Report. 

35. Openitig of a Public Call Oflice in JJWIIUI.  State now mrrged in the 
Bombay Starc.--The Department submitted to the Committee a ~Memoran- 
dum explaining the circumstances that led to an infructuous cxpenditurc 
amounting to lis. 42,148 jhppcndix SLIV). .?is thih Memorandum contain- 
ed some cunllicting statements, the Committee h i r e d  that the Department 
should submit it through the Accountant-Gcncral, Posts and 'Telegraphs. 

36. Lint!cmomicai expvpe.uLiiturc otr Icusit~g retrtc.i Lz~~L:omamdatiot~ for the 
locatiott of 0ffic.i. s in  Ca!cuttiz, D ,I/zi, .MJ:I,.J s and orb r. blg .it~tiotz.i in India. - 
The Committee n o ~ c  that rhc annual rent21 piid b!. thc il>p.\rimc'nt for their 
Olliccs situatcJ in ditfcrcnt big ~ i t ics  rum into sevcs~d 1akh.i of rupees. hiox- 
over, r i~c  accommo!l,~ticm provided at ccrtain p1acc.s 1s of very poor quality 
and even the Offices are sc~ncreii over a numbcr c)C places which considsrdbly 
hampers their eficieat worklng as .in inrcgrd unit. 'Th2 Commiiter sugjcst 
that a Cornmerciql Ilep.:l-tmcnt like the Posts :uld Telegr'lphs should formu- 
late a more rational and integrated policy in the matter of consttuction of 
buildings for accommodating Guecutivc, .Liministrarive and Audit Oftices and 
gradually as thc funds permit, embark upon rhe construction of' essential 
buildings. Such a course, in the opinion nf  the Committee, would prove 
morc cconornic~~l in the long run. 

37. Denrand for a sc7purclte Press for tire. Posrs a i d  TdrL'I~:(rdp/u Ddp.trf- 
merrt.-The last Committee recommended in pard. 70 of their First Report, 
1951-52 that in vicw of the grave shortage of the postal form;, the Posts and 
'Telegraphs Department sliould cithcr bc provided with n sep.tr;ltc: I'ress which 
should solcly cater to their needs or thc control over the existing Press, which 
undertakes their printing work, should be vested entirely in t h ~ t  D;pjment .  
The Committee understand that the matter is at present bcing dealt with at 
ministerial level in the hlinistnes of Wvrks, Housing and Supply a d  Cam- 
munications. They desire to know in due course the decision taken in the 
matter. 

38. Acriott raken ott the recornmen(iations of rlrc Public Accounts Commirtes, 
-The Cornrnittcx noticed that in most of the cues copies of the memoran- 
&/notes statlng action taken by the Posts and 'Telegraphs Dcprtmcn! pur- 
suant to the recommendations made by the last Committee were furnished to 
them only a day or two before the date on which they were to examine the 



Accounts relating to that Departinent. The Committee express their dis- 
pleasure over the belated action taken by the Department. They would urge 
that the Department should, in f'uturc, initiate early action soon after the 
Report of the Committee is made available to them and all noteslmemoranda 
should be submitted to the Committee after getting them verified by Audit 
well in advance of the date on which the examination of the next year's 
Accounts reiating to the Department is put down. . 

# 

NEW D m 1  ; B. DAS, 
Dated the r 7th February I , ; . I .  CHAIRMAN, 

PUBLIC ACCOUNTS COMMITTEE 
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Proceedings of the ~ecdnd + Meeting of the Public Accounts Commit- 

tee held on Tuesday, the 2nd September, 195% 

The Commirtec mct from 10 A. M. to 1-15 r. M 
Present 

Shri R. Das-Chairmun. 

Pandit Munishwar Dutt Upadhyay 
Shri M. L. Dwivedi 
Shri Shrcc Narayan Das 
Shli Tribhuan Narayan Singh 
Shri Ranbir Singh Chaudhuri 
Acharya Shriman Narayan Agarwal 
Dr. Mono Mohon Das 
Pandit Krishna Chandra Sharma 
Shri Uma Charan Patnaik 
~ h ; i  V. P. Nayar 
Shri R .  Iiamachandra Keddi 
Shri K. M. Vallatharas 

Shri V. Narahari I&, Comptroller and Auditor-General of India. 
Shri P. H. S. Rao, Director of Railwa!. Audit. 

Shri N. C. Nandi-Deputy Secretary. 

Shri F. C. Badhwar, Chairman, Railway Board, Ministry of Rail . 
ways. 

Shri S. S. Vasist, Member (Traffic), Railway h a r d ,  Ministry of Itai l-  
ways. 

Shri N. C. Deb, Director, Finance (Budget), Railway Board, Ministry 
of Railways. 

Shri K. Sadagopan, Director, Finance (Expenditwe), Railway Board, 
Ministry of Railways. 

Shri V. Subramanian, Under Secretary, Ministry of Finana (E. A. 
Department). 

W r t  meeting relates to the Civil Accounts. 

2 1 



39, Thc Committee at the outset made a mention of the " Memo - 
randurn regarding the changes in the financialland accounting structure of the 
Railways with effect from the Accounts 1952-53'' (Appendix XVII) which 
had been furnished by the Ministry of Railways and discussed at some length 
the constitutional propriety fol its direct submission without being vetted 
by the Comp~roller and Auditor-General. The Compttolle~ and Auditor- 
General contended that under Article 150 of the Constitution the order in- 
volving change in the form of accounting and structure of Audit should have 
been issued with his prior concurrence and he proposed to take up the matter 
with the Gcvernmen? direct. 

The Committee expressed their dissatisfaction with the nunner in which 
thc hlinistry had acted in this case. 

40. The Committee then refcwcd to the Memorandum forwarcicd 
hy the Railway Ministry showing rhc financial results of thc working of the 
Railways (Appendix 111) and dcsired to know whethcbr the figures enumerated 
therein had been accepted by .Audit. The Comptroller and Auditw-Gcncral 
tl icrcupn stated that the Ministry had not followed thc proczdurc pmcribcd 
by the Government of India in ,4ugust 1934 which stipulated that \vhsn 
a Memorandum was required to be sent to the Public Acco~mts Comrnittce 
involving financial statemenrs or figurcs, thcsc statements ought to bc sent 
beforehand to be vetted by Audit so t h n ~  the facts and figurcs might no! be 
questioned and be acccptablc to borh sicics. Thc representative of the 
Ministry of Railways agreed to follow this procedure in future. 

4:. The Conlrnittce then took up con.ideration of tile Appr~pr~dr ion  
.4ccount\ of hilwdps for 1949-50 and the Audit Rcport thereon 

It was p in t cd  out by the Commmx that th: AppropriaAion Accounts 
for 1949-50 were due for submission to thc Comptroller and Auditor-Gcricrat 
o11 the 15th March, 1951 but were not suhn1itte.1 anril more than a ?car 
later. The Committee desired to be appriwd of'the ratsons for the delay. The 
representative of the Mtnistry explained that thc delay in the compilation of 
the Appropriation Accnunt~ wa\ due to dislocaiion in t hc accounting machin- 
ery as a result ol' partition and tnformd the Committee that many new 
innovation$ had since beer. introduced in the compilation of accounts so as to 
overtake these arrears. Hc assurcci the Commirtee that thsre would he some 
improvements in the accounts for the subsequent vears and i hat a!l posrible 
steps would be taken to expedite thc cloring of thc a n n u ~ l  iiccounts, and the 
compilation of the .Appropriation Accounts. 

42: Page 372-of the Appropriation Accounts for I gqg-50-Purr II-  
Financaal Review of the Vizagapata~n Port .-Para. 2.-The Gmunitr cc tiesir- 
ed to know whether the Terminal charges which form1.d r l x  main sourcc of 
Revenue of the Vizagapatam Port had since been revised ar d with what 
result. The representative of the Ministry informed the Committee that the 
recommendations in this resjxct were still under cxamination and that the 
delay was due to consultations with other Ministries. The Ministry, 
however, promised to apprise thc Committee of up-to-date pocition on the 
following day. 

Pura 4.-The Committee wanted to know the present position about the 
recovery of outstanding dues amounting "to about Its. 8 lakhs from the 
Defence Depanment. The  representative of the Minisvy promised to fur- 
nish the information on the following day. 
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13. Para g ( t )  of the Audit Report.-The Audit Report revealed that 
out ofthe total excess of Rs. 31 .q3 lakhs under the heads viz., ' maintenance of 
locomotives ', ' maintenance of carriage and wagon stock ' slnd ' other expen- 
ses', the excess of Rs. 26.47 lakhs was due to increase in the cost of stores 
and to greater coasumption of stores. The Committee thought that it 
revealed negligence in watching the progress of cxpcnditure. The represent- 
ative of the Minlstry explained :hat thc main causc of the excess was due to  
increased output from the B.B. & C. I. Kailway workshops which in- 
volved use of morc stores. He informed the Comaittee that the necessary 
instructions wcrc being issued to the Railways to bc more vigilant in watching 
the progress of expenditure hereafter. 

44. Para g (vi) of the Audit Report.--The Commirtc~ desired to know 
the reasons for the variations between the final estimatcs and actual expen- 
diture under the head ' Other Expcnscs ' particularly whcn the Tariff rates 
fo: carriage of Kailway materials had been f i x 4  by the Railway Board well in 
advance of the time of framing t ! ~  Hudget estimates. 'There had been an. 
cxccss of Its. 1 I .84 lakhs on thc E. I. Railway which revealed negligene 
in thc prcparation 01' the final estimatcs. 

Thc rcprcscntative of thc Ministry whilc explaining thc position stared 
that originally the Kailway materials werc carried at the Railwaj material 
concession rate which was a fixed figurc, and u~i form for all classes of Rail- 
way mntcrials irrcspectivc of the nature of tho material. Bur with the intro- 
duction of' the '1-ariff ratcs difTcrent raws wcre announced for different classes 
rdmatcrial.\. As ~ h c  ncw ratcs had bccn introciucrd a month or two back, 
it had nor bccn possiblc to calculat~ the frcight charges scco,ding to the n.:w 
rates. In thc absence of any data, thc estimatcs werc framed on the basis of 
thc actual$ of the p r c ~ i o ~ i s  financial year. TI;c Cnmmiitcc were nor satisfied 
with this explanation. 

15. Pura r I (vi i i)  of rlrc Audit Rcporr.--'l'!w Committee desired the 
itailway Board LO expidin as to w h y  :hz Iiailway .\drnirlisrration failcci so cons- 
picuously 7.c make an! provision at all for the special expenditure in connection 
with thc Kurnhh Mela at Hard\i7;1r., and f;)r rhc hilurc to providc adcquatcly 
in the final cstima~cs. '1'1-ic rcpri~scntativrs of !hc Ministr!. admitted their- 
fail we  to m k c  any provision in this regard in thc nri<inal tstinidtes. 

46. Paru i g  (Jrlrc .4lrJlr Rcp~rt.-In regard to iht: Lozomotivc Building 
Works Project abandoned at Kancharapara t h ~  Cornrnirtce poiilted out that 
a numbcr of irrcgti1:li-ilies had bmn committe~i by the olficials whizh r.t.su1tt.d 
in scrious losscs to Govc:.nmcnt and desired to know why lenient action had. 
been ~akcn against the officials who Kcre rcsponsiblc fcr gross negligence. 
'The rcprescn!ativc ot' thc Ministry admitted that in this case there had heen 
ccrrain losses to Gotunment and attributed them to abnormal conditions 
that prevailed in Calcutta du: to thc great CaIcutta Killing when people lived 
under conditions whcn thcir though:s were concentrated an their own f i d i e s ,  
He cxplaincd in somc detail how thc officurs at fault who were still in service 
of Government had been dealt with. He also informed the Committee that 
whatever action the (fovcrnmcmr took was based on the re~~mmendations of 
rhe Commission of Inquily consisting of two General Managers and a 
Financial Adviser and Chicf Accounts Officer. 

47. The Cornmittce then adjourned to meet again or! the 3rd September, 
1952, to resume further discussion on the Appropriation Accounts of the. 
Ra~lways. 



f roceedings of the Third Meeting of the Public Accounts Cornmitt? - 
held on Wednesday, the 3rd September, xgsa. 

The Committee met from 10 A.M. tc 1-10 P. M. 

Present 

Shri B. Das-Cltairwan 

Pandit Munishwar nut t  Upadhyay 7 
Shri M. L. Dwivedi 
Shri Shree Narayan Das 
Shri Tribh~lan Narayan Singh 

I 
Shri Ranbir Siugh Chaudhu~ i 
Acharya Shriman Narayaq Agarw~l 

I t Members. 
Dr. Mono Mohon Dds 
Pandit Krishna Chandra Sharma 
S3ri Uma Charan Patmik 
Shri V. P. Xayar 
Shri R. Ramachancira Reddi 
Shri K. M. Vallatharas 1 
Shri V. Narnhari Rao-Comptroller and Auditor-General of Indid. 
Shri P. H. S. Rao-Dilectof'of Railway Audit. 

SECRETARIAT 

Shri N. C. Nandi-Deputy Serrerary. 

Shri F. C. Badhwar 
Shri S. S. Vasist . 

Shri V. Nilabntan 

.Shri K. Sadagopan 

Shri N. C .  Deb a 

WITNESSES 

. Chairman, Railway Board, 

. Member (Traffic), Railway l3on: I .  
Ministry of Railways. 

. Member (Staff), Railway B~JI., 
Ministry of Railways. 

. Director, Finance (Expenditur:), 
Railway Board. 

. Director of Finance (Bud et), Rail- 
way Boud, Ministry o f Railway:. 

M~nistry of Rmlwqr 

48. The Committee resumed discussion of the Appropriation Account 
(of Railways for 1949-50 and the Audit Report, 1951. 
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Pave 372.-Audit Cornnwms on the Ftrranqal Review of the Vimaqapatom 

Port fur the year rggg-50 
Para (21.-In regard to the revision of Terminal Charges at the Viza- 

gapatam Port the representative of the Ministry explained briefly the history 
of the case and infonned the Committee that under an old agreement bet- 
ween the Port and the Railway Administration, the Railwav Administration 
wele to pay to the Port certain tenninal charges for terminal services rendered 
by the Port to the Railways At first, thc  hare of the Port was fixed at 4 
pies but in 1950 the B. N. Railway approached the Railway Board for credit- 
ing the Port the full terminal charges as against the previous low rate and this 
way finally agreed to from the 1st April, 1951. This was a question of mere 
departmental adjustment as instead of crediting the earnings of the Railway 
they were now to be credited to the Port as both these were administered 
by the same Department. There was thus no loss involved in this case. 

Pma 4.-About the recovery of Rs. 8 lakhs from the Ministry of Defence, 
the representative of the Ministry informed the Committee that in 1943 the 
late War Trwsport Department, who were in control of the Vizagapatam Port 
decided to charge as rent for the lmd leased to the Defence Department aa 
amount equivalent to the annual valuation of the land, worked out at the Go- 
vernment borrowing rate of interest, on the capital value of the land, which 
Was subject to an upper limit of I 314 times thr acquisition cost. In 1946, 
when the Port came under the management of the Railways, a question was 
raised whether in accordance with the standard practice obtaining on Railways 
the rent should be charged at 6 per cent. on the market value of the land. 
This matter had been under prolonged correspondence with the Ministry of 
Defence who wanted to pay on13 about 3 I 14 per cent. or 3 r /2 per cent. 
according to the Government borrowing ratecrEventually the Ministry of 
Defence agreed to the enhanced rental at the rate of 6 per cent, on the market 
value. Certain details in this regard were yet to be settled and this accounted 
foi the delay in the settlement of the dues. 

The Committee decided to take up the matter with the Ministry of De- 
"fence. 

49. Paragraph 20 of the AurGt Report.-The Committee while appreciat- 
ing the national importme and urgency for executing the Assam Rail Link 
Project observed that there had been the following cases of departure from the 
recognised and aocepted procedure: 

( i )  the open tender system in regard to contracts was not adopted ; 
and 

( i i )  the Stores Tender Committee was not consulted while effecting 
purchases of stores which could not be wholly justified, as 
pointed out in the Audit Report. 

They desired clarification on these points. 
The representative of the Ministry informed the Committee that the nor- 

mal procedure of inviting open tenders in respect of ~xna in  conmacts for a big 
project of this kind which evidently involved considerable time could not be 
followed, as time was the essence of this particular.work. 

He further stated that in that part of India local resources and facilities 
*were very limited and for this reason the authorities in charge of the P~oject 
had to earmark certain firms or certain contractors who were potential workers 
,in that area and concentrated on negotiations with them. They could not, 
therefore, resort to the open tender system. 

bf4 PS 



The Comptroller and Auditor-General, however; contended'that though 
there were certain difficulties in the earlier stages of the project, there was no 
justification for continuing those methods in regard to works undertaken later 
on. But the representative of the Ministry stated that the conditions in .4ssam 
even at pttsent were not very different, and, if at all the= had been slight im- 
provement, it was due to this railway. 

50. Para 26 of the Audit Report.--In regard toa tfie. agreement executed 
by the Railway Administration urlfh. a foreign firm oriz., Messrs-'SchlierenP 
of Switzerland for getting technical assistance in the sexing up of a factory 
in India for the manufacture of all-metal light-weight coaching stock, the 
Committee asked the Chairman of the Railway Roard to. make a statement o f  
the facts vis-a-wis the comments embodied in paragraph 26 of' the Audit 
Report. The Chairman, Railway Roard while giving a background of this. 
deal stated that the passenger traffic on Indian Railways had doublcd during 
the war and since then continued to increase at a rat:: with which the Rail- 
way Administration was quite unable to keep pace with, the existing car- 
riages. The Administration thus decided to take some special steps to pro- 
vide more passengr trains. They started their planning in this direction in 
1946 and before taking a decision in the matter studied all the leading 
designs in the world. Eventually the Railway Administration approved of. 
a Swiss design of coaches and entered into an agreement with. Messrs. 
'Schlieren' of Switzerland which was really in two parts &., 

(I)  Technical Aid-which contemplated the supply of specialists to 
help in evolving designs for coaches suitable for Indian conditions; 
and 

'*r 

(2) setting up of a Factory in India to manufacture these coaches. 
The representative of the Ministry admitted that there had been some 

delay in the implements-ion of this Agreement due to artain factors. 
The Comptroller and Auditor-General took a serious view of the stipula- 

tion in the Agreement that the price of a coach was to be determined on the 
cost plus profit (on percentage basis), as i t  provided every kind of inducement 
for the cost being put up which could.not be controlled 

Before proceeding further with the examination of this contract, the Corn  
mittee desired that a copy of theAgreement execuaed with the Swiss firmmight 
be circulated to Membeis for their detailed study. 

5 I.  The Committee then adjourned. to resume discussion OD this subject 
on the 11th September, 1952. 



Proceedings of the Fourth Meeting of the Pvblic Accounts Com- 
mittee held on Thursday, the 4th September, 1952. 

The Committee met from *IO A. M. to 1-15 P. M. and from 4 P. M. to  
6-15 P.M. 

Present 

Shri R. Das-Chairman. 

Shri M. L. Dwivedi 
Pandit Munishwar Dutt Upadhyay 
Shri Shree Narayan Das 
Shri Tribhuan Nrrrayan Singh 
Shri Ranbir Sing11 Chaudhuri 
Plcharsa Shriman Narayan Agarwal 
Dr. Mono hlohon Das 
Pandit Krishna Chandra Sharma 
Shri Uma Charan Patnaik 
Shri V. P. Nayar 
Shri R. Ramachandra Reddi 
Shri K. A!. Val!atharas 

Shri V, Narahari Rao, Comptroller and Auditor-General of India. 
Shri P. C. Padhi, Accountant-General, Central Rcverwes. 
Shri K. S. hlalhotra, Accountant-Gcncral, Posts and Telegraphs. 
Shri V. D. Dantyagi, Deputy Comptroller and .\u,litor-G~meral of 

India. 

Shri N. C. Nandi-Dzputy Scmetury. 

Shri A. V. Pai, I. C. S. ,  Secretary, Ministry of Communications. 
Shr-i Krishna Prasada, I. C. S., Director-General, Posts md Telegraphs. 
Shri B. R. Batra, Chief Engineer, Posts and Telegraphs. 
Shri R. Narayanaswami, Joint Secretary, Ministry of Finance. 
-- - 

*The Committee first took up consideration of the Appropriation Accounts 
(Civil), 1gqg5o relating to the Ministry of Communications. 
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POSTS AND TELEGRAPHS DEPARTMENT 

APPROPRIATION ACCOUNTS (POSTS AND TELEGRAPHS) 1949-50 AND AUDIT 
REPORT, 1951. 

52. Director General's Financial Rm'ew-Pqc 4, Para 6, Stores Balun- 
ces.-The Committee pointed out that the value of stores in stock including the 
value of works in progms on the 31st March, 1951 was Rs. 4.35 cmres against 
the revised limit of Rs. 3.5 crores and desired to know why was the stock in 
excess of the revised limit retained. The Chief Engineer, Posts and Tele- 
graphs informed the Committee that in regard to stores procuied in England 
the debits raised by the High Commissioner towards the end of the year were 
more than anticipated, as it could not be foreseen with any accuracy whether 
any particular stores would be delivered in time or not. Similarly, in regard to 
purchases made in India, the large stock of recovered copper wire valuiu 
about Rs. 60 lakhs was returned fmm the works to the stock. These factors 
welt, to a great extent, responsible for the increased stock. 

The Director-General, Posts and Telegraphs stated that in order to ensure 
p r o p r  stocking of stores, a firm of experts had been c~unissioned to advise 
the Depamnent about the method of provision, planning and control of stores, 
about the redundant stock position and about the requirements of stores layout 
etc. Their report was expected to be received within a month or two. 

The Chief Engineer, Posts md Telegraphs, informed the Committee 
that at prcsent stores balances had been fixed on an ad hoc basis, but the 
Department proposed to fix the m.wirnum and minimum limits and then 
arrive at the exact figure on a scientific basis. 

Director-General's Finatacial Review-Page 6, Para. 8, Renewals Reserve 
Fund-The Committee desired to know whether the lives of the assets had 
been determined by the Special Committee set up for this purpose. The 
Director-General of Posts and Telegraphs stated that the Committee had 
prepared a report which would shori!!. be submitted to Government. 

53. Para. 18 of the Audit Repnrc.-Jn regard to the 109s amounting to 
Rs. 1,03,50o in a Head Post Office caused by subxitu~ing of bogus cheques in 
lieu of cash remittances to the Treawy, the Committee desired to know on 
whom the responsibility was fixed i.e., on the Treasury contractor or his Agent. 
The Director-General, Posts and Telegraphs stated that the responsibility in 
this case was fixed on the Contractor, as the Agent was only his employee. 
He also informed the Committee that the Agent had been prosecuted ; the 
civil responsibility had been fixed on the Contractor and the criminal one on 
the Agmt. Apart from this, the Head Txeasurer, Accountant and Super- 
visor of the P O S ~  Oace had also been prosecuted for non-observance on their 
pan of certain departmental rules relating to the receipt and clearance of 
cheques and their remittance to the Rank. 

54. Para. 20 of the Audrt Repmr.-The Committee pointed out that the 
Department had incuned the nugatory expenditure of R3. 3 112 lakhs both 
in the Executive and Audit Offices on the issue and discharge of nearly 15 
lakhs of National Savings Certificates belonging to the Industrial Workers in 
the Bombay State and desired to have an explanation for this. 

While explaining the position the representative of the Ministry of 
Finane stated that in the qLatter of small savings and Na~ional Swings C ~ n i -  
Bates, the Posts and Telegraphs Department merely acted as an Agent oa 
behalf of the Government in the Ministry of Finance as the policy regarc i i~  



these certificates was dec6ed by that ~ i n i s i r y . ,  In this particular cue, it 
was decided at the highest level that the bonus due to the Industrial workers 
should be payable in the form of certificates in which there was a lock-up 
yeriod of about 18 months thereby assuring that the money would m a i n  
with Government for at least a year and a half. But subsequently due to  
heavy prcssure from the Labour Unions, the Government agreed to pay it in 
the form of five and seven year certificates in which case there was no lock- 
up period. I t  was hoped that at least half of the money thereby paid would 
stdl remain in the hands of Government, thus counteracting inflationary ten- 
dencies. The facts, however, proved to the contrary as the bulk ofthe amount 
was encashed very soon after it was paid in the form of certificates. 

55. Para. 22 of the 2udir Report.-In regard to the loss of Rr. 8,900 which 
the Depamnent had to incur due to failure to observe the stipulated terms and 
conditions in a contract for supply of mustard oil the Committee desired t o  
know why no action was taken against the Ofliar-in-Charge, who authorised 
payment without satisfying himself about the quality of the articles received 
and before delivery of the full quantities of the articles paid for. The Direct- 
or-General, Posts and Telegraphs explained that the firm which 
supplied mustard oil was on the approved list of thz Controller of Civil Sup- 
plies, Bengal and the contract was entered into by him. It provided for 
payment against delivery ex-godown. This incident happened during the 
War years 1943-43, when supplies, especially of foodstuffs and mustard oil, 
were very hard to procure in Rengal. He further stated that the condition 
of payment on delivery ex-godown was fixed b~ the Controller as he could n o t  
shtain things on bencr terms. 

The Director-General, Posts and Telegraphs further pointed out that the 
contractor who was responsible for the supply of bad quality of mastard oil 
was prosecuted and mvicted. 

The Committee were anxious to know whether the Department had satis- 
frd itself that the Officer-in-Charge was not in collusion with the Contractor 
and desired to be furnished with detailed information about this case through 
a self-contained note. ' 

56. para. 23 of the Audtt Report.-In regard to the loss of copper 
wire weighing 47>394 lbs. and valued at Rs. 30,220 consigned by one Engin- 
eering Division to another where it was actually not received the Commit- 
tee desired to know what disciplinary action had beem taken against the officials 
at fault and whether suitable instructions had bem issued for the avoidance 
of such irregularities in future. 

The Chief Engineer, Posts and Telegraphs, stated that the copper wire 
weighing about 47,000 lbs, was required for a particular work at Belpum- 
Potma. The work was of a high priority .and the stores were drawn 
Secunderabad to execute the work expeditiously. After conclusion of the work, 
these s tom H.ete retuned to Secunderabad instead of being sent to Bombay 
Stores Depot. The particular Officer at Poona had gone away to Pakistan and 
the official who r ~ i v e d  it at Secunderabad had also gone away ,to Pakistan. 
This consignment was sent i wo portions. The first one was received by 
the nore l i n m  who had& discharged from service sometime ago for 
sonic other reason. The second one was reaived by a contractor and soon 
after that there was Police Action in HyderaW a d  lt had not been possible 
to tram that contractor. The Chief Engineer informed the Committee that 
steps were being taken to trace the whereabouts of the lineman and the 
mntractor to fmd w t  as to what had happened to fhtsc stores. 
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The Con~ptroller and Auditor-General pointcd'aut certatn defects in the 
existing procedure of receiving and issuing of stores at godowns and suggested 
Its levision with a view to avoiding the recurrence of such thefts in future. 
The Dircctor-Gencral,.Posts and Telegraphs, stated that necessary instructions 
in  this regard had been issued. 

57. Para. 24 of the Audit Report.-In regard to the purchase of Japanese 
underground cables, the Committee desired to, have full details of the case 
regarding the durability and efficiency of the Japanese cables in the light of 
their actual behaviour. The Committee also desired to know what steps 
had been taken by the Department to safeguard against the Contingent loscer 
due to shorter life of the cables. The Secretary, Ministry of Comnunication~ 
stated that on receipt of the first complaint that rhe jute covering of the 
Japanese cables was peeling off, the Posts and Telegraphs Department made 
expert investigations which revealed that there was nothing seriously wrong 
with the cables as such, but only the outer covering of jute had not been 
up to the standard. 

Thereafter, the Ministry had mother examination made by some experts 
who opined that there was no reason to believe that these Japanese cables 
would not last for 35 years. According to these expens the cables were 
intrinsically sound. 

Sinw the matter was of great importance, the Government had decided 
to have an independent investigation made by a Committee to which one or 
two Members of Parliament with engineering experience and technical 
experts would be associated. The Committee agreed to postpone discussion 
on this point till the findings of the Technical Committee were made avaiIabl6 
to them. 

58. Para. 25 of the Audit Report.-The Committee pointed out that the 
costing system followed in the Telegraph Workshops was not based on scien- 
tific methods. No authorised schedules of materials and labour were main- 
tained for standard products. The estimates prepared for work orders were 
consequently defective and ,here w m  very often considerable discrepancies 
between the acnrals and the estimates. The Committee desired to h o w  whe- 
ther the measures decided upon at the conference held in August, 1949, bet- 
ween the Audit and the Execvtive authorities were being followed. 

The Chief Engineer, Posts and Telegraphs, stated that as far as the sche- 
dule of materials required for standard items was concerned, these lists had 
been compiled and were being used now. As far as labour was concerned, 
considerable difficulty was being experienced in coming to any conclusions, 

" as it had not been possible to analyse the amount of labour required for any 
pal ticular job. 

The Chief Engineer further informed the Committee that the matter had 
been recently considered at the Workshop Board and it was decided to request 
the Chief Cost Accounts Officer of the Ministry of Finance to go inm this 
matter and advise the Department as to how best this should be worked out. 

The Committee was of the opinion that the subordinate staff should be 
properly trained in workshop accounts to improve the system of worbhop 
accounting. 

59. Para. 27 of the Audit Report.-The Committee desired to knod. what 
&parmental action had been taken against the Officers concerned in r w r d  
to the irregularities in connection with the expenditure (incunrd by a T&- 
graph Engineering Divisioo on acunmt of Jungle-cutting. The irreg&itics 



lconneaed with this case werc the subject matter of a policc enquiry md  the 
;police completed their report in 1945 and suggested deparanxnal action. 
The Committee werc anmow to know the z a s o n  for postponing such 
action. 

The Secretary, Ministry of Communications stated that the mamr had 
been refemd to the Union Public Service Commission about the punishment 
to  be imposed on the Officer concerned. He futthcr stated that the delay 
was mainly due to the original documents having not been received from the 
High Court of Bssam. 

60. .Para. 28 of ths Audit Report.--The Conmirtee pointed out 'that the 
.total infructuous expenditure on a work exceeded a lakh of mpees on account 
of employment.of excess labour and freight charges for return of surplus stores 
;indented in excess of the actual requirements and b i n d  to know what dm- 
cipilinary action had been taken against the officials at fault. The Director- 
'General, Poets .and Telegraphs stated that the infructuous expenditqc related 
to the construction of a carrier line between Allahabad and Agra. This line 
was put up as palt of the War effort and assigned the highest priority. The 
work was sanctioned in February, 1944 and November, 1944 was fixed as the 
target date for its completion. Monnally, all stores come f m  the stom de- 
pot and where work has to be stopped for any length of time labour is disband- 
ed. In this case, the labour was not disbanded for the following reasons :- 

( i )  the parties would have had to remain idle for the right type of stores 
which was in short supplj ; 

, ( i i )  if the coolies had been disbanded it would have been very diffimlt 
to recruit them at t)e scheduled rate during that period s ina the ' War-time Industries were offering much better prospects ; 

(iii) during rains the out-turn of the coolies was small ; and 
(iv) the first erection was done by inexperienced Military parties and 

the Department had to rectify it. 
The Chief Engineer informed the Committee that a considerable portion 

of these lines was paid for by the Defence and later after the War was over the 
Department took over a considerable portion of these assets at a very small 
valuation say 20 per cent. 

61. %ra. 30 oj the Audit Report.-In regard to the Calcutta Telephone 
Automatisation Project the Committee pointed out that a considerable ex- 
penditure had been incurred without any estimate and desired to know as to 
why it was done and which officer was responsible for it. The Chief Engineer 
stated that under the normal procedure no expenditure on account of my 
work could be incurred until the relevant estimates had been sanctioned by the 
eompctent authority, but sometimes when the urgency was great the works had 
to be sanctioned even without estimates. In this particular case there was 
some delay in the preparation of the project estimates which numbered about 
250 because considerable amount of details had to be collected in regard to land, 
4uildings, cables, the exchange, equipment, instruments and installation char- 
ges. Out of those, about go estimates had so far been prepared and it was not 
meccssary to prepare all the 250 estimates at this stage. The Chief Engineer, 
however, assured the Committee that the ex nciiture on this Project was not Y likely to exceed by more than 10 per cent. o the latest estimate. 

0 

The Committee then desired to kaow that s h a  most of the work ha1 so 
far been executed by outside agencies, what justification the= was for 
rhe mainmuma of a kuge establishment of gazetted afia s a d 3 I 3 non- 



gazetted officers. The Chief Enginax stated that this statT was requind 
to do a lot of forecasting work to find out as to how many telephones would be 
in a particular street or in any particular area during the next 10 or 20 years. 
The development plans had thus to be discussed with the Corporation, Im 
provement Trust and private bodies to arrive at these figures and on these 
bases the cables were to be laid. Apart from it, the lower staff had no idea 
of the automatic system and had to be trained. 

62. Para. 35 of the Audit Report.-The Committee dqined to know what 
action had been taken by the Government towards the construction of de- 
m e n t a l  buildings in big cities like Calcutta, Delhi, Madras etc. with a view 
to the saving of uneconomical expenditure in leasing remed accommodatiorp 
by way of payment of huge rent. 

The Director-Gencnd, Posts and Telegraphs stated that they fully agreed 
with the viewpoint of the Committee, but it was a matter of a l lomnt  of money 
md they had already approached the Planning Commission in the matter. 

63. The Committee then took up consideration of the statement showing 
action taken on the outstanding recommendations. 

Item 95.-The Committee was informed that the Hollerith System of 
mechanised accounting introducrd two years ago in the office of the C.. A. 0. 
Stores and Workshop would now be retained. 

Item 96.-The Committee was informed by the Depanmnt that the 
memomndum had to the A. G., P.,& T. for scrutiny and uerification 
of the figures; 

Item 97.-The Committec'observed that the Memorandum on the causes 
of the firt in the Calcutta Telephone Exchange furnished by the Department , 

csrould be examined by them and any further information desired on this case 
would be obtained by this secretariat from the P. and T. Departmmt. 

Item 99.-The Committee was informed that the Dkpanmnt had been 
allotting work to private p ~ s s e s  on a much larger scale, but even so the prcsen t 
position was not very satisfactory, The matter was being taken up with t h t  
hiinistry of Works, Housing and Supply. 

The Committee desired that the Ministry should be asked' to furnkh 
written replies to the various points which they could not mvzr Eor w n t  08 
t k .  



Proceedingo of the Tenth Meeting of the Public Accouna Committee 
held on Thmday, @e 11th September, I-. 

The committee met from 10-25 A.M. to 1-15 P.M. 

Present 

Shri B. Das4haiman. 
Pamdit Munishwar Dutt Upadhpyo 
Shri M. L Dwivedi. 
Shri S h m  Narayan Das. 
Shri Tribhuan Narayan Singh. 
Shri Ranbir Singh Chaudhuri, 
Pandit Krishna Chandm Shame. 
Shri V. P. Nayar, 
Shri B. ~ c h a n d r a  Reddi. 
Shri V. Narahari Rao, Comptroller and Auditor-Ger~nl of India. 
Shri P. H. S. RPo, Ditectvr of Railway Audit. 

Shri N. C. Nandi-Deputy S d c ~ $  

S h ~ i  F. C. Badhwar, Chairman, Rtlilway Board, Ministry of Rail~ags. 
Shri S S. Vasist, Member (Traffic), Railway Board, Ministry of Railways-- 
Shti V. Nilahntan, Member (Staff), Railway ~ o a r d , % n i s t r ~  of Rail- 

ways. 
Shri N. C. Deb, Director of Finance (Budget), Railway Board, 

of Rrulways. 
Shri K. 'Sadagopan, D i m o r  of Finance (Expenditure), Railway B m a ,  

Miastry of Railways. 

64. The Committee resumed discussion of the Appropriation Accomm 
of Railways for ~ g q p j o  and the Audit Repon, 1951 and proceeded with 
t-tion of the contract entered into with Messrs. ' Schliarn ' of SwitzcF- 
land for the manufacture of all-metal light-weight. coaching stock. this 
comection, the Chairman, Railway Board informed the Committee that tb- 
Financial Commissioner of Railways was at presenf having preliminary & 
with this firm in Switzerland with a view to explor.dWys and means of n- 
vising the agreemat and that there would be no alterauon in the status qrur 
till the Government had approved of the p r o p d s .  

65. The Comptrollu and Auditor-General then desired to know why i t  
hod not been possible for ' Schliuen ' to deliver the goods according to 
t m s  of the conuact. The representative of the Minisay, howm, 
admitted that there had been a very long deky on t k P t  of the firm - 

33. 



. executing the order placed with them during the first year. The Committee 
was particularly critical of the absence of a penalty clause in the agreement 
for nonimplementation ?f any of its terms, as in the absence of any such 
stipulation no other actlon except the extreme one to tvminate the contract 
under clause 15 of the agreement could be taken. 

d 

66. The Committee also vehemently criticised that part of the contract 
which provided for determination of the price of a coach on ' cost plus profit ' 
basis particularly with a foreign firm, as there were no means whatsoever of 
controlling either the manufacture or the prices of commodities, raw materials 

. etc. The representative of the Ministry assured the Committee that the 
cost plus profit ' contract would apply only to the first 25 coaches manufac- 

tured and on that basis they would fix the firm price for the remaining coaches 
after auditing the cost. 

67. The Committee also objected to the payment of nearly Rs. 30 hkhs 
to the firm six months before the design of the coaches was finalised as it 
appeared that the Government was financing a firm of doubtful standing. 
This sum was paid long before the stuff had arrived. The representative of 
the Railway Board stated that the advance money was paid because it was due 
according to the terms of the agreement and that the delay in fulfilment of the 
contraa was partly due to delayed finalization and approval of design of the 
coaches by the Govemment of India. The representative of the Ministry of 
Railways added that the advance payment was made not to finance the firm but 
to enable it to collect the raw materials for coaches in advance. The Comptrol- 
ler and Auditor-General criticised the above explanations pointing out that 
the payment had been made to the firm in contravention of the terms of the 
contract which stipulated placmg of $ order for fabrication on& after Gov- 
ernment had approved the design of the coach. 

68. The Committee observed that in consequence of the breach of the 
contract by the firm in this case due to their fdure  to supply coaches in tune, 
Government could have invoked the provision of clause 15 of the Agreement 
and terminated the contract forthwith. The representative of the Ministry 
stated that it wi%not a breach such as could not be condoned. 

69. The Committee then desired to know whether after the agreement 
had been entered into, any defects had been noticed in it either in actual word- 
ing or in the working of it. Explaining the attempt now being made by the 
Railway Board to revise the agreement with the firm it was stated that this 
was so not because any defect had been noted subsequently in the wordings 
of the contract but due to the change of circumstances, 

70. The Committee further pointed out that full advantage had not been 
taken by the Railway Board of the training facilities offered under this Agm- 
ment, as the number of Officers trained was very small. The representatin 

.of the Ministry admitted it. 
71. The Committee then desired to know whether any Officers were 

.deputed by the Ministry of Kailways to negotiate with the Swiss firm before 
the price of a coach was raised on each occasion. E x p l a h q  the position the 
representative of the Ministry stated that the prices were not negotiated but 
they were based on the estimates given by the firm from time to time. 

'72. The Committee, however, desired to be furnished with a statement 
ahowmg the particulars of [he d c e r s  who were sent to Switzerland from time 
to  time either for negotiations or for training in the manufacture of a l l - rnd  
Light-weight coaches. 
* Ssc Appendix XX. 
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73. The representative of the Ministry of Railways informed the Commit- 

tee  of the arrangement made for auditing of cost accounts of first 25 coaches 
by a firm of Chartered Accountants. The Comptroller and Auditor-General 
took strong objection to no prov~sion having been made for independent 
a u d ~ t  by him which showed lack of coordination and complete lack of under- 
standing of his responsibilities. He explained that he alone was responsible 
to Parliament as to the correct spending and that he should have been consulted 
in the matter. The Committee took a serious view of this omission. The 
C h a i h a n  of the Railway Board, thereupon, stated that the Railway Board 
had no intention to bypass the authority of the Comptroller and Auditor- 
General. 

74. Agreement with TELC0.-The Committee next ini tiated discussion on 
the agreement with TELCO. According to the Second Report of the Public 
Accounts Committee, the Financial Commissioner of Railways had promised 
to furnish certain information referred to on pages 35 and 36 thereof but the 
same had not been done so far. The Committee wanted to know what action 
had actually been taken by the Railway Administration on the assurance given 
by the Financial Commissioner. The representative of the Ministry stated 
that aa a result of a meeting held between the Chairman and members of the 
Board and the Chairman and Director of TELCO it was agreed that period 
' C ' which was to commence on 1st January 1949, would now commence only 
when TELCO had maintained consistently a production of 8 boilers a month. 
The Comptroller and Auditor-General contended that the agreement was 
defectwe inasmuch as though it would appear that the intention was that the 
tirne-factor envisaged in periods ' A ' and ' B ' was intended to be the over- 
riding consideration, the mere mention of the production plan has enabled the 
firm to demand extension of period ' B ' to their advantage. The represent- 
ative of the Ministry of Railways stated that extension of period ' C ' was 
granted firstly, because they wanted to give the Industry a chance to establish 
themselves and, secondly, because in period 'C' a firm price was to be negotiat- 
e d  and any attempt to fix price before the establishment of full production 
would result in the fixation of higher prices. 

On an enquiry being made as to the subsidy paid to TELCO, the repr-t- 
ative of the Ministry of Railways stated that the amount of subsidy payable to 
TELCO was determined by deducting the landed cost (which included cus- 
toms duty) from the actual cost. The Comptroller and Auditor-Gend felt 
strongly over the inclusion of customs duty in the landed cost, as the customf 
duty paid on articles imported by Government for its own consumption is 
money going from one pocket to another. The represeatative of the 
Ministry explained that this subsidy was being prud with a view to helping the 
Indian Industry. 

75. The representative of the Ministry of Railways promised to fu-h 
to the Committee definite figures of subsidy as soon as the accounts for periods 
' A ' and ' B ' were finalised. 



Proceedings of the Eighteenth Meeting of the Public Accountr Commit - 
tee held en Monday, the 3rd November, z p p .  

*The Committee met from 10 A.M. to 1-30 P.M. 

Present 

Shri B. Das--Chairman. 
Pandit Munishwar Dutt Upadhyay. 
Shri Shree Narayan Das. 

1 
Shri Tribhuan Narayan Singh. 
Shri Ranbir Singh Chaudhuri. iM-. 
Dr. Meno Mohon Das. 
Pandit Krishna Chandra S h a m .  
Shri V. P. Nayar. 
S k i  B. Ramachandra Reddi. J 
Shri V. Narahari Rao, Comptroller and ~ u d i t o r - ~ e n e r h  of In&. 
Shri P. H. S. Rao, Director of Railway Audit. 

Sbri M. N. Xlul-Secretay. 
Shri S: L. Skakdher-Oficer on S&zial Duty. 

WITNESSES * 
Shri F. C. Badhwar, Chairman, Railway Board, Ministry of Raiiways. 
Shri A. K. Chmda, Financial Commissioner, Ministry of Railways. 
Shri N. C. Deb, Director, Finance (Budget), Ministry of Railways. 
Shri K. Sadagopan, Director, Finance (Expenditure), Ministry of Railwap 
Shri H. S. Negi Deputy Secretary, Ministry of Finance. 

Ministry of Railways 
76. The Committee re-opened examination of the Appropriation Accounts 

of the Railways in India for 1gqp5o and the Railway Audit Report, 1951. 
Para. t6 of the Audit Report-Agreement with the Swiss firm ' Schlieren ' for 

the manufacture of all-metal light-wnght coaching stock 
The Financial Commissioner for Railways, who could not be present 

during the last meetings of the Committee when they examined the Railway 
Audit Report, 1951 traced the background of the agreement entered into with the 
Swiss firm. He stated that whm the agreement was negotiated, the question 
of hving the new factory for the manufacture of coaches as an ancillary 
to the Hindustan Aircraft Ltd., Bangalore was considered. As a result 

*The Committee first took up consideration of the Appropriation Accounts (Civil), 
~949.50 relatitag to the Ministry of Transpart. 
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.of the discussion with the Ministry of Defence, they came to the con' 
clusion that it would not be possible to establish two new productive units at 

-the same place and that it would be to the detriment of both the projects. The 
idea for the manufacture of such type of coaches was mooted in a report sub- 
mitted by some Officers of Indian Railways who visited Europe in 1947 in 
connection with the International Railway Conference. Subsequently, in 
1948, the Chief Commissioner, Railways, visited Switzerland and reported 
to the Government of India that they should adopt the ' Schlieren ' type of 
$coaches as the future standard for the Indian Railways as they were short of 
steel and, secondy from the safety angle, such coaches were far superior to 
anything in use on the Indian Railways and thirdly, tkse  were lighter and 
there would be considerable economies in operating such type of coaches. 
After an exchange of correspondence between the Ministry of Railways and 
the Indian Minister in Switzerland, an agreement was drafted and afcer &is- 
cussion with the firm in Switzerland, a team consisting of their representatives 
came to India to finalise the terms. It was admitted that there were certain 
flaws in the agreement. 

77. Referring to the provision in the agreement for the advance payment 
of fifty per cent. of the cost at the time of the placing of the orders, the F.C, 
Railways stated that it was the normal practice to make an ' on account pay- 
ment '. But in this case, it was an advance payment as financial assistance to 
the firm. The 50 per cent. payment was made on the basis of the estimated 
cost of shells only. But the first order was changed into an order for fully 
furnished coaches, the cost of which was very much more than the cost of 
shells. 

78. As regards the execution of the contract, the Committee were in- 
formed that the Government of India had taken the view that the contract 
must be subjected to the laws of India. The Comminee also discussed the 
legal implications arising out of the provisions in the contract in that behalf. 

79. In reply to a question, the F. C., Railways stated that the amount of 
Rs. 96 l a b  had been advanced to the Swiss Firm so far. 26 coaches had al- 
ready arrived in India and their value would be roughly Rs. 52 l&. When 
they got 50 coaches, the value would be over Rs. I crore. The remainder of 
the coaches, he said, was expected in another four months. 

80. A reference was also made to the provisions regarding the audit of 
the Cost Accounts of the ' Schlieren ' by an Auditor to be appointed by the 
.Government of India instead of through the agency of the Comptroller and 
Auditor-General. 

81. The Committee then adjourned for lunch. 



Proceedings of the Nineteenth Metdng of the Public Accounts Conk- 
mittee held on Monday, the 3rd November, 1952. 

The Committee met from 3-45 P.M. to 6 P.M. 
Present 

Shri B. Das-Chaimn. 
Pandit Munishwar Dutt Upadhyay. 
Shri Shree Narayan Das. 

I 
Shri Tribhuan Narayan Singh. i 43¶embers. 
Dr. Mono Mohon Das. 
Pandit Krishna Chandra S h a m .  
Shri B. Ramachandra Reddi. 

Shri V. Narahari Rao, Comptroller and Auditor-General of India. 
Shri P. H. S. Rao, Director of Railway Audit. 

Shri M. N. Kaul . , Secretary. 
Shri S. L. Shakdher . . Ojicer on Special 

Duty. 

Shri F. C. Badhwar, Chairman, Railway Board, Ministry of Railways. 
Shri A. X. Chanda, Financial Commissioner, Ministry of Railways. 
Shri K. Sadagopan, Director, Finance (Expenditure), Ministry of Rail- 

ways. 
Shri N. C. Deb, Director, Finance (Budget), Ministry of Railways. 
Shri H. S. Negi, Deputy Secretary, Ministry of Finance. 

Ministry of Railways<ontd. 

82. The committee reassembled after lunch and resumed further con- 
sideration of the various clauses of the agreement entered into with the Swiss. 
f- ' Schlieren '. 

The Financial Commissioner for Railways stated that until the design 
had been approved and the prototypes had been tested, the bulk production 
of the coaches could not commence. They had, however, at the prototypa 
stage made some changes. He added that if t h e  had not placed an order with, 
the ' Schlieren ' it would have taken another year before they could get the. 
material and start manufacture and thus the receipt of the coaches would 
have been postponed by two years. 





PART I1 

Proceedings of the meetinge of the 8ub-Committee appointed by the 
Public Account8 Committee to consider the Notes and Memoran- 
da etc., furnished by the Ministries on the points arising out of the 
Appropriation Accounts (Railways) and (Posts and Tclegrepha), 
194p50 and Audit Reports thereon. 

84 P.S. 



Proceedingr of the First Meeting of the sub-Committee held on the 
14th November, 1952. 

The sub-cormittee met from g P.M. to 6 P.M. 

Present 

Shri B. Das . . Chairman. 
Shri V. P. Nayar . . Member. 

Shri P. H. S. Rao, Director of Railway Audit. 
Shri G. S. Rau, Officer on Special Duty, Office of the Comptroller and 

Auditor-General of India. 

Shri S. L. Shakdher . Oficer on Special Duty. 

I. The sub-committee considered the various notes etc., submitted by 
the Ministry of Railways on the ~o in t s  arising out of the Railway Audit Re- 
port, 1951 which the Public Accounts Committee could not cover during their 
last session for want of time (as detailed in Annexure I). 

2. The sub-cornminee after some discussion accepted the position as set 
forth by the Ministry of Railways in the notes mentioned against items 3, 4, 
7 , 8 ,  g and 10 of the above Annexure. 

3. Withregard to Para. 37 of the Railway Audit Report, 1951 (item 5 of 
the Annexure ) the sub-committee decided to examine further the representa- 
tive of the Ministry of Railways on a date to be fixed later. 

4. As regards items I,  2 and 6 they desired that the Ministry of Raidways 
should be asked to furnish further information on the following points : 

*Item I.--(Para. 27 of the Audit Report) : 
(0 Why was not the certificate that ' no loss on account of late delivery 

of material would be sustained ' as required to be obtained under 
the rules from the indenting officers not recorded by the Division- 
nal Superintendent at the time of ordering re-purchase of bricks 
at an additional cost of about Rs. 24,439 ? 

( i i )  What was the justification for the grant of extension of time after 
the re-purchase had been made at a cost of about Rs. 24439 
which had ultimately resulted m a loss to the Railway Ad- 
ministration ? 

?Item 2.-(Para. 28 of the Audit Report) : 
A revised Note stating the precise position m regard to the Stores 

Accounts at the Chittaranjan Locomotive Works should be sub- 
* See Appondix XXXIII. 
t Since furnished vide Appendix XXXIV. 
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mined as the position as stated by the Railway Board presented 
a general statemmt andldid not indicate the value of stores not , 

checked. 
Item 6.--(Para. 40 *of the Audit Report) : 
An enquiry to]b: mlde from thewinistry on the following\points : 

(9 Whst u the limitation laid down uncle; the Pdyrnent of Wages Act 
(Railway Rules) about the recovery of traffic' debits from the 
station staff ; 

(ii) the 'number of cases where the amount outstanding is very large 
and exceeds the pay of the Railway Servant, the amounts out- 
standing and pay in each case ; and 

(iii)Iwhat steps do the Railway Board propose to take to safeguard the 
interests of Government by way of effecting recoveries from 
tne station staff ? 

5.TThe%ub-Connittee then adjournel to meet again on M ~ ~ d i y ,  the 
I*-November, xgp. 

2__- 

Sce Appendix XXVI. 



Annexure I 

CONSIDERATION OF THE APPR~PRIATION ACCOUNTS OF THE RAILWAYS IN INDIA 
FOR 1949-50 AND THE RAILWAY AUDIT REPORT, 1951 

Particulars of written information furnished by the Ministry of Railways 
to the Public Accounts Committee. 

Ref. to 
Para. No. 

of the Ref. to 
Serial Railway Appendix 
No. Audit No. in the 

Report, Report 
I95 I 

Particulars 

I 27 XXII Loss sustained by the Eastern Punjab Rail- 
way due to non-supply of bricks by the 
contractors within the stipulated time. 

2 28 XXIII Chinaranjan Locomotive Works-Review of  
Stores Accounts. 

3 3 I XXIV M. & S. M. Railway-Avoidable expenditure 
incurred in the purchase of green gram. 

4 33 ma' Southern Railway-Economy effected in ex- 
penditure on handling of good: a t  stations. 

5 * 37 . . . G. I. P. Railway-Loss of Revenue to th e 
railway due to quotation of special station 
to station rates for fresh fruits by passenger. 
trains in wagon loads. 

b 40 XXVI Heavy station outstandings. 
7 42 XXVII Inadequacy of rent realised for railway quar- 

ters. 
8 43 XXVIII Dispsal of Inspection Reports and Audit 

objections. 

9 44 XXIX Delay in preparation of completion reports. 
10 45 XXXI Efficiency of internal check. - ----- - -- -- - * Withdrawn by the Railway Board. 



Proceedings of the Second Meeting of the sub-Comxdttee held on the 
27th November, 195s. 

The  sub-Committee met from 5 P.M. to 6-40 P.M. 

Present 

Shri B. Das-Chairman. 
Shri M. L. Dwivedi . 
Shri K. M. Vallatharas . 
(Shri T. N. Singh, Member of the Public Accounts Committee was present 

by invitation). 
Shri G. S. Rau, Officer on Special Duty, Office of the Comptroller and 

Auditor-General of India. 

Shri S. L. Shakdher-Deputy Secrerary. 
6. The sub-Committee first considered the notes furnished by the 

Ministry of Railways pursuant to actioa taken on items 132 (ii), 137 and 139 
o f  the ' Statement showing action taken or pro?o;ed to bz taken 0.1 th: re- 
commendations ofthe Public Acconnts Cxnnittee ' which the P~clbllc Aczomts 
Committee could not coasidcr during their Septemb;r, 1952 session for wmt 
of time : 

*Item 132 (ii).-The sub-Committee observed that the Ministry of Rail- 
ways instead of issuing specific instructioas to tile Rzilwdy Ad- 
ministrations in regard to the fixing of respoasibility for losses 
of cash have merely drawn the attention of the Gac ra l  Mznager, 
0. & T. Railway to the recommendations m ~ d e  by the Public 
Accounts Committee vide para. 22 of the Report of the Public 
Accounts Committee on the Accounts of 1946-47. The sub- 
Committee desired that the Mlnistry of Kailwdys should be 
asked to communicate the specific instructions issued by them 
in thls behalf as recommended by the Committee. 

?Item 137.-The sub-Commmee coasidered the M:mxan;lum oa the 
rationalised distribution of stocks on Railwdys undertaken 
by the Railway Board in the light of the reconm:nd.itiox of the 
Shroff Committee. The sub-committee noted t h x  a net reduc- 
tion of Rs. 3.56 crores in the value of surplus stores h ~ d  b-en 
effected by the Railway Administrations. They desired that the 
following reconmendations may bz mide in the Rzport of the 
Committee in this behalf : 

+ See Appendix XIV. ' 
t Sce Appendix XV. 



*'The progress made in effecting further reduction in the store8 
balances on the Railways will be watched through the next 
Audit Report." 

?Item 139.-The sub-Committee considered at some length the Memo- 
randum furnished by the Ministry on the question of separating 
the financial and accounts functions on the Railways with a view 
to  ensuring strict financial control over expenditure. It was 
decided to take up the matter with the representatives of the 
Ministry of Railways when they next appeared before the Public 
Accounts Committee. 

7. The stib-Committee then proceeded to consider the various notes 
-memoranda furnished by the Director-General, Posts and Telegraphs on the 
qoints arising out of the Appropriation Accounts, Posts and Telegraphs, 1949- 
-30 and the Audit Report thereon (hnexure I). 

Item I, 2, 4 and $.-The sub-committee accepted the explanations 
offered by the Posts and Telegraphs Department. 

tItem 3.-Further information on Para. 22 of the Audit Report ibid : 

The sub-committee noted that no reasons had been given for not 
taking any action against the delinquent officer. They desired 
that the Director-General, Posts and Telegraphs should be 
asked to reconsider the matter and take appropriate disciplinary 
action against the Officer concerned and intimate it to the 
Committee. 

$Item 3.-Para. 27 of the Audit Report- 
The sub-committee desired to know the decision that had been 

arrived at in this case. Also whether during the pendency 
of the case with the U. P. S. C., the officer concerned, Shri 
J. K. Sen Gupta, had been promoted to a higher post and, if 
so, what were the reasons for promoting him to that post 
especially when the disciplinary case against him was under 
reference with the Commission. Further what action had 
been taken by the Director-General, Posts and Telegraphs 
to obtain copies of the relevant papers filed with the High 
Court and furnish the same to the U. P. S. C. for getting a 
decision on the case expedited ? They directed that the 
matter should be taken up with the Director-General, Posts 
and Telegraphs. 

Item 6.-Execution of five big projects without proper sanction- 

The sub-Committee felt that justification for executing the works 
without proper sanction had been given in one case only via., 
the case referred to in item (4) of the note furnished by the 
Director-General, Posts and Telegraphs which related to the 
provision of telephone and telegraphic facilities in the State 
of Saurashtra. 

* See Appendix XVI. 
t Spe A pendix LVI. 
$ S m 4  Lnirhcd vide Appendix LVII. 



The sub-Committee after some discussicin, however, decided that as all 
rhese cases w m  very old, no useful purpose was likely to be 
served by pursuing them further at this stage. 

Item 7.--Opening of a Public Call Office in Jawher State- 
The sub-Committee decided that the Director-General, Posts and 

Telegraphs should be asked to submit this Memorandum 
through the Accountant-General, Posts and Telegraphs and 
his comments should be incorporated therein. Further con- 
sideration of this case was, therefore, postponed. 



Annexure I 

STATEMENT SHOWING PARTICULARS OF THE MEMORANDAINOTES ETC., FURNISHED a 

UY THE D. G., P. & T .  ON THE POINTS ARISING OUT OF THE ACCOUNTS OF 
THE POSTS AND TELEGRAPHS DEPTT., 1949-50 AND THE AUDIT REPORT, 
1951. 

S. Reference to the Accounts and Audit Report thereon Ref. to 
No. Appendix 

No. 

I Memorandum re: Para. 2 (b) of the Report ibid re: XLVII 
regularisation of excess of more than 10 per cent. over 
the sanctioned estimates on certain important new 
works. 

2 Memorandum on : Note 7 (d) Balances under the XLVIII. 
sub-suspense Heads in Grant No. 93-Stores Sus- 
pense @age 114 of the P. & T. Accounts). 

3 Memoranda setting forth information regarding the XLIX 
case referred to in Para. 22 of the Audit Report 
ibid. 

4 Memorandum setting forth information regarding the L 
case referred to in Para. 23 of the Audit Report 
ibid. 

5 Memoranda setting forth information regarding the LII  
case referred to in Para. 27 of the Audit Report 
ibid. 

6 Memoranda setting forth information regarding the LIII  
case referred to in Para. 29 of the Audit Report 
ibid. 

7 Memorandum re: the case referred to in Para. 33 (b) of LIV 
the Audit Report-opening of a Public Call Office. 

8 Memorandum re: Para. 33 (c) of the Audit Report-re: LV 
important irregularities noticed during local inspec- 
tions. 



JProceedings of the Third Meeting of the sub-Committee held on the 
12th December, xgsa. 

The sub-Committee met from 5 P.M. to 6-25 P.M. 

Present 

Shri B. Das . . Chairman. 
Shri K .  M .  Vallatharas . . Member. 
(Shri T. N. Singh, Member of the Public Accounts Committee was 

; present by special invitation). 
Shri V. Narahari Rao, Comptroller and Auditor-General of India. 
Shri P. H. S. Rao, Director of Railway Audit. 
Shri G. H. Po Saw, Chief Auditor, Eastern Railway. 
Shri G. S. Rau, Officer on Special Duty, Office of the Comptroller 

and Auditor-General of India. 

Shri S . L. Shakdher-Deputy Secretary. 

Shri F. C. Badhwar, Chairman, Railway Board. 
Shri V. Nilakantan, Member (Staff), Railway Board. 
Shri S. S. Vasist, Member (Traffic), Railway Board. 
Shri K. Sadagopan, Officiating Financial Commissioner for Railways. 
Shri h:. C. Deb, Director, Finance (Budget), Railway Board. 

Railway Audit Report, 1951 

8. The sub-Committee took up consideration of the Report of the team 
,of three Officers appointed by the Kailway Board to investigate into a number 
of typical cases where open tenders were not called for on the Assarn Rail 
Link Project as commented upon in Para. 20 of the Railway Audit Report, 
1951 in the light of the comments offered thereon by the Comptroller and 
Auditor-General of India and further comments made by the Ministry of 
Railways. 

g. At the outset, the Comptroller and Auditor-General giving his appraisal 
of the report of the investigating team of three Officers described it as vague 
and ambiguous because they had used three different expressions viz., ( i)  
tbe rates paid were not ' uofavourable ', (ii) ' a higher rate was justifiable ' and 
(iii) ' the higher rate was justifiable '. Elucidating the matter further, he stated 
that the investigating team wah asked to comment on the rate in each case. 
But they had used the expression ' a higher rate ' with reference to the rate 



49 
which had been given for similar works done on a ten&r basis. Similarly, 
i n  respect of rates, %cy did not make any comparison with similar works. 
The team, he added, recorded the following findings in 94 cases investigated 

In 45 cases, the negotiated rates were not unfavourable ; 
In 4 cases, the higher rate was justifiab!e; 
In 12 cases, the higher rate could be regarded as partially justi- 

fiable; 
In 33 cases, the Team were not able to reach any definite conclu- 

sion." 
The Comptroller and Auditor-General emphasised the view that the 

combination of negotiation with tenders was likely to destroy the entire 
utility and safety of the tender system. He observed that the report under 
consideration was not helpful in arriving at a conclusion about the reasonable- 
ness of executing the work on the basis of ' negotiatql rates ¶ especially in an 
area in which other comparable works were not in progress at about the same 
time. 

The Comptroller and Auditor-General suggested that the Investigating 
Team should continue their work on the following lines : 

(I) Select a few complete sections of the Rail Link involving higher 
rates and examine by a scrutiny of all the work orders relating 
to these sections and the relevant measurement books, whether 
the payments made were for work in excess of that involved in 
these sections. 

(ii) In respect of (i) above, how much of the paymms were at basic 
rates and how much at higher rates m d  in the latter case, to 
what extent were these higher rates justified ? 

(iii) As regards the works executed in other sections of the Rail Link, 
an analysis should be prepared showing the number of works 
in r e s p a  of which payments were made in excess of the basic 
rate and the total quantity and amount involved therein. 

ro. Referring to the personnel of the team, the Chairman, Railway Board 
suggested that no change should be made therein as the new members would 
have to go through the whole ground de novo. After some discussion, it was 
agrced that a rctired Railway Engineer of the status of a Chief Engineer, Indian 
Railways, should be associated with the Team. 

The sub-Committee decided that in the meantime no judgment should 
be rcached on the basis of the report under consideration. 

At this stage, the representative of the Ministry of Railways informed the 
sub-Committee that the note containing their comments submitted to the 
Public Accounts Comrnittce should bc treated as withdrawn. 

11. The Comptroller and Auditor-General further suggeted that in 
future in all cases where works are required to be carried out in an emergency, 
special procedure should be prcscribcd by thc competent authority taking 
into account d l  the circumstances of the emergency. It is undesirdble that a 
general permission to the authorities executing the work " to take all neces- 
sary measures to ensure that the project is fultilled " should be given. The 
extent to which the normal Code rules are to be relaxed should be precisely 
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stated. Further, the authoritits exercising such extended powers should be- 
directed to leave sufficient contemporary record of facts to enable the investi- 
gating authorities in future to judge whether such powers have been judiciously 
exercised. 

12. The sub-Committee then took up consideration of the Memorandum* 
furnished by the Ministry of Railways on the comments contained in para. 37 
of the Railway Audit Report, 1951, which referred to the loss of Revenue to 
the Railway due to quotation of ' station to station' rates for fresh fruits by 
passenger train in wagon loads on the G. I. P. Railway. - 

Not printed as it was withdrawn by the representatives of the Railway Board. 





APPENDIX 
Sratnnmf shouying acrion taken or proposed to he taken on flre recomm~ndations of the Public Accounts Commkee. 

~ ~ -up- --- 

Serial Year of Paragraph Ministry or 
No. Report of the Department Recommendations or suggestions Action taken or proposed to be taken 

Report concerned 
I 2 3 4 5 6 

1 1948-49 (1)' 14 Finance . The Ministry of Finance should take nuit- 
able action in cases in which it is estab 

1947-48 (post-perti- 4-R lished that the responsibility of framing 
tion ). budget estimates or controlling the ex- 

penditure has not been properly dis- 
charged. 

1 1948-49 (1) - IS Finance ( i )  In order to obviate cases of large lapses The Ministry of Railways have submitted 
of funds resulting from the non-adjust- a Memorandum. 

All other Ministries. ment of debits for supplie~ and services The Ministry of Communications have 
rendered during a financial year, a suit- stated as below : 
able procedure should be devised where- " The suggestion contained in the 
by action is taken sufficiently in advance conchding sentena is being fol- 
by the indenting authoritiee to ascertain lowed at the cloae of each financial 
from the suppliers whether the supply of year. The position of stores in- 
goods was likely to materialize. If the dented is periodically reviewed. 
payment was not likzly to be made in The suppliers are asked to m- 
tlme, the funds provided for the pur- dicate whether they will supply the 
pose should be surrendered. articles ordered and raise debits in 

time. 
The Ministry af Works, Housing and 

Supply have stated as below : 
",Instructions contained in the 

Ministry of Finance 0. M. No. P. 
IO(I)-B/SI, dated the 14th June, 
1951 have Plready been bro 
the notice of the Central % b g  
Works Depatunent authorities 
and the Controller of Printiq and 

- - -- - - - 
*Ig48-49 (I) denotes : Fipt Report of the Public &counts Committcr on the Accounts of 1948-49 end unfinithed Acc?upv (Civil) of 1 ~ 7 - t $  
(poet-panition). 



Serial Year of Paragraph Ministry or 
No. Report of the Department Recommendations or suggestions Action taken or proposed to be taken 

Report conarned 

Stationerv and thw have been 
instructed to follm- them invari- 
ably." 

The D. G. P. & T. has stated that the 
matter has been taken up with the 
Ministries of Finance and Works, 
Housing and Supply. 

( i i )  The Ministry of Finance in exercising 
its ' banking ' control should take into ac- 
count wider considerations and bring it to 
bear upon the Ministry accountable for 
the proper spending of the funds entrus- 
ted to it that it should exercise stria 
financial control in all such cases where 
funds are spent through the agency of the 
State Government. The Ministry of 
Finance should issue strict instructions 
that explanations for variations between 
the Grants and the expenditure should 
be furnished expeditiously by the Minis- 
tries in order to obviate delay in the 
compilation of the Appropriation Ac- 
counts. 

16 Finance . Most of the administrative authorities are 
ignorant of proper budgetary procedure 

All other Ministries. and lack of knowledge and experience of 
financial cnntrd over expenditure. The 
Ministry of Finance should not only de- 
vise measures for  tightening financial 
control but their representahves should 
inter alia also watch and advise the ad- 

The Ministry of Communications have 
stated as below : 

" Instructions in regard to explanations 
for vanauons, whi* are al- 
ready in force, are bang observed. 
Further instructions, if any, from the 
Ministry of Finance will be com- 
plied with." 

The Ministry of W. H. & S. have 
stated that necessary explamtions 
are furnished to the Accounts Olii- 
cer with due expedition. 

The Ministry of Railways have stated 
as below : 
" Comprehensive instructions on the 

subject already exist. The? is 
one complete chapter on Con- 
trol of Expenditure' in the State 
Raiiway General Code for tho 
benefit of Railway Ofkers". 



4 1948-49 (I) . 17 Do. 

ministrative authorities in their control 
over the progress of expenditure. 

. (17 Planning and preparation of estimates 
prweed on a vew unsatisfactory basis 
and money asked for one purpose is often 
spent on a different activity or a major 
activity is allowed to be postponed and a 
minor scheme or activity proceeded with. 
There is also no real co-ordination bet- 
ween the activities which a Ministry pro- 
pose to undertake during the year and 
the financial side of such activities. The 
present system of preparation and scru- 
tiny of estimates should be overhauled 
thoroughly and a methodical and sys- 
tematic procedure devised whereby the 
budget is prepared on a more accurate 
data which I - duly ' vetted ' by both the 
administratit .- ind financial authorities. 

The Ministry of Communications had 
stated as below : 

" Necessary direction issued by the 
Ministry of Finance will be carried 
out " 

The  G t r y  of W. H. & S. have noted 
the recommendations. 

The Ministry of Railways have stated 
as below : 
" The procedure for the preparation 

and submission of estimates is 
elaborately set out in Chapters 
IV and V of the State Kailway 
General Code, and the estimates 
arc prepared by the Administra- 
tions in consultation with their 
Financial Adviser and Chief Ac- 
counts Officers ". 

The Ministry of Communications have 
stated as below : 01 
" Unclcr the existing system every 

possible care is taken to see that 
the budget estimates are prepared 
correctly and amounts are utilised 
for the a~tivitirs for which they are 
budgeted . 

The D. G., P. & T. has noted the rc- 
commendation. 

The Ministry of Works, Housing and 
Supply have stated as below : 

"The  procedure indicated in Appen- 
dix 6 of the Central P. W. A. 
Code is followed in so far as the 
Central Civil Works con- 
cerned. If any changearein the 
procedure is considered nemsary, 
the Ministry of F inanc~  will take 
necessarv action and inform this --- 

Ministry''. 



Serial Year of Paragraph Ministr~ or 
NO. ! Report of the Department ~eccknenda t ions  or suggestions Action taken or proposed to be taken 

Report concerned 

- - - -  

(ii) The Ministry of Finance should asso- 
ciate itself with the administrative Min- 
istry concerned from the very inception 
of the preparation of the budget estim- 
ates and assist them in coming to proper 
decisions rather than sit on judgement 
over their proposals. 

5 1948-49 (1) 11 Finance In  order to check the tendency of the spend- The Ministry of Railways have sub- . 
ing authorities to incur expenditure in mitted a Memorandum. 

Al! other Min- excess of the sanctioned grants or ap- 
istries . propriations, it is essential that the Mi- T h e  Ministry of Communications have 

nisvies in general, and the Ministry of stated as below : 01 
b P  Finance in particular, should devise " Necessary instructions have already 

measures urgentlv whereby expenditure been received from the Ministry 
under each grant and sub-head under of Finance and they are complied 
that grant is booked immediately after with ". 
it is incurred. The progress of expendi- 
ture should be watched by the authority The D. G., P. & T. has stated as below:- 
administering the grant so that before " The recommendations of the Com- 
incurring further expenditure, it should mittee are already laid down in 
ensure that the fresh expenditure is with- the departmental rules. Neces- 
in the limit of sanctioned allotment. sary instructions reiterating the 
This is. of course, without prejudice to provisions of the rules and for 
the legitimate use of the Contingency tightening uq, the procedure, 
Fund. have been issued . 

The Ministry of W. H. L S. have stated 
as below : 
" A register of progressive expendi- 

ture in the Printing and Sta- 
tionery Department under each 
mb-head from month to month 



- The reconciliation of the figures of expen- 
dihlre hooked bv the spending Drpart- 
ments concerned with those hooked by 
the respective Accounts Officers is one 
of the ' potent rncthodq' hv which the 
flow of expenditure con be regulated and 
thc tendencv to nver-sp::nd curhcd. To  
achicvc thir en.1, rh: spcnrling denlrt- 
mmts should m.~;ntain Their accounts 
properly. T h e  Financial Advisers at- 
tached to the Ministies etc. s h d d  guide 
the Administrative authorities in regard 
to the maintenance of accounts and for 
watching the progress of expenditure. 
They should also lo& int* the accounts 
of MinistrieslDcpartmcnrs periodically 
in older to see that thcse are bcing main- 

-- tained properly. In the U. K. the res- -- ~. - - . - . - - - . - . . . -. . .. 

is maintained in the Ministry 
and it is ensured that expendi- 
ture under any sub-head is nor 
exhausted too rapidly, or ex- 
ceeds the budget grant . 

" The procedure indicated in Aooen- 
dix 6 of the C. P. W. A. C& is 
followed in so far as the Ccntral 
Civil works are concerned. If 
any change in the procedure is 
considered necessary, the Minis- 
try of Finance will take necessary 
action and inform this Minis- 
try ". 

"The expenditure debitable to the 
budget grant of the Secretariat 
is promptIy booked in the register 
maintained for the purpose and 
the accounts are reconciled with 
the expenditure booked by the 
Accounts Officer ". 

The Ministry of Railways have stated as 
below : 

"This d e i  n7t a ~ p l y  to th? R3ilwlv 
Ministry as the Financial Ad- 
vlvrs to the Railway Adminis- 
trations are also the Accounts 
Officers an1 are respmsible for 
th- rn~intznance of accalnts qn5:r 
the administrative control of the 
General Manager s ". 

The Ministry of Communimtions have 
stated as below : 
" So far as this Ministry including its 

attached and subordinate offices 
are concerned, the accounts are 
properly maintamed and the re- 
cc~nciliation is done regularly and 

- - promptly ". 



Serial Year of Paragraph Ministry or 
h‘ 0. Report of the Department Recommendations or suggestions Action taken or proposed to be taken 

Report concerned 

ponsibility for keeping the entire ac- The D. G., P. 81 T. has stated that ne- 
counts rests with the MinistrieslDepart- cessary instructions h a w  been 
ments concerned. Steps should be issued. 
taken tointroduce changes in thisres- The Ministry of W. H. & S. have stated 
pect gradually but effectively. as below : 

" In the C. P. W. D., the works ex- 
penditure is booked in the Divi- 
sional Offices. Instructions arc 
being issued to the Chief En- 
gineers for emphasising on the 
Divisional Officers the necessity 
and importance of periodical re- 
conciliation of expenditure figures 
booked in the Divisional Offi- 
ces and the respective Accounts 
Offices and for introducing 
a system for keeping a watch 
that the Committee's recommenda- 
datiom are properly carried out. 

As regards the concluding part of the 
recommendations the advice of the 
Ministry of F~nance is awaited." 

" The Controller of Printing and 
Stationery as also offices subor- 
dinate to it have been directed 
to regularly reconcile their de- 
partmental figsres of expenditure 
with the Accounts Office figures. 
The sub ordinate office8 arc a h  



20 Fironce . The Minisrrics shruld ensure that action 
- - - - - - - - - - cp~i rs t  rhe de l i rque~t  cficials is taken 
A11 othcr h4icistrics. prm-prly and the Ministry of Finance 

should sce that the Ministries initiate 
necessary proceedings in each and evcry 
case in time. Remedial meesures should 
also he devised against any defects that 
may have come to norice of that Minis- 
try in the course of investigations. 

In repard to proper utilization of the grants 
made to the State Governments etc., 
for various Development schemes laun- 
ched by them. the Central Government 
should conduct broad checks to see that 
the objectives with which such alloca- 
tions are made are achieve3 as intended 
and within the targets laid down. 

required 'by the Controller to  
attach a certificate to this effect 
with the monthly statement of 
expenditure submitted by them". 

" The expenditure debitable to the 
budget grant of the Secretariat 
is reconciled with the figyes 
booked by the Accounts Officer . 

The Ministry of Railways have stated 
that necessary instructions have been 
issued to the Railway Administrations. 

The Ministries of W. H. & S. and Com- 
munications and the D. G., P. & T. 
have noted the recommendations 
and issued necessary instructions. 

Finance A note outlining (i) the extent ef co-ordi- 
9 1948-49 (1) . 22 and ---------- nation exiitinp between the Ministry of 

106 External Affairs External Affairs and other concerned 
Ministries at the time of framing of the 

Other Ministries hudger estimates rc lating to the office 
of the High Commissioner for India in 
U. K., (ii) the steps contemplated to be 
taken by the Ministry of External Atfairs 
for conducting detailed scrutiny of such 
estimates, and (iii) the measures pro- 
posed to be adopted towards the streng- 
thening of the budgetary and effective 
financial control over the Indian Em- 
bassies and Missions abroad should be 

I 
___-___-.__ - -_____ furnished to the Committee. 

~ - 



Ferial Tcrr of Paragraph Ministry or 
No. Rerorr of the Department Recommendations or suggestions Action taken or proposed to be taken 

Report concerned 

2 3 4 5 6 

'9 1918-49 (1) 23 I Finance The introduction of the ' Administrative The Ministry of Railways have stated 
f w7-48 I o - ~  - - - - - - Audit System ' by the Ministries should as below : 
<post-partition) 95-PC J A1 .~ther Ministries. not be delayed merely on the ground of " Apparently the term ' Administra- 

want of funds. For better organisation tive Audit Ssystem' refers to the 
and to secure efficiency, it is worthwhile internal check of accounts under 
spending a little extra on overhauling the control of the Administrations. 
the present defective system, which, This is already ln vogue on the 
if continued indefinitely, might even- Railways as the organisation of 
tuallv result in a huge waste of public the Financial Adviser and Chief 
funds. Accounts Officer forms part of 

the Railway Admini$ation under 
the General Manager . 

The Ministry of Communications and 
the D. G., P. & T. have stated that 
general instructions are awaited 
from the Ministry of Finance. 

The Ministry of W. H. & S. have 
offered no remarks. 

Do. . If the State-sponsored Corporations, such 
as the Indian Telephone Industries, 
Bangalore, Sindri Fertilizers and Chemi- 
cals Ltd. etc. are allowed to run inde- 
pendent of the control of Government or 
Parliament, there is a danger that public 
monev mi&: be frittered away in frivo- 
lous investments. In order to  ensure 
that such concerns do not transgress the 
recognized rules of financial propriety 
and that the public money is not 
wasted, they should more appropriately 
be regulated by Parliamentary legisla- 
tion in each case' 

The Ministry of Railways have stated 
as below : 

" Not concerned as there are no State- 
sponsored corpyt ions under the 
Railway Board. 

The Ministry of Communications have 
stated as below : 

" So far as the Indian Telephone In- 
dustries, Bangalore, is concerned, 
the matter is beiig examined in 
consultation with the Ministry of 
Finance ". 

The Ministry of Works, Housing and 
Supply have offered no rcmarb. 



I n  all cases of misuse of public money, reck-  he Ministry of &ways have stated . 
less disregard of financial rules, extrava- that necessary instructions have been 
games and losses resulting from negli- issued to the Railway Administrations. 
gence of officials, responsibility should 
be fixed on the individual officers and The Ministries of Communications and 
the Ministry concerned. The Adminis- W. H. & S. and the D. G., P. & T. 
trative Ministry should not content itself have noted the recommendations. 
merely with p?ssing strictures against the 
officer, zonferned but should take some 
positive actlon ryaiqst them for wastes of 
public funds caused through their wilful 
actions or contributory negligence. In  
order to tone up administrative integrity 
and dficienc~. it is absolutelv essential 
that officials~fou1.3 guilty o f  such acts 
are d e i t  with oromptly and severely. 
Officers responsible for failing to  take 
action or delaying action against the 
delinquent officials should also be suit- 
ably punished 

151 Finance . With reference to Para. 33 of the Audit Re- 
port, 1950, the progress made in the ad- 
justment of the outstanding balances in 
respect of payments made to the U. K. 
Government on behalf of Pakistan 
should be reported to the Committee. 

. 153 Do. . ( i )  The progress n a d ?  in taking over the 
work relating to payment of military 
pensions from the U. K. Government 
should be reported to the Committee. 

(ii) A note setting forth the actual percent- 
age of the ratio of expenditure incurred 
on agency fees to  the pensions paid by 
the Commonwealth Relations Office 
should be furnished to the Commit- 
tee. 

. -- - --~- - - - -- 
*The1 etter ' P'  denotes the paragraph number of the Proceedings. 



efial Year of Paragraph Ministry or 
i: 0. Report of the Department Recommendations or suggestions Action taken or proposed to be taken 

Report concerned 

I? 1948-qg(I) . 154 Finance 

. 22 and Do. 
157 

I 62 Do. 

(iii) The Ministry of Finance should as- 
certain from the appmpriate Ministry 
whether the Commonwealth Relations 
Office was in any way rendering any as- 
sistance towards the promotion of wel- 
fare of the Indians settled in the Colo- 
nies like Mauritius, New Guinea, etc. 
and, if so, whcther they would continue 
to do so even after the Indian High 
Commissioner had taken over the work 
relating to military pensions. 

Since the Insurance Organization is in- 
tended for the benefit of the Insurance 
Companies, etc., it should be considered 
whcther the fees levies should not be 
adequate to cover the expenditure. A 
report in the matter should be submitted 
to  the Committee. 

. A note should be submitted to the Com- 
mittee stating whether the Ministry of 
Finance had withdrawn any of the 
powers delegated to the old lndia Office 
and whether the H. C. for India in Lon- 
don exercised the same financial powers 
as were enjoyed by other Ambassadors 
and, if not, why not ? 

A note stating the steps taken by Govern- 
ment to revise the charges for printing 
of stamps to meet the rising cost should 
be submitted to the Committee. 



rg Do. 

no Do. 

. 26 (i) Finance ( i )  Whenever anv case of an officer exceed- The Ministry of Railways haw stated 
that instructions from the Ministw 
of Finance are awaited. 

- - - - - - - - - - - ing his financial powers is noticed, he 
All other Ministries. should be made personally responsible 

for such excesses if these are not covered 
by the sanction of the appropriate au- 
thority. 

Do. 

Do. 

(ii) Whenever irregularities are mentioned 
in the Audit Report. action to rectify 
them should be taken in advance of 
their consideration by the Committee 
so that the Committee are informed of 
the final position and not merely told 
that the matter would be looked into. 

In order that the effect of refusal of the 
ex post ~ U C I O  sanction is clearly felt. the 
Ministry of Finance should. in consulta- 
tion with the administrative Ministry 
concerned. consider what disciplinary 
measures are required to be taken and 
what remedial action is called fur. A 
full report should invariably be placed 
before the Public Accounts Committee 
in connection with the discussion of 
such items and that they should not be 
removed from the Objectionable Items 
Register maintained in the Accounts 
Office until they have been discussed 
and commented upon by the Comrnit- 
tee. 

Officials of the executive Departments 
should co-operate with the Audit De- 
partment in the timcly verification of 
facts proposed to be incorporated in the 
Audit Report and subsequent attempts 
on the part of the rcpresentativcs of the 

The Ministries of W. H. & $., Com- 
munications and the D. G., P. & T. 
have noted the recommendations. 

The Ministries of Railways, Communi- 
cations, W. H. & S., and the D. G.- 
P. & T. have noted the recommenda 
tlons. 

The Ministry of Railways have stated 
that instructions from the Ministry 
of Finance are awaited. 

The Ministries of Communications, and 
W . H . h S . a n d t h e D . G . , P . & T .  
have noted the recomrnendatlons. 

The Ministry of Railways have stated 
as below : 

" Necessary instructions have been 
issued to the Railways. The 

time-limit of six weeks for the 
acceptance of the draft para. is 



Fcrinl Year of Paragraph Ministry or 
No. Report of the Department Recommendations or suggestions Action taken or proposed to be taken 

Report concerned 

I 2 3 4 5 6 

Ministries to contradict any statement 
containe.' in the Audit k p o r t s  at the 
time they app:ar before t .ir Public Ac- 
counts Committee should b . avoided. In 
order to preven a subsequent Naste of 
time of thr Public Accmnts Committee 
and Parliament cwinb io any disagree- 
ment on facts, th: Ministries should in- 
variablv send h e i r  comments on facts 
wifRin-a time-limit prescribed by the 
Comptroller and Auditor-General. 

38 and Finance . In  order to expedite disposal of audit ob- 
I57 jections, the Ministry of Finance should 

All other Ministries. issue instructions requiring the Finan- 
cial Advisers attached to the various 
Ministries to call for quarterly state- 
ments showing the progress made in 
the disposal of audit objections pending 
with the Ministries concerned and their 
Attached and Subordinate offices and 
see that they are replied to in time. 
The Executive Officers should also, 
while inspecting the subordinate offices, 
make it a point to enquire about the 
dispsal of audit objections. 

Finance . . ? hc Accountants-General should be 
divested of the responsibility of looking 
after treasury work forthwith as such a 
step would mark the beginning of an 
irnportznt reform that the spending 
authority draws its own bills and makes 
arrangements for their payment. 

being strictly enforced as far as 
practicable". 

The Ministries of Communications, 
W. H. & S. and the D. P. & T. 
have noted the recommendations and 
issued necessary instructions to the 
subordinate Offices. 

The Ministry of Railways have stated g as b e l w  : 
"Necessary instructions impressing 

upon the Railway Administrations 
to expedite the disposal of Audit 
objections have since been issued". 

The Ministries of Communications and 
W. H. & S. and the D. G., P. & T. have 
noted the recommendations and issued 
necessary instructions to their subordi- 
nate Offices. 



26 1948-49 (I) . . 26 (i) 

Do. 

Finance . 

A Central Treasury in Delhi should be 
set up without further delay. 

The Ministry of Finance should present 
to the Public Accounts Committee a 
skeleton of the form devised in con- 
sultation with the Comptroller and 
Auditor-General in which the Accounts 
embracing the receipt and debt sides 
will be prepared to enable the Com- 
mittee to make an early start in the 
matter of scrutinising the Receipt and 
Borrowing sides of the Accounts. 

. The  Financial Advisers accredited to the 
Ministries should appear in person be- 
fore the Committee and should not 
depute their subordinate officers. 

. Special steps should be taken to review the 
exi4ring State Trading and Manufac- 
turing Schemes under the control of the 
Government of India with a view to 
seeing that they were not sustaining any 
loss and that an adequate return com- 
mensurate with the capital invested in 
the scheme was forthcoming. A com- 
plete review of the schemes should be 
submitted by the Finance Ministry in 
respect of all the State Trading Schemes, 
under the over-all control of the Govern- 
ment of India. 

Works, Housing 61 With refercnce to para. 23 (a) of the Audit A note has been submitted to the Com- 
supply. Report, the Committee was promisrd mittee. 

to be informed in due course of the 
action taken in the matter. 



Paragraph Ministry or 
Serial Year of Report rf il-e Dcrsrirr ent Pecc rrnerdaticns or svpgesticns Action taken or proposed to be taken 
No. Report concerned 

26 ( i ~ \  Ct n mcrcc s r d  The dccisic n to uaive the recovery of the 
Indust~y. zrrcunt frc m the c fficer concerned for 

having utilized the cars from a pool of 
cars for private purposes in the case 
referred to in para. 23 (c) of the Audit 
Report (Civil), 1950, was not correct. 
The officer should not have been treated 
leniently when there was a prima facie 
charge of malfeasance against him. A 
thorough investigation should be made 
by the Minktry in all the charges 
levelled against him and a report sub- 
mitted to the committee. 

Works. Housing & In the case referred to in para. 23 (a) of A note has been submitted to the Corn- 
Supply. the Audit Rcyort. 1950. further action mittre. 

taken in ccnsultati( n with Audit to 
write off this itcm should be reported 

to thc Committee. 

Cnmmcrce and With reference to the case referred to in 
Industry. note z at page 105 of the Appropriation 

Accounts (Civil) of 1948-491 the action 
taken against the officer concerned 
should be reported to the Committee. 

DO. . Action taken to prevent continued loss on 
account of fees for Deposits and Regis- 
trations of Trade Marks should be 
reported to the Committee. 

Do. 

Do. 



Do. 

32 1948-49(1) - 175 DO. 

'l'he results of the investigation promised 
to be made by the Secretary to the 
Ministry in the case involving leakage 
of the Government decision regarding 
levy of increased export duty on oil 
seeds before the issue of Government 
Communique should be reported to 
the Committee. 

A note setting forth the steps taken to 
prevent such leakages which had 
serious repercussions not only on the 
trade but also resulted in loss of 
revcnue should also be furnished. 

Action taken to improve the state of 
affairs existing in the Library attached 

to the Office of the D. G., Commercial 
Intelligence and Statistics, Calcutta, 
as also the measures proposed for pool- 
ing all available statistical data in one 
place should be reported. 

Do. 

Do. 

I t  should also be stated whether the 
officer concerned has been granted 
further extension of service and, if so, 
for what period. 

33 1947-48 (post-parti- 83-P DO. . . With reference to the question of alloca- Action ha% been initiated with a view to 
uon). tion of thc profits accruing from the implcmcnring the recommendations of 

operation of the Standard Cloth Scheme, the Cummittee. A report will be 
an agrccmcnt shinM be arrived at submitted as soon as the matter is 
betwecn the hlinistries of Finance and finalized. 
Commerce and Industry and the 
Comptroller and Auditor-General about 
the quantum of the profits and the . 
deductions to be made on account of 
interest, overhead and other ancillary 
expenses before distributing them to 
the States and the matter reported to 
the Committee in due course. 



Serial Year of Paragraph Ministry or 
No. , Report of the Department Recommendations or suggestions Action taken or proposed to be taken 

Report concerned 

I 2 3 4 5 6 
................................................................. 

34 1947-48 (post-parti- 
tion). 

35 1947-48 (post-parti- 
tion). 

36 1947-48 (post-parti- 
tion). 

84-P. Commerce and In connection with the Import of Japanese A note has been submitted to the Com- 
Industry. Cloth, the Committee should be mlttee. 

apprised of the latest position regarding 
the claim preferred with the Customs 
Department for the refund of 
Hs. 10~96,624 which represented the 
excess sum already paid on that account. 

88-P. Do. . A review of the working of thc undermen- The reviews have been submitted to the 
tioned State Trading Schemes showing Committee. 
their latest financial position should be 
prepared and placed before the Commit- 
tee along with the accounts for the year 
1949-50 after getting it verified by the 
Accounts :- 

(0 'Consumer Goods imported on 
Government account' : 

(ii) 'Purchase of Paper'. 

74-P. Natural Resources A memorandum setting forth the latest A Memorandum has been submitted. 
and Scientific Re- details of the scheme relating to the pur- 
search. chase of machinery for Mica Miners, 

particularly with regard to  its financial 
aspect, should be submitted to  the 
Committee. 

74-p. Do. . . The net financial results of the working of the Scheme named All India Reserve 
Pool of Electrical Generating Plant, 
after its accounts had been finalised, 
8hodd be furnished to the Committee. 



38 1947-48 (post-parti- 75-P. Comptroller and The Committee was promised to he fur- The inspection reports of the O f k 3  
tlon). Auditor-General. ni4ed hv thc C. 9r A. G. in due course have been forwarded t o  the depart- 

report of an examination conducted by 
one of his Officers on the accounts of 
such projects as Rhakra-Nangal, Hira- 
kud, Sindri and D.V.C. 

26 (iii) Works, Housing and The oEcers c,f the Central Public Works 
supply. Department responsible for losses refer- 

red to in paras. 24 (d) and 24 (e) of the 
Audit Report (Civil), 1950, have been 
dealt with leniently. The persons who 
have been responsible for the delay in 
dealing with thivcase, apart from those 
who are responsible for the loss, should 
be suitably dealt with under the disci- 
plinary rules and a report submitted t o  
the Committee. 

. 26 (vii) Works, Housing and While drawing up contracts, the officers 
supply responsible for this work should exercise 

due prudence to safeguard the interests 
All other Ministries. of Government. 

. 57 Works, Housing and T h e  whole transaction relating to the dis- 
supply. p o d  of brass rods, bars, etc., referred 

to  in ara. 24 (i) of the Audit Report 
shoulf  be properly investigated and 
responsibility fixed in the matter as the 
deal did not appear to  be free from sus- 
plclon. A report showing the action 
taken in the matter should be submitted 
t o  the Committee. 

. 58 Production . . Government should consider the question 
of capitalising the amount of losses 

mental authorities concerned for their 
comments and explanations. Matters 
which deserve special mention in the 
Audit Reports will be included in the 
relevant reports after the consideration 
of the replies. 

A memorandum has been submitted to  the 
Committee. 

m 
The Ministries of Railways, Communi- 

cations, W.H. & S. and the D. G., 
P. & T. have noted the recomrnenda- 
tlons. The  Ministry of W. H. & S. 
have issued necessary instructions t o  
the authorities concerned. 

A note has been submitted to  the Com- 
mittee. 

As far as Rajasthan and Kharaghoda 
Government Salt Factories are con- 



Para ph Ministry or 
Scrip1 Year of of tE Department Recommendations or suggestions Action taken or proposed to be taken 
No. Report Report concerned 

curred due to the lack of covered accom-ni cerned the losses found on clearann 
modation for the storage of salt by pro- form a very small percentage of the 
viding necessary shelter for the purpose. total production of salt. The cost of 

construction and maintenance of 
storage accommodation will be con- 
siderable compared to the loss in- 
curred. The loss can be minimised 
by making the heaps compact and 
this is being done. It will appear to  
be uneconomic to  provide any covered 
shelter at these places. 

oa 
2. At the Mandi Salt Mines, where rain Q) 

fall is heavy, salt is already being 
stored in covered Godowns. The 
existing accommodation is just suffi- 
cjent for the present level of produc- 
tlon. With increase in production the 
question of increasing the storage 
accommodation will be considered. 

3. This question is already under the 
examination of a Departmental Com- 
mittee and their findings are awaited 
before a final decision is taken. 

43 1948-49 (1) . . sg Works, Housing and The state of affairs prevailing in the The Re-organisation Committee is cxa- 
supply. Central Public Works Department mining ways and means to  re-organise the 

should be improved as it was considered C.P.W.D. The Chief Engineer is being 
to be most unsatisfactory. instructed to observe the coda1 require- 

ments of periodical inspections and also 
t o  submit periodical reports to Govern- 
ment. 



120 Do. 

47 1948-49 (1) . . 127 Do. 

With reference to the comments contained A memorandum explaining the pon- 
in para. 24 (e) ofthe Audit Report, Civil, tion in detail has been submitted to the 
1950 the Committee desired that pend- Committee. 
ing completion of the investigation 
being made by the Police, the ground 
balance of the stores should be reconciled 
with the balance of the stores shown in 
the registers. In case there was a 
continued discrepancy between the 
stock accounts and the actual stocks, 
that should be gone into and put right 
without delay. A report stating the 
action taken in the matter should be 
submitted in due course. 

. With reference to para. 24 (f) of the Audit A note has been submitted to the Com- 
Report. Civil. 1950. a comprehensive mittee. 
note giving a review of the latest posi- 
tion of the surplus stores. together with 
a comparative chart showing the 
strength of the Disposals Organisation 
on the 28th February, 1951 and that of 
the nucleus staff existing on the 29th 
February, 1952 should be submitted. 

With reference to para. 24 (1) of the Audit A note has been submitted to the Com- 
Report, 1950, a copy of the rules regu- mittee. 
lat~ng the scale of disposal stores that 
obtained during the vear 1946 and as 
they stood now should be furnished. 
The decision given by the Union Public 
Service Commission in this case should 
also be reported to the Committee. 

. With reference to para. 24 (s) of the Audit T h e  afficer involved in this case opted 
Report, 1950, a report stating the dis- for Pakistan at  the time of Partition. 
ciplinary action taken against the officer No disciplinary action could, there- 
concerned should be submitted. fore, be taken against him. 

. I'be 'q i  estirn regarding the early s ~ b -  A note has been submitted to  the Com- 
mission of thc Sale Accounts to the Audit mittee. 
Office, referred to in para. 32 of the Audit 



- - - -- -- - - -- -. - - -- - -- - -- __ 
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Paragraph Ministry or 
Serial Year of ot the Drparrment Recon mendatinns o r  suggestic ns Action takcn or proposed to be taken 
No. Report Kepnrt concerned 

Report, 1950, should be dealt with at 
a high level between the A. G. F. R.& S. 
and the Director-General, Disposals 
and a su.itahle procedure should be 
evolved in consultation with the 
Ministry of Finance. 

49 1948-49 (1) . . 129 Production 

51 1947-48 (pre-parti- 
tion). 

The Ministry should consider the desira- 
hility of contributing the balances lying 
in the Coal Production Fund to the 
Coal Mines Stowing Board. The 
amount of balance in the Fund should 
also be reported to the Committee. 

53-P. Works, Housing and 'I'he Committee desired that a report A note has been submitted 
Supply. should be submitted to them in regard m~ttec. 

to action taken in the case mentioned in 
para. 16 of the Civil Audit Report, 
1948- 

to the Com- 

I IA-P. Do. . Thc Committee desired that a report of Disciplinary action has since been taken 
the final action taken in the cases men- against the officer concerned. His 
tioned in paras. I and 2 of the Civil increment for a period of two years 
Audit Report. 1949 should be submitted has been stopped with cumuIative 
to them. effect. 

88-P. Production . . A statcmrnt showing the amount of the 
net deficit after final settlement of the 
outstanding issues in regard to the re- 



covcry from Mcssrs. Sir Lindsay Parkin- 
son & Co. Ltd., in connection with the r 
scheme for the production and supply of 
Coal, should be submitted to the Com- 
mittee in due course. 

53 1947-48 (poqt-parti- 93-P. Works, Housing and With reference to the case mentioned in Disciplinary action has since been taken 
tion). Supply. para. 21 ( i )  (2) of the Audit Report, 1949, against the Officer concerned His 

the Committee desired to know of the increment for a period of two years 
action taken against the defaulting officer. has been stopped with cumuhtive 

effect. 

54 1948-49 (1) . External Affairs . The High Commissioner for India should 
be instructed that advances to officials 
should be made in the manner pres- 
cribed under the rules and with the 
sanction of the competent authority. 
Instances of the nature mentioned in 
para. 25  ( G )  of the Audit Report regard- 
ing the purchase of a motor car by the 
High Commissioner lor India in the 
U.K. from a senior official returning 
from U.S.A. without having obtained 
prior sanction of the Government of 
India should be avoided. 

, Early steps should be taken to prescribe a 
propcr procedure whereby adequate ad- 
ministrative and financial control is en- 
sured in the Office of the High Com- 
missioner for India in the U.K. The 
case mentioned in para. 25 ( c )  of the 
Audit Report refaring to the loss of 
Gandhi Memorial stamps amounting to 
E 106-8-5 bears an adequate testimony 
to the fact that there had been laxity in 
the administration of the High Com- 
missioner's Oflice. A note stating the 
results of the investigation made by the 
I).G.P.&T. in the matter and action 
taken. if any, against the officials con- 
cerned should be submitted to the Com- 
mittee. 

. . . - - . -- . 

5s 3948-49 (1) . . 26 (v) DO. 



Paragraph Ministry or 
Serial Year of of the Department Recommendations or suggestions Action taken or proposed to be taken 
No. Report Report concerned 

56 1948-49 (1) - . 5z External Affairs . Steps should be taken to effect from the The Ministries of Communications and 
Pakistan Government the recovery of the External Affairs have submitted notes 
amounts due from her without waiting regarding recovery of Pakistan's share 
for the final debt settlement. I t  is illo- of combined contribution to the 
gical that the Pakistan Government International Civil Aviation Organisa- 
should postpone payment of her share of tion and the U.N.O. respectively. 
combined contribution to the U.N. 
International Organizationsviz., F.A.O. 
and I.C.A.O. paid by the Government 
of India during the years 1947-48 (post- 
partition) and 1948-49 on the pretext 
that a settlement of the financial question 
relating to the period before partition 
has not yet been reached. 

Do. . . As the expenditure incurred on the run- A memorandum has been submitted to the 
ning of the organisation for effecting re- Committee. 
coveries of advances paid to the evacuees 
from Burma, Malaya etc. was proving 
inftuctuous in view of the remoteness 
nf the chances of recovery, Govern- 
ment should consider the expediency 
of writing off the outstanding amount 
after zscertaining from the States 
and winding up the organisation dealing 
with this work. A report showing the 
action taken in the matter snould be 
submitted. 



60 1948-49 (I) . . 2 2  and 
26(ii) 

Do. . The matter relating to the purchase of 
whisky by the High Commissioner for 
India in the U.K. should be examined 
further by the Ministry of External 
Affairs in consultation with an officer 
nominated by the Comptroller and Audi- 
tor-General and the result of their 
finding< reported to the Public Accounts 
Committee in due course. 

Do. . . Attention of the High Commissioner for 
India in London should be drawn to the 
patent example of bad budgeting dis- 
closed in Grant No. 41-Subhead M.3 
[page I 33 of the Appropriation Acco- 
ounts for 1947-48 (Post-partition) 1. 

Do. . . Audit objections should not be disregar- 
ded by the High Commissioner for 
India in the U.K. and instructions 
should be issued to him to deal with 
them expeditiously. A note stating 
the action proposed to be taken by the 
Ministry to ensure that the audit objec- 
tions were promptly replied to by the 
High Commissioner and the defects 
noticed as a result of such objections 
removed forthwith should be furnished 
to the Committee. 

948-49 (1) - . 182 External Affairs . The possibility of transferring the work ---- connected with the Scheme 'Contribu- 
Rehabilitation. tion to I'rovincus etc., in respect of ex- 

penditure on orphans' to the Central 
Ministry of Rehabilitation should be 
considered instead of maintaining a sepa- 
rate establishment for this purpose in 
the Ministry of External Affairs. 



Serial Year of Paragraph Mini\trv rlr 
No. K r p ~ r t  of the Ikpartment Kccommcndatims or sugscstions Action takcn or propcmd to be takcn 

Report ccmccrncd 

30 FIcalth . . Proper vigilance s h ~ ~ l d  he cscrcised hy 
the supervising authorities in Govern- 

All othcr Ministric.;. ment Factories and actual labour costs 
ascertained hefore hilling for repairs. 
Instances of rhc nature where the Mini- 

/ zt ry of Health acted in a ' lackadaisical' 
manner in having madc recoveries for 
rcpairs of  instruments carried out by 
rhc Factory attachcd to the Medical 
Storcs Depot at lower rates than thc 
actual ccrrt of labvur resulting in a loss 
of Rs. I .  15 lakhs should be avoided. 

T h e  Ministry of Railways have stated as 
below :- 

"Relevant provision exists in the 
Engineering and Mechanical Codes of 
the State Railways for the levy of all 
elements of cost of work done for 
othcr dcpartments and private bodies". 

The  Ministry of W. H. & S. have stated 
as bclon:- 

"The recommendations of the  Com- 
mittee are being brought t o  the -J 
notice of the C. E., P. W. D. for 
guidance in the case of C.P.W.D. 
\Vorkshops". 

The Ministry of Communications and 
thc D.G., P. & T. have noted. 

104 Health . . . A note on the financial aspect of the work- A note has k e n ,  submitted to the 
ing of the hiedical Stores Depot. Kar- Commirtee. 
nal. should hc submitted at the time 
of the examination of the Accounts for 
1949-50. 

26 (ci)  Transport . . \Xith rcfcrcncc to thc case mentioned in The  instructions have been noted by the 
Para. 27 of the Audit Report. it is con- Ministries of Railways, Communications, 

All other Ministries. sidered unsatisfactor>- that an officerwho Works, Housing and Supply and the 
is in-charge of cash and accounts in an I). G. ,  P. 8i T. 
tlffice should plead as an excuse that he 
ccwld not attend rc, this work properly 
as he had some other duties to perform. 
The  Ministries should takeza very serious 



1-icw nf quch defalcatioti~ and irre- 
gularitics and bring thc off-ndcr to book 
withnut alknving him to takc shelter 
undcr tcchnicalitics. 

6( 1948-49 (I! . . 54 Trnnsport . . T h c  Govcrnmcnr of India shcwld obtain 
early payrncnt of the amount which the 
(;ovcrnmcnt of the U.K. had already 
agreed tv pay in rcspccr of Indian re- 
gistered ships requisitioned hv them 
during thc last war. This %hould be 
done wit how prejudicing the question 
of thc final scttlcrnent which should be 
cxpeditcd. A rcport showing the ac- 
tion taken in the matter and embody- 
ing the various stages of the financial 
settlement should he furnished to the 
Committee at an carly date. 

. (i) Governrncnt should consider thc qucs- 
tion of separating the Accounts undcr 
thc head 'Ports and Pilotage' in such a 
m . m e r  that the commercial side is ex- 
11.1 .rzd separately from the purely ad- 
ministrative side. It should also con- 
sider the desirability of so regulating thc 
pilotage charges. shipping chargcs, etc.. 
!hat I he dcficir undcr rhis hcad is wipcd 
off  and the 'Ports and Pih>tagc' Dc- 
partmcnt made .;elf-supptwting. 

cii) The  Minixtrs should cxamine the 
c;?~rstion of reducing the charges undcr 
t!i . hcad ' I'ort.; and I'ik~rsgc' r'specially 
I I h Iloogltly. .rhc Comniittce 
~ h w l d  he 3pprizi.d of thc r c ~ u l t  t,f the 
cs:~minaricw mndc I,!- I he hlinistry 
011 tliiq pnint. 

6 7  ,948-q9 (1) . . 3 3  I;IM,J and Agriculturc t i )  T h e  Minktry of 1:c~rd and Agriculrure The  Ministry of Forks ,  Housing and  
189 -- should immediately in\.estipre in con- Supply have stated as helow:- 

Wrqks. tlousing and sultation \\.it11 11ic Ministry of \Y'.l'.& S. "The P.A.C. have asked the Ministry 
Supply. the caw relating to the loss incurrcd on of F. & A. to furnish their remarks 

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





( v )  The Ministry of Food and ~ ~ r i c u l t u i e  
should investigate the matter further in 
consultation with the Ministry of W.P. 
and S. and find out if the fault rested 
entircb with the Purchasing Mission in 
London. 

Food and Agriculture ( v i )  If in any case. it becomes necessary The Ministry of Railways have issued 
to change specifications after orden have necessary instructions to  the Railway 

A11 other hlinirtrics. been placed. the financial effect of such Administrations. 
changes should be taken into account be- The Ministry of W.H. & S. have noted 
fore a decision is arrived at. and issued necessary instructions. 

The Ministry of Communications and 
D.G., P. & T. have noted. 

(viil The various Ministries should not The Ministry of Railways have stated as 
function compartmentally and there below: - 
should he a close coordination between " By taking over speaalised store pro- 
the indenting and purchasing Ministries. curements under the Railway B d ,  

the problem of effective co-ordina- 
tion between the indcntor and pur- 
chaser will be solved. As regards 2 
'common' use stores', the necessity of 
such co-ordination will be kept 
in view. when the new S t o m  Organisa- 
tion comes into being". 

68 194P-49 (1) . . 73 Food and Agriculture An experienced Officer from the Ministry 
of Food and Agriculture and another 
Officer from the Accountant-General's 
Office should in consultation with each 
other settle the question of clearance of 
outstanding recoveries on account of 
imported foodgrains supplied to the 
Stntcs. 

Do. . . ( i )  A note *buld he furnished showing (i) & (ii) .  A note has been submitted to the 
the percen e of loss on imported fwd- Committee. 
grains fro the place of origin to the 
destination and also showing whether 
(hvernment had made any claims 



Serial Year of Paragraph hiinistry or  
No. Kcport cd the Department Kccommendaticms or suggestions Action taken or  proposed to be taken 

Kcport concerned 

against thc Railways concerned and the 
Insurance C>wnpanies for such losses 
and, if so. with what result. 

(iij A statement showing the tc~tal amoun; 
of loans given to the State (iovcrnments 
on account of (i.M.1;. Schcmcs. the 
amounl rect)vercd and the halance out- 
standing on 31-3-52 may hc furnishcd 
to the (:onimittrc. 

70 ~?q--qR (Port-prrti- 79-P F w d  and Agriculture T h e  decision arrived at in rcgard to thc A note has been submitted to the 4 
Ilon'. rcclamat~on of 'I'crai arcas as a rcsult of Committee. ab 
194s-49 i 1'. 76 the meeting with the rtprescntativcs of 

the State <;(r\rrnrnent mav he inti- 
mated. 

- 1  194.5-49 ( I !  . . 34 130. . . In the case of thc purchase of milk-powder 
from the Li .K .  involving a loss of about 
KF. 2 1  lakhs to the 1.schcquer. (iovcrn- 
mcnt should h a x  ohtaincd a samplc of 
the suhstitutc variety and actually tried 
it hcforr placing huge orders ftv a diff- 
erent varirty thc utility of uhich they 
were not sure of. AF the supplies 
were ordercd on hchalf of the (hve rn -  
ment (4 Homhay their prior approval 
should have hccn obtained hcforc agree- 
ing to thc supply of a variety other than 
the (me originally asked for. With re- 
gard to similar transactions in futurc. 
care should be taken that the mistakq 
is not repeated. 



Do. . . A small L~mrnittcc of  crpcrts should he A note has beensubmitted tothe Committee. 
appointed to r~verhaul thc existing pro- 
ccdurr and ro suggest improvements in 
regard to shipping, clearing and ctoragc 
c*f importd fcr~dprains. .4 note outlin- 
ing the action takcn in the matter should 
bc submitted. 

:3 1948-49 ;I' . . 4?  6. -4 Ftnd and Agricult~~rc Thc Central (itivcrnmcnt should nut take 
J i rca rcsponsihility in rnattcrs c?f agri- 

Financc. cultural dcwlopment which had better 
be left to the charge uf the State Gov- 
crnments concerned. This question 
should also be considered by the Financc 
(i~mniission. 

44 Food and Agriculture A special audit t)f the Sugar (Tcrnporary The C. Pr A. G. has noted. -- - - - - - Iscisc; Fund sh~ruld be conducted by 
C.  & A.G. rhc Acaruntant (;encral who should also 

study the qucsrion of costing, calculation 
(-1- profits and uthcr wgnate matter3 
and his comments, ifany, towards effect- 
ing inipr~rvcmcnts in the administration 
of ihc l'und included in the Audit Re- 
port. 

4 Home Affairs 11 w d d  c~~ns t i tu t im~~l ly  he a proper 'The Salaries and All(wances Bill, 1952 has 
ctwrsc if' malten Ilkc the cllarterin of already been passed by the House of !he 
plancs by Ministries and other ngcials I'coplc. The  Bill ~nakcs rovlston 
<,1 rhc (;o\.crr~mcnr 111 India. which Gnv- inrrr o h  for matters like ~ n v e t i n ~  All- 
crnmenr arc ncrt conqxtent to regulate wancc to the Ministers. 
undrr lisrcurivc Ordcrs, arc regulated 
by legislation. <;cwernmcnt should in- 
rrodmc i1cccss;ary legislation in the mat- 
rcr as rarly as pt~ssitrle. 

Do.- . . I':I! mcnr of fkcs clr honoraria to the Judges A mcmorandutn has been submitted to the 
(11 the Suprcmc Court t)r High Giurt or Committee. 
any other Court or t o  other officers who 
arc indcpendrnt of the t;xecutivc 



Serial Y e u  of Para ph Ministry c~r 
No. Report of tc Ikpartmcnt Recommendations or suggestions 

Report concerned 
Action taken or proposed to be taken 

Government, viz., Members of the Union 
Public Service Cmmmission, Chief Elec- 
tion Commissioner etc.. is likely to un- 
dermine the independence of such au- 
thorities which is so essential for the 
proper discharge of the high duties en- 
trusted to them under the Constitution. 
Any attempt to repeat the instance bro- 
ught out in the Audit Report, 1950 
should he deprecated. 

In order to tighrcn control over the Secret The Ministry of Hom- Affiirs have wn- 
Service Expenditure, the Minister of sidered the proposal of the Public 
Home Affairs should countersign the cer- Accounts Committee very carefully and 
tificates certifying the expenditure in- it has been decided that the proposal 
curred after satisfying himself that the cannot be accepted. 
check conducted by the Home Secretary 
has been properly and adequately carried 
out. 

78 1948-49 (I)) . . 48 & 88 Do. . ( I )  The process of simplifying the existing 
procedure regulating disciplinary action 
against Government servants under the 
Classification, Control and Appeal Rules 
should bc expedited so that such cases 
are dealt with expeditiously and a pfo- 
pcr standard of efficiency, honesty, in- 
tegrity of character and impartial out- 
look is maintained by the Services. 

(ii) A Memorandum containing a resume 
of the evidence tendered before them by 
the Home Secretary on the 10th July, 
195 I touching on the constitutional, 



administrative and other aspects of the 
propnscd revision of the Classification. 
Control and Appeal Rules should be 
submitted. 

!ii:J As snnn as the Repon of the Special 
G~mmittee appointed hv the Ministrvof 
llnmc Affain to consider the simplifica- 
tion of the prcxcdure relating to the dis- 
ciplinary action being taken against Gov- 
ernment servants is ready, a Memoran- 
dum suggesting measure3 for rcmedving 
rhc situation should he submitted. 

96 Inlnrmatinn and The desirability of debiting all expmditure 
Brcladcasting. incurred on the ~uhlication of books, 

81' 1948-49 (I) . 49 

Do. 

Do. 

110. 

- -- 

ternal publicity t hrougkthe medium of 
All India Radit) t o  the estimates of the 
Ministry of lixternal Affairs should he 
cxplnrcd. 

pmphlets. journals, ctc. for foreign 
publicity to the Ministry of External 
Affain through hook transfer should 
hc considcrcd. 

. The avenue for drbitine the cost of ex- 

. .. 

In order to  make gcwd the loss at present 
sustained in thc publication of the All 
India KaJir\ Journals, a nominal increase 
should hc made in the Radio Liccncr 
Fee and in lieu thereof a copv of the 
Journal (published in one of the Regional 
1-anpuagcs) supplied cmris to the licen- 
sees. 

'I'hc accounts of the All India Radio should 
he cnmmercialised. Further, with a 
view to minimise continued losses in 
the working of this organisation, a vigo- 
rous economy campaign should be la- 
unched w that d l  superfluous cxpen- 
diture in any shape or form is eliminat- 
ed. 

-- ---- 





86 r94R-49 (1) . . zh Education 
~ -- - 
Finance. 

;swsrnment should carefully consider 
the expediency of the audit of Grants-~n- 
aid paid by the Centre to the Central 
Universities being conducted through 
the agency of the Comptroller and Au- 
ditor-General of India and the sugges- 
tion for the presentation r>f such Audit 
Reports to Parliament. They should 
also clearly define thc powers and res- 
ponsibilities of the Comptnlller and 
Auditor-General in so far as the audit 
c~f the finances c~f the Universities was 
concerned without impinging upon 
the autr>nomous character of the Cni- 
versities as conferred upon them under 
the various statutes. 

17; G~mmunicatiuns . A statement showing the actual number The required statement is being finalised 
of t~casions when each Ministry char- and will be submitted to  the Com- a, 
tered planes during the past t\vo years mittee shortly. -4 
ending 31-3-52 as also the charges 
involved in each case should he suh- 
mitred. 

. 178  <:ommunicationr . All possibie resources to effect recovery of The Ministry of Communkations ham 
- -. - - - --. - the sum of Rs. 1.15,oSo due from the stated as below:- 
txternal Affairs. Nationalist Chinese ( K M T )  Govern- "The Ministry of External Affairs 

mcnt should he tapped. have taken up the matter with 
rhe Chinese Embassy in New 
Delhi". 

I 79 Chnmunications The appointment of an intcrnal Accounts The matter is under consideration. 
Oflicer who understood the husiness 
ctmtrol methods should he considere J in 
order to ensure better acmuntlng 
arrangements of the Overseas Com- 
niunicat itms Service Organisat ions. 



Serial Year of 
No. Report 

Para- Ministry or 

3:e Depart mcnt Recommendations or suggestions 
concerned 

Report 

3 4 5 

. 61 Communications . (i) Government should examine whether 
it would be more advantageous for the 
Air India International to make its own 
arrangements for hooking. 

(ii) Government should evolve some com- 
mercial principles for regulating the 
grant of subsidy to Air Line Compani- 
es. 

Action taken or proposed to be taken 

6 
- - -- -- - - 

(4 I t  would be more advantageous for 
the Company to make its own arran- 
gements for booking. But under 
the agreement dated 5th February, 
1948 between Government and Air 
India and Tata Sons, Air India have 
been appointed the Chief Booking 
A p t s  in India of Air India Inter- 
nat~onal for a period of 10 years from 
the date of incorporation of the latter, 
viz., 8th March, 1948; it is therefore not 
possible for Air India International 
to  make other arrangements for book- 
ing during this period. 

(ii) A new scheme of subsidy has been 
introduced with effect from the 1st 
January, 1952 under which operators 
of scheduled services who incur 
losses in spite of efficient and econo- 
mical operation of the services receive 
subsidy from Government. In addi- 
tion, with a view to encourage the 
airlines to bring down their costs and 
become self-supporting, a special 
payment is made to those operators 
who succeed in bringing down their 
costs below the standard costs worked 
out by the Air Transport Inquiry 
Committee. 

( A  nute setting forth the details of the 
new subsidy scheme has been srpmately 
~qbmitted to the Committee.) 



Conlniuniationi . Government should issue instructions t o  
-- all the Ministries and their attachedl 

All other Ministries. subordinate Offices that every Inspect- 
ing Officer should keep a continuous 
watch that fire precautions are being 
ohservcd properly and adequate action 
is taken in cases in which it is found that 
the inspect ion has not been properly 
carried out. 

Comptroller and Au- The Cnmptroller and Auditor-C~neral 
ditor-Gmeral of should wbmit a report to the Committee 
India. in rcgard to the ussticm of submission 

to Parliament o? the Audit Reports 
d a t i n g  to the v3rious Port Trusts in 
order to enable it to hare an npportu- 
nity to appnise their financial position. 

Polrts and Telegraphs Greater importance should be attached to 
Department. the correctness of budgsting in the Posts 

-A a - and 'I'c.lcgraphs Department \vliich is a 
Ministry of Finance commercial 1)cparrmcnt. I t  is impera- 
(Communications). tive that measures should be devised in 

consultation with the Ministry of Fin- 
ancc (Communications) whereby the 
Posts and Telcgrnphs Deportment is 
constantly in touch with the figures of 
progressive cxpenditurc so that no 
expenditure in excess of the sum voted 
in  incurred. 

The  setting up of a Committee to  
Do. . determine the average life of 

the assets of the Posts and Telegraphs - Department fur evolving a scientific 
and rational basis for contribution t o  
the Renewals Reserve Fund i n  accor- 

The  Ministry of Communications stud 
the D. G., P. 8r T. have noted. 

The  hiinistry of Railways have stated as 
be1o\c.: - 

" Necessal?~ instructions have been 
issued t o  the Railways stress- 
ing the importance of keeping 
a watch on the proper and 
efficient maintenance of fire 
precaution arrangements". 

The  question of taking up the matter 
with the Government is under the 
consideration of the Comptroller and 

Auditor-General. 

00 
A Memorandum has been submitted to 

the Committee. 
\ 

A Committee with an Officer of the Tc- 
lcgraph Engineering Servicc as Chair- 
man and a n  Officer of the I. A. & A. S. 
as Members has been set up with effect 
from- December, 1951. Their  Report 
i~ awaited. A Memorandum rrgtudmg 



Ser ia Year of Paragraph Ministry or 
No. Report of thc Department Recommendations or suggestions Action taken or proposed t o  be taken 

Report concerned 

dance with the accepted commercial the recommendations of this Commit- 
practice should be expedited. tee together with the decisions of the 

Government reached thereon will be 
submitted t o  the Public Accounts 
Committee i n  due course. 

66 . Postsand Telegraphs An early ~lecision should be taken in re- T h e  Hollerith System of mechanised 
Department. gard tn the introduction of the mecha- Accounting has already been intro- 

nisation of Stores Accounting in the duced in the Office of the Chief Accounts 
Posts and Tclcgranhs Department and Officer, Stores and Workshops, Calcutta. 
the Committee informed of it. I t  has been working satisfactorily for 

over two years now, and the questlon 
of retaining the same on a permanent 
basis is under consideration. 

96 Do. . 67 . Post7 and Tclqgraphc The  principle t,f diwrimination in the The  case is being examined in the light of 
Department,. grant of concessicm for the free supply the recommendations of the Committee 

r,f meals and tca to  a section of the staff and a Memorandum will be submitted 
Communications. of the Calcutta Telephone District is to the Committee in  duecourse. 

unjrrqt and should be discontinued. 
T h e  decision arrivedat in the matter 
should be reported to  the Commit- 
tee. 

97 Do. . 68 . Do. . . A summary of the rcport of the Dcpart- A Memorandum has been submitted to 
mental Committee appointed by Gov- the Committee. 
ernment to inveatiqate into the causes 
of the fire in the Calcutta Telephone 
Exchange together with a statement 
showing the act ion taken hy Govern- 
ment against the officials found negli- 
gent in their duties should be submitted 
t o  the Committee. 



nilt as a (;t~vcrnmcnt Ikpnrtment and consideraticm. After the valuation of 
that a balance sheer in respect thereof Pakistan policies is completed and t h e  
duly ~~nmters igned  hy the Audit Officer Fund is divided, the balance sheet will 
cs~ncerncd appended to the Commer- be appended to the Commercial Append& 
cia1 Appendix to the .lppr,)priation and statements showing (i) the business 
Accounts. of thc I't~st Office Insurance Fund [it> 

thc policies issued, discharged, lapsed 
and surrendered and (iir] receipts and 
payments during each year will be in- 
corporated in the Commercial Appendix 
beginning with the year 1951-52. 

98 Do. . 9 . posts and Telegraphc The P t ~ ~ : a t  Life Insurance Organisation The question of qunning P. L. I. organ- 
Lk~lartment . ~htwlcl he run on c~~rnmercial lines and zation on commericial lines is under 

.49(I) . . 70 . Posts and Telegraphs The grave shortage of postal forms in the The matter is under consideration in the 
Department. I'ost Offices shr~uld be remedied irn- Ministry of W'. H. & S. and Directorate - rndiatcly. The I'r~\t.; and 'I'clcgraphs General. P. Br T. 

C.  mm,.mications. 1)cpartrncnt sh,,uld either bc provided 
with a separate I'rcss which sht~ulcl 

W1)rks. Ifoming ~olc ly  catcr to th~.ir ncc~i.:.t$r t h c c ~ ~ n t r o l  
and Supply. over t hc cui\ting I ' r t~s  \vhich under- 

take\ rl~cir printing \ v r d ,  should he 
vcstcd entirely in that Lkpartment. 
As an altcrnat ivc to this arrangement. 
the l'o\ts and 'I'elcgraphs Ikpartmcnt 
sltould he pcrn~ittcd fo makc ncccssar) 
arr:ingcrncnts ivith private prcsscs f , ~ r  
the printing t ~ f  thcir hvms. (;i~vcrnment 
should rake carly rcrncdi:~l rncasurcs 
to resolve the ditlicultir..; erpcrisnced 
hv thc 1'~)st.; mtd 'I'elcgraphs Depart- 
mcnt and this n1;tttc.r put on a saris- 
fitct<)ry ha*is i l l  the in~mcdi:~te future 
and apprise thc Con~nlittcc of heac t ion  
taken in thc mattcr. 

Do. . . . 141 I~ostsand T e l e ~ m p h s  A notc sctting forth the final decision rea- A ncltc has bccn suhmitted to the Corn- 
Department. chcd in thc casc referred t o  in Para. 23 mlttce. 

of the Audit Kcport (1'. & l'.), 1950 
shuuld be submitted. 



Serial Year of Ministry or 
No. Report of the ~ e p n r t m e n t  Recommcndativns or suggestions Action taken or proposed to be taken 

Report concerned 
6 I a 3 4 5 

101 1948-49 (I )  . . 142 Posts and Telegra- ( i )  T h e  matter rcfcrred to in Para. 27(b) A memorandum has been submitted to  
phs Deptt. of the Audit Report (P. & '1'.), 1950 the Committee. 

should be invsstigatcd by the Depart- 
ment and the result reported t o  the 
Committee. 

to2 1945-46 . . 78-P . Do. 

(is3 With reference to the comments con- Suitable instructions have been issued 
tained in Para..z~(c) (111) of the Audit in  the matter. 
Report, 1950, rt is suggested that In 
order to  enforce propcr maintenance 
of  the ~ p e c i m m  signature books of Sa- 
vings Rank depositors and Accounts 
of undelivercd pass books, adequate 
disciplinary action should be taken 
against defaulters in  this regard. 

. The whole question relating to the proce- A Memorandum has been submitted to  
dure for the purchase and issue of the Committee. 
stores should be gonc into by the Posts 
and Telegraphs Department in con- 
sultation with the Accountant Gcneral, 
Posts and Telegraphs and a detailed 
report submitted t o  the Committee 
dealing among other things with the 
remedial action taken by Government. 

103 1945-49(1) . . 72 All Ministries . The  Sccrctarics to thc Ministries or Noted by the Ministries etc. Heads of  Departments should inva- 
riably appear hcfore thc Public Ac- 
counts Committee at the time of the 
examination of the Accounts relating 
to  their Ministries. They should be 
fully conversant with and properly 
briefed on the various matters con- 
cernlng their Departments. 



104 Do. 29 Do. . To counteract the fraudulent use and 
misappropriation of public money by 
making spurious plterations in cash 
receipts for postage stamps purchased 
for being atfixed on parcels and letters 
going to non-Commonwealth countries 
and cash receipts for pa)m"nt of rail- 
way freight, the system of using the 
R)stal Pranking Xfachines and Railway 
Credit Notes should be introduced in 
all Offices forthwith. 

T h e  Ministry of Railways have stated 
as below :- 

" The volume of correspondence with 
non-Commonwealth countries being 
very insignificant, the use of Franking 
Machines does not appear t o  be called 
for. 

The system of paying railway freight 
through credit notes is already in 
vogue in respect of Government De- 
partments ". 

The Ministry of Communications have , 

stated as below :- 

" I t  is not desirable t o  purchase the 
Postal Franking Machines for use 
in the main Ministry and Railway 
Inspectorate as the monthly ex- 
penditure on private postage is less 
than Rs. lo. Railway Credit Notes 
are already in vogue in the Ministry 
in its attached and subordinate 
Units. In regard to the introduction 
of Postal Franking Machines in their 
attached and subordinate offices of this 
Ministry, the qfoposal is being sepa- 
rately examined . 

The D. G.. P. & T. havestated as below :- 

" Railway Credit Notes are already 
being used in this Department on 
the Telegraph side. The  question 
of extending their use on the Postal 
side is under consideration ". 

The Ministry of W. H. & S. have stated 
as belaw :- 

" The  Railway Credir Notes are already 
in use. The question -of introducing 



Serial Year of Paragraph Ministry or 
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- 
the system of using the Postal 
Franking Machines for letters going 
to non-Commonwealth countnes 
is under consideration". 

105 1948-&(I) . 3' All Ministries . In the working of the cc~mmcrci:il undcr- The Ministry of Railways have stated as 
takings such as the Ccntral Tractor Or- below :- 
gahisation, all factors that rcnd to raise "Rele vant provision exists in the En- 
the working cost, e.~.,incrcase in thc pay g ineer i~g  and Mechanical Codes of 
and allo\vancc of the stafl, deprccia- the State Railways for the levy 
tion chargcs etc., shcwld invariably he of all elements of cost of work $ 
kept in view while enforcing rectrv- done for other departments and 
eries from priratc bodics. State Go- private bodies". 
vernrnents etc. on account of work 
done or services rendcrcd. Noted by other Ministries, etc. 

Any tendency on the part of the Minis- Noted by the Ministries, etc. 
tries to hring forward general pleas in  
dealing with defaulting officials that 
the Officers conccrncd have hccn over- 
worked ; that there was no dcliherate 
intention of misleading : that there was 
notime t o  check : that thc rulcs did 
not provide f<>r s u p c r v i ~ i ~ ~ n  and so nn ; 
in  justilication of' irrcgula~irics should 
be curbed. All irregularities on the 
part of defaulting officials should be 
dealt with prompr)). and on  the spot as 
procrastinaticln a l w q s  helps the d e n -  
der t o  escape punishment. 



f07 fg48-49(11)*' . X l%fcnce Spending Departments should avoid in- 
flating their estimates. All antici- 

Finance (Defence). pated savings should be surrendered 
as soon as they become known without 
waiting till the cnd of the year. 
Departments should appraise properly 
thrir commitments and liabilities when 
i f  becumcr: apyarcct tl at thc nctualcs- 
penditure is likely to fall short <I! the 
pro\.isit)ns already madein theestimatcs. 
The  general rccommcndations made in 
Chapter 111 o f  the Comrnirtcc's Report 
relating to thc Civil Accounts should 
also bc fd1owi.d by the Ministry of 
Defence. 

Do. 

109 1g48-49(11)** 4 Do. 

While issuing inqtr.ucti<tns rigardinp allo- 
cation vf V. 01-ks I<spcnditu~c t \ ~  'Ahin- 
tcnancc ' or 'Capital ' r he hlini\try of 
Defence should make it clear that these 
apply only to tempwary acctm~mcda- 
tion and not tc) the other typcs. X c(lp1. 

the instructions i s s ~ ~ c d  should he fur- 
n i ~ h e d  to the l'ublic Xcci~imts Com- 
mtttee. 

( i )  As rccornmcndcd hy the Cnmmittec 
last ?.car. the initi:~l star&-taking of all 
sf\*rcs shtwld be c~~rnplcred ;IS so11n as 
pnssihlc. and. thcrc:lSt~.r. it should he 
cnrurej. that the ;~cct~iints, accurately 
record the quantities of each catcgory 
01 st4trr.s in stock, which bhould be YC- 
rilicd in rhc prtpccss of stock-taking at 
regular intervals. 

- - - -- - ----- ----- 
** 1948-49 (I I) rienotes the Second Report of the Public Accounts Commit tzc t>n the Accounts of (Defence Services) and (Railways) of 

1948-49. € 
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110 1948-49(11) - - 4 Defence 

(is) Under the existing system, i t  is  easy 
t o  transfer a certain category of stores 
which may be in  cxcess in one depot to  
another depot which is situated war-  
by a t  the time of the stock verification 
of that depot. A fool-proof method 
should be devised in consultation with 
the  ministry of Finance (Defence) to  
evolve an effective check to counteract 
against such indiscriminate inter-depot 
transfer of stores. 

(iii) I t  should be impressed upon the sub- 
ordinate authorities t o  devote their im- 
mediate attention to the proper linking 
of stores transactions. 

. Adequate arrangements should be made 
for the proper storage of bulk of the 
Defence stores at  ptesent lying in the 
open exposed to the inclemencies of 
weather. 

??I 1948--@UI) - - S Works, Housing and Urgent steps should be taken by Govern- T h e  Ministry of Railways have stated 
S~~nntv ment to draw u~sui tablestandardfoms as below :- -- - - r r - z -  of contract pioviding adequate safe- " Standard conditions of contract Defence - _ ._ - - guards to  protect the interests the for carriage underframes and goods 411 Other Public Exchequer and these forms wagons have been prescribed. stan- 

shoulJ invariably be used by the Pur- dard conditions of contract for Civil chasing organisations. Ennineering Works are i n  the draft 
stage and are expected to  be finalised 
8hortfy ". 



The Ministry of W. H. & S. have stated 
as below :- 

*' So far as the D. G., S. & D. are con- 
cerned, standard forms of contracts 
and conditions governing the 
same already exist. The standard 
forms and conditions for all types of 
contracts on the supplies side are 
constantly under review and suit- 
able changes arc introduced in 
them as and when necessary in 
consultation with appropriate au- 
thorities. Adequate safeguards to  
protect the interests of the Public 
Exchequer are already provided in 
the existing standard forms of con- 
tracts, which have been drawn up 
in consultation with the Ministries 
of Finance and Law. 

All contracts are placed by the I. S. 
M.. Washington and I. S. D., L ~ d o n  
in 1 standard forms and no deviations 
are made without the specific concur- 
rence of the Legal and Financial Ad- 
viser of the Purrhasecrganisation. The 
conditions ofcontract forms used by the 
I. S. D. and I. S. M. have been recently 
examined and certain improvements 
have been suggested to I. S. D.. London 
to bring their forms in line with the 
forms used by the I. S. M.. Washington 
with a view to safeguard the interest of 
the Government. 

112 1948-49(11) - . 6 and q j  Defence . . A Rate-book of naval stores should be 
compiled urgently. A note showing 
the progress made in this direction 
should be furdshed to the Cornmit- 
tee. 



Serial Year of Paragraph Ministry or 
No. Report of the Department 

Report conccrncd 

Recommendations or suggestions 

Do. . 

The recovery of overpayments mentioned 
in para. 35 of the Audit Kcport (Defence 
Services), 1950 should, as far as prac- 
ticable, be cffected or  these overpay- 
ments should at  least be taken into 
account in the case of individuals 
who may receive further payments 
under subsequent claims of compensa- 
tion. A suitable procedure should be 
evolved in order to prevent the recur- 
rence nf such losses in future. An 
adequate organigation should he set 
up to vouchsafe thc correct payment 
and accountal of compensation claims 
in such instances. 

\ 
The existing machincry. htrth in the de- 

ptrts and the Acc~unts Ofticcs, should 
bc ovcrhaulcd to see that arrears of rc- 
covcry of hirc charges ot the type rcfer- 
red to in para. 76 of thc Audit report 
(1)cfence Services), 1950 are not allowed 
to accumulate as it hecc~mes difficult 
to fix responsibility in such cases at a 
distant date. 

115 1948-49(11) . 9 Do. . , . Delays in thc sctting up of  court^ of inquiry 
or for instituting proceedings involving 
losses on account of fraud, negligence, 
financial irregularities ctc. should be 
avoided. The  sanctity of observing the 

-. - . .- -- 
Action taken or proposed to be taken 





S e a  Year of Pun- Ministry or Recommendations or suggestions Action taken or proposed to be taken 
No. Report Department r#$ concerned 

Rcpqrt 

they propose to take and the ques- 
tion of taking action dgainst the 
concerned persons will be intimated 
to the Public Accounts Committee 
in due course. 

As regards the suggestion (ii) to 
draw up  model contracts, it may 

be stated that all contracts are 
placed in a standard form and no 
deviations are made from them with- 
out the specific concurrence of the 
legal and financial advisers of the 
Purchase Organisation. The con- 
ditions of contract form used by the 
I. S. D.. London have been examined 
by the Assistant Solicitor recently 
and certain improvements have been. 
suggested to the D. G., I. S. D., 
London to bring their form in line, 
with the fwm used by the I .  S. M., 
Wa~hington with a view to safe- 
guard the interests of Government". 

117 rgq8-4g(II) . 10 Defence -- The tendency on the part of the Ministries The Ministry of W., H. & S. stated as 
works, ~~~~i~~ & concerned ro shift responsiblity from below in the first instance : 

Supply- -- one to the orher should be avoided. Any " The recommendation of the Com- 
External Affairs confusion or fluidity in the sphere of mittee is accepted and the Ministry 

responsibility between the various au- of Defence is being addressed in 
Other-niTnisuies thmities responsible for the placin~ of the matter. The  final decision take? 
convmed.  



indents or execution thereof should be will be intimated to the C h i -  
removed forthwith and the matter mittee in due course." 
placed on a satisfactory fcmting. A de- 
tailed note showing rhe action proposed The sam: Ministry stated later as 
to he taken by Govrrnment in this con- below : 
ncction should be furnishcd to the "So far as D. G.. S. Rr D. are concerned 
Committee. no confusion exists as to the sphere 

of responsibility between the inden- 
tors and Purchase Organisation. 
The D. G., S. & D. are responsible 
for placing contracts, progressing of 
supplies up to the point of delivery 

. and arranging payment to the con- 
tractors through the Accoun- 
tant-General. F. R. & S. to be re- 
covered from the indentor. T h e  
fact that the D. G., S. & D. acts 
only as an agent of t h ~ ,  indentor, is 
known to all concerned . 

118 1948-qHII) . . 10 Works, Ilorlsing & Government shonld re-examine the T h e  Ministry of Works, Housing and 
SUP& methods. and organisation of the D. G., Supply have stated as below:- -4 
External Affairs. I. S. I)., Lmnd~m with a \-ie\v to " The questinn of appointing a defining in clear terrnc his duties and Stare Purchssc Committee to re- 

powers and hi5 rrlationship \vith the view the purchase machinery and 
iiigh Commissivncr and the Ministry procedure (including the purchase 

of Works, Production and Supply in organisations located abroad) 
order to ensure that he functions and to suggest the changes that 
efficiently. might be necessary is under 

consideration of this Ministry. 
Meanwhile, the existing rules relat- 
ing to the policy and procedure 
for purchase of stores and engage- 
ment of freight to India followed by 
the D. G., I. S. D., London, has 
been suitably revised and the High 
Commissioner has been asked to 
implement the revised rules early. 
The  pdwers of purchase of the 
D. G., I. S. D., London and of the High 



Serial Year of Para- 
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Report 
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Finance . The  Financial Adviser attached to the 
High Commissioner for India in London 
sh<)uld not he an officcr whordinate to 
him. (ievernmcnt should consider this 
rnattcr urgently in order that the Fi- 
nancial Adviser functions efficiently 

I and without any fear. 

Defence. . . Monthlr reput t of I he progrcss made in 
the sr~pplv o f  jeeps under the "New 
Contract" \hrwlci hc submitted to the 
Commirree. 

25 Do. . A self contained notc setting forth the de- 
cision arrivcci at by the Ministrv of De- 
fence. as also the \-icws csprcssed by thc 
Ministry of  Finance, in regard to the 
case repvrtcd in para. q (bj  of the Audit 
Report (Defence Scrviccs) 1950 disclos- 
~ n g  the circumventing o f  restricriirns in 
rulcs for concluding a "Term Contract" 
should be furnished to the Committee. 

Action taken or proposed to be taken 

6 

Commissioner have been refixed 
and in cases where the High 
Commissioner exceeds his powers, he 
should make a reference to the 
Government of India for sanction. 
Provision has also been made for 
the I. S. D. to consult the Financial 
Adviser attached to the H. C., 
London, whenever necessary." 



122 1948-49UT) 36 Do. . 
1947-48 (Post Parti- 9 
tion) 

I23 fg48-49(II) . . 14 Railways 

With reference to the case referred to h 
Para. 7 of the Audit Rcport. Defence 
Sert~ces. 1949. a note showing the rea- 
sons for the waiver of the .?mount of 
Rs. I -26.433 referred to in para. 3 (b) (iv) 
of the Memorandum subm~tted to the 
Committee should be furnished. The  
Committee should also he informed of 
the steps taken to cffcct recoveries of 
the outstanding balances. 

The importance of correct budgeting pro- Necessary instructions have been issued 
cess shcmld he impressed upon the va- to the Railwav Administrations im- 
riuus Railway Administrations. No pressing on them the importance of 
money should he spent hastily or in an ill- correct budgeting. 
conceived manner merely because it is 
available. nor should any amount he 
spent in anticipation vf the grant of 
hnds .  A sense of prcscrvation of high 
standards c 3 f  budgetary c(mtrol and finan- 
cial pnqxiety which are a prc-requisite cD 
to the succccsfill handling of the finan- o 
ces nf a commercial ctincern should be 
infused in the Railway Administra- 
tions. 

. Immediate steps should be taken to reduce The  Committee's observations have 
to the minimum pimihle extent the been brought to the notice of the 
existing high c l~s ing  halances of Stock Railways and the full effect thereof 
Adjustment Acccwnr under "Miscella- should be visible at the close of the 
ncous Itcms". accounts for 195 1-52. 

. I3udgct ing under the ' Suspense 1 [cads' As per Railway Board's instructions. 
should be made with meticulous accu- special staff have been deputed on 
rncy and t h q  should not he treated as a Railways to  examine the existing 
'clotrk' to cwcr transactions which have proc~dure of budgeting under 'Sus- 
not hccn properly hudgctcd fw. Only pense' and nccvssary action will be 
current itcrns should be p lac~d  in 3 Su;- taken to carry out improvements 
pcnsr Account. based on these investigations. 



Sera Year of Paragraph Ministry or 
No. Report of the Department Recommendations or suggestions Action taken or  proposed to be taken 

Rapon concerned 

126 19;(8-49(1D . . 17(i) Railways . . I t  is suggested that decisions in the con- Noted. 
struction of Railway lines should be 
based either on the revenue consideration 
or on wider national considerations. 
Instances such as the abandonment 
of the construction of the Barwadih 
Sarnadih Railway line after incumng 
expenditure should be avoided. 

128 1948-4dII) - . 17(iii) Do. 

I t  should be emphasized on the. Railway Necessary instructions have been 
Administrations that no authonty should, issued t o  the Railway Administrations. 
as a general rule, incur expenditure or 
undertake a scheme which may even- 
tually involve expenditure from public 
funds until the detailed estimates in 
rcspect of the pmject have bcen sanc- 
tioned by the competent authority. 

. In  order to prevent the recurrence of over- A procedure is being formulated in 
payments of the nature mentioned in consultation with the Ministry of Pro- 
para. 20 of the Railway Audit Report, duction 
1950, the Railway Board should formulate 
proper procedure in consultat~on with 
the Ministry of Works, Production 
and Supply whereby the revision in the 
rate of coal is communicated imrnedia- 
tely by the Coal Commissioner to  the 
Railway Administrations concerned 
before it  is actually put into force. 

. (9 In  order to  prevent recurrence of losses The  questions raised are under mi- 
of the nature referred to  in para. 28 of the derarion and a report will ,be * 
Railway Audit Report, the Railway mitted in due course. 



. 17(v) Do. 

Hoard should cxanline the p r o c e d u ~  
regarding the remission of demurrage 
charges and submit a report to  the 
Cammitt-. 

(ii' The Railway Board ~hould  consider 
the question of the revision of the 
exist:ng powers delegated to  various 
authorities on the Rasi\\ays to  sanction 
write-off of demurrage and wharfage 
charges. in order to ensure that they 
are not abused by those authorities. 

. The Railway Board should evolve a pro- Necessar\l instructions have been 
per procedure for the guidance of Rail- issued to the Railway Ahin is t ra -  
way Administrations so that instances of tions. 
car;.lessness and remissness to  utilise 
prtywrly the leased buildings are elimi- 
nated. 

18 Dcb . The Railway Roard should consider the A memorandum has beensubmit;cd to 2 
prc%position of associating internal au- the Comrnittce. 
ditors with the job of compilation and 
chccking of the station returns at thc 
stat tons. 

132 1gq8-4dIl) . . 19 Do. - . li) Thc Railway Administration should Necess~ry instructions have been issued 
1946-47 22-R take vigorous steps to counteract cases to the Railway Administr.ltions. 

of deliberate frauds and misappropria- 
tion of puhlic funds as the award of 
minor punishments, such as stoppage of 
increments etc. would not be a sufficient 
check for rhe stoppage of such acts. 

(ii) A ropy of the instructions issued in Necessary instrt~ctions have been 
regard tct the handling of money and issued to the Rnilway Administrations 
fixing of responsibility for losses should and a copy of the Railway Board's 
bt furnished to the Committee. letter is  placed before the Co-itte. 



Serial Year of Pam- Ministry or 
NO. Report Department 

graph concerned of the 
Report 

I N  ~ 8 - 4 9 ( I I )  . . 20 Do. . . 

Recommendat ions or suggestions Action taken or proposcd to be taken 

-. 

. A memorandum on the costing of The matter is under consideration. 
locomotives manufactured in the 
Chittaranjan workshops vis-a-vis 
those manufactured by thc Telco 
should be fumished to the Committee. 

- The question of payment of fixed pri- Negotiations have not yet been concluded. 
ccs during the period 'C', which had However a memorandum detailing the 
already started. should be settled with present position is placed before the 
the Telco, as it is apprehended that dis- Committee. 
putes might arise later. A note outlining 
the arrangements agreed upon with the 
Telco in this regard should be furnished 
to the Committee. The  rosisional 
payments made in respect o?periods 'A' 
and 'H' should also be finalised urgently. 
I t  should also be stated specifically 
whether any payment by wa of sub- 
sidy had been made to the ~ e f c o  during 
the periods 'A' and 'B'. 

In view of the difficulty of rectifying mis- 
takes in the compilation of accounts, it 
is stressed that properly trained and right 
type of staff should be employed on the 
mechanisat ion work. 

A memorandum showing the results of the 
economy achieved in the working cost of 
the Railways consequent on the inte- 

Noted. 

I t  is too early to  assess the results of the 
economy achieved in the working 
of the .regrouped railways. Infor- 
matlon 13, however, being collected 
and will be furnished to thc  Com- 

tion and regrouping of the entire 
g i l w a y  system into six zones should 
be furnished to the Committee. mittec as early u possible. 





APPENDIX n 
Statemcnt Comparing Expet~diture with Grants for 1949.50 - a 

Expenditure Expenditure 
compared with compared with 

Number and Name of Original Grant Fmal Grant Orig~nal Grant Final Grunt 
Grant or or or Expenditure or or 

Approprut~on Appropriation Appropriation Appro rirtion Appropri d o n  
&e + More+ 
Lcu- Leu- 

PART 11,-POSTS AND 
TELEGRAPHS 

Rs. R3. R3. Kn. RE. 

FH& REVEYCC. 
9 Ind~an Post5 and Tclc- 

graphs Departmenf : 
Cl a r p 4  . 96.0 r.000 
Voted , 27,66;49,w3 

B.-EXPESDIT~RE 
C t r ~ ~ c ; s n  m CAPITAI.. 

91 Cap~tal outlay o? Ind~an 
I'ostr and Telcmmhr 
1k:arfment i&&k 
the Revenue Account) . 

Voted . 4.13.41,om 
93 Inri. In Posts and Telc- 

graphs-Stor:. Sus- 

z Rcvcnse-.\udlt : 
Votcd . 

3 Revenue-'~L~wellancou~ 
Expend11 Jrc : 

Cwrrpd . 

- - 

Voted . 33,64.31,000 
7 Revmue-Worhng 

Fkpenac9-Operit1on 
(Fuel, : 

a h c r  than staff anJ 



Expenditure Expendilute 
compared with compared d t h  

Number and Name of Original Grant ~ i i %  Grmt  Original Grant F m l  Gmnt 
Grant,or~ or or Expenditure or or 

Appmpnsrron Appropriation Appropriation Approprislion Approprlati' 
Mom+ More + - -  , 
Less- Leua- 

Ra. Rs. 

Fund : 
Voted 16 , r~ ,3 j ,om 16,19,3!,33~ 

Rnwur-Inrrrtu ~ h a r i r r  : 
Chdrjird re,sx,.3l,noo 2.3,r,ol,o,~o 

12 Revcnuc-Open Lux 
Works : 

Voted 7,65,r6,00o 7r65,16,000 
13 Hcvcnuc-Appropridm 

to Betterment Fund . . . . . . 
14 RevcnutAppropriution 

to Rescr~e  . . .,. -- 
'Total-Hnrlway Expenditure 

charged to lievenue z,oH,jj ,~4@0 2,328:,i9.003 

Rs. Rq. R,. 

I .ineu : 
\ ' u~ed  . ky,::,au 49. - - ,m - 3 4 2 % ~ ~ '  - - W , O Z . Y Y ~  -S4,05,99: 

17 Opcu 1.lrlc \X orks- 
Kcpl~ccrncnb : 

Vurcd , 3 3 . 3 6 , 1 3 . m  33.36.1 3 . m  11.07~?0,640 -2t,2d.42.310 -21,2d,42.310 



APPENDIX III 
Financial Results of Wmkirg of the Railways 

I t  is customary to furnish to the Public Accounts Committee the finan- 
cial re~ults of the working of the Railways at the time of their annual meeting. 
In the meeting to be held on the 2nd and 3rd proximo, the Committee will 
be discussing the appropriation accounts for Railways for 1949-50 and also 
examine the financial position of the Railways for that year as sum narised 
in the Railway Board's Review of the Appropriation Accounts of Railways 
for 1949-50. In order that the Committee may have a better appreciation 
of the working of the Railways, the results for the years subsequent to 1949- 
50 are also givc-.I in the tables below :- 

(In crores of rupzes) 

Revised Actuals 
estimates 

I .  Gro- Traffic Receints . . 
2. Ordinary Working E X F C ~ S ~ S  . 
3.  Depreciation . 
4. Payments to worked lines . 
5. Net Traffic Receipts . 
6. Net Miscellaneous Expenditure 
7. Net Revenue . 
8. Dividend . 
9. Surplus . 
The actual expenditure during the year 1950-51 from Capital, Depre- 

ciation Rcserve Fund and Development Fund was 25-41, 26.62 and 5 - 35 
crores against the Revised Estimates of 24.22, 31.09 and 6.00 crores rcs- 
pectivelp. 

Revised Approxi- 
estimates mate 

Actuals 

I. Gross Traffic Receipts . 
2. Ordinary Working Expenses . 
3. Depreciation . 
4. Payments to worked lines . 
5. Net Traffic Rmipts . 
6.  Net Miscellamous Expenditure 
7. Net Revenue . . .  
8. Div:dend . 
9. Surplus . . 
The approximate actual expenditure during thc year 1951-52 from Capi- 

tal, Depreciation Reserve Fund and Developmnt Fund is 22.94, 35.83 
and 7.67 crores against thc, Revised Estimate of 19 92, 42.79 a ~ d  8.29 
crores respectively. 



1952-53 (Budget) 

Budget 
Estimates 

I. Gross Traffic Receipts . . 
2. Ordinary Working Expensea . 
3. Depreciation Reserve Fund . 
4. Payment to worked lines . 
5 .  Net Traffic Receipts . . 
6. Net Miscellaneous Expenditure 
7. Net Revenue . . .  
8. Dividend to General Revenues 
9. Surplus . , . .  

The expenditure during th.: year 1952-53 f roa  Cqpital, Depreciation 
Reserve Fund and Dwelopnmt F m d  is exim ~ted at 15.54,  47.27 an l 10.71 
crores respectively. . 

2. The position of the Fun1 Bllances at the c1o;e of the 3 years subse- 
quent to 1949-50 is indicated below :- 

(In cror:s of rup-es). 

(Approxi- (B$get 
(Actuais) mate es tim ~tes) 

Actuals) 

Depreciation Rexrve Fund . . , , 123.55 1219j6 101-01 

Revenue Reserve Fund , . . , , 13. j8  jI'jj 38076 

Dated 27th August, 1952. 



APPENDIX IV 

Subject :-Memorandum on the question of lapse of funds result- 
ing from the non-adjustment of debits for supplies and 
services rendered during a financial year. 

The Public Accounts Committee in their Report on the accounts for 
1948-49 made the following recommendation :- 

"In order to obviate cases of large lapses of funds resultingjfrom the non-adjustment 
of deblts for supplies and services rendered during a financial year, a suitable 

procedure should be deviszd, wherehy action is taken sufficiently in advance by 
the Indenting Authorities to ascertain from the suppliers whether the supply 
of goods was likely to materialise. If the payment was not liaely lo be made 
in time, the funds provided for the purpose should be surrendereJW. 

2. For all overseas purchases, other than those received through I.S.M., 
Washington, provisions in the Budget, Kevised Estimates and the Final 
Grants are made on the basis of the advice received from the D.G., I.S.D., 
London. As regards the Indian Purdmes mxie thr~ugh the Ministry of 
Works, Housing and Supply, which, in fact, constitute the major pr t ioa  
of the Stores Budget of the Railways, the question of devising a satisfaaory 
procedure has been engaging the serious attention of Government. The 
entire arrmgemelts in reydrci t~ thc raising of debits apinst the Kail- 
ways in respect of supply of stores made by the S. & D. Directorate have 
been gone into at an inter-Departmental Meeting between the Accountant- 
General, Food, Rehabilitation & Supply, and the representatives of the 
Ministries of Finance and Railways. Due to various factors the Accountant- 
General, F. R. & S. was not in a position to estimate what provision should 
be made in the Final hlodification Budget, and it was considered the Execu- 
tive Deparuncnt ( e w .  S .  & D. Directorate) should try to frame the estimate 
in the same way us the D.G., I. S. D., London and intimate to the Railways. 
This is being pursued with the Ministry of W. H. & S. Meanwhile, it has 
been arranged that weekly reports of the actual payments made during the 
last month of each financial year and also probable debits as known at the 
time of repon will be passed on by the Accountant-General, Food, Rehabi- 
litation & Supply, so that the Railways may have a better appreciation of the 
position and make more accurate estimation of their requirements in the 
Final Modification Estimate. 

3. In this connection, it may be stated that Government have since 
decidcd to transfer the procurement of spccialised railway sores to the 
Railway Board. It is hoped that budgeting relating to the transactions of 
these stores will henceforward be considerably improved inasmuch as the 
delay now occasioned under the existing arrangements in the adjustment of 
inter-Departmental debits will be done awdy with. 



APPENDIX V 

Memorandum in regard to the procedure for watching the progress. 
of expenditure so that sanctioned grants may not be exceeded. 

The Public Accounts Committee made the following recornmenda- 
tion in their Report on the accounts for 1948-49 :- 

" In order to  check the tendency of the spznling auth~rit ies to in-1r exp-nfiture 
in excess of the sanctioned grants or appropriations it is essential that t h e  
Ministries in  gencral, and the Ministry of Financc i ?  pxt icuhr ,  shodj .  d-vise 
measures urgently, whereby expenditure under each grant and sub-head undcr 
that grant is  booked imrnediatcly after it is incurred. The  progress of expen- 
diture should be watchcd by the authority administering the grant so that 
bcfore incurring further expenditure, it should ensure that the fresh expen- 
diture is within the limit of sanctioned allotrncnt. This is, of,fourse, without 
prejudice to the legitimate use of the Cmtingcncy Funds . 

2. Elaborate instructions are contained in the State Railway Accounts 
and General Codes for the guidance of the Railway Administrations for the 
booking of Expenditure immediately after it is incurred and for watching the 
progress of expenditure undcr each grant and sub-head under that grant 
with reference to the voted grants. Monthly reviews of expenditure aqd 
earnings are presuiIxJ and the X c c ~ u ~  Oificcr is required t~ see peri~&cally 
whether the expenditure booked is in accordance with the a1l'~tments. 
Further, the Railway Akhinistrations arc required to review their expendi- 
ture in August each year and this review is submitted to the Ratlway Board, 
who dexrmine on the basis of the overall paition of funds whether any 
additional fun& are req~lired, or necessary re-appropriations may be sanc- 
tioned according to the requirements of the railways. Further reviews 
are conducted at the Revised Estima:~ and Final Estimate stages. The 
F A .  & C.A.Os. are required to kcep a special watch on the progress of 
cxpnditurc i i l  the last quiricr of the financial year and the attention of the 
controlling authorities is &awn to the necessary re-appropriations, with- 
drawals or additional funds, as the case m a y  be. It will thus be appreciated 
that the procedure on the railways is sufficiently tight to ensure that no ex- 
penditure is incurred in excess of' the sanctioned grants or appropriations. 



APPENDIX VI 

Copy of Railway Board's letter No. 52-B-2498 (m)i dated the  17th 
June, 1952 to the  Gen t ra l  Managers, Indian Railways, 

Re : Delays in meeting Audit requirements, 

The Public Accounts Committee have made the following recomincn- 
dation in their Report on the accounts of 1948-49 :-- 

" Officials of the Executive Department should cooperate with the Artdit Department 
inothe timely verification of facts roposed to be incorporated in the Audit Report and 
subsequent attempts on the part o t  the representatives of the Ministries to contradict any 
statement contained in the Audit Reports st th: tim: they appear b-fore the Public Accounts 
Committee should be avoided. In order to prevent a subsequent waste of tim: of the 
P. A. C, and Parliament owin to any disagreemmt on facts, the Ministries should invari- 
ably m d  their comments on kcts within the time limit prelcribed by the Comptroller and 
Auditor-General." 

In this comection, the B o ~ r d  woald like to invite your attenti02 to 
the instructioas coxained in their letter No. 51-B-2498 dated 18th April 
1951, and be assured that the said instructioas are being strictly followed. 



APPENDIX VII 

Copy of Railway Board's letter No. 52-B-249% Pt. 21, dated 9th July 
1952 to the General Managers, Indian Railways and Chittaranjan 

Locomotive Works. 

SUBJECT :-Disposal of Audit Objections. 

The Public Accoants Committee hav: made the following recomnen- 
&tiox in their report 0.7 the Accoms for 1948-49 :- 

" In o r d a  to expedite disposal of Audit objtctions, the Ministry of Finance should 
issu,: instructions requiring the Financial Advisers attached to the various Ministries to 
call for quarterly statements showing the progress mlde in the dispssal of Audit objections 
pending with the Ministries concerned and their attached and sub~rdini tc  offixs an1 se: 
they are replied to in time. T n e  executive officers should also, while inspxting the sub- 
ordinate offices make it a point to enquire about the disp~snl of A$ldit objections." 

In this c>.l~sc<io.l, atte itio-1 is invited to ths pxvio 1s remrnmensda- 
tio:~s of the Pclblic Acc,n!s Cqm nittee in the rn Iner ein1,3Aied in tha B u rd ' s  
letters No;. 46-B-249813, dated the 2 1st May 1946 and 5 I-B-2498, dnted the 
18th April, 195 I .  The B urd are very m ~ c h  co.1 :m:rned to n KC t h ~ t  there hnc 
been an occasi 12 for the Public Accounts Comrnittec to comment 0.1 the delays 
ill the disposal of Audit objecti03~, and desire thst you should impress upo.1 your 
h1:ads of dcpartrnent and their subordinate ofIic'-rs the necessity and impon- 
ancc for expediting dispaal of Audit objections and for keeping your F.A. & 
C.A.O., fully informed of the progress in the dispoul of Audit objections. 
The proposal mldc in thc co-icluding sexerrce of th.: recorn n :n 1  tio om, 
wiz., enquiry about the disposal of the Audit objections during the inspec- 
tion of the sub ):din?te offices by E t c~i l~ ive  O;li,-ers, shodd also be arraqged 
to be im?lemented. 

No. 52-B-2498 Pt. 21, dated 9th July 1952. 
Co?y fixwdrded fo: info:rnatio.l to the F..4. & C.4 O;., Inlian Rlil- 

ways and Chittaranjan Lxoa): ive Works and Director, Railway Clearing 
Accolmts Office. Arrangements should be made, if they are nor already in 
forcc, for watching the disposal of the Audit objectiom through the mo-lthly 
or periodical progress reports submitted by the different branches and through 
the half yearly arrcar reports. In the half yearly arrear reports submitted 
to the Roxd, the pxit iol  in regard to the disp~;al of Aqldit i n y x c t i o ~  re- 
ports and Alldit rims s h ~ ~ l d  be dealt with (with reference to item 6 of the 
list given in the B u d ' s  letter N 1. SO Ac. I I , 5  3, dated the 8th D.:ixm'xr, 
I 950). 



APPENDIX VIII 

Copy of Railway Board's letter No. 52-B-qg8-67A, dated the 5th 
July, 1952 to the General Managers, Indian Railways, the General 
Manager, Chittaranjan Locomotive Works, and the Engineer- 

in-Chief, Integral Coach Factory, Perambur. 

The following recommendation of the Public Accounts Committee 
arising from their report on the accounts of the year 1948-49, is brought 
to the notice of the Railway Administrations for their information and 
guidance :- 

" If, in any case, it becomes necessary to change spccificuions after orders have b x n  
placed, the !i;ancial effect of such a change should be taken into accolnt before a decis io~ 
is arrived at . 



APPENDIX IX 

Cq)y of R t i l w l y  B J X : ~  3 letter N J, t75-TG, dated the 19th June 
1952, to All Indian Railways. 

SUBJECT : Fire Protection on Railways. 
Funher to thq Rdlwly B y d ' s  D 0. letter of evea n lrn1>.r dned 191 

20th M l y ,  1950, the Rlilwdy B u r d  ds i re  i t  m:ed t h ~ t  the Pdblic A x a l l t s  
Con.n'ttee in thcir R o p m  01 the A:ca~l-s for 1g$3-49 hlve alrg m m e d  
t'le im2,rtana: of keepiy a witch 03 the p : o p  a n l  e3i:ieat m d n m m c e  
of fire precautioa arrangemmts in fo!lo ving term: :- 

" *~very  insp::ting oli:cr s h d d  ke:p a c >  I:' lu u s  witch t h ~ '  ti-.: p::;al'iols ar: 
being obcrved pr~p:rly a d  a d e q ~ a t :  a : t i o ~  is t d k m  in ems in wXch i t  is found that 
the  inspcction has not been properly carried out." 

The B )lrd dcire it ~115rrn:ii bl return thu  c,,ltinued atte.ltio1 is 
bein: bmto:vv:d 01 this subject. 



APPENDIX X 

Copy of Railway Board's letter No. 52-B-2498 Pt. 2, dated the ~ 3 r d  
June 1952 to the General Managers, all Indian Railways. 

RE :-Budgeting and control over expenditure. 

The Public Accounts Committee in the$ Report on the a c c m ~ t s  for 
1948-49 have observed that the appreciable improvement in the starllsrds 
of budgeting and control over expenditure had been obtained in spite of 
the fact that things have practically settled down during the year under re- 
view and normalcy had been restored. A marked tendency 0'1 the part of 
spending authorities to incur expenditure in excess of the sanctioned grants 
or appropriations, or to resort to excessive budge h g  by asking for more 
funds than actually required through original or supplementary grants, or to 
incur excess expenditure by making an irregular reappropriation was much 
in evidence. The Committee have urged, inter alia, that the revised estimates 
should be framed as accurately as possible after taking into account all the 
foreseeable factors, especially in cases where additional funds are required 
so that adequate supplementary grants a n  be obtained during the course 
of the financial year. 

2. While inviting the attention of the railway admi~istratims t9 para- 
graphs 14 to 20 of Chapter 111 of the 1st Report of the Public Accounts Com- 
mittee on the accounts of 1948-49, the Bgard wmld particularly like to 
bring to their notice the following recent observations of the Public Ac- 
counts Committee :- 

"The  Railways are the largest national unJertaking run on commercial lines and it  
would be contrary to the interest of State if any mmey is spent hastily, or i n  an ill-con. 
ceived manner merely because it is available, nor should any amount be spent in  anticipa- 
tion of the grant of funds. The Committee attach great importance to the correctness 
of the budgeting process being impressed upon the various railways, as the needs of the 
country in the existing financial position are, to a certain extent, dependent on the surplu?:~ 
in the Railway Budget. The Committee would be glad if the attention of the Railway Ad- 
ministrations is invited to these observations so that a sense of preservation of high stan- 
dard of budgetary control and financial propri3y-which are the pre-requiiite of tl e ruccess- 
ful handling of the finances of a commercial concern-is infused in t h e ~ r  minds ." 

3. The Board trust that the observations of the Committee reproduced 
above will be fully appreciated and that high standard of budgetary con- 
trol and financial propriety maintained on each railwav. 

Please acknowledge receipt. 



APPENDIX XI 

Copy of Railway Board's letter No. j r /W/qo /r ,  date3 23rd May, 
1952 to all Indian Railways. 

SUBJECT :-Adherence to Code Rules in connection with the Finan+al C o n t r ~ l  
on large scale Projects. 

The Public Accounts Committee have stressed that no authority should, 
as a general rule, incur expenditure or undertake a scheme which may even- 
tually involve expenditure from public funds until the detailed eaaimates in 
respect of the project have been sanctioned by the Cornpotent Authority. 
In this connection, the Railway Board wish to draw your attention to their 
letter No. SI-W/I~O/I,  dated the 28th July, 1951 and also to the discussion 
held on item XV in the Chief Engineers' meeting held on 24th and 25th 
April, 1952 in Board's Office. A oopy of the Board's conclusions 
reached in that meeting has been supplied to you under their letter No. 521 
W/I I 1/9, dated the 19th May, 1952. 4 

The Board desire you to ensure that no expenditure is incurred on a 
work until the detailed estimate thereof has been sanctioned by the Compe- 
tent Authority, except on work of real emergency nature, which should also 
be commenced only after getting a proper Urgency Certificate sanctioned 
by the Competent Authority. In the latter as:, the preparation of detailed 
estimate should be undertaken and completed as expeditiously as possible 



APPENDIX XI1 

Copy of. Railway Board'r letter No. 50-B-2687, dated the 13th June, 
195% to all Indim Railways. 

RE : Hiring of private building; for ra i lw~y  use. 

On a certain railway, a private building was hircd for use a2 an O . k ,  
but it remained vacailt for 3 years. D~ring this perio J, a co~~iiicrdble 
expenditure was incumd by the railw~y admhistratio.? on rent and mlin- 
tenance of Watch & Wdrd Staff fo: gdwiiinz the said bildrng. The tax 
was considexd by the Public Accomts Cornnkcec, w h ~  h ~ v e  chnracteriseit 
it as a " very tad case ", and expressed t h i r  strong dissatisfaction overthe 
manner in which the railway administration handled this. Thc Burd  agree 
with the ohservation made by the P. A. C. and acco.-cfin$y &sin- thlt  a 
procedure should be cvolved, in consultatioa with your F. A. & C. A. O., 
under which instances of failure and remissness to utilise properly the leased 
buildings are eliminated. The Board coxider that requiremmts of the 
case like this would be met if a list of aU thc leased building3 is com- 
piled and subjected to periodical review both by the Al.n'nist.ratio~ a l l  
rhc F. A. & C. A. 0. 

The reccipt of this may b.: a c h o w l d g d .  



Memorandum on associating internal auditors with the job of com- 
pilation and check of the Station Accounts. 

In para. 18 of the Report on the Appropriation Accounts for 1948-49, 
the Public Accounts Committee have recommended as follows :- 

" The Committee view with concern the growing deterioration in the standards of  
internal check and an increasing number of missing returns pertaining to coaching traffi-" 
submitted by the stations to the Accounts Offices. The Committee regard that the efficacy 
of internal check system is the keystone of the efficient working of the Accounts Office 
and coneequently for the better working of the administrative machinery as a whole. As 
one of the measures to tone up the efficiency i n  internal check, the Committee suggest 
that the Railway Board should consider the proposition whether or not it w d d  be advan- 
tageous if in addition to the Inspectors placed at the disposal of the Traffic Department, 
internal auditors, who should he responsible officials, do the local audit of the station 
returns at the stations." 

2. Ln regard to missing returns, as a result of the suqainei drive kept 
up by the Railway Board, there has been an appreciable im?tovemm on 
some railways, while on other Railways, e.g., rx-E.I. and 0. T. Rsilways, 
the position is not yet quite satisfactory. These have again b x n  asked tc 
review the steps taken for securing the submission of the oxtsta?Jin,o re- 
turns so as to bring about a speedy improvement in the p3;ition. 

3. As regards the Committee's proposal to send internal au l i t o r~  to the 
stations for checking the station returns at source as an alternative to the 
submission of returns to the Accounts Offim, it may be mmtioned that a 
substantial portion of Station Accounts, especially all the initial records 
maintained by the station staff, are checked at the vations by Inspectors 
deputed from the Railway Accounts Department. It would be neither 
feasible nor desirable to require these Inspectors to carry oxt all the checks 
at the stations. Being far away from the immediate supervision of more 
senior and nqwnsible official$, there would be a greater scope for f r a d s  
and manipulation of records with the internal auditors acting in collusiox 
with the station staff. From the point of view of the efficiency of internal 
check also, certain important checks which are at present carried out in the 
Accounts Office will not be possible under the proposed procedure. Check 
on the complete accountal of passenger traffic which is done with rrferei-m 
to the collected tickets ~ m n o t  conveniently be made at the stations. The 
comparison of outward and inward abstracts for parcels and goois traffic 
for ensuring complete accountal of all parcels and goo& traffic will not also 
bc possible under this procedure. The check of claims for refund of fares 
and frights and for mmpensation for goods and parcels lost or dmagd, 
which is at present made in the Accounts Office with reference to the ac- 
countal by both the forwarding and receiving stations, cannot be exercised 
at the stations as fully and satisfactorily as in the Accounts Office. The 
Board have, therefore, come to the conclusion that the proposition of sending 
internal auditors to do the local audit of the station returns at the stations 
themselves will not be more advantageous than the present methods of check 
in the Accounts Office. 



APPENDIX XIV , 
Copy of Railway Boud'r lenw No. 50- B-2498, dated, the 13th January' 

1954 to the General Manager, 0. T. Railwa (co y endorsed 
m .II other ~ovemment ~%waJ. 

SUBJECT :-Handling of Money. 

The Public Accounts Committee while examining the Railway Audit 
Report, 1948, expressed some concern at the number of cases of loss of 
money on your Railway q d  were of the opinion that unless serious deter- 
rent action was taken in cases of this kind, it was likely to result in conti- 
nuing laxity and loss of public fimds. The Committee further recommended 
that the procedure in regard to the handling of money be clearly laid down 
in a manner in which it would always be possible to fix responsibility for any 
losses which might happen. The Board trust that the P. A. C's sugges- 
tion will be carried out by the issue of suitable instructions in regard to hand- 
ing of money. 



. 
APPENDIX XV 

Memorandum for the Ptrblic Account8 Committee on the radon& 
ieed distribution of rtocke on Railwaps 

In para. ~ o ( a )  of the proceedings of Public Accounts Committee meet- 
ing held on 27th September 1951, the Committee desired to know the action 
taken towards rationalisation of the distribution of stocks between different 
railways in the light of the recommendations of the " Shroff" Committee. 
Following the recommendations of that Committee the Railway Board in- 
troduced last year a procedure for rationalised distribution of stocks on 
railwqys covering :- 

(i) review of all stocks on 31st March 1951 to declare as ' surplus ' items in excess 
of the requiremcnt for the time taken in procurem:nt plus a reserve equivalent 
to 3 to 12 months consumption depending upon the nature of stores. This 
procedure was to apply to all fresh supplies in order to assess stocks b x ~ m i n g  
surplus after 31st March 1951 ; 

( i i )  utilization of available surplus stocks on an all-India basis instead of individual 
railways placing any further orders for similar items ; 

(iii) review of all outstanding indents on the Director General, Supplies and Dia- 
p o d s ,  with a view to their cancellation wherever necessary and possible i n  
view of the available surpluses. 

2. The examination of stocks covering 50 to 60 thousand items on 
each railway was necessarily spread over many months. As a result, lists 
of surplus items were compiled and exchanged between railways. The 
total number of items thus declared surplus, out of the stocks held on 31St 
March 1951, numbered nearly 60,000, valued at Rs. 10. ro crores. The 
progressing of important items valued above Rs. 5,0001- numbering 3,121 
(value Rs. 7.6 crores) was undertaken by the Board. For facilitating inter- 
railway utilization of available stocks on regional basis three small organisa- 
tions called Excess Disposal Groups, working under the Railway Board, 
were also set up at Calcutta, Bombay and M~dras  (later reduced to t ~ c -  
the Madras Organisation combining with Calcutta). 

3. After allowing frr the new items becoming surplus subsequent to 
31st March, 195 I ,  a net redudon cf Rs. 3 ~ 5 6  crores in the value of surpluses 
had been effected by the 30th June, 1952. In addition, there was a reduc- 
tion in the accumulated scrap material of roughly Rs. 92 hkhs in value. 
Outstanding indents worth Rs. 26.23 lakhs on the Director-General, Sup- 
plies and Disposals, have been cancelled and materials have also been re- 
served in some =es against future requirements of railways. But for this 
procedure of coordinated stock utilisation additional orders worth about 
Rs. q crores would have been placed on outside sources by individual rail- 
wnys. 



APPENDIX X M  

Memorandum on the separation of the Financial and Accounts 
functions on the Railwayr. 

In para. 22 of the Report on the Appropriation Accounts for 1947-48 
(post-pwtition), the Public Accounts Committee have recommended as 
follows :- 

"We were informed by the Financial Commissioner, Railwavs, that thc exist- 
ing set-up on the Pailways where the accounts and financial functions were coalesced in  
one authority v k . ,  the Financial Adviser and Chief Accounts Officer who worked under 
the control of the General Manager of the Railway was not conducive to better organisa- 
tion and did not ensure strict financial control. Wc were told that s xheme  for the bifur- 
cation of these two functions on the Railways was under consideration of the Railway 
Board. We attach importance to the tightening of financial control over the exp:niiture 
and sham the views held by the Financial Commissioner that an integrated system is not 
sound in principle. We shall be glad to know of the progress mlde in the matter." 

2. The question of separating the financial and accounts functions 
on the railway with a view to ensuring strict financial control over expen- 
diture has been carefullv considered. Since familiarity with the processes 
of internal check and the detailed knowledge of the use of accounts data 
are essential for conducting proper financisl scrutiny, Finance has necessarily 
to work in close collaboration with Accounts. Further a complete separation 
of the two functions is, also not possible at regional or divisional levels. 
Government have therefore come to the conclusion that a complcte scp:im- 
tion of Finance and Accounts functions under two independent heads of 
departments would not be to the best advantage of cither the Finance orga- 
nisation or the administrative side. At the sAme timc it is admitted that 
a closer and more spcialised attention to the financial problems relating to 
railway operation and administration would not bc possible unless the officers 
entrusted with the financial functions were relieved of the burdcn on the 
regular accounts work. This was rcccgnised as cdrly as 1948. when 3 
separate Finance wing w s  set up on the ex-B.B. & C.I. R:iilway which w:is 
later on extended to the ex-G.I.P. and E. I. R ~ l i l ~ y s .  With tnv complc- 
tion of thc integration of ail the Indian Railwq9\ into six zunes, :i separate 
and distinct Finance wing has been set up in each of the ZonJ Railways 
under the administrative charge of 2 Deputy Finmcid Adviser working 
under the over-all supervision of the Financial Adviser and Chicf .4ccounts 
0ficc.r. Under this arr.mgemcnt, the close liaison betwecn 1;inmce and 
Acccunts which is essential for the proper exercise of' thc Finmcial fi~nc- 
tions will be maintained under 3 single head of  department, viz.. the 17i- 
nancial Adviser and Chief Acco~~nts Oficer. 



APPENDIX XVII 

Memorandum for the Public Accounts Committee regarding the 
changes in the ,Financial and accounting lrtructure of the Railways 

with effect from the accounts of x g p j 3 .  

With the completion of integration of Indian Railways into a unified 
undertaking, owned and worked by a single Central authority, the whole 
concepticn of the railway system b s  changed radically in so far as there is 
now only one railway undertaking in India, the six zones being merely opera- 
ting and administrative units without having any independent financial 
existence. In the light of the altered position it has been decided to eli- 
minate the following inter-Railway and inter-Depamnental adjustments 
with effect irom :he accounts of the year 1952-53:- 

(11 Adjustments for freight charges incurred for carriage of railway 
stores, fuel, etc., on account of which figures, both of earnings 
as well as of expenditure, are unnecessarily inflated, 

(ii) adjustments between zonal railways for services rendered, or 
work done by one on behalf of another, and 

( i i i )  apportionment between zonal railways and the earnings of 
inter-railway traffic movement, commnlv known as ' foreign 
traffic '. 

The above mentioned adjustments were hitherto made between the 
various railways concerned, as each railway was considered in the light of 
its past history and tradition as a separate financial unit. In future, these 
meticulous accountings will not be dcne in respect of each Zone and thus 
although financial figures. e .g . ,  operating rarion will not be available for 
determining the cc mparative efficiency of operation of the Zones, other 
statistical data regarding perfwmance will be full! utilised for comparing 
and improving the cfficienq of operatkn in the vsrious zone\. 

2. Consequent to thc a b o w  changcs, the undernoted statements and 
annexures of thc Appropriation Accounts of Railways which Are based on 
the figures of carninps and expenditure of' individual railways will cease 
10 bc compiled in Suturc in their present form : 

I . Apprc~priation Accounts-Part I-Rwiew. 
( 1 )  Ann~xtirr C.-Statement showing percentage 

( IF  working cxpcnscs tc. earnings in rcspct  of Indian 
Iiailwa!.~ (railway by railway). 
(2) Amuxurc L).-Statement s h i ~ i n g  gross e:m- 

n p ,  working expcnscs, net receipts an J net gain or loss, 
railway by railway. 

. : ..lppropriatim rlcc.outrrs-Parr II-Dcruilcti .Jppt.cp-iurim 
Accounts. 

( I )  A~~ttemtrc B.-Statement of' undercharges detect- 
ea by Accounts or Audit and recovered. 

( 2 )  Annexwe C.-Statement showing rc.m~ssions 
and abandonment of clilims to revput. during the 
year. 



In annexure C of the Review, the percentage of working expenses to 
earnings will be given for the Railway as a whole, and not for individual 
Railways, the corresponding percentages for the previous two years also 
may be given for the purpose of comparison. The explanations would also 
be for the Railway as a whole and not with reference to individual 
<ailways. Annexwe D of this publication may give the information of the 
rnified Railwq as a whole and not for the individual Zones. 

In annexures B & C of the detailed Appropriation Accounts, the figures 
for individual zonal railways may continue ro be given but the heading of 
their column 4 and column 7 respectively may be altered to " Tc,tal earnings 
collected ". 

3. A further corollary to this new ccnception of there being only one 
Railway undertaking in India, is that the Profit and Loss Account, B a l m  
Sheet and Capital Statement should be compiled for the system es a whole 
and not separately fix the various constituent units which will be unrealistic. 
These will, of course, be based on tkie similar accounts prepared by the 
zonal railways which may not be printed in the separate publication ' Capital 
Statements, Balance Sheets and Profit and Loss Accounts ' etc. In fact 
this publication may cease to be printed altogether and the consolidated 
Capital Statements, Balance Sheets and Profit and Loss Accounts for all 
the zonal railways as a whole separately for Commercial and Strategic, and 
the Capital Statement, Balance Sheet and Manufacturing Accaunt of the 
Chittaranjan Locomotive Works may be embodied under Annwrure G to 
the detailed Appropriation Accounts as used to be done upto the year 1944- 
45. 

The above changes which will take effect from the Appropriation Ac- 
counts for 1952-53 are brought to the notice of the Public Accounts Com- 
mittee. 



APPENDIX XYIII 

Memorandum for the Public Accounts Committee on the progress 
made in the clearance of expenditure held under objection as 
shown in Annexure A to the Appropriation Accounts of Rail- 
,ways in India 1949-5a-Part XI-Detailed Appropriation Ac- 

counts. 

The Public Accounts Committee, while examining the Appropriation 
Accounts for 1947-48 (15-8-47 to 31-3-48) and 1948-49 had taken a serious 
view of the large amount of expenditure held under objection on account 
of ' want of estimate ', 'excess over estimate ' etc., and desired that the out- 
standings should be cleared as early as possible and the progress made in the 
matter reported to them from time to time. A memorandum showing the 
progress in the clearance of the outstandings upto 31-3-48 was submitted 
t o  the Public Accounts Committee at their meeting held in September, 
1951. 

As was indicated in the memorandum referred to above, the Railway 
Board and Railway Administrations continued to pursue vigorously the 
regularisation of the objectionable expenditure. Besides the engagement 
a f  special staff for this work, the General Managers were glso instructed to 
discuss these outstandings at the periodical meetings of their Principal Offi- 
cers so that the objections may be removed by personal contact to the rnaxi- 
mum extent possible, instead of by taking recourse to routine correspn- 

, dence. 

As a result of these steps, the amounts of unsanctioned expenditure 
,on the various railwys have been appreciably reduced as is indicated in 
the table below :- 

No. of Amount 
i terns in 

thousands 
of 

ruptes 

( I )  Objectionable items as appearing in  Annexure " A " to 
the Appropriation Accounts, Put I1 . . 17,620 58,61,56 

(a) Amount since regularixd upto the Accounts for February, 
1952 . . 10,499 4.~97~6 

(3) Amount still outstanding . 7,rar 1364.37 

Tke table below gives the analysis of the clearance by items amount , 

ing to Rs. 25,000 each or more, and those ampunting to less than Rs. 25000 
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ach,i sepmtely under "Want of Estimate ", " Excess over Estimate " end 
" Msce1laneou.s Irregularities ". 

Particulars 
Outstanding shown 
in the Appropria- Clearance made so 

tion Accounts far 

Amount Amount 
No. (in No. (in 

thousands) thousands) 

(a) Want of Estimate.- 

Items amounting to Rs. z5,ooo each or 597 47,84305 442 37,75924 
more. 

Items xbelow Rs. 25,000 each . . 1,257 3366 967 21333 

(b)  Ecess over Estimate.- 

Items amounting to Rs. 25,000 each or 296 8,84,94 173 6,15968 
more. 

Items below Rs. 25,000 each . 1,246 33238 827 17,24 

(c)  Mkcelianems Irregulan'ties.- 

Items amounting to Rs. 25,000 each or 15 30,75 9 27,IO 
more. 

Items below Rs. 25,000 each . . 14.209 9438 8,081 40~67 

The position on each c f  the Railways is indicated in the three Annexures 
separately for the items held under objection on acco*t of "Want of Esti- 
mate ", " Excess over Estimates " and "Miscellaneous Irregularities ". 

The Railway Board are still pursuing the matter vigorously with the 
Railways concerned so as to secure expeditious regularisation cf the objec- 
tionable expnditure to the maximum extent possible. 



Statsmmt shoouing, by individual railways, t k  progress in the c f y a n c s  of obiecfionahls 
oxpmditure under Want of Estimate . 

(Amounts in  thoueands of rupces) 

Unsanctioned Expenditure included in the 
Appropriation Accounts 

Serial Name of Railway Items of Items of 
NO. objection objection 

amounting to amounting to Total 
Rs. 251000 each less than 

or more Rs. 25,000 each 

No. of Amount. No. of Amount. No. of Amount. 
Items. Items. Items. 

11 S . I .  . 4 2,06,61 35 1213 39 2,07,74 

13 Vizagapatam Port . . . . . I 9 I 9 

Total . 597 4;,64.05 1,257 33,56* 1,854 46,17,61* 

'Difference in totals is duc to  rounding off. 



.Stmment showing, by indiuidw! railways, th;' progress in the c J e m y  of objecfconable 
expcnmture under Want of Estimate . 

(Amounts i n  thousands of rupees) 

:Serial 
No. 

Unsanctioned Expenditure cleared to end of the 
Accounts for February, 1952. 

Name of Railway Items of Items of 
objection objection 

amounting to amounting to Total 
Rs. 25,000 each less than 

or more. Rs. z~,oao each. 

No. of Amount No. of Amount No. of Amount 
I terns. Items. Items. 

t Assarn . . . 
2 A. R. L. P. . 
3 B. N. . . . 
4 B.B.&C.I .  . 
5 D. H. . 
6 E. I. . 
7 E. P. . . 
8 G . I . P .  . . 
g M. & S. M. . 

10 0. T. . 
I1 s. I. . . . 
I1 C. C. A. . . 
13 Vizagapatam Port . 



.Statrmrnt showing, by individual railways, rho pro~ess in the clearance ~(fbjectionrrbla 
rxpenditure unda Want of Estimate . 

(Amounts in thoutandt of rupeea) 

Balance outstanding 

Serial Name of Railway Items of Itema of 
NO. objection objection 

amounting to amounting to Totnl 
Rs. 25,ooo :ach less than 

or more Rs. 25,000 each 
- -  

No.of Amount No. of Amount No.of  Amount 
Items Items I tems 

10 0. T. . . . a IA3 I 2 3 'AS 

13 Vizagapatrm Port . . . . . ... - - .I 

Total . I 10,08,81 290 11,a3* 445 1,21,o4* 

*Difference in totals is due to rounding off. 



Statement showing, by indiuidual tad? s, the progress in thc cfearance of objectionable ex,  
penditurr rndet Zcess  ova Estimates . 

(Amounts in thousands of rupees) 

Unsanctioned Expenditure included in the 
Appropriation Accounts 

Serial 
No. 

Name of Railway Items of Items of 
objection objection 

amounting to amounting to Total 
Rs. 25,000 each less than 

or more Rs. 25,000 each 

No. of Amount No. of Amount No. of Amount 
I terns Items Items 

I Assam . . .  
2 A. R. L. P. . 
3 B. N. . 
4 B.B. & C.I. . 
5 D . H . .  . .  
6 E.I. . . .  
7 E.P. . . .  
8 G. I. P. 

9 M.& S. M. . 
10 0. T. . 
11 S. I. . . .  
12 C. C. A. . 
13 Vizagapatam Port . 

rota1 . 



Statement showing, by individual railways, the t o  ress in the clearance,, of o b j e c b  
able rxpandirvre under ' d ~ e s s  an E~tr'mates . 

(Amounts in thousands of rupet~)  

Unsanaioned Expenditure cleared to end of 
the Accounts for February, 1952 

Serial Name of Railway Items of Items of 
LNo. objection objection 

amounting to amounting to Total 
Rs. 25,000 each less than 

or more Rs. 25.000 each 

No. of Amount No. of Amount No. of Amount 
Items Items Items 

-- 

I Assarn . 3 1349 I ... 4 Ij49 

2 A. R. L. P. . . . . .  ... ... ... ... . .a 

3 B. N. . 24 7.10 33 1,26 5 7 8,36 

4 B.R. & C.I. . 3 0 IIt3.5 274 2,18 304 73353 

... 5 D. H. . .  . . . .  ... ... ... ... 
6 E. I. . 56 5&1fi 153 4.15 209 5,53133 

7 E. P. 5 I ,60 4 I 6 9 1,76 

8 (3. I .  1'. I j  23.03 109 1 0  126 24,40 

9 hi.  Pr S. M. . 18 15d5 93 3945 111 I S,60 

10 0. T. . -9 I ,47 48 2,IO 55 3.57 

1 1  S.1 .  . 12 4.93 109 2,35 121 7928 

12 C. C. A. . ... . . .  . . ,  , . .  . . .  ... 
I 3 Vizagapatarn I'ort I 4 1 3 19 4 60 

Total . 173 6,15,68 82 j I 7.24 1,000 6 ~ 2 . 9 2  



Stciiernent showing, by irdiuidual raiiway~,,~the progress i n  the .cleora;ct o j  obj~ctirmable 
expcnditurc under Excess wer Esttmatcs . 

(Amounts in thousands of rupees) 

Balance outstanding 

Serial 
No. 

Name of Railway Items of Items of 
objection objection 

amounting to amounting to Total 
Rs. 25,000 each less than 

or more Rs. 25900 each 
- -- - - - -- -- 

No. of Amount No. of Amount No. of Amount 
Items Items Items 

I Assam . 
2 A. R. L. P. . 
3 B. N. . .  
4 B.B. & C.I. , 

5 D. H. . .  
6 E. I. . 
7 E. P. . .  
8 G. I. P. 

g M. & S. M. . 
I0  O.T. . , 

XI S.I. . 
I 2  C. C. A. . 
13 Vizagapatarn Port . 

Total . 123 2,69,26 419 1 6 ~ 4  542 2,85,40 



Staremmt showing, by individual railwa~? the progress in the clca~an~,e of o b h  ' i d r  
expenditure under M~sccllaneous Irregularitres . 

(Amounts in thousands of rupees )' 

Unsanctioned Expenditure included in 
the Appropriation Accounts 

Serial Name of Railway Items of Items of 
No. objection objection 

amounting to amounting to Total 
Rs. 25,000 each less than 

or more Rs. 25,000 each 

No. of Amount No. of Amount No. of Amount 
Items Items Items 

... ... 4 B.B. & C.I. . . . . .  ... ... .., 
5 D. H. . ... 5 I 6 5 I 6 

6 E.I. . 10 6,25 1,814 16~86 1,824 2391 

7 E . P .  . , . 1 23,36 2,002 6985 2,005 93JI 

8 G . I . P .  . . . .  . , . 6,834 52 6,834 52 

... ... 11 S.I. . . . . .  ... a , .  

*Differen= in totals is due to  rounding off. 



.Statement showing, by individual rai!yayf, the progress in the clear?ncs of objectionable ex- 
penditure under Mascellaneous Zrr yulatities . 

(Amounts in thousonds of rupee8 ) 

Serial 
No. 

Name of Railway 
Unsanctioned Expenditure cleared to end 

of the accounts for February, I952 

Items of Items of 
objection objection 

amounting to amounting to Total 
Rs. ~5,000 each less than 

or more Rs. 25,000 each 

No. of Amount No. of Amount No, of Amount 
Items Items Items 

I Assam . . . . .  ... 
2 A. R. L. P. . . . . .  ... 
3 B. N. . . .,. ... 
4 B. B. & C.I. . . ,.. ... 
D. H. . . . . .  ... 
1:. I. . - 3.6': 

- k. P. . 2 22 .42  



Statement showing, by i w i d u a l  railways,  he progressin the clearancr of objecrionoblr 
expendlrure under " Miscellaneous Irrcgulan'ties" 

(Amounts in thousands of rupeec) - 

Balance outstanding ,-' 
Serial Name of Railway . 
No. Items of Items of 

objection objection 
amounting to amounting to Total 

Rs. z5,ooo each less than 
or more Rs. 25,000 each 

- 
No. of Amount No. of Amount No. of Amount 
Items Items Items 

6 E. I. . 3 167 IJ253 7,99 1,256 9356 
7 E. P. . I 94 1,290 45,W 1,291 4584 

8 G. I. P. . . . .  ... 3,413 27 3,412 27 

9 M . & S . M .  . . . . .  ... I 16 20 116 ZQ 

10 0. T. . . . . .  ... ... ... ... ... 
1 1  S . I .  . . ,.. .,. ... ... . . s  ... 
12 C.C.A. . 2 1,14 ... ... z 1J4 

... ... 13 R . C . A . O .  . . . . .  ... ... ... 
... ... I4 c. L. w. . . . . .  ... ... ... 

Total . 6 3,65 6,128 54,21' 6,134 ~ 7 ~ 8 6 .  -- - -- 
*Difference in totals is due to rounding off. 



APPENDIX XIX 
Memorandum for the Public Accounts Committee on the progres r 

made in thebarance  of the outstanding balances under 
suspense reported in the Appropriation Accounts of Railways 
in India 1949-50-Part 11-Detailed Appropriation Accounts. 

The Public Accounts Committee while examining the Appropriation 
Accounts for 1947-48 (Pre-partition) had observed that the position of the 
'balances outstanding under suspense was not satisfactory and expressed the 
desire that vigorous efforts should be made to clear the outstandings. A 
memorandum on the clearance of those balances was submitted to the Public 
Accounts Committee in their meeting held for examining the Appropriation 
Accounts for 1948-49. 

2. The concerted efforts indicated in the said memorandum, have conti- 
nued to be made for the clewance of the amounts outstanding under the 
suspense heads and the Railway Board are pursuing the matter with the Rail- 
way Administrations on the basis of the half-yearly Reviews received from the 
Railways. 

3. As a result of the special efforts, a considerable progress has been 
made in the clearance of the suspense halances on 3 1 s  March 1950 as shown 
below :- 

(Figures in thousands of rupees) 

Subsequent 
Balance on  Adjusted clearance 
3 I S t  March in 1950-51 upto the Rayance 

1950 close of 
February 

I952 

Miscellaneous Advances (Revenue) - 

Miscellaneous Advances (Capital) - 

The position of the balances on the individual Railways is indicated in 
the annurure. 

The  Railway Board as well as the Railway Administrations are conti- 
nuing their drive for reducing the outstandings to the minimum. 
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Staternmz &owing. by indicidual Raihays, the prozress in the clearance o/ balances under " Miscellaneous Advances-Capital" 

Balance outstanding on 31St Adiusted in 1950-51 Subsequent clearance Balance now outstanding 
March 1950 

Name of Railway 
Cr. 

-- -- - 

32.284 

18.031 

1.23.221 

8.23.364 

... 

36.75.415 

9.75.213 

1.55.393 

1.65.84.5a6 

8.97.761 

4 
7.72.814 

7.03~~128 

... 

... 

... 

3.48.61.054 

Dr. 
. - . 

5.063350 

16.14.844 

13929,537 

30.777579 

34.016 

4. I 1.43.066 

26.00.274 

74.52.42a 

3.1 1.86.754 

35.08.9a5 

6.33,016 

a.66.35~24 

46.33.139 

... 

... 

... 

Cr. 

5 

18,031 

82,337 

4.554 

... 

21.57.283 

8.53.188 

1.05.923 

4.597 

513.763 

... 

... 
86.969 

... 

... 

... 

Dr. 

2.759454 

13.83.337 

8,71.522 

8.18.202 

6.082 

1.78.83.100 

22.57.639 

24-76.034 

19.13.061 

13.54.379 

6.00.306 

40.30. I02 

22.80.591 

... 

... 

... 

Cr. 
- -- - -~ - ~ - -  

31,892 

... 
2,125 

37.667 

... 

3.81.489 

52.418 

1.40.143 

2.65.79.929 

2999.425 

4 

... 
6.03.83s 

... 

... 

... 

Dr. 
......... 

64,922 

93.882 

~ ~ 5 7 , 1 6 8  

8.33.838 

2.362 

27.82.953 

-6,339 

13.16,898 

2.91.27,985 

16,36,064 

29,200 

I3.42,019 

1,81,86q 

... 

... 

... 

12.43.55.654 38.30.646 4.71 49.810 2.81.28.930 3.76.61.921 29.0~478 3.95.43.923 -- . . a . . , . .  . . .  . .  I . . . . .  - 3 :  - 





Agreement with the Swiss Firm ' SaBUeren '; 
I. Q. What are the names and. designations of the officers. deputedl 

by the Railway Board to negotiate the deal for the manufacture of all-metalr 
light-weight coaching stock with the ' Sehlieren' ? 

A. A list of officers with their designations and the date of their visits: 
is appended below :- 

Date-  
7th and 8th July 1948 . . Mr. K. C. Bakhle, Chief Commissiomr of Railways 

visited the Works of Swiss Car and Elevator Cor-, 
poration Ltd., Schlieren-Zurich, to settle basis for 
negotiations on which an agrecrnent could be 
reached. 

7th March 1949 . . Mls. K. C, Bakhle, Chief Commissioner of Railurays, 
and A. K. Chanda (then Financial Comn~issioner. 
Designate) visited Schlieren and discussed various 
terms of the proposed agreement. 

June 1949 - . Mr. F. C. Badhwar (Member Staff, Railway Board) 
visited Schlieren-Zurich in connection with send- 
ing rrainees to the Works. 

27-29th July 1949. I-2nd Mr. K.  C. Bakhle, Chief Commissioner of Railways, 
August 1949. again visited Schlieren in connection with Con- 

sultant's fee to be paid by thc Government of India 
to Schlieren. 

20th March to 20th April I950 . Mr. P. C. Basu. Officer on Snccial Dutv. was scnt 

16th October 1950 . 

3rd September, 1951 

18/19th September, 1951 

7th July 1952 . 
July-Augwt 1952 . 

. - 
to Schlieren for about one'month to'study the 
processes involved in the manufacturc of the coaches, 
and also to examine details of the ~vorkshop pro-. 
ject in India. . M s. K. C. Bakhle, Chkf Commissioner of Railways, 
A. K Chanda. Financial Commissioner of Railways, 
K. B. Rao. Director General, India Store Depart-- 
ment, London, and B. S. Sindhu of the Centralr 

\ Standards Office for Railways visited Schlieren 
Works and had discussivns with Schliercn In con- 
nection with Consultant's fee andestimated cost, 
of coaches and the construction of the proposed 
Workshop in India. . M's. F. C. Badhwar. Chairman. Railwav Board, 
K. R. Rao, Directo; General, 1ndig Store' Depart- 
ment, London, W. G. W. Reid, Railway Adviser 
in London, and D. Kurnar, Special Olficer of the 
Railway Bwrd,  had discussion at Schlicrcn on 
layout of, machinery for the Perambur Coach 
Building Factory and also furnishing etc., of 
coaches to be built in that Factory. . . MIS. F. C. Badhwar, Chairman, Raitway Board, 
K. Sadagopan, Director, Finance (Expenditure) . 
Railway Board, K. B. Rao, Director General 
India Store Department, London, W. G. W. 
Reid, Railway Adviser in London, and D. Kurnar,. 
SpecialOfficerofthe Raiiway Board,viritrd Schlieren 
and had discussions regarding cost of furnished- 
and unfurnished coaches, etc. . Mr. F. C. Badhwar, Chairman, Railway Board, inr- 
pccted some finished coaches at  Schlieren. 

Mr. A. K. Chon&, Financial Commissioner of Rail- 
ways, recently visited Schlicren Works to discurn 
w y  the question of financial partici ation by 
Mis.  Schlieren in  the consrmction o?~crambon 

Building FPctoly and manufacture of coachor, ' thtrem and other cognate mattars. 



2.9. What number of times each one of them visited Switzerland ? 
A. A list of officers with their designations and the number of times they 

visited Schlieren is given below :- 
-- 

Name and Designation of the Officer Number. of 
times visited 

I. Mr. K. C. Bakhle, Chief Commissioner of Railways . . 4 
2. Mr. F. C. Badhwar, Chairman, Railway Board . 4 
3. Mr. A. K. Chanda, Financial Comrnissioncr of Railways . 3 
4. Mr. R. Sadagopan, Director, Finance((Expenditurc.), Railway I 

Board. 
5. Mr. B. S. Sindhu, Deputy Chief Controllcr of Standardisation 1 

(CW), Central Standards Officc for Railways. 
6. Mr. P. C. Basu, Officer on Special Duty, Railway Board . I 
7. Mr. K. B. Rao, Dircctor Gcneral, India Store Dcpartment, 3 

London. 
8. Mr. W. G. W. Reid, Railway Adviser in 1,ondon . . . 2 
9. Mr. I). Kurnar, Special Officer of the Railway Board . 2 

- .- -- - -- 
3.  Q. What is the number of Technical Officers who were sent to 

Switzerland for training in the designing and manufacture of such coaches ? 
What was the period of their training i When was the first batch sent and 
what was the time-lag between the subsequent batches ? (Precise dates,may 
be given in each case). 

A .  Three Draftsmen from the Central Standards Office for Railways were 
sent to Switzerland for training. They left lndia on the 9th July, 1951 A.  N. 
One of them returned to India on the 26th February, 1952 and the other two 
on the 27th February, 1952. No further batch of trainees has been sent out 
so far, 



APPENDIX XXI 
Agreement with the Swiss Firm ' Schlieren ' 

I .  Q. How many months after the commencement of the agreemc nt, 
the prices were raised ? What was the last occasion when the price was 
enhanced ? 

A.  The Agreement was executed on the 28th May, 1949. The rough 
estimate of the cost of one coach shell and bogie was given as 120,ooo Swiss 
.Francs just before the Agreement was executed, i.e., in April, 1949. The  
first rise in the price was intimated by Schlieren on the 24th August, 1950, 
d.e., 15 months after the conclusion of the Agreement. The  last occasion 
;when the cost was increased is on the 19th August, 1952. A statement giving 
xhe rise in the cost from time to time is appended below :- 

-- -- m 

Date Estimated cost per coach 
-...- 

7 t h  March 1949 , . 110,ooo Sw. Frs. per unit  of coach shell and bogie. 
(Rough estimate!. 

April, 1949 . . 126,000 Sw. Frs. per unit of coach shell and bogie. 
29th December 1949 . . 100,ooo Sw. Frs. per unit of coach shell (Approxi. 

mate). 
24th August 1950 . . 135,000 SH'. Frs. per coach body shell with bogies 

(3rd Class), timber floor, windows and permanent 
fittings, draw and buffing, gear, brake and electrical 
equipment, etc.  

c6th October 1950 . . 115,000 SW. Frs. per 3rd Class unfurnished coach. 
150,000 Sw. Frs. per 3rd Class fully furnished coach 
shell. 

23rd November 1950 . . ~ j o , o o o  Su.  Frs. per 3rd Class furnished coach. 
too,ooo Sw. Frs. per 1 s t  Class furnishcd cooth.  

3rd, 18th and 19th September 143,925 S w  Frs. pcr 1st Class unfurnished coach 
1951. shell (since cancellcdj. 

138,897 Sw. Frs. per First,'Second,'Inter unfurnished 
coach shell. 

136,635 Sw. Frs. per 2nd Class unfurnished coach 
shell. 

136,999 Sw. Frs. per SecondIInter unfurnished coach 
shell. 

137,363 Sw. Frs. per Inter Class unfurnished coach 
shell. 

138,113 SW. Frs. per 3rd Class unfurnished coach 
shell. 

213,000 SW. Frs. per 3rd Class fully furnished coach 
without lighting battery. 

Proportirrnatelg higher f o r  other types of coachcs. . . 282,800 SW. Frs. per furnished 1st Class coach. 
281,800 SW. Frs. per First/Second fully furnished 

coach. 
280,800 SW. Frs. per 2nd Class fully furnished coach. 
254,650 Sw. Frs. per znd/Inter fully furnished coach. 
228,500 SW. Frs. per Inter Clans fully furnished coach. 
220,300 SW. Frs. per Inter13rd fully furnished coach. 
215,800 SW. Frs. per fully furnished 3rd class coach. . - - . ---- - 
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2, Q. Any other information that the Ministry of Railways may desire 
t o  place before the Committee in this respect. 

A. A list of Officers of the Swiss Car and Elevator Corporation Ltd., 
Schlieren-Zurich, who were on deputation in India, with their designations 
and the periods of their stay in India, is appended below :- 

Name Designation Period of stay in 
India 

--. - 
I .  Mr. W. Braem . 
2. Mr. H. Rickel . 
3. Mr. H.  Kellar . 
4. Mr. I. Cattani . 
5 .  Mr. W. Stolz . 
6. Mr. Charles Bryner . . 
7. Mr. H. Rucgg . 
8. Mr. G. Steiner . 
g. Mr. W. Braern . 

Chief Engineer . 
Group Leader . 
Qualified Engineer . . 

Do. . . . 
Do. 

Group Ixadcr . 
Chief Engineer . 

Do. 
Dy. General hlanager . 
Chief Bngincer . 



APPENDIX XXII 

Para. 27 of the Railway Audit Report-Loss sustained by the E. P- 
Railway due to non-supply of bricks by the contractors within the 

stipulated time, 
In connection with the above-mentioned audit para., the Public Accounts. 

Committee have desired to be furnished with written information on the 
following points :- 

(a) What disciplinary action has been taken against the officers responsible in this. 
case for not having safeguarded Govrrnmcnt's interests ? 

( b )  What were the reasons that the Risk I'urchase Clause, misting in the :Agree- 
ment, was not ir~vokrd? 

Dealing first with question ( b )  it may be stated that according to the 
terms of the agreement executed by the two contractors, the supplies had to 
& completed within three months of the date of execution of the agreement 
or supply of coal whichever was later. The coal was supplied to both the 
contractors by the 9th August, 1948, and, therefore, they had to complete 
the supplies by the end of November, 1948. But  in the month of October, 
1948, both the ccmtracrors represertted that since the coal had been supplied 
to them during the rainy season when brick moulding could not be done, 
the period of contract should be taken as starting from the 1st October, 1948, 
the end of the rainy season. This was considered reasonable by the hdminis- 
trmion and agreed to. Accordingly, the bricks were to be supplied by the 
antractors  by the 3Ist December, 1948. 

2. By the 31st December, 1948, the first contractor had supplied 4.14 
lakh bricks out of the contracted quantity of 10 lakhs, and the other contractor 
had supplied 3.75  lakh bricks against the contracted quantity of 15 lakh 
bricks. They were, therefore, served with a notice on the 26th January, 1949, 
to improve their arrangements for supply of bricks, or else the Risk Purchase 
Clause would be enforced. The contractors pointed out that due to heavy 
and early wintcr rains, a large numbcr of moulded bricks were destroyed. 
and, therefore, requested for extension of time limit. The then Divisional 
Engineer after his personal inspection at site of the kiln recorded a certificate 
that the contrac-tors were keen to complete the contract in time but ' Nature ' 
hampered their progress. Further, in the case of the second contractor, the 
Engineer also stated that there was scarcin. of earth as the railway land nearby 
had been reserved for the bridge workshop in October, 1948. and the earth 
that was available was all sandy, and that the contractors were making arrange- 
ments to take earth from private land. Taking all these factors and also the 
market position of supply of bricks and the cheap rate at which these two 
contractors had agreed to supply bricks, the pcriod of supply was extended 
by the Administration up to the 31st May, 1949, in the first case and the 30th 
June, 1949, in t l y  second case with the concurrence of the Financial Adviser. 

3. It  wiil thus be observed from the above that extensions were gmnted 
to the contractors on valid grounds. Now the question is whether we could 
have successfully enforced the Risk Purchase Claux and retrieved the SO- 
called loss through a court of law or otherwise, while there were valid grounds 
for extension of the contra? beyond the 3rst December, 19 e 
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opinion of the Railway Ministry, if the Risk Purchase Clause had been in-. 
voked, it is extremely problematical whether the loss incurred thereby could" 
have been recovered through a court of law and the net result would have been 
heavy legal expenses. 

4. In fact, it is relevant to mention that the question of Risk Purchase 
Clause was actually considered by the Divis~onal Superintendmt and he  
ordered thc purchase at contractors' cost on the I ~ t h  Auwst, 1949. Before,. 
however, the purchase arrangements could be proceeded with, the directive 
of the Railway Board regarding economy c~mpaign was received by the 
Divisional Superintendent on the 29th August, 1949, and the id- of risk pur- 
chase was accordingly dropped. Thus, on the termination of the contract, no  
Risk Purchase was, in fact, made as the need for bricks had disappeared: 
owing to the economy campaign. 

In the circumstances explained above, it will be appreciated that there 
has been no failure on the part of'the officers of the Administration in safe- 
guarding Government's interests and the question of disciplinary actiorl,. 
therefim, does not arise. 



APPENDIX XXIII 

Para. 28 of Railway Audit Report, 1951-Chittaranjan Loco- 
motive Works-Review of Stores Accounts 

In connection with the above-mentioned audit para., the Public Accounts 
, + b m i t t e e  have called for the following information :- 

" What is the latest position ? What is the excuse for grossly mis- 
managing the maintenance of Stores Accounts ? " 

It  is unfortunate that the Stores Accounts of the Chittaranjan Locomo- 
tive Project were not properly maintained at the initial stages. This was, 
however, in a large measure due to the peculiar circumstances under which 
the project was started in January, 1948, on the abandonment of the Kanchra- 
para Project in the wake of Partition. The office of the Chittaranjan LOCO- 
motive Project started functioning at Asansol and immediately materials 
began to pour in at Chittaranjan in train loads especially from the abandoned 
project at Kanchrapara. A neat  deal of difficulty was experienced in attraa- 
ing necessary staff for the project, and particularly trained staff. Immediately 
following the partition, there was a large-scale reshuffling of staff on all 
Railways particularly thc border railways, like (,x-East Indian Railway. Hur- 
ther due to implementation of Central Pay Commission's recommendations at 
that time the volume of work increased considerably on the Railways, for 
which suffic~ent number of trained staff were not available even to the Railway 
Administrations Consequently neither ' the executive nor the Accounts 
Departments of the Chittaranjan Locomotive Project could secure the services 
of adequate nu'mber of trained staff at the initial stages to cope with the rush 
of work. 

2. The stores received for the project were first accounted for by the 
Executive under ' Materials-at-site ' Account which is the usual practice for 
a project. But as this method of dealing with the stores was found to be un- 
satisfactory for this particular project in view of the very large volume and 
variety of stores handled. it was decided in April, 1948 that the depot system 
of stores recounting should be adopted, whereby the stores will remain in the 
custody of a separate Stores Depanment till the Stores are actually issued 
for use on the works. This procedure was introduced in June, 1948, and 
priced ledgers were opened for all items of stores covering the transactions of 
receipts and issues from the commencement. The Stores Depanment 
found it difficult to prepare initial documents for tht large receipts of stores 
and consequently the postings in the priced ledgers fell into arrears. New 
set of priced ledgers were, therefore, opened from April, 1949, adopting the 
depot quantity balances so tkt reliable eccounts could be maintained of all 
subsequent transactions. 

3. The latest position in regard to the Stores Accounts at the Chittaran- 
jan Locomotive Works is that the work is more or less current. The priced 
ledgers opened from April, 1949, have been reconciled with the Depot Numeri- 
cal ledgers and also with the general books up to 3 1 s  March 1951 and the 
small differences noticed are u ~ d e r  scrutiny with a view to final adjustmsnt. 



Most of the priced ledgers which number about xo,ooo (& agair& 2,200 
opened in April, 1949, as shown in the Audit Para. ) have been reviewed. 
Stock verification of stores is being done regularly. 

4. There are still arrears in the clearance of the suspense balances per- 
taining to Stores Accounts of the Chittaranjan Locomotive Works. At the 
instance of the Railway Board, a Senior Accounts Officer has been placed 
on Special duty to clear the suspense balances relating to the period prior t o  
31st March 1949 and other arrears as quickly as possible. The Board very 
much regret the unsatisfactory state of Stores Accounts in the Chhtaranjan 
Locomotive Works and they are fully conscious oi'rhe deficiencies which are 
yet to be set right. The one redeeming feature of this unsatisfactory state 
of affairs is that up till now no physical loss of stores has actually been brought 
to light as a result of investigations so far carried out by Audit and the Ac- 
counts Officer on special duty. 



APPENDIX XXIV 
&Para. 31 of the Railway Audit Report, 1951-M. & S. M.-Avoidable 

expenditure incurred in the purchase of green gram. 

The Public Accounts Committee have desired to be furnished with 
.+written information on the following points in connection with the above- 
mentioned audit para. :- 

(a' Why no machinen was providcd hy thc Railway Adn~inistration to  keep thcm- 
selves in touch with the  markc1 ? 

( h  W611r 3:tion hn\ h:cn takcn h\. rhc Rail~vap Hoard to prctcnt thc rccurrrncc of 
such cases ? 

The Railway Administration was required according to the rules in force 
to keep in touch with local market conditions. and in the particular case the 
Assistant Controller should have ascertained the market rates before agreeing 
to extend the date of delivery. The Kailwa!. Ihard haw since issued ins- 
tructions to all the Railway Administrations directing them to take steps 
to obtain weekly reports of the wholesale and retail prices of the various 
grainshop commodities from supplying and consuming centres on the railways 

+through their grainshop Inspectors and hianagers, and that these repons 
.should be regularly stuched by the Grainshop Officers. Thc Railway Board 
trust that the cases of the kind mentioned in thc audit para will nut recur. 



APPENDIX XXV 

Para. 33 of the Railway Audit Report, 1950-51-South Indian Railway 
-Economy effected in expenditure on handling of goods at stations. 

The Public Accounts Committee desire to be furnished with written 
information on the following point in connection with the above-mentioned 
.audit para. :- 

' What has been the experience of the employment of contract labour 
on certain stations of the S. I. Railway ?' 

The Board are advised that the experiment with contract labour was 
tried at Palghat in rgqg and later in 1950 at Trichinopoly and Salem Market 
transhipment sheds, partly on grounds of economy but mainly to improve 
the availability of labour and thereby increase the out-turn of work in these 
sheds which were proving bottlenecks. The experiment proved satisfactory 
inasmuch as the turnover at these sheds improved and the average cost per 
ton handled was less. 

2. The Board are, however, convinced that it would not be economical 
in the long run to have such work dune by contract labour in view of the fact 
that the railway administrations will have no direct control over such labour, 
and that fact alope would constitute a source of' inefficiency and trouble in the 
long run. 

3. It may be explained that the contract system tvhereiw it exists has, 
.however, been allowed to continue for the present, but with a view to en- 
suring that such labour is being treated fiirly, a draft standard agreement 1s 
under formulation providing for the payment of a fair wage, compliance with 
the Hours of Employment Regulations an3 the Palment of Wages Act, pro- 
vision of rest centres. medical aid, etc. As soon as thii standard agreement 
is adopted, the apparent economy of' the contract system r i s -~ -v i s  depart- 
mental work might disappear. 

4. Above all, employment of departmental labour in preference to con- 
uract labour is justhe3 on grounds of " txtter deal to labour ", as a mana 
of Government's policy. 



APPENDIX XXVI 
Para. 40 of the RailCay Audit Report, 1951-Heavy station outstandinge, 

With reference to the audit para. mentioned above, the Public Accounts 
Committee have desired to be furnished with written information as to what 
action has been taken to recover over Rs, 18 lakhs due from the Station Staff 
on account of admitted debits. Out of Rs. 18 lakhs given in the audit para. 
as outstanding on 31st March, rg50, about Rs. 6 lakhs have already been re- 
covered so that the latest position of outstanding admitted debits is about 
Rs. 12 lakhs only. In this connection, the Board would like to observe that 
in view of the limitations of the total amount that can be realised monthly 
from the salaries of individual staff due to the operation of the Payment of- 
Wages Act, there is bound to be some delay in the realisation of the full amount. 
According to the information furnished by the Railways, there has not been. 
up till now any occasion for any considerable outstandings due from the staff; 
being written off at all. 



APPENDIX XXVII 

Para qz of the Railway Audit Report, 1951-inadequacy of rent 
realised for railway quarters. 

In connection with the above-mentioned audit para. the Public Accounts 
Committee desired to be furnished with written information on the following 
point :- 

"At what stage is the question ofche examination of the revision of the Government 
Railway Rent Rules so as to improve the yield on the capitalinvested on the 
c y t e n  of the railway staff ) When d l  the Railway Board e x r p t  to  take a 

ecision in the matter ? 

2. As stated in the above audit paragraph, the question of improving 
the yield on the capital cost of the quarters has been engaging the attention of 
the Railway Board since 1941, but due to the intervention of the war, the 
consideration of the question was kept pending till the cessation of the war. 
After the war was over, the condition was in no way opportune for taking 
up the revision of rent rules. However, in August, 1950, Railway Adminis- 
trations weR asked to undertake a review of the revision of the assessed 
rent of quarters to ensure a rctum of 4 per cent. on the total capital cost. The 
Railway Administrations in their review have stated that it is not possible 
to realise a return of 4 per cent. on the capital employed on quarters for staff 
recently constructed either for subordinate employees or for officers in view 
mainly of the following factors :- 

( i )  High cost of the quarters in various categories ; and 
(it? the relatively low recoveries from staff to whom these quareer 

are alkable.  

It may be mentioned that Railway Administrations were never able to realise 
the 4 per cent. return on the capital cost of bungalows and subordinate quarters 
cven in the pre-war periods. A significant incrcase in the return would appear 
possible only if the limit of 10 per cent. of the employees' emoluments is 
raised subtantially, span from the fact that 10 per cent. limit is common to 
all Government Departments, except the Defence, where the existing per- 
antage is even lower. This will of. course require careful &nation in all 
its aspects and panicularly with regard to labour relations. 

3 .  Moreover, as the Public Accounts Committee are no doubt aware, Gov- 
ernment have set up a Committee to recommend what percentage of Dearness 
Allowance should bc treated its pay for all purposes. The recommenLiations 
of the Conunirtee and the Cictvement's orders thereon will have a beaxing 
on this problem which will, therefore. need reexamination in the light of 
t hcse. 



APPENDIX XXVIII 

P m .  43 of the Railwpy Audit Report, 1951-Di~posaI of Ins- 
pection Reports and Audit Objections. 

In connection with the above-mentioned audit para. the Public Accounts 
Committee desired to be furnished with written information on the following 
points :- 

(a) What action has been taken by the Railway Board for the expeditious disposal 
of these objections in  the light of recommendations made by the Committee 
i n  para. 38, page 26 of their First Report, 1951-52 ? 

(b) What special steps, if any, Railway Board contemplated to  take to clear off the 
outstanding objections amounting to Rs. 55.77  lakhs, of which more than 
half relate to  1948-49 and earlier years. 

As regards (a) ,  instructions have already been issued to the Railway 
Administrations drawing their particular attention to the Public Accounts 
C o d n e e ' s  recommendation in the matter (vide their let te~ No. 32-B-2498 
Pt. 21 dated the 9th July 1952, copy forwarded to Parliament Secretariat 
under Board's letter No. 52-B-2498 dated the 22nd August 1952.) The 
Board have specially directed the Railwaj3 that administrative officers, in the 
course of inspection of subordinate offices, should make it a point to enquire 
about the disposal of Audit notes and Audit Inspection Reports and take 
action on the spot in cases of inordinate delays coming to their notice. Further 
the F. A. & C. A. 0s.  have also been asked to watch the dispo.wl of audit 
objections through monthly and periodical progress reports submitted by 
branches. In order to ensure that these instrudons are followed by the 
Railway Administrations and tangible results are being achieved, the 
Railway Board have also laid down that a half-yearly repon on the disposal 
of Audit notes and Inspection Reports should be submitted to them. 

As regards (b), the latest position is that out of Rs. 55.77 lakhs reported 
in the audit paragraph objections amounting to Rs. 7-72 lakhs only remain 
to be cleared. 



APPENDIX XXIX 
Para,lq of the Railway Audit Report, 1951-Delay in preparation 

of compktion reports. 

In connection with the above-mentioned paragraph, the Public Accounts 
Committee have desired to be furnished with written information as to what 
measures the Railway Board intend to adopt to ensure the early submission of 
the completion reports, especially on the ex-E.I. Railway, where there were 
over one thousand works costing Rs. 18-65 crores whose completion reports 
have yet to be submitted. The  Railway Board have been impressing 
on the Railways from time to time the necessity for avoiding the delay in the 
preparation of final completion reports and instructions were last issued to 
the Railway Administrations in April, 1952, a copy of which is enclosed.* 
As a result of Board's directive out of 2,716 completion reports given in the 
Audit para. as outstanding on 3 I st March 195 I ,  I ,309 have since been disposed 
of. The Railway Board are pursuing further with the Railway Administrations 
to finalise the remaining completion reports as expeditiously as possible. 

2. As regards the position on the ex-E. I. Railway, out of a total of over 
r,om works, about 228 works pertained to the workshop accounts office, 
Kancharapara and Sealdah Division of the ex-B.A. Railway. In all these 
cases work was starred prior to the partitioning of the country. Due to non- 
closing of pre-partition accounts and also for the reason that complete 
records pertaining to these works were not forthcoming, as these had been 
taken away by the E. B. Railway (Pakistan) to Chittagong at the time of 
partition, the completion reports could not be finalised. However, these 
works are being finatised on the basis of such information as is available in the 
subsidiary regimers and in executive offices of the PX-E. I. Railway. As a 
rault of sustained efforts, the position on the ex-E. I. Railway as on 31st 
March 1952 is that only 501 completion reports are still outstanding out of 
the 1.oo5 works reported in the audit para. 
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Copy of Railway Board's letter No, 52/W/29 dated 18th April 1952 
to all Indian Railways, 

SUB] ECT :-Cioiirg of ACCOU~LS and preparation of Completion Reports. 

The Railway Board observe that Railway Administrations take ct nsi- 
derable time in the preparation of 'Completion Reports' mainly due to non- 
adjustment of outstanding debits and credits within three months of the date 
of completion of the work, resulting in undue delay in the closing of accounts. 
The Board, therefore, desire to stress the need for closing the accounts and 
preparation of Completion Reports within the time stipulated in paras. 1807 
and 1809 of the Indian Government Railway Code for the Engineering 
Department. In this connection, attention is also invited to Railway 
doard's letter No. 1444-W dated 10th February 1936 and 10th April, 1937 
(copies enclosed). 

Please acknowledge ieceipt. 

C ~ p y  of Railway B~ard 's  letter No. 1444-W dated the 10th February. 1936. to the 
Agents. Assam Bengal Railway, Bengal Nagpur Railway. BB & CI  Railway Burma RaH- 
ways, Bengal and North Western Railway, Eastern Bengal Railway, E.I.Railway. G.I.P. 
Railway, N.W. Railway. M. & S.M. Railway, Rohilkund and Kumaon Railway. S.I. Rail- 
way and H.E.H. the N. S. Railway. and the Manager, Jodhpur Radway, copy to the C.A.O. 
N.W.. E.I., E.B., G.I.P. and Burma Railways, Controller of Railway Accounts and Director 
of Railway Audit. 

I am directed to bring to your notice that the Public Accounts Committee have re- 
cently had occasion to comment on the very large number of items of unsanctioned expen- 
diture on Railways several of which have been outstanding over a period of years, and have 
enquired whether steps cannot be taken to assure a speedier regularisation of such ex- 
penditure. 

2. The Railway Board 0 b 9 e ~ e  that in the case of a large number of these items the 
expenditure is held under objection owing to the delay in the preparation of final completion 
reports for the works and that the delay is not confined to cases of new projects or large 
open line works but relates also to works of comparatively small magnitude. - 

3. I am, therefore, to request that necessary steps may be taken to impress on all de- 
partments the desirability of closing the accounts of individual works as soon as possible 
after completion. and preparing a final completion report immediately thereafter, for sanc- 
tion by competent authority. 

4. In t h ~ s  connection, I am to invite your attention to paragraphs 159 and 178 of the 
State Railway Code for the Engineering Departmenr and to suggest that ate e may be 
taken to avoid delays in the dis osal of surplus and released materials, to whichP delays in 
the preparation of Completion Repons are andbutable in the majority of cases. I am also 
to request that timely action may be taken for the settlement of other questions such as tho= 
of  allocations and junction arrangements, etc. 



Copy of Railway Board's letter No. 14 W dated the 10th April, 1937 to the  Agents, 
A.B., B.N., BB & CI, B. & N.W., E.B., F%, G.I.P., N.W., M. & S.M., Roh~lkund and 
Kumaon, S.I., N.S. Railways, the Mana er, Jodhpur Railway, copy to the C.A.08. 
N.W. .  E.I.. E.B. and G.I.P. Railways, ?ontroller of Railway Accounts and Director e l  
Railway Audit. 

SUBJECT :-Completion Reports 

In continuation of this office circular letter No. 1444-W, dated the 10th February, 1936 
on the subject noted above, I am directed to say that the attention of the Public Accounts 
Committee was drawn to a number of instances of works expenditure held under audit 
objection for want of sanction pending the submission of completion reports. They view 
with grave concern the dilatoriness in preparing the completion reports and have requested 
Government to remedy the present unsatisfactory state of affairs in this regard. 

2. On an examination of the question, the Railway Board understand that the main 
cause of delay in the preparation of completion reports is with res ect to the adjustment 
of credits for released materials as the present practice is to wait Ar  their actual disposal 
before closing the accounts of the works. T o  avoid delay. the Railway Board desire that the 
works concerned should be afforded credit on the value of released materials on the basis 
of estimates by the Stores Department, in consultation with the Engineer Officers. 

3. In this connection. I am also to invite your attention to paragraph 305 of the State 
Railway code for the Engineering Department, and to suggest that the procedure outlined 
in that paragraph should be adopted when there is a dispute between the contractor and the 
railway. That is if the contractor's claim is not finally settled within a reasonable time, 
whatever the railway considers as le~itimately due to the contractor should be adjusted by 
debit to the work and credit to 'Deposits' and the account of the work finally closed. When 
the contractor is subsequently paid finally and the amount paid to him differs from that in 
credit in 'Deposits', necessary adjustments should be made by opening the accounts of the 
work and preparing a revised completion report. The Railway Board trust that rhe adop- 
tion of this procedure will result in completion reports being submitted much earlier than is 
the case at present. 
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Para. 45 of the Railway Audit Report, 1951-Efficiency of Internal 
Check. 

In connection with the above-mentioned audit para. the Public Accounts 
Committee desired to be furnished with information on the following points:- 

(a)  What steps were taken by the Railway Administrations to  overtake the arrears 
and remove the defects in internal check as recommended in  para. 68 of 
the Report of the Public Accounts Committee, 1950-51 ? 

(b) What action have Railway Board taken towards the removal of the arrears 
In internal check and to place the whole matter on a satisfactory footing ? 

2. A detailed memorandum on the particular recommendations of the 
Public Accounts Committee was furnished and this has been printed as Ap- 
pendix XI to Committee's Second Report on the Accounts of 1948-49, at 
pp. 89 and go. It will be observed therefrom that the Railway Admini- 
strauons are required to take stock of the position of arrears half-yearly at the 
end of June and December and also submit them to the Railway Board. 
These half-yearly reports are being regularly received in the Board's office 
and special points connected therewith are taken up with the Railway 
Administrations and also pursued by F. C. of Railways and other officers of 
the Board during their periodical visits to the Railway Accounts offices. 

3. The arrears in internal check in the accounts offices were originally 
caused by considerable increase in the volurne'of work on the one hand, due 
to increase in traffic, the implementation of C.P.C's recommendations, Ad- 
judicators' Award, etc. and on the other, by dilution of trained staff. As the 
Public Accounts Committee are aware, training classes have been started on 
the various Railways for the benefit of the staff, by deputing cxperienmd ac- 
countants for giving lectures followed by intensive training in the practical 
working of the various branches of Railway accounting. These measures 
are yielding results and it is hoped that before long the arrears in Accounts 
offices would be pulled up considerably. 
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Note on the pricing of boilers under order with TELCO. 

In para, 20 of the report on the accounts of 1948-49, the Public Accounts 
Committee have desired that a note outlining the agreements agreed upon with 
the TELCO in regard to the question of payment of fixed prices of b~i len  
during the period 'C' already starred should be settled with TELCO, as it 
was apprehended that disputes might arise later. The Committee have also 
suggested that the provisional payments made in respect of periods 'A' and 
'B' should also be finalised urgently, and it should be specifically stated 
whether any payment by way of subsidy had been made to the TELCO 
during the periods 'A' and 'B'. 

2. The Financial Commissioner for Railways gave the Committee an 
assurance that this matter had been taken up with the Tatas at a high level and 
it was proposed to hold discussions with the finn in the near future vide para. 
50 (b) of the proceedings of the meeting of the Public Accounts Committee, 
held on 27th September 1951. Accordingly, a meeting was held between 
the Railway Board and the Chairman and Directors,Tata Locomotive & 
Engineering Co. Ltd., on the 7th, 8th and 10th December 1951 and a further 
meeting between the Minister of Railways and the Railway Board and the 
Chairman and Directors of Tata Locomotive & Engineering Co. Ltd., on the 
11th December 1951. The question of the pricing of boilers in period 'C' 
(after 1st January 1949) including the enforcement of the clause regarding 
delays in supplies with reference to production targets provided in the 
agreement was discussed, and it was agreed that, in view of the f a a  that the 
production of boilers at TELCO had not reached the level of roo boilers per 
annum, the commencement of period 'C' as on 1st January 1949 (as pre- 
viously agreed) should be cancelled. It was also agreed to extend the 
developmental period 'B' till such time as production was fully established. 
For the determination of the commencement of period 'C', it was agreed that 
after TELCO had established production at the rate of 8 boilers per month 
and maintained that rate for 2 consecutive months, the Railway Board would 
send out their representatives to satisfy themselves that the level of 
production of roo boilers per annum had been planned to be and would 
be maintained wherefrom, nriod 'C' would commence. TELCO expected 
to reach the target of roo boilers a year by December 1952. The prices 
of boilers for period 'C' would, therefore, be. decided before the date of 
commencement of this period is determined, on the basis of the above 
agreement. 

Under the above arrangement, no profits would acave on the produc- 
tion of boilers, till full production is established, as stated above. Thus 
during periods 'A' and 'B', the prices for boilers delivered would be the 
actual cost of production and would be paid on the following basis :- 

FAt the rate of Rs. one lakh for a Y.B. boiler and the difference between 
the actual cost of production and one lakh would be carried to the "Boiler 
Development Account". For; other types of boilers, payment would be 
made in the same manner at a rate which tiemis the same proportion to the 
actual cost as Rs. one lakh bears to the actual cost of production by TELCO 



of a Y.B. boiler. The amount in the "Boiler Development Account" 
would be included in the cost of production in a number of instalmeno to be 
mutually agreed upon. The amount at the credit of the "Boiler Develop- 
ment Account" will remain the liability of Government to the Company.' 

In view of the above agreement, the question arose as to how the amount of 
approximately Rs. 7 lakhs, which was included by TELCO in their accounts 
for the years 1949-50 and 1950-51 as profits, in respect of boiler production, 
should be dealt with, and after due consideration, it was decided by the Go- 
vernment of India to allow that profit already included in the published 
accounts of the Company to stand. 

3. The cost-check of boilxs that have been and will be produced in 
periods 'A' and 'B' is under way according to agreemerits reached and referred 
to in para. 2 above. There w3:, however, certain outstanding points relating 
to the a d  implementation of the above agreements which required to be 
settled at a further meaing with TELCO. Accordingly, a meeting was held 
on the 22nd and ~ 3 r d  July 1952 at Tatanagar between the representatives 
of the Raiiway Board (Director of Finance and Finar cia1 Adviser & Chief 
Accounts Officer, Chittaranjan Locomotive Works) and of TELCO's Ac- 
counts Department and many of the points were settled. There still remain 
a few ou~standing points the settlement of which is under negotiation with 
TELCO. After agrecments are reached on these outstanding points also, the 
pa)ments made provisionally during periods 'A' and 'B', will be ftnalised. 

4. As regards the point whether any payment by way of "subsidy" had 
been ma& to Messrs. TELCO during the periods 'A' and 'B' the position 
briefly is as follows :- 

'At the meeting of the Public Accounts Committee held on the 27th Sep- 
tember, I g5 I., the Financial Commissioner, Railways, informed the Commit- 
tee that the Railway Board could work out this figure of subsidy by calculat- 
ing the difference between the "landed" cost of imported boilers and the 
amount paid to the firm. 

The number of completed boilers so fir billed for by TELCO is 146 
(94 SGS and 52 YB). No imports of these types were made during the con- 
temporaneous pxiod, but on the basis of quotations against 1952-53 pro- 
gramme the landed cost, inclusive of customs duty, works out to Rs. 68,903 
for SGS and Rs. 77!100 for YB. A total payment of about Rs. 146 lakhs 
has been made provisionally against TELCO's claims in respect of these boilers 
and there is a further claim of about Rs. 65 lakhs to be settled. Certain 
items included in TELCO's cost of production are under dispute, and it is 
likely that a portion of the total claim map not ultimately be admitted. Till 
an agreement is reached on matters under dispute, it is not possible to pve  
a firm figure of'the subsidy in respect of the 146 boilers. 

As soon as the accounts for Periods 'A' and 'B' are finaiised, as a result of 
further discussions with TELCO, which have ken scheduled for early next 
month, a firm figure duly verified by the Director of Railway Audit, will be 
submitted to the Public Accounts Committee. 

This has the concurrence of the Director, Railway Audit. 
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Para 27 of Railway Audit Rep0l.r-Loss sustained by the E. P. Railt 
way due to non-supply of bricks by the contractors within 

the stipulated time. 
In connection with the above-mentioned Audit Para, the Sub-Committee 

of the Public Accounts Committee desued to be furnished with further informa- 
tion on the following points: - 

(i) Why was not the certificatc that ''no loss on account of late delivery of materid 
w o a d  be sustained" as re uired to be,obtained under the rules from the 
indenting oRlccrs recorde% by the D m m ~ a l  Superintendent a t the  time 
of ordering repurchase of brlcks at an additional cost of about Rs. 24,439 ? 

(i i)  What was the justification for the grant of extension of time after the repurchase- 
had been made at a cost of about Rs,. 24,439 which had ultimately resulted in s 
108s to the Railway Admrn~stratlon ? 

2. As regards item (i), the relevant rule governing cases of granting ex- - 
tension of delivery dates is quoted below for information :- 

Para. 445 -Chapter I V of State Railway Code for the Stores Deparrment. 
"Extm'on of Delivery Dates. -These may be sanctioned at the discretion of the autho- 

rity which signed the orig~nal contract provided- 
( a )  that the rate in the contract was not accepted against other lower tenden b. 

consideration of the date of dellvery ; 
( b )  that he is satisfied that the delays will not cause loss s r  damage, or in case of 

special purchases, the lndentlng party certifies that no loss on accountof 
late delivery would be sustained ; and 

( 6 )  that in any case which does not satisfy any of both of the above conditions. such, 
sanction shall be given only In consultation with h ~ s  F lnancd  Adviser and 
after taking legal advice, if necessary". 

3. The two contractors with whom contracts were entered into for supply 
of bricks were the lowest tenderem. As already stated in a previous note 
circulated to the Committee, the concurrence of the Finance Officer was ob- 
tained before giving extension of time-limit. It is, however, admined 
that the certificate of 'no loss on account of late delivery' was not spedfically 
recorded in the note because of the understanding that all extensions to a g r e  
ments and contracts can be granted only on a careful appraisal of the existing 
and anticipated circumstances, as far as theyecan be reasonably forestalled, 
that such extensions will not result in any loss to the Railway Administration. 
The &tension granted in this case Was no exfx~tion to this general principle 
followed by the Railway. However, the Railway Admki~mtions are be*g 
advised that in all cases of estension of delivery dates this certificate should 
be specifically inserted. 

4. AS regartis item ( i i ) ,  contraas for supply of bricks are arranged at 
different 'atres on the basis of estimated annual requirements f ir  stock in 
the first instan'%, and not necessaril~ alwys for specific works. Subsequent- 
ly, the bricks arc issued from stock as and when requirements arise for specific 
works in the neighbouring locdues. One of Such centres was at Ferozepur 
Station. There two ~qnt raas  existed for Supply of 20 I& bricks at 
rate of Rs. 38 per thousand. Owing t i  Slow progress of supplies at Jullundur 
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*Centre by rhe two contractors refened to in the Audit Para. under circums- 
tances beyond their control, some bricks were diverted from Ferozepur 
Centre in February and March, 1949, so as to ensure completion of the works 
.in Jullundur Area before the close of the financial year and incidentally 
to avoid lapse of funds. The stocks at Ferozepur were inten&d to be 
replenished on receipt of supplies from the Jullundur contractors who were 
given extension so as to take advantage of their comparatively much lower 
rates and subsequent to the transfer of bricks from Ferozepur to Jullundur in 
February ,1949, as mentioned in the Audit Para. about 258,000 bricks were 

.actually supplid by the contractors at Jullundur. 
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Paragraph 28 of the Railway Audit Report, 1951- Chittaranjan 
Locomotive Works-Review of Stores Accounts. 

In connection with the above noted Audit para. the Public Accounts 
Committee have desired to be furnished with further infonnation as follows : 

"A revised note stating the precise osition in regard to the Stores Accounts at the 
Chlttannjan locomotive w o r t s  should be submitted. u the position as 
stated by the Railway Board presected a general statement and did not indicate 
the value of stores not chccked. 

2 .  The circumstances under which the Stores Accounts of the Chit- 
taranjan Locomotive Works could not be properly maintained at the iniual 
stages had already been detailed in the earlier note submitted to the PuMic 
Accounts Committee along with the Railway Board's Memo. No. 52-Eqg8 
dated 24/9/52, addressed to the Parliament Secretariat. Briefly stated, 
$he contributory causes leading to this unfortunate confusion in accounts were: 

( i )  Lack of trained staff both in the Executive and Accounts Offices 
of the Project, which was taken in hand almost immediately 
after the partition ; 

(ii) Non-enforcement of the correct procedure from the very begin- 
ning ; 

(iii) On rush of materials from the abandoned b c h r a p a r a  Locomo- 
tive Project to Chinaranjan being too great for the staff there 
to handle ; 

(iv) Debits for the stores supplied not being received from the suppliers 
either in time or wi necessary details to enable the accounts 
being maintained #operly, etc. 

3. The  precise position of the Stores Accounts at Chittaranjan Locomo- 
tive Works as now required by the Public Accounts Committee is indicated 
in the following paragraphs. 

From January, 1948, when the Project was started, up to June, 1948, 
stores were accounted for according to the 'hlaterials-at-site account' system. 
Under this system, only one set of control cards was maintained, namely, 
numerical cards by the Executive. It was shortly found that in a Project 
of the slze and magnitude of Chittaranjan Locomotive Works, this system 
was unsuitable and it Has replaced by 'Depot Stores Accounting' system, 
under which two sets of contrd cards were mamtained, viz., numerical ledgers 
by the Executive, and priced ledgers by the Accounts. The priced ledgers 
were opened by the Accounts Department in June, 1948, with retrospective 
effect from January, 1948, from the records then available. The transac- 
tions were priced at approximate rates then available and the total W c e s  
thus arrived at were compared wlth the stores balances at end of March 1949 
appearing in the financial books of the Railway. This comparison disclcsed 
that the stores balances as per the financial books of the Railway were more 
than the priced ledger balances by Rs. 2,09,836. 

4. As the initial records from which the Accounts ledgers had to be posted 
.could not all be collected reachly, there was, to start with, a discrepancy 
between the depot ledgers and the priced ledgers. Subsequently as the receipt 
and issue vouchers were not prepared systematically and sent regularly by 
the depot office to the Accounts Office, this discrepancy becsmc worse, so 
much so thet by 31-3-1949, the Accounts Department ledgers had kcome 
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undependable and had to be scrapped and a new set of ledgers was opened from 
1st April, 1949, adopting the depot card balances. These balances were 
priced at the latest purchase rates or the rates at which debits were received 
from the E.I. Railway and as a result of this valuation, the total balance of the 
priced ledgers came to Rs. 36,67,41~-4-0 as against Rs. 24,64943-14-0 in 
the general books, or an excess of Rs. 1z,o3,171-6-0, which has been kept as 
a credit under the Suspense head "Stock Adjustment Account". When 
the new set of priced ledgers was started with the depot card balances, these 
balances had not been tallied with the actual ground balances in the depot 
by physical verification. An extensive stock-verification was, therefore, 
taken in hand and completed by 31st Uarch, 1951. This verification re- 
vealed that the actual ground balances exceeded the depot card balances, 
which balances, as already stated, were also taken in the priced ledgers, by 
about Rs. 15 lakhs. This amount also was taken in the Stores Accounts 
by credit to the Suspense head 'Stock Adjustment Account'. Thus, for the 
transactions up to 31/3/1949, both the depot ledgers and the priced ledgers 
were rectified through revaluation and stock verification, and in this process, 
adjustments were made to the Suspense head 'Stock Adjustment Account' 
as summarised below :- 

Rs. 
(In lakhs) 

On account of revaluation . . . .  Cr . 12 

On account of stock-verification . . . Cr. 1 5  
Miscellaneous discrepancies including discrepancy in the re- 
conciliation between the priced ledgers and depot ledgers. . Dr. 2 

- - - - 
Net Credit to Stock Adjustment Account . 25 -----  
5. Similarly, there was considerable confusion in other Suspense Ac- 

counts also, which are operated upon in Stores Accounts, as detailed below :- 
Purchases : This head is credited on receipt of' stores in the depot, and 

debited on making cash palments or on adjusting the debits received in con- 
nection with the supplies made by the I. & S. Depament  or other Railways. 
As already stated, prior to 31-2-1949, debits were received neither promptly 
nor in sufficient details tc enable the Purchase Register being posted separately 
for each transaction. Lump sum amounts were, therefore, posted in the 
register both under debit and credit columns, and these remained unlinked 
pending the receipt of full particulars. The magnitude of the unlinked 
debit and credit items was as follows :- 

Debit . 1 .  . Rs. 1 , ~ . 4 1 , 0 1 0  
Credit . . Rs. 1.34~33.863 

Srores in Transit : 'This Suspense head is operated upon for materials 
inspected at the central depot before reaching the stocking depot. The 
unlinked debits and credits under this head were as follows :- 

Debit . . Rs. 2,64.662 
Credit . , Rs. 1.02,850 

Miscelheous Advances (Capital) : This Suspcn$e head is operated upon 
for advances made to suppliers and for accounting thc cost of stores issued to. 
fabricators. The unlinked debirs and credits under this head were as follows : - 

Debit . . Ks. 60,91,320 
Cred~t . . Re. 20,41,371 



6. If the Stores Accounts at Chittaranjan Locomotive Works had been 
maintained properly up to 31/3/1949, the balances under the Suspense heads 
mentioned above would not have been as heavy as indicated in the preceding 
paragraph. The existence of these heavy balances only shows that linking 
of debits and credits which is the funaion of the Stores Accounts Branch was 
not carried out, partly due to dcfeaive procedure and partly to slackness on 
the pan of the staff, including supervisory staff. However, at the instance 
of the Railway Board, a Senior Accounts Officer was placed on special duty 
to clear the Suspense balances relating to the period up to 3 1/31 1 949 and other 
arrears as quickly as possible. As a result of his efforts, some progress has 
been made in this direction and the present position of the above-mentioned 
Suspense heads is indicated below : 
- ---- - - .- - - 

Previous Clearance Balance 
position made up still 
as indica- to Sept, outstand- 

Suspense Head ted 1952 ing and 
above under 

investiga- 
t ion 

(In lakhs; (In lakhs) (In lakhs) 

Rs. Rs. Rs. 
Stock Adlustment Account . 25.00 6.00 1 g . m  
~urchases . . Dr. 194'00 103.00 91.00 

Cr. 134.00 67.00 67-00  
Stores ~n transit . . Dr. 2.64 2.15 0 .49  

Cr. 1 .02  0.92 0 . 1 0  

M~scellancous Advances (Capital) . . Dr. 60.91 53'71 7-20 
Cr. 20'41 20'23 0 . 1 8  

7. From the above it will be seen that appreciable clearances have been 
made under the Suspense heads 'Stores in Transit' and 'Miscellaneous 
Advances (Capital)' ; while the progress so far made under the other nvc, 
heads, namely, Stock Adjustment Account and Purchases, is not so satis- 
factory. The Chittaranjan Locomotive Works Administration have, how- 
ever, taken steps for expeditmg the clearance of the outstandings under 
these two heads and the Railway Board are carefully watching the position. 
T h e  outstandings under 'Purchases' are cleared by linking the debit and 
credit items. When this procesh 1s completed, it is likely that we shall be 
left with a net debit balance of Ks. 23.82 lakhs which indicates bad and in- 
efficient accounting, because, if the Purchase Account is maintained properly, 
,there should always be a net credit balance. It is, however, likely that 
receipts of stores which should have passed tfiough the Purchase Account by 
credit to this Account were not accounted for in the normal manner but came 
into the priced ledgers through stock-verification results and were cred~ted to 
the Stock Adjustment Account instead of Purchases. 

8. As regards the maintenance of Stores Acmunts with effect fmm 
1/4/1949, the position is more satisfactory. Receipt and issue vouchers 
have been and are being received regularly from the depot offices and these 
are also being posted in the priced ledgers. Stock-verification of stores is 
being done regularly. The priced ledger cards have been reviewed and the 
priced ledger balances have been reconciled both with the numerical lodgers 
and also with the general books up to ~ I / ~ ( I ~ s I .  A detailed statanent is 
appended below for the information of the P.A.C. showing the exact poistion 
as on 1/8/1gp in regard to each item of work dealt with m the Stores Accounts. 
Branch relating to the period subsequent to 1/4/19.19. 
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STORES ACCOUNTS OF THE C.I,.W. 

STATEMENT COMPARING THE POSITION OP WORK AS ON IST AUGUST, 1952 WITH THAT OW 
3IW M R C H ,  I949 

------- - 

S. Nib. Items of work Position on 31-3-1949 Latest position 

r Posting of Priced Ledgers Incomplete . . Complete. 

2 Review of Priced Ledgers. No review was done. All the 10,000 cards 
excepting a very few 
have been reviewed. 

3 Reconciliation between NJ ri; >~:il;at ion was done. Reconciliation completed 
Priced Ledgers and De- up t o  31-3-1951. In; 
pot Cards. regard to the reconcilia- 

tion from 1-4-1951 
4.000 out of ro,ooo 
cards are yct to be re- 
conciled. 

4 .M ~nritly R:: n:il~atron No reconciliation was done, Current. 
of Receipts and Issues 
with Class Summaries. 

5 Half-yearly reconcilia- No reconciliation was done. Reconciled up to 31-3-51 
tion of Priced Ledger Reconciliation for half 
balances with the Gene- years ending 30-9-1951 
ral Books. and 31-3-1952 is 

being done. 

6 Stock Verification . . No stock verificat wn was Almost complete. Only 
done. 641 mandays are in 

arrears. 

7 Disposal of Stock Sheets. , Nil. as no stock verifica- 469 Stock Sheets are in 
tton was done. arrears. 

8 Posting and reconciliation Not done. 
of purchases. 

Current. 

9 Review of Purchases. Not done. Current. 



APPENDIX XXXV 

Co y of Director-General of Posts and Telegraph Memorandarn+ 80. B a p j , ~ ~ ,  Dated the-April r g p  to all Heads of Circles etc. 
SUBJECT:-Recommendations of Public Accounts Committee-Boolnng of ex- 

penditure immedrately after rt is incurred and watching of progress 
of expenditure with reference to sanctioned grant. 

While reviewing the accounts of 1948-49 the Public Accounts Committee 
have emphasised that in order to obviate the possibility of the spending- 
authorities incurring expenditure in excess of the sanctioned grants or appro- 
priations, it is essential to ensure that expenditure under each grant and sub- 
head under that grant is booked immediately after it is incurred. They have 
further reiterated that the progress of expenditure should be closely watched 
by the authority administering the grant so that before ircurring further 
expenditure, it should ensure that the fresh expenditure is within the limit of 
sanction :d allotment. 

2. The Departmental Rules clearly lay down that pll tmnsactions of 
receipt. or payment should be mcorded immediately after their occurrence. It 
should not, therefore, be difficult to collect up-to-date 'cash' expenditure 
figures readily. Further a 'Register of liabilities' and a 'Register o f .  &Mk 
Debit items' are also required to be kept for watching the progress of ex- 
penditure and also for reconciling the departmental figures with audit figurcs. 
Whenever tbere is occasion for incurring expenditure it should be seen that 
funds are available by deducting from the .sanctioned allotment, the total of 
the 'cash' expenditure incurred upto the period, book debits accepted and 
the amount of unliquidated liabilities. It is important that expenditure is not 
incurred under any head in excess of the sanctioned allotment. Attention is 
invited in this comeczion to paras. 783 et seq. of P. & T. Manual Volume 11. 
The instructions contained therein may kindly be adhered to strictly. 



APPENDIX XXXVI 
JCO y of Director-General of Posts and Telegraphs Meadrandurn 80. BBS-5/51, dated New Ddhi, the 2 3 4  May, x ~ ~ . f o , L U  Herds 

of Circles, etc. 

. S ~ J W  :-Procedure followed for controlling expenditure and recornling de- 
partmental Jigures with Audit &wes in the P .  & T.  Department. 

W e  reviewing the accounts of 1948-49 the Public Accounts Committee 
,emphasised the necessity for prompt and systematic reconciliation between 
the departmental and accounts office figures as it is one of the potent methods 
by which the flow of expenditure can be regulated and the tendency to over- 

-spend curbed. 
2. So far as postal fluctuating cnarges are concerned t h e  is a clear cut 

..procedure laid down in D.G.'s Special Circular No. 21 dated 18-7-1934 
wnicn has also bxm amended from time to tim;. It is proposed to incorporate 
this procedure as an Appendix in the next edition of Volume 11. An advance 
,copy of this Appendix will be furnished to all Heads of Circles etc. shortly. 
The same procedure may be followed with suitable modifications for recon. 
siling the departmental figures with audit office figures in respect of the fluc- 
atuating charges of Telegraph Offices, Engineering Divisions, Store Depots, 
Workshop, etc., etc. In the case ofthe offices which submit classified accounts 
to audit, it will not be necessary to get the departmema1 figures verified by the 
.Audit Office as in the m e  of Post Offices and R.  M.S. Offices. 

3. In order tbat the Heads of Circlcs and other Csntrolling Officers may 
'have an over-all picture of the expenditure incurred within their jurisdiction 
it is necessary that figures for pay charges also should be obtained from the 
subordinate disbursing units and compiled and rsconciled in the same manner 
as for fluctuating charges. Particular attention should be devoted for recon- 
ciling the figures under 'Pap of Officers'. 

4. To enable this Office to watch the progress and effectiveness of the 
reconciliation a statement showing the unreconciled circle figures ( i e .  the 
difference b-ween the departmental and audit figures) unaer 'cash' and un- 
adjusted liabilities under 'Book debits' in respect of each secondary unit 
should be communicated to this office by tb.: 15th of the second month follow- 
ing alongwith a certificate that the departmental figures have been reconciled 
with the Audit figures, that therz, are nc, differences excepting those furnished 
in the statement referred to a b ~ w  and thlt nxzbary action is being taken to 
ge t  the differences reconciled. 

5. Receipt of this letter may kinaly be acknowledged. 



APPENDlX XXXVII 
Copy of Director-General Posts and Telegraphs Memorandum 
No. sPB.167-5 /5a, dated the trst May, 1952 to all  Head9 of 

C lr cles, All Administrative OBjlcers. 
SUBJECT :-Recommendations mad? by  the Public Accounts Committee din t h ~ i ~  

report for the year 1944-43 in regard to action against due elinnt 
ofictals. 

In their report for thc year 1948-49, the Public Accounts Commince 
have ma& recomrncn&tions or suggestions on the following lines :- 

(i) Action against delinquent officials should oc taken promptly and 
necessary proceedings (disciplinary or legal) should be initiated in each and 
every case in time. Remedial measurzs should also be devised against any 
defects that may come to notice during the course of investigations. 

(ii) In all cases of misuse of public money, . disregard of financial rules, 
extravagances and losses resulting from negligence of officials, respmsibility 
should be fixed on the individual officxrs. The ccmpxent authority shwld 
not content itself merely with passing striaures ag~inst the ol9icers concerned 
but should take some positive action against them for warns of public funds 
caused through t h i r  wilful actions or contributory negligence. In order to 
tone up administrative integrity and efficiency, it is absolutely essential that 
officials found guilty of such acts are dealt with pramptly and suitably. 03- 
cers responsible for failing to take action or delaying action against the delin- 
quent officials should also be suitably punished. 

(iii) It is considered unsatisfactory that an o;ficer wh:, is in chuge of 
cash and accounts in an office should plead as an excuse that he cmld n x  
anmd to this wcrk properly as he had some other duties to perform. .9 
serious view should be taken of defalcation and irregularities and the offender 
should b: brought to book without ahwing him to take shelter under tzchni- 
calities. 

(iv) Any tendency on the part of cornstent authoiitics to bring forward 
general pleas in dealing with defaulting officials that the delinquent official 
was overworked, that there was no deliberate attempt on his part to mislead, 
that there was no time to check, that the rules did not provide for supervi- 
sion and so on, in justification of irregularities should be curbed. .4U irregu- 
larities on the part of defaulting officials should be dealt with promptly and on 
the spo t as procrastination always helps the offender to escape punishment. 

Thew observations and suggestions based on the recommndations ofthe 
Public Accounts Committee may please bc noted by you very carefully for 
your future guidance and necessary se~mt  instructions n u y  p lmc be issued to 
your subordinate officers by name in the matter. 



APPENDIX XXXVI 
>Copy of Director-General of Posts and Telegraphs Menwandurn 

No. B.15-5/51, dated New Delhi, the 23rd May, x g ~ z + t o , d  Heads 
of Circles, etc, 

SUBJECT :-Procedure followed for controlling expenditure and recornling de- 
partnrental figures with Audit figures in the P. & T. Department. 

While reviewing the accounts of 1948-49 the Public Accounts Cornmine e 
~emphasised the necessity for prompt and systematic reconciliation between 
the departmental and accounts office figures as it is one of the potent methods 
by which the flow of expenditure can be regulated and the tendency to over- 

- s p n d  curbed. 
2. So far as postal fluctuating cnarges are concerned there is a clear cut 

,.procedure laid down in D.G.3 Special Circular No. 21 dated 18-7-1934 
wnicn has also b m  amended from time to tim:. It is proposed to incorporate 
this procedure as an Appendix in the next edition of Volume 11. An advance 
,copy of this Appendix wiU be furnished to all Heads of Circles etc. shortly. 
The same procedure may be followed with suitable modifications for, recon. 
.d ing  the departmental figures with audit office figures in respect of the 0uc- 
etuating charges of Telegraph Offices, Engineering Divisions, Store Depots, 
Workshops, etc., etc. In the case ofthe offices which submit classified accounts 
to audit, it will nat be neoessary to get the depatrme~tal figures verified by the 
.Audit Office as ir~ the case of Post O f i c s  and R.  M.S. Offices. 

3. In order tbat the Heads of Circlcs and other Cw~troUing OfTicers may 
have an over-all picture of the expenditure incurred within their jurisdiction 
it is necessary that figures for pay charges also should be obtained from the 
subordinate disbursing units and compiled and rxmciled in the same manner 
as for fluctuating charges. Particular atten tion should be devoted for recon- 
ciling the figures under 'Pay of Officers'. 

4. To enable this Office to watch the progress and effectiveness of the 
reconciliation a statement showing the unreconciled circle figures (i.e. the 
difference b-ween the depamnental and audit figures) unaer 'cash' and un- 
adjusted liabilities under 'Book debits' in respect of eech secondary unit 
should be communicated to this office by th: 15th of the second month follow- 
ing alongwith a certificate that the departmental figures have been reconciled 
with the Audit figures, that ther$ are no differences excepting those furnished 
in the statement referred to a b ~ x  and th tt n:;ei.,ary action is being taken to 
get  the diffcmm reconciled. 

5 .  Receipt of this letter may kinaly be acknowledged. 



APPENDlX XXXMI 
Copy of Director-General Posts and Telegraphs Memorandum 
No. SPB.167-53/5a, dated the zrst May, 1952 to all Head, of 

Circles, All Administrative OBcers. 
SUBJECT :-Recommsndationr ntdvl. by tlts Public d4ccourats Committee din their 

report for ths year 1g$%43 in regard to actiort agairtrt clue elinnt 
oficials. 

In their report for the year 1948-49, the Public Accounts Committee 
have mad: recommendations or suggestions on thc following lines :- 

(i) Action against delinquent officials should oc taken promptly and 
necessary proceedings (disciplinary or legal) should be initiated in each a d  
every case in time. Remedial measures should also be devised against any 
defects tbat may come to notice during the course of investigations. 

(ii) In all cases of misuse of public money, disregard of financial rules, 
extravagances and losses resulting from negligence of officials, respnbbility 
should be fixed on the individual officers. The cjmpzent authority shmld 
not content itself merely with passing s t r i~~ures  agaimt the oolPicers concerned 
but should take some positive action against them for wastes of public funds 
caused through t h i r  wilful actions or contributory negligence. In order to 
tone up administrative integrity and efficiency, it is absolutely essential that 
officials found guilty of such a m  are dealt with promptly and suitably. 03- 
cers responsible for failing to take action or delaying action against the dclin- 
quent officials should also be suitably punished. 

(iii) It is considered unsatisfactory thnt an olPicer wh3 is in c h q e  of 
cash and acmunts in an office should plead as an excuse that he c ~ u l d  not 
attend to this wcrk properly as he had some other duties to perform. .\ 
serious view should be taken of defalcation and irregularities and the offender 
should b; brought to book without allowing him to take shelter under techni- 
calities. 

(iv) Any tendency on the part of c o m ~ t e n t  authoiitics to bring forwjrd 
general pleas in dealing with defaulting officials that the delinquent oificial 
was overworked, that there was no deliberate attempt on his part to mislead, 
that there was no time to check, that the rules did not provide for supavi- 
sion and so on, in justification of irregularities should be curbed. All inegu- 
larities on the part of dehulting officials should be dealt with promptly and on 
the spot as procrastination always helps the offeder to escape punishment. 

'kesc observations and suggestions based on the mm.neniiations ofthe 
Public Accounts Committee may pleasc be noted by you ver)' carefully tbr 
your future guidance and nec'cs98ry secret imtrucrions mly p l u s  be issued to 
your su bordinate ollicen: by name in the mrmer. 



APPENDIX XXXVIII 
Copy of Director-General of Posts and Telegraphs Memorandum 

No. F.56-7/52, dated the 30th July 195% to all Heads of Circles 
and other Administrative OBices. 

In connection with a case in the Audit Report for th: year 1948-49 where 
an officer had made purchass in excess of his financial powxs, the Public 
Accounts Committee observed that they were opposjd to the tendency on the 
part of officers to exceed weir financial powers. They recommended that 
whsever any such use is noticed, the officer concerned should be made 
personally responsible for such excesses, if they are not covered by the sanction 
of the appropriate authority. 

2. Instructions emphasising the necessity of obtaining prior sanctions of 
the competent authorities have already been issued several times. In this 
connection, a reference is invited to this Office Memo. No. P.275!50, dated 
the 12th June, 195 I and Mr. Pai's D.O. No. P.240/5 I ,  dated the 22nd Novem- 
ber, 1951. It is request4 that the observations of the Public Accounts 
Committee may also be brought to the notice of all concerned. It is true that 
there may be emergent cases involving expenditure beyond the financial 
po~~ers of the officer in anticipation of sanction but rules already exist for such 
cases, as in para. 144 of P. & T. Manual Vol. X (Provisional Issue). It 
should be brought home to all concerned that cases not covered by the above 
rules may involve the officcr exceeding his financial powers in personal 
responsibility of the transaction if the competent authority does not accord 
ex post fact0 sanction. 



APPENDIX XXB;M 

Copy of Director-General of Posts and Telegraphs Memorandum 
No. B.27-11/52, dated tbe 25th April 1952 to all Heads of 

Circler, e th  
S U B J E C T : - D C ~ ~ ~  in the disposal of Audit Objections. 

An extract copy of para. 22 of the report of the Public Accounts Committee 
on the accounts of ~948-49 is enclosed herewith for ycur information in conti- 
nuation of this Officc Memorandum No. B.4-76/5 I dated 4th June, 1951. 
Necessary instructions to all concerned may kindly be issued that the Audit 
objections should be replied to in time and that the executive officers should 
also, while inspecting the subordinatc offices make it a point to enquire about 
the disposal of Audit Objections. 

I t  should .also be seen that the quarterly statement of o u t s t i d i n g  Audit 
Objcctions referred ta in this Office Memorandum NO. B. 4-2/52 dated 6th 
March, 1952 is submitted to this office promptly so that the disposal of Out- 
standing Objections may bc watched. 

The  receipt of this may please be acknowledged. 



APPENDIX XL 

Copy of Director-General's General Circular No. 5, dated 
the 9th May, 1952. 

SUBJECT :-Maint~nance and In~pection~of Fire Extirqpuislrrrs. 

Attention of all concerned is drawn to the instructions issued in Director- 
General's General Circular No. 35 dated 24-12-1948 regarding precautions 
to be taken against fire in buildings used by the department. The Director- 
General desires that the Inspecting Officers should make it a p h t  to see how 
far the instructions contained in the said circular are actually being observed 
and take steps on the spot LO have the irregularities observed set right, if 
possible. Suitable action should also be taken against the OfIicxrs who are 
p u n d  to have not carried out the Inspecrions properly. 



Memorandum to the Public Accountr Committee regarding 
Budgeting and Control over expenditure in P.& T. Department. 

In para. 64 of their report for 1948-49, the Public Accounts Committee 
have stressed the need for raising the standard of budgeting and control 
over expenditure in the P. & T. Department and have suggested that measures 
should be devised in consultation with the Minis~ry of Finance (Communica- 
tions) whereby the Department is constantly in touch with the figures of 
progressive expenditure with a view to ensuring that no expenditure is in- 
curred in excess of the sum voted. 

It may at the outset be mentioned that 1948-49 was the first complete 
year after Partition and was an unusually difficult year in many respects. 
The excesses over the sanctioned grants were not due to any defect in pro- 
cedure but were due to certain abnormal factors. The following factors, 
amcmg others, vitiated budgeting and control under the grant for Working 
Expenses :- 

(i) The estimates were framed in the winter of 1947, just after partition, 
when conditions throughout the Indian Dominion were unsettled, The after- 
math of partition continued to persist, rendering it difficult to collea accurate 
data for framing the budget estimates in a vast Department like the P. & T. 
with its net-work of offices spread over the length and breadth of India. 

(iij The additional expenditure involved in the implementation of Pay Com- 
mission recommendations which affected the bulk of the staff of the Depan- 
ment, could not be correalj estimated as it w a s  not possible to foresee to what 
extent the arrear bills would be preaudited and paid before the close of the year. 
The position was rendered more diffi~vlt as a result of a number of orders 
issued by Government during 1948-49 liberalising the Pay Cornmission 
recommendalions and extending the concessions to certain categories of staff 
not originally contemplated. Effcct was given to these orders in most of the 
cases retrospectively from 1-1 -1947. 

(iii) .9 large number of staff came over from Pakistvl and their service 
records werc wanting in many cases. The probable date of settlement of 
their cases regarding fixation of pay and payment oyarrears under the Pay Com- 
mission recommendntions could not be accurately foresees. 

(iv) The rate of Dearness Allowance to staff drawing upto Rs. 250 was 
increased by Ks. 10 from 1-1-1949. 

(v) Due to partition, a number of strategic, essential and emergent works 
had to be carried out. 

(vi) Night Air Mail Service connecting five principal cities in the counq~, 
was introduced on 31-1-1949. This being a novel enterprise, its exact re- 
quirements could not be cor-ly estimated in the initial stages. 

(vii) Trafiic inmascd enormously yielding an in~rcased revenue of about 
Rs. 3 crores over the B.E. 1948-49 of Rs. S . 6  crores, and larger staff 
had to be employed, new offices opened and new Postal and R.M.S. Divisions 
mated to cope with the increased work and safegsard the a d d i t i d  
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revenue. Expenditure in excess of anticipation had to be incurred on mail 
bags, liveries and furniture. In similar circumstances 'on the Railways, the 
Public Accounts Committee have recognised in the past that original estimates 
may be subject to alteration on account of unforeseen items such as larger or 
smaller volume of tr.diic than originally estimated, accidents, floods etc. 
(See para. 7 of the Report of the P.A.C. on the accounts of 1933-34, Volume I, 
Psrt 11). The following table compares the traffic figures for 1948-49, with 
those of the pre-partition year I 946-47 (1947-48 was the year of partition) :- 

1948-49 (Indian 1946-47 (Undivided 
Union after India) 

Partition) 
--- 

(a) Numbcr of Postal articles handled . 2,264 millions 2,263 millions. 

(6) Number of registered articles posted . 72 .2  ,, 68.4 3, 

(c) Number of insured articles . 3'6 ,, 3 . 1  >, 
(dl Numbcr of Telephone Exchanges . 2,800 2,644 

2. According to the existing procedure, the Accountant-General, Post 
and Telegraphs, furnishes to the Director-General, P. & T. and the Ministry 
of Finance (Communications) with approximate actuals of each month by the 
10th of the following month under certain broad headings, both under Revenue 
and Expenditure. Later, by the first week of the second month following, 
the figures of actual expenditure under each head of account fcr the endre 
Department as well as the progressive expenditure to the end of the month 
are also communicated by the Accountant-General, Posts and Telegraphs, 
to the Director-General, Posts and Telegraphs. With the help of these figures 
and the budget proportions for each month furnished also by the Accountant- 
General, Posts and Telegraphs, the progress of Revenue and Expenditure 
during each month is compared with the figures of the previous month, 
those of the corresponding month of the previous year and the budget pro- 
portion and a financial review for the Department as a whole is prepared by the 
Deputy Secretary, Ministry of Finance (Communications) for the information 
of the Director-General, Posts and Telegraphs and the Secretary, Com- 
munications and the 1 atter also submits it to the Minister for Comrnunica- 
tions. The progress of expenditure is also watched and reviewed in close 
collaboration with the Ministry of Finance (Cornmunica~ions), through the 
three-monthly estimates in August, six-monthly estimates in December, 
Revised Estimates in Janusry and Final Estimates in March, on the basis of 
3 months', 6 months', 8 months' and ro months' actuals respectively. Thus, 
the Posts and Telegraphs Department is already constantly in touch with the 
figures of progressive expenditure which are also subjected to monthly and 
periodical reviews. As a further measure of control, it will be ensured in 
future that the need for a Suppiementary Grant, whenever it can be clearly 
established, is followed up by the a e m  proposals for a vote of Parliament 
without unduiy d y i n g  on the ability of the department to keep within the 
budget grant. 

3. The p o s i b  in rgp-51 was satisfactory especially under the grant 
for 'Work@ Expenses' where there was P small saving of 0.3% against the 
arocsr of a hak over 5 %  during the preceding two years. However, tht 

f &awing steps have been taken to further tighten up the mt ro l .  



(i) A suitable machinery is being devised in consultation with the Mixustry 
of Works,' Housing and Supply to obtain prior and timely information of the 
value of debits to be raised against the P. & T. for the supplies made and 
services rendered by that Ministry so as to avoid any exam or lapse in the 
grants. 

(ii) Instructions have been issued to the subordinate units emphasising 
the imperative necessity of closely watching the progress of expencfiture and 
restricting expenditure to the allotments at their disposal. 

(iii) As recommended by the Committee elsewhere, the existing PO' 
cedure of reconciling the departmental actuals has been amplified and ms- 
tructions have been issued to all subordinate units, laying stress on the neces- 
sity for prompt and systematic reconciliation between the departmental and 
the accounts office figures. 

(iv) A register is maintained by the Director-General, Posts and Tele- ' 
graphs to watch the progress and effectiveness of reconciliation carried out 
by the subordinate units. 

(v) The budgeting under 'Stores' and 'Manufacture' Suspense, which 
arc always difficult heads to control is expected to improve from the budget 
for 1952-53 where they have been amalgamated with the CapitakWorks 
grant. 



APPENDIX XLII 

Memorandum to the Public Accounts Committee regarding 
Fire in Calcutta Telephone Exchange in 1949. 

I. In Para. 68 of their First repon on the accounts of 1948-49, the Public 
Accounts Committee desired to be furnished with a summary of the report 
of the Departmental Committee appointed by the Government to investigate 
into the causes of the fire in the Calcutta Telephone Exchange together with a 
statement showing the acrion taken by Government against the cfficials found 
negligent in their duties. 

A Cornminee was appointed on the 29th October, 1948, to enquire into 
the fire which broke out in the Calcutta Telephone Exchange at 8, Hare Street, 
Calcutta, on the night of 26th October, 1948 and to submit a repcn. The 
terms of reference of the Committee were as fellows :- 

(i) Investigate the cause or causes of the fire. 
(ii) Survey the protective measures taken by the Calcutta Telephone 

District and assess whether they were sufficient for the purposes 
intended. 

(iii) Study the nature and extent of training in fire figMlkg given to the 
Calcutta Telephone District s,& and their effeaivencss in 
combating the fire. 

(iv) Recommend measures tc be taken for the effective prevention of 
fires in P. & T. Exchanges. 

2. A summary of the report submitted by the Committee is as follows :- 
2.1. I. Cause or causes of fire.--With ~ h e  inforrnaticn and material 

available to the Committee, it was no1 possible for the Committee to come to a 
definite conclusion as tc the cause cf the fire. However, the following points 
were taken into consideration b) the Committee :- 

2 .  I .  I .  (a) The s\ stem works on 24 vclt supply md the circuit armnge- 
ments are such that audible and visible indication. arc given if an) fuse blows. 
In this case, no such indication ww noticcd nor were any blown fuses found. 

2. I .2 .  (b) None of the operators on duty noticed any smoke or smell 
&fore observing the fire, which would normal'y be expectcd if the fire was 
caused by electrical short circuits. l 'he Committee, therefore, felt that the 
fire might have been cauvd by some cause ether than electrical. It was 
also noted that the smoke given out by the fire was vcry large and the whole 
room gat filled up with smoke very quickly. It was also noticed thnt the 
fans over the switchboards on the north side of the room where the fire staned 
could not be switched off as the regulators were located near the switchbcards 
which were on fire. 

2.2. A separate technical Committee was set up to go into the causes of 
the fire in greater detail. This Technical Committee submitted its repon 
in February 1949. 

2.2.  I. The Technical Committee considered that the fire in the 
exchange could originate eiiher from deliberate action or from electrical 
sources. certain experiments were, therefore, camed out with a view to 
investigating whether the fire could originate from electrical sources and, if so, 
to what extent it could spread under the conditions obtaining in the exchange. 
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These experiments and further investigations into the possibility of fire from 
electrical cause were carried out in the office of the Senior Electrical Engineer, 
Telegraph Storeyard, Alipore. 

2.2 -2. The experiments were in the nature of simulating the conditions 
3s actually obtained in the Telephone Exchange which was burnt, with a view 
to finding out the possible causes of 8 spark from the electrical circuits 
sufficient to start a fire in the cotton and silk insulstion used in the switchboard 
cables. The results of the experiments indicated ihat the inflammable 
material, of the multiple cables in the Switchboards, could not be ignited 
from currents of the normal telephone circuit and there did not appear to be 
any possibility of the fire having been caused even from faults in such telephone 
circuits. 

2.2.3. AS regards the electrical circuits, the conclusion of the Technical 
Committee was that considering the manner in which the 220 volt circuits 
were wired up in that exchange, it was extremely unlikely that the fire could 
have originated from them. The experiments, however, indicated that due 
to the type of materials in use and the manner in which these are used in the 
exchange equipment, a fire once started would spread very rapidly. 

2.3. 11. Suruey of protective measures : It was observed that sufficient 
fire extinguishers, sand buckets, aqbestos blankets and fire hydrants were pro- 
vided in the Exchange switch room, From the reports available, the fire fighting 
equipment waq inspected on the 5th of Oaober, 1948, and, with the ex- 
ception of two fire extinguishers in the apparatus room on the 2nd floor, was 
certified to be in order. The Committee, however, felt that the checking 
of the fire fighting cquipment did not appear to h v e  been a thorough one as 
the supervisor on duty at the time of the fire informed them that she tried t o  
pull out an asbestos blanket but found i r  impossible as it was jammed in its 
container. It was also observed by the Committee that the hydrant valves 
were very stiff making it impossible for an!. one to be able to use them in a 
hurry. From the evidence available it was found that no water was available 
in the fire hydrant in the switch room though sufficient \Yarer was available 
in the firc hydrant on the lower floor. 

2.3. I .  The Committee observed that the fans in the switch room had 
individual switches at the back of the telephone switchboards and there were 
also light points with similar individual switches. This, the Committee felt, 
is nor satisfactory and recommended that the electrical arrangements in the 
switch rooms should be such that all the switches of the fans and lights are 
segregated near the entranclg (or the exit) with a*main switch for disconnect- 
ing the electric supply in an emergency, in one operation. The Committee 
recommended that the presence of gaq mains, as was  noticed in this case, was 
dangerous, although there had been no abnormal consumption of gas. The 
Committee was of the view that kerosene lamps should not be kept in exchanges 
and that only battery lamps should be kept. 

2.4.  111. Study of rlv nature atid Extent of training in firc -fighting.-The 
operators were given training in the use of fire fighting equipment during 
their initial training immediately after recruitment, but their subsequent 
training was confined to fire escape practice only. It appeared that at oat 
time in the past regular fire drills were being carried out and the supervisors 
were required to certify that "all the members of the staff, who are likely to be 
incharge of the exchanges at any time, are thoroughly acquainted with the 
method of using all the fire appliances". While these,cen%cates continued to 
be given by the Superintendents-in-Cbrpe of the various exchanges, in ' 
actual practice the staff likely to be incharge of the switch rooms were, according 
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t o  the committee, pot acquainted with the method of using the fire appliances. 
T h e  engineering staff also were not given regular training in fire fighting. 
However, the Committee found that exhaustive and detailed instructions 
were available in the Exchange. 

2.5. Its recommendations were :- 
(I)  that the type an'd number of recommended fire extinguishers 

should be kept in each P, & T. building ; 
(2) that the above fire extinguishers and fire fighting appli: nces should 

be regularly checked and a report submitted ; 
(3) that all the staff should be given monthly fire drill and fire 

exercises ; 
(4) that all the Fire Brigade telephones should be segregated and 

jointed separately even at the Main Distribution Frame. 
(5) that all important officials of the P. & T. Department, who will be 

required in emergencies, should automatically be rung up and 
,informed by suitable circuit arrangements ; 

(6)  that an emergent call should be made periodically by the supervising 
officers to check the effectiveness of the system ; 

(7) that switches of the electrical appliances including fans ew., should 
be near the entrance in a prominent place ; 

(8) that the latest pracriccs regarding the battery distribu~ion should be 
carefully observed ; 

(9) that an emergency vehicle with a driver on night duty should be 
kept in all large exchanges ; 

(10) that the instructions contained in Rules 580 and 580-A and 
Appendix 10 of the P. & T. Manual \'ol. I1 are sufficiently 
exhaustive ; the fire fighting instructions should, however, be 
prepared and issued in such a form that they may be pasted 
on boards and hung up in prominent places. 

2.6. The Committee further rernarkcd that the fire in the Telephone 
House could have been controlled much earlier by the Fire Brigade. After 
infomtion was received, only one fire engine was sent out in the first instance. 
Even if that engine had worked effectively, the damage could have been con- 
fined to a limited area since at the time of its arrival the fire had not spread 
beyond about 3 positions. 

3. Beyond the terms of reference, the Committee made certain observa- 
tions in a separate report. J t  thought that some inflammable material might 
have been deliberately concealed inside the switchboard long before the fire 
broke out. With a pair of wires from any subscribers office, the Committee 
thought, it would be pussible to ignite the Mammable material on a remote 
control principle. From the movements of certain staff, as ascertained during 
their enquiries, the Co.mmittee suspected that the fire extinguishers, which 
were actually used, mgh t  have been previously tampered with and kept 
,earmarked for the purpose. I t  was, therefore, recommended that certain 
officials be kept under special observation. The  Committee also stated that 
the police authorities should examine the list of subscribers connected to the 
&&-board in which the fire originated. The  Commissioner of Police was 
accordingly requested to tA$ necessary action. After nearly an year, the 
Policc intimated that, although sabotage could possibly be the cause, and 
some mpidon could be entacoirred against certain individurt, there was aot 
S* evidence to prosecute them. 
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4. In view of the Committee's observations noted in paras. 2.3 to 2 .5  

above, the General Manager, Telephones, was called upon to submit a report 
on the inefficient operation of the fire precaution measures and inadequate 
training given to the staff in this respect. The General Manager in his 
report mai~tained that the fire fighting equipment was regularly checked and 
that there was no negligence on the part of the Telephone District staff. I t  
was also stated by him that the connections of the water tanks were such that 
when water is available on the and floor, it must be available on the 3rd 
floor also. With regard to the hydrants, the General Manager stated that 
they were kept a bit tight, so as to prevent leakage of water. He added that 
there was no reason for the asbestos blankets to be too stiff in their containers 
as similar blankets in other floors had been found to be quite in order. The 
particular blanket, however, had been destroyed in the fire and therefole the 
statement of the supervisor on duty that it was too stiff, could not be cofirmed. 
The General Manager was of the opinion that the instructions regarding firc 
fighting were adequate and the manner in which the supervisors and other 
staff had tackled the fire indicated that they were fully acquainted with the 
instructions. The General Manager also held that there was no negligencs 
on the part of the staff in tackling the fire. The staff used fire extinguishers 
and sand buckets and tried to use asbestos blankets. b n  the second floor, 
water was also used. The General Manager and the Fire Brigade received 
prompt information about the occurrence of the fire. The General Manager 
pointed out that, with any normal fire fighting arrangements that could be 
made in telephone exchanges, a fire of the magnitude that occurred in 
Calcutta could not have k n  extinguished by the exchange staff. He further 
added that it was disheartening for him to find that the responsibility for the 
mishap had been placcd on the officers, although at great personal risk they 
did their best and were responsible for saving the test room and the rest of 
the equipment while the building had actually been declared unsafe by the 
fire-brigade. 

5 .  On examining his reply, the Government felt that there had been 
some negligence in maintaining the fire fighting equipment in order and due 
inspections by all concerned did not seem to have been carried out. It 
appeared that the tests and checks were not carried out rigorously but in 
a routine manner, and all the members of the staff had not been properly 
trained in a practical way in the use and the way of handling all the different 
items of firc fighting equipment. The Government, therefore, conveyed their 
displeasure to the General Manager and three other officers directly concerned 
with the safety of the exchange. 

6. With regard to the Public Accounts Cornminee's remarks that mere 
censurini or passing of stricmres was not adequate, Government feel that 
there is force in the argument of the General Manager as stated in previous 
para. that adequate protective equipment did exist and every possible anion 
was taken to put out the fire. At gnat personal risk, everyone concerned 
managed to save the equipment on the other floors and at the time when they 
took this aaion, the building had a d y  been declared unsafe by the Fire 
Brigade. It m a y  also be stated that once a large fire starts, it is practically 
impossible to control it by the normal fire fighting equipment which can be 
provided in such exchanges. Only the Fire Brigade can tackle it, but un- 
fortunately they could not b c t i o n  efficiently for some time in the beginning 
for want of pressure in the water mains and also wing to hoses developing 
I&. )r 



APPENDIX XLIII 

Memorandam for submission to the Public Accounts Committee 
regarding final decision taken for purcharc of cite for the Telecom- 

munications building at Surat. 

I. In para. 141 of the proceedings of the fifth meeting of the P.A.C. held 
on 13-7-1951 to examine the Appropriation Accounts, 1948-49 and Audit 
Report 1950, the Committee desired that a note setting forth the final decision 
nsched regarding purchase b f  a site for Telecommunication building at 
Swat should be submitted to them. 

2. In April, 1947, Govt. sanction was issued for the purchase of 4 plots 
of land measuring 16,875 sq. yards at Falsawadi, Surat, at a cost of Rs. r,20,635 
for construction of Telecommunication Building and staff quarters with 
the stipulation that land should be acquired through the Provincial Govem- 
ment. By the time the Provincial Government could finalise the acquisition 
proceedings, the cost of land had gone up to Rs. 1,go,ooo and the depamnent 
was left with only two alternatives either to give up the proposal of acquiring 
these plots or to curtail its requirements in order to keep the cost within the 
previously sanctioned amount. As part plots could not be acquired, it was 
decided to take over the entire area and to dispose of a part of the plot in 
excess of 2) acres, in order to keep within the total cost. 

3. The Surat Chamber of Commerce strongly protested against the siting 
of the C.T.O. on the Falsawadi side which was not cwnsidered central by 
them and also complained that even the H.P.O. was not situated in a central 
place. They suggested that the department should acquire the Police plot 
adjacent to the existing C.T.O. building and offered all help to the Depart- 
ment in this respect. 

4. The Chief Engineer visited Surat on September 30, 1951. The loca- 
tion of the various offices in the city was fully examined along with the re- 
presentatives,of the Surat Chamber of Commerce who were very keen to put 
their point of view before the department on this issue. As a result of detailed 
discussions, it was considered that, if it was possible to persuade the police 
authorities to transfer a portion of their site adjacent to the existing C.T.0. 
building, the H.P.O. along,with the Telecommunication buildingcould be 
located on that site. If this could be done, there would be no necessity for 
retention of the entire Falsawadi site by the department. This question was 
also discussed by the P. & T. Board at its meeting held on 16-1erg51, wherein 
it was dccided to exchange the depamnental site with the police plot provided 
the terms of exchange were reasonable and the entire requirements of office 
accommodation could be met by the police plot so released in exchange. 

5. Negotiations were accordingly started with the police authorities by 
the P.M.G., Bombay and through the good offices of the Chamber of Com- 
merce, the Police authorities, who had previously refused to release their 
site, were persuaded to agree to the proposed exchange on reasonable terms. 
The agreement arrived at berween the Police authorities and the P.M.G. 
Bombay has since been mtified by the Government of India, and the approval 
of the Bombay e v e r  t to it is awaited. The deal will be finalised as 
soon as the approval o P"" the State Government is received. 

176 
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6. With regard to the Committee's obscrvation that therc was a lack of 

proper initial planning in this case and its characterising the state of affairs 
as 'unsatisfactory', it may be pointed out that, at the time the Falsawadi site 
was purchased, no other suitable plot including the Police plot in question was 
available. The Falsawadi site is quite convenient from the point of view of 
leadingin trunk lines and was the best available a t  that time. It  cannot, 
therefore, be said that there was lack of proper planning. 



APPENDIX XLIV 

Memorandum for the Public Accounts Committee relating tv 
para. 27(b) of the Audit Report 1950 referred to in para. 14 of the 
Report of the Public Accounts Committee 1951-52 (First Report) 
In para. I@ of the Report of the Public Accounts Committee, 1951-52 

(First Report), the Committee have referred to para. 27(b) of the Audit Report, 
1950 and desired that the matter should be investigated by the Department 
and the results reported to them. 

2. In para. 27(b) of the Audit Report, 1950 dealing with the local audit 
and inspections the Accountant General, P. & T. pointed out certain irregulari- 
ties by the P. & T. Staff in maintaining accounts. Specific attention was 
drawn to two cases of payment of pay and allowances to two linemen who were 
not in service for certain periods. 

3. As desired by the Committee, the cases have been thoroughly investi- 
gated and considered by Government. In both the cases, the responsibility 
for the irregularities has been finally fixed on some clerks in the Sub-Divisional 
and Divisional offices, but as these officials had already opted out for Pakistan, 
no disciplinary action could be taken against them. 

4. Explanation of the officials c o n ~ ~ m e d  who did not take sufficient care in 
the rnaner has been called for and suitable action as may bc found necessary, 
will be taken against them. 

5. The Accountant-General. Posts 8: Telegraphs has seen the cases and 
has agreed to the writing off of the amounts of Rs. 1023-9-0 in one casc and 
Rs. 1530-14 in the second casc, as these amounts have become irrecoverabl 
due to the officials mainly responsible, having gonc ovcr to Pakistan. Neces- 
sary orders for the writing off of the amounts have been issued. 

6. It has been held by the Accountant-Gencral, Posts and 'Telegraphs 
that the negligence of the Sub-Divisional Officers and the Sub-Divisional and 
Divisional office staff contributed to the overpayments rather than any defect 
in the existing rules and procedure. The Accountant General, has, howcvcr, 
suggested the maintenance of a separate register by the sub-divisions to check 
the mov~nents of line staff. This has been acccptcd and necessary instructions 
have been issucd. 



APPENDIX XLV 
Director-General's Post OBtjce *Circlar No. 22, dated tht  25th 

June, 1951 
VII. Proper maintenance cf specimen signature bo3b of Savings Bank de- 

positors and accounts of undclivered pass-books. 
It  has been brought out in the Audit Report of 1950 that during local 

inspection of Post Offices by the Audit, it was fcund that scvcral post office3 
failed to maintain properly the books of specimen sip;natures of Savings Bank 
depositors and the register of acknowledgments for pass books delivered and 
of pass books returned as undrliverable [form S.B. ~z(a)]. This indicates 
that provisions in rules 42o(g) and 4g2(3) and para. C of rulc 493 are not being 
strictly followed by post offices and supervising officers. The omission is 
dangerous as it might lead to frauds and loss of Government money. The 
Director-Gcncral dcsires that all concerned, including the Supervising Officers, 
should be warncd to guard against such omissions and that severe disciplinary 
action should bc taken against thc delinquent officials for such omissions, in 
future. -- 

Issued pursuantto action taken on ~ t e r n  ~ o x  ( I , )  of the Statement showing the out- 
standing rccornmendar~ons of the h b l l c  Accounts Committtce. 



APPENDIX XLVI 
Memorandum for submission to the Public Accounts Committee 

regarding examination of the procedure for the purchase and 
issue of stores 

In paragraph 78 of thc Report of the Public Accounts committee in 
dealing with the Appropriation Accounts for 1945-46, it was suggested that 
the question of procedure for the purchase and issue of stores should be 
gone into in consultation with the Accountant-General, Posts m d  Telegraphs. 
The then Chief Accounts Officer, Stores and Workshops, Calcutta gave certain 
recommendations and suggestions for improvement in the Stores and Work- 
shops Organisation as a result of his experience as Secretary of the Sir George 
Thomas Enquiry Committee which looked into certain irregularities in the 
Stores and Workshops Organisation. The suggestions have been considered 
in great detail and action has already been taken. A statement is placed below 
which indicates the action t a k ~  on the various suggestions of the then Chief 
Accounts Officer, Stores and Workshops. The present system of working in 
the Stores and Workshops is working satisfactorily and no serious irregularity 
has so Ear come to notice. 

STATEMENT 

C. A. 0's Recommendations Action Taken 

I .  Locution of Alipore Storeyard and Ic'ork- 
shops- 

Suggested shifting of the Alipore Stores It has been decided not t o  shift the Stores 
and Workshops. and 'X'ortshops at present. 

2 .  Purchase, inspection and custody of 
szores- 

Suggested (1)  Separate Committee for Thcre is already a separate Stores Corn- 
purchases, and (2) Separate organisa- mittcc for recommending purchases. IN- 
tion for inupxtion. pecrion and Testing is done in E. C.'S 

Office which is separate. 

3. Forecasl for pwchase o j  Srores- 

Suggested that the normal rules should Instructions have been ~ssued in D. G's 
be followed strictly. Memo. No. NA-13-7 5 1  dated the 12th 

September 1951 (copy attached - Anncx- 
ure 1) that the normal rules for submis- 
siun of foreartb should be tollowed. 

4 .  Con~racls jor purchizse of J'torcr- 

Suggested formal Contracts 1 0  be The P. & 'I'. Workshops Board have 
entered Into for purcha,es 111 excess approved of  this. 
of Rs. 2000. 

5 .  Checking o j  Ratos- 

Suggested that copieh of all contracts This 15 already being done. 
and orders for purchases should be 
sent to the Accounts Office. --- .- -. - 
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C. A. 0's R~comnendat ions Action Taken 

6 .  Manner 4 invitation of Tenders- 

Suggested open tenders to be called for Proposal has been accepted and inst- 
and when Limited tenders are called trons issued in D. G.'s M m o .  No. 
for a proper list of Regd. firms should NA. 53-1/48 dated the 28th June 1951, 
b: k-pt and revised every year. (extract attached- A ~ e x u r e  11). 

7 .  &hancemant of the w e p l e d  tender rare- 

S~ggcs ted  that the accepted tender ratc Rccornmendation acccptcd and insuuc- 
sh3uld not be increased wrthout a tions issued, vide D. G., P. & T. letter 
reference to  the Stores Purchase No. NA-53-1/48 dated the 8th/gth hhmb 
C ~ m n i t t e e  and cmcurrence o f  the 1951 addressed to the (D. T. S. dr W.) 
Finance. now C. C. T. S., Cnlcutta (extract 

attached-Annexurc I1 T). 

8. Splitting up ofpurchases- 

S~gg:stcd withdrawdl of ordcrs relat- Instructions have been issued wide letter 
inp to splitti ~g up of purchases. mentioned against item 7 above (u- 

trdct attached-Annexure 111) to stop 
with imneJiate effect splitting up of 
purchases. 

9 .  Farming oul of or&rs- 

S~gq:stcd that farming out of orden Proposal accepted. 
with raw mlterials being supplied 
to the contractors by the Dcpart- 
m-nt sh,,uld h: rcgularised. 

10. Estimate of Work Ordcrs- 

Rec~nunended a formal Schedule for Proposal accepted. Genera! .Manager, 
issue of raw materials for each type P. & T. W~rkshops wil! irn3lerncnt 
of work. this. 

I I .  Writing of f  the vuli~e of unserviceable 
rtorrs- 

Sug3~'stccf that Surplus Stores Com- Acccptcd and instructions issued to tbc 
mittee should give a certificate justi- Director of Telegraph Stores .nd 
fying thc necessltv for the writing Workshops, vi& D. G. P. & T. ktter 
off of stores. No. NA. 53-1/48 dated the 8thlgtb 

March 1951, (cxtract attached - hnaenvt 

Su gested purchase powen of S. Ws. The P. & T. Worlrshopa B o d  i s  of 
s%ou!d be restricted and that S .  Ws. opinion that with the m a t i o n  ofthe post 
reqarements should be obtained of G. M. P. & T. Workshops pd r i t b  
through the C. T. S. the formation of the Workshop8 Boud 

with effect from 1st April, 1951, the 
necessity of restricti the direct pm- 
chase powon of s.%. 0: ~ a m g e n  
of Worksho no Ion er exists. It i n  
the policy o f l i e  d o f  ~ u u - t  
to exercise s reasonable degree of 
autonomy in the Worhhops with rkr 
to enaurc bcqer  production. Tbc 
Board has, therefore, decided tb.1 



C. A. 0's  Recommendations Action Taken 

S. Ws. can purchase through D. G. S. 
& D. raw materialsnotstockedin Depots. 
The S, Ws. will also exercise emergent 
purchase powers upto Rs. 2,000 in each 
case. 

13. Crmnol over the employment of labour 
in Wmkshops- 

Recommended that S. Ws. power of Recommendations accepted. G. M: P. 
empl.oyment of labour should be Lk T. Workshops has issued instruct~ons 
restricted. for the implementation of th~s.  

Suggssnd that Head Tim: K x p e r  Rtcomnmdations accepted and instruc- 
should be placed under the Ad- tions issued for their implcmenta- 
mkntstratlve controlofA. 0. andin- tion, vide D. G., P. & T. letter No. 
dependent check of absentee list NA-53-1/48 dated the Rth/gth March, 1g51 
should be made by preparing two (extract a t t achcd-hexure  111). 
absentee lists, one by the Head Time 
Kccpcr and the Shop Clerk. 

Prom Aons of workers should be on Proposal accepted. This has since been 
the lines in the State Railway Work- implemented by the P. 8r. T. Workshops 
*hops. Service rolls shnuld be Board. 
opened for each worker. 

d. Paynorr by results, P i c c e  work and 
Bau syslem.- 

Sugg-sted aiaption of the Railway The principlc has bcen accepted and the 
system ofasswing certain m x e  wages question of its implementatic n is under 
to th: workers and also a production consideration of the Ci. M. P. & T. 
incentive. Workshops. 

q. BookLig up o j  Idle rime- 

Suggested that idle time due to Jelays 
and holds up due to break down of 
plants should be booker' separately. 

* 
j. Control of rfir  workshop^ Stores Depots- 

S gested that the Workshop Store 
%pots shouli be transferred to the 
control of the C. T. S. 

Ip ~ . ~ t -  

"g ested mdibatiom ie the syatem 
o On Cota perocntrgt . 

The P. & T. Workshops Ronrd has accepted 
the suggestions. 

The P.& T. Workshops Board is of opinion 
that with the creation of the poat of 
G. M. P. & T. Workshops and the form- 
ation of the Workshops Board with 
effect from 1st April 1951, the necerrity 
of transferring the control of Workshops 
Depots to the Controller of Telegraph 
Stores, no longer exists. 

This is under active eumination by the 
P. &. T. Workshops Board who will 
take suitable action to introduce nc- 
cessary changes in the system of chug- 
ing On Cost percentages. 



ANNEXURE I 
Director-General, Posts and Telegraphs Memorandum No. N A - I  3.715 I ,  

dated the 12th September 1951 to all Postmasters-General, General 
Managers, Telephones, CalcuttalBombay, District Managers, 
Telephones, New DelhilMadras . 

SUBJECT :-Forecats of Stores. 
Please refer to this office letter No. NA-54-5/50, dated 9th May, 1951, in 

which you were asked to submit your forecasts of stores in respect of mjor  
works to be carried out during 1951-52 direct to the Chief Controller of Tele- 
graph Stores, Alipore, Calcutta. It has now been brought to the notice of 
this office that forecasts of stores in respect of minor and maintenance works 
are also not received by Chief Controller of T~legraph Stores on due dats .  
As this causes &lay in the procurements of stcrs,  by Chief Controller of 
Telegraph Stores, which ultimately delays th; works propmme, it is requested 
that forecasts of stores for major works and minor and maintenance worb  
should be submitted to Chief Controll-r of Telegraph Stores, Calcutta in time 
as laid down in para 204 Posts and Telegraphs Manual Vol. X (1st Edition). 

ANNEXURE I1 
An extract of para. 2 of letter No. NA-53-1/48, dated 28thJune I951 from 

&he Director-General, Posts and Telegraphs, New Delhi to the Chief Controller 
.of Telegraph Stores, Alipow. Calrutta and General Manager, P. & T .  Work- 

shops, Alipore, Calcutta 

( 2 )  In regard to the manner of invitation of tenders, it has been suggested 
tbat open tenders should be calkd for ; a proper ljst of Registered firms should 
be kept and r:vised every year and limited t=nders should be called for 
from the$-. firms. Steps should be taken to implemmt h s . :  suggestions in 
regard to calling fw tenders. 

8 8 8 

ANNEXURE 111 
Ertractfrom letter No. NA-53-r,'48, dated 819th Mmch 1951 

SUBJECT :-Suggestions for improvement in t k  Stores and Workshops 
Organisation. e 

* 
ham (7). 8mhancemen~ of the accepted Tender Rae.--Ordinarily no tender 

m e  once accepted should be revised. If such a contingency arises, it is felt 
that prior sanction should be obtained fiom this office. This offie will 
obtain the a m c u r m a  of the Ministry of Finance. 

Item (8). Splittiw up of Putchcuat.--The splitting up of purchescs should 
be stopped with immediate effect. 

Item (11). W r i w  of tlrr wlvs of vnsrrbiucrblr uonr.-nK Surplus 
Stom Committea b in tbe bcst psition to go into tbe merio of tbc write off 
including the rsuons for ruchpiw otf. Tbe rrnaiothg unhocit)t annot 



effectively scrutinise th: umerviceability or otherwise of the stores. A cad- 
ficate from the Surplus Stom Committee is, theFefore, necessary. This does 
not, however, preclude the sanctioning authority fmn effecting a preliminnry 
check. Th: amendment of tha rule is being taken up. 

Item (14). Check of attendance.-C.A.O.'~ recommendations should be 
implernsted and given a trial for one year after which a repart should be 
submitc2d to this oftie. * * * 



APPENDIX XLVII 
Memo. to tbe P. A. C. regarding regularisation of exccrs of more 

than 10% over the eanctioned estimates on certain important new 
works-at page 1x0 of the P& T Appropriation Accounts for xglg-50 

and Audit Report therean. 

In their meeting held on the 4th September 1952, the P. A, C. could not 
cover the point mentioned above for want of time and desired that they should 
be furnished with a written reply to the following questions :- 

What are the reasons that led to the expenditure referred to in this paragraph bein 
incurred ~n excess of rh.: sdn;ttonrJ eet irnltcs w;thout the sanction of the competent authority ! 

Wn3. action do the P. & T. D:partm:nt c~~:ern?late  to take to prevent such instances, 
which involve violation of the prescrib-d m~xims  of financial propriety and control ? 

2. The paragraph in the Audit Report referred to above dxails T I  items, 
of which 6 relate to Telecommunication Development Scheme works, while 
the remiining 5 relate to works undertaken in the post-partition period. 
These two categories of works are dealt with below :- 

(i) T. D. S. Works 
These works were executed under the strain of war, with the primary 

objective nr completing them by the target dates. Due to their urgency, he 
original cstlmates had to be drawn up on the basis of Survey of India Maps 
without any actual survey on the \pot. This invariably led to change of routes 
and specifications at the time of actual execution. Due to shortage of wagons, 
the storrs were despa:;hed by Railways to stations convenient to them, which 
were, rn scmc cases, far away from the actual site of works. This caused 
excess expenditure on distribution of stores; also the cost of labour and materids 
went up conqiderably as compared with the period when the original estimates 
were prepared. These factors contributed to large variations from the original 
estimates. Generally whenever such excesses came to notice, the prepvation 
of revised estimates was taken up immediately and revised sanction issued 
where necessary. However, in the cases under referme, the excesses came 
to notice only when a p p r e d  in the Appropriation Acmunts of ~gqg-50 and 
action h3s bccn initiated to investigate them with a view to their being regular- 
ised. It  m y  be mentioned that in all these cases, although the works had 
actually bcen completed, the accounts have not yet been completed, as ad- 
justments are still coming in. It is therefore premature to confirm the statement 
made by the Accountant-General that there have been actual excesses in all 
cases, or that they ex~xed 10%. For example, lafge credits on account of 
stores rcrurned to stock often change an apparent large excess into a saving 
or an x e s s  within thc pcrmi\sible limits. This has actually happened in 
two cases, namely, items B. I (b) (iii) (4)-15 and 19, when the actual excesses 
have turned out to be within loO/, of the estimated cost, with the result that 
the question of iqsuing any revised a c t i o n  or regularisation of txtxxs docs 
not now arise. 

( i i )  Post-partition work : 
In the case of the remaining 5 works relating to the post-partition period, 

the actual expenditure on two items, via., C-3(i)-I and B-x(a)(in)-I I ,  doe; not 



exceed the estimated cost by more than 10% after taking into account the credit 
for stores returned to stock. In one case, namely, item No. B. 3 (9-4 the issue 
of the sanction is under Government's consideration. The excess in this case 
has been due to a change in the specification. The excesses in the remaining. 
two cases, namely, C. 3 (i)-19 and C. 3 (iii) (a)-6, are under reference with the 
Circles concerred and will be reguiarised as soon as possible. 

3. With a view to preventing recurrence of such cases, strict instructions 
have been issued to Heads of Circles to adhere to the Code rules in future and 
not to incur any expenditure, which would have the effect of exceeding the 
original estimates by more than IO%, unless a revised estimate has been 
sanctioned by the competent authority. 



APPENDIX XLVIII 

Memorandum to the Public Accounts Committee on Note 7(d3 
-Balances under the Sub Suspense Heads in Grant No. 93-Stotcr 
Suspense-at page 114 of the Appropriation Accounts (Posts .nd 

Telegraphs) 1949-50 and Audit Report thereon. 
In their meeting held on the 4th September, 1952 the Public Accounts 

Committee could not cover the item mentioned above for want of time and 
desired that they should be furnished with a written reply to the question 
stated below :- 

" What progrcss has becn made in the adjustment of the outstanding~ under the above 
heads (Sub Suspense Heads) in accordance with the orders of the G m m -  
ment on the ovcr-all verification of the stores in June, 1948". 

2. It may be mentioned that as a result of the adjustments made under 
the Government orders referred to above, the outstanding balances under the 
Sub Suspense Heads have been reduced considerably and brought down to 
Rs. (-) 10.54 lakhs on 31-3-1951. 

3. The position as on 3 1st March, 1950 and 31st March, 1951 under these 
heads after taking into account the adjustments made under the Government 
orders referred to is indicated below :- 

(Figures in thousands of It- 

Closing 
balances 

on 3 1 - 3 . 9  
as ~ndrca- 

Item. Sub Suspensc Hcads. ted on page 
114 of Audit 

Report 

Closing Balanm .r 
balances on 31-3-1951 

on 31-3-50 after adjust - 
arrwed at ment unda 

after taking Government 
into account o r d m  
adjustments 

under 
Government 

orders 

- 

I Purchases in India . - 1,14,oz - ~ 9 7 ~ 8 5  - I 4 9 f i ~  

2 Stores in Transit . + I,I7.53 + 3767 +a44 
3 London Stores . - 1,98,82 + 2,90 +Wm 
q Sales . - 30.46. + 9931 + -74 

N .  B.  - Item I. (-) indicates stores purchased and brought on to st& but not 
for. 

Item z.(+)Indicates value of stores issued from one depot but not aflmoded@ by 
the receiving depot. 

Item 3.  (-) indicates stores received from abroad but for which no debits have bcll 
received from the High Commissioner while (+) indicates debits received frcrm the Hw 
Commissioner for stores still awaited from abroad. 

Item 4. (:) indicates Sales representing value received in advance for rrrhicb m 
stores have been Issued while (+) indicates stores issued in respect of sdea for which pq- 
ments arc still awaited. 



APPENDIX XLIX 
POSTS 8( TELEGRAPHS DEPTTi 

~ P C T  :-Further information on Para 22:of P. & T. ~ u d i t  Report 195 1. 

In dealing with Para. 22 of P. & T. Audit Report, rgg I relating to the loss 
on account of non-supply of mustard oil by a contractor, the Public Accouni s 
C o d n e e  desired that a note be furnished to them setting forth the action 
taken against the delinquent deer, the present post held by him; whether 
any civil proceedings were instituted against the contractor for the recovery 
of the excess amount paid to him and what was the time that elapsed between 
the handing over of the cheque to the contractor and the death of rhe Sub- 
Store clerk. 

No action has been taken against the Officer as it was felt that the Officer 
was not to blame. The Officer is at presen- holding the post of a Director of 
Telegraphs. 

The supplier was prosecuted and he was sentenced to undergo rigorous 
imprisonment for one year and to pay a fine of Rs. row or in default to under- 
go further rigorous imprisonment of six months under each of the charges. 
The fine, if realised, was to be paid to the Controller of Food, Telegraph 
Storeyard as compensation. This amount could! not bc realised and there- 
fore the questlon of filing a civil suit did not arise. 

The cheque was handed over to the Sub-store Clerk on 5-8-1943 and he 
died on 19th August 1949. The question as to why no action was taken against 
him is being pursued. 



APPENDIX L 

POSTS 81 TELEGRAPHS DEPTT. 
Memorandum for submission to the Public Accounts Committee. 

S~JBJECT :-Further information on Para. 23 of the P. & T. Audir 
Report I 95 I .  

In dealing with para, 23 of the P. & T. Audit Report. 1951 relating to Loss 
of copper wire consigned by onc Engin~ering Division to another, the Public 
Accounts Committee desired th, t a copy of the instructions issued in the matter 
be supplied to them and that note be subnutted stating whether Government 
conremplate appoin~ing a commixee to enquire into the conduct of the officers 
concerned and punish thosc who havc been found negligent in the discharge 
of their duties. 

A *copy of the instructions issued to prevent the recurrence of losses of 
the nature referred to is enclosed. Government do not contemplatz appoint- 
ing any committee to enquire into the case, as the officials responsible for the 
irregularity at both Poona and Secunderabad ends have gone to Pakistan. 



APPENDIX LI 
Copy of letter No.-NA-23-1oq/qg, dated 8th January, 1952 from the 
O5ce  of the Director-General, Posts and Telegraphs, New Delhi to the 

Postmaster-General, L.Bombay. 

SUBJECT :-Loss of copper wire consignd from Poona to Secunderabad. 

Please refer to your Endorsement No. EW-423176- I,  dated 13th Feb - 
ruary, 1950, in connection with the subject noted adove. 47,394 lbs. of copper 
wire valuing RF. 30,220/- was despatched by the C. 0. T. of the Poona 
Engineering Division to the Sub-Divisional Officer (T) Secunderabad in 
1945, in two consignments (one weighing 29,400 lbs. from Belgaum to Secun- 
derabad and another weighing 17,994 lbs. from Poona to Secunderabad). No 
intimation of receipt of these consignments was received by the sender till 
1947 when only enquiry started. As there was a gap of more than two years 
between the dates of despatch of stores and rnquiry, no proper investigation 
could, in fact, be possible. The instructions laid down in Art. 116 of the P. & 
T. Initial Account Code, Vol. I1 (P. I.) have not been observed in this case 
and the C .  0. T. in charge of the work in Poona Division should be held 
responsible for non-observance of the codified rules and consequent loss of 
Rs 30,22o/- to the Department. You are therefore requested to examine in 
detail and fix the respo7sibility for the failure on the official or officials con- 
cerned calling for their explanations for institution of disciplinary proceed- 
i ng~ ,  if considered necessal y. 

2. T o  safeguard againstlsuch losses in future, please issue detailed instruc- 
tions to all concerned drawing attention to the rules and enjoining that the 
despatching and receiving officers wiU be responsible to ensure that the stores 
have been duly received and acknowledged. Serious notice will be taken of 
any omission on the part of the officers, in future. 

3. Please acknowledge receipt. 

No. NA-q-~oq/qg, dated the 8th January, 1952. 
COPY TO :- a 

( I )  Chief Controller of Telegraph Stores. Alipore, Calcutta for necessary action i n  
regard to para. 2 above. 

(2) All other Heads of Circles for necessary action in regard to paw, 2 above. 



APPENDIX LII 

POSTS & TELEGRAPHS DEPTT. 

Memorandum for eubmiesion to the Public Accounts Committee. 

SUBJECT :-Further information regarding Para. 27 of Posts & Tele- 
graphs Audit Report, I g5 I. 

In dealing with para. 27 of the Posts and Telegraphs Audit Report, 195r 
relating to thc irregularities in connection with expenditure on jungle cutting, 
the Public Accounts Committee desired that they be furnished with a list 
stating the number and particulars of the discip!inary cases of Posts and Tele- 
graphs Officers that are at present pending with the Union Public Service 
Commission for their advice and for want of which the Department has not 
been able to take any action against them. 

There is only one disciplinary case pending w~th the Union Public Service 
Commission for advice so far as the Posts and Telegraphs Department is 
concerned. It relates to jungle cutting in connection with the erection of the 
Lumding-Manipur Road Tele-communication line and the officer involved 
is Mr. J. R. Sen Gupta, the then Divisional Engineer, Telegraphs. The 
case is already referred to in the Audit Report. 



APPENDIX LIII 

Memorandum to the Public Accounts Committee on para. 29 
regarding execution of works relating to big Engineering Projects 
without proper sanction vide page 37 of the P,& T. Appropriation 

Accounts for 1949-50 and Audit Report thereon. 

In their meeting held on the 4th September, 1952 the P. A. C. desired 
*hat a note on the following subject be furnished to them. 

'A note containing justification for the execution of the five big Engineer- 
ing projects referred to in this para. (Para. 29) without proper sanction having 
been obtained may be furnished. What dccision in the matter has been 
arrived at in each case by the Government of India?' 

Thc position is explained below :- 
The five big engineering projects, referred to in para. 29 of the Audit 

Report are :- 
(I) Installation of 1500 line Automatic equipment at Nagpur. 
(2) Laying cables for 1500 lines subscribers at Nagpur. 
(3) Laying I 180 pairs cables for the new Auto exchange at Poona. 
(4) Ercction of lines and wires for a new CIC-8 alignment between 

Rajkot and Ahmedabad. 
(5) Construe-ion of R. C. C. alignment between Rmbay and Sum.  

Bricf remarks in respect of the estimates for these works are given 
below :- 

Irem (I). Th? work w a  executeil with a view to meet the public demand 
for new telephones in Nagpur on project sanctioned by the Govt. of India 
on 10-3-49 for Rs. 5.86 lakhs. The actual expenditure was about Rs. 1 1  
lakhs, the excess being mainly due to increase in the cost of Apparatus and 
Plant, supplied by a foreign firm, from about Rs. 5 - 5  lakhs to about Rs. 1 0 . 5  
lakhs. Revised sanction of the President is expected to issue shortly. There 
has been some delay in this rcgard ; but it is due to the fact that the Postmaster- 
General, Nagpur had prior to the preparation of the rcvised estimates, to 
collect various particulars from the now defunct Development Branch of the 
P. & T. Department which took a considerable time. 

Irem (2 ) .  The hying of o b k s  for 1500 lines at Nagpur to meet the de- 
mand for new telephones was sanctioned by the Governor-General-in- 
Council on 10-3-49 for Rs. 4 .46 bkhs. Cables worh  Rs. 47,000 approximately 
wzre obtained for the ex~cclw., V I '  +is work. The  scheme was however 
modified later on, the expenditure incurred being transferred to a smaller 
project which was duly sanctior~ed thereafter. 

Irem (3). Laying of I 180 pairs of under-ground cables at Poona was 
undertaken, in order to meet the public demands for new telephones, under 
the Project "F~rpmsion of the Poona telephone system", sanctioned by the 
Government of India in 1g4o'for Rs. 3.86 lakhs. However, due to the 
abnom11 x ise in the rare of labour and price of materials, the cost cf execution 

6 
19? 
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was very much higher than originally estimated. The excess was brought to 
the notice of the Ministry of Finance in September, 1948 and the revised 
prbject was approved by that Ministry in April, 1949. The President's 
sanction to the relevant estimates will issue shonly. 

item (4). The scheme was approved by the Standing Finance Committee 
in May, 1949 at a cost of Rs. 17.84 lukhs. The work was taken in hand soon 
after with a view to meet the tele-communication requirementsof Saurashtra 
where the development of telephone and telegraph facilities had become urgent, 
not only because it was necessary to bring the State in line with the rest of 
India but also because it was essential to provide communication facilities to  
the Defence Services who needed them on strategic grounds. The 
relevant estimates are awaited from the P.M.G. and the President's sanction 
will issue shortly. 

Item ( 5 ) .  The Project Estimate was sanctioned by the Governor-General- 
in-Council on 27-7-44 at a cost of Rs. 23.5 lakhs. The actual cost of rhe 
scheme on completion was found to be about Rs. 35 lakhs, the excess expendi- 
ture being mainly due to the increase in the labour rates, and cost of material 
and transport etc. The revised projccr was submitted to the Ministry of 
Finance on 5-12-47.? ,The President's sanction will issue shonly. 

1x1 order to avoid the recurrence of such irrcylarities in future, the 
Director-General has issued instructions to all concerned that no works s h d d  
be ~ & e n  in hand unless the relcrrant cstimles haw received the sanction of 
the ~ ~ m F t ~ t  authority, and has warned all officers that they are liable to 
d isc l~hnar~ action being taken a g a h t  them if they fail to comply with these 
direcrions 



APPENDIX LIV 
Memorandum to the Public Accounts Committee on para. 33 (bl- 
regarding opening of a Public Call Offic-at p. 42 of the Appropriation 
Accounts, Posts and Telegraphs, 1949-50 and the Audit Report thereon. 

In their meeiing held on the 4th September 1952, the Public Accounts 
,Conunittee could not cover the point mentioned above for want of time and 
desired that a written reply to the following questions be furnished:- 

"What is the present position of the case ? What action, if any, has 
been taken against the Postmaster-General ?" 

2. The sub-para. in question as contained in the Audit Report was not 
shown by Audit to the Director-General, Posts and Telegraphs before incor- 
poration in the Audit Report. The Statemellts made in the sub-para. 
require to be modified and this has been brought to the notice of the 
Accountant-General, Posts and Tclcgraphs. The complete facts are as 
follows :- 

3. A request for !runk telephone facilities in the Jawhar State was received 
in June, I947 The terns and conditions of the guarantee required under the 
rules of the P. & T. Department, were accepted by the State in January, 1948. 
Subsequently, however, the work was included in a sub-scheme of works to 
be carried out in 1948-49. Under the sub-scheme the financial aspect of a 
group of works taken together, was examined in place of that of individual 
work. When the scheme as a whole was proved remunerative, all the works 
included in it are proceeded with. 

4. In the case under consideration, the Jawhar State later came to be 
merged with the Bombay Province. The Postmaster-General, Bombay 
Circle, Bombay, accordingly enquired from the Bombay Government in 
August, 1948, wheLher they would be prepared to honour the guarantee 
already accepted by the Jawhar State. This enquiry was made by the Post- 
master-General, mercly with a v i m  to seeing, if advantage could be taken of 
the guarantee accepted by the former State. The Bombay Government 
refused to furnish the guarantee, but this refusal was of little consequence 
since the work had already been included in the sub-scheme of development 
works on account of the sub-scheme as a whole being remunerative. Later, 
however, owing to financial stringency and shortage of stores, the work had 
to be abandoned while in progress. This involved dismantlement and re- 
covery of stores causing the Department an infructuous expenditure of Rs. 
3,7001- as detailed below :- 

Freight charges (at 137;) on those stores (Rs. 27,842) issued from etoclr, RE. 
which were not utilised in the reconstruction work . . . 13,618 

Freight charges for return of stores . 152 

Handling charges for stores. both received and returned to stock . 1,791 
Erecting and dismantling of wires . 385 
Reduction in the value of stores used and returned . 922 
Breakage, packing cases etc. . 832 -- 

7,700 
5. In reporting the infruauous expenditure as Rs. 42,128 in the Audit 

Repon, the Accountant-Genqal, Posts and Telegraphs, does not appear to 
have taken into acwunt, the credit on account of stores returned to stock. 



APPENDIX LV 

Memorandum to the Public Accounts Committee on para. 33(c)-- 
regarding certain important irregularities noticed during Locd 
Inspections-at p. 42 of the Appropriation Accounts, Posts and Tele- 

graphs, 1949.50 and the Audit Report thereon.' 

In their meeting held on the 4th September, 1952, the Public Accounts 
Committee could not cover the point mentioned above for want of time and 
,desired that a written reply to the following quesrion should be firnished to 
them :- 

"What remedial measures have been taken to prevent the recurrence of 
the irregularities set forth in this para. ?" 

2. This sub-para. was not shown to the Director-General, Posts and 
Telegraphs by the Accountant-General, Posts and Telegraphs, before in- 
corporation in the Audit Report. 

0 

3.  Suitable instructions have been issued to all concerned to guard 
against such irregularities. Incidentally, it may be mentioned that some of the 
irregularities enumerated in this sub-para. appear to have been based on .some 
stray cases. For example, the overpayment of daily allowance menuo?:d 
in item ( x i )  was generalised as a common irregularity, although it was nouced 
only in one Engineering Division and the toral amount overpaid was as low 
as Rs. 71- which had al;o been recovered, on being pointed out by Audit. 
Again, in the u s e  of item (vi i ) ,  the irregularity related to only one case and 
occurred only in one office. Similarly, the irregularity referred to in itern (ax) 
was noticed only in one Engineering Division, 



APPENDIX LVI 
POSTS AND TELEGRAPHS DEPTT. 

S I J B J E ~ T  :-Appropriation Accounts P.  & T. 1949-50, and the Audit 
Report thereon I g5 I regarding Loss due to failum to observe 
the stipulated terms and conditions in a contract f~ supply of 

mustard oil. 

In dealing with para. 22 of P. & T. Audit Repon 1951, the sub-committee 
of the Public Accounts Committee at their meeting held on 27th November, 
1952 commented that no reasons have been given for not taking any action, 
against the delinquent officer and desired that the case should be reconsidered 
and appropriiite action taken against the officer. The action taken is also 
required to be intimated to the Public Accounts Committee. 

2. The case is being reviewed and the Public Accounts Committee will 
be informed of the final action in due course. 



APPEND& L V ~  
POSTS AND TELEGRAPHS DEW. 

Memorandum No. B-q-16/52-Col. I1 dated the 11th 
December, 1952. 

SUBJECT :-Further information regarding para 27 of P. & T. Audit 
Report-195 I Allegd irregularities in jungle cuttirg for thc 
Lumding-Manipur Road tele-commtutication line. 

In connection with the memorandum submitted by the D.G.P. & T. on 
4-10-52 dealing with para. 27 of the P. & T. Audit Report 1951 relating to 
irregularities in expenditure on jungle cutting, the Sub-committee of the 
Public Accounts Committee which considered the above memorandum desired 
to be furnished with further information on certain points as under :- 

( i )  What decision had been arrived at in this cafe ? 
Disciplinary proceedings against Mr. J. R. Sen Gupta, the Divisional 

Engineer concerned, were intiated as early as November 1946 after the 
Police on completion of their inves-igation, had suggested departmental action 
The officer was then charged on the following counts :- 

(a) Irregularly calling for and accepting tenders and exceeding his 
financial powers without the explicit orders of the Postmaster- 
General ; 

(6) Rejecting the lowest tender without sufficient r e m n  and accepting 
a much higher quotation than the prevailing rates ; 

(c)  Making payment direct to the contractors although instructed to 
arrmge for pryment by the A m y  Authorities ; 

(d) Indicating in the notice and ietters of acceptance to the contractors 
a quantity or work much in excess of requirements ; admitring 
the contractors' claim for works in excess of actual measure- 
ments without check or verification ; and paying the contractors 
for work which had already been done through other sources ; 

(e) Issuing railway cheque passes to the contractors for transport 
of labour,without making a recovery from the contractors, and 
issuing suc~passes on dates earlier than the dates fixed for the 
opening of the tenders ; 

and had been called upon to show cause why he s!hould not be dismissed 
from service. On receipt of his explanation, the charges were analysed and 
divided into two groups-those at items (a) ,  (b), (c), and (e )  forming one 
group and item (d) the second group. After careful consideration of Mr. 
Sen Gupta's defence, Government came to the conclusion in August 1948, 
with regard to the first group of charges, that Mr. Sen Gupta was guilty of 
gross error of judgment in not keeping his official superiors informed of the 
expenditure he was incurring without proper authority. In view, however, o f  
the fact that the proceedings had dragged on for a considerable time during 
which, in addition to suffering mental agony, Mr. Sen Gupta had been super- 
seded by as many as eleven junior Divisional Engineers, Telegraphs for 
promotion to the grade of Directors of Telegraphs as a result of the a- 
ciplinary proceedings, it was decided by Government that so far as thc first 
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group of charges was concerned, the indirect penalty of supersess'ion would 
be adequate and that no funher action was necessary. As regards the charge 
forming the second group, it was decided that the matter should be kept 
pending the verdict of the court in the civil suits filed by the two contractors, 
to whom the work of jungl: cutting had been entrusted by Mr. Sen Gupta, 
claiming further payment from the Department in connection with the work 
done by them. 

(2) While dropping the first group of charges against Mr. Sen Gupta, in 
consideration of the fact that he had already indirectly suffered by supersession 
by his juniors, Government also rrdxcd in August 1948 that the question of 
his promotion to the grade of Director of Telegraphs should bc considered 
in the normal course by the D.  P. C. and that a copy of the orders passed in the 
disciplinary case should be placcd in the confidential record of Mr. Sen Gupta 
for the information of the Departmental Promotion Committee. At rhe next 
meeting of the Departmental Promotion Committec held on 1-10-48 for 
selection of officers to the grade of Dircctor of Telegraphs, Mr. Sen Gupta was 
also considered along with others and the D. P. C. recommended that Mr. 
Sen Gupta may be placed in the select list. A member of the U.P.S.C. was 
associated with the D. P. C. and on his selcaion for promotion, Mr. Sen Gupta 
was promotcd as Offg. Director of Telegraphs with effect from 1-1-49. 

(3) Further disciplinary proceedings againsr Mr. Sen Gupta were initiated 
for the second time on conclusion of' the court case refcrrcd to above. On 
receipt of *he Court's judgement in October 1950, which was unfavourable 
to the contractors, the question of framing a modified c h ~ r g e  as contempla'ed 
in the Government orders refcrrcd to above, was taken up. It was proposed 
to await the decision of the High Court on the appeal of the conrraaors, but 
as that would have caused considerable delay in instituting disciplinary pro- 
ceedings against Mr. Sen Gupta, it was later on decided to charge sheet him 
on the basis of the judgm,ent of thc I o w a  court. Depsrtmental action was, 
however, handicapped beccluse all th.2 original documcnts relating to the u s e  
had been filed in the High Court in which thc contrx'tors had filed an appeal. 
However, some of the relevant docurncnts were copied out from a collection 
which the Advocate Genera', Ass?m, had in his possession and a second charge- 
sheet was served on Mr. Sen Gupta in January 1952. l 'hc casc was refcrrcd 
to the U. P. S. C. on 6-10-52 on receipt of Mr. Scn Gupta's explanstion. 

(it] Whether during the pendency of the cuse with the U.P.S.C.  
the officer concerned, Shri 3. R.  Sen Gupta, has been promoted to 
a higher post, and, if so, what were tlic reasom for protnoting him 
to that post especially when the disciplinary casc against In'm was 
under r e f e r y e  with the Commission. 

From the facts ofthe case, as explained in item ( i )  above, it  will bc obicrved 
that Mr. J.  R. Sen Gupta was promoted to the grsdc of Direaor of Telegraphs 
before disciplinary action against him was initiated for the sccond rim? and 
which is now pending with thc Commission. 

(iii) What action has been taken by the D.G.,P.&T. to obtain copies 
of the relevant papers $led with the Higk Court and furnish the 
same to the U.P.S.C. for getting a decision on the case expedited? 

As explained in the concluding para, of item (i) above, copics of the relevant 
documents were obtained from the Advocatc General, Assam, and furnished 
to the Commission when tl?e case was referred to them. The Commission ha.. 
been reminded recently and they have replied to say that the u s e  which was 
under their examination would be expedited. 

I 



APPENDIX LVIII 

Proceedings of the Meeting of the Public Accounts Committee 
held on the 6th Februaryr 1953. 

The Committee met from 11 A.M. to I P.M. 

Present 
Shri B. Das-Chairman. 
Pandit Munishwar Dutt Upadhyay . 
Shri M. L. Dwivedi . 
Shri Shree Narayan Das . 
Shri H. V. Pataskar 
Shri Ranbir Singh Chaudhuri . ; I  . >Members 

Acharya S. N.  Agarwal 
Pandit Krishna Chandra Sharma 
Shri B. Ramchandra Reddi . 
Shri G. D. Somani . J 
Shri V. Narahari Rao, Comp~rollcr and Auditor-Gcneral of India. 
Shri K. C. Rhanna, Director of Railway Audit. 

Shri S. L. Skakdher-Depwy Secretary. 
The Committee considered the draft Report on the Appropriarion 

Accounts (Railways) and (Posts and felcgraphs) for 1949-50 and Audit 
Reports thcreon. 

2 ,  After some discussion, thc C(mmittct. decided that the following para- 
graphs of thc draft Kcport should bc rcviwd in the light of their deliberations : 

(9 Para. 12-Asssrn Rail Link Project. 
( i i )  Para. 13-rlgreemc1,i $vith ~ h c  Swiss firm 'Schlicren' regarding 

tcchniul aid for the establishment of workshops 
for the manuf,lc~ure of :ill-metal light-weight coach- 
ing stock in India. * 

( t i i )  Para. 17.-Agrwmcnt with the TELCO h r  manufacture of 
Boilers. 

3. Thc Committee then took up consideration of Pam. 34 relating to the 
Cal~utta Telephone Automtisiluon Project. They had not concluded their 
deliberations on this paragraph before they rose for the day. 



Proceedings of the Meeting of the Public Accounts Committee 
held on Satqrday, the 7th February, 1953. 

The Committee met from 11 A.M. to 12-45 P.M. 

Present 

Shri B. Das-Chaimcm. 
Pandit Munishwar Dutt Upadhyay . 
Shri M. L. Dwivedi . 
Shri Shree Narayan Das . 
Shri H. V. Pataskar . 
Shri Ranbir Singh ~haudhuri  : 
Acharya S. N. Agarwal . 
Pandit Krishna Chandra 
Shri V. P. Nayar . 
Shri B. Ramchandra ~ e d d i  : 
Shri R. C. Khanna, Director of Railway Audit. 
Shri G. S. Rau, Accountant-General on Special Duty. 
Shri K. S. Malhotra, Accountant-General, P. & T. 

Shri M. N. Kaul-Secretary, 
The Committee took up consideration of the Drafi Report on the Appro- 

priation Accounts (Railways) and (Posts & Teleqraphs), 1949-50 and Audit 
Reports thereon. 

2. The Committee discussed at some length the method for considera- 
tion of the draft reports. It was suggested that four or five copies of the 
verbatim proceedings should be placed on the Table in the Committee Room 
tor reference by the Members of the Committee. 

Another suggestion,that emerged out of the discussion was that the 
practicability of introducing the system of tabling amendments to the Draft 
Report by the Members of the Cornmitt eelmight be considered. 

Further consideration cf the matter was postponed 10 a subsequent 
meeting to be fixed for the purpose. 

3. The Committee then adjourned to meet again at 10-30 A. M. on the 
10th February, 1953 to take up consideration of the drafi report. 



Proceedings of the Meeting of the Public Accounts Committee 
held on the 17th February, 1953. 

The Committee met from 10 A.M. to 1-15 P.M. 

Present 

Shri B. Das-Chairman. 
Shri Shrec Narayan Das . 
Shri T. N. Singh . 
Shri H. V. Pataskar 
Shri Ranbir Singh ~ G u d h u i i  
Acharya S. N. Agarwal . 
Shri Urna Charan Patnaik . 
Shri V. P. Nayar 
Shri B. Ramachandra ~ e d d i  : 
Shri G. D. Sornani . 
Shri P. H. S. Rao, Deputy Comptroller and Auditor-General of India 
Shri R. C. Khanna, Director of Railway Audit. 
Shri G. S. Rau, Officer on Special Duty, Office of the Comptroller 

and Auditor-General of India. 

SECRETARIAT 
Shri S. L. Shakdher-Deputy Sccrcrary. 

The Committee resumed consideration ofrhe Draft Report on the Appro- 
priation Accounts (Railways) and (Posts & Telegraphs), 1949-50 and Audit 
Reports thereon. 

The Committee first took up reviscd Paragraphs 12, 13 and 17 of the 
drafr report and approved them subject to certain minor changes. 

The Committe.:  hen considered the remaining paragraphs of the dmft 
report and approved them subject to some verbal additions and alterations 
hcre and there. . 

2. The Committee authorised the Chairman to present the above 
Keport to the House on the 20th February, 1953. 



. APPENDIX LIX 

Statement showing the particulars of the meetings of the Public 
Accounts Committee, the attendance of Members and the subjects 

discussed etc. 

No. of 
Date. Members Duration 

attending 
the meetings 

Business transacted 

3 Hrs. 15 Mts. 

3 Hrs. 10 Mts. 

3 Hrs. 15 Mts. 

2 Hrs. 50 Mts. 

1 Hr. 30 Mts. 

Jlinistry of Railways (Appropriation 
Accounts of the Railways in India, 
1949-50). 

Do. 

Posis & Telegraphs Deparimenr - 
Appropriation Accounts 1949-50 and 
the Audit Report, 1951. 

inisrrv of Railways - (Appropriation 
~ c c o b n t s  of the Railways in I n d ~ a  
for 1949-50 and the Railway Audit 
Report, 1951). 

Ministry of Railways - Examinat ion of 
the Accounts of the Railways in 
India for 1949-50 and the Audit 
Report, 1951. 

.If inistry of Railways -(Examination 2 Hrs. 15 Mts. 
(Afternoon Sitting) cont~nued). 

2 Hrs. Consideration of the Draft Report on the 
Appropriat~on Accounts (Rarlways) 
and (Posts and Telegraphs) for 1949- 
50 and Audit Reports thereon. 

I Hr. 45 Mts. Do. 

3 Hrs, 15 Mts. Further consideration and passing 
18 of the Draft Report tbid. 

NOTE. ( I )  The ind~vidual attendance of Members at each meeting has been shown 
at the commencement of the proceedings of the meeting concerned. 

(2) In addition to the above meetings, the Committee also held one informal 
meeting on thc 1st September, 1952, lasting for I hour and 45 minutes. 



APPENDIX LX 

Summary of the main rtcommendatioms of the Fifth Report of the Public Acceunts Committee on the Approprir- 
tion Accounts (Railways) and (Posts & Telegraphs), 1949-50 and Audit Reports thereon. 

Para raph Ministry or  
S. No. o f t h c  Department 

Rcpor t . concerned 
Recommendations 

1 2 3 -- 4 -- 
I 7 Railways . . The Railway Administrations should aim at  closerestimatingandcarerciseproper vigilance at the t h e  

of the preparation of the final estimates. I t  is essential that assumptions should approximate t o  
facts as far as possible. 

z 7 do. (i) I t  is a matter of great importance that high standards of budgeting should be attained by the 
Railway Administrations and the necessityofobtaininggrantss~cient to cover expenditure 
which may bc incurred within a year impressed upon them. 

(it] The Railway Board should once again draw the attention of the Rail- Administrations 
to the observance of financial checks and safeguards and the application of rigid financial . control, as the immediate responsibility for seeing that the Budget is properly planned and 
expenditureiskeptwithin sanctioned grantsrestson the Railway Board. 

7 Railways . . In pursuance of the s,tanding instructions contained in the Office Memorandum from thelate Finacn --- - D e  tt.No.D. 6368-F, dated the 17th August, ~p~andas re i t e r a t ed in  the 0. M. fromthe Minktry 
All Ministries. of finance No. P. IO(IO)-B/~~ , dated the lrsf October. 1912, all notcs~memorand~contain~g 

factsandfigures whichare susceptible of verification by Audit authoritiesshould, inthefimt insta- 
nce bereferred to them before being submitted to the Committee. 

8 Railways . . The Railway Board should in future adhere to a prescribed programme for the compilation ~d rub- 
mission of the Accounts to the Comptroller and Auditor -Generalof India. 

9 do. . . According to the provisions of Art. 150 of the Constitution, the Railway Board should have m ~ d t e d  
the Comptroller and Auditor-General of India while introducing changes in the h a c i a 1  .cd 
accounting structure of the Railways with effect from the Accounts of 1952-53 a8 a rrsuft of the 
integration of the Indian Railwaysinto a unified undertaking. 



6 ro Railways . . . A conference should be arranged between the Ministries of Railways and Defence i n  orderto arrive& 
Defence an agreement for the finaladjustment of the sum of about Rs. 8 lakha which i n  outstandin for re- 

covery from the Ministry of Defence on account ofthe rent for thclandleaeed to the late befence 
Department in  the Vizagapatam Port. 

11 Railways . . . I t  was a mistake on the part of the Railway Administration to  have referred to  arbitration :the two 
casesin respect of which the contractors had signed 'No claim' certificates. 

The Officers,e~pecially the senior Officer of the rank of Deputy Controller of Storesthroughwhosc 
negligence the pilferageof stores was facilitated especially a t a  time when commodities like cement. 
and steel were in great demand in the market in  view of controls then prevailing, have not been 
properly dealt with. The act of conveyinamere disvleasure ofthc Railwav Board to him does not, 
in the opinion of the Comrnittee,constituie anadequate punishment. 

- 
do. . . . (i) The Investigating team appointed by the Railway Board at the instance of the Public Accounta 

Committee to  investigate into a number of typical cases where open tenders were not caned 
for on the Assam Rail Link Project should continue their work on thelines sug~ested by the 
Committee. Theexisting Members ofthe Investigation Team may continue w ~ t h t b e  e.xce 
tion ofthe Engineer Member who should be replaced by a retired Engineer of the status OK 
Chief Engineer, Indian Railways. 

Railways . 
AIl Ministries 

(is3 In  future, all cases where works are required to  be carried out in  an emergency, specnl 
procedure should be prescribed by a competent authority taking into account all the 
circumstances of theemergency. I t  is undesirable that ageneral permission tothe authorities 
executingthe work'to take all necessary measures to  ensure that the project is  fulfilled'should 
be given (as waa stated t o  have been done in the case of Assam Rail Link Project). T h e  
extent to which the normal Code rules are to  be relaxed should also be ncisely stated. 
Further, the authorities exercisitg such extended powers should be J rec ted  to leave 
sufficient con temporary record of facts t o  enable the investigation au@orities in future to 
judge whether such powers have been judiciously exercised. 

9 13 Railways . . . 'Cost plus'ccntractsshould beavoidedexcept when they are inevitable. 
Allother Ministries. 

xo 13 Railways . . . The  following defects have been foundin the agreement with the Swiss firm 'Schlieren' for the mmu- 
facture of all-metal light-weight coachingstock in India and its working : 

(9 Enteringinto an agreement even before the site of the factory was decided upon. 





14 I Railways. . . 

1s 19 do. . . 
I4 2a do.; . 

X7 a4 Posts & ~ e l e g r a ~ h s -  

do. 

do. 

da. 

. The Railway Board should issue instructions to  the Railway Administrations for ensuring that while 
sanctioning the waiving of demurrage and wharfage charges, the interests of the Exchequer are 
duly safeguarded. 

. The  danger of growth in Suspense Balance is one which should be jealously guardedagainst. 

. The  Railway Board should issue specific instructions to the Railway Administrations in  regard to the 
handling of Government money by the Railway Staff and fixing of responsibility in  the event of 
losses as recommended by the P. A. C. in their report of 1951-52. 

. Though variations within a Grant are less important than variations in the Grant as a whole, large 
variations are to  be deprecated as showing a certain degree of indefiniteness in  estimating. 

Persistent over-budgeting which still exists under a number of items in the Accounts under review 
indicates that severe pruning is required. 

, The Posts & Telega hs Department may consider the desirability of adopting the Stores system 
existing on the  airways with necessary modifications to  suit their set-up. 

. Action taken by the Department towards the adoption of a scientificmethod for the fixing of the annual 
contribution to the Renewals Reserve Fund as recommended by the Specid Committee set up by 
them to determine the average lives of assets should be intimated t o  the Committee. 

. Where the agency of contractors is employed for the handling of treasury work i n  the Poet-Ofticcs, 
adequate measures should be taken to ensure that in the event of misappropriation or loss of money 
which might exceed the amount of the security held by the Government, the entire amount could 
be rccovercd from them through a decree granted by the Civil Court. 

. The infructuous expenditure to  the tune of Rs. 3 r/z lakhs incurred in connection with the issue of 
National Savings Grtificates to  Industrial Workers in the Bombay State displays a lack of f o r e  
dght  and imagination on the part of the Government in  the formulation of policy which proved to 
be o failure, and did not yield any tangible result in any way beneficial to  the Government. 

%Department should take suitable dirrciplinary action against 9 Officer a t  fault. . 



Posts & Telegraph 

do. 

do. . 
do. 

. (i) h e  &d!ngs of the U. P. S. C. In the case of the hviriodkng&&ik f&poturible for the it. 
regular~ti:~ disclosed in Para, 27 of the Aud~t Report should LG reported to the Committee. 

(ii) The Committee deprecate the tendency of the Dep-ent to promote Officus to higher 
posts during the pendency of the disciplinary cases agmnst thun. 

. (iii) In order to eliminate any element of delay in instituting disciplinary action against an Officer,. 
the Department concerned should invariably keep photostat copies of all documents which 
have an important bearing on the disposal of the case before filing them with a Court 

. With a view to preventing the recurrence of thefts of telegraph wires, the Department should invcrti- 
gate into the existing procedure for receipt, issue and custody of stores by the Tckgraphs L- 
and ensure that there is no loophole which facilitates theft, pilferage, misappropriation, h u &  e t ~ .  

As a first step towards ~mproving the state of affairs in the Telegraphs and Telephone workshoe 
ruitable machinery should be devised for the training of the subordinate staff in the methods or 
workshops and store-accounting systems. 

. (17 In all cases of major works, the Audit authorities should be apprised of the Wpl m d  other 
aspects thereof so as to enable them to organise their own accounting md audit 
in time. 

(ii) The Committee do not find adequate justification for the maintenance of a lPrp establish- 
. ment consisting of 32 gazetted officers and 3 13 non-gazetted officers for dealing with the offpin 

of the projects, when most of the work has so far been executed by outside agencies. The 
Department should without further delay chalk out a definite plan for the train- of the ruff 
in the automatisation work and also assess the magnitude of the work co~ected with plan& 
and, thereafter, retrench the unnecessary staff to effect economy in expenditure. The prop 
gress of the project should be reported to the Committee in the next Audit Report. 

. The Memorandum ex laining the circumstances that led to an ~LI~NCNOUS expenditure of Rs. 42.148 
in the opening of a h b l i c  Call Office in Jawhu State now merged in the Bombay State should be 
submitted to the Committee through the Accountant-Gene& Posts & Telegraph. 

ment should formulate a more rational and integrated policy in the matter of c ~ n s t r u ~ t i ~ ~  2 for accommodating Executive, Administrative and Audit Omax .nd .I 
funds permit, embark upon the construction of essential buildinga. 

P. & T. Dcptt. . . Tbc decision taken in the matter of providing the P. & T. Deptt* wi& a separate Pms a d d  be 
W. H. dr 8. M l d d  reported to the Committee in due course. 






