
PUBLIC ACCOUNTS COMMITTEE 
' 95 7-58 

(Second Lok Sabha) 

SEVENTH REPORT 

Vol. I-REPORT 

LOIt SABm SBCBLBTARUT 
NBW DBLHI 
April 1958 

Price: Ro. 3.20 



CONTENTS 

Composition of the Public Accounts Committee, 1957-58 . 
Introduction . . . . 
CHAPTER I.  Financial Results of the Government of India 1953-54 

and 1954-55 (Civil Grants) . 
CHAPTER XI. Budgeting and Contrd over Expenditure . 
CHAPTER 111. Important Observations on Individual Ministries- 

Cummercc and Industry . 
Education . 
Scientific Research . 
r;lxternal Affairs 
Financc . . . . . . . 
Rehabilitation Finance Administration 
Industrial Finance Corporation . 
Food and Agriculture . 
Health . . 
Home Affairs . 
Information and Broadcasting . 
Irrigation and Power . 
Labour and Employment . 
Rehahititation . . 
Steel, Mines and Fuel . 
Transport and Communications . 
works, Housing and Supply . 

PAR?' 11-Proceed~ngs of the Sittmgs of the Public Accounts Committet 
rclatlng to the consideration of the Appropriation Accounts 
(Civil) - 
(i) 1953-54 and Audit Report 1955-Part I1 

(ii) 1954-55 and Audit Report 1956-Part I1 and 
(iii) Audit Report (C~vil) I 956-Part I . 
Twent~eth Stung-M~nistry of Fcxd and Agrl~xlrurc (De- 

jxutment of Agriculture) . 
Twenty-First Sitting-Ministry of Food and Agriculture (De- 

partment of Agriculture) . 
Twenty-Second Sitting-Ministry of Food and Agriculturr 

(Department of Agriculture) . . . .  
Twenty-Third Sitting-Ministry of Food and Agnculturc 

(Lkpartmcnt of Food) . 

P ~ a u  
(iii) 

(v-vi) 

1-5 

6-14 
15-100 

15-20 
2-21 

2 1-24 
24-29 
2 W 3 7  
37-41 
4 1-47 
47-59 
5 9 - 3 1  
61-54 
64-66 
66-67 

6--70 
71-73 
73-82 
81-85 

Y 5-1 00 

103-1 1 1  

~rz-118 

1 1 9-123 

124-131 ,". 



PAGES 
e 

Twenty-Eighth Sitting-Ministry of Works, Housing and 
supply . . 145-150 

Twenty-Ninth Sittinrr-Ministry of Commercc mid Industry 15~-158 
Thirtieth Sitting-Ministry of Wxks,  H ~ a i i n g  a 11 Supply 159-16~ 
Thirty-First Sitting-Mmstry of Home Affairs and Ministry 

of Irrigation and Power . . 162-168 
ThirtyrSecond Sitting-Ministry of Finance . . 169-176 
Thirty-Third Sitting-.Ministry of Finance] . . 177-181 
Thirty-Fourth Sitting-Ministry of Education and 

Ministry of Rchabi1i:ation . . . . 182-187 
Thirty-Fifth Sitting-Ministr'y of Finance-Rehabilitation 

Finance Adrninistrarion . . 18s-190 
Thirty-Sixth Sitting-Ministry of Financ~+-Industrial 

Finance Corporation . 191-195 
Thirty-Seventh Sitting-Mini5~ry of Health and 

~Uinistrics External ARalrs . 196-roq 
Thirty-Eighth Sitting-Ministry of Labour and Employment 

and M~nistry of Informaripn and Broadcasting . . zn6-2x3 
Thirty-Ninth Sitting-Miltistry of Steel, Mines and Fuel I 

and Ministry of Transporl and Comm~inications (Deparl- 
me~ir o i  Communications and Civil Aviation) . . 214-221 

Forcicrh Siccing-Mirl~stry of Education and Scientific Re- 
search (Deparrm:nr of Scicntitic Kcsearch aild Techni;al 
Educat~ori) . . . 221-225 

Forty-first Sitting-Ministry of Traozpurt and Communicl- 
tions :Dspartrncnr of 'Transporr) . . . 22(;--231 

Forty-Six;h*** S~tting-Consideration of Draft Seventh 
Report 2 jZ 

Forty-Sev;nth Sitting-Con\~dcratlun of Draft Seventh Ke- 
pdrt 3 3 3  

Fifuerh Sitringi-C~~~sidcrarion of Drafr Swentil K ~ p o r t  . 234-235 

APPENDIX I.-Summary of ma]:> conclusiuns/recommendd~~on~ co~ltalncd 
111 rhc Seventh Kcport of the I'ublir Accounta Comwitli e 23h-"\6 

- - -- -- 
***Proceedmgs of the Forty-secmd to Forty-fifth S~ttings rcldte to L'.V.C., K a ~ l ~ d y s ,  

D.R.T.A., Defence Accounts. 
~ P r o w e d ~ n g s  of t,le Fdriy-c~ghrh a d  Fort}-nmtn SILL IT^\ r;ldte to the ~ o i ~ w k r a t l o n  

of Draft E ~ g h t h  Report on Budger hatimates arid F ~ ~ ~ a n c ~ a l  Conrrol. 



COMPOSITION OF THE PUBLIC ACCOUNTS COMMITTEE, 
1957-58 
Chairman 

Shri T. N. Singh 
Members 

2. Shri Ram Subhag Singh 
3. Shri N. C. L a s h r  
4. Shri N. G. Ranga. 
5. Shri Radhelal Vyas 
6. Shri A. C. Guha 
7. Shri N. R. M. Swamy 
8. Shri Upendranath Barman 
9. Shri J. M. Mohamed Imam 

10. Shri H. C. D a s a p p  
*11. Shrimati Tarkeshwari Sinha 
12. Shri Prabhat Kar 
13. Shri Jaipal Singh 
14. Shri N. Siva Raj 

'15. Shri Vijn.nranw, Raju 
16. ~hr i rna t i  Pushpalata Das 
17. Shri P. T. Leuva 

j-18. Shri Shyam Dhar Misra 
t19. S h r ~  H. M. Deshmukh 
20. Shri M. Govinda Reddy 
21. Shri Jaswant Singh 
22. Shri J .  V. K. Valkabharao 

SECRETARIAT 
1. Shri S. L. Shakdher-Jaittt Secretary. 
2. Shri V .  Subramanian-Depu$j Secretary. 
3. Shri M .  C. Chawla-Under Secretary, 

*C:ascJ to bc M m b c r  of the  Ccmm~ttcc on appointment as Deputy Ministcr with 
cff .ct f r m  the and April, 195s under Hulc 309 ( I )  of thc Rules of Procrdurc Uki WnLiuct 
of Busixru ln LA Snbhia. 

tC: mcJ to b: M mh:rs of thc C ~ n m i t t c c  with cfcct from the 3rd  Apnl, 1958, -st- 
qucnt on r:tirc.m:nt fro,% thc Xajya Subha. 



I, the Chairman of the Public Accounts Committee, having been 
authorised by the Committee to present the the Report on their behalf, 
present this Seventh Report on the Appropriation Accounts (includ- 
ing Proforma Commercial Aacounts) (Civil), 1953-54, and Audit 
Report (Civil), 1955-Part 11; Audit Report (Civil), 1956-Part I 
and Appropriation Accounts (including Proforma Commercial 
Accounts) (Civil), 1954-55? and Audit Report (Civil), 1956-Part n. 

2. The Appropriation Accounts (including Proforma Commercial 
Accounts) (Civil), 1953-54, and Audit Report (Citril) , 195SPar t  XI 
were laid on the Table of the House on tbe 25th March, 1957. The 
Audit Report (Civil), 1956-Part I was laid on the Table of the 
Lok Sabha on the 16th May, 1957. The Appropriation Accounts 
(including Proforma Commercial Accounts), '1954-55, and Audit 
Report (Civil), 1 9 5 L P a r t  I1 were laid on the Table of the Lok 
Sabha on the 27th May, 1957. 

The Committee examined these Accounts and Audit Reports 
thereon during their sittings held in November, 1957, January and 
February, 1958. The Committee also considered the notes/memo- 
randa furnished by the various Ministries pursuant to action taken 
by them on the Twelfth, Fifteenth, Sixteenth and Twenty-third 
Reports (First Lok Sabha) and their observations have been embodied 
at appropriate places in the body of this Report. 

3. In the years 1953-54 and 1954-55, savings aggregating Rs. 172.35 
cror& and Rs. 238.5 crores occurred in 124 out of 134 grants and 126 
out of 135 grants respectively, the percentage of savings ranging in 
either case from 20 to 100 per cent. In the previous year, while 10 
grants alone were responsible for 84 per cent. of the total savings, 
in the subsequent year a similar number of grants were responsible 
for 77 per cent. of the total savings. Under charged appropriations 
in 1953-54, there were savings to the extent of Rs. 7-67 crores in 17 
out of 24 items and in 1954-55 savings aggregating Rs. 348.78 crores 
occurred in 23 out of 28 charged appropriations. 

An examination of the financial results of the Appropriation 
Accounts (Civil) of these trwo years have led the Committee irtesist- 
ibly to the conclusion that the standards of budgeting during the 
years under report have, instead of improving, deteriorated. There 
have 'beep a large number of excesses, savings, injudicious sunenders 
and even non-utilisation of funds obtained fwm Parliament bg means 
of supplementary grants. The Committee have in the past repeatedly 
deprecated the over-optimism of administ&ve Ministries which 



results in inflating the estimates. I t  is essential that detailed 
estimates should be carefully scrutinised and the possibility of their 
utilisation assessed by the administrative and Finance Mz*hist,ries 
before their inclusion in the budget. 

4. A brief record of the proceedings of each sitting of the Com- 
mittee has been mainhined and forms part of this Report. 

5. A statement showing the summary of the main conclusions 
and recommendations of, the Committee has been appended to this 
Report (Appendix I ) .  For convenience of reference, these have 
been printed in italics in the body of the Report. This change, it 
may be mentioned, has been introduced with effect from this year. 

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

T. N. SINGN, 
Chairman. 

Public Accounts Committee, 
NEW DEW; 

The 30th April, 1958. 



1 

FINAlK!IAL RESULTS OF THE GOVERNMENT OF 
INDIA (CIVIL GRANTS) 1953-54 AND 1954-55 

Some of the significant events of the year 1953-54 in the economic 
field were the setting up of the Taxation Enquiry Commission, the 
coming into force of the Estate Duty Act and the constitution of 
the 'Hindusthan Steel Limited' under an agreement with the Ger- 
man Combine of Krupps and Demag. The Government of India 
received $77.1 million under the Indo-United States Technical Co- 
operation Agreement, $13.6 million from Canada under the Colombo 
Plan and $1 million from the Ford Foundation for a training pro- 
gramme for social education and health. 

2. The following year saw the publication of the Report of the 
Taxation Enquiry Commission with far-reaching recommendations 
for widening the tax structure with a view to raising finance for 
development purposes without jeopardising investment and employ- 

/merit in the private sector. Financial assistance from friendly coun- 
tries for development works continued to flow in. A sum of $60.5 
million was authorised by the United States Government as deve- 
lopment assistance, against which a sum of $45 million or its rupee 
cquivalent was by way of loan. The Governments of Canada. 
Australia, New Zedand and the Ford Foundation made available 
sums of $13 million, l2.5 million, 6 2 . 5  lakhs and $1.1 million, res- 
pectively, during this year. 

The process of progressive relaxation of food control. started in 
1952, was completed during this year. 

3. During the year 1953-54, the voted grants for Civil Expendi- 
ture stood at Rs. 501.46 crores (original Rs. 465.47 crores and supple- 
mentary Rs. 35.99 crores), and the appropriation for charged ex- 
penditure a t  Rs. 1,739.60 crores (original Rs. 1670.24 crores and 
supplehentary Rs. 69-36 crores). The total expenditure against 
these grants and appropriations was Rs. 331- 17 crores and 
Rs. 1733.04 crores, respectively. Out of this expenditure Rs. 291.20 
crores was on Revenue Account, Rs. 137.07 crores on Capital Ac- 
count and Rs. 1635.94 crores on disbursement of Loans and Advan- 
ces. There was thus a saving o t  Rs. 176.84 crores over fiml granb 
and appropriations (Voted Grants Rs. 170-28 crores and Charged 
Appropriations Rs. 6.56 crores) . , 



4. During the year 195455, the Voted Grants for Civil Expendi- 
ture stood at Rs. 737.32 crores (original Rs. 518-70 crores and supple- 
mentary Rs. 218.62 crores) and appropriation for charged expendi- 
ture stood at Rs. 2153.97 crores (original Rs: 2113.01 crores and 
supplementary Rs. 40.96 crores). The total expenditure against 
these grants and appropriations was Rs. 501 -62 crores and Rs. 1805.36 
crores, respectively. Out  of this expenditure Rs. 324.61 c r o w  
were on Revenue Account, Rs. 260.51 crores on Capital Account and 
Rs. 1721.86 crores on disbursement of Loans and Advances. There 
was thus a saving of Rs. 584.31 crores over final grants and appro- 
priations (Voted Grants Rs. 235.70 crores and Charged Appropria- 
tions Rs. 348- 61 crores) . 

5. The percentages of savings and excesses as compared with the 
original and final grants or appropriations as modified by supple- 

' mentary grants or appropriations were as follows:- 
1953-54 1954-55 

1953-54 --------- 1954-55 

S.ivings (-) or Exce~s (+) Swings (-) or Excess ( L) 

Original Final Original Final 

Charged . .-3.76 - . 3 7  -14.56 -16.1X 

6. The following table shows at a glance the particulars of the 
original and final grants or appropriations and the expenditure ac- 
tually incurred against them under the heads (i) Revenue, (ii) 
Capital, and (iii) Loans and Advances during the years, under 
review : - 

(In lakhs of rupees) 
. - -  - - - -  -- - - - - - 

1953-54 1954-55 

Original Final Actval Original Final Actual 
grant or Grant or Expendi- Grant or Grant or Expcndi- 

Appropri- Appropri- turc Appropri- Appro-1 t u x  
at ion ation priation priarion - ---. --- 

Expenditurr met from 
Clpital (Vottd) . 2.42.89 269.65 1.36.83 2,56,12 4,45.24 2,6c,3< 

- - - - A -- 
TQTAL (Voted) 3*65,46 5.01.45 3-31-17 5.18.70 7,37.32 5,01,62 

C I _ _ . - . - - - - - - _ _ . - _ _ _ _ _ I _ ,  - 



-- A --- 
1753-54 1954-55 

Original Final Actual Original Final Acrual 
grant or Grant or Expe~di- Grdnt or Grant or Expcndr- 

Appropri- Apprupri- ture Appropri- Appro- ture 
ation at ion a t~on priacion 

Expenditure met from 
Revenue(Charged) 1.14.91 1,17.26 1.17.14 1.25,36 1:25,82 1.23.48 

Ex nditure met from 
gPi ta l  (Charged) I 6 I 6 24 9 9 17 

Disbursements of 
Loans and Ad- 
vances(Charged) 35.55.17 16,22,17 16,15,66 19.87.56 20,28,06 16.81.71 

Dsbursements ot 
Loans and Ai -  
vanzes . 15.81.89 16.48.89 16.35.94 zo.x.15 20.80.64 17,21,P6 -- - - -- -- - 
GRAND TOTAL z1.35.70 z z . j ~ , o s  20.64.21 26.31.71 zX.91.2y 23,~6,9b 

7. Excess over Voted G~ants:-Despite the large savings over the 
toia~ final grants as stated in para 5 above, the actual expenditure 
in the following cases exceeded the voted grants as shown below:- 

(In lakhs of rupees). - -. . - - . -- - 
SI. NP. a d  Nan12 of Grant Fmal Grant Actual Excess 
No. Exp:nJiture 

Rs. Rs. Rs. 
I I.-.U inistry of Comnerce ;:I.' 

Industry . 76.53.- 76,66.999 13.999 

2 25.-Miscellaneous E~p :n f~ tu r r  
ud: r  th: .Ma Istry of  External 

Affairs . 3.78.000 Se59.526 1.81.526 

3 32.-Payments to Other Gavrrn- 
ments Departments, ctc. 1 1.09.000 11.o9.573 573 

4 37.-Superannuation Allowances 
and Pensions . 3*3Ir43tQoo 3.3Sb94.416 8.51~416 

3 40,-Miscellaneou~ Adjustments 
h ~ t w ~ c n  the Un!on wd State 
Governmmrs 3.68.000 4~07,643 39.643 

6 50.-Public Health . . 1.1j.08.000 2.73.18.262 1.58,10,361 
- - ---- "-- -- -.-- - - - - -  - -  



Sl. No. and Name of Grant Final Grant Actual Bxccss 
No. Expenditure 

9 126.-capital Outlay of the Mi- 
nistry of Health . 3.36.15,000 7.53.hR. 17') '7~53,179 

10 128.-Capital Outlay on Broad- 
ast ing . . 7 6 . ~ 4 ~ 0 0 0  S4.46.01~ 8,22,01+ 

1954-55 
I 3,-Commercial Intelligence and 

Statistics . 51,1~.000 51,.il.o6R j 17,obk 

3 38.-Miscellaneaus Departments 
and Expenditure under the 
Ministry of Finance . . 6.64.79.000 4,81.82.041 I ; , O ~ . C ) ~ I  

4 40.-Miscellaneous Adjustments 
b-tween the Union and Statc 
Governments 4.02,ooo 4.18.572 ~h.:-.: 

6 64.-Miscellanec)us Departments 
snJ Expendirure under the 
Ministry of Irrigation and Powcr I 41.4S.ooo 41.94.@?5. 46.079 

7 69.--Civil Defence . 1.2o.000 1.~0.853 

Excesses over Charged appropriations: The following statement 
shows the excesses over individual charged appropriations:- 

S1. No. and N ~ m e  of Appropriation Final Acrual Ixccss 
NO. appropriation Expcndir urc. 

Ks. Ks. K ? 

3 42.-Preparation payments . 64.000 1~72,285 r,o8,2X5 

4 Interest on Debt and other Obliga- 
tions and Reduction or Avoid- 
ance of Debt . . ~ I . ~ ~ , I ~ . O O O  82p87.88.376 1.02.69.376 

5 119.--Commuted Value of Pensions 66,787 66.767 

6 125.--Other Capital Outlav of the 
Ministry ofFood& Aqriculturc 15,72,O0O 22,68,903 6,96.90'l 

7 127.--Capital Outlay of the Ministry 
of Home Affairs . 5~~ 5.WZ 2 



SI, No. and Name of Anpropridtion Final Actual Exiess 
NO. appropri~tion Exp:nditure 

Rs. Rs . Rs. 

I 38.-Miscellaneous Departments 
and cxpe~iditure under the 
Ministry of Finance . I .CKX) 4.08.1 14 4.r7,I  I 4  

z 42.-~r-epartition Payments . 4.1 ?,COO 5746.991 133.991 

3 104.-Other Civil Works 21.04.ooo 23.947792 =,90,792 

4 rz+-Other Capital Outla! of thc 
Ministry of Food and Agriculture 9.1 $ . x n  16390,353 7.76.353 

-- - - .. -. 

The Committee have already examined with reference to the 
facts of each case, the circumstances which led to these excesses: 
and have shbmitted separate Reports, Viz., Twenty-fourth Report 
(First Lok Sabha) and Second Report (Second Lok Sabha) relating 
to  the Accounts for the years 1953-54 and 1954-55, respectively, re- 
commending the regularising of these excesses in accordance with ' 

Article 115 of the Constitution. 

8. Changes in the general arrangements of the mutter in the 
Report and Accounts- 

A notable change introduced in the structure of the Accounts 
(Civil) and the Audit Report thereon is that beginning from the 
year 1953-54 onwards, the Appropriation Accounts and the performa 
Commercial Accounts relating to each Ministry have been printed in 
a separate booklet instead of in one consolidated volume as in the 
past. I i 



BUDGETING AND CONTROL OVER EXPENDITURE ' 

9. In the year 1953-54, savings aggregating Rs. 172.35 crores 
.occurred in 124 out of 134 Grants as against 118 out of the 127 Grants 
in the preceding year, the percentage of savings ranging from 20 to 
100 per cent. Ten Grants alone were responsible for 84 per cent. of 
the total savings. Similarly, there were savings of Rs. 7.67 crores 
-in 17 out of 34 charged appropriations, the largest amount Rs. 5.55 
xrores being under "Grant No. 122-Loans end  Advances by the 
Central Government". Under the same head also, there were 
savings of Rs. 5.34 crores in the preceding year. 

10. In the year 195455, savings aggregating Rs. 238.59 crores 
. .occurred in 126 out of 135 Grants, the percentage of savings ranging 

from 24 to 97. Ten Grants alone were responsible for 77 per cent. 
of the total savings. Similarly, there were savings of Rs. 348.78 
,crores in 23 out of 28 charged appropriations, the largest amount 
being under 'repayment of debt' (Rs. 312- 11 crores) . Savings of the 
order of Hs. 34- 24 crores WQS also reported under the head 'Loans and 
Advances by the Central Government'. 

11. Supplementary Grants to the extent of Rs. 36 crores were 
.obtained during the year 1953-54. This figure worked out to 7.7 per 
cent. of the original voted Grants against 7.3 per cent. in 1952-53. 
Out of the total gross savings of Rs. 172.35 crores on voted Grants, a 
sum of Rs. 150.77 crores was surrendered in time. The latter, how- 
ever, included a sum of Rs. 56.22 lekhs surrendered from Grants 
which resulted in excesses. In the next year, Supplementary Grants 
to the extent of Rs 218.6 crores were obtained. This figure worked 
out to 42- 14 per cent. of the original voted grant. Out of the total 
gross savings of Rs. 238- 59 crores on voted Grants a sum of Rs. 192.92 
crores was surrendered in time. The latter, however, included a sum 
of Rs. 4-5 lakhs surrendered from Grants which resulted in excesses. 

12. Thert  were 4 cases in which the supplementrary grants aggre- 
gating Rs. 57.64 lakhs obtained during 1953-54 proved to be eventually 
unnecessary. Similarly in the year 1954-55 there were 13 cases in 
which supplementary grants aggregating Rs. 2.56 crores proved to be 

.eventl;ally unriecessary. 



13. .As explained in para. 7 above, there were 10 cases of excess 
over voted grants involving a total excess of Rs. 206'7 lakhs whereas. 
in the charged section, the number was 7 and the total amount 
involved was Hs. 111.5 lakhs in the year 1953-54. In the followhg 
year, there were 8 cases of excess over voted grants involving a total 
excess oI Rs. 288.7 lakhs whereas in the charged section, the number 
was 4 and the totnl amount involved Rs. 16 lakhs. 

14. There were several mses of  re-appropriatims and modifica- 
tions under individual sub-heads which proved excessive or- 
unnecessary. 

15. Excesses over voted grants and charged appropriations not 
covered by s~ipplementary grants and appropriations furnish a crite- 
rion tn assess the ~flectiveness or otherwise of the budgetary control. 
The Committee do not see any improvement i n  the standards of 
budgeting durzng the years under report; rather there has been a 
deterioration as is evident from the huge excesses, savings, injudi- 
cious surreders and non-utilization of funds obtained front Parlia- 
ment by means of Supplementary Grants. 

In  this connection, the Committee need hardly emphasize that a 
careful review anti revision of the estimates are necessary b;y the 
Ministry of Finance before the fornulation of the budget. Upon that 
Ministry rests trte main responsibility of co-ordinating Government 
policy ~n its linclncial aspects. The Committee have i n  the past 
repeatedly deprecated the tendency on the part of the Department 
preparing the estimates to inflate them either intentionally or as a 
result of over-optimism. For this reason. the estimates need to be 
carefully scrutinized, compared and apportioned according t o  relative 
importance o j  the services and finally determined i n  the  light of the 
totnl rehources that are either available or proposed to  be spent by 
the Governinent. Such steps must 'be taken before a unijied financial 
plan can be produced. 

16. The Committee will now refer to some of the spec&ic cases of 
over-budgeting and laxity of control over expenditure as disclosed i n  
the Audit Reports. i 

(i) Paras 7 and 9 at pages 4 and 7 of Audit Report 1955, Part 
11, Vol. 1 

and 
(ii) Paras 7 and 9 at pages S and 8 of Audit Report 1956, Part 

11. voz. I 



The following savings occurred under Voted Grants and Charged 
Appropriations during 1953-54 and 1954-55. 

T o t ~ l  No. of No. of Grants Amount of Amount 
Grants or or s~vings S~rrenicred 

Yelr Apprkqm.itions Appropriatiom 
in which 
savi~lgs 

occu rreci 
-. 

% Vored Grants 

Grant No. 27-Custcnns, Page 50, Appropriation Accounts (Civil) 
1954-55. 

In this case, there was a saving of Rs. 131 lakhs out of the total 
provision of Rs. 4i9 lakhs viz. about 31 per cent. of the total budgeted 
amount. It was explained that the Department of Revenue had 
placed orders for launches which were not received in time and this 
accounted for a saving of Rs. 16 lakhs. A further saving of Rs. 37 
lakhs was ascribed to the non-implementation of the reorganis a 1' ion 
of the Land Customs Department during the year under Report. 

In evidence, the Committee were assured that such things would 
not happen in subsequent years. The Committee feel that so long 
as the pattern of budgeting is as at present, a second check ~ I J  zhe 
Firtance Mi1.2ilristry on various items of expenditure, is i~~evitable 
especially in the case of lump sum grants which are not susceptable 
of any scrutiny in the first instance. This also confirms the need for 
framing of the budget estimates on a more realistic basis. 

The Com.rn;ttw are perturbed over such a large number of cases 
occ~trri?zg in the Ministry of Finance itself where there have 'been 
cons ta~ra  ble savings from the final budgeted grants. They consider it 
imperative that the Finance Ministry should set an  example in 
accurate b;~dgeting fo? other Ministries to emulate. 

(Depmtment of Agriculture) 

During the year 1953-54, in the case of Grant Nos. 43, 44 and 47, 
the surrenders were in excess of the savings. The Committee wonder 



whether any urrangement exists in the Ministry t o  watch the 
p?'ogress of c!:cpt?nditure. 

Grant No. 45--"Sgriculture, Page 32, Appropriation Accounts (,Civil) 
1953-54 

In this case, the original grnnt of Rs. 3.68 crores was increased to 
Rs. 4.02 crores by taking supplementary grants. Out of the savings 
of Rs. 89.6 lakhs. a sum of Rs. 73.86 lakhs was surrendered. The 
Ministry promised to  furnish a note to the Committee giving reasons 
for these Supplementary Grants and subsequent surrenders. This 
note* is stilt c:wctiled. 

Grant No. 45 --Agr~culture, Page 29, Appropriation Accounts (Civil) 
1953-54 sub-head N-Cane Development and Regulation of 

Sugar Industry. 

In a note (-Appendix 111) submitted to the Committee, the Minis- 
try have stated that during the year 1953-54, Government paid 
Rs. 7.73.900 to the Indian Central Sugarcane Committee. Out of this, 
a sum of Rs. 3 48.898 was disbursed by this Committee to Strste Gov- 
ernments and t h ~  balance of Rs. 3,65,002 was refunded to  the Central 
Government in 195455, because the pattern of financial assistance 
applicable to the strgarcane schemes in the States of Punjab, Bombay, 
Madras and Antinra Pradesh could not be reviewed by the working 
Party consistin!: cli the representatives of the Planning Commission, 
Ministry of F W I ~  and A.griculture and the Indian Sugarcane Corn- 
mittee before ;he close of the financial year. 

The Contmittre feel that this is prima facie (I case of defective 
budgeting and in~irficie rat control o v e ~  the  Central subsidy granted to 
the State G!)wrnmenis under the various Commodity Committees and 
the  G.M.F. Sc!tevrc.s. They uwild  like to know the  reasons fcrr the 
d e ! q  in  arriving crt a decision on the  changed pattern of financia! 
assistance app!icnhle to the sugarcane schemes in this case. 

( i )  Grants Kos. 103, 139 and 140- 
(ii) tl?~propriatiorr Accounts (Civil), 1953-54 and Grants Nos 

103, 1.38. 139 and 140, Apprqviation Accounts (CiviZ'I, 
1954-55. 

The Committee noticed large savings and surrenders in these 
Grants. These are indicative of over-budgeting and underline the  
w e d  for more rralistic budgeting. 

- - - -. - -- - 
*The note < ~ p p e n d i x  11) has since been r e i v c d  but could not k 

considered by the Commitb. 
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(d) MINISTRY OF IRRIGATION AND POWER 

Grant No. 130-Other Capital Outlay of the Ministry of Irrigation and 
Power, Pnge 10, Appropriation Accounts (Civil), 1953-54. 

In this case, the entire gmnt of about Rs. 5.2 crores remained 
unutilised. Simiiar was the position in 195455 (Grant No. 12%- 
Pa& 9). The Committee were informed that this related to equip- 
nwnt'under the Colombo Plan which was not received. The Minis- 
t ty  agreed to txirmine whether there had been any fault on their part 
and to furnish a note to the Committee. The Committee desired 
that 2 he proposed .riote should also indicate whether non-arrival of the 
equipment retarded the plan programmes in any way, and if so, to 
whut extent: and whether any expenditure was incurred in Indin in 
the expectation that the equipment would arrive. They also desired 
to know the dates on which the equipment was expected to arrive 
and was actually received and in which year's accounts its cost had 
been adjusted. This in fomt ion  is still awaited. 

(e) MINISTRY OF EDUCATION 

Grant No. 20-Appropriation Accounts (Civil) 1953-54 and 1954-55. 

The following table shows the extent of over-budgeting under this 
Grant during the year 1953-54 and 195455:- 

Year  
(In crores of rupees) 

Provision Saving Percentage 

The Committee notice large variations from original estimates as 
well as from final grant in the actual expenditure under the sub- 
head D.1 (2) (3j (2) "Lump provision for schemes under consideration." 
It was explained that the States could not fulfil the' schemes as per 
expectation with the result that savings occurred. It was also 
explained to the Committee that as a result of skps taken by the 
Ministry, such savings were, however, on the decline now. 

The Commltt~e view with dtsfavwr the practice of Government 
making large provision of funds in the Budget under "Lump provision 
for schemes under consideration" without chalking out the details of 
the schemes. They desire that such provisions in the budget should 
be avoided by the Ministries in future a d  that! details of the expendi- 
ture involved :n a particular scheme shuuld always be shown in the 
astimutea. The Committee would reiterate the oft repeated recom- 
mendation tnude by their predecessors thut the Minis- of Finunm 
shouZd always set its face agzinst lump sum Q T ~ .  



(i) Grants Nos. 49 and S 1-Appropriation Accounts (Civil) 1953-54 
and (ii) Grunts Nos. 49, 50 and 51, Appropriation Accounts 

(Civil) 1954-55. 

A provision of Rs. 25 lakhs was mlde  in Grant No. 49 of 1953-54 
on account of Staff and Equipment of the All India Medical Institute 
against which the expenditure was less than a lakh, vide page 6 of 
1953-54 Accounts. On the same account. a provision of Rs. 27 45 
1a~khs was mad? for 1954-55 in Grant No. 49 (Vide page 7 of 1954-55 
~lccounts)  and the expenditure was only 9 lakhs. 

Again Grant No  50 (1954-55 Accounts) shows that no part of the 
p w i s i o n  of over Rs. 83 lakhs for Grants to States for N a t i o ~ a l  
Filaria Control Scheme could be spent In the same Grant, there 
was a provision r,f Rs. 30 lakhs for Farnil\ Planning. n d e  page 20, 
hut only Rs. 5: lakhs could be spent 

The Committee came across large savings ranging from 28 to 60 
per cent. undei- the above Grants. The Committee were informed 
thai  health SC~I~:~-;ICS were implemented through the State Govern- 
ments m d  when they iverc unat)lc t o  spend. Central subsidy drawn 
lor v:as less t h n  that had been provided for. in the budget. The 
budget provision for a scheme. the Committee were told, was made 
after the Ministry of Health had reccvied an assurance from the State 
Government conc:crncd that t'nc schtmc in question would bc 
i nlplemented. 

In reply to a question, the Coiutuzttec u w e  tnjornaed that a lump 
sum provision was made for the -411 lndia Medtcal Institute on the 
understanding that the architects uwtild put  up the plans by  May 
or June, 1954. But that did not ritaterialise and resut fed I H  sactizgs. 
The Committee are of the opinion that i n  such eases tire Mtnistry 
should start upon a scheme wi th  a small provision a t ~ d  t f  there was 
rapid progress i n  the constrtiction. recourse mag be had to a sup- 
plementary grant. 
462 LS.-2. 
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(g) MINISTRY OF EXTERNAL AFFAIRS 

Grant No. 22-Tribal Areas, Page 1, Appropriation Accounts (Civil) 
1953-54. 

Out of the total grant of Rs. 3 i  crores, the savings were o v a  
Rs. 74 lakhs. The entire provision of Rs. 405 lakhs for reorganisa- 
tion of Assam Rifles (sub-head A1 (6) -Account I) remained un- 
utilised. Similarly, provision of Rs. 58 lakhs for this reorganisation 
made in the year 1952-53 was not utilised. The Committee were  
informed by the Comptroller and Auditor General that in 1955-56 
also the entire provision of Rs. 5,50,000 under this head had been 
surrendered. The Ministry stated that in the absence of details a 
lump sum provision had been made under this subhead. But when 
the expenditure was incurred, the entire amount was reappro- 
priated to  sub-head A1 (5) .  

The Committee are of the opinioil that such reappropriations 
sltould not be made a regular featt!w as inclusion of lump provision 
every year disclosed lack of proper planning in advance and aEsa 
vitiated the qualitatiz7e control over expenditure by Parliament. 

Grant No. 23-Eslernal Affairs. Page 23, Appropriation Accn~mts 
(Civil) 1954-55. 

In this case supplententary grant of Rs. 30,67,000 voted by Pnrlta- 
ment in February. 1955 proved unnecessary as even without it tlzerr 
would have been a sat.ing of Rs. 310.878. This o d y  reflects oil the 
manner in which estintates totally unrealistic are presented to 
Parliament, quite oblivious of the pactical limitattoits in execution. 

(h) MINISTRY OF LABOUR AND EMPLOYMENT 

Grant No. 67-Miscellaneous Departmwts and Expendilure under 
the Ministry of Labour Page 10, Appropriation Accounts (Civil) 
1953-54 and 1954-55. 

There was a saving of Rs. 6'73 lakhs out of total grant of Rs. 317 
lakhs in 1953-54 and a saving of Rs. 110 lakhs out of a total grant of 
Rs. 325 lakhs in 1954-55. In evidence, it was explained that these 
savings occurred under this housing schemes under the Coal Mines 
and Mica Mines Welfare Funds due to shortage of cement and steel. 
The Committee, however, find that there are large accumulations 
under these Welfare Funds. They desire that the welfare a c t i v i t i ~  
covered bg these Funds should be carried out with greater speed 
and for that purpose detailed planning of the various khemes  should 
be undertaken we11 in advance. The Committee asked for a note rn 
the working of these Welfare Funds. This is still awaited 



(h) MINISTRY OF TRANSPORT AND COMMUNICATIONS ( D E P A ~ ~ E N T  w 
COMMUNICATIONS m~ CIVIL AVLATION) 

Grant  Nos. 9, 10, 112 and 113, Appropriation Accounts (Civil) 1953- 
54 and 1954-55. 

Under these Grants also, savings ranged from 10 to  59%. The  
Committee are  informed by the Comptroller and Auditor General 
that in 1955-56 also, there have been savings of the order of 60 and 
23 per cent respectively, under the Grants- 

(i) 109-Capital Outlay on Civil Aviation and 

(ii) 110-3ther Capital Outlay of the Ministry of Communica- 
tions. 

~n evidence, the representative of the Ministry of Finance stated 
that in the examination of the de rna~ds ,  his Ministry took into 
consideration the Administrative Ministry's estimates, the expendi- 
ture in the previous year, its capacity to i~ lp lement  the programme 
contemplated and the targets of the Plan. l i e  added that to a large 
extent the Ministry of Finance were guided by the estimates put 
f01.~.21,~-1 !.I\- thp ~ldmi:lisirativc Ministr\-. T k c  Co)~r??.;t;t?r? fee! rhnt  
it is the duty of Admitzistrative as well as of Finance Minist~ies to 
be realistic i ? ~  their esti~izates by benefir1ng from their past 
experience and tuking into conside?-ation t!:eit. capacity to i i ~ ~ p l e -  
merit their programmes. The Committee desire t!mt Administrative 
Ministries should not present unrealistic estl)?zcrtes to rhe M i n k t ~ y  
of Fit~ance b y  pitching u p  the deina:tds u.ii;l suficient mcrgin to 
accommodate the cuts likely to bc imposed by Finance. At the 
s a ~ n e  time. the Fina7lce Miilistq S J I O I L : ~  e.~anline t i l e  demands the 
light of expendit~tre i n  the previous gears. Theg feel that ?he 
tendency of the Ad??zinistrative an.d Finance Ministi.ies to ol!tuit 
each other in the matter o j  budgeting should be disco~~raged. 

( j )  DEPARTMENT OF TRANSPORT 
(i) Grant NO. 136-Capitcl Olirla!~ otl Ports. Page 48. -4pproprlatzorl 

Accou)~ts ( C l r d )  1953-54 atzd (::I Page 38. A?proprmtlc 7 

Acco~ints (Civi!)  1954-55, Gran r Xo. 135 Capita? O::rla!, (XI Po:.ts. 

The Committee find large savings under this grant---the percent- 
age being 55 in both the years. They are informed by the Conl- 
ptroller and Auditor General that in 1955-56 and 1956-57 also, Intge 
savings under this grant have occurred. Thc Ministry have stated 
that due to the difficulty of foreign exchange, they h a w  not been 
able to carry out the schemes provided lor under this Grant 
according to schedule. 
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The  Committee feel that recurrence of savings year a,fter year 

indicated that there has been no improvement i.n the budgetary 
standards, as already pointed out i n  the foregoing paras. They  are 
of the  opinion that instead of providing for schemes, proposals 
regarding which are nebulous, i t  would be better i f  provision i n  
budget is made onlz~ when the particular scheme is  worked out in 
details and is quite ripe for execution. 
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IMPORTANT OBSERVATIONS ON INDIVIDUAL MINISTRIES 

17. In the following paragraphs, the Committee shall refer to 
some of the important points that they considered in the course of 
examination of the Accounts relating to various Ministries. 

MINISTRY OF COMMERCE AND INDUSTRY 
(i) Pages 14-15, Appropriation Accout~ls  (Ciuil) 1953-54, Grant 

No. 2-industries, Note 10, sub-head N .  Espe~ld i iure  on 
Development of Klzadi Industry, a ? ~ d  

( i z )  Pages 15-16, Appropriatzon Accounts (Civrl) 1954-55, Gmzt  
N o .  2-1nd1~strzes, Notes 13 and 16-V111c~ge I t~d~~?i?ie. ,  and 
Dez~elopmeni of Khadi Industrg. 

18. The store accounts o f  the All* India Khqdi and Village Indus- 
tries Board for the years 1953-54 to 1955-56 were not furnished to 
Audit. The utiiisat~or? certificates in respect of several grants-in- 
aid were also not received. 

19. In evidence, it was stated that stores accounts for the year 
1953-54 had been completed and were sent to the Assistant Accounts 
Officer concerned, Bombay on the 31st December, 1956, in respect of 
zonal office Wardha. A Financial Adviser and Chief Accounts 
Officer had been appointed r c ~ e n t l ? ~ .  This and various other steps 
taken, the Comnlittee were assured, ~vould not give any occasion for 
this sort of omission in future. The represent~tive of the Ministry 
undertook ti1 complcte the Accounts uptil 1956-55 in about a year's 
time. 

20. From a note (Appendix IV) furnished to them at  their 
instance, the Committee observe that the Khadi and Village Indus- 
tries Commission (a body corporate, constituted under Section 4 od 
the Khadi and Village Industries Commission Act, 1956) enjoys 
complete autonomy except to the extent it is limited by the provi- 
sions of the Act and rules framed thereunder. 

21. Another thing to which the Committee drew attention was 
the need for co-ordination between the Khadi and Village Industries 
-. - 

*In January, 1953, Government constituted the All-India Khadi and 
Village Industries Board with the object of preparing and executing 
programmes relating to Khadi and other village industries. The Board 
was replaced with effect from the 1st April, 1957, by the Khadi and Village 
Indusstries Commission cstahlished under Section 4 of the Khadi and 
Village Industries Commission Act, 1956. 
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Commission, Handloom Board, Handicrafts Board and Silk Board. 
They were informed that for co-ordination between these bodies, 
periodical meetings were held to which the Chairmen and Secre- 
taries of these bodies were invited and the Minister for Commerce 
and Industry presided over these meetings. When asked whether 
there was any blurring of responsibility because of existence of a 
number of such independent bodies, the representative of the Minis- 
try replied in the negative but added that co-ordination was never- 
theless desirable and the setting up of a Co-ordination Committee 
as mentioned above ensured that at  the policy level, there was no 
lack of co-ordination and duplication. Moreover, all these Boards 
with the exception of the Khadi Commission functioned through the 
agency of the State Government and "the apparent parallel or- 
ganisations did meet somewhere". 

22. In so far as the Handicrafts Board, Handloom Board, Silk 
Board and Small Scale Industries Board were concerned, they were 
fundamentally advisory bodies and the operative agency in all these 
cases was the State Governments. It  was admitted that the pos- 
sibility of duplication baing there was not ruled out in view of the 
operation of various agencies in the field. 

23. The Committee mould, therefore, suggest that the Ministry 
should examine the desirability of setting up a single body to look 
after the various matters dealt with at  present by these Boards. 

24. The Committee also desire that the Ministry should inveslz- 
gate whether in the development of printing and dyeing bg Silk, 
Handloom and Handicrafts Boards any duplication of men and 
materials was involved in Madras and Bombay areas. and whether 
it would not be desirable to define the areas for the different Boards 
so as to avoid duplication of effort at the same place by all the 
Boards simultaneously. 

25. The Committee also suggest that the Ministry should examine 
the utility of setting up a Bureau to cater to the needs of these 
different organisations in the field of research to eflect improve- 
ments in the existing techniques of production, use of raw materials 
etc. They would also draw attention to the following observations 
made by the team on Community Development and National Exten- 
sion Service appointed by the Planning Commission and trust that 
the Ministry are in the look out to ensure that these Boards are not 
cutting into one another. 

*"xxxxxxx They (Cottage vzllage and Small-scale Industries) 
have their appropriate place in the rural economy but 

- - - --- - - -- - "  . -. 

*Page 92 of "Study Team for Community Development & National 
Extension Sexvice, Committee on Plan Projects Repart VoL-I" (Nov- 
ember, 1957). 



smetimes are apt to cut into one anoticer. At the All- 
India level, a number of such individual industries are 
promoted by All-India Boards which smetimes are 
inclined to work in separate compartments. I t  should 
not be dificult to make some eflcrrt to pool funds, per- 
sonnel, agencies of supervision and inspection and mar- 
keting arrangements so that inefficiency and waste can 
be minimised. The All-Indiu Boards themselves should 
function through State Boards nominated by the Stare 
Governments in consultation with them. Tke State 
Boards in their turn should function through the various 
State departments concerned with the industry and 
through local representative organisations." 

26. As desired, the Committee were furnished with a note 
(Appendix V) slating the amounts sanctioned each year from 1954- 
55 to 1956-57 for the development of the Khadi Industry and the 
amount given to State Governments. Private institutions, Coopera- 
tive Societies, etc. 

27. It is not clear to  the Committee u!hct machinery has been 
devised by Government to exercise a check on the proper spending 
of the funds sanctioned to the State Governments and those given 
to private pnrties for the dezwlopment of Khadi (traditional as well 
as Ambnr). The Contmittee, howez~er, hope that the funds given 
h?l the Centre for this purpose are being properly utilized by the 
respectiz7e organisations and certificate to that eflect are being 
rcgulnrly obtnincd and shoum for azidit scrzitiny. 

Appropriation Accounts (Civil) 1951-55 

Page 26, Grant KO. 3-Comn~ercial Intelligence and Statistics, 
Note 3, Printing of Pamphlet 

28. r \ h ~ ~ t  20.000 copies of a pnmphlet entitled "New I n d i ~ ,  Your 
Market" containing information on India's trade and production upto 
1948 and 1949 were published at a cost of £1,660 by the High Com- 
missioner, London in 1949 in 2 prints. The reprint of 10,000 was 
undertaken when 7,000 copies of the first print were in stock. In 
all about 2,000 copies only were sold and another 5,000 were either 
distributed free or lost. Tha expectation that the pamphlet would 
remain in use for some years did not materialise as no copy was 
sold after 1950. A sum of £1,400, being the value of surplus copies 
had to be written off by Government in 1954. 
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29. The Committee feel that if the purpose of the pamphlet was 
to give some useful informatjon to the people concerned, it should 
have been brought up-to-date at the time of reprint otherwise re- 
print was unnecessary in face of its large stock-already lying un- 
used, unsold and undistributed. The Ministry admitted that there 
had been an error of judgement in giving the order for reprint. In 
reply to a question the Committee were informed that the res- 
ponsibility for this error of judgment had not been fixed on any 
particular officer, nor any steps were taken in this direction. The 
Committee feel that action should not have been delayed for so long 
when it has been admitted that there has been an error of judg- 
ment. The disciplinary action taken i n  the matter slzould be report- 
ed to the Committee. 

Appropriation Accounts (Civil) 1953-54, page 14, Note 9, sub-head 
A. 7-Grants-in-aid to the Indian Institute of Art-in-Industry: 

30. The Indian Institute of Art-in-Industry was set up in 1945 
with the object of bringing about co-operation between industria- 
lists and artists for the application of art to industries in such 
matters as industrial design. packing of goods, display for sale, 
advertisements. etc. The Institute also undertakes survey of tradi- 
tional designs in Indian crafts, the holding of exhibitions and com- 
petitions. publication of suitable literature and also awards scholar- 
ships and prizes to artists. 

31. It has been reported by Audit that apart from stating that 
the amount of the grant-in-aid should be equal to the amount col- 
lected by the Institute from the Industry and other sources (ex- 
cluding States) subject to a maximum of Rs. 40,000, no condition 
was attached to the grant unlike in the previous year (1952-53) 
when a certificate was required to be furnished that the grant had 
been utilised for the purpose for which it was intended. The Insti- 
tute had a t  the end of 1952-53 a credit balance in the General Fund 
Accounts of about Rs. 1.35 lakhs inclusive of a cash balance of 
Rs. 73,243 and yet a sum of Rs. 34,240 was paid during the year as 
grant-in-aid. 

32. In evidence, it was stated that the grant had been sanctioned 
after a personal inspection of the Institute by the Secretary of the 
Ministry and on the recommendation of the local Government. The 
Committee were assured that this Institute was making good pro- 
gress and the grants made to it were being properly utilised. 

33. From a note (Appendix. VI) furnished to them, the Corn- 
mittee observe that from 1952-53 onwards the Central Govern- 
ment  grants to the Institute were made on the basis that it would 



not be more than the amounts collected from other sources, exclud- 
ing State Governments. In 1956-57, a special gmnt  of Rs. 73,153. 
was made to the Institute for financing special activities. 

34. The Committee are of the opiltion that as the private bodies 
are expected to derive much of the benefit from the successful 
working of the Institute, voluntary financial efforts should be stimu- 
lated by limiting the duration of the grant. Further, the Commit- 
tee would recommend that the Government should invariably ask 
for the utilisation certificate from the Institute in respect of the 
grants made so far  and before making an3 provision in the budget 
for grant-in-aid to the Institute in future. 

OUTSTANDING RECOMMENDATIONS 
Fifteenth Report 

Para 70-Import of raw silk and silk yarn fro171 Japan-In~port  of 375 
!)ales of Tau- silk urrnnged in 1950-51 and slippll~ of cloth m d  ?lam t o  

Pakistan etc. 

35. The Committee deprecate the delay ilwolred in  winding ~cp 
these schenzes and closing their accounts. 

Para 71-purchase of paper 
36. From the note (Appendix VII) furnlshed to them, the Com- 

mittee note that Covert-~n~ent have not onIg got nothing front the 
contracting firm i11 this case but their claim for loss sustained on 
account of the damage by white ants etc. has also been dismissed by 
the urbitrators. The Committee deplore the  manner in which this 
state trading scheme has been handled. 

Sixteenth Report 
Part 28--Purchase and Distributio)! of Standard Cloth 

37. From the note (Appendix VIII) furnished to them, the Com- 
mittee find that the balance left in the Standard Cloth Equalisation 
Fund a t  the close of the accounts for December, 1956 was 
Rs. 1,10,89,837/5/6 (credit). The Committee desire that the claims 
of undivided Government of Bengal and Delhi Administration 
which are still outstanding, should be settled without fztrther delay 
and the scheme wound up. 

Paras 107 and 108-Nahan F o u ~ ~ d r y  
38. From the note (Appendix IX) furnished to them, the Com- 

mittee notice that Government are examining the report of an Ex- 
pert Committee to advise them on the steps necessary to moder- 
nise the Nahan Foundry and to diversify its production to make it a .  



mow economic unit. The Committee desire that the report of the 
Expert Committee together' with the decisimrs of Government 
thereon may be furnished to them at an early date, as the matter is 
-pending for a long  t h e .  

Para 109--Nationat Instruments Factory 

39. The Committee of 1955-56 recommended that the activities of 
this Factory should be switched over from repair and maintenance 
to that of a manufacturing unit and proper cost accounting tech- 
nique etc. should be introduced. 

40. The Committee learn that a private Ltd. Company under-'the 
name of the National Instruments (Private) Ltd., has already been 
set up in June, 1957 which took over the management of this factory. 

41. The Committee trust that it should now be possible for the 
factory to be run on more efficient lines by expanding and diversify- 
ing its production. The Committee would like to examine the 
working of this Company after it has completed one year of its 
exktence. 

Twenty-third Report 
Pam 30-Alteration. in the Cash Receipts 

42. The Committee are not satisfied with the explanation of the 
Ministry that as the records are in judicial cz~stod?~, no progress has 
been made i n  the n~atter.  This plea of the Ministrg is hardly con- 
vzncing as copies of the records can be obtained from the Court, if 
necessaFy; and that should not, therefore, be a valid reason for not 
taking action against the other persons inz7olz;ed in this case. 

43. in  this connection, the Committee would reiterate thr, rccom- 
*~!cndations made by them in Para 30 of their Fifth Report. 

Audit Report (Civil) 1956-Part I 

Para 3-Drawal of money i n  advance of requirements 
44. A sum of Rs. 25,000 was advanced to an educational publish- 

ing house in March, 1954 for the production of at least 25 hooks for 
the children during 1953-55. But no work was done by the firm; 
nor were any accounts rendered. As the firm was unable to finish 
the work within the prescribed time, the entite amount was re- 
funded by i t  in October, 1955 after audit had repeatedly pressed for 
the accounts. 

45. According to the terms of the agreement with the firm, Gov- 
ernment were to pay to the firm the actual cost of production and 



printing of 25 children's books of 32 pages each and 5% of the cost 
to meet overheads. The necessary funds were to be placed a t  the dis- 
posal of the firm as required from time to time. Audit have pointed 
out that payment of Rs. 25,000 in March, 1954 was not really neces- 
sary and it looked as though it was with a view to avoiding lapse of 
funds a t  the close of the year. The Appropriation Accounts of 1953- 
54, Volume V disclosed that only Rs. 1-68 crores out of the original 
provision of Rs. 2.95 crores under the liead E.1(2) (3) (2) of Grant 
No. 20 could be spent by the Ministry during that year. 

46. In evidence, the representative of the Ministry stated that 
the firm actually submitted manuscripts for for 17 books which were 
revised in the Ministry and sent back to the firm. However, as the 
firm was engaged in another project, it expressed its inability to 
complete the work wihtin the time-limit and the money was re- 
funded to the Government. He, however, conceded that the advance 
to the firm was given much in advance of requirements. With a 
view to preventing recurrence of such cases involcing advance pay- 
ments to prwate firms. the Comnuttee zro11ld suggest that the agree- 
~ l t ' t i '  shot~ld i3z7'nriably contatn a penalr!r cluttse and payment of 

11cltc.dated darnuges t q j  the defazilrzng firm b.11 ~ ( i g  of interest on the 
woney advanced to it. 

47. TIte Cot-envncn: it is understood. h u t r  since formed a Co- 
ordincting Co~nnzittce consisting of the representatives of the Minis- 
tries of Edzi.ration. Scientific Research, Community Development etc., 
to avoid ang oz3erlapping in the field of publication of literature 
intended for the benefit of children and neoliterates. They desire 
th.at the desirnbIit!i of associating the Ministry of Information and 
Broadcasting with this Committee inay be considered. Further, the 
work connected with the production of books for children and neo- 
literates may be entrusted to a sixgle agency to ensure cohesion and 
better perfornrance. 

48. In this connection, the Comntltttc wo~ i ld  also eniphasise the 
need, for closer coordination between the z-arious AIinistrie; at rlie 
(Je~ltre concerned with the publication of literature for the use of 
neo-literates, children and adults and the State Governments who 
were ultirnately responsible lor the poptilarisatio~a of such titeratltre 
within their respective jurisdiction. 

MINISTRY OF SCIENTII'IC RESEARCH 
Appropriation Accounts (Civil) 1954-55 

Pages 5-8 Grant No. 73-Surtq of Indin-subsidiary .4ccc,unts 
49. The subsidiary accounts appended to the Appropriation 

Accounts revealed acctrmzrlation of smplus stores i n  the Photo Litho 
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Sections which, in the opinion of the Committee, could have been. 
avoided by restricting the purchases accordi~rg to needs. Stock of 
chemicals etc., which are liable to deterioration and which can be 
obtained from the market readily should be at the minimum. The 
Committee desire that the existing stock position of such stores 
should be reviewed and ceiling limits fixed for stocking such stores. 

Appropriation Accounts (Civil) 1954-55 Pag8 No. 26, Grant No. 13- 
Capital outlag of the Miltistry of Natural Resources and Scienti- 
fic Research, sub-head A. I ( 2 ) .  Investment in. share capital of 
the National Resea~ch Development Corporcctio~~ 

50. The National Research Development Corporation has been 
set up as a Government owned private Ltd. Co., under the Indian 
Companies Act for exploiting the results of scientific research, in 
order to bring the benefits of science to the people at large. The 
Corporation will develop inventions and processes evolved in the 
laboratory, to the stage a t  which they will be fit for commercial 
and industrial exploitation. All processes developed by the Council 
of Scientific and Industrial Research and the Departments of the  
Central Government will fall within its purview, as also those 
evolved by State Governments Commodity Research Committees, 
other Research Organisations and even private individuals if they 
should seek the Corporation's aid. The Corporation will, as far as 
possible, enlist the support of existing state and private industries 
for developing the processes and inventions and in assessing their 
commercial potentialities. 

51. The Committee were not convinced of the l~eecl for a sepa- 
rate Corporation for this purpose, as in t h e i ~  view, the Council of 
Scientific and Industrial Research could as well do this work. They, 
therefore, desired to be furnished with a note giving the set-up, 
composition and duties of the National Research Developmelzt Cor- 
poration and the work turned out by the Corporation d ? l ~ i n g  the  
last five years. The Committee regret to state that the Ministry 
have not so far been able to furnish them the requisite information. 
They are, therefore, obliged to defer consideration of this case. 

OUTSTANDING RECOMMENDATIONS 

Sixteenth Report 

Para  9LDefinit ion of Powers and functions of the C.S.I.R. by a 
. specific statute 

52. In  para 98 of their 16th Report, the Committee have suggest- 
ed that as a matter of general principle, where i t  is desired that 
continuing functions involving substantial expenditure should be 



*exercised by autonomous bodies like the Council of Scientific and 
Industrial Research, the powers and duties to be exercised should 
be defined by specific statute. The Committee trust that Gouern- 
ment would take the first convenient opportunity to embody the 
functions of the Council of Scientific und Industrial Research in n 
statute. In a note (Appendix X) ,  furnished to the Committee, the 
Ministry have inter alia stated as follows: 

"The ~uison d'etre of estab!ishing the Council of Scientific 
and Industrial Research as an autonomous body was 
that research should not be subject to governmental 
procedure and red-tape as i t  is not likely to expedite 
work. Research investigations and tests should be 
carried out by an independent organisation because it 
is not only the Government that is interested in i t  but 
also industry. If i t  is placed entirely under Govern- 
mental control. the objective nature of such work can- 
not be secured. Even though the expenditure incurred 
by the Council of Scientific and Industrial Research has 
Increased substantially. the basic reasons for having the 
organization autonomous continue to exist." 

53 The Contmtttec regret to  state that the Mmtstry helve not 
.c~pprec~ated the stgn~ficnnce o f  the recom:ne~ldatlon The!/ arc o,le 
wzth the Mznistrg but 11 rs uecessar?l to have all autonomous or- 
garitsatlon for t h ~ s  pllrpose to enable it to work tndependently with- 
out znzerference from Government Depnrtnzents But at the same 
tune zt ts of paraniowt importance that the expenditure 1s sttbjec.t 
to effec'ttve parlzan~entary control. 

54. In evidence, the representati\.e of the Ministry suggested 
that the Administrative Reports and Accounts of the C. S. I .R. 
and Audit ' Report thereon might be placed before Parliament 
tvhich wi!l enable Parliament to esercise the requisite control over 
thc affairs of the Council. The Comntit!ee are not sur? how !(IT 

this tidl meet the purpose they have i ~ i  tnind. They would there- 
fore like tho Miiristr!/ to re-e.z'nminc the case and stcbtnit n con- 
sidered )lot e to them. 

55. Another point w h ~ h  the Committee want to drat$? attention is 
the  use made of the scientific work done by the Research Labora- 
tories, Institutions and bodies governed by the Council. They feel 
t ha t  the Research institutions should larget!~ devote their attention 
towards "Applied Research" solvi~zg the problems posed by the 
indig- industries in the inatter of discoz*ering suitable subs- 
titutes for foreign components, exploitation of the scientific dis- 



coveties made for the development of various industries and t h e  
trial of pilot projecl~s on behalf of some of the industpier so that 
the  optimum use of the researches carried out by them could be 
made. They would also like the Ministry to examine the steps 
that should be taken to  facilitate greater co-operation between 
the Scientific Institutions and the Industry in the country. 

MINISTRY OF EXTERNAL AFFAIRS 
Appropriation Accounts (Civil), 1953-54. 

Page 21, Grant No. 23-External Afjlairs, Note 8, Group head B-5 
56. In  this case, an officer entitled to travel by ordinary first 

class, actually travelled by luxury liner, from the United Kingdom 
to the United States of America. His maid-servant, who was entitled 
to the same class of passage, costing £ 105-7-6, as the officer travelled 
also by the same ship, but on a tourist class ticket costing £59. This 
difference of £46-7-6 was incorrectly taken in reduction of the refund 
due from the Officer. He refunded 2 3 2  only. In doing so, the 
cjfficer was under R bmznfide :nisapprel?c.nsion (derivrd from incorrect 
infornxticn given to him by the High Commission) as to th(t riverall 
travelling allowance due to him and his family for t r avc l l i~g  by t h r  
luxury h e r .  The recovery of £46-7-6 was therefore waived by 
Government. 

57. In  the course of evidence, the representative of the Minis- 
try stated that by his travelling by the luxury liner, Govern- 
ment were saved expenses of his enforced halt en. route which 
would have to be paid if he had travelled by an ordinary liner. 
So the officer should not have refunded any amount. 

58. The Committee do not appreciate the point made out by 
the Ministry which in t!~eir opinion, was an after-thought. It is 
surprising that the oficer did not know that the T.A. admissible 
to the maid-servant would be resti,ic?ed to the j a ~ e  of the class 
entitled or the actual fare, whichever was less. 

59. In  the opinion of the Committee, if i t  was in the public 
interest for the oflcer to travel by the 12ixury liner, the proper 
course would have been for Government to accord sanction pcr- 
ni t t ing the O c e r  to travel by the luxury liner as a special case. 
oflsetting the swing in the fare of maid-servnnt q a i n s t  tlte 
excessive expenditure incuwed by the Oficer is not only against 
the well recognised standards of financial propriety but open to all 
kinds of adverse commqzts. 

Page 22-Note 11: Employment of a person on trial in the Central 
Reco.very Organisation 

60. An individual was appointed on trial in the Central Re- 
covery Organisation without any sanctioned post. As ht. did not 
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?rove suitable, his services were terminted with an  ex-gratis. 
payment of Rs. 1,200 on an  ad hoe basis. 

61. The Committee understand that a t  that time the Recovery 
Organisation was under the administration of a non-official and' 
later on i t  was taken over by Government. 

62. In evidence, the representative of the Ministry admitted. 
that it was a bad case and could not be defended on merits. The 
Committee were assured that such things would not recur as the 
organisation itself had since been disb,-.nded. 

(i) Page 22, Grattt No. 23-Exteritnl Ajgairs, Note 12. (1953-54 
accounts). 

( i i )  Pnge 24. C r ~ m t t  No. 23---E.rter1~a1 .+lffa?sn. Note 8. (1954-59 
nccou?lts). 

Loans, writes 08, etc. 

63. These cases refer to the writes off of thc recovery of outfit 
allowances amounting to Rs. 4,700 granted to some officials prior 
to their transfer abroad as their posting orders were subsequently 
cancelled and the persons concerned had already utilised the 
money. 

64. In evidence. it was stated that the orders in force at  present 
made it clear that if such an  alloivance was given to an officer 
who subsequently did not join the foreign post, the amount would 
either bc recovered or adjusted against his future entitlements. 
The Committee wanted to know whether there had been cases 
where the allowance was paid more than once because of the- 
interval being too long. In reply i t  uTa.i srated that in one case 
only such allowancca had been granted t w c e  in the past. 

65. The  Committee are of the opinion that such e.t.ceptions in 
individual cases will create an intpressio~l of fnvotiritisrn and 
should be discouraged. While the representative of the Ministry 
admitted that the action taken in the case was indefensible on 
merits, he assured :he Committee that the rules for the grant of 
outAt allowance !lad since been formulated and were being en- 
forced strictly and that such cases would not recur. 

66. I n  rhe prescllr cast.. the  Co:nmtrtec. are. hou~erer ,  of r h r  
view that considering that the oficsrs concerned had. atleast 
porliallg, ?lie benefit of the e.rpeuditurc jrom rhe n n ? f i t  cll8,zcatrct. 
the waiviwg of the rerot1er!j of t h e  ~ n t i r e  nilmr.nnce t v  cwch of 
these cases was ?lot justifid. 
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(i) Page 39, Appropriation Accounts (Civil) 1953-54, Note 

2; and 
(ii) Page 55, .Appropriation Accounts (Civil) 1954-55, Note . 

3-Administration of the scheme of Assistance. 

67. The total amount written off as being irrecoverable from 
the evacuees from war zones during these two years was 
Rs. 16,20,055. The Committee feel that when amounts are written 
off piecemeal, Parliament will not have an opportunity to appre- 
ciate the magnitude of the loss in full. According to the informa- 
tion supplied by the Ministry which has not been checked by 
Audit, the Committee note that the total amount advanced under 
the Scheme came to Rs. 7.18 crores (including about Rs. 85 lakhs 
relating to areas now falling in Pakistan) out of which amounts 
recovered and written off upto December, 1956 respectively come 
to Rs. 24 lakhs and Rs. 95 lakhs. Thus the outstanding amount 
stood at about Rs. 6 crores. 

68. As regards the cost of staff employed, it has been stated 
that all the State Governments except the Governments of Madras 
and West Bengal, were doing this work for which 50'1; of tne 
recoveries made was retained by them. The Government of 
Madras retained 805, of the recoveries; if there were any loss 
to them on account of staff. etc.. it was to be met by the Central 
Government out of their share of 20:';. As regards West Bengal, 
the State Government did not agree to undertake this work and 
consequently the recoveries were being effected through the 
Regional Passport Office. Calcutta, with one Upper Division Clerk 
and a Revenue Officer. The annual cost of establishment employed 
in Calcutta on this work was approximately Rs. 3.000. In addition, 
annual cost of establishment at Rangoon came to about Rs. 47,000. 

69. The Committee are not nl  all satisfied with the progress of 
recovery. They desire the Ministry to examine the whole issue 
with a view ro expediting the recovery of outstunding a m o u ~ ~ t z  
and winding up the organisation both at tire C e n t w  and in the  
States as quickly as possible. 

OUTSTANDING RECOMMENDATIONS 

Sixteenth Report 

Para 3&Purchase of furniture without tenders 

'lo. From a note (Appendix XI) the Committee understand that 
in view of the unsatisfactory supply situation in the U.K. during 
the years 1948-49 and frequent delays in delivery and in the in- 
terests of economy and urgency of the demand, supplies of the 



furniture items in question were obtained from the available 
sources in bulk a t  reduced cost, even if competitive rates were 
not vailable for some of the items. 

71. In evidence, it was urged by the Ministry that competitive 
tenders were not possible for furniture in such small scales in 
foreign countries; nor was it easy for a non-technical head of a 
Mission to check up what stuff was supplied. 

72. The Committee understand that instructions have since 
been issued by the Ministry that while purchasing furniture, its 
durability should be looked upon as one of the important consi- 
derations and catdogues of about half a dozen suppliers should 
always be consulted. So far as furniture for residences was con- 
cerned, the scale had been standardised and furniture worth not 
more than Rs. 1,000 only in a year could be purchased without 
prior Government sanction. 

73. The Committee would, however, observe that before pwr- 
chast.ng the furniture both new and fm purposes of replacement, 
the Embassies must satisfy themselves that the rules and regula- 
Bions relating thereto are strictly adhered to. 

Part 47-Budgeting and financial control of Indian Missions 
abroad 

74. From a note (Appendix XII) stating the principles under- 
lying the refixation of foreign allowance as recommended by the 
Foreign Service Inspectorate, the Committee note that for each 
grade of officers serving abroad, reasonable expenditure of a 
family of average size on food, wages of servants, clothing, mis- 
cellaneous household requirements, laundry, electricity, water 
and fuel; and (for non-representational staff) transport is assessed 
by the Inspectors after an on-the-spot-study of the conditions of 
living and the prevailing prices of foodstuffs and other essential 
supplies as well as the cost of services, etc., and scrutiny of the 
statements of average monthly espenditure of the India based 
personnel at each station. From this is deducted an estimated 
expenditure on these items by an officer of corresponding grade 
serving in Delhi with due allowance for the fact that his emolu- 
ments are not exempt from income tax and he has to pay rental 
for accommodation and furniture. 

75. The Committee express the hope that the rarised rates hawe 
6een carefully fired far each station with full justification and 
would like to watch the new arrangements in actual working. The 
Committee would lake to reserve their comments on this arrange- 
ment pending further study of details supplied and in the tight of 
fatture experience. 
482 LS.4.  



28 
Para 48-Finuncial powers o f  the High C ~ i s s i ' 0 ~ 1 e r  for 

India in the B.K. 

76. The Committee desire that the requisite. information should' 
be ezpedited. 

Twenty-third Report 
Part 41-Hospitality Fund of the Miniktry of External Aflairs 

77. From a statement (Appendix X I I I ) ,  the Committee under- 
stand that Government had revised the ceiling rates for various 
types of entertainments. They are informed' that the question o f  
entertainment in private houses is still under consideration. T h e  
Committee should be informed in  due course of the decision taken. 
in  the matter. 

78. The Committee would, however, suggest that the Ministry 
should frame a set of rules regarding. the entertainment of guests 
by the Government o f  India a d  our representational staf abroad 
so that the  expenditure incurred thereon might be subjected to. 
scrutiny by Audit a d  any possibility of misuse or improper 
spading obviated. 

Para +Advance for purchase of motor cars 
79. The Committee are not satisfied with the Ministry merely. 

noting their observations. They understand from the Cbmptroller 
and Auditor General that action against the officer concerned in 
this particutur case was being considered by *he Ministry in 
another context. The Committee would like to watch the pro.pess 
of this case. 

Para 54--Irregular personal claims of an o m e r  
80. The Committee note that the Ministry of Home Aflairs have 

issued a circular letter to prevent such cases. They feel that it i s  
essential in the case of an o@er of a Ministry who was being. 
considered for re-employment by another Ministry, the former 
employing ~in is ' t ry  should promptly inform the latter about the 
antecedents of the o f i e r  as also the finuncial' or other inegulari- 
ties committed by him in his previous post, to facilitate decision 
regarding his re-employment. 
Para 57-ZnlnfrUCtu~t~b expenditure on resi&enticrl accommodatio?z 

in an ouerseas mission 
81. The Committee note that ceilings for taking howes on renb 

hud been laid down and instructions had been issued as to how. 
the OCCOT~LT~LO~Q~~O~L once tdcen should be utilised in ccrse am 



o p e r  was transferred and no other ewer was posted in his 
place. 

Paras 60 and 61- Purchase of chancery building 

82. The Committee understand that the Ministry of External 
AfTairs have since issued necessary instructions to prevent such 
irregularities in future. 

83. The Committee are of opinion that the Ministry of Finance 
should not have surrendered their functions to the administrative 
Ministry in this case. They feel that the sanction s h l d  have 
been accorded by that Ministby only after they were fully satisfied 
about the points regarding which caveats were entered by them 
in  the sanction. 

84. The Committee still await the promised note from the 
Ministry of Finance explaining their side of the case, duly  cetted 
by Audit. 

(i) Page 54, Grant No. 29-Taxes on Income including Corporation 
Tar, Note 3-Item (tii) (1953-54 m o u n t s ) .  

(ii) Page 59, Grant No. 29-Tases on Income including Corpotation 
Tax and Estate Duty, Note %Item (iii) (1954-55 accounts). 

85. According to the Audit Report, during the years 1953-54 and 
1954-55 remission of revenue and abandonment of claims to revenue 
aggregating Rs. 10.53 and 12.12 lakhs respectively were sanctioned 
as being irrecoverable due to : 

195354 195455 
(i) Assessees having died leav- 

ing behind no assets, gone 
into liquidation or become 
insolvent. 1.34 5.20 

(ii) Assessees being untraceable -53 1.29 
(iii) Assessees having left India 5.72 1.94 
(iv) Other reasons 2.93 3.69 

86. Fram the Statement (Appendix MV) furnished to them, the 
Committee note that Rs. 267.3 m r e s  [including Rs. 5.3 crores re- 
presenting Miscellaneous items outstanding (of which analysis is 
not available)] represent outstanding demands of taxes on income 
(I.T., E.P.T. & B.P.T.) on the 1st April, 1957. 



87. The following is the year-wise break-up of the outstandings 
amounting to about Rs. 262 crores on 1st April 1957 :- 

Year Amount I , 
-- -- - -- . . 

I (In crores of Rs.) 

-. - - - - -- - - - -- -- - - 
88. These heavy cutstandings for recovery are an unsntisfncto7y 

state of aflairs. The Committee feel that the progress in effecting 
these recoveries has been slow and discouraging. In view of the 
mounting additions to outstanding amounts year after year, unless 
the Ministry initiate action with vigour for recovering the dues, 
there is every likelihood of loss of Government money with the 
passage of time. They should, therefore, like the Ministry to con- 
sider earnestly this problem and ~ e p o r t  to the Committee the 
measures proposed to be taken to realise the outstandings expedi- 
riously. I 

89. From another statement (Appendix XV) furnished to them 
a t  their instance, the Committee observe that the actual collections 
of income tax and its cost of collections from 1949-50 to 1956-57 are 
as follows : - 

(In crores of Rupees) 

Year Total Actual Sratcs share Net Coxt of 
Collections Collccr ions 

(Actuds) - - 



SO. I t  has been explained at some length by the Ministry that 
the fall in the collections during the years 1953-54 and 1954-55 was 
mainly due to the general depression in trade and industry during 
the years, 1952-53 and 1953-54. According to the Ministry the 
gradual increase in the uost of collection is due to the fact that 
while 'even a skimming of the surface of a few cases could result 
in substantial revenue' during war years, the task has become 
costlier in the post-war years, due to assessment cases, federal finan- 
cial integration, increase in the number of appeals, tax concessions, 
growing complexity of work, evil of evasion and revision of pay 
scales of employees. While some of these considerations may be 
quite valid, the Committee thought that with the strengthening of 
the Department the collections would go up as the net would be 
cast more widely. They t w t  that the Department will address 
itself to this question of tax evasion and take necessary action. 

Page 144.-Appropriation Accounts (Civil) 195455, Grant No. 35, 
Mint, Audit Comments 

91. The Audit Report disclosed a dquieting position regarding 
the maintenance and verification of stores accounts and disposal of 
unused stores etc., at the Alipur Mint. In evidence, the representa- 
tive of the Ministry explained the reasons for the various deficien- 
cies pointed out by Audit which are dealt with below :- 

(i) A. Consumable Stores (a) 

92. The Committee are unable to accept the argument of the 
Minist~y that in view of shortage and uncertain mcrrket crmditions, 
stores were retained for future consumption but their wiginal ex- 
pectations went wrong and this resulted in accumulation of stores. 
They feel that all this followed from haphazard planning and failure 
to keep a check on incomings and outgoings of stores. They stress 
the need for the setting up of a better machinery for regular stock 
verification and dzsposal of stores. 

(ii) B. Capital Outlay on stores 

93. According to Audit, early action was required in regara to 
the items of plants and machinery which were awaiting installation 
so as to prevent loss due to prolonged storage. 

94. In evidence, it was stated that the plant and machinery had 
been erected but could not be put into commission due to certain 
dif5culties in the gas plant. The machines were reported to 
working very well now. But the fact remains that the installation 
of the machinery took a longer time due to lack of proper p-~g, 
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(iii) C. Physical verification of the Balance of Stores 

95. I t  was admitted that there could not be any excuse for the 
delay in completing the physical verification of stores. The Corn- 
nriffee desire that the existing rules and the time schedule for such 
periodical physical verification of stores should be strictly adhered 
to and no relaxation in this regard made without prior approval of 
the competent authority. 

OUTSTANDING RECOMMENDATIONS 
Sixteenth Report 

Part 1 E e s s  Funds 

96. The Public Accounts Committee (1954.55) had observed that 
it would not be constitutionally in order to levy a cess on certain 
commodities under the provisions of the Acts constituting these 
Funds (most of which were passed before the commencement of the 
present Constitution) and constitute a separate fund from the pro- 
ceeds thereof for an earmarked purpose, as under Article 266 of the 
Constitution, all revenues received and all loans raised by the Gw- 
ernment of India and all moneys received by that Government in 
repayment of loans shall form one Consolidated Fund entitled the 
'Consolidated Fund of India'. It would be manifestly impossible for 
Parliament to exercise any close control over the administration of 
public finance, if the system of assigning particular receipts for spe- 
cified purposes prevailed. Further, such earmarking would turn out 
to be bad budgeting, as there would be no direct correlation between 
the amount of such taxes which were ultimately paid by the general 
consumers and the actual requirements for the development of the 
Industry concerned. 1 

97. In a note furnished to the Committee (Appendix XVI) the 
Ministry of Finance have stated that so long as all tares levied 
by any law were initially brought to account withir, the Consolida- 
ted Fund as revenue and all paynents of equivalent sums to any 
fund or body were made by appropriation from the Consolidated 
Fund and all expenditure out of ad hoc funds under the control of 
the executive were initially treated as expenditure from the Consoli- 
dated Fund and remained subject to the ordinary process of voting 
and appropriation by Parliament, the expenditure being reimbursed 
from the fund to the Consolidated Fund, the procedure conforms to 
the essential requirements of the Constitution and secures full par- 
liaarentat*ll control. 

98. The Committee would like the Ministry of Finance to refer 
th.is question to the Attornql General for his opinion and advice. 



Para 24--Debt position and bans to State and Foreign 
Governments 

99. In para 24 of their Fifteenth Report, the Public Accounts 
Committee observed that, as huge sum of money were being ad- 
vanced by the Centre to the States for financing their developmental 
expenditure, the Centre shwld see that adequate arrangements for 
repaying these loans in time were made by the States. 

100. In their note (Appendix XVII), the Ministry have contend- 
ed that the existing provisions had worked satisfactorily and by and 
large, except in the case of certain rehabilitation loans, where the 
question of sharing of losses with the State Governments was 
under correspondence, there had been no major default in the repay- 
ment of loans or interest due thereon by the State Governments. 

101. The Committee desired to be furnished with a note stating 
$he amount of rehabilitation loans given to the States so  fa^, the 
amount that was due and the amount that had actually been repaid. 
The note is still awaited. 

Para 26-Debt due from B u m  

102. The Committee note that the net balance out of the out- 
standing debt of Rs. 20 crores due from Burma amounting to Rs. 2-04 
crores has since been treated as aid to Burma under the Colombo 
Plan. This figure, it is stated, has been accepted by the Govern- 
ment of the Union of Burma and it finally settles this matter. 

Sixteenth Report 

Para 54-I~~eguIm resumption of a pension 

103. From a note (Appendix XVIII), the Committee learn that 
according to the Ministry the initial liability in respect of the pension 
in question would devolve on India and the Government of Pakistan 
would meet their share of this liability through the overall financial 
settlement between the two countries. 

104. The Committee feel that there has been a lapse on the part 
of the High Commission for India in London because the resumpnun 
of pension in that case had been without any authorisation from 
Audit which was n o m l l y  required specially when the pension, was 
payable in some Indian treasury and not in the U.K. 

105. From a Memorandum (Appendix XIX), regarding recovery 
of amount outstanding against Pakistan in the books of the High 
Commission for India in London on account of payments made by 
the latter on behalf of the former, the Committee note that the net 
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balance on account of claims fo'r the period 1st January 1948 to 31st 
Mwch 1955, now stands at £907,185-4-9 as detailed below:- 

Claims by India . . £ 1,511,277-18-1 
Claims by Pakistan . . £ 304,092-13-4 
Balance due to India . . £ 1,207,185-4-9 
Payment received from 

Pakistan. I .. £ 300,000-0-9 
Net due from Pakistan . . £ 907,185-4-9 

In addition, claims in respect of Pensions and Annuties paid on 
behalf of the High Commissioner for Pakistan between 15th August 
1947 to 31st December 1947, estimated at  £123,000/- are being worked 
out by the High Commission for India in London. . 

The reimbursement of the above payments to India is linked 
with the overall settlement of the outstanding financial issues be- 
tween the two countries. 

106. The Committee are anxious that Government should persuade 
the Pakistan Government to arrive at an early overall financial 
settlement (including settlement of the Partition Debt amounting 
to Rs. 300 crores due to India) with India as it has been pending for 
m r e  than 10 years. 

Para 56-Grant of excessive emoluments to an Oficer on 
deputation 

107. To the objection of the Committee for making a discrimina- 
tion in the grant of emoluments in favour of that particular officer, 
the Ministry expressed their regret. In view of this the Com- 
mittee, would not comment on this aspect of the matter. 

108. I t  was, however, brought to the notice of the Committee by 
the Comptroller and Auditor General that subsequently it was re- 
vealed that the officer concerned in this case had been allowed to 
accept a further payment of Rs. 6,763 from the Ceylon Government 
towards reimbursement of additional income tax that was payable 
by him on account of Ceylon allowances. 

109. The Committee are not convinced of the justification for the 
-cia1 consideration shown to this officer in this ~espect.  They feet 
that in the matter of tax liability the treatment to be meted out t o  
all officers deputed for service under a foreign Government, under 
the CoIombo Plan should be uniform. They trust that there would be 

o c c ~  for the Committee in future to comment on such db- 
cr iminuth .  ' 
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Rdplation of expenditure incurred on a LNew Service' 

without approval of Parliament or State Legislature 

110. The Committee have discussed this matter a t  some length in 
para 392 of this Report. They desired that keeping in view the 
spirit of the Constitution regarding supremacy of the Parliamentary 
Control over finance, the matter should be further examined in t h e  
light of their suggestions in consultation with the Attorney General- 

111. The Committee have not so far been apprised of the fur& 
development of this case although they desired this to be done by  
February last. 

Twenty-third Report 
Paras 70-71-Assessment of Income-tax on re.ytricted value 

of perquisites 

112. From the o~in ion  (Appendix XX) of the Attorney GeneraI 
in  this case, the Committee observe that the Attorney General also 
holds the same view as Audit. In evidence, the representative of 
the Ministry stated that its implication was to reckon the rent- 
free concession for income-tax purposes on the basis of the pre- 
vailing market rates. This, he thought, was never the intention of 
the law, nor of Government nor of Parliament; and that had also 
been the assurance given by the Finance Minister on the floor of  
the House while piloting the amendments to the I.T. Act in 1955, 
He contended that the law was not worded properly and i t  needed 
amendment . I 

113. After going through the Ministry's statement (Appendix 
XXI) of the case fw the opinion of the Attorney General furnished' 
to them, the Committee do not accept the interpretation sought to be. 
given by the Ministry to Section 4 of the Salaries and Allowances of 
Ministers Act, 1952 (Act 58 of 1952) and the Salaries and Allowances 
of ofiers of Parliament Act, 1953 (Act 20 of 1953) by virtue of 
whwh a Minister m officer of Parliament receives (a) rent-free 
accommodation consisting of a furnished residence, the rneintenance 
charges of which, are borne by Government and (b) free supply of 
electricity and water to the residence. In regard to the extent to 
which the value of the two concessions may be excluded in com- 
putirg the total income for the purpose of Income-Tax, the Attor- 
.;ey General has expressed the following opinion :- 

Section 60 enables the Central Government by a notification 
in the official Gazette to make an exemption, reduction 
in rate or other modification in the circumstances there 
mentioned. The orders of the Revenue Department 
dated the 6th of September, 1951 do not fall within sub-. 



section (1) of section 60 in asmuch as they are not (a) 
an exemption made b y  the Central Government, and, 
( b )  notified in the Official Gazette. Further, sub-section 
(3) of section 60 added by  Amending Act VII of 1930 
prevents the exercise after the coming into force of  the 
Amending Act of  the power conferred b y  sub-section 
(1) except for the purpose of rescinding an  exemption, 
reduction or modification already made. 

The orders dated the 6th of September, 1951 which in sub- 
stance put a reduced value on the perquisite of free 
accommodation are, therefore, not in order and, i f  they 
are treated as having been made under section 60 of the 
Act, they offend sub-section (3)  of that Section." 

114. The Committee are of the opinion that the amendment to 
section 7 of the Income tax Act made in 1955 is intended to cover 
.not merely the actual rental value of the rent free accommodation 
but also any concessional recovery of rent. As such, the valuation of 
rent free residence at 10% (if unfurnished) and 124% (if furnished) 
on salaries under the executive instructi~ns is no longer permissible 
and application of executive instructions in the case of Ministers and 
certain other dignitaries of the Union Government whose salaries 
and privileges were regulated by Acts of Parliament is not correct. 
Further exclusion from the total income of the Ministers and other 
dignitaries of the value of water and electricity supplied free Ito 
them in terms of the relevant Acts of Parliament, following the 
old executive instructions, is not in accordance with the present law. 

115. The conclusion, therefore, is inescapable that the continued 
applicaticm of the executive instructions not in accordance with the 
present law is not only resulting in loss of revenue to the State but 
also is g i v i y  extra4egal benefit to a class of people which is not 
permissible in view of the provisions of Section 60 (3)  of the Income- 
tax Act. ? 

116. In view of what has been stated above, the Committee desir- 
ed that Government should consider the matter in all its aspects 
taking into consideration the opinion expressed by the learned 
Counsel and regularise this matter. 

Para 73-Income Tax cases 

117. The Committee are informed (Appendix XXII) that the 
realization of the demands revised by the Income Tax Investigation 
Commission as at the end of Februar?~, 1957 stood at Rs. 13.10 more& 



They would like to be informed of the settlement of these outstad- 
ing  cases, which the Ministry hope to complete by the middle of 
1958-59. I 

Para %Relief and Rehabilithtim of Displaced P e ~ s m -  
write 08 of loans advanced on the a u t h o ~ i t ~  of Appropriation 

Acts 
118. The Public Accounts Committee (1956-57) observed that 

write-off of loans advanced on the authority of the Appropriation 
Act should be made with the approval of Parliament and desired 
the Ministry of Finance to examine how such approval ought to be 
obtained. 1 

119. In a note (Appendix XXIII) furnished by the Ministry, i t  
has been stated that Government agree in principle that Parliamen- 
tary approval should be taken in all cases where substantial sums of 
irrecoverable loans are proposed to be written off. Government 
have suggested that budget provision should continue to be made 
in the Demands for Grants, as at present, in respect of writes-off of 
all loans. But all proposals involving individual writes-off cf Rs. 1 
lakh and more for which provision is proposed in the Budget 
Estimates should be explained in the Explanatory Memo- 
randum on the Budget. Further, if in the course of the year, new 
cases involving writes-off of loans of Rs. 1 lakhs or over occur, 
such cases should be treated as expenditure on a 'New Service' and 
a Supplementary Grant obtained for the full amount or for a token 
Grant if the additional expenditure could be met from within the 
amount already voted by Parliament under the particular head. 

120. The Committee concur in the above procedure suggested by* 
the Ministry of Finance and they would like to watch its working 
in actual practice. 

MINISTRY OF FIRANCE 

Eighth Annual &port 
Page 11-Disposal of Outstanding applications fot loam 

121. On 31st December, 1956, the Administration had 17,672 appli- 
cations for loans pending for dispasal. Out of this, 4,633 applica- 
tlons were dlsposed of leaving a balance of 13.039 at the end of 
December, 1956. 

In  evidence, the Chief Administrator, R.F.A. (hereinafter refer- 
red to as C.A., R.F.A.) stated that since then another 10,000 applica- 
tions have been cleared and the balance of the 3,000 pending loan 

*By m Act of the Union Legislature, the R.F.A. was established on the 1st June, 
I 948, h r  the purpose of givin financial assistance on reasonable terms to displaced 
persans from Pakistan to cnrb If e them to settle in business or industry. 



applications in respect of East Pakistan displaced persons would be 
cleared off by June, 1958. 

The Committee also discussed at some length the future of the 
R.F.A. after the disposal of outstanding loan applications. 

The C.A., R.F.A. urged that although the lending part of the work 
would cease, the Government were still being pressed by certain 
categories of displaced persons for opening of further list of appli- 
cations. Moreover, the exodus from East Pakistan was still conti- 
nuing. Besides recovery and accountal of instalments of loans 
already advanced, the R.F.A. had to maintain their legal side as 
very often loans had to be recalled from displaced persons who fail- 
ed to pay the instalments. The Committee were assured that every 
effort was being made to bring down the establishment charges. 

122. In para 99 of their 15th Report, the Committee commented 
upon the high establishment charges incurred by the R.F.A. In 
a note (Appendix XXIV) furnished to the Committee, it has been 
stated that the Administration have already effected substantial 
reduction in their staff strength commensurate with the decrease in 
the volume of work. In the course of their examination, the 
Committee emphasized that in case Government decided to continue 
the R.F.A. for another 10-12 years, as stated by the C.A., R.F.A. 
they must streamline and rationalise its structure with a view to 
reducing its establishment cost, etc. The representative of the 
Ministry of Finance assured the Committee that the strength of the 
establishment in the R.F.A. would be progressively reduced. The 
Committee should be informed by 1st September, 1958 the amount 
of loans recovered and the corresponding reduction in staf made in 
the various categmies. 

Recovery of loans from the displaced persons from East 
Pakistan 

123. At the instance of the Committee, the Ministry of Finance 
have furnished the following information (Appendix XXIV-A) which 
gives the broad classification of loans advanced to East Pakistan 
displaced persons :- 

-. - - 
No. of Amount of !Amount 

borrowers principal involved (in lakhs 
adv~nced of Rs.) (out- 

(in lakhs of standing of in- 
Rs.) tcrcst and 

principal as on 
31-12-56). - ------- 

I 2 3 4 

(a) Untr~ceablc borrowers who have 
either fled away to Pakistan or 
have gone underground . 142 9-76 11 .70  



( b )  Inexperienced loances believed 
to have diverted major part of 
their loans towa.ls personal ex- 
penses. 762 5 6 . 3  65.17 

( 2 )  BJVU fide bu;incss-men or indus- 
trialists with previous experience. 

(i) who have faileJ due to  scvere 
c,xnpc;ition in the marker . 184'33 37.38 

(ii) who have not yet failed, but 
arc struggling . 2.241 J 162.23 

(6) Loances who have made good 
use of the  loan and hwe succeeded 924 78-37 82-92 

124. An analysis o f  the  above figures presents a gloomy picture 
in so far as the  recovery o f  these loans is concerned. It is apparent 
the  chances of recovery in the cases of categories ( a ) ,  ( b )  and ( c )  
( i )  which would amount to Rs. 114.25 lakhs are almost nil. T h e  
amount at stake in case o f  category ( c )  (ii) is Rs. 162:23 1akh.s on 
31st December, 1956. Here too the chances do not appear bright. 
?'bus the R.F.A. are bound Uo be faced very soon wi th  heavy, bad or 
irrecoverable debts. , 

125. The  Committee have not been informed of the  various steps 
so fat taken by the R.F.A. i n  either tracing the loanees or their 
guarantors and making eflorts to  recover the  outstandings. Apart 
from the loss of principal, the R.F.A. have t o  pay interest t o  t h e  
Government of lndia @ 37;. on the  money advanced b y  it. In  
addition, the incidence of establishment charges, has t o  be taken 
in to  account. 

126. Taking into account all these factors, the Committee express 
their grave concern over this deterioration i n  the  recovery of loans 
(apart from the interest).  They  suggest that Government should 
devise suitable measures i n  consultation wi th  the  Wes t  Bengal Gov- 
ernment ,  t o  retrieve the loss as far as possible. 

Interest and principal overdue f r o m  displaced persons 

127. The following figures supplied by  the Ministry indicate the 
interest and principal overdue f rom displaced persons :- 

Overdue Loans as on 31st December, 1956. 

Principal 
Interest 

Rs. 118.63 la& Rs. 2%': 85 lakhs. 
Rs. 30.60 lakhs Rs. 64.39 lakhs. 



As regards the recovery of the loans in respect of loanees from 
West Pakistan, the Committee understand that a decision has already 
been arrived at by the Government that R.F.A. loans should be 
treated as public dues and adjusted before any compensation is paid 
to such of the loanees and their guarantors who are holding verified 
claims in respect of property left by them in Pakistan. The Com- 
mittee trust that it would be possible for the R.F.A. to enforce re- 
covery of their outstanding loans in respect of this category of 
loanees. They should be informed of the progress made towards re-- 
covery of loans as on 31st March, 1958. 

OUTSTANDING RECOMMENDATIONS 
Provision for Bad and Doubtful debts 

128. In para 95 of their 15th Report, the Committee (1954-55) had. 
expressed their concern that the provision for bad and doubtfd 
debts made in the Balance Sheet might not cover the actual bad 
debts which might turn out to be much more than anticipated. 

The facts and figures disclosed in the preceding para amply 
illustrate that the problem of bad and doubtful debts is likcly to 
assume serious proportions in the near future. The Committee, 
therefore, feel that the R.F.A. should give its most serious considera- 
tion to this aspect. 

In evidence, the C.A, R.F.A. expressed his anxiety to find out a 
realistic basis for the calculation of these bad and doubtful debts. 
For this purpose, he said, the Administration were devising a suit- 
able formula. in consultation with the Cmptroller and Auditor- 
General of India. The Cmmittee, therefme, defer consideration of 
this question till such time as the Administration worked out a 
fonnulcr. I 

Simplification of the procedure for processing of loan 
applications 

129. In para 94 of their 15th Report, the Committee (1954-55) 
pointed out that the delay in the disposal of loan applications in the 
Administration could be eliminated and much of the expenditure in- 
volved in the processing of applications also saved, if the existing 
procedure for dealing with loan applications in the Administration's 
Oface was simplified. 

130. In a note (Appendix XXV) furnished to the Committee in 
this connection, it  has been mentioned that the Administration 
appointed a Departmental Committee called the 'Bhide Committee' 
to examine the procedure of dealing with loan applications. But 
since there arose some difference of opinion over the terms of re- 
ference of this Committee between Government and the Comptroller 
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and Auditor-General, the latter decided not to associate any 
of his officers with this Committee. The Comptroller and 
Auditor-General, the Committee understand, suggested that this 
Departmental Committee should not only recommend a simplifica- 
tion of procedure on some rational and logical basis but should 
also look into the general question as to whether the expenditure 
incurred on the R.F.A. and the results obtained, and the expected 
recovery of loans, justified the retention of the organisation or the 
elaborate procedure for dealing with the loan applications prescrib- 
ed by it. The Government, on the other hand, felt that as the 
general question whether R.F.A. should continue in the present 
form was one of policy, a departmental Sub-committee was not 
competent to go through it. 

131. The Committee understand that a para commenting on the 
existing procedure for the disposal of loan applications in the R.F.A. 
has since been included in the Audit Report (Civil), 1957, which has ' 
been laid before Parliament on 22nd April, 1958. 

The Committee would therefore, defer consideration of this 
question. 

Audit Report (Civil) 195fLPart I 
Para 23, Introductory 

132. The Accounts of the Industrial Finance Corporation for the 
year ended the 30th June, 1955 show a net profit of Rs. 9,69,509 after 
making a provision of Rs. 15 lakhs on account of doubtful debts 
under Sub-section (2) of Section 22 of the I.F.C. Act, 1948. No 
provision has, however, been made against the estimated shortfan 
of more than Rs. 50 lakhs in the case of the loan to the Sodepur Glass 
Works Ltd. which the Committee would deal in the subsequent 
portion of the Chapter. In this case, it may be mentioned, the tot& 
amount inclusive of interest which is yet to be recovered would 
exceed Rs. 65 lakhs. 

A total sum of Rs. 42 lakhs has been paid upto 30th June, 1955 
as subvention by the Government of India to meet the dividend 
Q 24% guaranteed under Section 5 of the I.F.C. Act. The Com- 
mittee enquired about the steps taken to reduce this annual sub- 
vention. In evidence, it was stated that normally loans advanced by 
the Corporation were secured on the assets of the loanee and the 
guarantor and had a cover of 50% as margin. In certain cases, the 
Corporation had advanced money on the Government's guarantee 



and practically all the loans given to the Sugar Co-operatives had 
been guaranteed by the Central Government and the State Gov- 
ernments concerned. I 

lh3. The Committee understand from the Comptroller and Auditor 
General that in the United Kingdom the procedure is that wherever 
a guarantee is given which involves a contingent liability on 'the 
Consolidated Fund, the matter is placed before Purlzument. But 
this procedure is not generally followed in India, and this precludes 
Parliament from being informed as to the magnitude of the sums 
guaranteed by the Government which constitute a Contingent lia- 
bility on the Consolidated Fund of the Government of India. The 
Comptroller and Auditor General promised to include a paragraph 
in his next Audit Report showing the position about the loans 
.guaranteed by the Government. 

Payment of terminal leave salary to the Managing Director 

134. In this case, the Corporation paid its retiring Managing 
Director a lump sum of Rs. 21,000 on the 7th June, 1955 being the 
amount equal to six months' leave salary on the expiry of the term 
of his contract, which ended on that date. 

In evidence, it was stated that under the provisions of the I.F.C. 
Act, the Managing Director was to be appointed by Government. 
Therefore a reference was made by the Corporation to the Govern- 
ment of India regarding the grant of terminal leave concession to 
t h e  ex-Managing Director and their reply was as under:- 

"?&%en an officer enters Government service on contract, the 
contract normally includes a provision indicating that 
leave that would accrue to the officer's credit would be 
available beyond the period of contract if such leave is 
refused during the period of the contract. It is, how- 
ever, for the Board to decide whether they would 
follow such analogy in granting leave in this case." 

The Committee learn that under Government Rules an officer 
Ps entitled to leave on full pay for not more than 4 months in such 
cases and for any period in excess thereof he would be paid half 
pay. The Committee are not sure whether the action of Govern- 
ment in this case was legally correct in remitting this case for de- 
c k h  to the Corporation as the powers of appointment of the 
Managing Director of the Corporation vested in Government, which 
was obviously the reason why the Corporation referred the matter 
to  them. The Committee suggest that this question should be r e  
Sewed to the Attorney General for opinion. 



195. The Committee are constrained to point out that despite 
$heir adverse comment in certain cases handled by this oficer and 
dealt with in Paras 112, 379-91 and 401-06 of their 15th Report, the 
Corporation allowed him to retire with such a handsome ex-gratia 
payment of Rs. 21,000 (termed as "leave salary"). 

Grant of excessive pay to Corporation's employees posted t o  the 
tomtee companies : 

136. The Corporation while posting its officers in certain loan- 
companies to watch its interest, granted substantial increases in re- 
muneration ranging from'230/0 to 54%. The Committee are inform- 
ed that a provision has since been made in the draft staff ngula- 
tions under consideration that the extra emoluments to employees 
posted to loanee companies would not exceed 25% of the pay and 
allowances admissible to them while working in the Corporation. 

137. The Committee desire that ceilings should also be prescribed 
in such cases and copies of regulations under consideration of the 
Ministry in this regard, when finalised may be furnished to them. 

Review of Loan Accounts : 
138. The Committee note that from its inception to the 30th June, 

1955, the Corporation sanctioned loans aggregating about Rs. 28 
crores to 125 companies but 81 of them only availed of the facility 
and the total amount advanced was about Rs. 15 crores. 

In the course of evidence, the Committee were informed that in 
a few cases only the companies declined to take sanctioned loans 
because either they were able to raise the resources elsewhere or 
they changed their plans in a way not acceptable to the Corpora- 
tion. In some cases 50% cover to loans was not forthcoming. But 
in no case had there been refusal of payment because of delays in 
the Corporation's sanctioning the loan. 

139. The Committee suggest that with a view to bridging the 
gulf between the amount of loans sanctioned and that actuany 
availed of, Government should examine the various stages laid down 
by the Corporation right from the stage of receipb of applications 
till the actual payment of the loan and see what improvements can 
be efected. 1 

OUTSTANDING RECOMMENDATIONS 

Fifteenth Report 
Para 102-Provision for Bad and Doubtful debts: 

140. The Committee of 195455 recommended that the Corpora- 
tion should devise a formula in consultation with the Ministry d 
462 L6.4. 



Finance and the Comptroller and Auditor General for .determining 
t h e  quantum of  'bad and doubtful debts', and make a provision in 
respect o f  the  same in the  Annual Balance Sheet o f  the  Corporation. 

The Committee agree with the following opinion expressed b y  
the  Comptroller and Auditor General : 

"The position in regard to  the provision for bad and doubtful 
debts is likely to vary from year to year depending on 
the worth of the security mortgaged and the financial 
position of the debtors and guarantors. I t  is not possi- 
ble, therefore, to prescribe a formula in respect of such 
provision. The provision has, however, to be made 
after assessing and reviewing each individual case of 
loan in  the light of the existing position of repayment 
of each individual debtor." (Appendix X X V I )  . 

. Para 106--Reference of cases to the Ministry of Commerce and 
Industry: 

141. The Committee observe that the Government have noted 
these recommendations made by  them that the Corporation should 
not flout or disregard the advice given by  the Ministry of Commerce 
and Industry in  the matter of grant of loans to new Industries since 
that Ministry is charged with the public responsibility for promoting 
the  industrial development of the country. They desire that in 
cases where the Corporation have any reason to deviate from the 
advice given by the Ministry of Commerce and Industry, the former 
should adduce valid reasons for doing so. 

Para 107-Percentage of establishment charges of the I.F.C.: 
142. The Committee observe that the comparative statement 

(Appendix X X V I I )  showing the proportion that the establishment 
tharges bear to  the total e q e n s e s  in the I.F.C. and similar other 
institutions both i n  India and other countries as furnished b y  the 
Corporation does not meet the specific recommendations made b y  
them. Steps should be taken to bring down the high percentage of 
establishment charges of  the Corporation and the progress made in 
this direction be reported to them when they next  examine the 

+@ accounts of the I.F.C. 

Para 109--Loss on account of  disposal of the  land purchased for build- 
ing Co~pmatirm m e s  in New Delhi: 

143. The Committee are not satisfied wi th  the  Government merely 
having 'noted' their earlier observations that the  launching o f  the 
project jbr the building o f  the  Corporation o@es which had resulted 
in an i n f r u c t ~ e  expenditurebof Rs. 2 l a k h  was both i q q m t t c n e  cu 
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well as imprudent i n  view of the financial position of the  Corporation 
as i t  was then. They ,  therefme, desire that' Government should 
investigate the matter further w i th  a view t o  fl;nng responsibilitl~ for 
the loss and reporting t o  them the steps taken to eflect recovery 
thereof. 

Para. 110-Payment of fees amounting t o  Rs. 2,000 t o  an  Advocate of 
the Bombay High Court for drafting a reply to Chapter VII of 
the I.F.C. Enquiry Committee Report : 

144. In this case, expenditure had been incurred by the former 
Managing I)ircc.;or of the I.F.C. under his own authority. The COW&- 
ntlttee feel that instead o f  merely 'noting' the observations d e  by 
them, Goz7ernmwt should have taken necessary steps for recoveting 
the amount from ?be individual concerned more especially when the  
Gvvernment r!wmselves admitted that this expenditure was not a 
proper charge on the Corporation. They regret to  note that this 
person is no l r , x j f l  i n  the service of the Corporation and has already 
retired after iirlv~ng been given an ex-gratia payment of Rs. 21,000 
in the form of 1ccu:e salary, as referred to  in para. 134 above. The3 
would, therefore, wggest that the Corporation should obtain the  legal 
opinion from its Legal Adviser with a view to enforcing recovery of 
thr.; i ~ w g u l a r  charge incurred 'by this Officer. 

Para. 112-Sodepur Glass Works Case: 

145. 'The Piitilic Accounts Committee (195455) observed that the 
two main issues involved in this case were: 

(i) the lrisnner in which certain loans etc. were given to the 
concern, whether it was in the best interest of either of 
the concern or Corporation etc., and 

(ii) ihe f u h r e  working of the Gkss factory. 

They called for further information on the following points:- 

(I) Causes for the delay in making payment to the Sodepur 
Glass Works, and 

(11) the result of the endeavour made by the Negotiating Com- 
mittee for the disposal of the assets of the Sodepur Glass 
C'o. to the best possible advantage of the Corpomtion. 

After protracted correspondence, the Ministry furnished the 
following infurmation to the Committee of 1956-57:- 

(a) Agreement entered into by the Industrial Finance Corpora- 
tion with the Asahi Glass Company Limited for the 
purchase of the assets of the Sodepur Glass Works 
lAvyendix XXVIII.) 
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(b) Note stating the latest position in r e s r d  to the floating of 

the Public Limited Company in India by the Japanese 
firm (Appendix XXIX.) 

As regards (I) above, the Government of India appointed Shri S. G. 
Barve, I.C.S., former Joint Secretary in the Ministry of Finance to 
examine the recommendations made by the I.F.C. Enquiry Committee 
in respect of the deal with Sodepur G b s  Works Ltd. The Report 
also inter alia deaIt with the alleged delays caused in making payment 
of loan sanctioned to this Company by the Corporation. 

After considering the papers referred to above, the Committee 
called for a note stating the latest position in regard to the action 
taken or proposed to be taken for making good the loss of over half 
a crore of rupees sustained by the Corporation in their deal with 
the Sodepur Glass Works Ltd. After repeated reminders, this note 
was received from the Ministry sometime in September, 1957 
(Appendix XXX.) 

Before the Committee proceed to deal with this case, they would 
like to recapitulate the main events leading to the formation of the 
Indo-Asahi Glass Company Ltd. and its taking over the assets of the 
Sodepur Glass Works Ltd. 

146. In accordance with the terms and conditions laid down in the 
agreement, dated the 6th July,1956 (Appendix XXVIII) entered into 
between the Corporation cand the Asahi Glass Company LM., the 
latter floated an Indian Company by the name of The Indo-Asahi 
Glass Company Ltd.' This was incorporated under the Companies 
Act, 1956 on the 11th August, 1956. Its objects among other things 
being the ecquisition and rnanufwturing all varieties of glass and 
glassware, with a capital of Rs. 65 lakhs. Out of this, Rs. 30 lakhs 
were to be contributed in India. The balance of Rs. 35 lakhs was 
ta be taken up by the Japnnese concern-Rs. 17 lakhs against 
machinery, equipment and materials to be brought from Japan, and 
Rs. 18 lakhs by providing the technical know-how, in return for free 
shares. The Corporation also agreed to grant the Indian Company 
a further loan of Rs. 7 lakhs to enable it to put the plant and 
machinery of the Sodepur Glass Works in order. 

In the evidence before the Committee of 1956-57, it was stated 
that after 17 years, the I.F.C. ww expected to be rqa id  the amount 
of loan advanced by it and the Japanese shareholders would have to 
transfer a certain part of their holding to the Indian shareholders in 
order to make the Indian participation in the capital equal to 51 per 
cart 

147. The Committee were further given to understand that the 
Government would look into the Committee's suggestion for a stipu- 
lation to the effect that in the went of any transfer of shares by t ,  
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Japanese Arm at the t h e  of the reconstitution of the Indian Compariy 
(after a period of 17 years), the Government would have the right 
of first refusal to acquire these shares either at the face value or at 
any reasonable premium. 

148. As regards the second aspect of this case, viz., how the Cor- 
poration proposed to make good the loss of about Rs. 50 lakhs sustain- 
ed by them in their deal with the Sodepur Glass Works, which has 
since been written off, as already referred to in prtlra 132 above, the 
Committee understand that the Corporation are making efforts to 
settle the matter with' the guarantors. The Committee should be 
informed of the final outcome of the action taken against the 
guarantors. 

(Department of Agriculture) 

Audit Report (Civil) 1956-Pa1-t I 
Para. %Wasteful expenditure on air freight: 

149. The Central Tractor Organisation placed orders for spare 
parts of tractors worth Rs. 9.112 in February, 1953 direct through 
a private firm without the intervention of the D.G.S. & D. and 
apprised the D.G.S. & D. of the purchase in April, 1953. The stores 
were obtained by air in May, 1953 on grounds of urgency a t  an 
extra expenditure of Rs. 2,115 over the freight by surface route. 
While regularising the direct purchase as a special case in July, 
1953, Finance observed that the Organisation should be in a position 
to assess its normal requirement and place indents on the D.G.S. & 
D. Out of three items purchased, two comprised 566 and 144 units, 
of which only 10 and 12 units, respectively, were issued upto March, 
1955. According to the Audit Report, the slow and small consump 
tion hardly justified the emergent purchase and air lift. 

Again in September, 1953 and February, 1954 some more parts 
worth Rs. 4,082 m d  Rs. 3,980 for the same type of tractors were 
obtained by air, the extra expenditure being Rs. 2,896 and Rs. 2,530 
respectively . 1 

150. In the course of evidence, the Committee were informed by 
the witness that the spares had to be imported by air urgently on the 
recommendation of u foreign engineer to avoid the tractors going out 
of commission. The Committee wanted to know whether the Chair- 
man, C.T.O. had the powers to order for import of stores by air. It 
was contended that rules governing the purchase of spares by the 
Chairman did not preclude him specifically from so doing. The 
Committee are tinable to accept this view. They are of opinion that 
wherever the ruler do not apecijtcally ccmfer certain power8 on an 



of)icerVthe correct thing to  do  would be t o  have the position clarified 
inrmediately by reference t o  the Administrative and Finance Minis- 
tries instead of acting on presumptions. In the present case, the 
matter was ~eferred to Finance only after the order had actually been 
placed. There ~ o a s  no evidence on record as to whether Finarwd 
ever raised the qilestion of the C.T.O.'s competence to ordm stores 
direct in  this ccse. The Committee are surprised that Finance 
regularised the purchase without examining this aspect of the matter. 

151. The Committee were informed b y  the representative o f  the 
Ministry of  Finance that to meet such emergent situations in future 
the Chairman, C.T.O. hnd been delegated powers to purchase stores 
upto a limit o f  1;s. 10;OOO. The Committee agree that there should 
be adequate dekyation to facilitate smooth and expeditious worki~ig 
of the admnistrative machinery; but they would caution that such 
provisions sl~ould not be misused. They had in the past occasion to 
consider a similar case where project stmes had been ordered by air 
and the freight alone cost w e  than the stores themselves. In this 
case, it is obvious that even according to the delegated powers, the 
Chairmatl had exceeded his limits as the  cost of the stores together 
With the freight thereon went above the limit of Rs. 10,000. The 
Committee znodd like the Ministries to take serious notice of such 
cases in juture. 

152. Judging p o m  the slow rate of issue of these stores, the plea 
of urgency in support of their air-lifting is hardly convincing. The 
Committee, therefore, feel that the C.T.O. could easily have checked 
their requirements and placed the order through the D.G.S. & D. Suoh 
orders by  air not only lead to avouiable expenditure, but also indiccte 
Iack of proper jore-thought and planning on the part of the adminis- 
tration. Further, in this case no endeavour was made to restrict the 
import by  air to the quantity that would have 'been required during 
the  period the balance of stores would have taken to reach by  the 
surface route. The Committee feel that such a course would be a 
better alternarivc f,o adopt in similar cases in future. 
Appropriation Accounts (Civil) 1953-54 Audit comments-Store 

Accounts of the Cattle-cum-Dairy Farm, Karnal ol Page 42: 
153. I t  has been reported that the value of  machinery stores in 

stock on the  31st March, 1954 was in excess o f  the normal require- 
ments o f  Dairy which unnecessarily locked up  Government money. 
Secondly, no reserve stock limit had been prescribed. Thirdly, trle 
physical verification o f  stores was being conducted b y  the Ofacer 
who  was also incharge thereof. 

I t  was explained t o  the  Committee b y  the  representative of  the 
Ministry tlmt the  physical verification of  stores had been completed 
and the  Director o f  the  Dairy had been directed not t o  keep stock in 



kxbess of the requirements for more than one year under any circum- 
stances. The Committee desired to be furnished with a note on the 
exact nature of Ministry's instructions to the Director in  pursuance 
of the dbove comments in the Audit Report. This note* is still 
awaited. 

Appropriation Accounts (Civil) 1954-55 
Grant No. 124-Other Capital outlay of the Ministry of Food and 

Agriculture, Page 103 Note 8 (a) --Government Capital Account: 
154. This note referred to the non-reconciliation of accounts of 

the C.T.O. It  was explained to the Committee that the C.T.O. 
had a capital of Rs. 5.24 crores in 195455 and the unreconciled 
amount was Rs. 75 lakhs which includes Rs. 64 lakhs on account of 
transfer of Pashabhai Pate1 Implements, etc., and at present it stood 
a t  Rs. 30 lakhs. Efforts are being made to reconcile the balance. 

The Committee desired to be furnished with a note giving detailed 
reasons for non-reconciliation of accounts and eflorts that were being 
made to clear tfi.em. They desired that these accounts must be recon- 
ciled before the presentution of the Report to the Parliament. But 
they regret to observe that the requisite note** has so far  not been 
receivea by them 
Note 8 (b) Suspense Accounts-Interest Chargeable from State 

Governments due to s;laggered recoveries: 
155. In the Accuunts of the C.T.O., a sum of Rs. 32,83,338 had been 

shown as cmtstanciing on account of interest chargeable to the State 
Governments clue to staggered recoveries from them and credit for 
the corresponding amount had been taken in the Reclamation Opem- 
tion Account, although the State Governments had not so far agreed 
to pay such interest charges. On a similar item in the accounts for 
1951-52, the Committee had commented in para 71 of their Sixteenth 
Report that it u;as wrong to take credit in the accounts of the Organi- 
sation for such disputed charges. They are amazed that this practice 
is being contin~wtl in subsequent years also, especially when it was 
admitted by the revresentative of the Ministry that Government were 
unable to wdise interest from the States. 

156. From a liote (Appendix XXXIII) submitted to them, the 
Committee note that orders have been issued by Government that 
Rs. 35,76,047, repcsenting the total interest charges recoverable from 
State Governments in respect of the outstanding instalments of recla- 
mation charges for work done by the C.T.O. should be exhibited as a 
loss in the opcrntional accounts of the Organisation. The Committee 
consider it ztnfortunate that this m t t m  was not handled effectively 
- - - 

*The note (Appendix XXXI) has s u m  been rec:wed, but could not be considered. 
**The note (Appmdix XXXII) h ~ s  s i n e  been rcceivcd, but could not be considered 

by the Committec. 
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by t b  hh i s t ry  right from the initial stages which had led to the 
accumulation of large arrears of interest. 
dppropriution Accounts (Civil) 1954-55 Grant No. 124-Other 

Capital outlay of the Ministry of Food and Agriculture, Page 
132: Sub-para (ii)-Payment of subsidy to the C.T.O.: 

157. To bring down the operational losses, the C.T.O. raised the 
rate of recovery of reclamation charges to Rs. 55 per acre with effect 
from the season 1953-54. With the steep fall in the prices of food- 
grains, this rate could not be maintained and Government decided to 
reduce the rate to Rs. 40 on an ad hoc basis and the difference was 
to be made up by a subsidy at Rs. 16 per acre from Grow More 
Food Funds. Thus the shortfall to be made good out of G.M.F. 
Funds amounted to Rs. 15,47,123. 

In support of the sanction under which the subsidy was paid to 
the C.T.O., the representative of the Ministry of Finance quoted in 
evidence the following passage for providing financial assistance to 
States under the G.M.F. Scheme:- 

"Land reclamation schemes undertaken by State Governments 
with their own tractor units would be eligible for Central 
subsidy to the extent of 50 per cent. of the net loss 
incurred by the State Governments or 124 per cent. of 
the total expenditure, whichever is less. The subsidy 
woula be permissible only when the C.T.O. cannot take 
up the work." 

158. The last sentence of the above quotation, which precludes the 
payment of subsidy to the C.T.O., rebuts the contention of the Min- 
istry of Fjrmnce. In defence, it was explained by the representative 
of the Ministry ~f Finance that on the analogy of land reclamation 
scheme, this subsidy was permitted and this practice was in vogue 
for a number of years. On further questioning, he admitted that 
the rule quoted above was not applicable to the case under considera- 
tion. The Committee would advise that every pmposal should be 
scrutinised by them in all its aspects before according their appova1. 
In the present case, a part of the funds voted by Parliament for 'being 
spent on G.4M.F. schemes, were to be diverted to meet certain lossea 
incuwed in the C.T.O. The Committee are of the opinion that in 
such cases where provision for expenditure has not been made in the 
Budget Estimates and the proposed expenditure ~epresents a marked 

. expansion of an existing scheme or service, it should be submitted 
for the prior upproval of Parliament by means of a Supplementary 
Estimate. The?] Tegret that this important aspect was lost sight of 
by Finance. So far as this case is concerned, the Committee were 
given to understand that Government have since decided to exhibit 
this expenditure distinctly in the Estimates as a loss incurred by the 
C.T.O. 



Sixteenth Report 
Para. 6 S P a y m e n t  of Unnecessary Commitment charges: 

159. From notes (Appendices XXXIV and XXXV), the Com- 
mittee learn that 32 tractors purchased for mopping up operations 
had since been disposed of to the States as it was found subse- 
quently that this work could be done with the help of some old 
tractors. Besides 48 items of TD-9 tractor spare parts out of 66 
purchased had either been consumed or disposed of. The book value 
of the remaining parts worked out to Rs. 2,273 and efforts were 
being made for their speedy disposal. The Committee would like 
to  know, in  due course, the result of these eforts on the part of the 
Ministry. 

160. The Committee further learnt that the Enquiring Of3cer 
appointed to investigate into this case of unnecessary purchase of 
tractors and spares and certain other tmsactions of the C.T.O. had 
come to the conclusion that there was no case for any action against 
any officer and that the Government had accepted that conclusion. 
?n tke present case where an enquiry was conducted on the Com- 
m;ttee's recommendations, a copy of the Report of Enquiry should 
h a m  been furnished to the Committee. The Cmmqttee 
destrt. that in future whenever an enquiry is made at their instance, 
the regwt of that enquiry should invariably be furnished to them. 

161. I\ was, however, brought to the notice of the Committee by 
Audit that the Enquiring Officer had observed in his report that the 
officer against whom the enquiry was held got an initial report by a 
subordinate technical officer about the quality of the implements 
substituted subsequently, and altered the noting on the file. The 
Committee feel that in the face of this charge, the contention of the 
Ministry that there was no case for any action against any oficeT( 
concerned with the transaction, is untenable. In the opinion of 
the Committee, it was a grave oflence cm the part of the ofjicer to 
have tampered with the file which should have been dealt with 
appropriate severity. They regret to observe that Governncent had 
'been needlessly mild in this case. 
Paras. 67 and 68-Unnecessary purchase of machinery: 

162. From the note (Appendix XXXIII), the Committee under- 
stood that a review of the spare parts'in stock upto 31-7-56 had al- 
ready been completed and spares amounting to Rs. 42,26,303 had 
since been declared as surplus and spares worth Rs. 10,20,359 had 
been sold resulting in a profit of Rs. 6,94,184. 

The Committee were informed by the Chairman, C.T.O. that the 
position of store accounting and physical verification of stores in 
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the C.T.O. was improving. But he could not say when the stored 
would be cleared as the pace of disposal would be slow now and 
the fact that they were becoming obsolescent was also to be taken 
into consideration. The Committee, however, are not satisfied with 
the reported pace of progress in disposal of stores and physical 
veiLfication of stores in the C.T.O. They are afraid thut unless &is 
work is completed quickly, the risk of more obsolete stores accumu- 
lating with time was there and may nullify the work already done 
in this direction so far. They, therefore, desire that a time limit 
should be set for this work and earnest efforts should be made to 
complete the work by that date. 
Paras 72 and 73-Results of physical verification not finalised: 

163. The Committee desire that the reconciliation of discrepan- 
cies must be completed without further delay. 
Para 74--Disposal of non-tractor parts as are not reqxired for use 

in the C.T.O.: 
164. From the state of sales (Appendix XXXIV), it appeared that 

about 40% of the stores declared surplus could be disposed of from 
1951 to end of March 1957 and there was still a large balance of 
about Rs. 70 lakhs worth of surplus stores. They were informed that 
surplus stores worth about Rs. 50 lakhs had been sold for about 
Rs. 76 lakhs yielding a profit of Rs. 26 lakhs over their book value. 
The Committee are of opinion that before arriving at the profit, the 
overhead charges including interest and storage charges should also 
be taken into account. The progress in che disposal of stores is slow 
and further additions to surplus stores as time passes have also to 
be reckoned with. The position of disposal of stores is far from 
satisfactory and warrants some reorientation of the procedure for 
declaring stores as surplus and disposing them of. 

Para 75-Fixation of Monetary limit of stores: 
165. From a further note (Appendix XXXVI), the Committee 

understand that the Ministry have since refixed the monetary limits 
for all categories of stores in the C.T.O. on the basis of average of 
actual consumption of Stores during 1955-56 and 1956-57. It is ob- 
served that the limit for petrol, oil and lubricants has been fixed 
at Rs. 23,60,000. The Committee consider it to be obviously exces- 
sive, as the stocks of these items are not required to be held for fie 
whole year's requirements 'and their supply can be easily obtained. 

Twenty-third Report - 
Para 84--Loss in operation by new units in the C.T.O.: 

166. From the note (Appendix XXXVII), the Committee note 
that in 1954 due to fall in the prices of agricultural commodities, 

* 



the States were opposed to giving work to C.T.O. a t  the then exist- 
ing rate of Rs. 55 per acrelhour as the cultivators were not willing 
to pay a higher rate. The rate for 1954-55 was accordingly fixed a t  
Rs. 40 per acrelhour and it was decided in consultation with the 
Ministry of Finance and the Planning Commission that the loss 
would be met by the Central Government. On the same grounds it 
was decided to reduce the rate to Rs. 35 per acre/hour in case of 
reclamation of kans infested lands on the condition that the net 
deficiency for all types of work for the years 1955-56 to 1957-58 would 
not exceed Rs. 50 lakhs and that every effort would be made to 
bring down the cost of operations. I 

167. The Committee desired to know how the rates charged by 
the C.T.O. compared with those charged by the State Governments. 
The Committee were informed (Appendix XXXVIII) that the trac- 
tors with the States were not as heavy as those of the C.T.O. and the 
accounts of the operational charges were not kept on commercial 
lines to afford a proper basis for comparison. In 1953-54, the rate 
charged by the Bombay Government for deep ploughing upto a 
depth of 12" to 14" was Rs. 30 per acre and the rate charged by the 
C.T.O. in that Year for kans clearance work which normally involved 
ploughing to a depth-of 12" to 14" was Rs. 55. It  has since come 
down to Rs. 35. The Committee feel that there is much scope in a 
big and old organisation like the C.T.O. to bring down the cost of 
operation charges considerably so that the benefits of tractorisation 
are available to cultivators at reasonable cost. 

Pashabhai Patel Implements Case: 

168. The purchase of agricultural implements in 1946 for Rs. 45 
lakhs from Messrs. Pashabhai Pate1 & Co. which could not be put 
to any use because of their unsuitable designs and defective manu- 
facture has been criticised by the earlier Committees. Shri Divatia, 
n retired Chief Justice of the Saurashtra High Court, was appointed 
to conduct an enquily into the whole transaction and the Commit- 
tee were informed in 1955 that the report of Shri Divatia (submit- 
ted by him in 1952) was still under the consideration of Govern- 
ment. The Committee were unhappy at the inordinate delay in tak- 
ing a decision on this case and observed inter a h  that- 

(i) Government should arrive at a decision w~thout  further 
delay; 

(ii) deterrent action should be taken against the officers who 
were responsible for the purchase of these defective 
implements; and 

(iii) the C.T.O. should not proceeci with the wholesale r&+ 
bilitation of those implements (as recommended by the 
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F.A.O. Expert) until the utility of the rehabilitated 
implements had beqn established and the State Gov- 
ernment placed firm orders for their purchase. 

The Ministry of Food & Agriculture have submitted towards the 
end of September, 1957 a statement (Appendix XXXIX) showing 
action taken by them on the above recommendations. The Com- 
mitttee considered this statement and their comments are given in 
the following paragraphs: 

Disciplinary action against the oficers: 

169. It is reported that two of the officers of the Ministry of Food - and Agriculture who were mainly concerned with the purchase of 
the implements had retired and another officer had died. Two other 
officers who were also involved in the case had retired and another 
officer had been dismissed for involvement in some other case. 
Three officers of the Inspecting Wing oi  the W.H.S. Ministry were 
warned for "not doing their duty more vigilantly" and another 
afacer had migrated to Pakistan. I 

The Committee are distressed to  see the helplessness of Govern- 
ment in punishing the delinquent oficials as they had retired. But 
the responsibility for this rests squarely on the Government as it 
had taken Government more than 10 years to arrive at the final 
decision on this case. The inordinate delay in this case has only 
enabled the  guilty oficers to escape punishment. Even in  regard to 
officers still in service, the action taken by  G o v e ~ n m e n t  is far from 
satisfactory. The warning administered to the two  oficers of the 
Inspectiun Wing was not even recorded in  their character rolls. 
(Appendix X L ) .  In defence, the Ministry have stated that  he in- 
tention was formally to censure the officers, in  which case extracts 
of the  warning would be kept in their character rolls. 

T h e  Committee are definitely of the view that warnings, if they 
are to have any value, should be recorded i n  the character rolls for 
future reference at the  time of promotion, re-employment or retire. 
ment. I 

Rehabilitation of the  Implements: I 

170. I t  was stated in the note from the Ministry that a sum of 
Rs. 3,35,650 had been accepted from Messrs. Pashabhai Pate1 & Co. to 
meet the cost of rehabilitation of the implements in final settlement 
of  the case in so far as the firm was concerned. The Committee 
wanted to know the basis for this settlement. In this connection 
they drew attention to para 10 of the Seventh Report of the Esti- 
mates Committee wherein the estimated cost of rehabilitation was 
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reported to be at  about Rs. 10 lakhs. I t  was also pointed out by 
Audit that the Chairman of the C.T.O. had in  a letter of 6-8-1953 
to the Ministry expressed his doubts on the proposal to spend Rs. 10 
lakhs on the rehabilitation of the implements. He had also advised 
caution in accepting the expert's rehabilitation estimates without 
fully ascertaining in field tests, under independent supervision whe- 
ther the rehabilitated implements would really stand the strain of 
the type of work for which they were likely to be used. In these 
circumstances the Committee were at  a loss to understand how the 
sum of Rs. 3,35,650 was accepted. 

171. The representative of the Ministry informed the Committee 
that while forwarding the Expert's note dated the 30th April, 1953 
to Government, the Chairman, C.T.O. indicated that the total cost 
of rehabilitation of all the implements would be Rs. 5,62,500. The 
difference between this figure and Rs. 3,35,650 was due to the fact 
that the latter figure represented the estimated cost of rehabilita- 
tion of only such of the implements as were considered to be capa- 
ble of economic rehabilitation. 

According to the information placed before the Committee, the 
expenditure on the modification of 32 implements by the Expert 
was Rs. 83,076 although separate figures of expenditure for each 
type of implement were not available. If so, settlement with the 
fmn a t  Rs. 3,35,650 for modifying 876 implements was totally inade- 
quate. The Committee arc now informed (Appendix XLI) that i t  
has since come to the notice of the Ministry that the Expert's esti- 
mate of the cost of rehabilitation was on the basis of mass conversion 
of at least 100 implements at a time in a workshop without as much 
overheads-as in the C.T.O.; although this fact was reported by the 
Director of Administration and Operation, C.T.O. to the C h d m a n ,  
C.T.O. in December, 1953, the above fact was not brought to the 
notice of Government by the latter. 

In reply to a specific question whether the views of the Chair- 
man, C.T.O. contained in his letter dated the 6th August, 1953 were 
placed before the Committee of Officials appointed by the Cabinet 
or whether he was consulted by that Committee, the answer was 
that the Chairman. C.T.O. was also ex-officio Deputy Secretary 
in the Ministry and in his latter capacity he did not press his mis- 
givings while submitting a note to the Secretary on the subject. The 
only possible inference, it was added, was that the doubts expressed 
in his letter of August, 1953 were subsequently cleared. Further, 
as the Joint Secretary of the Ministry who was in overall charge of 
the C.T.O. was a member of the Committee of Officials who enquir- 
ed into this case, the question of the Chairman, C.T.O. being 
directly consulted by that Committee did not arise. 



172. The Committee are not convinced with the above explana- 
h n .  They understand that the report on the  performance of the  
modified implements was not satisfactory and there was no market 
for them. In these circumstances, Government should have pre- 
ferred a claim against the firm for compensation covering the entire 
cost of the implements. In settling the compensation at Rs. 3,35,650, 
the  firm has benefited at the expense of the tax-payer. 

Then the explanation given for not apprising the Committee of 
Oficiuls, who enquired into this case, of the views of the Chairman, 
C.T.O., is neither satisfactory nor convincing. They are amazed at 
the distinction sought tb be made by  the Ministry about the opinion 
given-by the Chairman, C.T.O., who was holding a dual appoint- 
ment namely the Chairmanship of the C.T.O. and Deputy Secre- 
taryship in the Ministry of Food and Agriculture.' Such a situation 
is the outcome of appointing an officer of the Secretariat to be 
simultaneously in  charge of the administration of an organisation 
under the Ministry. The Committee trust that Government will 
profit b y  such experiences. 

Twelfth Report of the P.A.C.-Fertiliser Deal Case. 

173. The  Committee note that out of two  officers i n ~ o l v e d  in the 
case, one has been acquitted b y  the High Court while the other has 
been convicted and sentenced to 6 months' rigorous imprisonment 
and his appeal is pending before the Supreme Court. The  Commit- 
tee also understand that the  suspension order against the  former 
has been vacated and he  has been allowed to  proceed on leave pre- 
paratory to retirement. The Co~nmittee desire that a copy of the 
judgement of llhe High Court be furnished to them. They would 
also like the Ministry of Home Algairs to communicate to the Com- 
mittee the final outcome of the appeal of the other officer pending 
in Supreme Court. 

Department of Food 
Para &Loss due to faulty agreement: 

174. In April, 1954, a foreign firm offered to sell 1,60,000 tons of  
sugar at £381- per long ton C. & F. The Indian Embassy there was 
asked b y  the Ministry t o  of fer  £371101- per long ton C.  & F. which 
might be increased t o  f 37/15/- as a last resort. T h e  Embassy hav- 
ing informed that the  firm had informally agreed t o  the rate of  
E37/10/- per long ton, the  Ministry authorised it to  purchase 55,000 
tons at the ceiling price o f  £37/10/-. Subsequently on 24th May, 
1954 the firm stipulated that the discharge expenses would be to 



buyer's account. The Embassy accepted the stipulation and signed 
an agreement without consulting the Ministry. When the Ministry 
got a copy of the agreement, they asked the Embassy on the 16th 
July, 1954 to have the clause regarding the discharge expenses 
amended to make it payable by the sellers as in fixing the ceiling 
price of £37/10/- C of F their intention was that the price would be 
was all-inclusive. After negotiations, the firm agreed to bear ex- 
penses amounting to only Rs. 79,000 (approximately) in respect of 
about 22,500 tons which were then awaiting despatch. Government 
had, however, to bear an expenditure of Rs. 89,595 by way of dis- 
charge expenses on the quantity already shipped. 

To a question whether the officer in the Embassy was acting with- 
in his powers in accepting the provision relating to stevedoring 
charges without reference to the Ministry when the Ministry had 
already intimated the ceiling price at £37/10/- per ton, the repre- 
sentative of the Ministry replied that the officer should have first 
referred the matter to the Ministry. That was where the mistake 
started which resulted in the extra payment. The Committee were 
further informed that the officer concerr.ed had not even been warn- 
ed for the mistake. 

The Committee feel that undoubtedly the olficer in the Embassy 
had acted beyond his jurisdiction in agreeing to the additional pro- 
vision in the contract withour first consulting the Ministry. In 
their opinion, it was not a bona fide mistake but a case of failure 
on his part to carry out specific instructions. The Committee desire 
that the displeasure of the Government should now be formally 
communicated to the oficer and the fact reported to them. The 
Committee are unable to accept the plea that the oafcer did not 
know the correct form to be adopted. 

Para &Loss on sales without proper contract: 
175. In this case the letter of acceptance of the tender of a firm 

for the purchase of surplus and unserviceable gunnies, etc. was 
signed by a junior officer in the Ministq and was not expressed in 
the name of the President, as required under the Constitution. No 
formal contract was executed. Subsequently, the firm repudiated 
the terms of the accepted tender and stopped lifting the stores. 
The stores had to be disposed of at lower prices, resulting in a loss 
of Rs. 17,307. The contractor filed a suit for the refund of his 
security deposit of Rs. 6,500/- which had been withheld under the 
orders of Government and Rs. 807 representing interest on security 
and other incidental charges. On legal advice the case was settled 
out of m r t  and the contractor was refunded his security deposit 
plus an additional sum of Rs. 250/-. 



The Committee are unable to accept the plea that the Omers  
were not aware of the correct form to be adopted in such w e 8  of 
acceptance of tenders. l'hey* understand that there i s  a list which 
indicates the authorilries competent to sign contracts. on behalf .af 
the Government. The Oficer concerned had not obviowty consulted 
this list before he signed the acceptance letter. The Committee hcrd 
in the past occasions to comment on similar cases. But such cases 
still recur. They, therefore, recommended that all oficers dealing 
with contracts should be made familiar with these elementary prin- 
ciples of contract so that defaulting contractors do not escape on 
technical defects in procedure and can be dealt with suitably undet 
the Berms of contract. 

Para 7-Grants-in-aid to a private body: 
176. An All India Women's Organisation was sanctioned grants 

of Rs. 70,000 in 1950-51 and of Rs. 3,90,300 during the succeeding 
three years. Out of the latter amount the Central Committee gave 
advances amounting to Rs. 2,74,528 to its various branches. A pri- 
vate registered firm of Chartered Accountants, who audited the ac- 
counts of the Central Committee and its branches, reported various 
irregularities in the accounts of the branches. The firm of auditors 
was unable to certify whether the whole amount of Rs. 2,74,528 was 
validly spent for purposes for which it was intended. While noting 
with regret this deficiency on the part of the organisation in main- 
taining the accounts, Government issued orders in October, 1955 for 
the acceptance of certificate of disbursement from the omce bearers 
of the Council and the branches concerned in lieu of missing vouchers 
and payees' receipts. 

The Committee would recall that similar irregularities were 
noticed in the accounts of this organisation in 1952 and commented 
upon in the Audit Report, 1952 Part I. The Comptroiler and Audi- 
tor General drew the attention of the Committee to the following 
observation of the Ministry while addressing the Organisation:- 

"The Second instalment of the grant for 1955-56- will be pay- 
able only after the Council submits to Government a 
clear certificate from their auditors in respect of the 
amount of expenditure during 1954-55." 

Despite the above warning, the Ministry took a lenient view and 
continued the payment of grants without getting the requisite audit 
certificates. When the commercial auditors could not give a certifi- 
cate, the state of affairs in the Organisation should have been pretty 
bad. 

The Committee desire that the Ministry of Finance should take up 
the question of control over grant-aided bodies and furnish a nohe 
to enable them (the Committee) to consider t h b  mutter in dctdl. 
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OUTSTANDING RECOMMENDATIONS 

Para 70, Sixteenth Report-Payment of penal rent: 

177. The  Committee regret to observe that in spite of the  assuran- 
ce of  the witness before them, the requisite note has not been received 
so far. 

Para 78, Twenty-third Report-Purchase of rice: 
178. The Committee could not take up consideration of this case 

for want of requisite note from the Ministry which is still awaited. 
They  would urge the Ministry to expedite the submission of t h e  
note*. 

Appropriation Accounts (Civil) 1953-54, Page 25 Grant No. 126- 
Capital Outlay of the Ministrg of Health, Note 7 ,  Item (ii) : 
179. Out of the stores of the value of Rs. 3,55,397 received from 

Medical Stores Depot, Delhi on its closure in the year 1950, stores of 
the value of Rs. 96,809 were received short, broken or already 
deteriorated. These were included in the closing balance. Accord- 
ing to Audit the relevant loss statements are pending with the 
D.G.H.S. and since these did not represent issuable stores, they had 
the effect of inflating the profit. 

The Comnatttee regret to poznt out that such shortages in stores 
conttnue to be shown even after seven years after they  had been 
reported. In evidence, the representative of  the Ministry admitted 
that the Medical Stores Depot, Delhi was not running properly ever 
since it was started in 1947. He undertook to look into the matter 
and furnish a note to the Committee statlng the action taken against 
the persons at  fault. In this connection the Committee also asked 
for a note stating the present posttton of  the stores held in the custody 
of the Mznlst: '~ o f  Health, arrangements made for their proper up- 
keep, accounting and utilisation In time, machinery for the disposal 
of surplus stores and action take11 or prososed to he tti!:en to remove 
defects, if any, that had been noticed in  the general condttiwn of 
stores. The  Committee regret to observe that despite repeated re- 
mindms the  Ministry of Health have not been able to submit these 
t w o  nolest to them. In the absence of information called for by 
them, the  Committee have no alternative but to reserve their com- 
ments on t h e  improvements, i f  any, effected by  the Ministry in  the  
existing set-up o f  the Medlcal Stores Depot. 

- - -- --- -- - - - 
r T h e  not. ( m n d b r  XLII) h ~ s  since been received ; but could not be considered. 
*The note (Appendix XLIII) have since been received; but could not be conddcted, 

462 L S . 4 ,  
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Appropriation Accounts (Civil) 1954-55 

Page 36, Grant No. 125-Capital Outlay of the Ministry of Health, 
Note 11 (ii)-Medical Stores Depot, Bombay: 

180. No rent has been received since October, 1951 for a part of 
the Depot premises along with some equipment let out to a tenant 
at  Rs. 307 per month. The amount of rent realisable for the last 
four years has not been exhibited in the Profit and Loss Accounts. 

The Committee were informed in evidence that orders had been 
passed three years back to file a suit against the occupant who was a 
displaced person from Sind. But due to the change in the solici- 
tors, some additional information was required by the new solicitors 
and the matter had thus been delayed. 

181. The Committee are not convinced of the reasons for such 
a long delay involved in ejecting an unauthorised occupant. The 
delay of three years in filing the suit since the date of orders of the 
Ministry for p ing  a suit is unconscionable. 

It is needless to stress the imperative necessity of furnishing 
complete information to the solicitors in the first instance so as to 
avoid any delay in instituting legal action. 

, In the present case, the Committee should be informed in due 
course about the progress made in the eviction of this unauthorised 
occupant of Government premises as also the rent and damages re- 
covered from him for the period of his occupation. 

OUTSTANDING RECOMMENDATIONS 

Fifteenth Report. 

Para 31-Misposting in Store accounts. 

182. The Committee in their 15th Report had criticised the inordi- 
nate delay in reconcili2g the discrepancies in the accounts of the 
Medical Stores Depot during the war years and suggested that dis- 
ciplinary action should be taken against the persons responsible. 

From a note (Appendix XLIV) furnished to them, the Committee 
note that at  this distance of time it was impossib!e to punish any 
person or persons for these mispostings or failure to reconcile the 
accounts even if responsibility was f ied .  The note only shows the 
continued laxity in maintaining the store accounts even after the tet- 
mination of the war. 
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Sixteenth Report. 

r a r a  7LScheme for Cinchona Cultivation and Purchase of qui* 
substitutes: 

183. The Committee await the req~isi te  note from the Ministry. 

Para 79-Subsidiary Accounts of the Central Research Institute, 
Kasauli: 

184. The Committee desire that the note may be got vetted by 
Audit and resubmitted to them. 

Appropriation Accounts (Civil) 1954-55 

Page 24, Grant No. 57-Miscellaneous Departments and expendi- 
ture under the Ministry of Home Afairs, Note 4-lnfructuous 
Expenditure. 

185. In May, 1955, two houses were arranged by verbal negotia- 
tion for hire for the office accommodation of a Commission at 
Srinagar, subject to confirmation in writing. In the meantime, 
the Commission abandoned the idea. One landlord preferred a 
bill for Rs. 3,000 for his lease and was paid Rs. 2,350, as the balance 
of Rs. 650 was realised by him by leasing the house to a third 
party for two months. The claim of the other landlord was re- 
jected. The entire expenditure of Rs. 2,350 as well as the travel- 
ling allowance of the omcer (Rs. 725) who visited the hill station 
more than once in this connection was infructuous. 

In evidence, it was stated that there ha? been no written com- 
mitment, in respect of either house. In one case. the landlord 
was willing to reserve the house without any definite commitment. 
In the other case, the landlord was not willing unless a d e h i t e  
commitment was made. As a verbal commitment had been there, 
the liability had to be accepted in the latter case. The Committee, 
however, learn from Audit that in the latter case when the owner 
preferred a claim. the officer concerned, instead of rejecting the 
claim as he had done in the other case, sent a loosely worded letter 
which was later on construed as an indirect commitment resulting 
in the payment The representative of the Ministry informed the 
Committee that one of the houses was intended for the members 
of the Commission and its Chairman while the other for the staff. 
A commitment was considered advisable in the former case while 
it was not so in the latter as the stnff could be accommodated 
in house boats, if necessary. 



The Committee, however, learn that this letter was written by 
the 05cer concerned after the decision had been taken not to take 
over the houses and not earlier. They are, therefore, unable to 
appreciate the difference between the two cases as the (verbal) 
commitments made in both the cases were identical. Such a situn- 
tion would not have arisen had the basis of the negotiation been 
put on record in writing by the ,officer concerned. 

Page 29, Grant No. 58-Andaman and Nicobar Islands, Note 8A- 
Profit and Loss Account of Forest Department-Item (b): 

186. The profit and loss account of the Forest Department, 
,Inciamans shows a net profit of about Rs. 5 lakhs for the year 
1954-55 against a figure of Rs. 3.5 lakhs in the previous year. The 
Committee, however, learnt that the profit and loss account had 
not been drawn up correctly and if all the relevant factors had 
been taken into account, the profit would turn into a loss of about 
Rs. 7 lakhs. One such factor was over-valuation of the closing 
stock of timber at  the Madras Depot which had been shipped to 
that place in 1952-53 in spite of repeated protests from the Depot 
m c e r  intimating lack of demand. Had that stock been valued at 
market rates the profit would have been decreased by Rs. 65,557. 

The Committee could not get any satisfactory explanation. 
The Committee would suggest that the proforma accounts of the 

Forest Department should be recast in consultation with Audit 
after taking into account the sale prweeds of the stock of timber 
since disposed of. 

(i) Page 21, Appropriation Accounts (Civil) 1953-54, Grant No. 58 
-Andaman & Nicobar Islands-Marine Department, Andamans 
Para 4 (c) --Stores and (ii) Page 28, Appropriation Accounls 
(Civil) 195455, Para 6, Sub-para 2: 

187. The Committee note that the closing balance of the Marine 
Department Stores had been increasing from year to gear as shown 
below : 

Balance on Rs. 
7.42 lakhs. 
8.06 la*. 
18-75 lakhs. 
11 47 lakhs. 
16.28 lakhs. 

The Committee were informed that there was a proposal to fix 
the stock limit of these stores at Rs. 10 lakhs. The Committee 
desire that the Ministry of Home Affairs should review the whole 
p i t i o n  and consider whether having regard to the actual issues, 



the stocks held are not excessive as this is always fraught with two 
riscks vk. firstly deterioration and secondly obsolescence by the 
lapse of time, apart from the unnecessary locking up of funds. The 
Committee trust that by the time they next take up examination 
of the Accounts relating to the Andaman L+ Nicobar Islands, a 
better picture regarding the working of the Marine Department 
Stores would be presented to them. 

Sub-para (1) of Para &Marine Departmelit 

188. The Committee note the continued losses in the working of 
the various sections of the Marine Department. They would suggest 
that the Ministry should investigate into the matter and reduce the 
overheads by making adjustments in the centage rates, if neces- 
sary so that they are not disproportionately high as compared to 
the labour cost. 

OUTSTANDING RECOMMENDATIONS 

Fifteenth Report 

Para 17-Integration of former Princely States with the Union of 
lndia 

189. From a note (Appendix XLV), furnished to them, the corn- 
mittee observe that the Ministry do not consider that it would be 
possible for Government to recover any part of amounts involved 
in the cases falling under the following categories from the ex- 
Rulers concerned: - 

(i) those which had been taken cognizance of by the Gov- 
ernment of India before the private property lists were 
finally accepted; 

(ii) those which were not brought to notice at  that time; 
(iii) those which would have been omitted from the Audit 

Report if the full facts had been available to Audit. 

The Ministry have contended that during the period 1 9 4 7 - 4  the 
over-riding and compelling events leading to the integration and 
merger of the erstwhile Princely States, were political and not 
financial or administrative. 

Sixteenth Report 
Para 80-Unauthorised retention or heavy cast- !~alances 

190. The Committee desire that the note shuuld be got vetted by 
Audit and resubmitted to them at an early date, 



Para. 81-.h envy shortage of foodgrain : 
191. The Public Accounts Committee (1955-56) had hoped that 

with the se~ting up of a Vigilance Organisation in the Ministry, dis- 
posal of such cases involving disciplinary action would be expedited. 
But the Committee regret to observe that things have not improved 
much. They would like the Ministry to examine and report to 
them whether speedy action was being taken in cases of discipli- 
nary action. 

Pages 14 and 17, Appropriation Accounts (Civil) 1953-54 and pages 
16 and 20 of Appropriation Accounts (Civil) 1954-55-Loss on 
Radio Stations and Radio Publications and increase in expen- 
diture: 

192. The losses on Radio Stations and Radio Publications are 
increasing from year to year as indicated below:- 

Year Radio Stations Radio Publications. 
Rs. ' Rs. 

1951-52 78,86,852 3,52,239 
1952-53 79,04,092 2,14,381 
1958-54 89,11,679 2,92,970 
1954-55 99,21,650 2,61,537 
1955-56 1,29,02,430 3,51,339 

The expenditure on Salaries and Allowances during 1954-55 ex- 
ceeded that during 1952-53 by over Rs. 9 lakhs, expenditure on 
artistes increased by over Rs. 16 lakhs over the same period. 

In evidence, the representative of the Ministry contended that 
while examining the question of loss, it should be remembered 
that A.I.R. was not on!y an cspnding  and developing service but it 
also performed certzin services e.g., external services for which the 
A.I.R. could expect the Grsnt-in-aid from the Govt. Besides the 
A.I.R. undertook plan publicitj. and educational broadcast for which 
it did not receive any pcyme:~t. In this connection, he cited the 
analogy of the B.B.C. which got a grant-in-aid of well over f 5  
million per annum from the U.K. Government for its external 
services. : 

193. While the Committee appreciate the force of the above argu- 
ments, they nevertheless feel that even after allowing for this 
expenditure on external services (which according to the witness's 
own rough estimate, might be of the order of Rs. 20 lakhs per annum 
a t  least) the overa2l loss incurred on its working is on the high side. 
As olre of the measures to counteract these losses, the Committee 
would suggest that :he question of a graded licence fee d~pen6ivg 
on the number of valves in radio sets, instead of a $ i ~ t  rate for ali 



sets as at  present should be examined. They trust that by the im- 
plementation of this suggestion, it would be possible for the A.I.R. to 
reduce its recurring financial losses. 

Another revenue earning measure which #he Committee hud abo 
zn the past suggested is the production of cheaper radio sets. The 
Committee observe that not much headway has been made in  this 
direction so far. They would suggest that Government should devote 
greater attention to this question and facilitate the manufacture of 
cheaper radio sets within the reach of the lower income groups of 
the population. 
Pages 18-21, Grant No. 60-Broadcasting (1953-54 a( :aunts) and 

pages 21-23, Note 10-Radio Publications (195455 accounts) and 
para 40 of the Fifteenth Report: 

194. The Committee observe that the circulation of 5 out of 7 
publications of A.I.R. has been going down and the cost of their 
publication was going up. They were informed by the witness that 
the whole position was being examined with a view to reducing the 
loss and that the circulation of 'Indian Listener' in its new form 
called 'Akashvani' had increased by about 300 copies per month. 
In reply to a question, it was stated that the proportion of free 
distribution was about 8 per cent and it had been gradually reduced. 

The Committee feel that the proportion of free d.ctribution of 
Radio publications is rather on the high side and they see no justi- 
jication f m  it. They are also of opinion that the publication of 
journals wifh a circulcrticm of 5,000 or less should be d i s c d n u e d  
as it is not economical to bring them out. 

The note (Appendix XLVI) furnished by the Ministry in this 
connection sets forth the following statistics in regard to the circu- 
lation of the Seven Radio Journals since 1962 to 1958: 

Figures of circulation in March 
S1. Name of Langu- Place of 
No. Journal age issue 1952 1953 1954 1955 1956 1957 

in wh~ch 
printed 

1. Akashvani 
(formerly 
Indian 
Listener) . English Delhi 11,895 8,894 7.537 6.998 6.558 5.435 

2. Awaz . Urdu Delhi 3,282 2,443 1,617 1.498 1,512 1.500 
3.Sarang . Hindi Ddhi 7.940 6,224 4.697 4.282 3.835 3.400 
4. Betar Jagat Bengali Calcutta 23,499 23.785 24,100 28,082 32.286 42,500 
5.Vmoli  . Tamil Madras 31,100 27.943 24.256 23,665 24,231 27.600 
6. Vani . Telugu Madras 8.070 7.861 6.266 5.884 5,943 7,300 
7. Nahhovani Guierati Ahmed- 

abad. 1.764 1.083 625 1.014 2,144 2, joo - - .. - --- 
The above statement indicates that there has been a regular 

decrease in the circulation of the journals during the years 1963-54 
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and 1955. The Committee also note that to push up the sale of 
the two journals "Awaz" and "Sarang" the Government have 
reduced their prices from annas 5 per copy to 25 nP. per copy from 
January, 1958. 

The Committee are not sure how far the above reduction in 
price will stimulate the sales. They would recommend for the con- 
sideration of the Ministry an increase in the radio licence fee by 
a rupee or so and supply of a free copy of the programme portion 
of the journal of his choice te  each licence-holder. The desirability 
of inclusion of tit bits of intereslt here and there in these Radid 
progrummes to provide additional recreation and educahn for 
whic6 radio is intended should also be considered. Yix? Committw 
should be tnformed of the action taken by Government in the 
matter. 

OUTSTANDING RECOMMENDATIONS 

Fifteenth Report 

Para 38-Commercialisation of tF,e accounts a ;  A.I.X. 

195. The Committee desire that the outcome of the review by 
the Economy Unit .may be expedited and reported to them. 

Sixteenth Report 

Para 92 --Anti-pairacy campaign . 
196. The Committee would !ike to know the latest position in 

the matter. 

OUTSTANDING .RECOMMENDATIONS 

Sixteenth Report 

Para 62-Administrative Audit System in the Multi-purpose River 
Valley ?rejects and &!inistries 

197. From a note (Appendix XLVII) the Committee understood 
that the Government had come to the conclusion that the purpose 
for which the Administrative Audit system had been recommended 
could be met by amplifying the functions of the Cost Control Orga- 
nlsation in the projects in such a manner as to provide for spot 
check of quality and quantity of work and scrutiny of contracts from 
the technical point of vicw and the system as modilic.1 would be 
commended to the D.V.C. and Tungabhadra Board. Giving his 
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views on the question, the Chief Engineer, Hirakud Dam Project 
stated that he would have no objection to it if it were a wing under 
the Chief Engineer to assist him. But it would create controversies 
if the agency conducting such a check was made independent of 
the Chief Executive on the spot. The Committee are of opi?tzo?t 
thatl it is high time the Ministry launched a system of Administra- 
tive Audit by technical persons in various projects financed Z)?J the 
Centre. They do not think that the States would object to such a 
system being introduced in various projects. 

Para 93-Disposal and transfer of surplus stores from the Hirakud 
Dam Project to other Project Administrations 

198. The Committee were informed by the representative of the 
Ministry that machinery worth a wore of rupees had been trans- 
ferred from the Hirakud Dam Project to other Projects and in 
Bhakra Nangal Project out of surplus machinery worth Rs. 3 crores, 
machinery worth Rs. 2 crores had been disposed of. The Committee 
are of opinion that the time lag between the declaring of machinery 
as  surplus and its disposal should be eliminated. They also suggest 
that the various Projects and Departments might be informed an 
advance about the machinery and equipments that are likely to be 
declared surplus by the Projects so that the formalities could. be 
settled in time and the transfer ejJected as soon. as the machinerg 
and equipments are released. The representative of the Ministry 
stated that Government had taken action on these lines in one case 
and would follow this practice in future cases also. 

MINISTRY OF LABOUR & EMPLOYMENT 

Appropriation Accounts (Civil) 1954-55 

Pages 19-21. Grant No. 67-Miscellaneous Departmeni and Expen- 
diture under the Ministry of Labour and Employment 

199. The construction of five major works above Rs. 50,000 
(items 1, 4, 9, 10 and 11 of the statement of expenditure on im- 
portant new works) was started without obtaining sanction for 
the estimates. The Committee consider that the practice to start 
a work without proper estimate is very objectionable as it leads to 
laxity in proper financial control. The Committee also note that in 
respect of these works, only lump provision was made. They depre- 
cate this tendency of making lump-sum provisions. In evidence, 
the Committee were told that this practice had since been given up. 
The representative of the Ministry promised to furnish a note to 
the Committee stating particulars of the schemes which were stad- 
ed without estimates. This note is still awaited. 
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Page 27. Grand No. 68.-Employment Exchanges and Resettlements, 

Note G D r a w a ~  of fo~ged bill 

200. In October, 1949 a sum of Rs. 800 was drawn on a contin- 
gent bill from a local sub-treasury by forging the signature of the 
drawing oflicer of a certain Regional Organisation (W. Bengal) . 
Neither the drawer nor the endorsee could be traced. The question 
of fixing the respocsibility for the loss as also the chances of its 
recovery was stated to have been under consideration of the W. Ben- 
gal Government since January, 1953. 

I t  was pointed out by Audit that under the rules, +art from 
verifying the genuineness of the signature- of the drawing oacer, 
the Treasury Office should also have called for a letter authorising 
the person to receive the payment before making payment. The 
Treasury Officer has paid the money without any such authority. 

The Committee were dissatisfied with the inordinate delay in 
settling this case. From a note (Appendix XLVIII) furnished to 
them, the Committee find that the question has led to certain legal 
points regarding interpretation of the Treasury Rules of Govern- 
ment of W. Bengal (Rule 352 of the Treasury Rules, West Bengal, 
which corresponds to Rule 430 of the Central Treasury Rules). The 
payment in this case was made by the Imperial Bank (now State 
Bank) as the agents of the Reserve Bank of India. The question 
of responsibility of the Bank and the apportionment of the loss 
consequent thereon would be settled when a decision was reached 
on the question of interpretation of the above Rules. This matter 
is stated to be under reference with the Central Government in con- 
nection with a similar case which occurred in another State. 

The Committee desire that the decision may be expedited. 

Page 27-Note 9, Misappropriation of Government Money and 
stores 

201. In an Industrial Training Institute (Bombay State) a sum of 
about Rs. 4,211 was misappropriated during 1952-53 and 1953-54 by 
falsification of accounts by the Accounts Clerk who was prosecuted 
and sentenced by Court to 8 months rigorous imprisonment. He 
was also dismissed from service from 30th December. 1955. For 
laxity of supervision, the Principal and the Deputy Manager were 
censured and sums of Rs 400 and Rs. 206, respectively were recover- 
ed from them. Action against a previous Deputy Manager, who was 
also involved, was stated to be pending. . 

In the course of evidence, the Committee were informed that the 
previous Deputy Manager had since been reverted to his permanent 
post csmder tho Central Railway and no further action was being 
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taken against him in the Minisltry. Disciplinary action was, how- 
ever, being taken by the Railway Department. In  their opinion, 
this raises an important p i n t  of procedure in disciplinary matters. 
In cases where one Department of Government borrows the services 
of some official and the latler commits some financial irregularities 
in that Department, the borrowing Department is in a better posi- 
tion to launch disciplinary action against the official as it is in full 
possession of the facts of the case. On arriving at a decision about 
the quantum of punishment depending on the gravity of the offence, 
the papers should be forwarded to the lending Department for 
further action if the o,Fcer had already been sent back to his 
parent Department. The Committee were informed that the proce- 
dure for instituting disciplinary action in respect of Government 
oficial on deputation h.ad been examined by the Ministry of Home 
Affairs and suitable provision in this behalf lurd been made in the 
Classification, Control and Appeal Rules. It is surprising that the 
Ministry of Labour did not act in accordance with the provisions 
already laid down in this behalj. From a note (Appendix XLIX) 
furnished at their instance the Committee find that the Deputy 
Manager was reverted on 31-7-1952 to his permanent post under the 
Central Railway. Charges have been framed against him and 
forwarded to the General Manager, Central Railways for taking 
disciplinary action against him and for recovering the amount of 
Rs. 1,550-2-3 on account of false entries in the acccunts. Depart- 
mental enquiry in the case has since been completed and the h d -  
ings would be reported to the Railway Department for necessary 
action. 

The Committee would like to know the findings of the Depart- 
mental enquiry instituted agninst the oficial and the disciplinary 
action taken against him by the Railwall Authorities. 

Puge 32-Purclwe of Reserve Stock of equipment 

202. According to Audit, the value of stores lying in the Dighaghat 
Tool Depot on 31st March, 1955 amounting to Rs. 8,03,856 against 
which stores worth Rs. 55,301 only were issued during the year 
1954-55. 

In extenuation, the representative of the Ministry stated that 
these stores were accumulatecl during war time and were not dis- 
posed of as they were required for training purposes. Further Gov- 
ernment had also to await the Report of the Employment b i n -  
ing and Services Organisation Committee. A decision had since 
been reached in the matter in pursuance of which, the Depot was 
closed and the training centres decentralised under the administra- 
tive control of the State Governments; surplus articles of stores 
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were also distributed to them according to their needs. The Com- 
mittee are of the view that storage of articles in excess of require- 
ment is fraught with risk of detwioration and consequent loss to 
Governmen* apart from locking up of public money. 

OUTSTANDING RECOMMENDATIONS 

Fifteenth Report 

Para 55.-Employment of Labour by contractors through the agency 
o j  Employment Exchanges: 

203. In para 55 of their 15th Report, the previous committee had 
suggested that the Ministry of Works, Housing and Supply and 
other big spending Ministries like the Railways and Defence and 
P. & T. Department shouid in consultation with the Ministry of 
Labour examine the proposal to insert a mandatory clause in all 
the contracts coming within their purview whereby the contractor 
should notify the vacancies to the Employment Exchange. 

It  was explained to the Committee that while some Ministries 
such as Transport and Communications and Steel, Mines and Fuel 
were in favour of the above suggestion the Ministry of W.H. & S. 
had simply advised the contractors doing work under them to do 
so but they had not agreed to the insertion of such a clause in the 
contracts. The replies from certain Ministries such as Defence, 
Railways and Irrigation and Power were still awaited. 

The Committee are not satisfied with the reaction of some of the 
Ministries. They feel that with a view to making the Employment 
Exchanges an eflective organisation and ensuring proper utilisation 
of the manpower resources in the country, the Ministry of Laboyr 
s h Z d  once again draw the attention of the Ministries concerned 
to the basic principles underlying the recommendation made by the 
Committee and impress upon them the desirability of implemenbing 
it as far as possible. 
Para 56.-Maintenance of National Employment Regi.cter for keeping 

track of the ex-ttrainees. 
204. The Committee were glad to note that the record sheets of 

each passed out trainee have been prepared and sent to the State Gov- 
ernments concerned to whom the administrative control of the 
Training Centres was transferred. The Committee desire that the 
authorities in charge of the Training Centres and Empbyment Ex- 
change Orgunisation in the States should take keen interest in the 
matter and estdblish personal contacts with the principal indus- 
trialists and other employe~s and exhort them to employ the per. 
sonnel trained by the Exchanges as far as possible. 



Audit Report (Civil) 195CPart I 
Para 9.-Extra expenditure due to delay in payment: 

205. In this case, Government acquired in July, 1949, certain 
private plots for rehabilitation of displaced persons. The rate of 
compensation to be offered to the owners was approved by Govern- 
ment in December, 1951. An amount of Rs. 3 lakhs was placed at 
the disposal of the Land Acquisitioning Authority in December, 1952, 
for disbursement to the parties who were willing to accept compen- 
sation at that rate. The amount, however, remained undisbursed 
for another 8 months (till August, 1953), as it was stated that the 
requisite staff to arrange for its disbursement was sanctioned only 
in July, 1953. 

This delay in payment of compensation to landlords resulted in 
an additional payment of Rs. 60,878 by way of interest for which 
Government sanction was not obtained. According to the Audit 
Report, as compensation to landlords in several other cases remain 
to be disbursed, the final payment is likely to include an element 
of interest. 

According to the Ministry no separate sanction of Government 
was considered necessary to the payment of interest as the Calcutta 
High Court had ruled that interest was payable from the date of 
acquisition. 

In evidence, it was explained that some unavoidable delay was 
inherent in the procedure of land acquisition. But the Committee 
regret to point out that in the present case the delay has been further 
aggravated in the acquisition of land owing to delayed sanction of 
disbursing slhfl. They were informed that excepting those persons 
who had challenged the rate of compensation, payment of compen- 
sation had practically been completed; and in order to avoid any 
such unnecessary expenditure in future, the Ministry will place the 
money a t  the disposal of the Acquisitioning Authority in advance. 

The Committee desire that in the present case. the Ministry 
should, as early as possible issue necessarp sanction to cover the 
interest already paid and should fix the responsibility for the delay 
in the payment of compensation. The Committee should be inform- 
ed in due course of the progress of payment of compensation to the 
remaining ex-owners.' 

Para 10.-Relief and Rehabilitation of Displaced persons: 

206. The Audit Report has drawn the attention to the expendi- 
ture amounting to Rs. 209 crores incurred by the Ministry of Re- 
habilitation on actual relief and rehabilitation of displaced persons 



from Pakistan during the period from 15th August, 1947 to 31st 
March, 1955. The following is the break-up of the amount:- 

(Rs. in crores) 
(i) Expenditure on displaced persons 

(including Custodian of Evacuee 
Property its attached and subordi- 
nate office, evacuation, etc.) 94. 88 

(ii) Expenditure at Hd. Qrs. Ministry of 
Rehabilitation. 1.32 

(iii) Capital cost of construction of 
townships for displaced persons. 17.98 

(iv) Loans granted to State Governments 
for rehabilitation purposes. 95. 47 

TOTAL 209.65 

Out of the loan of Rs. 95.47 crores granted to the State Govern- 
ments a sum of Rs. 9.72 crores had been recovered upto 1954-55 In 
evidence, it was stated that quite a large number of these loans 
related to the colonies built by the various States on loans given tb 
the displaced persons by the State Governments and Government 
expected to realise a large part of the loans by adjustment agrinst 
compensation which came to about Rs. 185 crores. 

The Committee understand that Government have also issued 
orders for the adjustment of loans granted to displaced persons by 
the Rehabilitation Finance Administration, against the compensa- 
tion claims. While examining the Ministry of Works, Housing & 
Supply, the Committee were informed that rent due to Government 
in respect of accommodation occupied by displaced persons and other 
Government dues outstanding against them were not treated like- 
wise for recovery from the compensation due to the displaced 
persons. 

The Committee are unable to appreciate the subtle distinction 
between diferent kinds of Government dues recovorr~blr! from dis- 
placed persons. They trust that it should not be difficult for Gou- 
m m e n t  to find a way out for the adjustment of all dues to Gov- 
ernment from the compensation payable to the displaced persons. 

OUTSTANDING RECOMMENDATIONS 
Sixteenth Beport 

Para 115.--Contract for grinding wheat without tenders: 
207. The Committee would like to know the reasons for not 

taking specific sandion for relaxing the requiremenls of calling for 
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tenders in this case and how the Financial Adviser and Accounts 
O@er attached to the Camp, whose duty it was to guide the Camp 
Commandant, overlooked this fact. 

Para 116.-Review of the conduct of various Camp Commandants: 
208. The Committee would like to know further action taken by  

the State Governments against the delinquent persons in respect 
of  Items Nos. 13 and 15 of the statement* (viz., Sabarmati Camp, 
Ahmedabad and Phaphamati Camp, Alkrhabad) . 

Para 117.--Officers employed in the various Camps against whom 
disciplinary action was taken for frauds, embezzlements, etc.: 

209. The Committee would like to know what steps have been 
taken h~ the Mixistry t o  ~ealise the amounts from the person 
concerned. 

Twenty-third Report 

Para 93.-Relief and Rehabilitation of displaced persons: 
210. The Committee desire that the information already called 

for by  them as to the manner ir. which the loss on account of non- 
repayment of rehabilitation loans by  displaced persons is being 
calculated and at what iitlervals and the amount of loan written ojJ 
so far b y  the Central Government should be expedited. 

MINISTRY OF STEEL, MINES AND FUEL 

Paru 13.-First Annual Report 1954-55, Hindustan Steel Ltd. 
System of Accounts: 

211. The  auditors o f  the company dealing with the system of 
accounts have commented on the absence of  co-ordination between 
the  Accounts Department and Executive Branches and have sug- 
gested that the accounting system required re-examination. T h e  
accounts at Rourkela called for immediate attention, as the 
Accounts Department there had exercised little or no control 
over the  affairs. T h e  Committee paid a visit to  the Projects 
at Rourkela and Bhilai for an on-the-spot study in October, 1957. 

. The impressions gathered by the Committee during their visit 
t o  Rourkela confirmed the above views o f  the professional auditors 
of the Company. When questioned about the financial control 

- - - -  ---- - - - -  - - - - - -- -- -- - - - - 
*Printed as Appendix L. 
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exercised, the Committee could not get a satisfactory answer in the 
absence of firm estimates of expenditure for the diflerent items of 
work. 

I t  was admitted before the Committee in evidence by the repre- 
sentative of the Ministry of Steel, Mines and Fuel (Department of 
Iron and Steel), that things were not progressing at Rourkela 
according to schedule. As a result of the delays involved in the un- 
loading, clearance and transport of plant and machinery intended 
for the Rourkela Steel Project, a sum of Rs. 4.60 lakhs had been 
incurred as demurrage during 55 days of November and December, 
1957 and 15,335 wagon-days had been lost during this period. Re- 
cently the General Manager of the Project and the representative 
of the Ministry of Finance on the Board of Directors of the Hindustan 
Steel (Private) Ltd. assured the Chairman that the deficiencies 
pointed out by the Auditor (referred to above) have since been set 
right, and the things have now improved. The Committee under- 
stand that the Comptroller and Auditor General of India has since 
set up the necessary machinery for undertaking the concurrent 
audit of the Accounts of the Steel Projects. The Committee would, 
therefore, await the Audit Report. 

Infructuous expenditure on account of demurrage payable in respect 
of Bhilai Steel Plant Imports. 

212. During the course of an on-the-spot study of the working 
of the Bhilai Steel Project, the Committee were informed that the 
unloading facilities at Visakhapatnam Port through which almost 
the entire Bhilai Steel Plant equipment was imported were not 
quite adequate with the result that the ships had sometimes to wait 
for 20 days or so before they could discharge their cargo. From 
Visakhapatnam, all the equipment was transported by rail to 
Raipur and from there to Bhilai. 

Visakhapatnam port has got only four berths at present. The 
Project Authorities conceded that unless the unloading capacity of 
the Visakhapatnam Port was expanded, the movement of the plant 
and machinery intended for the Bhilai Project was likely to be 
considerably delayed, as on the average they were unloading 500 
to 600 tons of cargo daily. 

The Committee understand that the port congestion at Visakha- 
patnam has not only caused serious inconvenience to the Project 
but also loss to the Government. They note that a sum of 
Rs. 1,40,321 has already been paid as demurrage on all Bhilai cargo 
vessels. Further claims amounting to approximately Rs. 50 lakhs 
are stated to be under scrutiny. 
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The Committee learn that one of  the reasons for the  delay caused 

ln, unloading of  the  cargo received from the  U.S.S.R. is that the  
vessels chartered b y  that Government were not equipped with 
suitable derricks l i f t s  etc. for unloading the cargo at Visakhapat- 
nam, since this port lacked the necessary facilities and equipment 
for the purpose, viz., cranes, lighters etc. 

213. In the opinion of tho Committee, had Gevernment prepared 
a co-ordinated plan for the expansion and development of the  Visa- 
khapatnam port and providing it with suitable plant and machinery 
to eope with the increased trafic it was to handle in connection with 
the oil refinery and steel plants, Government could have avoided 
the  liability for payment of demurrage charges to the  tune o f  
several lakhs of  rupees for the detention of ships for want o f  un- 
loading facilities at the port. The Committee would recommend 
that Government should accord top-priority to the development o f  
Ihe Visakhapatnam port so that the port could handle the  traffic 
expeditiously. In the meantime, Government should see that the  
ships carrying plant and machinery for the Bhilai Steel Plant are 
diverted to other ports, i f  necessary, so as to ensure that the cargo 
b, unloaded without delay. 

On the spot-study dsit to the Bhilai and Rourkela Steel Projects 

214. T h e  Chairman, Public Accounts Committee, undertook a 
study visit to  the Raurkela and Bhilai Steel Projects towards the  
end of  March last. As a result of on-the-spot study, he suggested to  
the  project authorities that case histories of the steel projects 'in 
the public sector right from the stage of their conception till com- 
pletion should be prepared dealing with each major parb of the pro- 
ject. This shorld set forth the serieo o f  difficulties and mags which 
might have been experienced in  the matter o f  planning, designing, 
negotiations with foreign experts, the execuMon of civil engineer- 
ing works b y  the Indian contractors, dhe rates quoted by  t h e m  and 
the  commissioning of the plant and a .host of other problems which 
would have to  be handled in the day-to-day working. Such case 
hU#o)rCFS, the Chairman felt, would prove of  immense use when in 
future our own engineers and project oficers plan and construct 
other steel p lank  I 

215. The Chairman also suggested that a comparative study of the 
'construction cost of the various parts of the three steel plants should 
be made. While he apweciated that the  three projects were being 
executed wi th  the  help of foreign collaboration under diflerent 
tcnns and conditions, he felt that it should be possible t o  make a 
comparison of the  construction costs of some of $he sections, v k .  
462 L S . 4 .  
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coke ovens, refractories, blast furnaces, blooming mills, civil en& 
neering works, etc. A collection of such statistical data, he observed, 
would provide useful information and guidance about the economicr 
of the construction of these three plants by the various agencies. 

216. The Committee see no reason why such action might not 
have been .initiated by the Project Authorities earlier. They trust 

' that  as a resuld of the suggestions made by their Chairman, the 
authorities will review the estimates and accounts to ensure that 
there is no excessive or extravagant expenditure and that all the 
three Steel Projects are executed, managed and run as economically 
as possible. 

It was found that some of the designs and blueprints sup- 
plied by foreign collaborators could not easily be understood and 
interpreted for construction purposes by our contractors and engi- 
neers. The dificulties in this regard should be carefully noted and 
foreign experts may be informed, in case of future projects, of the 
requirements of Indian engineers and contractors in the matter of 
designs and blueprints supplied by .foreign experts. 

The Committee desire that the Prqject Authorities should imple- 
ment the suggestions set forth above and furnish to them a report 
on the question. 

Exchange of information between the three steel projects: 

217. I t  was somewhat surprising to hear that the Chief Engineer 
of the Bhilai Steel Project had so far had no occasion to visit the 
other sister-projects at  Rourkela and Durgapur. The Chairman 
suggested that it would be of great help, if there was an interchange 
of visits by the technical experts of the three projects as it would 
enable them not only to make a comparative study of the construc- 
tion problems of the three projects, but it would'also enable them 
to get together and pool their knowledge in the interests of efficient 
working of the three projects. He commended, this idea to the 
management. I I 

The Committee desire that all the three Project duthorities 
should chalk out a phased programme for the intgcllange of visits 
by thd top personnel of the three projects. 

Revision in the Estimates relating to the 3 Steel Projects in the 
public sector: 

218. ?he following table shows the original estimates of the 3 
. steel projects, on the basis of which provision was made in the 

Second Five Year Plan, and the revised estimates as given to the 
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Lok Sabha by the Minister for Steel, Mines and Fuel during the 
debate on the demands for grants on the 13th August, 1957: 
Name of the Project Original estimate Revised estimate 

Rs. Rs. 
Rourkela 128 crores 170 crores 
Bhilai 110 crores 131 crores 
Durgapur 115 crores 138 crores 

These estimates do not include the cost of the following items: 

Township; ore mines and quarries, land, prospecting and 
designing, development of sources of water . supply 
power supply facilities upto the perimeter of the plant 
personnel required for operation including the cost of 
training, railway works outside the perimeter of the 
plant, personnel employed directly by the project, 
customs duty, expenditure on medical services, office 
expenditure and such other ancillary expenditure. 

Further, these estimates do not take into account the possible 
increases on account of 'esca.lation' in prices and wages provided 
in the various contracts. 

The Committee asked the Ministry to furnish them with a note 
stating the reasons for the revision of the original estimates relat- 
ing to these 3 projects and the factors responsible therefor. 

The requisite information is still awaited. The Committee can- 
not, therefore. ofler any comments at this stage. 

Rourkela Steel Project: 

219. The Committee understand that recently a team consisting 
of Officers of the Ministry of Steel Mines and Fuel (Deptt. of Iron 
and Steel) went to West Germany for negotiating certain supple- 
mentary agreements relating to the construction of this plant. They, 
therefore, pursued the matter with the Ministry with a view to as- 
certaining the implications of the financial commitments made by 
this team. In this connection, in a notemfurnished to them, the 
Ministry have stated as below: 

"The Committee of the Board of Directors, Hindustan Steel 
Private Limited, in its meeting on the 16th of October 
1957 examined the arrangements for civil engineering 
work for the blast furnaces and decided that a delega- 
tion consisting of Shri V. Narayanan, Shri P. G. Bhagat . 
and Dr. H. Klinar be sent to Germany for negotiations 
with Messrs. G. H. H. to settle the revised programme 



of work and the details of the additional construction 
equipment and supervisory personnel required. Gov- 
ernment approved of the delegation of these three 
officers to Germany. 

During their stay in ~ k r m a n ~ ,  the delegation settled a. revis- . 
ed programme and details of ,additional construction 
equipment and supervisory personnel. In addition, the 
following work which was initiated in India was con- 
cluded by the delegation in Germany. The extent of 
financial commitment made is noted against each. 

(i) Modifications in the contract for electrical 
equipment and power distribution system 
in the rolling mills: Net Saving of DM . 1,71,300 

(ii) Modifications in the electrical equipment 
of the by-product plant: (Additional 
items) DM . . 1,00,000 

(iii) Contract for the ventilation system for the 
rolling mill motor. house: (New Contract) 
DM. ' . 1,184,700 

(iv) Contract for switches and crossings placed 
with Messrs. Fried Krupp '(concluded 
with the approval of Government: New 
Contract) DM . 5,248,008 

Approval of the Board of Directors was given to the agree- 
ments and the contracts concluded by the delegation 
while in Germany. The Board took note of the contract 
for switches and crossings which had been concluded 
with the approval of Government." 

220. I t  would appear from the above that the Delegation settled 
the revised programme and details of additional construction, equip- 
ment and supervisory personnel according to the decision of the 
Committee of ~ & d  of Directors of Hindustan Steel Private Ltd. 
In addition, the Delegation, while in Germany has concluded certain 
contracts with h s  other than G. H. H. involving financial com- 
mitments. It is, however, not clear whether the delegation had the 
specific authority from the Board of Directors to enter into these 
contracts. ! 

It  has been stated by the Ministry that "approval of the Board 
of Directors was given to the agreements and contracts concluded 
by the Delegation while in Germany. The Board took note of the 
last contract for switches and crossinge which had been concluded 
with the approval of the Government". 



The Committee wanted to know precisely whether the Delega. 
tion had any specific authority either from the Board or the Govern- 
ment to conclude these contracts before proceeding to Germany. 
But this point has not been answered. 

e 
I t  has been further stated that contract for switches and cross- 

ings with Messrs. Fried Krupp for DM 5,248,000 was concluded with 
the approval of Government. The Committee have not been in- 
formed whether any directive was given by Government in respect 
of this contract; if so, at what level it was issued and whether it 
was oral or written. If there was no such directive, whether the 
approval of Government ao conclude the contract was &ken before 
the Delegation left for Germany. 

The Committee have asked the Ministry to elucidate the issues 
raised above and their reply is still awaited. The Committee, there- 
fore, defer, consideration of these issues. 

Iron and Steel Equalisation Fund 

Page 16, Note 15 pages 18-23 (1953-54 accounts) and pages 18-23 
(1954-55 accounts) : 

221. The Iron and Steel Equalisation Fund was created on 1st 
February, 1943, with a view to meet the large demand for .steel 
during the war at a uniform controlled price to the private con- 
sumer. The scope of the Fund has been enlarged from time to 
time and it is, at present, used for the following purposes: 

(i) subsidising imported iron and steel by paying the di£fer- 
ence in price between imported and indigenous steel 
which, on an average, comes to about Rs. 190 per ton; , 

(ii) granting repayable advance to main producers of iron 
and steel for approved development and expansion 
schemes; and 

(iii) fixing of uniform prices for sale of iron and steel at  all 
rail heads. 

The difference between the sale and the retention prices of steel 
constitutes the resources of the Equalisation Fund. The retention 
prices are fixed on the basis of the reounmendat i~n~ of the T a m  
Commission from time to time, after a detailed cost analysis of Mafn 
Producers. The sale prices in turn are fixed in such a way that 
after allowing for the retention prices payable to' the main produ- 
cers, the amount that will go to make up the Equalisation Fund will 
be sufacient to meet the liabilities of the Fund. 
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The Committee are informed that in December, 1955 the Gov- 
ernment of India agreed in consultation with Audit that the transac- 
tions of the Steel Equalisation Fund should pass through the Conso- 
lidated Fund Accounts but formal orders have been passed in 
November, 1957. 

The Committee have referred in para 225 of their Sixteenth 
Report to the grant of a special loan of Rs. 10 crores to the TISCO 
Ltd. (Tata Iron and Steel Co. Ltd.) out of this Fund to be utilised 
towards the expansion and remodelling of the work of the Com- 
pany with a view to increasing the production of iron and steel; 
similar advance of Rs. 10 crores had also been sanctioned out of the 
Fund to the IISCO Ltd. (Indian Iron and Steel Co. Ltd.) on almost 
the same lines. 

222. The Committee are not aware whether any agency has been 
set up by the Government themselves for exercising a check about 
the utklisation of the loans granted by them for the specific purpose 
or purposes for which these were intended and whether the sche- 
dule for construction works were being adhered to by the Compa- 
nies concerned. They would like to be apprised of the manner iu 
which Government satisfy themselves in this regard. 

Audit Report (Civil) 1956-Part I 

Para 8, Non-realisation of stowing excise d u ~ y  on coal and coke 
transported by means other than rail 

223. Prior to 1954, excise duty was levied and collected on des- 
patches of coal and coke by rail only according to rules framed 
under the Coal Mines Safety (Stowing) Act, 1939 (since repealed). 
But Section 5 of this Act as also sub-section (1) of Section 8 of t.he 
Coal Mines (ConservaJion and Safety) Act, 1952 prescribed such a 
levy on all coal raised and despatched and on all coke manufac- 
tured and despatched from Collieries in India. 

During the course of evidence, it was explained by the Ministry 
that the intention of Government at the time 'of bringing forth this 
legislation in 1952 was to levy cess on coal despatched by rail only. 
But this could not be incorporated in the Act as the Ministry of Law 
thought that such a course would turn the proposed duty into a 
terminal tax, the proceeds of which would have to be shared by 
the Central and State Governments. The duty was being levied 
only on despatche! of coal and coke by rail. Necessary provisions 
have slnce been made in 1954. Rules framed under the Coal Mines 
(Conservation and Safety) Act 1952 were promhlgated on the 25th 



September, 1954 and the excise duty on despatch of Coal and Coke 
also by road, river etc. was being collected actually from 1-10-1954. 

224. In  the first place the Committee deprecate the inmdikte  
delay that had occurred in the notification of the rules made under 
the 1952 Act providing for the levy of cess on all coal and coke 
despatched from the collieries. Secondly they feel that by confining, 
the levy of the excise duty on Coke and Coal to despatches by rail 
only and leaving out Coke and Coal despatches by road or river 
even afiier the enactment of 1952, Government have gone beyond 
the powers conferred on them by the Law enacted by Parliament. 

In reply to a question as to the extent q# loss of revenue by this 
exclusion, the Committee were informed that Rs. 4.6 and Rs. 5.50 
lakhs respectively were realised in 1955-56 and 1956-57 on des- 
patches of coal by means other than rail. 

From the statement (Appendix LI) furnished to them, the Com- 
mittee observed that when the excise duty was not levied on des- 
patches of coal and coke by means other than rail such despatkhes 
had been considera61eJ viz., 1.061 million tons in 1953 against the 
despatches of 31.473 million tons by rail. This only shows that 
there have been a considerable loss of revenue on movements of 
coal and coke by means other than rail prior to the 25th September . 
1954 which could have been avoided had Government &ken earlier 
action. ! 

From the facts placed before them, the Committee do not see 
any satisfactwry reason for delay on the part of Government des- 
pite the advice of the Ministry of Law. They, therefore, suggest 
that with a view to discountenance such a situation arising in future, 
the time limit .by which rules should be framed by the Executive 
under delegated Legisladion should be fised. Moreover, these Rules 
strictly follow the provisions and be within the scope of the substan- 
tive legislation. 

LATE MINISTRY bl? PRODUCTION 
Page 61, Appropriation Accounts (Civil), 1954-55-Grant No. 132- 

Capital Outlag of the Minist? of Production, Note &Sub-head 
-A. l(19) 

~ s t a b l i s h i n ~  of a Synthetic Oil Plant: 
225. The Experts Committee set up to consider the reports of 

, the three specialist foreign firms on the Project had recommended 
a Rs. 20 crore plant at Kothagudam (instead of one of Rs. 51 &ores 
as recommended by one of the foreign firms) to produte soft coke 
from coal .and other bye-products including synthetic oil. But the 



Planning Commission' advised postponement of the scheme as re- 
quisite resources could nbt be found during the Second Plan period. 

In the course of evide&e, the Committee were assured that the 
economics of the Project would be gone into before Anal decision . 
was taken. The Committee desired to be furnished . witfh a note 
indicating the estimated cost per ton of production of coke and other 

I bye-products under the Rs. 51 crore as well as under the Rs. 20 
crore projects. *This note is still awaited. The Committee ar.e, 
therefore, not in a position to expreis any views on the m e r i t s w  
otherwise of the two projects. 

OUTSTANDING. RECOMMENDATIONS 
.Fifteenth Report 

Para 30-Delay 'in disposal of Government building 
226. From a note (Appendix LIII) furnished to them the Cem- 

mittee observe that Government investigated into the question of 
delay in the disposal of the building built by the Directorate of 
Open Cut Coal Mining (D. 0 .  C. C. M.) on market Colliery site and 
the investigation has shown that there had been'delay in locating 
the buildings and that the D. 0 .  C. C. M. should have taken vigorous 
steps to locate the buildings before the expiry of the period stipu- 
lated under the.relevant agreements. Further, the different officers 
who were in charge of the post of D. C. C. (P) have retired long 
ago and none'of the officers who were in charge of the operations 
or engaged in this matter were in service now and no action was 
possible against any of them. 

The Committee can do no more than express their dissatisfaction 
at the manner in which this case was dealt with. As regards the 
sale of buildings, it has been stated that a payment of Rs. 25,000/- 
has been realized from one colliery and the issue relating to another 
is under arbitration. The Committee may be informed in due 
course of the further, developments in the case. 

MINISTRY OFTRANSPORT AND COMMUNICATIONS 

OUTSTANDING RECOMMENDATIONS 
Sixteenth Report 

Pare 3SRecoveries from the Chinese (K.M.T.) GI oernment 
227. The Committee should be informed of the ft rther devetop- 

rnent relating to the recovery of Rs. 1,29,230/- from the ~ h i n e i e  
Government which is long outstanding, 

- - - - ---- -- 
*The note (Appendix LII) has since been received; but could' not be 

considered. 



Pam 35-Recovmy from Pakistan of their share of contribution to 
the I. C. A. 0. paid by India for the period from 15-8-47 to 
30-6-48 ($15635) 

228. The Committee were informed that in this case, the Secre- 
tary General International c ivi lk~viat ion Organisation had advised 
the Government of India to take up this matter direct with the 
Pakistan Government and that it had been included for discussion 
with the Pakistan Government at the next meeting of the Steering 
Committee, for which no date had been fixed yet. The Committee 
would like to know the final outcome of this case in due course. 

Overseas Communications Servlce-Placing of orders on B. E. L. 
jor equipment: 

229. The representative of the Department stated that as far as 
the Overseas Communications Service was concerned, the Bharat 
Electronics could not meet its requirements for high power trans- 
mitters. The Committee understand that the Department had not 
placed any orders for transmitters with the B. E. L. as the latter 
were busy with other orders from other Departments. The Com- 
mittee desire that the Overseas Communications Department should 
consider the question of placing experimental orders for transmit- 
ters with the B. E. L. 

As regards the Civil Aviation Department, the representative of 
that Department stated that orders worth about Rs. 10 lakhs for the 
supply of transmitters and receivers were placed with the B. E. L. 
He added that whenever the Civil Aviation Department wanted to' 
import any specialised instruments, it always got a certificate from 
the B. E. L. that they could not supply such instruments within the 
required time. 

The Committee desire that all the Ministries requiring electronic 
equipment should, before placing orders from abroad, first ascertain 
from the B. E. L. whether that factory could manufacture and sup- 
pIy the equipment. In case the B. E. L. had not established produc- 
tion in $hat line, experimental orders should be placed with them 
with a view to establishing manufacture of that equipment. 

DEPARTMENT OF TRANSPORT 

OUTSTANDING RECOMMENDATIONS 

Para 58 of the First Report-Accounts of Port Trusts-Subrnission 
to Parliament of the Audit Repott relating bo various Port 
Trusts-Amendment to the Pmt  Trusts Act 

S O .  The Committee are distressed to observe that the Ministw 
home not so far been able to apprise them about the line of action 



contemplated lb be taken by Government in the matter of effective 
Par2iamentary Control over the working of the Port Trusts in the 
country by amending the existing Port Trusts Acts as suggested by 
the Comptroller and Auditor General of India. They desire that a , 

final decision* should be reached on this question which is pending 
for the last five years. I 

Paras. 97 and 98 of the Twenty-third Report-Purchase of unsea- 
worthy vessel 

231. The Committee have carefully gone through the report of 
the Superintending Engineer of Assam (Appendix LV) furnished 
to them at their instance. While forwarding the Report, the Minis- 
try of Transport have stated that although the purchase proved 
to be a bad bargain, there was no undue haste or lack of care in 
regard to inspection and selection of the vessel. The failure of the 
vessel, according to the Ministry, was due to lackof  experienced 
crew and workshop facilities for repairs. 

While the Committee are glad that the Ministry have accepted 
this deal as bad, they are not able to endorse the conclusions of the 
Government fully. The Report of the Superintending Engineer, 
Assam, reveals certain serious lapses on the part of officials who had 
negotiated the deal. The Committee regret to observe that while 
purchasing this Vessel, the oficial had not the interests of Govern- 
ment foremost in their mind. 

Points arising as a result of an on-the-spot study of the working of 
the Hindustan Shipyard: 

232. The Committee now propose to discuss certain matters relat- 
ing to the Shipyard at Vizag which they visited in October last. 

(a) ,Defective construction of certain ships: 
233. The Committee were informed that the defective construc- 

tion was due to faulty designing and that a Committee of Experts 
had been appointed by Directors to enquire into this matter. The 
Committee would like to know the outcome of this enquiry and 
the action mken or proposed to be taken by the Ministry against 
the persons responsible for this defective construction of the vessel 
as also the precautionary measure to be taken for the future.+ 

(ii) Overdraft with the State Bank: 

234. The Shipyard has an overdraft of nearly Rs. 3 crores with 
the State Bank for meeting -its working expenses. Explaining the 

.--".----- - - -  . . .  
+A note (Appendix LIV) has since been received. but could cot be considered by 

Committee. 
Since !he report war drafted, the report of the enquiry has been published and the 

Committee would take it up next year. 
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reasons, the representative of the Ministry of Transport (who wan 
till recently the Managing Director of the Shipyard) stated that 
the yard took comparatively longer time in supplying ships than 
shipyards in other countries and as the shipping lines complained 
that their funds were locked up for longer periods unnecessarily, 
Government had devised a mode of payment by the shipping lines 
in respect of orders placed by them on the Shipyard. According 
to this scheme, the bulk of the payment was made a t  the time the 
ship 'bas  made over. The yard had, therefore, to find the resourc'es 
for working expenses, material etc. during the construction period 
by resort to banks. 

235. The Committee are not quite happy about this arrange- 
ment. While such a course .may be resorted to on occasions for 
short periods, its continuance will go to increase the price of the 
end-product. Aad as the price payable by the shipping lines i s  the 
U. K. parity price, any extras in cost will i w e a s e  the subsidy 
payable to the Shipyard by Government. I t  is, therefore, neces- 
sary that every efford should be made to keep down the cost of 
construction, at any rate b s  eschewing avoidable expenditure. 0b . 
viously, the difficulty u d l  be overcome to a great extent if the 
pace of production is stepped up. For this purpose the Committee 
suggest action on the following lines: 

I (i)  Efective methods of cost-control should be introduced 
in tile Shipyard by laying down norms for each item 
of work, so that deviations could be spotted immedirrte- 
ly and remedial measures taken promptly. 

(ii) Shipping lines, which are granted loans by Government, 
should be encouraged to place orders with the Ship- 
yard and this should be made a condtion to the.grant 
of the loan. 

(iii) Attempts should be made to standardise the ships-one 
for coastal and another for overseas shipping. This 
will go a long way in reducing the delay in construc- 
tion which in turn will lead to greater turnover. 

' MINISTRY OF' WORKS, HOUSING AND SUPPLY 

Audit Report (Civil) 1956-Part I 
. . 

Para 11-Departlnental execution of work 

236. Repairs to certain buildings, estimated a t  Rs. 58,150, 
actually cost Rs. 80,334. The work was carried out partly by 



contract and partly by departmental labour. The contractor exe- 
cuted his portion of the work at less than the proportionate esti- 
mated cost of a little over Rs. 21,000. The work executed by 
departmental labour absorbed the saving and resulted in an excess 
over the estimates by Rs. 22,184. It was stated that work done 
by departmental labour was not susceptible of measurements in 
all cases.and the accounts of materials charged to the works were 
not available. As the explanatiqn was not forthcoming, the excess 
was brought to the notice of the Chief Engineer in September, 
1953. The Chief Engineer stated in January, 1955 that the excess 
would be scrutinised by the competent authority before passing 
it and that disciplinary action would be initiated where necessary. 
Action was not completed till September, 1956. 

237. The Committee feel that the case disclosed a serious situa- 
tion in regard to the maintenance of initial accounts by C.P.W.D. 
as the proper account of repair works carried out departmentally 
was not maintained and even the accounts of material were not 
made available to audit. Such delays make room for inefficiency 
and corruption. They indicate loose contrbl of the C.P.W.D. over 
its sub-divisions. Omers responsible for maintaining the accounts 
have been let of lightly with a warning. The Committee trust 
that a note of the warning to the oficers concerned for not main- 
taining the initial accwnts and for laxity of financial control in 
the present case has been kept in their Character Rolls. They feel 
that more stl-ingent action is qecessary in such cases. 

238. As regards the excess over estimates; the Chief Engineer 
informed the Committee that on enquiry the excess was found 
unavoidable and the completion report was passed by the com- 
petent authority and also accepted by the Accountant General, 
Central Revenues in November, 1956. The Committee are not 
satisfied with this explanation. In their opinion, the scrutiny 
undertaken was not sdc ien t .  They desire the Ministry 'to conduct 
a further enquiry into the matter and report to the Public 
Accounts Committee inter alia the details of e&ess expenditure 
and the factors leading to it. 

In the course of evidence, the Committee were informed that 
usually 24% of the capital cost of the buildings in existence was 
provided for their annual maintenance and repairs and that in 
the year 1952-53, the excesses were due to certain unexpected 
items of maintenance work. The Committee, however, noticed 
that in the years 1951-52 and 1953-54 also there were similar 



excesses over estimates. It  is, therefore, obvious that the basis of 
provision for maintenance and repair was out of date as it will 
be incorrect to say that unexpected items of work was a recurring 
feature.! 

239. The Committee desire that this question should be exa- 
mined carefully to see .that the provision made for maintenance 
and repairs is realistic and in accordance with current trends. 

Para 12-Outstanding dues 
240. Upto March, 1955, an expenditure. of Rs. 1,63 lakhs was 

incurred by Government on provision of municipal services in 
the newly developed colonies for Government servants and dis- 
pladed persons in Delhi. The question of allocating the capital 
expenditure on provision of municipal services among the Munici- 
pal Committees concerned and recovering them was under consi- 
deration of Government since February, 1954 and a final decision 
had not been reached till January, 1957. 

241. The Committee understand that according to the decision 
of Government taken in 1938, such expenditure was recoverable 
from the Municipal Committee concerned. They wanted to know 
the reasons why that decision was not implemented. The Ministry 
urged that the sale price of plots sold to the displaced persons by 
Government already included an element on this account and 
therefore no claim lay against the Municipality. The Committee 
were surprised at this plea. In their opinion, it was a question of 
transfer of certain remunerative assets by Government to the 
Municipal Committees for which the latter should pay Government. 
The fact that the piots fetched a higher (or even lower) @e . 
because of certain circumstances, was hardly relevant. 

In order to enable them to examine the position further, the 
Committee desired to be furnished separately for each colony the 
proforma accounts regarding the number and value of houses built 
for displaced persons, number of houses occupied by them and 
their individual value, amount realised and remaining to be 
realised by sale to displaced persons and the compensation due to 
each of those displaced persons. 

Para 13--Faulty placement of contract for printing and binding 
of f a  

242. A godown of a contractor, wherein paper and binding 
materials issued to him by Government were stored, was gutted. 
This resulted in a loss of Rs. 4,35,644. Against this, Government 
held the contractor's cash security of Rs. 5,767 (inclusive of 



earnest money of Rs. 1,000) only. There were two agreements 
with the contractor one of which laid down that the contractor 
should take due precautions for the safe custody of the Govern- ' 

ment materials issued to him, insure the same against loss by fire 
to ,the full value thereof and deposit the policy with the depart- 
ment; it did not specifically require the policy to be assigned to 
Government. The other agreement laid down that the contractor 
should take due precaution for the safe custody of all Government 
materials issued to him but no provision was made therein for 
taking out or assigning to Government iny insurance policy. The 
contractor had taken out a fire insurance policy for Rs. 1,50,000 
the proportionate value of which in respect of the gutted godown 
was Rs. 1,15,950, but it was not assigned to Government. A sum 
of Rs. 55,000 was received and accepted by the contractor in full 
settlement of his insurance claim but he did not pay it to Govern- 

, 

ment as a partial set off towards the value of the outstanding 
, . materials. Government have filed a suit for the recovery of an 

amount of Rs. 4,29,877 after setting off the contractor's security 
deposit of Rs. 5,767. The case is still pending. 

243. An investigation into the case brought to light the follow- 
ing irregularities: 

(i) The issue of materials against the orders was not res- 
tricted to the amount of the security deposit plus the 
value of the fire.iwurance policy, and steps were not 
taken to hypothecate the insurance policy. 

(ii) Fresh orders continue to be placed with the contractor 
without considering whether, with the equipment and 
facilities at his disposal. it was possible for him to 
execute the orders within the reasonable stipulated time 
and whether the orders previously placed had been 
completed. 

Notwithstanding the fact that there was a huge accumula- 
tion of Government materials in his custody, on 
account of arrear or uncompleted jobs, fresh orders 
continue to be placed upm him. 

(iii) Some jobs were ordered to be executed on country- 
made paper but owing to the accumulation of a huge 
stock of imported paper, the lattet- was supplied by the 
issuing authority direct to the contractor under inti- 
mation to the officer who had placed the order and 
who was responsible for passing the bills of the con- 
tractor. The jobs were, however, executed on cheaper 
country-made paper. The difference in price of the 



89 
two varieties of paper worked out to Rs. 1,06,300 and 
is included in the total sum of RS.' 4,29,877 claimed 
by Government as mentioned above. (This part of 
the claim could have been easily avoided if the neces- 
sary adjustment had been made at the time of passing 
the contractor's bill.) 

(iv) A comparison of the book balance with the actual stock 
balance of some of the forms supplied by the con- 
tractor brought to light a huge deficit valued at. 
approximately Rs. 5,35,000. This calls for immediate 
investigation to determine the amount recoverable 
from this and other contractors and action for re- 
covery, if any, as no corresponding surplus or 
pilferage of forms after their receipt from the con- 
tractor has been reported. 

Besides, a general review of the transactions of this department 
with some other contractors showed that Government materials ' 

of the value of over Rs. 50 lakhs, mostly pertaining to old orders, 
were outstanding on 31st July, 1953 against them also. Early and 
effective steps for the settlement of these outstandings were taken 
by the Department and the figure had, it is stated, gone down to 
Rs. 12,38,429 on 30th June, 1956. 

The Government of 'India have initiated disciplinarf action 
against officials at fault and issued instructions revising the pro- 
cedure for issue of materials to contractors to obviate recurrence 
of such irregularities. 

244. It was admitted in evidence by the Secretaxy of the  ini is- 
try of W. H. S. that this was a very bad case and as soon as the 
case was brought to his notice he had ordered an equiry into it 
on the spot. Disciplinary action had been taken against the 
delinquent officers and he agreed to send a statement showing the 
disciplinary action taken and remedial measures adopted for 
future. The statement is still awaited. 

245. As regards the allegation that the firm used country-made 
poor quality paper and got payment for superior quality paper, 
the Committee were amazed how could this have escaped detection 
at the time of inspection and taking delivery of the forms. Un- 
doubtedly it was a case of gross negligence on the part of the 
ofjkers responsible, and inerelp censuring them (two Assistant 
Controllers) would not meet the requirements of the case. The 
Committee desire to know the circumstances under which this 



punishment was cmidered adequate, the present status of these 
two oficers under Governmentj and in case they had retired, the 
posts held by them before their retirement. 

The Committee are also. dissatisfied with the position of the 
outstandings relating to old orders and desire that the uptodate 
position be ;eported to them. 

Para 14-Payment of compensation for a building 

246. A building, which was requisitioned in Bombay by Gov- 
ernment in 1943, was vacated and derequisitioned with effect from 
1st July, 1950 and the Collector's order dated the 29th June, 1950 
was duly served on the land-lady. She, however, refused to take 
possession of the building unless the Government's representative 
deputed to make it over, signed a document produced by her to 
the effect that the possession was being accepted by her without 
prejudice to her rights, remedies and claims against Government 
for possession and damages. This document was not signed by 
the officer; but as a precautionary measure, she was notified that 

. possession of the building was deemed to be under the charge of 
the owner and Government would not be liable to pay rent from 
1st July, 1950. 

Notwithstanding the notice, the land-lady went on asserting 
that the possession of the building was not restored to her. The 
Government were advised by their Solicitor in April, 1952 that 
as a formal notice of release from requisition had not been issued 
or published in the Government Gazette, their legal position was 
not strong. I t  was brought to notice by Audit that within seven 
days after the Solicitor gave his opinion on the case, he revised it 
on 23rd April, 1952 after examining further papers and advised 
that the derequisition order had been properly served; but he added 
that the land-lady- was entitled to insist h a t  the building should be 
restored to its original condition before she ,would take possession 
of it. This latter aspect was then referred to the Law Ministry, 
who advised on 8th May, 1952 that the land-lady was not entitied 
to insist on the property being restored to its original congition 
before assuming possession. Despite this advice in 1952, a sum of 
Rs. 32,000 was paid to the land-lady during November, 1953. 

247. Explaining the reasons for this lump sum payment, the 
Secretary, Ministry of Works, Housing and Supply stated that the 
land lady claimed a compensation of &. 80,000 and as the legal 
position was not quite in favour of Government (as advised by the 
Law Mipistry), the case was settled amicably by payment of the 
lump sum of Rs. 32,000. The Committee are of the view t h t  

I 
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there was no  justification for the payment of Rs. 32,000. I f  termi- 
nal compensation was at all payable, it should have been restrict- 
ed t o  the estimated value of restoration of the  building t o  its 
original state. Conflicting legal opinions given b y  the  Government 
solicitor in Bombay and the Law Ministry placed the Adminis- 
trative Ministry on the horns of a dilemma which resulted in  a 
loss to Government. The  Committee would invite attention in  
this connection to  paras 116 and 117 of their Twenty-third Report 
and urge upon Government to devise remedial measures to avoid 
such situations in  future. 

Para 15-Fraudulent drawal of material from Government 
Stores 

248. Pipes worth Rs. 28,469 were drawn from a C.P.W.D. Stores 
Division on faked indents purported to have been issued by a 
Construction Division in October, 1952. The matter was reported 
to the Police for investigation, but the persons responsible could 
not be traced. Departmental action was taken against the officials 
who issued the stores without verifying the indents properly. 
Instructions tightening up the procedure for verification of indents 
and issue of materials are reported to have been issued in 
January, 1953. 

Another forged indent was detected in April, 1954 a t  the same 
Stores Division. A scrutiny of the indents received, during the 
preceding four months revealed that there were 24 forged indents. 
Ten officers were invloved in this irregularity. After departmental 
enquiry, punishments were awarded to all of them including 
t!wee persons against whom criminal proceedings were launched 
but who were later on acquitted by the Criminal Court. But 
appeals have been prefered by these persons against the punish- 
ments which are under consideration. 

The Committee consider that mere issue of instructions will 
not cure the disease, as is evident from this case. Whenever any 
case of fraud comes to notice, prompt, speedy and deterrent action 
should be taken against the delinquent ojjicials. Such an aware- 
ness will go to minimise the occurrence of frauds. 

The Committee were informed that verification of stock issued 
from this Stores Division during 1st October, 1952 to 18th Decem- 
ber, 1953 (involving issue of materials worth Rs. 51 lakhs) had 
been completed except for Rs. 26,000 and no shortages were found. 
They  would l i k  the  Ministrl~ to  complete the verification of the 
remaining stock quickly and report shortages therein, if any. 
462 *LS.--7. 
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In the course of evidence, the Committee came to know tha t  

while action was taken against the Assistant Engineer concerned,, 
he had attained the age of superannuation and he was given ex- 
tension of service so that he might be charge-sheeted. The Com- 
mittee view with strong disfavour this procedure as it resulted i n  
underserving benefit to an oficer involved in a fraud case against 
Government. The representative of the Ministry admitted that 
i n  such cases, inquiry should not exceed a period of  two months 
or 80. The Committee trust that the Ministries will strive to 
observe this time-limit in such cases in  future. 

Para 16.-Unsatisfacllory state of accounls 

249. The Estate Office was not maintaining their records in the 
prescribed form since the inception of the revised prccedure of 
assessment and recovery of rent in 1951. No comparison between 
the Register of Buildings and the rent accounts was effected to 
ensure that rent was being correctly assessed and realised in 
respect of all tt)e buildings under its control. The ledger accounts 
of tenants were also not closed and balanced. 

The Committee recall that in their Fifteenth Report in  1955 
they had referred to such failures on the part of the Estate Ofice. 
They are unable to understand how despite their criticism more 
than two years back, this unsatisfactory state of affairs still conti- 
nues. The representative of the Ministry stated that it  was due 
to  shortage of stag, and the  Ministry had approached Finance for 
the  sanction of additional stafl. The special reorganisation unit of 
the  Finance Ministry had scrutinised the accounts procedure of 
t h e  Estate Ofice and its suggestions were under the consideration 
of the Ministry. The Committee would like to see the suggestions 
of the Ministry of Finance and the action taken by the Adminis- 
trative Ministry thereon. 

A part of the outstandings related to the arrears o f  rent due 
from displaced persons. The Committee had suggested in their 
Fifteenth Report that the arrears of rent due from displaced per- 
sons might be deducted from the compensation due llto them. This 
suggestion, it was reported, was not accepted by the Ministry of 
Rehabilitation. The representative of the Ministry of W. H. S 
added that besides the legal aspect, there were practical difficul- 
ties in tracing the displacd persons. The matter was under exa- 
mination now in consultation with the Ministry of Rehabilitation 
and Audit. The Committee would like to be informed of the deci- 
sions in due course. 
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Para 17-Misappropriation by an auctioneer 

250. A firm was appointed as Government auctioneer for the 
various C.P.W.D. Divisions at a station in December, 1952 on deposit- 
jng a sum of Rs. 2,000 by way of security but no formal agreement 
was executed. The firm collected large amounts of auction money 
which it was to credit to Government before the auctioned goods 
could be released. In several cases, however, the Divisonal 
Authorities released the goods in anticipation of final credit of 
such amounts to Government. In July 1953, it came to notice 
that a cheque issued by the firm in payment to Government of 
the value of sales had been dishonoured by the bank. It  trans- 
pired that two other cheques had also been dishonoured earlier. 
Investigation at this stage revealed that the firm had not passed 
on to Government the amounts collected by it from sales in the 
various Divisions to the extent of Rs. 34,031 and that its financial 
position was not sound. 

The Committee were informed that action was in hand against 
the officers respmsible. They deprecate the delay of about five 
years in taking action. They reiterate their earlier recommendation 
that the disciplinary aspect in all ccues of fraud and mis-appropria- 
tion should be finalised expeditiously and deterrent punishment 
awarded to the persons concerned. 

Para 18-Overpayment of Rent 

251. A Central Government Directorate in Calcutta rented a private 
building for office accommodation at Rs. 2,670 per mensem with effect 
from 1st February, 1948. The rent was raised to Rs. 3,738 per mensem 
with effect from 1st December, 1948 on the basis of 40% increase al- 
lowed under the West Bengal Rent Control Act, 1948. The subsequent 
Act of 1950 entitled the tenant to have the rent refixed at the original 
amount of Rs. 2,670 per mensem from 1st April, 1950 to 31st January, 
1951 and at Rs. 3,071 per mensem from 1st February, 1951 after 
allowing for an increase of 15";. The refixation could be claimed 
with retrospective effect upto six months at any time from the date 
of filing an application to the Rent Controller. The Directorate 
did not take up the question of revision of rent within six months 
of the promulgation of the Act and, could not, therefore, get the full 
benefit of the reduction admissible under the Act of 1950. The . 
application was filed only on 31st January, 1953 and the rent was 
revised to Rs. 3,071 per mensem with effect from 1st August, 1952. 
The delay resulted in an overpayment of rent of Rs. 22,698 approxi- 
mately to the landlord. 



The representative of the Ministry explained that the real cause 
of this irregularity was a certain amount of diffusion of responsibi- 
lity. However, in his opinion, the Assistant Director of Adminis- 
tration of the Directorate of Inspection was primarily responsible 
for the irregularity but that officer had already retired in 1954. 
Action was, however, taken against the then Estate Officer and 
another officer who were also to blame partly. The procedure has 
since been changed making the Estate Officer directly responsible 
for all questions of payment of rent and rebates on rent, etc. 

252. In reply to a question, the representative of the Ministry 
admitted that the Director of Inspection of D.G.S. & D. office was in 
possession of facts in January, 1953, but the actual irregularity came 
to the notice of higher officers only in March, 1955. The Officer who 
was responsible for the loss in this case, handled the case himself 
and delayed the matter till his time for retirement came. The 
Committee desire that as soon as irregularities of such nature came 
to  the notice of the ~ o v e r n h e n t  through Audit objections, they 
should be communicated to higher oficers and action on such cases 
should be accorded top priority and watched carefully. 

Para 20-Loss on a cont~act 
253. In December, 1953 a contract was placed on an unregistered 

firm for the supply of imported art paper. The firm failed to 
deliver the goods and the contract was cancelled in May, 1954 at 
their risk and expense. The repurchase in July, 1954 resulted in 
an extra expenditure of Rs. 13.946 which was claimed from the de- 
faulting firm in November, 1954. In December, 1954 the firm re- 
ported the dissolution of the partnership. The matter was not 
pursued till October, 1955 when a demand notice was issued which 
remained undelivered. In April, 1956, the Ministry of Law suggest- 
ed that notices should be issued to all the partners, but the where- 
abouts of the persons were not known. A cheque for Rs. 5,170 
issued by the firm on account of security deposit was dishonoured. 
A sum of Rs. 1,909 due to the firm against other contracts had. how- 
ever. been withheld. 

The representative of the Ministry stated that although the firm 
was unregistered it had successfully executed contracts in the past. 
As this firm had offered the lowest tender in this case and were in 
possession of the stock of imported paper, the contract was given to 
that firm. He, however, admitted that the security deposit should 
not have been accepted in the form of a cheque. The dealing Assis- 
tan) had been given a warning and that he had since been transfer- 
red to Rourkela. The Committee desired to know whether in t e r m  
af their recommendations in para 54 of their 23rd Report, the facts 



of the case had been intimated to the present employer of the Assis- 
tant concerned. The Ministr?] promised to furnish a note to the 
Committee on the subject whic?l is still awaited. 

The Committee desire that the note should also indicate the re- 
medial measuyes tnken crgainst losses of the type mentioned in this 
Audit para. 

Para 21-Loss due to wrong advice given to u f i r m  

254. The Ministry appointed a certain firm as their agents for the 
disposal of aircraft and spare parts taken over by them after the 
conclusion of World War 11. The firm were registered as dealers 
under the Sales Tax Act of a State Government on 19th November, 
1946. When the State Golrernment demanded the returns under 
the Act, the firm requested the Ministry's intervention for an ex- 
tension of the time limit for submission of returns. The matter was 
referred to the Ministry of Law who advised that the Government 
should refuse to pay the sales tax but made no mention about the 
non-submission of returns. Nevertheless, the Ministry advised the 
firm on 21st June, 1948 that until the question of the liability of the 
Union Government to pay sales tax was decided, the State Gov- 
ernment had no ground to demand the submission of the returns. 
As the returns were not furnished by the firm despite repeated 
demands from the State authorities, the latter made an ex-parte 
assessment f3r Rs. 6,37,910 and the firm had to pay it. Out of this. 
Rs. 2,40,978 represented the actual amount of the Sales Tax on the 
sales effected during the period from 19th November, 1946 to 31st 
March, 1947 and the balance of Rs. 3.96.932 being apparently a 
penalty for the non-submission of returns, was re-imhursed to the 
firm by the Ministry in September, 1955. 

In evidence, the representative of the Ministry explained that 
Ihe advice given by the Law Ministry was that sales tax was not 
leviable in this case and the firm should refuse to pay the tax. An 
officer in the Ministry who dealt with the case informed the firm 
that until the case regarding payment of tax was decided, the State 
Government had no ground to press for the submission of returns by 
the firm. He admitted that it would have been prudent on the 
part of that officex to communicate to the firm the legal opinion 
verbatim, instead oi trying to interpret it. The officer retired on 
19th May, 1954. 

The Committee would recontn~end that in such cases in future, 
Iegal opinion should be quoted verbatim and any interpretation or 
ckrification thereof should be vetted by ahe Law Ministry before- 
hand so as to avoid any controversy later. 



Para 22-Irregularities in stores transaction 
fi) Excessive purchase 

255. Excessive purchase of stores by the stationery ofice re- 
sulted in the value of the closing stock on 31st March, 1954 exceed- 
ing the permissible limit by Rs. 19,34,733. The closing balance 
(Rs. 55,95,043) on that date represented on an average, about eight 
to twelve months' actual issues from stock computed on the figures 
in previous years. Under the rules it should not have exceeded 2, 
3 or 6 months' normal supply according to the nature of articles, the 
term 'normal supply' being interpreted as issues from stock only. 
Government, however, decided that for administrative convenience, 
'normal supply' should include direct supplies also, and on that 
basis, they contended that the excess was very small. 

In evidence the Committee were informed that the idea of 
having the reserve stock was to be able to meet the demands of 
the indenting departments in the event of failure of direct supply 
from contractors, producers, etc. It was, therefore, contended that 
the stock had to be calculated on the total demand irrespective of 
the source from which it was supplied and this was the considera- 
tion which weighed with the Ministry in taking the view that 
normal supply should include direct supply also. 

The Committee feel that the Ministry's view would cmount to 
the enunciation of a new principle, which, if accepted, would have 
to be applied to all stores and to all other Ministries.. They are of 
the opinion that, while requirement of stores should be assessed as 
closely as possible and the limits of stocks adjusted accordingly, it 
would be incorrect to regulate the stock limits with the varying 
situations in direct supply. The Committee are glad that the re- 
presentative of the Finance Ministry holds the same view. 

The Committee would suggest that there should be a coordinated 
and uniform policy in regard to holding of stock and that a suitable 
f m u l a  should be evolved after studying the conditions of demand 
and supply, period of deliveries, etc. The representative of the 
Ministry of Finance has agreed to examine the position from an 
overdl point of view and submit a detailed note indicating the 
scope of improving the methods of indenting stores, their issues and 
accounting of receipts and issues. This note is still awaited. 

(ii) Purchase of teleprinter paper 

256. Teleprinter paper worth Rs. 94,074 proving brittle and unfit 
for use was disposed of by public auction. The Government were 
awaiv that the paper was unfit for the purpose even at tht time of 
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its purchase. The actual conversion of the rolls into note-sheets, 
etc. took a long time and the paper so cut did not serve the desired 
purpose. I 

The Committee were informed that the paper was taken over 
by the Stationery Department from Disposals in the expectation 
that it could be used. When it was found that no use could be 
made of it, it had to be sent back to Disposals for auction and it 
fetched about Rs. 70,000. 

The Committee feel that the transaction was a purposeless effort 
resulting in waste of time and money. 

(iii) Shortage in stock. I 

257. The stock verification of the Stationery Office and the Forms 
Press as on the 31st March, 1954 disclosed deficits in certain kinds 
of stores which were not covered by corresponding excesses else- 
where. The net deficits in such cases amounted to Rs. 15,976 in one 
office and Rs. 51,042 in the other. Some stores which were in exis- 
tence during the previous physical verification were found short or 
missing in the present check although there were no issues of these 
items during the intervening period. The loss on this account 
amounted to Rs. 6,208 in one office and Rs. 6,000 in the other. 

The Committee desire that the defect in the system of issues 
from stock which result in shortages should be removed. They are 
of opinion that in the absence of a proper system of accounting of 
stock, it would be difficult to keep track of things, and shortages of 
stock would continue. The representative of the Ministry stated 
that the question of accounting, issue of vouchers etc., in regard to 
.stores transactions was under consideration. The Committee would 
like to be apprised of the final decision taken in this regard. 

OUTSTANDING RECOMMENDATIONS 

Fifteenth Report 

Para 32-Payment of Railway freight 

258. The Chairman, Public Accounts Committee of 1954-55 ob- 
served that the disciplinary aspect of the case had not been fully 
considered by the Ministry and full facts had not been communica- 
ted to the U.P.S.C. The representative agreed to examine the case 
of chargesheet again and to send a note regarding finalisation of 
these cases involving disciplinary action. 



From a note (Appendix  LVI) furnished to  t hem,  the  Committee 
note that  a back reference was made to  t he  U.P.S.C. b y  t he  Ministry 
and the  former do not consider that any  modification is called for 
on  the  advice already tendered b y  t h e m  on this  case. T h e  Com- 
mit tee,  however, desire that  in future full facts on all aspects of dis- 
ciplinary cases for advice should be furnished to the  U.P.S.C. i n  t h e  
first instance so that proper advice could be given without wast'e of 
any t ime.  

Sixteenth Report 

Paras 101 and 102-Nugatory expenditure on the  construction oj . 
pre-fabricated Housing Factor!/ 

259. The  Committee deferred examination of this case as the 
termination agreement" was stated to  be under the  scrutiny of t h e  
Director of commercial Audit .  

Para 122-Road Rollers Bulk Procurement Scheme 

260. The  Contmittee feel concerned as t h ~  case has been dragging 
on  for 10 years and Government  have not come t o  an9 co~zcl7iszon 
so far i n  regard to  fixation of final prices of Road Rollers. The  
accounts should not  remain unsettled for such a long t ime  and ener- 
getic action should be taken to  finalise t h e m  soon. 

Para 125-Overpayment due t o  faulty measurement 

261. T h e  Committee are dissatisfied w i t h  t he  delays occurrying in 
t h e  Ministries i n  taking disciplinary action against t he  persons con- 
cerned. I 

Para 127-Excess Payment  due t o  mistake i n  estimates 

262. T h e  Committee deprecate very  much  the  delay in taking 
disciplinary action against t h e  oficer concerned. T h e y  feel that such 
cases merit immediate action and desire that  action finally taken 
in this case be  reported to  t h e m  without  any  further loss of t ime. 

Para** 128 of the  Sixteenth Report (also para 90 of the Fifteenth 
Report) -Safeguarding Clauses in Contracts 

263. T h e  CommiUtee desire that t he  Law Ministry should inter- 
alia look in to  t h e  American Legislation on  the  subject and examine 
--- --- - - - . - - - - - - - .- -- - - -- - 

* The Dtrector of Commercial Aud~t has already exam~ned the agreement and 
a para has been included in Audit Report, 1957. 

**A note (Appendix LVII) has been rcceivcd from the Ministry of W. H. 6( S. 
but could not be considcrcd by the Commirtec. 



99 
the feasibility of enacting similar legislation to safeguard the in- 
terests of the Exchequer. The Secretary, Ministry of Law was 
asked to examine this case and furnish a detailed note regarding 
the scope of revision of the contract form with a view to safe- 
guarding the interests of Government and to enable Government to 
reopen past contracts where unconscioqable payments had been 
made. The note is awaited. 

Twenty-third Report 

Pam 103-Delay and extra expenditure in making purchase 

264. The Committee destre that copies of the insty i c t z u ~ ~ s  issued 
in .this case should be furnished to tftem by the Mm~strg. This 
requirement should be noted for future. 

Paras 115-117-E.vl l a  espc.i~zlzturc O H  US. S~ores  a n d  conflicting 
Legal Op~nion 

265. The Ministries of Works, Housing and Supply and Law had 
furnished a note (Appendix LVIII and LIX) each to the Committee. 
At the instance of the Committee, the representative of the Minis- 
try of Law promised to submit a detailed note regarding- 

(i) steps to be taken to avoid conflicting legal opinions and 
strengthening of the organisation giving legal advice for 
avoiding delay; and 

(ii) the scope of revision of contract forms with a view to 
safeguarding the interests of Government and to enable 
the Government to reopen past contracts when un- 
conscionable payrnents had been made. 

As regards the question how the Ministry ensured that the re- 
ferences made to them were adequate and complete, it was ex- 
plained that unless the whole file was gone through it could not be 
possible to say whether all the facts were there. I t  was also ex- 
plained to the Committee that if the Law Officers were given more 
time and slightly less volume of work, it should be possible for 
them to look into cases with greater care. The Committee 
welcomed the suggestion and desired the Secretary, Ministry of Law 
to formulate his proposals in the note to be submitted b t ~  him. 

Para 127-Misappropriation of Government moneg by an auctioneer- 
ing firm 

266. The Ministry had stated in an interim note that action in 
regard'to the responsibility of certain officers in this case would be 
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&&en up on release of the records from the Civil Court. The Com- 
mittee desire that on release of the records, action should be taken 
immediately. 

.Para 138-Cases in which lowest tenders were not accepted by I.S.D. 
London 

267. From a note (Appendix LXI) furnished to them, the Com- 
.mittee understand that the India Store Department, London have 
issued instructions for inclusion of an Assurance Clause in the case 
of a contract where it is decided to accept higher price than the 
lowest tender in the interests of earlier delivery. The clause 
p~ovides for levy of penalty for failure to supply stores on or by 
the date specified in the corntract. The Committee also note that 
India Supply Mission, Washington have been asked to issue similar 
instructions. The Committee would, however, like to see such ins- 
mmtons  issued by the India Supply Mission, Washington. 



PART I1 

:Proceedings of the sittings of the Public Accqunts Committee held 
on Sth, 6th 8th and 9th November, 1957; 3rd, 4th, 6th to llth, 
13th and 14th January; 6th to Sth, 14th and 15th February; 26th 
28th and 30th April, 1958. 



PROCEEDINGS* OF THE TWENTIETH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON TUESDAY, 
THE 5TH NOVEMBER, 1957 

268. The Committee sat from 10.00 hours to 13.15 hours. 

PRESENT 

Shri T. N. Singh-Chairman. 

Members 
Shri Ram Subhag Singh 
Shri N. G. Ranga 
Shri Radhelal Vyas 
Shri A. C. Guha ~ 

Shri N. R. M. Swamy 
Shri Upendranath Barman 
Shri H. C. Dasappa. 
Shri Prabhat Kar 
Shri Jaipal Singh 
Shri N. Siva Raj 
Shri Vijayarama Raju 
Shrimati Pushpalata Das 
Shri P. T. Leuva 
Shri Shyam Dhar Misra 
Shri M. Govinda Reddy 
Shri Jaswant Singh 
Shri P. C. Padhi, Additional Deputz~ Comptroller and 

Auditor General. 
Shri S. Venkataramanan, Accountant General, Central 

Revenues. 
Shri R. N. Chatterjee, Chief Audit Officer, Food, Rehabili- 

tation and Supply. , 
Shri P. N. Bhandari, Director of Commercial Audit. 
. .. . . .. - - - . . .- .- .- . .. - 

'Proceelings of the prior sittings relate to the Accounts of Damodar Valley Corpo- 
rltion, Posts & Telegraphs Dspnrtmenr, Dcfence, Railways De!hi Rold Transport 
Allthority, e*c. 
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SECRETARIAT 

Shri V. Subramanian, Deputy Secretary. 

WITNESSES 
Ministry of Food and Agriculture (Department of Agri- 

culture). I 
I 

Shri P. N. Thapar, Secretary. 
Shri Krishan Chand, Joint Secretary. 
Shri M. Lal, Joint Secretary. 
Shri T. C. Puri,'Joint Secretary. 
Shri P. N. Krishnaswamy, Chief Pay and Accounts Oficer. 

Ministry of Finance 
Shri K. L. Ghei, Financial Adviser. 
Shri K. C. Das, Under Secretary, Ministry of Finance. 

(Departmewt of Economic Aflairs) . 

MINISTRY OF FOOD AND AGRICULTURE 

(Department of Agriculture) 

269. At the outset, the Chairman expressed concern over the delay 
in the submission of notes/memoranda by the Department on the Out- 
standing Recommendations of the Committee. He pointed out that 
the prescribed period was four weeks by which time, the Committee 
should receive such notes/memoranda. He hoped that he would not 
have any occasion again to comment on such delays by the Minis- 
tries. 

Audit Report (Civil) 1956---Part I 
Para 2, wasteful expenditure on air freight 

270. The Central Tractor Organisation placed orders for spare parts 
of tractors worth Rs. 9,112 in February, 1953 dh-ect through a private 
firm without the intervention of the DGS & D who was apprised of 
the purchase in April, 1953. The stores were obtained by air in May, 
1953, on grounds of urgency. It  cost Rs. 2,115 extra over the freight 
by surface route. While regularising the direct purchase as a special 
case, Finance observed .that the Organisation should be in a position 
to assess its normal requirements and place indents on the DGS & D. 
Out of three items purchased, two comprised 566 and 144 units, of 
which only 10 and 12 units respecti~ely were issued upto March, 
1955. Again in September, 1953 and February, 1954 some more parts 
worth Rs. 4,082 and Rs. 3,980 for the same type of tractors were 
obtained by air, the extra expenditure being Rs. 2,896 and Rs. 2,530, 
respectively. 



The Committee wanted to know the reasons for engaging a private 
firm without the intervention of the DGS & D and airlifting the stores 
at an extra cost. The representative of the Ministry stated that 
spare parts were for certain foreign-made tractors and the foreign 
engineer at that time recommended the import of these parts urgently 
and the officer in charge thought that unless the stores were obtained 
immediately, the tractors would go out of commission. To a question, 
he replied that the Officer-in-charge of the Central Tractor Organisa- 
tion ordered the transport of the spares by air and the rules in this 
regard did not specifically debar him from ordering so. 

The Committee were of opinion that wherever the rules did not 
specifically confer such powers on an officer, the correct thing to do 
was to have the position clarified immediately by reference to the 
Administrative and Finance Ministries instead of acting on presump 
tion. The representative of Finance, who was asked by the Com- 
mittee to explain his view-point, replied that the matter was referred 
to Finance only after the order had been placed. Finance had to 
regularise it because the order was placed ostensibly in an emergency 
situation. It did not appear from the records that Finance ever rais- 
ed the question of the officer's competence to order stores direct in 
this case. He further stated that to meet such an emergency in 
future the officer-in-charge of the Central Tractor Organisation had 
been delegated powers to purchase stores within a limit of Rs. 10,000. 

The Committee agreed that powers should be delegated to meet 
emergencies, but at the same time they felt that such provisions. 
should not be misused. They recalled that in the past they had 
occasion to consider a similar case when project stores had been 
ordered by air and the freight alone cost more than the stores them- 
selves. They wanted the Ministries to take serious notice of such 
cases. 

The representative of the Ministry stated that the officer had 
exercised his powers discretely and such powers given to Heads of 
Departments were in practice seldom abused. 

At this stage, the representative of the Ministry stated that there 
had been some discrepancy about the figures of consumption of spare 
parts quoted in the Audit Report. The Committee drew attention 
of the Ministry to para 37 of their First Report, wherein they had 
recommended that officials of the executive Departments should co- 
operate with the Audit Department in the timely verification of facts 
proposed to be inco~porated in the Audit Report and subsequent 
attempts on the part of the representatives of the Ministries to con- 
tradict any statement contained in the Audit Reports at the time they 
appeal before the Public Accounts Committee should be avoided. 
They felt it was too late for the Ministry to raise that issue when 
audit paras were printed with their full agreement. 
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Judging from the time-lag between the receipt of these spare 

parts and their issue the Committee were not convinced of the plea 
of u'rgency. They felt that in this case before placing the order, the 
Ministry should have checked their normal requirements and placed 
order accordingly. Such orders by air not only lead to avoidable 
,expenditure, but also indicate lack of proper fore-thought and plan- 
ning on the part of the administration. Endeavour should have been 
made to restrict the import by air for the period that it would have 
taken to receive the stores by surface route and follow that by fur- 
ther import by surface route. They incidentally observed that the 
cost of the spares together with the freight in this case exceeded the 
limit of Rs. 10,000 fixed and the Ministry had failed to note that the 
.officer had exceeded his powers. The representative of the Minis- 
try assured the Committee that emergency orders would, in future, 
.be rare and the requirements of stores were now being assessed in 
.a realistic manner. 

Appropriation Accounts (Civil), 1953-54 
Grants Nos. 43, 44 and 47 

271. In these Grants, the surrenders were in excess of 
the  savings. The Committee wanted to know whether there 
-was any arrangement in the Ministry to watch the progress of expen- 
diture, especially at present when Government were short of funds. 

The representative of the Ministry stated that in 1953-54 there 
was a budget provision for the Ministry of Rs. 46,81,000 and the 
actual expenditure was Rs. 45,92,842. The actual savings were only 
Rs. 88,158. The surrenders were Rs. 1,01,900. The estimate of the 
amount that could be surrendered turned out to be incorrect because 
of adjustments carried out in the books of the Accounts Office after 
the close of the financial year. To overcome this difficulty, he felt 
that it would be desirable if the Ministry could know more promptly 
and well in time as to what the actual booked expenditure was at 
any point of time. 

The Additional Deputy Comptroller and Auditor General invited 
:attention to Rules 88 and 89(4) (i) of the General Financial Rules 
.according to which "The authority administering a grant is ultimately 
responsible for watching the progress of expenditure on public ser- 
vices under its control and for keeping the expenditure within the 
grant ". 

"Every disbursing officer and in respect of his own expenditure 
from portions of the grant retained in his own hands every controlling 
officer and Head of Department must maintain a separate register in 
.the form G.F.R. 4 for each minor or sub-head of accounts with which 
he is concerned. In this must be entered the necessary particulars 



of charges drawn on each bill in proper primary unit and detailed 
head". 

The representative of the Ministry replied that monthly meetings 
were being held to review progress of all schemes and the expendi- 
ture thereon. But the time-lag between the time of actual expendi- 
ture and the time the Ministry came to know of that was usually 
three to four months, as the expenditure was incurred by State Gov- 
ernments on schemes like Grow More Food. There was considerable 
delay in the collection of these statistics although instructions had 
been given that statements of expenditure duly reconciled with the 
figures of the Accountant General of the State, should be submitted 
to the Ministry within three months after the close of the quarter 
to which the expenditure related. 

The Committee felt that the whole question required rethinking 
so that delays could be avoided. 

Another feature which the Committee noticed was large savings 
accruing in the same Grants in the years 1953-54 and 1954-55. For 
example, savings under Grant No. 45 were 22 per cent. in 1953-54 
and 54 per cent. in 1954-55. Likewise there were savings of 20 per 
cent. and 8 per cent, under Other Capital Outlay of the Ministry of 
Food and Agriculture in the years 1953-54, and 1954-55 respectively. 
The Committee observed there had been no realistic estimating of 
the actual requirements. The result was inflated budgets. For ins- 
tance in 1953-54 under Grant No. 45-Agriculture-sub-head N- 
Cane' Development and Regulation of Sugar Industry, the budgeted 
amount was Rs. 18 lakhs while actually only Rs. 7,13,900 could be 
spent. They wanted to know the reason for the over-budgeting 
under this particular sub-head. The information being not readily 
available the Ministry promised to furnish a note* to the Committee. 

.The Committee noticed further that under the same Grant during 
the year 1953-54, a sum of Rs. 7,13,900 was placed at the disposal of 
the Indian Central Sugarcane Committee for disbursement to the 
various State Governments for implementation of their various sugar 
cane development schemes. But a sum of Rs. 3,443,898 only was distri- 
buted by them and the balance was refunded to Government. The 
Committee wanted to know the reasons for such an excessive pro- 
vision. 

The representative of the Ministry stated that the Ministry always 
hoped that the States would be able to recruit the staff and put the 
schemes into operation. But delays took place in the starting of the 
schemes. In reply to a question, he stated that it was the practice to 
make lump sum provisions for budget purposes without the schemes 
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being individually examined and sanctioned at that time. The repre- 
sentative of the Ministry of Finance explained that lump sum g r d  
were based on the broad outlines of schemes which were discussed 
with the State Government concerned by the Planning Commission 
and the Ministry concerned in the presence of the Ministry of Finance 
and detailed estimates came later. But it was not a leap in the dark. 
A broad and rough assessment'was also made in respect of each item. 

The Additional Deputy Comptroller and Auditor General drew 
attention of the Committee to a letter from the Finance Minister to 
the Comptroller and Auditor General in this connection. While the 
Minister was not in favour of the suggestion for making a token pro- 
vision in the budget in such cases where complete details were not 
worked out, he said:- 

"On the other hand, the commencement of any project of real 
importance and urgency which could not be worked out 
in sufficient detail for inclusion in the budget need not 
be delayed the moment it is worked out in sufficient 
detail in the course of the year. The present procedure 
of obtaining a supplementary grant from Parliament or 
making an advance from the Contingency Fund to the 
minimum extent necessary to enable immediate com- 
mencement of the scheme would continae to be followed 
in such cases". 

In view of the above, the necessity for lump sum grants for 
schemes, details whereof had not been worked out, did not arise, 
and the Finance Ministry would be perfectly within their rights to 
refuse to consider the schemes with vague or insufficient details or 
schemes whose details were not worked out. 

Attention was also drawn to the Committee's earlier recommenda- 
tion in para 11 of their 16th Report, wherein it was stated: 

"Overestimating of the spending capacity and inclusion of 
provision for new schemes not ripe for execution, result- 
ing in lapse of allotments, will not only be seriously mis- 
leading in the allocation of resources raised, and the 
determination of fiscal policy, but also derogate from the 
efficiency of Parliamentary Control over expenditure". 

The Committee then wanted to know whether the Ministry have 
any idea about the capacity of the various States to put through new 
schemes and implement them in time against their commitments. 
The representative of the Ministry explained that in working out 
the budget they always had in mind the targets for the year as laid 
in the Plan. It was only in January or February when the repre- 
sentatives from the States came to the Planning Commission or the 
representatives of the Planning Commission went to the States, the 



details of the various schemes were worked out. A record of the 
performance of the States was no doubt taken into consideration 
while making allocations for various development schemes. 

The Committee were of the opinion that the Ministries should try 
to get the schemes from the States much earlier, say in August or 
September and scrutinise them before making provision in the 
budget for the next year. They considered that the matter required 
rethinking keeping in mind the spirit underlying Article 112 of the 
Constitution. It was necessary and obligatory to have the year's 
estimate well in advance. 

Page 32, Grant No. 45-Agriculture, Note 1 
272. In this case the original grant of Rs. 3,68,23,000 was increased 

to Rs. 4,01,82,000 by supplementary grants of Rs. 33,59,000. Out of 
the saving of Rs. 89,60,109 a sum of Rs. 73,85,832 was surrendered to 
Government. 

When asked for reasons for these supplementary grants and sub- 
sequent surrenders the Ministry promised to furnish a note* to the 
Committee. 

Page 42-Audit Comments 
273. T11-se related to Stores Accounts of the Cattle-cum-Dairy 

Farm, Karnal for 1953-54. The value of machinery stores in stock 
was in excess of the normal requirements of the Dairy which un- 
necessarily locked up Government money. Secondly, no reserve 
stock limit had been prescribed. Thirdly, the physical verification of 
stores was being condbcted by the Cattle Officer, who was also 
incharge thereof. 

The representative of the Ministry explained that orders had been 
passed and physical verification of stores had been completed. About 
the fixing of reserve stock limit he stated that the Director of the 
Dairy had been directed not to keep stock in excess of the require- 
ments for more than one year under any circumstances. The Com- 
mittee desired to be furnished with a note** about the exact 
nature of the Ministry's instructions issued to the Director for imple- 
mentation in pursuance of these Audlt comments. 

Appropriation Accounts (Civil), 1954-55 

Pnge 56, Grant 46-Civil Veterinary Services 

274. This related to the Indian Veterinary Research Institutes, 
Mukteshwar and Izatnagar Live Stock, Milk and Milk Products. The 
- - - - - _  -- - - - - - 

*See Appcndix 11. 
**Sea Appendix XXXI. 



Committee wanted to know the reasons, for delay in preparing the 
proforma commercial accounts, when they had been declared as com- 
mercial concerns in as early as.1950-51. The representative of the 
Ministry stated that instructions for maintaining commercial accounts 
in the Institutes had been issued. The Committee felt there could 
be hardly any justification for such a long delay in this case. 

Page 103, Grant No. 124-Note 8-C.T.0.-Audit comments--sub- 
para (a) Government Capital Account 

275. This referred to reconciliation of differences in the figures of 
withdrawals from and remittances into treasury taken into the 
accounts, which, if remained unreconciled for long periods, were 
fraught with danger of frauds, etc. The representative of the Minis- 
try explained that the Central Tractor Organisation had a capital 
of Rs. 5:64 crores in 1954-55 and the unreconciled amount was Rs. 75 
lakhs which includes Rs. 64 lakhs on account of transfer of Pashabhai 
Pate1 implements in 1954-55 and at present it was Rs. 30 lakhs. 
Efforts were being made to reconcile the balance. 

The Committee diesired to be furnished with a note* on this point 
giving detailed reasons for non-reconciliation of accounts and what 
efforts were being made to clear them. They emphasised that these 
accounts must be reconciled before the presentation of the Report of 
the Committee to the Parliament. 
Note 8 ( b ) ,  Suspense Accounts-lnterest Chargeable from State 

Governments due to staggered recoveries 
276. In this case a sum of Rs. 32,83,338 had been shown as out- 

standing on account of interest chargeable to the State Governments 
due to staggered recoveries from them. The credit for the corres- 
ponding amount had been taken in . the Reclamation Operation 
Account, although the State Governments had not so far agreed to 
pay such interest charges. 

The Committee drew attention of the Ministry to Para 71 of their 
Sixteenth Report wherein it had been stated that the Committee 
doubted the wisdom and propriety of taking credit in the accounts 
of the Organisation for such disputed charges. 

When asked whether the States had since accepted the liability 
for interest, the representative of the Ministry stated that they could 
not realise that from the States. In reply to another question the 
representative stated that they proposed to transfer the amount to 
"Renewal Reserves created for meeting the cost of major overhaul of 
tractors, etc., of new unit". 

__-_ --- 
*See Appendix XXXII. 
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The Committee were of opinion that in any changes in the 

accounting system or transfers from one head to another of big sums, 
where both the Central Government and the State Governments were 
concerned, it would be better to consult Audit beforehand. They 
desired that they should be apprised of the final outcome* before the 
submission of their report to Parliament. 

277. The Committee then adjourned to meet again at 10 hours on 
Wednesday, the 6th November, 1957. 

---..-- . - - -- -. .- --- - 
'Slr  Appendix XXXITJ. 



PROCEEDINGS OF THE TWENTY-FIRST SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON WEDNESDAY, 

THE 6TH NOVEMBER, 1957 

278. The Committee sat from 10.00 hours to 12.45 hours. 
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Ministry of Food and Agriculture (Department of Agriculture) 
Shri P. N, Thapar, Secretary. 
Shri Krishan Chand, Joint Secretary. 
Shri M. Lal, J d n t  Secretary. 
Shri T. C. Puri, Joint Secretary. 
Shri P. N. Krishnaswamy, Chief Pay and Accounts Officer. 

Ministry of Finance 

Shri K. L. Ghei, Financial Adviser. 
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Aflairs. 

MINISTRY OF FOOD AND AGRICULTURE 
(Department of Agriculture) 

279. The Committee resumed consideration of Grant No. 124 cf 
the AppropriaBion Accounts (Civil), 1954-55. 

Page 132, Sub-para (ii) 

The point raised in this sub-para related to the payment of a 
subsidy at the rate of .Rs. 15 per acre given out of Grow More Food 
funds to the Central Tractor Organisation as the cultivators were 
unwilling to pay the actual average cost of tractorisation. 

When the Committee desired to know the sanction under which 
the subsidy was paid to the Central Tractor Organisation for re- 
clamation of lands for the States, the representative of the Ministry 
of Finance stated that under the G.M.F. Scheme there was a pro- 
vision for financial assistance to States for such purposes and quoted 
the following passage in support:- 

"Land reclamation schemes undertaken by State Govern- 
ments with their own tractor units would be eligible for 
Central subsidy to the extent of 50 per cent. of the net 
loss incurred by the State Governments or 124 per cent. 
of the total expenditure, whichever is less. This sub- 
sidy would be permissible only when the Central 
Tractor Organisation cannot take up the work". 

The Committee questioned the above view and were surprised 
how Ministry of Finance accepted this. The representative of the 
Ministry of Finance observed that on the analogy of land reclamation 
scheme, this was perhaps permitted and this practice was in vogue 
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for a number of years. He agreed that the rule quoted above was 
not strictly applicable to the case under consideration. 

The Committee objected do the practice of debiting to the funds 
provided by Parliament for Grow More Food Campaign, such ex- 
penditure and observed that the Grow More Food funds were not 
meant to cover up the losses of a particular organisation of Gov- 
ernment. 

The representative of the Ministry of Finanm informed the Com- 
mittee that there had been some rethinking of.the question and a 
new head 'Loss on the working of Central Tractor Organisation' 
under Demand No. 46 had since been introduced where the loss, if 
any, incurred by the Central Tractor Organisation on reclamation 
operations would be exhibited in the accounts. 

OUTSTANDING RECOMMENDATIONS 
Sixteenth Report 

- Para 65, Payment of Unnecessary Commitment Charges 
280. From the note (Appendix XXXIV), the Committee under- 

stood that 32 tractors which were purchased for mopping up opera- 
tions had since been disposed of to the States as it was found later 
on that the mopping work could be done. with the help of some old 
tractors. The Enquiry Officer appointed to investigate into the case 
came to conclusion that there was no case for any action against any 
officer and that the Government accepted that conclusion. 

To a question, the representative of the Ministry replied that 
these tractors were purchased in 1952 and there had been no loss 
on their sale. When asked whether the 32 tractors were sold along 
with the spares also, he stated that some spare parts were sold to 
the State Governments with the tractors and some were not. The 
Committee desired that a note* giving the value of spares that had 
been left behind be furnished to them. 

The Committee were of the view that whenever an enquiry was 
made a t  their instance, the report of that enquiry should invariably 
be furnished to them and noted with regret that in the present case 
where an enquiry was made on their recommendations, a copy of 
the Report of Enquiry had not been furnished to them. 

The Secretary, Ministry of Agriculture stat& that a copy of 
the Enquiry Report had been sent to Audit and he would furnish 
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copies* to the Committee, if required. It  was brought to the notice 
of the Committee by Audit that the enquiring officer had observed 
in his report that the officer against whom the enquiry was held 
got an initial report by a subordinate technical officer about the I quality of the implements substituted subsequently, and altered the 
noting on the file. 

The Committee felt that in the fact of the above charge, the 
contention of the Ministry, that there was no case for any action 
against any officer concerned with the transaction, was not accepted. 

The representative of the Ministry stated that the whole case 
regarding the Central Tractor Organisation was considered by Gov- 
ernment at the highest level. As it appeared, there was ca prima 
facie case for investigation, it was decided that the Home Minis- 
try should appoint an Enquiry Officer to go into the whole case. The 
Enquiry Officer submitted a report to the Ministry of Home Affairs 
which was submitted to the Cabinet. Before submitting the case 
to the Cabinet, the case was examined in the Ministry at the highest 
stage very carefully. The Cabinet came to the conclusion that there 
was no reason for taking any action against that officer. 

In reply to a question whether the substitution of a report and 
consequent change made in the noting in the file were brought to 
the notice of the Cabinet, the representative replied that it was in 
fact this charge that made the conduct of the officer concerned look 
suspicious and led to the whole enquiry. 

When asked whether the Home Ministry wanted to have the 
comments of the Ministry of Food and Agriculture on the Enquiry 
Officer's report he said he was not aware of that. The Committee 
desired that a copy of the Government order* regarding the conduct 
of the officer concerned along with the Ministry's comments, if any, 
be furnished to them. 

They also decided to examine the Home Ministry on this matter 
on receipt of the above information from the Ministry of Food and 
Agriculture. 

Paras 67 and 68-Unnecessary purchase of machinery 
281. From the note (Appendix XXXIV), the Committee under- 

stood that 90 Allischalmer and 90 Oilver tractors were purchased in 
1949 when they were the only suitable tractors available for early 
delivery; and the decision to purchase a particular make of tractors 
was taken by the D.G.S. & D. through whom the purchases were 
made. There was then no time to buy a few tractors of each type 
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to make experiments and to decide as to what particular make 
should be bought in larger numbers. Actual experience, however, 
showed that all the makes had done good work. 

Regarding segregation and disposal of spare parts it was stated 
that a review of the spare parts in stock upto 31st July, 1956 had 
already been completed and spares amounting to Rs. 42,26,303 had 
since been declared as surplus and spares worth Rs. 10,20,359 had 
been sold resulting in a profit of Rs. 6,94,184. 

The Committee wanted to know the present psition of store 
accounting and physical verification of stores in the Central 
Tractor Organisation. The Chairman, Central Tractor Organisation 
stated that there was definite improvement from year to year. When 
asked whether he was satisfied with the pace of improvement and 
there was no deterioration simultaneously because of further stores 
being added up every year, he replied that it was not so. Proceed- 
ing further, he stated that it would be difficult to say when the 
stores would be cleared as the pace of disposal would be slow now 
and the fact that they were becoming obsolescent was also to be 
taken into consideration. 

When asked in the lighc of his experience with different makes 
of tractors whether he could say which makes were good and which 
were not all right for a particular work, he stated that they found 
caterpillar would do very well for all heavy earth-moving and heavy 
ploughing. HD-19 was fit for jungle clearance and for certain types 
of soil but may not be as efficient for ploughing. TD-24 was of the 
heavy type which would be quite well for plouging of a heavy type, 
or heavy earth work. He added that while comparing, breakdown, 
costs, fuel and oil consumption, etc. had to be taken into account. 

To a question, the representative of the Ministry stated that out 
of 317 tractors, 59 had been sold and 47 condemned and 211 were in 
the field. 

Para 73-Results of physical verification not finalised 
282. The Committee desired that the reconciliation of dis- 

crepancies must be completed without further delay. 
Para 74--Disposal of surplus spare parts and equipment 

283. From the statement of sales (Appendix XXXIV) it appeared 
that about 40 per cent. of the stores declared surplus could be dis- 
posed of from 1951 to 31st July, 1956 and there was still a large 
balance of about 70 lakhs of surplus stores. 

The Committee wanted to know how it was proposed to dispose 
than of. The representative of the Ministry stated that towing 
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ofacers went round and had sold the surplus stores worth Rs. 82 
lakhs making a profit of Rs. 28 lakhs over the book value. Stores 
worth Rs. 53 lakhs had been disposed of leaving stores worth Rs. 27 
lakhs to be disposed of. The Committee were of opinion that before 
declaring a profit, the cost of salesmanship, interest and storage 
charges should also be taken into account. 

The Committee wanted to know the principles that were observ- 
ed in declaring stores as surplus. The representative of the Minis- 
try replied that there was a Committee of Central Tractor Organis- 
ation engineers which from time to time took into account what 
they wanted and what was surplus and that such stores were being 
declared surplus as were not likely to be used. Actually there was 
a balance of stores worth Rs. 1 crore 25 lakhs, out of which about 
66 to 70 per cent. would be required and the rest would be declared 
surplus. 

The Committee noticed that progress in the disposal of stores had 
been slow and in the meantime there might be further additions to 
surplus stores. They felt that the position of disposal of stores was 
not encouraging. 

The representative of the Ministry agreed that the situation wm 
not happy. But it was difficult to say when all the surplus material 
would be disposed of. As the best of the surplus stores had been 
disposed of at first, progress in the disposal of the balance may not 
be so quick as during the last one or two years. On the other hand, 
due to exchange difficulty, when the import of tractors had stopped, 
prospects for disposal of the balance seem bright. 

Para. 7i33Fixation o j  monetary limit of stores 
284. From the note (Appendix XXXIV), the Committee under- 

stood that the maximum limits of stores that had been fixed for 
1956-57 was to be reviewed in April, 1957. 

When asked whether the review had been undertaken, the repre- 
sentative of the Ministry replied that the same limits were still con- 
tinuing. The Committee pointed out that the maximum limits fixed 
were much higher than the actual consumption during 1955-56 and 
in some cases they exceeded 3 to 4 years' consumption; the represen- 
tative from the Ministry observed that they were taking up the ques- 
tion of refixing the maximum limits of stores. 

The Committee desired to be furnished with the decision* of 
Government in this behalf as soon as it was arrived at. 

. 
*See Appendix XXXVI. 



Para 76-Financial implication of the utilisation of old trdctms 
285. No comments. . 

Twenty-third Report. 

Paras 81 and 82-Construction' of tube wells in certain States 
286. No comments. 

Para 8 A e n t r a l  Tractor Organisation Loss in ope~ation by new units 
287. The Committee desired that a note regarding over- 

stocking of stores and spares in the Central Tractor Organisation and 
the views* of the Ministry on the comments of the Committee 
regarding collection of charges by the Central Tractor Orgranisation 
from State Governments at a rate less than its actual cost of recla- 
mation may be expedited. ' 

Para 86-Reserve Pool of Fertiliser 
288. The Committee wanted to know whether the Ministry of 

Finance had also accepted the recommendation. The representative 
of the Ministry of Finance stated that the Ministry of Food and 
Agriculture had sent a note to the Director of Commercial Audit 
which had been formally taken up with them and they had accepted 
the general principle recommended by the Committee. 

The Committee desired to be furnished with a note** giving in 
details how the price of fertilisers, that were distributed to the cul- 
tivators, was worked out. 

289. The Committee had then some general discussion with the 
witnesses on the Grow More Food Scheme and thereafter adjourned 
to meet again at 10.00 hours on the 8th November, 1957. 

- - - - - - - -  
*See Appendices XXXVII, XXXVIII. 
**See Appendix LXII. 
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PRESENT 

Shri T. N. Singh-Chairman. 
Members 

2. Shri A. C. Guha 
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General. 
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Ministry of Works, Housing and Supply 
Shri J. G. Kumaramanglam, Deputy Secretary, 

Ministry of Finance 
Shri K. L. Ghei, Financial Adviser. 
Shri K. C. Das, Under Secrethry, Departinent of Economic 

Aflairs. 

MINISTRY OF FOOD AND AGRICULTURE 
(Department of Agriculture) 

Statement of Outstanding Recommendations regarding Pashabhai 
Pate1 Implements Case 

291. Before the Committee took up for consideration the State- 
ment* showing action taken by the Ministry of Food and Agriculture 
on the recommendations of the Public Accounts Committee made in 
their Twelfth Report relating to the pur~hase  of implements from 
Messrs. Pashabhai Patel and Co., the Chairman explained in brief 
the history of the case. 

To a question, the representative of the Ministry replied that the 
defects in these implements were noticed by Government in 1951. 
When asked what was the initial estimate made by the Central 
Tractor Organisation or Government to make these implements 
workable, he replied that the first estimate was made by Mr. Grisper- 
ger who submitted his report in January, 1954. When his attention 
was drawn to para 10 of the Seventh Report of the Estimates Com- 
mittee wherein they had referred to the estimated cost of Rs. 10 lakhs 
for the rehabilitation of these implements. the representative of the 
Ministry stated that he would look into the matter and furnish the 
correct information+* to the Committee. 

When asked whether the Department was aware that Mr. Gris- 
perger, F.A.O. expert, whose services were secured by the Govern- 
ment to rehabilitate the defective implements, had been an employee 
of Messrs. Pashabhai Pate1 and Co., the representative of the Minis- 
t ry  replied that it might have been within Government's knowledge 
although nothing specifically was on record. 

The Committee were of opinion that the settlement with the firm 
on the basis of Rs 3,35,650 as the estimated cost of rehabilitation of 
the implements as reported by a person who had been an employee 
of the manufacturing firm was wrong as it was very much lower than 
the initial departmental estimates. They felt that during 1953 when 
Mr. Gri~perger rehabilitated some implements on an experimental 
basis, the actual cost of rehabilitation should have been known to the 
Department. 
- . - - - - - -. 

* S a  Appendix XXXIX. 
**SM Apptndix XLI. 



The Committee wanted to know what was the advice of the Min- 
istry to the Cabinet regarding the quantum of compensation to be 
accepted. The representative of the Ministry replied that he had 
all the information but could not disclose the same as the Cabinet 
Secretariat had advised him that the contents of the papers submitted 
to the Cabinet and the proceedings leading to a decision of the 
Cabinet were not to be disclosed to the Committee. 

The Chairman pointed out that this argument could not be accept- 
ed as the question was simple and straightforward requiring certain 
information on a specific point. It was not a case of furnishing to the 
Committee papers leading to the Cabinet's decision as presumed by 
the Secretary. In the Chairman's opinion, the reference to the so- 
called Cabinet Secretariat's directive was quite irrelevant in this 
case. A little later the representative of the Ministry stated that it 
was not in connection with this case that the Cabinet Secretariat 
had issued the directive referred to by him and it was in some other 
connection. 

The Chairman was critical of the attitude adopted by the repre- 
sentative of the Ministry and observed that the Committee had 
powers to ask for any information to enable them to arrive at  a 
decision; the Committee's intention was not to call for or look into 
Cabinet papers. He added that it was not proper on the part of the 
Minist.ryls representative to invoke the name of the Cabinet on such 
occasions when the responsibility for a particular decision of the 
Cabinet partly lay on the Ministry itself. 

The Additional Deputy Comptro!ler and Auditor General brought 
to the notice of the Committee a letter dated 6th August 1953 from 
the ex-Chairman of the Central Tractor Organisation to the Director 
of Operation and Administration wherein the latter had expressed 
doubts on the proposal to spend Rs. 10 lakhs on the rehabilitation of 
these implements. He had also warned against accepting Mr. Gris- 
perger's proposal for rehabilitation estimates without fully ascertain- 
ing in field tests, under independent supervision whether the rehabi- 
litated implements would really stand the strain of the type of work 
for which they are likely to be used. 

The representative of the Ministry replied that that letter was not 
traceable in their files. When his attention was drawn by the Addi- 
tional Deputy Comptroller and Auditor General to a letter from the 
Ministry wherein a reference had been made to the above letter, the 
representative stated that he did not deal with this case himself and 
the Joint Secretary who was in charge had taken over only four 
months ago. The Chairman deplored the manner in which the wit- 
nesses came before the Committee for giving evidence without proper 
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preparation. He emphasised the necessity of witnesses coming fully 
prepared as that would facilitate quick disposal of work. 

When asked whether the Ministry informed the Cabinet of the 
above views of the ex-Chairman, Central Tractor Organisation on 
the question of advisability of rehabilitation of implements, the 
representative of the Ministry could not give a satisfactory answer. 
The Committee got an impression that neither the Chairman, Central 
Tractor Organisation nor the Ministry were consulted by the sub- 
Committee of the Cabinet which was appointed to go into the case. 
They also understood that at no stage the Ministry expressed their 
views on the report of Mr. Grisperger. 

The Committee felt that the Ministry should have been vigilant 
when the decisions were being taken as they were aware of their 
implications. It was their duty to inform the Cabinet, Central Trac- 
tor Organisation ex-Chairman's views before submitting the case 
for decision. The Ministry of Finance also should have taken up the 
question that the compensation proposed was very inadequate when 
it was known in 1953 as a result of actual experience of rehabilitat- 
ing the implements that each implement was costing much more for 
rehabilitation than what Mr. Grisperger had estimated. 

When asked whether on receipt of the Cabinet's decision in the 
case, the Ministry thought it worthwhile making a representation to 
the Cabinet for reconsideration of the case, the representative of the 
Ministry replied that no representation was made. 

When asked what the Ministry had done on the Committee's sug- 
gestion for blacklisting the firm, the representative of the Ministry 
stated that all concerned had been asked to take special care in deal- 
ing with this firm. The Committee were not satisfied with this 
action. 

The Committee then took up for consideration the statement* of 
the Ministry showing action taken by them on the recommendations 
of the Public Accounts Committee in their Twelfth Report. 

Item No. 2 of Appendix I I  to the Twelfth Report 
292. From the Statement (Appendix XXXIX), the Committee 

learnt that two of the officers who were mainly concerned had retired 
and another officer had died. Two other officers who were also 
involved in the case had retired and another officer had been dismiss- 
ed for involvement in some d h e r  case. Three of8cers ' had been 
warned for "not doing their duty more vigilantly" and another o5cer 
had migrated to Pakistan. 

The Committee were surprised at the wording of the warning to 
three olficers 'for not doing their duty more vigilantly'. They felt 
that because of the dilatory procedure in taking action against the 

- - - - - - - - .-- - - - -- 
'See A p p d i x  XXXIX. 
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negligent officers and'inability of Government to withhold pension of 
a retired omcer, an  officer on the verge of retirement could neglect 
his duties with impunity. 

In reply to a question, the representative of the Ministry of 
Works, Housing and Supply replied that he vms not aware whether 
the warnings had been recorded in the Character Rolls of the Officers. 

The Committee desired that such warnings should be recorded in 
the Character Rolls of the officers concerned for future reference a t  
the time of the officer's promotionlre-employment. It  will not serve 
any purpose if they are simply filed with the case as it would be diffi- 
cult to trace them. In course of time they are apt to be forgotten. 

In the course of his evidence, the representative of the Works, 
Housing and Supply Ministry made statements which were not in 
accordance with the written notes furnished by that Ministry earlier 
to the Committee. The Chairman took exception to this. 

He observed that it had been the practice so long not to adminis- 
ter any oath to the witnesses and he expected the witnesses to place 
before the Committee the correct picture without hesitation. The 
representative of the Ministry of Works, Housing and Supply 
apologised to the Committee and stated that it was not at all his 
intention to hide anything from the Committee and he would check 
up the facts* again. 

The Committee were pained to find that in spite of their recom- 
mendation for reconsideration of disciplinary action against the offi- 
cials involved in the case, no action had been taken and the officers 
had been absolved of their responsibility. 

The Committee were informed that it was proposed to dispose of 
the implements as scrap and the loss to the Government was expect- 
~ . d  to be of the order of Rs. 38 lakhs. 

The Committee referred to the statement of the Ministry that 
the sale of 76 implements had resulted in a profit of Rs. 11,032 over 
their book value. They observed that such statements were mislead- 
ing as Government had suffered a heavy loss on this transaction. 

293. The Committee had then some general discussion regarding 
the overlapping of jurisdiction of various Ministries in various fields 
which may result in dissipation of money, manpower, etc. 

The Committee adjourned to meet again at  10.00 hours 9 Satur- 
day, the 9th November, 1957. 

'See Appendix XI.. 
462 LS.-9. 
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Ministry of Finance 

Shri K. L. Ghei, Financial Adviser. 
Shri K. C. Das, Under Secretary (Department of Economic 

A flairs) . 

. MINISTRY OF FOOD AND AGRICULTURE 
(Department of Food) 

Audit Report (Civil) 1 9 5 6 P a r t  I 
Para 4-Loss on a Charter-Party due to negotiations based on 

erroneous calculations 
295. In this case, the rate of "carrying" charges ordinarily 

payable to the sellers for storage of the grain beyond the 
stipulated time of shipment was miscalculated as a farthing per bushel 
per day instead of per week. Accordingly, a reduction of 2s. 6d. 
per ton was secured by negotiation with the shippers. Had the cal- 
culations been correctly made they would have indicated that durjng 
the negotiations a reduction of 5s. per ton should have been firmly 
pressed for, especially as the Department had been advised of its 
justification according to the normal shipping practice and the cir- 
cumstances prevailing at the time. The loss on this account was 
estimated at about Rs. 16,000. I 

To a question how such a mistake could not be detected in time, 
the representative of the Ministry replied that there was no dispute 
or doubt about the mistake which the officer concerned had admitted. 
But he stated that he had actually asked the Australian Wheat Com- 
mittee to get the rates reduced by 5 shilling per ton. Neither the 
Shipping Company was prepared to accept any reduction beyond 
2s. 6d. nor the Australian Wheat Committee felt that shipowners 
could be pressed for that. 

The Comptroller and Auditor General explained that the question 
was not so much that of reduction in freight. I t  was really a ques- 
tion whether the Charter-Party should have been retained with a 
negotiated reduction in the rate and if .rs what the quantum of 
reductjon should be. 

The representative of the Ministry stated that the chartering 
was done by the Australian Wheat Committee and technically can- 
cellation could only be done by them. Secondly, the Government 
had a continuing deal with the Australian Wheat Committee for 
importing wheat. The latter thought that ships did get delayed 
for various reasons, and, therefore, charter should not be cancelled 
just for that reason. The officer who was in-charge of this deal 
thought that this advice should not be disregarded. 



The Comptroller and Auditor General then pointed out that the 
notings on the filg did not show that the officer in charge thought it 
wrong to cancel the Charter-Party against the advice of the 
Australian Wheat Committee. On the other hand, it was clear from 
the records that only the financial effect of both the alternatives of 
cancelling the Charter-Party or negotiating for a reduction in the 
freight rate were considered and there occurred a mistake in the 
calculations. Moreover, the reduction of 5 shillings was not a severe 
imposition on the Australian ?heat Committee as another expert 
agency who were consulted by the High Commission considered 
that in the circumstances a reduction of 5 shillings was quite reason- 
able. 

When asked on whom the responsibility for the mistake had 
been fixed and what action had been taken thereon, the represen- 
tative of the Ministry stated that the mistake was initially made 
by the lower officer. But it was not detected by the Commercinl 
Counsellor who ultimately negotiated with the Australian Wheat 
Committee. 

The Comptroller and Auditor General mentioned for the infor- 
mation of the Committee that the Australian Wheat Committee 
waived their claim on the Government for the payment of the c a r q -  
ing charges amounting to about L12,000 which was a very im- 
portant factor in extenuation of the mistake. The Comm;.!tee there- 
upon did not pursue the case. 

Para 5-Loss due t o  faulty agreement 

296. In May, 1954, an Indian Embassy was authorised to pux- 
chase 55,000 tons of sugar from a foreign firm at the ceiling price 
of £ 37/10/- C&F to which the firm had informally agreed to it 
negotiations. Subsequently the firm stipulated that the discharge 
expenses would be to buyer's account. The Embassy agreed to it 
without consulting the Ministry. When the latter got a copy of the 
agreement, they asked the Embassy on 16th July, 1954, to have the 
clause regarding the discharge expenses amended to make it Gayable 
by the sellers in accordance with the Ministry's intention in fiuing 
the ceiling price of 371101- C&F. After negotiations the firm agreed 
to bear expenses amounting to only Rs. 79,000 (approximately) in 
respect of about 22,500 tons which were then awaiting despatch. 
Government had, however, to beak an expenditure of Rs. 89,595 by 
way of discharge expenses on the quantity already shipped. 

The-Committee found it dimcult to believe that after so much 
of experience of imports, the officers in the Commercial Section of 
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the Embassy did not know the full impqrt of the term "C&F". 
The representative of the Ministry stated that the practice in this 
regard was not uniform all over the world. In  certain countries 
stevedoring was paid by the buyer while in others i t  was paid by 
the seller. He, however, admitted that in so fa r  as  they were con- 
cerned 'C&F' was always taken to include stevedoring charges also 
by the seller unless specifically mentioned to the contrary. But the 
officer concerned in this case was either not aware of this practice 
in India or he was influenced by the fact that to have stevedoring 
charges extra on the buyers' account was not opposed to the trade 
practice. I 

The Comptroller and Auditor General pointed out that the cx- 
planation of the witness was hardly convincing in that particular 
case because the suppliers agreed to forego the charges as soon zs 
the Ministry protested against them. Had that not been the normal 
prevailing practice in that country also the seller would not have 
agreed subsequently. 

The representative of the Ministry replied that, according to 
the ofker ,  when he realised the mistake he pressed@the suppliers 
by holding to them the prospects of further contracts and because 
of that they might have agreed to the concession. 

To a question whether the officer was right in agreeing to the 
provision relating to stevedoring charges when Government had 
fixed the ceiling at E 37-10-0 per ton. without reference to the Minis- 
try, the representative of the Ministry replied that the officer 
should have first referred that to the Ministry. That was where 
the mistake started which involved extra payment. 

The Committee thought that in tbis case if the officer concerned 
was not fully aware of the intention of Government and the term 
'C&F', he should have consulted Government. 

To another question whether the  officer concerned had been 
warned for the mistake, the representative of the Ministry replied 
in the negative. i 

The Committee observed that the officer who agreed to the 
additional provision in the contract which involved extra payment 
without first consulting the Ministry, to put it very mildy, was 
negligent in his duties. They thought that it was not a bona jide 
mistake, but a question of failure on the part of the officer con- 
cerned to carry out specific instructions. The Committee desired 
that the displeasure of the Government should be communicated to 
the officers concerned. 
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Para 6-loss on sales without proper contract 

297. In this case the letter of acceptance of the tender of a firm 
for the purchase of surplus and unserviceable gunnies, etc. was 
signed by a junior officer and was not expressed in the name of the 
President as required under the Constitution. No formal contract 
was executed. Subsequently, the firm repudiated the terms of the 
accepted tender and stqpped lifting the stores. These had to be 
disposed of at lower prices, resulting in a loss of Rs. 17,307. . On 
legal advice the contractor was refunded his security deposit plus an 
additional sum of Rs. 250. 

The Chairman observed that the officers should have known as 
to who was the proper authority to sign contract on behalf of Gov- 
ernment and in whose name the contract should be drawn up as 
required under the Constitution. He thought there was a list of 
authorities competent to enter into contracts but doubted whether 
the list had been seen by the officers who signed contracts on behalf 
of the Government. Even the reports of Public kcoun.ts Com- 
mittee were not read and no proper action was taken on their re- 
commendations. He,was not worried about the small losses which 
could not be got back. But the Ministries must benefit by the ex- 
perience of such losses. ( 

The representative of the Ministry agreed that a high level of 
efficiency should be maintained; but in Administration with 
thousands of people, they came across mistakes often. He added 
that where the mistakes were serious and disclosed mala jdes, stern 
measures were taken. In cases of bona j d e  mistakes, only attention 
of all concerned was drawn to them for future guidance. 

The Chairman observed that Government did not always take a 
serious view where hecessary. If the plea that the existence of a 
large number of officers made for inefficiency was accepted, then 
every big army would become inefficient. While actually, it was , the biggest army that was the most efficient today. 

Pam 7-Grants-in-aid to a private body 

298. An All India Women's Organisation was sanctioned grants of 
Rs. 70,000, in 1950-51 and of Rs. 3,90,300 during the succeeding three 
years. Out of the latter amount the Central Committee gave 
advances amounting to Rs. 2,74,528 to its various branches. A 
private registered Arm of Chartered Accountants, who audited the 
accounts of the Central Committee and of its branches, reported 
various irregularities in the accounts of the . latter. They were 
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unable to certify whether the whole amount of Rs. 2,74,528 was validly 
spent for purposes for which it was intended. While noting with 
regret this deficiency, Government issued orders in  October, 1955 
for the acceptance of certificate of d i sbkemen t  from the office 
bearers of the Council and the branches concerned in lieu of missing 
vouchers and payees' receipts. This was done on the assurance of 
the Executive Committee of the Organisation that i n  all cases the 
amounts were spent by the branches on the objects for- which the 
granted were sanctioned and also that most of the branches had been 
closed and in many cases their office bearers could not be located. 
Even the actual certificates were not available to audit. 

The Committee wanted an account of what the Government had 
done in the matter. The representative of the Ministry stated that 
the audit of the accounts of this organisation for the year 1955-56 
was also conducted by the same firm and they certified all the 
accounts as correct except two amounts on which certain details 
were wanting. For the year 1956-57 only an ad hoc grant was 
given and the recurring grant had been stopped. 

The Committee recalled the irregularit& noticed in the 
accounts of this Organisation in 1952. Out of a grant-in-aid of 
Rs. 70,000 in 1950-51, a sum of Rs. 11,611/8;3 remained unspent 
within the year and was refunded by short drawal of the subsequeqt 
year's grant. There was no account for Rs. 58,388 and the Ministry 
certified that the amount was spent on the objects for which the 
grant was sanctioned. It was, however, noticed in the local audit 
that out of this sum, lump sum payments totalling Rs. 50,200 hzd 
been made to the several branches and agencies which did not 
maintain or render any accounts in proper form. It  was, therefore, 
not possible for audit to work out the actual amount of expenditure 
incurred to satisfy itself that the unspent balance had been correctly 
refunded by the Organisation to Government. 

The Committee observed that in these circumstances, it was diffi- 
cult to accept any certificate of the Ministry. They were surprised 
to see that such things were allowed to continue. They were rather 
unhappy to learn that the Ministry had suggested the furnishing of 
certificatks 05 payment. They felt that whenever grants-in-aid were 
made, the Ministry must be cautious in seeing that these were utilis- 
ed on the objects for which they were intended. They wanted to 
know the arrangements the Ministry made for checking the accounts 
of such institutions to which grants-in-aid were given. 

The representative of the Ministry replied that there was no 
other organisation to which they were giving grants. 



The Comptroller and Auditor General drew attention of the 
Committee to the following observation of the Ministry while 
addressing the Organisation:- 

"The second instalrnent of the grant for 1955-56 will be pay- 
able only after the Council submits to Government a 
deaf certificate from their auditors in respect of the 
amount of expenditure during 195455". 

The Committee were pained to learn that despite the above 
warning to this Organisation, the Ministry took a lenient view and 
continued grants for three years without getting the requisite audit 
certificates. They were of opinion that when Commercial Auditors 
refused to give a certificate, it must reveal a very serious state of 
&airs. 

The Committee wondered why the Government did not think of 
an administrative check on accounts of such bodies which were 
given grants-in-aid. .At the suggestion of the Comptroller and 
Auditor General the Committee agreed to examine at a subsequent 
meeting, the Ministry of Finance on the possibility of such an 
administrative check by Government to ensure .proper utilisation 
of grants-in-aid. I 

I 

OUTSTANDING RECOMMENDATIONS 
Para 7O-Sixteenth Report-Payment of penal rent 

299. The Committee observed that Ministry's note on this re- 
commendation had not so far  been received. The representative of 
the Ministry assured the Committee that the requisite note would be 
fqmished to them within two months and he regretted very much 
the delay that had taken place. This period has also elapsed and 
the note is still awaited. 

Para 7 ~ ~ w e n t i - t h i r d  Report-Purchase of Rice 
300. When questioned in regard to the recommendation of the 

Committee in para. 78 of their 23rd Report that an enquiry should 
be made into the case with a view to fixing indwidual responsibili!~ 
for the loss of about Rs. 2.67 lakhs to Government, the representative 
of the Ministry explained that he had got the explanations of all 
the officers concerned and had examined them. The matter would 
now be placed before the Government. 

In reply to a question the Secretary of the Ministry stated that 
he himself was enquiring into the matter. To another question he 
replied that he would submit a note within two months to the 
Committee indicating therein the action taken by the Ministry 
pursuant to recommendations of the Public Accounts Committee 
regarding thircase. The Committee thereupon decided to defer 



further consideration of this case till the receipt of note* from the 
Ministry. Though two months have since elapsed, the note is still 
awaited. I. 

301. After some discussions with the representatives of t!! 
Ministry on points of general interest relating to the purchase of 
food-grains from abroad, which might have financial objections later 
on, the Committee adjourned stne ale. 
- -- - - -  - -- - 

'See A ~ c n d x x  XLII. 
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General. 

Shri S. Venkataramanan. Accountant General, Central 
Revenues. I 

Shri P. N. Bhandari. Director of Commercial Attdtt. 
Shri R. N. Chatterjee, Chief Audit Oficer, Food, Rehabilita- 
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Stlri L. J. Johnson, Joint Secretary and Chief Settlement 

Commissioner (Ministry of Rehabilitation). 
Shri V. N. Rajan, Director General, Supplies and Disposak. 
Shri J. M. Rijhwani, Chief Engineer, C.P.W.D. 
Shri C. A. Subrahmaniyam, Chief Controller of Printing and 

Stationery. I 

Ministry of Finance 

Shri N. N. Wanchoo, I.C.S., Financial Adviser. 

303. Before proceeding with the examination of the accounts re- 
lating to the Ministry of Works, Housing and Supply, the Chairman 
impressed upon the representative of the Ministry the need for 
prompt submission of notes and information desired by the Com- 
mittee. He also emphasised that all notes!memoranda should, be- 
fore their submission to the Public Accounts Committee, be invariab- 
ly shown to audit as required under standing orders on the point. 

Audit Report (Civil), 1956Part  I 

304. The Committee then took up for consideration paragraphs 11 
to 14 of the Audit Report (Civil) i956, Part I. 

MINISTRY OF WORKS, HOUSING AND SUPPLY 

Para 11-Departmental execution of work 
305. Repairs to certain buildings, estimated at Rs. 58,150, actually 

cost Rs. 80,334, although a portion of the work let out to a contractor 
was executed at .  less than the proportionate estimated cost (of 
Rs. 21.000). The overall expenditure exceeded the estimates by 
Rs. 22,184 after absorbing the saving in the contractor's portion of 
the work. Work done by departmental labour was stated to be not 
susceptible of measurements and the accounts of materials charged to 
the work were also not made available. As no explanation for the 
excess was forthcoming, it was brought to the notice of the Chief 
Engineer in September, 1953, who stated in January, 1955 that it 
would be scsutinised by the competent authority before passing it and 
that disciplinary action would be initiated where necessary. Final 
action was still (September, 1956) awaited. 

At the outset, the Chairman remarked that the case disclosed a 
certain disquieting position in regard to the maintenance of initial 
accounts in P.W.D. inasmuch as the work carried out departmentally 
was stated to be not susceptible of measurement and that the 
accounts of materials were not made available even after four years . 
of audit. ' I 
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The representatwe of the Ministry explained that the quantity 

account of materials was maintained in the sub-divisions and that 
was probably the reason for its delayed submission to audit. The 
concerned Executive Engineer and others were reported to have 
been warned for delaying the submission of the account. As re- 
gards the excess over estimates, he stated. that the expenditure in- 
curred was cansidered as unavoidable and that the completion re- 
port was passed by the competent authority and also accepted by 
the Accountant General, Central Revenues in  November, 1956. As 
such, there was no ground for taking disciplinary action against 
the officer. 

The Committee were unable to accept the explanation. In their 
opinion, the scrutiny which had been made was not complete and 
needed further examination. The completion report, it was learnt, 
was not also complete in several respects and called for further 
enquiry. The representative of the Ministry promised to look into 
the case and to submit a report stating inter-alia the details of ex- 
cess amounting to Rs. 22,184 and explaining why the actual ex- 
penditure went up. I 

To a question regarding the basis for framing estimates for main- 
tenance work it was stated by the Ministry that provision was made 
at 24 per cent. of the capital cost of the constructions and that in 
the year under report, the excesses were due to certain unexpected 
items of work. It was pointed out by the Committee that in the 
years 1951-52 and 1953-54 also the expenditure was more than this 
percentage and thus the argument that there were unexpected items 
of work in the year under examination was not tenable. Either the 
basis of provision was out-moded or extraordinary and unexpected 
items were a regular feature every year. The Comernittee urged thst 
the estimates should be realistic and should not be based on the 
time-honoured 24 per cent. They must bear relation to the trend 
of expenditure in recent years. The representative of the Ministry 
agreed that the estimates should be more realistic and that he wou!d 
issue necessary instructions to the P.W.D. authorities. 

Para 12-Outstanding dues 

306. An expenditure of Rs. 1,63 lakhs was incurred by Govern- 
ment upto March, 1955, on provision of municipal services in the 
newly-developed colonies for Government servants, and displaced 
persons in Delhi area. According to the decision of 1938, such 
expenditure was recoverable from the New Delhi Municipa!ikr. 
The dues in the present case, however, covered not only New 
Delhi Municipality but also others which have come into existence 
because of the expansion of the Delhi area. The question was whe- 
ther the capital expenditure on provision of municipal services in 
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this case should be recovered from all the Municipal Committees con- 
cerned and if so, the allocation thereof. The matter was stated to 
.be under consideration pf Government since February, 1954, and a 
final decision was still awaited (January, 1957). 

The Committee were surprised as to why the dues were not re- 
covered from the Municipalities in accordance with the general de- 
cision of 1938. The representative of the Ministry of Works, Hous- 
ing and Supply stated that the plots in those colonies which were 
being sold to displaced persons included already an element on t h b  
account in the sale price and it would not, therefore, be proper to 
recover the amobnt from the Municipalities also. The Committee 
were not convinced by the arguments and considered the stand taken 
by the Ministries was not relevant to the issue. It was, after all, a 
question of transfer of certain remunerative assets to the Munici- 
palities for which the latter should pay. The, fact that any particular 
building would fetch a higher price (or even lower) because of 
certain circumstances was no valid ground for deviating from the 
decision of 1938. They desired to have a re-examination of the case 
by the Ministry and called for information on the following points:- 

(a) Proforma Accounts regarding number and value of houses 
constructed for displaced persons, number of houses 
occupied by them in these colonies, compensation pav- 
able to these persons, value of houses given to these 
people, amount realised, amount that remains to be 
realised and the compensation due to each of them from 
the "Rehabilitation Pool". 

(b) The above information to be furnished separately in res- 
pect of each colony. 

They decided to examine the position on receipt of the note from 
the Ministry. 

Para 13-Faulty placement of contract for printing and binding of 
forms 

307. This is a case where a godown of a contractor, in which paper 
and binding materials issued to him by the Government for their 
work were stored, was destroyed by fire, resulting in a loss of 
Rs, 4,35,644. As against this, the Government held the contractor's 
cash security of Rs. 5,767 only (inclusive of earnest money). 
Irregularities such as issue of materials without regard to security 
deposits, non-assignment of insurance policy, use of inferior stuff, 
placement of contract without considering the contractor's ability 
to execute it and huge deficits in .stock were noticed in this case. 
Besides, Government materials of the value of over Rs. 50 lakhs 
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mostly pertaining to old orders were outstanding on 31st July, 1953 
against some other contractor. This figure was stated to have gone 
down to Rs. 12'38,429 on 30th June, 1956. 

The representatives of the Ministry were examined by the Com- 
mittee on various issues arising out of this case and there was no 
difference of opinion about the fact that the contract entered with 
the firm was faulty and that the contract was placed without con- 
sidering whether the Arm had necessary equipment and facilities at 
its disposal. To a question whether the initial insurance coverage 
of&. 1,50,000 was considered sufficient in view of the running nature 
of the contract, it was admitted by the Ministry's representative that 
the insurance coverage was not enough and that the insurance policy 
was not even assigned to Government. In fact, the draft agreement 
form which was given by the Solicitor to the Government in 
Calcutta had not been properly scrutinised. 

The examination of the representatives of the Ministry revealed 
that adequate check was not exercised on the supply of materials 
and execution of orders. The firm was getting direct supplies f!-om 
the mills and it came to possess very large stocks as it did not 
execute the jobs within the stipulated time. 

As regards the disciplinary action against the various officials 
responsible for the loss, the representative of the Ministry promised 
to send a complete statement regarding action taken indicating there- 
in the remedial measures taken for future. 

It  was also alleged that the firm used country-made poor quality 
paper although the contract was for superior quality paper and ~ o t  
payment at full rates. The Committee expressed surprise how 
this could not have been detected at the time of taking delivery nf 
forms. In their opinion, there had been gross negligence on the 
part of the officers in charge. The Ministry's representative stated 
that two Assistant Controllers had been censured for their failure 
to check the quality of paper and for having passed the bill without 
scrutiny. I 

Para 14-Payment of compensation for a building 

308. A building, which was requisitioned in Bombay by Govern- 
ment in 1943, was vacated and derequisitioned with effect from 1st 
July, 1950 and the Collector's order dated the 29th June, 1950 was 
duly served on the land-lady. She, however, refused to take posses- 
sion of the building unless the Government's representative deput- 
ed to make it over, signed a document produced by her to the effect 
that the possession was being accepted by her without prejudice to 
her rights, remedies and claims against Government for possession 
and damages. This document was not signed by the OfRcer; but as 



a precautionary measure, she was notified that possession of the 
building was deemed to be under the charge of the owner and Gov- 
ernment would not be liable to pay rent from 1st July, 1950. 

Notwithstanding the notice, the land-lady went on asserting that 
the possession of the building was not restored to her. The GOV- 
ernment were advised by their Solicitors in April, 1952 that as a 
formal notice of release from requisition had not been +sued or 
published in the Government Gazette, their legal position was not 
strong. It was brought to notice by Audit that within seven days 
after the Solicitor gave this opinion on the case, he revised it on 
23rd April, 1952 after examining further papers and advised that 
the derequisition order had been properly served; but he added that 
the land-lady was entitled to insist that the building should be re- 
stored to its original condition before she would take possession of 
it. This latter aspect was then referred to the Low Ministry, who 
advised on 8th May, 1952 that the landlady was not entitled to 
insist on the property being restored to its original condition before 
assuming possession. Despite this advice in 1952, a sum of Rs. 32,OCIC 
was paid to the land-lady during November, 1953. 

, Explaining the reasons for this lump sum payment, the Secretary, 
Ministry of Works, Housing and Supply stated that the land-lady 
claimed a compensation of Rs. 80,000 and as the legal position was 
not quite in favour of Government (as advised by the Law Ministry), 
the case was settled amicably by payment of the lump sum of 
Rs. 32,000. The Committee were not quite convinced of the justi- 
fication of the payment. They were informed that the value of the 
restoration charges was estimated by the P.W.D. at about Rs. 13,500 
and therefore the terminal compensation should not have exceeded 
that amount. The Government were put to a loss of about Rs. 18,590 
as a result of conflicting legal opinions given. 

The entire discussion on this para. resolved round the question 
of conflicting legal opinions between the Government Solicitor in 
Bombay and the Law Ministry. In the opinion of the Committee 
the case had been handled in a perfunctory way. The delay in the 
process of obtaining legal opinion was also, in their view, a matter 
of concern. The Committee would urge upon the Government to 
devise remedial measures to avoid such situations in future. 

309. The Committee then adjourned till 10.30 A.M. on Saturday, 
the 4th January, 1958. 
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Shri V. NI Rajan, Director General, Supply and Disposals. 
Shri J. M. Rijhwani, Chief Engineer, C.P.W.D. 

Shri C. A. Subrahmanyam, Chief Controller of Printing and 
Stationery. 

MINISTRY OF WORKS, HOUSING AND SUPPLY 

311. The Committee resumed consideration of the Audit Report 
(Civil) 1956-Part I relating to the Ministry of Works, Housing and 
'Supply. 

Para 15-Fraudulent drawal of material from Government Stores 

312. Pipes of the value of Rs. 28,469 were drawn from Government 
Stores on faked indents in October, 1952. The matter was reported 
t o  the Police for investigation, but the persons responsible could not 
be traced. Though, instructions tightening up the procedure for 
verification of indents and issue of materials were issued in January, 
1953, another forged indent was detected on 30th April 1954. A re- 
examination of the indents received during 19th'December 1953 to 
30th April 1954 disclosed issue of cement worth Rs. 26,875 during this 
period against 24 forged indents. Departmental action had been 
taken against the officials involved. Three officials were being tried 
in the criminal court. 

The representative of the Ministry stated that the three officials, 
who were being tried in the criminal court, were acquitted; but 
Departmental. action had been taken against them. For future, the 
Ministry have issued necessary instructions to avoid the possibility 
of recurrence of such cases. The Committee observed that often 
mere issue of instructions was not sufficient. Whenever any case of 
fraud came to the notice of the Government, prompt, speedy and 
deterrent action was very necessary which would tend to minimise 
such frauds. The Committee also desired that the administrative 
Ministries should consider this aspect of the matter and evolve a 
procedure by which the possibility of such frauds could be minimised. 

The Committee also desired to know the present position in 
tegard to the verification of stock issued during 1st October, 1952 to 
18th December, 1953. The representative of the Ministry stated that 
verification of stock except for Rs. 26,000 had been completed and 
no  shortages were found. 

I t  was brought to the notice of the Committee that while action 
was taken against the Assistant Engineer concerned, he had attained 
the age of superannuation and he was given extension so that he 
02 LS.-lb. 



might be charge-sheeted. The Committee to& objection to this pro- 
cedure as it resulted in giving an indirect benefit to the person con- 
cerned. The representative of the Ministry admitted that in such. 
cases, inquiry should be expedited and should nat exceed a definite 
period, say two months or so. 

To a question whether there had been any further cases of fraud 
in the subsequent years and to what extent did the disciplinary 
action taken in the past serve as deterrent or proved effective, the 
Ministry could not give any reply and promised to furnish the infor-. 
mation*. 

Para 16-Unsatisfactory state of Accounts 
313. The Estate Office did not maintain their records in the pres- 

cribed form since the inception of the revised procedure of assess-. 
ment and recovery of rent in 1951. No comparison between the, 
Register of Buildings and the rent accounts was effected to ensure ' 

that rent was being correctly assessed and realised in respect of all 
the buildings under its control. The ledger accounts of tenants were 
also not closed and balanced. 

The Committee recalled that in the Audit Report (Civil) 1952 and 
in their Fifteenth Report, such failures on the part of Estate Office 
were pointed out and stated that in spite of all these the position con- 
tinued to be unsatisfactory. The Committee desired to know why 
prompt action was not taken on the observations of Audit and the 
recommendation of the Committee. The representative of the Min- 
istry stated that they had approached the Ministry of Finance for  
the sanction of additional st&. The special re-organisation unit . with a Joint Secretary of the Finance Ministry scrutinised the 
accounts procedure of the Estate Office and made some suggestiom 
which were stated to be under the consideration of the Ministry. 

The Committee had stated in their 15th Report that the arrears 
of rent due from displaced persons might be deducted from the 
compensation due to them but the Ministry of Rehabilitation did no$ 
agree to the suggestion. The representative of the Ministry explain- 
ed .that besides the legal aspect, there were practical difficulties in 
tracing the persons concerned. B e  further stated that Audit had 
made a suggestion in respect of these recoveries and the Ministry 
were having consultations with the Ministry of Rehabilitation om 
the subject. He, however, stated that the situation regarding reco- 
veries of arrears of rent was showing improvement and the'arrearcl 
were on the decline. 
w- -------- # 

*The note (&pcndir U U I I )  bas n i c e  been rc:eivcd but codd nef be c o n a c r d  t,p 
thc Cosnmittce. 



Para 17-Misappropriation by an auctioneer 
I '  

314. A firm was appointed as Government auctioneer for the 
various C.P.W. Divisions at  a station in ~ecember,'1952 on depositing 
a sum of Rs. 2,000 by way of security but no formal agreement was 
executed. The firm collected large amounts of auction money which 
it was to credit to Government before the auctioned goods 
could be released. In several cases, however, the Divisional Autho- 
rities released the goods in anticipation of final credit o f  such amounts 
to Government. In July 1953, it came to notice that a cheque issued 
by the firm in payment to Government of the value of sales had been 
dishonoured by the bank. It  transpired that two other cheques had 
also been dishonoured earlier. Investigation at this stage revealed 
that the firm had not passed on to Government the amounts collect- 
ed by it from sales in the various Divisions to the extent of Rs. 34,031 
and that its financial position was not sound. 

The representative of the Ministry explained that they were 
taking action against the officers responsible. This procedure has 
also been followed by the Director General, Supply and Disposals. 
The Committee remarked that action by the Ministry was being 
taken rather late. They emphasised that in all cases of frauds and 
misappropriations, immediate action should be taken by Government 
against the persons responsible. 

Para l&Overpayment of rent 

315. A Central Government Directorate in Calcutta rented a 
private building for office accommodation at Rs. 2,670 per mensem 
with effect from 1st February, 1948. The rent was raised to Rs. 3,738 
per mensem with effect from 1st December, 1948 on the basis of 40 per 
cent. increase allowed under the West Bengal Rent Control Act, 1948. 
The subsequent Act of 1950 entitled the tenant to have the rent 
refixed at the original amount of Rs. 2,670 per mensem from 1st April, 
1950 to 31st January, 1951 and at Rs. 3,071 per mensem from 1st Feb- 
ruary, 1951 after allowing for an increase of 15 per cent. The refka- 
tion could be claimed with retrospective effect upto six months a t  
any time from the date of filing an application to the Rent Controller. 
The Directorate did not take up the question of revision of rent 
within six months of the promulgation of the Act and, could not, 
therefore, get the full benefit of the reduction admissible under the 
Aot of 1950. The application was filed only on 31st January, 1953 
and the rent was revised to Rs. 3,071 per mensem with effect from 
1st August, 1952. The delay resulted in an overpayment of rent of 
Rs. 22,698 approximately to the landlord. 



The representative of the Ministry explained that the real cause 
of this irregularity was a certain amount of diffusion of responsibi- 
lity. However, in, his. opinion, the Assistant Director of Administra- 
tion was primarily responsible for the irregularity but that officer 
had already retired in 1954. Action was, however, taken against the 
then Estate Officer and another officer who were also to blame partly. 
The procedure has since been changed making the Estate Officer 
directly responsible for all questions of payment of rent and rebates 
on rent, etc. 

In reply to a question, the representative of the Ministry admitted 
that the Director of Inspection of D.G. S. & D. office was in possession 
of facts in January, 1953, but the actual irregularity came to the 
notice of higher officers only in March, 1955. The Officer who was 
responsible for the loss in this case, handled the case himself and 
delayed the matter till his time for retirement came. The Com- 
mirttee desired that as soon as irregularities of such nature came to 
the notice of the Government through Audit objections, they should 
be communicated to higher officers and action on such cases should 
be accorded top priority and watched carefully. 

Para 19-Extra Expenditure in the purchase of steel 
316. A C.P.W.D. Stores Division purchased in 1953-54 1,676 tons 

of steel from registered stock-holders instead of procuring them from 
the producers through the Iron and Steel Controller. The rates of the 
stock-holders being higher than those of the produceAa by Rs. 30 to 
Rs. 35 per ton. Government had to incur an extra expenditure of 
Rs. 57,949 on the deal. 

The representative of the Ministry stated that there was difficulty 
in obtaining the stock through the Controller. However they admit- 
ted that there was a procedural irregularity as the Executive Engi- 
neer concerned had no authority to make purchases direct from the 
stock-holder without the approval of the higher authorities. The 
officer concerned had been warned for the lapse on his part. 

Para 20-Loss on a contract 
% 

317. In December, 1953, a contract was placed on an unregistered 
firm for the supply of imported art paper. The firm having failed 
to deliver the stores of the required specifications the contract was 
cancelled in May, 1954 at the firm's risk and expense. The repurchase 
in July, 1954 resulted in an extra expenditure of Rs. 13,946 which 
was claimed from the defaulting firm in November, 1954. In Decern- 
ber, 1954, the firm reported the dissolution of their partnership. The 
matter was not pursued till October, 1955 when a demand notice was 
issued which remained undelivered. In April, 1956, the Ministry 
of Law suggested that notices should be issued to all the partners 
who were jointly and severally responsible for the contractual dues. 



The whereabouts of the partners of the firm could not, however, be 
located. A cheque of Rs. 5,170 tendered by the firm on account of 
security deposit was not honoured by their bankers for want of funds. 
A sum of Rs. 1,909 due to the firm against other contracts had, how- 
ever, been withheld. 

The representative of the Ministry stated that although the firm 
was unregistered, it had successfully completed contract in the past. 
As this firm had offered the lowest tender in this case and were in 
possession of stock of imported paper, they were awarded this con- 
tract. He, however, admitted that sufficient care was not taken in 
taking the security deposit as the same should not have been acc-j$ed 
in the form of a cheque. It was obvious that sufficient care was not 
taken by the Ministry right from the very beginning in this case. 
The Committee desired to have a no+ from #he Ministry on the 
remedial measures taken against losses of the type mentioned in this 
para together with a statement showing disciplinary action in this 
case against the persons at fault. 

In reply 'to a question, it was stated by the representative of the 
Ministry that the Assistant who was found to be responsible was 
given a warning and that he had since gone on foreign service to 
Rourkela. The Committee desired to know whether in terms of 
their recommendation contained in para. 54 of their 23rd Report the 
facts of the case were intimated to the present employer under whom 
the Assistant was working. The Ministry promised to furnish a note 
on the subject. 

Para 21-Loss due to wrong a&vice given to a firm 

318. The Ministry appointed a certain firm as their agents for the 
disposal of aircraft and spare parts taken over by them after the 
conclusion of World War 11. The firlil were registered as dealers 
under the Sales Tax Act of a State Government on 19th November, 
1946. When the State Government demanded the returns under the 
Act, the firm requested the Ministry's intervention for an extension 
of the time limit for submission of returns. The matter was referred 
to the Ministry of Law who advised that the Government should 
refuse to pay the sales tax but made no mention about the non- 
submission of returns. Nevertheless, the Ministry advised the firm 
on 21st June, 1948 that until the question of the liability of the Union 
Government to pay sales tax was decided, the State Government 
had no ground to demand the submission of the returns. As the 
returns were not furnished by the firm despite repeated demands 
from the State authorities, the latter made an ex-parte assessment 
for Rs. 6,37,910 and the firm had to pay it. Out of this, Rs. 2,40,978 
represented the actual amount of the Sales Tax on the sales effected 
during the period from 19th November, 1946 to 31st March, 1947 and 
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the balance of Rs. 3,96,932 being apparently a penalty for the non- 
submission of returns. was re-imbursed to the firm by the Ministry 
in September, 1955. 

The representative of the Ministry explained that the advice given 
by the Law Ministry was that the tax was not leviable and the firm 
should refuse to pay the tax. The Under Secretary in the Ministry 
who dealt with the case recorded that until the case regarding pay- 
ment of tax was decided, the State Government had no tangible 
grounds to press the firm for submission of returns. He, however, 
admitted that while communicating legal advice it was safer for the 
officers to quote the Law Ministry's advice instead of trying to inter- 
pret it in one's own language. He admitted that the official did not 
visualise the consequences., The officer retired on 19th May, 1954. 

319. The Committee adjourned to meet again at 10.00 hours on 
6th January, 1958. 



PROCEEDINGS OF THE TWENTY-EIGHTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON MONDAY, THE 

6TH JANUARY, 1958 

320. The Committee sat from 10.30 hours to 13.30 hours. 

Shri T. N. Singh-Chairman. 

'2. Shri N. C. Laskar 
.3. Shri N. G. Ranga 
.4. Shri A. C. Guha , 

5. Shri N. R. M. Swamy 
'6. Shri Upendranath Barman 
'7. Shri J. M. Mohamed Imam 
8. Shri H. C. Dasappa 
9, Shrimati Tarkeshwari Sinha 

10. Shri Prabhat Kar 
11. Shri Jaipal Singh 
12. Shri N. Siva Raj 
13. Shri P. T. Leuva 
14. Shri Shyam Dhar Misra 
15. Shri Jaswant SingH 

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

Shl-i P .  C .  Padhi, Additional Deputy Comptroller altd Auditor 
General. 

Shri S. Venkataramanan, Accountant General, Central 
Reventies. 

Shr i  V. Subramanian, Deputy Secretary. 

Present during the examination of  the Ministry of Works,  Housing 
and Supply 

Shri K. S. Krishnaswamy, Joint Secretary. 
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Shri V. N. Rajan, Director General of Supplies and! 
Disposals. 

Shri J. M. Rijhwani, Chief Engineer, C.P.W.D. 
Shri C. A. Subrahrnanyam, Chief Controller of Printing and. 

Statibnery. 
Present during the examination of the Ministry of Law. 

Shri K. V. K. Sundaram, Secretary. . 
321. The Committee took up further consideration of the Audit 

Report (Civil) 1956 Part I relating to the Ministry of Works, Housing 
and Supply. 

Para 22-Irregularities in Stores Transactions. 
(i) Excessive Purchase of Stores. 

322. The above para relates to excessive purchase of stores by the 
Stationery Office, which resulted in the value of the closing stock 
exceeding the permissible limit by Rs. 19,34,733 on the 31st March, 
1954. It came to notice that the stock in hand on that date represent- 
ed, on an average, eight to twelve months' actual issues in the previ- 
ous year even though under the rules, the closing stock should not 
have exceeded the 2, 3 or 6 months' normal supply according to the 
nature of articles, the term "normal supply" being inteqreted as 
issues from stock only. The Government, however, decided that as a 
matter of administrative convenience 'normal supply' should include. 
direct supply also and that on that basis, the exsess was very small. 

The representative of the Ministry explained that the idea of 
having the stock in reserve was to be able to meet the demands of 
the indenting departments in the event of failure of direct supply 
from contractors, producers. etc. The demand of the indentors was 
met in two ways: (i) from the stock brought into the stores from the 
producers, and (ii) from producers direct where demand was in bulk. 
In the latter case, intermediate handling of stores would be avoided. 
He further stated that the function of the reserve stock was to cover. 
any possible failure a t  producers' end, the stock had to be calculated on 
the total demand irrespective of the means by which it was supplied; 
and this consideration weighed in taking the view that normal supply 
should include direct supply also 

The Committee remarked that the Ministry's view would enun- 
ciate a new principle, which, if accepted, would have to be applied 
to all stores and to all other Ministries too. In their opinion, while 
requirement of stores should be assessed as closely as possible and 
the limits of stock adjusted accordingly, it would not be correct a 
correlate the stork limits with the varying situation in direct rupply. 
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The Comptroller and Auditor General of India stated that when 

once the Ministry knew the total demand and a rate contract was 
entered into, stocks should not be held except in emergent cases. 
He added that it would be better to have the views of the Finance 
representative as it was not merely a question of locking up  of 
capital but also deterioration of stock, stocking charges, etc. 

I The representative of the Finance Ministry felt that the amount 
of stocks held against direct supplies should be very limited, as  by 
the very nature of things, such stocks were of an emergency nature. 
In fact, he added, the question was under examination to find out 
whether, even if stocks were held in reserve against failure of direct 
supply, the quantity of stores held in those cases might be for con- 
sumption for only a shorter period than the period for which stocks 
were held against direct supplies to the Stationery Department. 

The Committee urged that there should be a co-ordinated and 
uniform policy in regard to holding of stock and that a suitable for- 
mula should be evolved after studglng the conditions of demand and 
supply, period of deliveries, etc. They desired the Ministry of Fin- 
ance to examine the position from an overall point of view. The 
representative of the Finance Ministry agreed to submit a detailed 
note on the point indicating the scope of improving the methods of 
indenting for stores, their issues and accounting of receipts and 
issues of stores. 

(ii) Purchase of Teleprinter Paper. 

323. 7,922 rolls of teleprinter paper worth Rs. 94,074 were disposed 
of by public auction, as the paper proved to be brittle and unfit for 
use. The Government were aware that the condition of the paper 
was not satisfactory even at the time of purchase from Disposals 
Department. The actual conversion of the rolls into note-sheets, 
etc., took a long time and tHe paper cut out from the rolls did not 
prove useful as anticipated. . 

The Committee remarked that in this transaction, there was un- 
necessary effort resulting in loss of money and labour. When the 
paper was too old for any use, it should not have been purchased a t  
all. 

The representative of the Ministry explained that the paper was 
taken over by the Stationery Department in the expectation that it 
could be made use of. When it was found that no use could'be made 
of it, the paper had to be sent back to the Disposals Department to 
auction it off. The auction could fetch about Rs. 70,000. 

The Comptroller and Auditor General of India remarked that 
such paper should not have been taken at all. He also commented: 
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-on the delay in auctioning the same, which, had it been done earlier, 
might have fetched more money than Rs. 70,000. The Committee 
observed that with a little more care, such a loss could have been 
avoided. 

(iii) S h t a g e  in Stock. 

324. The stock verification of the Stationery Office and the 
Forms Press as on the 31st March, 1954 disclosed that 
deficits in certain kinds of stores were not covered by corresponding 
excesses elsewhere. The net deficits in such cases amounted to 
Rs. 15,976 in one office and Rs. 51,042 in the other. 

Some stores, which were in existence during the previous physi- 
cal verification, were found short or missing in the present check 
although there were no issues of these items during the intervening 
period. The loss on this account amounted to Rs. 6,208 in one office 
and Rs. 6,000 in the other. 

The Chairman commented generally on the defect in the system 
of issues from stock, resulting in shortage and desired a better system 
to be evolved than the one obtaining at present. He emphasised that 
in the absence of a good system of accounting of stock, it would be 
difficult to keep track of things and leakages in stock would continue. 

The representative of the Ministry stated that the question of 
accounting, issue of vouchers etc., in regard to stores transactions 
was under consideration. 

Appropriation Accounts (Civil), 1953-54 and 1954-55. 
325. The Committee then took up the Appropriation Accounts 

relating to the Ministry of Works, Housing and Supply for considera- 
tion. Certain large savings in Grants Nos. 103, 139, 140 (1953-54), 
103, 138, 139 and 140 (195455) and surrenders in some cases were 
pointed out which were indicative of over-budgeting and making 
the budget more realistic. 

OUTSTANDING RECOMMENDATIONS 
Para. 115-117 of the Twenty-third Report-Extra expenditure on US. 

Stores--Con/licting Legal opinion. 
326. h p a r a ~ a p h s  115 to 117 of the Twenty-third Report of the 

Public Accounts Committee the Committee had been very critical 
about the delay on the part of the Works, Housing and Supply Minis- 
try in instituting arbitration proceedings against the firm. In doing 
so, the Committee had also drawn attention to the conflicting opinions 
of the Law Ministry in this case and suggested that Government 
should give some thought to this matter. Both the Ministries sub- 
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mitted notes in respect of the observations of the Committee (Appen- 
dices LVIII and LIX). Certain points arising out of these notes were 
referred to the Ministries which together with their replies are repro- 
duced in Appendix LX. 

The Chairman drew the attention of the representative of the 
Law Ministry to the case cited above and desired to know precisely 
the position (i) regarding delays in giving opinions, (ii) the manner 
or form in which references to the Law Ministry were made by other 
Ministries and how the Law Ministry satisfied themselves about the 
completeness of the case. 

As regards the delays, the representative of the Law Ministry 
.explained that in the past, delays did occur owing to the large num- 
ber of such references for opinion to the Law Ministry. There might 
be about 10 to 15 thousand cases during a year. He, however, stated 
that the position had improved considerably with the formation of 
a separate group for each Ministry and group officers to advise them. 
He felt that this system, which was introduced some 2 to 3 years ago, 
was working well and delays in the disposal of cases had been very 
much reduced. 

As regards the question as to how the Ministry ensured that the 
references made to them were adequate and complete, it was explain- 
ed that unless the whole file was waded through it could not be possi- 
ble to say whether all the facts were there. He also stated that if 
the Law Officers were given more time and slightly less volume of 
work it should be possible to look into things with greater care. At 
the instance of the Committee. the Ministry's representative promis- 
ed to submit a detailed note regarding steps to be taken to avoid 
conflicting legal opinions and strengthening of the organisation giving 
legal advice. 

Ptrrn I S 8 *  oJ the Sirteenth Report and 90 of the 15th Report.-Safe- 
guarding clauses in contracts. 

327. Referring to the recommendations made in the above para- 
graphs of the Public Accounts Committee repqrts. the Chairman 
emphasised that the contracts should be entered into after proper 
advice and strict scrutiny. At any rate he desired that the procedure 
in regard to contract agreement forms, review of contracts, etc., 
should be simplified. 

The Comptroller and Auditor General of India pointed out that 
the rccommcndation mad: by the Public Accounts Committee in their 
eariier reports was based on the experience in the United States, 
where in regard to certain contracts. there was a provision for 

-- 
*Sco Appendix L V I  I. 
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reviewing the contracts. When a country like America which was 
wedded to the ideal of private enterprise, could legislate on such a 
thing it was but proper, he stated, that there should be some such 
safeguards in India also which was having large development pro- 
grammes. The Committee, therefore, felt that the Law Secretary 
should inter alia look into the American Legislation on the subject 
and consic?er the suitability of adopting the same mutatis mutandis 
to safeguard the interests of the Exchequer. They agreed to the 
C.&.A.G.'s suggestion and desired that the whole position in regard 
to contract-safeguards should be examined by the Law Ministry and 
a detailed note on the scope of revision of oontract form with a view 
to safeguard the interests of Government and to enable Government 
to reopen past contracts when unconscionable payments had been 
made, should be submitted to them. The representative of the Law 
Ministry promised to send a note on the subject. 

Para *32 of the 15th Report, Pards 125 and 127 of the Sixteenth 
Report. 

328. The Chairman pointed out to the Ministry's representative 
that the disciplinary aspect of the cases was not fully considered and 
in some cases full facts were not communicated to the Union Public 
Service Commission. The representative agreed to examine the cases 
of charge-sheet again and to send a note regarding finalisation of 
cases involving disciplinary action. 

329. The Committee then adjourned till 10.30 hours on Tuesday 
the 7th January, 1958. 



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

7TH JANUARY, 1958 

330. The Committee sat from 10.30 hours to 13.15 hours. 
PRESENT 

Shri T. N. Singh-Chairman 
Members 

2. Shri N. G. Ranga 
3. Shri A. C. Guha 
4. Shri N. R. M. Swamy 
5. Shri Upendranath Barman 
6. Shri J. M. Mohamed Imam 
7. Shri H. C. Dasappa 
8. Shrimati Tarkeshwari Sinha 
9. Shri Prabhat Kar 
10. Shri Jaipal Singh 
11. Shri N. Siva Raj 
12. Shri P. T. Leuva 
13. Shri Shyam Dhar Misra 
14. Shri Jaswant Singh 

Shri A. K. Chmda. Comptroller and Auditor C-everal of 
India. 

Shri P. C. Paihi, Additional Deputy Comptroller and Auditor 
General. 

Shri S. Venkataramanan, Accountant General. Central 
Revenues. 

Shri P. N. Bhandari, Director, Commercial Audit. 
Shri R. N. Chatterjee, Chief Audit Officer. Food, Rehabili- 

tation and SuppEy. 
Shri M. S. Sarna, Deputy Accountant General, Production, 

Commerce and Industry. 
SECRETARIAT 

Shri V. Subramanian, Deputy Secretary. 
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WITNESSES 

1 

Mintgtry of Commerce and Industry 
Shri S. Rangmathan, Secretary. 
Shri L. K. Jha, Special Secretary. 
Shri A. Zaman, Joint Secretary. 
Shri N. Subrahmanyam, Joint Secretary. 
Shri U. L. Goswami, Joint Secretary. 
Shri B. B. Saksena, Joint Secretary. 

Ministry of Finance 

Shri K. L. Ghei, Fi.nancial Adviser. 

iLIINISTRY OF COMMERCE AND I N D m Y  

Pages 14-15, Appropriation Accounts (Civil) 1953-54, Grant No. 2- 
Iudustries, Note 10, su'o-head N. Expenditure on Khadi indu.s- 
t r y  %nd Note 17: Pages 15-16, Appropriation Accounts (Civil) 
195455 Grant No. 2-Industries, Notes 13, sub-heads A.-I (2) - 
Village Industries and A.3 Development of Khadi Industry and 
Note 16. 

331. These relate to the All India Khadi and Village Industries 
Board. The stores accounts of the Board for the years 1953-54, 
1954-55 and 1955-56 were not furnished to Audit. The utilisation 
certificates in respect of several Grants were also not received. 

The CommiMee wanted to know the present position of these 
stores accounts. The representative of the Ministry stated that stores 
accounts for the year 1953-54 had been ~ompleted and sent to the 
Assistant Accounts m c e r ,  Bombay in respect of zonal office, Wardha 
on the 31st December, 19%. 

The Committee enquired whether, at  the time the Board was 
set up, the Ministry thought that stores accounts would have t o  
be kept for which some arrangements would be necessary. The 
representative of the Kinistry explained that the internal Audit 
parties bad been appointed only recently by the Khadi Commission 
Previous to that there had been certain difficulties because it was 
composed of non-officials mainly and adequate staff on the official 
side had not been provided. He added that Audit parties and a 
Chief Accounts Officer as also a Financial Adviser had been a p  
pointed recently. This and various other steps taken would give 
no occasion for this sort of omission in future, He promised to 
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furnish to the Committee a note* indicating the volume of work 
still left and when the Ministry expected it to be brought upto. 
date. 

When asked whether there had been any resistance from non- 
AEcials on the Khadi Commission to the appointment of officials by 
the Ministry, the representatives of the Ministry replied in the 
negative. To a question he replied that the Commission had be- 
come a statutory body and had powers to recruit its own staff. 
For posts carrying a pay of Rs. 500 or above only, Government's 
sanction was necessary. But such posts were few. Even here the 
Ccrnmi3sion made recruitment and there was very little Govern- 
mental interference. 

The Committee desired to be furnished with a notet explain- 
ing the type of control the Ministry exercised over the Commission. 

To a question the representative of the Ministry replied that 
Khadi Commission, Handloom Board, Handicrafts Board and Silk 
Board were distinct entities. For co-ordination between these 
bodies they had periodical meetings to which the Chairman and. 
the Secretaries of these bodies were invited and the Minister for 
Conlmerce and Industry presided over these meetings. 

When asked whether there was any blurring of responsibility 
because of existence of these independent organisations, the rep- 
resentative of the Ministry replied in the negative and added that. 
co-ordination was nevertheless desirable and the setting up of a 
Co-ordination Committee as above ensured that at  the policy level 
there was no lack of co-ordination. Moreover, all these Boards 
with the exception of the Khadi Commission functioned through 
the agency of the State Government and "the apparent parallel 
organisations did meet somewhere". 

The Committee desired the Ministry to investigate whether 
in the development of printing and dyeing by Silk, Handloom and 
Handicrafts Boards any duplication of men and materials was in- 
volved in Madras and Bombay areas and whether it would not be 
desirable that certain areas were taken up  by a particular Boar8 
while other areas were taken up by other Boards. They desired 
the Ministry to examine the question of having certain common 
services for research, engineering, etc., by these Boards. They 
invited attention to the observations of the Planning Commission's 
Team on Community Development and National Extension Service 

- --- - -- -- 
*Not printed. Not vetted by Audit. 

tSw Aytundix IV. 
v 



and hoped that the Ministry were examining that these Boards 
were not cutting into one another. 

The Committee next enquired whether the Government were 
satisfied that the grants and loans to the Commission were utilised 
for the intended purpose. The representative of the Ministry 
stated that he thought the purpose for which grants and loans were 
given was actually fulfilled and Audit had pointed out no case to 
the contrary. The C. & A.G. intervened to say that unless utilisa- 
tion certificates were made available to Audit he could not say 
whether funds had been utilised for the intended purposes. The 
Committee, therefore, deferred opinion on this matter till such 
time as utilisation certificates were made available to Audit. They 
impressed on the Ministry the necessity of getting utilisation certi- 
ficates which they felt was in the interest of the good name of the 
organisation itself. 

They desired to be furnished with a list* of the organisations in 
each State that were getting grants from the Khadi Commission 
indicating therein the amount that each organisation was getting. 

Appropriation Accolfnts (Civ i l ) ,  1953-54 
Pagc 16, Grant No. 2-Znd~st~.;. Xote 14 sub-itead M-Expenditure 

on Developm -nt of Handloom Industry. 
332. During the year grants aggregating Rs. 1,47,14,839 were 

sanctioned by the Government and a sum of Rs. 1,39,27,800 was 
placed at the disposal of the State Governments for expenditure on 
the development schemes; with the stipulation that the unspent 
balance should be surrendered at the close of the year. The State 
Governments spent a sum of Rs. 11,77,655 in 1953-54 and out of the 
unspent balance of Rs. 1.27.50.145 surrendered a sum of 
Rs. 1.08.56,759. The balance was surrendered in the following year. 

The Committee desired to know the reasons for the non-utilisa- 
tion of funds placed at the disposal of these States. The representa- 
tive r;f the Mini-try stated that these amounts related to the initial 
period when they had greater difficulties in disbursing the funds 
in small amounts over an extensive area. Majority of these loans 
had been advanced in 1952 or early 1953 when the organisatmn for 
utilisation of the funds had not been created in most of the States. 
When questioned why funds were asked for when it was not possi- 
ble to disburse them, the representative of the Ministry stated that 
fn rm~r lv  their procedure for sanctioning loans used to take time. 
Actual moneys were made available to the States sometimes in the 
months of October and November out of the budgeted allotment 
when almost half of the year had passed by. A new procedure had 

- - -- - -- -- - - - - -  - ---- - 
*Since received. Not printed. 



since come into effect according to which majority of the sanctions 
were issued within the first two months of the financial year. * 

The  Committee doubted whether even now funds were made 
available for schemes in time. They desired to be furnished with a 
note* containing the following information:- 

(a) What amounts were sanctioned each year from 1954-55 to 
1956-57 for the development of Handloom and Khadi 
Industries? 

(h)  What amounts were placed at the disposal of State Gov- 
ernments for the development of Handloom and Khadi 
Industries during these years? 

(c) What amounts were actually spent by the State Govern- 
ments during these years? 

(d) A break-up of grants during these years to State Govern- 
ments, private parties, co-operative societies, etc., out of 
the Fund for the Development of Handloom and Khadi 
Industries. 

(e) On what date the Khadi and Handloom Boards were 
separated? 

( f )  A note giving the names of private parties together with 
the amount granted to each of them out of a total grant 
of Rs. 84,750 to private parties in 1953-54. The nature of 
these grants may also be indicated. 

Appropriation Accounts (Civil), 1954-55 

. Paye 26. Grant No. 3-Comntercial I~ttelligence and Statistics, Note 
3. Printing of pamphlet. 

333. About 20,000 copies of a pamphlet entitled "New India, Your 
Market" containing information on India's trade and production up- 
to 1948 and 1949 were published at a cost of £ 1,660 by the High 
Cornmissloner, London in 1949 in 2 prints. The reprint of 10,000 
was undertaken when 7,000 copies of the first print were in stock. 
In all about 2.000 copies were sold and another 5,000 were either 
distributed free or lost. A sum of 6: 1,400 being the value of surplus 
copies had to bc written off by Go\'ernment in 1954. 

The Committee felt that if the purpose of the pamphlet was to 
give some uscful information to the people concerned why it was not 
brought up  to date at  thc t ~ m e  of reprint and what was the necessity 
for a reprint when there was large stock lying unused, unsold and 
undistributed. The representative of the Ministry admitted that 
there had been an error of judgment. 
- - - - - - - -  

'Sac A~pcnd x 1'. 
462 LS.-I 1. 
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When asked whether the Ministry knew at the time of reprint 

the number of copies they held already in their stock, the represen- 
tative of the Ministry replied in the affirmative. He added that the 
officers who were in charge of this felt that it would be economical 
to print more copies of the pamphlet when the type had been kept 
standing. The Committee learnt that the reprint order of 10,000 
copies covered the requirements of the next five years. If so, they 
felt reprint for the next five years was very unwise as the position 
in this regard was changing from year to year. 

They desired to know whethe, responsibility for this had been 
fixed on any particular officer, or any steps taken in this direction. 
The representative of the Ministry promised to look into the ques- 
tion. The Committee felt that action should not have been delayed 
for so long. 

Page 15, Grant No. 2-Industries, Note-10. Sub-head-Lump Provi- 
sion for Technical Co-operation Assistance and Point Four 

Prograntnze. 

334, An expenditure of Rs. 8,966 was incurred for the services of 
eight experts under this programme to the private industries. But 
no recoveries were effected from the private industries. 

The Committee wanted to know the reasons for not making the 
recoveries unlike in the previous years. The representative of the 
Ministry explained that whenever the services of an expert were 
obtained at the request of private industrial units for their own 
benefit, the expenses for his services were borne by  the private 
industrial units. On the other hand if the services of the expert 
were intended for the benefit of the industry as a whole, Govern- 
ment paid for such services. 

Appropriation Accounts (Civil), 1953-54 

Page 17, Grant No. 2-Industries, Note 16 

Infructuous Expenditure 

335. In this case a textile mill in a State requisitioned the services, 
of a Central Government Officer. He was relieved on the 29th Sep- 
tember, 1953 and reported to the State Government on the 1st 
October, 1953. But his services were never utilised by the Mill and 
he was asked to join his original post on 28th December, 1953. All 
the time. he was treated as on tour which cost the Central Govern- 
ment Rs. 3,002 on aecount of his pay and allowances for this period. 

The Committee wanted to know the reasons far not holding the 
State Government at  whose instance the officer was relieved liable 
for this expenditure. The representative of the Ministry stated ' 
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that it would have been unreasonable as the Central Government 
had relieved the officer before the terms of his services were agreed 
upon by the mill or the State Government concerned. At the same 
time, he continued, the Central Government were perhaps not 
unreasonable in taking it for granted that the mills would agree to 
the terms they agreed to on the officer's first deputation with them. 

Page 13, Note 7, sub-head A2, Grants-in-aid to the Central Silk Board 

336. During the year the total receipts of the Silk Board were 
Rs. 18,20,077 including Rs. 15,18,779 received as a grant from the 
Central Government. Its total expenditure was Rs. 13,32,784 and 
the unspent balance of Rs. 2,87,293 was carried forward to the next 
year. 

The Committee wanted an explanation for allowing the Board 
to carry forward the unspent balance. The representative of the 
Ministry stated that since then the practice had been changed and 
no balances were allowed to be carried forward. 

The Comptroller and Auditor General stated that he could not 
see how far the Ministry were right in the decision they had taken. 
He thought that if the granted amount were allowed to remain with 
the Board, it could continue its activities in the initial months of 
the year whereas if it was resumed the Board might be impaired 
in its activities in the first few months of the new financial year. 
The representative of the Ministry stated -that the moment the 
budget was voted. they made the funds available to the Board. He 
added that a certain degree of continuity was provided by the 
method of annual planning, examination of the annual plan with 
the State Governments at the Planning Commission level and the 
system of giving sanctions in excess of the Budget provision though 
the expenditure was limited to the budgeted amount. To another 
question he replied that in practice such an agreement had not 
hampered the continuity of finances. 
Page 14, Note 9, sub-lread A.7-Grants-in-aid to the Indian Institute 

of Art-in-lizdustry. 

337. Apart from stating that the amount of the grant-in-aid 
should be equal to the amount collected by 'the Institute from the 
Industry and other sources (excluding States) subject to a maximum 
of Rs. 40,000, no condition was attached to the grant unlike in the 
previous year, when a certificate was required to be furnished th i t  
the grant had been utilised for the purpose for which it was intend- 
ed. The Institute had at the end of 1952-53 a credit balance in the 
General Fund Accounts of about Rs. 1.35 lakhs inclusive of a 
cash balance of Rs. 73,243 and yet a sum of Rs. 34.240 was paid 
during the year. 
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The Committee wanted to know the reasons for not insisting 

upon the condition of utilisation certificates in this year. The rep- 
resentative of the Ministry stated that the grant had been sanction- 
ed after a personal inspection of the institute by the Secretary of 
the Ministry and on the recommendation of the State Government 
who must have been satisfied that the amount was being utilised 
for the intended purpose and the insistence on the utilisation certi- 
ficate would have only been a formality. He promised to look into 
the matter and enquire whether there had been any other object 
in not insisting on the utilisation certificate. The Committee desir- 
ed to be furnished with a note* giving the amounts that the Institute 
was spending annually and how much was raised by it from other 
sources and how much was contributed by the Central and State 
Governments. They also desired the Ministry to ask for the utilisa- 
tion certificate f r m  the Institute before making any provision in 
the budget for subsequent years. 

Page 15, Note 13-Cotton Textile F u n d  

338. In reply to a question the representative of the Ministry 
explained that the Cotton Textile Fund had been created by the 
collections of a customs duty of 3 per cent. of the maximum ex-factory 
price leviable on cloth and yarn exported from In&a under the 
Cotton Textile Funds Ordinance 1944. The collections were dis- 
continued with effect from the 27th November. 1947 and no money 
was accruing tb the Fund. The Fund was to be utilised for pro- 
motion of exports of cotton cloth and yarn and technical education 
and research relating to cotton textile industry, to carry out which 
the Cotton Textile Fund Committee had been set up and was being 
continued from year to year. 

The Committee then had a general discussion with the repre- 
sentatives of the Ministry on matters relating to the National 
Instruments Factory, and establishment of funds outside the 
Consolidated Fund under Ministries. 

339. The Committee then adjourned to  meet again at 10-30 hours 
on the 8th January, 1958. 



PROCEEDINGS OF THE THIRTIETH SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON WEDNESDAY, THE 

8TH JANUARY, 1958. 

340. The Committee sat from 10-30 hours to 13-30 hours. 
PRESENT 

Shri T. N. Singh--Cl1ciirrr7al~. 

Menz bers 
2. S h r ~  N .  C. Lasknr 
3. Shri Radhelal Vyas 
4. Shl-i N R. 31 Swamy  
5. Shri Upendranath Barman 
6. Shri H.  C. Dnsappa 
7. Slir lmat~ Ti i~ ~~~~~~~~~~I S ~ n h a  
8. Shrl Prabhat Kar 
9. S h r ~  Jalpal Singh 

10. Shri P. T. LCU\YI 
11. Shrl Shyam D h a ~  IIisra 
12. Shri Jaswant Singh. 

Shri P. C. Padhi.  :1clcl1riorral Deputy Comptroller and 
Audztor General. 

Shri P. N. Uhndar i .  D!~ccror of Commercial Audit. 

Shri R. N. Chatterjee, Chief Audit Officer, Food, Rehabili- 
ta t ion  a n d  Slcppl?!. 

Shri V. Subramanian. Deputy Secretary. 

341. The ~on&i t tec  discussed in general certain'points regarding 
Parliamentary Control uvcr Public Undertakings. Budgetary Con- 
trol over expenditure, etc. The Committee then took u p  for consi- 
deration the  outstanding recommendations in respect of Ministry of 
Works, Housing and Supply. 

159 k 
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Fifteenth Report 

Para 34-Contract for Prefabricated Buildings 

342. In their reply the Ministry have stated that the suggestions 
of the Committee had been discussed further with the Ministries of 
Finance and Health and that it was not possibL2 to fix responsibility 
on any individual as the decision to award the construction work 
to Reema Construction Co. Ltd. was taken jointly at  the level of 
Ministers. The Comptroller and Auditor General of India agreed 
that the Ministry's reply was substantially correct and that no 
further action was possible in the matter. 

Para 3LDisposal of surplus of American Stores 

343. No further action was considered necessan- 

Para 36-Improper Payments to Contractors 

344. After going through the note (Appendix LXIV) furnished 
by the Ministry, the Committee agreed with the suggestion of the 
Comptroller and Auditor General of India to close the case. 

Sixteenth Report 

Para 61-Administrative Audit System in the Multi-purpose River 
Valley Projects and Ministries. 

345. In their note (Appendix LXV). the Ministry stated that a 
C.T.E.'s cell was established and that the question of expansion of 
the cell would be considered in due course in the light of experience 
gained. The Comptroller and Auditor General remarked that the 
idea was to have the organisation independent of the Chief Engi- 
neer and that the scheme has now produced results. 

Paras 101 and 102-Nugatory expenditure on the construction of the 
prefabricated Housing Factory. 

346. The Committee deferred examination of this case as the 
termination agreement was stated to be under the scrutiny of the 
Director of Commercial Audit. 

Para 122-Road Rollers Bulk Procurement Scheme 

,347. The Committee were concerned as the case was dragging on 
for 10 years and Government had not come to any conclusion so far 
in regard to fixation of final prices of Road Rollers. The Committee 
urged that accounts co d not remain unsettled for such a long 
time. r' 



Para 125--Over-payment due to faulty measurement 

348. The Committee were dissatisfied with the delays occurring 
i n  the Ministries in general in taking disciplinary. action against 
persons concerned. 

Twenty-third Report 

Para 103-Delay and extra expenditure in making purchase 

349. The Ministry have noted the observations of the Committee 
and issued suitable instructions. The bommittee decided to call for 
copies of the instructions issued in this case and that in future, in all 
such cases, the Ministries should be instructed to furnish a copy of 
the instructions issued. 

Para 127-Misappropriation of Government Money by an auc- 
tioneering Firm. 

350. In regard to the responsibility of certain officers, the Min- 
istry stated that further action would be taken on release of the 
records from the Civil Court. This note, which was of an interim 
nature. the Ministry did not send it to audit for vetting. The Comp- 
troller and Auditor General urged and the Chairman agreed 
with the former that even in such cases it was desirable for the 
Ministry to refer the notes to audit. 

351. The Committee then adjourned till 10.30 hours on Thurs- 
day, the 9th of January, 1958. 



PROCEEDING OF THE THIRTY-FIRST SITTING OF THE PUB- 
LIC ACCOUNTS COMMITTEE HELD ON THURSDAY, THE 

9TH JANUARY, 1958 

352. The Committee sat from 10.30 hours to 13.30 hours. 

Shri T. N. Singh-Chairman, 

Members 
2. Shri Ram Subhag Singh 
3. Shri N. C. Laskar 
4. Shri N. G. Ranga 
5. Shri A. C .  Guha 
6. Shri N. R. M. Swamy 
7. Shri Upendranath Barman 
8. Shri J. M. Mohamed Imam 
9. Shri H. C. Dasappa 

10. Shrimati Tarkeshurari Sinha 
11. Shri Prabhat Kar 
I?. Shri Jaipal Singh 
13. Shri X. Siva R s j  
14. Shri P. T. Leuva- 
15. Shri Sh?-am Dhar Misra 
16. Shri Jaswant Singh 
17. Shri  J. V. K. Vallabharao. 

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

Shri P. C. Padhi, Additional Deputtl Comptroller and 
Auditor General 

Shri  S. Venkataramanan, Accountant General, Central 
Revenues. 

Shri P. N. Bhandari, Director of Commercial Audit. 

$hri V. Subramanian, Deputlr Secretary. 
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Present during the examination of the Ministry of Home A#airs 

Shri A. V. Pai-Secretary. 
Shri V. Vishwanathan-Joint Secretary. 
Shri Hari Sharma-Joint Secretary. 
Shri S. B. Bapat-Joint Secretary. 
Shri R. C. Dutt-Joint Secretary. 
Shri N. Sahgal-Joint Secretary. 

Ministry of Finance 

Shri M. S. Bhatnagar-Financ.ia1 Adviser. 

Present during the examination of the Ministry of Irrigation and' 
Power 

Shri T. Sivasankar-Secretary. 
Shri M S. Thirurnale Iytngur-Chef Englneel-, Htrakud 

Dam Project. 
Shri Vidga Ratna--Secar~tavy. Rltakra Control Board. 
Shri S. Sunder Rajan, Fznanczal Oficer and Chief Accounts 

Oflcer. Hzrakltcl Dam Project. 
Shri S. D. Khungar, General Manager, Bhakrn-Nangal Pro- 

ject 

Ministry of Finance 

Shri R. Narayanaswamy-Financial Adviser. 

JIlNJSTRY OF HOME AFFAIRS 

353. Apprnprtnr 1011 Acco~o~ts (Cztvl) , 1954-55. Page 16, Grant- 
No. 55-Poltre: In this case a sum of Rs. 2,43,400 was surrendered 
though the  actual expenditure resulted in an excess of Rs. 11.12,082, 
tmn!: attrlbutnbk entlrel?- to sub-head C.I. "Lump sum charges paid 
to Statc Governments" The expenditure on this sub-head was 
more than 25 per cent of myhat i t  had heen in the previous gear. 

. The Committee wanted to know how t h e  Ministry watched the 
progress of expenditure and whether the existing arrangements 
for it were wanting in any respect. The representative of the Min- 
istry stated that non-inclusion of a provision for police services fo r  
the Centre in their budget estimates by Madhya Pradesh Govern- 
ment resulted in an exccss. He stated that the demand for the ser- 
vices of the police occurred suddenly in emergencies and details 
had to be settled through correspondence. He, however, conceded' 
that in the present case, there had been delay in adjustment of 
figures. In reply to a question he stated that adjustments could be. 
expedited by having a standard rate for police services. 
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The  Comptroller & Auditor General intervened to say that actu- 

ally the Madhya Pradesh Government had not made any provision 
for leave and pension contribution to the Police in their budget 
estimates and subsequently when the Accountant General raised the 
debit, it came to the notice of the Home Ministry. Secondly, a cer- 
tain amount of expenditure was incurred when it was decided that 
certain police battalions of M.P. and Bihar should be placed on par- 
with the Indian troops in Kashmir and the expenditure had been 
met initially out of the Defence estimates. Subsequently, the debit 
was raised against the Home Ministry. 

The Committee were of the opinion that the Ministry should 
issue clear instructions to State Governments that their estimates 
should be comprehensive and include all the charges which were 
allocable to a particular grant. They also desired that whenever 
a Ministry incurred expenditure on behalf of another Ministry 
:there should be a mechanism by which the position was communi- 
cated at the earliest possible date.  they felt that the Ministry of 
Home Affairs should be able to devise standard rates for Police 
gervices for each of the different States well in advance. 
Page 24, Grant No. 57-Miscellaneous Departinents and Expendi- 

ture under the Ministry of Home Aflairs. Note 4--1nfructuous 
Expenditure 

354. In May, 1955, two houses were arranged by verbal nego- 
tiation for hire for the office accommodation of a Commission at Sri- 
nagar, subject to confirmation in writing. In the meantime, the 
Commission abandoned the move. One lanalord preferred a bill 
for Rs. 3,000 for his lease and was paid Rs. 2,350, as the balance 
of Rs. 650 was realised by the landlord by leasing the 
house to a third party for two months. The claim of the 
other landlord was rejected. An expenditure of Rs. 725 was incur- 
red on the T.A. of the cfficer who visited Srinagar more than once 
in this connection. 

The Committee wanted to know the reasons for meting out 
d z e r e n t  treatments to the landlords when there had been no 
written commitment with either. The representative of the Min- 
istry stated that in the case of one house, no definite commitment 
had been made and the landlord was willing to reserve the house. 
In the case of the other house, the landlord was not willing u n l w  
a definite commitment was made. As a verbal commitment had 
been made in the latter case, liability had to be accepted. He stated 
that there had been no discrimination. 

Intervening, the C. & A.G. stated that when the owner of one of 
the houses prefemed a claim, the officer concerned instead of reject- 
ing the claim as he had done in the other case, sent a loosely-wo& 
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ed reply which was later on construed as an indirect commitment 
.and the payment had to be made. 

To a question, the representative of the Ministry replied that 
the officer concerned did not make the commitment on his own. 
He telephoned from Srinagar that it would not be possible to re- 
serve the house unless a definite commitment was made. The 
Committee wanted to know the reasons for the officer settling 
differently with these two landlords. The representative of the 
Ministry stated that one of the houses was intended for members of 
the Commission and the Chairman while the other for the staff. A 
firm commitment was considered advisable in the former case while 
i t  was not so in the latter as the staff could be accommodated in 
boats, if necessary. 

Puge 29, Grant No. 58-Andaman and Nicobar Islands. 8-A- 
Profit and Loss Account of Forest Department, Item ( b ) .  

355. The Profit and Loss Account of the Forest Department. Anda- 
,mans, showed a net profit of Rs. 4.92,721 for the year 1954-55. But 
the profit would turn into a loss of Rs. 6,87,592 if certain other factors 
were taken into account properly. One of them was over-valuation 
of the closing stock of timber at Madras Depot which included a 
quantity which had been shipped there in 1952-53, in spite of repeated 
protests from. the Depot Officer intimating lack of demand. Had that 
stock been valued at market rates the profit would have decreased 
b y  Rs. 65,557. 

When asked how the Committee could accept the accounts main- 
tamed by the  Ministry without regard to established accounting 
princ~plcs. thc. rt.prcsentatlve of the Ministry stated that the Forest 
Department. Andarnans. was actually being looked after by the 
Mln~stry oi Agriculture The Committee felt that as the item was 
included in the grant voted by Parliament to the Home Ministry 
(though there might be some intern31 arrangement by which certain 
?spects of the administration of those islands were looked after by 
another Ministry), the responsibility should rest with that Ministry 
They desired that the Proforma Accounts be re-cast in consultation 
with Audit and compliance intimated to them. 

Page 21, Appropriatiow Accou~ts (Civil) 1953-54 Grant No. 58- 
Andaman and Nicobat Islands-Marine Department, Andamam, Para 
4 (c) -Stores and Page 28, Appropriation Accounts (Civil), 1954-55, 

sub-para 2 of para 6--Stores 

356. The balance of Marine Department stares had been increas- 
ing from year to year,-from Rs. 7.42 lakhs on 31st March, 1952 to 
Rs. 18-28 lakhs cm 31& March, 1956. 



The Committee wanted to know whether there was any stock 
limit prescribed for these stores. In reply to a question, he stated 
that the stocks were going up because of the tempo'of expenditure. 
on the Five Year Plan. The C. & A.G. intervened to say that the 
reply was not quite valid as actually the year 1955-56 showed a 
slight drop in the issues. 

The Committee desired the Ministry to review the whole position 
end consider whether, having regard to the actual issues, the stocks 
held were not excessive, as there was always the risk of deteriora- 
tion in storage. 

357. Sub-para 1 of para. 6.-The Comrn~ttee desired the Ministcy 
to investigate whether, the overheads for the various activities of 
the Marine Department were not disproportiomtely high vis-a-vis 
labow costs. 

Appropriation Accounts (Civil), 1953-54, Page 182-Grant No. 135- 
Capital Outlay of t he  Ministr?) of States 

Appropriation Accounts (Civil), 1954-55, Page 200-Grant N o .  95- 
Miscellaneous Expenditure under the Ministry of S r n f e ~  

?age 201, Grant No. 1 2 6 C u p i t a l  Outlay of the  Allnistng of Home 
d f a i r s  

Page 208. Grcliz: So .  134-Cupitnl Outlay of the  Mznistrg of States. 

358. In these Grants. there had been over-budgeting The pm- 
centnge of savings varied from 48 to 85 The Committee stressed 
the necess~ty for accurate budgeting and d~scoumgcd the tendency 
to over-budget expenditure as that may ultimately lead to higher 
taxation They also deprecated the tendpncy on t h ~  par' of Mln- 
istries to make lump sum provision like the one at page 163 of 1954-55 
accounts under Grant No. 92 for .Rs. 1Q lakhs for schemes for welfare 
of scheduled tribes. out of whlch Rs. 8,22,000 were surrendered. 

The Committee then referred to cases in which disciplinary action 
had been recommended. They desired that whenever any reference 
was made to the U.P.S.C. In this connection, their ohsen~ations having 
a bearing on the case against any officer should nlways be commu- 
nicated to the U.P.S.C. so that the Commission would be in possession 
of all the facts of the case. They desired the Ministry to make an 
analysis of cases in the pest few years and find out whether the 
observations of the Committee were placed before the Commission 
wherever the Committee had expressed their views. The represen- 
tative of the Ministry stated that he would consider that point. They 
desired that service and pension rules should be amended suitably so 



-as to  enable Government to initiate and complete action in disciplinary 
-cases quickly and also to punish persons retiring before the enquiry 
against them could be completed. 

MINISTRY OF IRRIGATION AND POWER 

.Appropriation Accounts (Civil) 1953-54, Page 10, Grant No.  130- 
Other Capatal Outlay of the Ministry of Irrigation and Power 

359. The entire grant of about Rs. 5 . 2  crores remained unutilised. 
In reply to a question, the representative of the Ministry stated that 
this related to equipment under the Colombo Plan which was not 
received. Sle agreed to examine whether there had been any fault 
on the part of the Ministry and to send a note to the Committee. 
Whcn esked whether non-arrival of these equipment retarded the 
plan and programmes in any way and whether any expenditure was 
incurred in India in the expectztion that the equipment would arrive, 
he sta tcd that he did not think so but that he  would examine that 
point also. The Committee also desired to 'mow the.dates on which 
the  equipments were expected to come and were actually received 
and in which year's accounts their cost had been adjusted. 

OUTSTANDING RECOMMENDATIONS 

Fifteenth Report 

360. Paras. 10, 11,  12, 13(c) & (d) .  34. 41. 48, 50. 69, 88, 89, 90, 91, 
114 and 115.--KO comments. 

Sixteenth Report 

Paras. 5 ( l n t r o d w t t o n ) .  10. 11, 12, 13(b) .  13(e) & 80: No commits. 
~ o r u  93--Dtsposnl and transfer  o f  surplus stores from the Hirakud 

D a v ~  Project t o  other P r o ~ e c r s  

361. Explaining the latest positwn. the representative of the Min- 
istry statcd that m c h l n e r y  worth a crore of rupees had been trans- 
ferred from the Nirakud Dam Project to other Projects. 

Tn nbply tc a question, he stated that in Bhakra-Nangal Project 
out of surplus machinery worth Rs. 3 crores, machinery worth Rs. 2 
crores had been disposed of .  Thc Committee were of opinion that 
the  time-lag betwetn the deckring d machinery as surplus and its 
disposal should be reduced considerably. They also suggested t b t  
the various Projects and Departments might be informed in advance 
of the machinery and equipments likely to be declared surplus by 
thc  project so that t h ~  formalities could bc settled ir time and th& 
transfer effected as soon as the machinery and equipment was ready 
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for release. The representative of the Ministry stated that  they had. 
taken action on these lines in one case and i t  seemed a very good 
practice to follow. 
Para. 62-Administrative Audit system in the Multi-purpose River- 

Vatley Projects and Ministries 
362. From a note (Appendix XLVII). thc Committee understood 

that the Government had come to the conclusion that the purpose 
for which the Administrative Audit system had been recommended 
could be met by amplifying the functions of the cost control organi- 

c sation in the projects, in such a manner as to provide for spot check 
of quality and quantity of work and scrutiny of contracts from the  
technical point of view and the  system as modified would be com- 
mended to the D.V.C. and the  Tungabhadra Board. 

In reply to a question, the Chief Engineer. Hirakud Dam Project, 
stated that there was no necessity for this system in his case as the 

' project hed been nearly completed. When asked to give his views 
on this question, he observed that he would have no obj~ct ion to i t  
if it were a wing under the  Chief Engineer to assist him. He added 
that while it was necessary to have a kind of independent check. i t  
would create controversies if the agency conducting such a check 
was made independent of the Chief Engineer on the spot. 

The Committee were of opinion that i t  w s  high time that the  
Ministry introduced a system of Administrative Audit in various 
projects financed by the Centre. The Committee did not think that  
the States would object to such a system being introduced in various 
projects. 

Para. 94-Stock verification of stores 
363. From a note (Appendix LXVI), the Committee understood 

that it was not possible for the Ministry to hold anvone responsible 
for the discrepancies in the store and the Ministry pr-oposed to write, 
these off. 

The Committee were distressed with the latest decision of the  
Ministry as in the past whenever this point had been raised by the 
P.A.C. they had been assured that action was being taken to settle 
the discrepancies and to punish the persons responsible. The Min- 
istry could npt do so as some of the documents end invoices were 
missing. In extenuation. i t  was observed by the Ministry that in 
every case they had made enquiries and in some cases even Police 
enauiries. In suitable cases. they had referred the matter to U.P.S.C. 
as ~ve l l .  The rcpresentstive of the Ministry l~ssured the Committee 
that the prescribed procedure had been followed in all cases, but 
it was not possible to fix responsibility. 

364. The Committee then adjourned to  meet again a t  10-30 hours; 
on the 10th January, 1958. 

* -- 



PROCEEDINGS OF THE THIRTY-SECOND SITTING OF T H E  
PUBLIC ACCOUNT COMMITTEE HELD ON FRIDAY, THE 

lOTH JANUARY, 1958 

365. The Committee sat from 10.30 hours tp 10.00 hours. 

Shri  T. N. Singh-Chairtnan. 
Members 

2. Shri Ram Subhag Singh 
3. Shri N. C. Laskar 
4. Shri Radhelal Vyas 
5. Shri A. C. Guha 
6. Shri N. R. M. Swamy 
7. Shri Upcndranath Barman 
8. Shri H. C. Daseppa 
9. Shri Prabhat Kar 

10. Shri Jaipal Singh 
11. S h r ~  P. T. Leuva 
12. Shri Jaswant Singh 
13. Shri J .  V. K Vallabharao 
14. Shri N. G .  Ranga. 

Shri A. I(. C h n d a ,  Comptroller and Auditor General of 
India. 

Shri P. C. Padhi, Additiot~al Deputy Conrptroller and Auditor 
Gmeral.  

Shri S. Venkataratnanan, Accountant General, Central 
Reve~tues. 

SECRETARIAT 
Shri  V. Subranlankan, Deputg Secretary. 

WITNESSES 
Miuistr~l of Finance 

(Dep:~rtnret~t of ~ c 0 7 1 ~ 1 l i ~  Afiairs) 

Shri M. V. Rangachari, Special Secretary. 
Shri H. S. Negi, Joint Secretary. 
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(Department of Expenditure) 

Shri S. Ratnam, Secretary. 

(Department of Revenue) 
Shri A. K. Roy, Secretary. 
Shri A. Bakshi, Joint Secretary. 

MINISTRY OF FINANCE 

Appropriation Accounts (Civil), 1953-54, and Appropriation Accounts 
(Civil), 1954-55 

366. Out of the total number of 134 voted grants in 1953-54, the 
Committee noticed savings and surrenders of Rs. 1.,72 crores and 
1,51 crores respectively. In 1954-55, out of the total number of 135 
voted grants, savings and surrenders amounted to Rs. 2,39 crores 
and 1?93 crores respectively. Similarly under Charged Appropria- 
tions, savings and surrenders in 1953-54 were Rs. 7,67 lakhs and 
Rs. 3,22 lakhs respectively; corresponding figures in 195455 being 
Rs. 3,49 crores and Rs. 3,47 crores. Further, the Committee came 
across many instances of over-budgeting relating to the Ministry of 
Finance. Large savings occurred under the same heads during 
1953-54 and 1954-55; percentage of savings; varying from 6 to as much 
a s  56. 

The Committee were greatly distressed over. such a large number 
of cases where there had been considerable savings from the final 
budgeted grants. They did not notice any improvement; rather 
thcre had been a deterioration in the two years under consideration. 
They felt that the Finance Ministry should set an  example in accu- 
rate budgeting for other Ministries to follow. The representative 
of the Deparrment cf Economic Affairs stated that a considerable 
portjon of the s a v i y s  was in the provision made for the purchase 
of food. 

Appropriatio~l Accounts (Civil) 1954-55. Paye 50, Grant  NO. 27.- 
Customs 

367. The Committee notlced savings of Rs. 1,31 lakhs out of the 
total provision of Rs. 4,19 lakhs. 

The representative of the Department of Revenue explained that 
the Department had placed orders for laur~ches which werc not 
r e ~ e i v e d ~ i n  time and accounted for a saving of Rs. 16 lakhs. A 
saving of Rs. 37 lakhs was due to the non-implementation of the 
reorganisation of t h ~  Land Customs Departn~cnt during the vear 
under report. He assured the  Committee that such thiqgs would 
not h a ~ p e n  in subsequent years. 
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The Committee observed that so long as budgeting was of the 

present standard there was no escape from having a second check 
by the Finance Ministry on various items of expenditure. Unless,. 
therefore, the budget estimates were made on a more realistic basis, 
the suggestion to do away with the second check by Finance Minis- 
try would be impossible to be introduced. 

Page 196, Grant No. 12QOthe7 Capital Outlay of the Ministry of 
Finance (195455) . 

368. The Committee wanted an explanation for a saving of 
Rr. 12,40,05,962 out of a total provision of Rs. 22,20,23,000. The rep- 
resentative of the Department of Economic Affairs stated that the 
,only reason for the saving was that equipments under the Colombo 
Plan from foreign countries were not received in the year. Most 
of it did not involve any cash expenditure. It  was just a hoak- 
keeping adjustment. In reply to another question he stated that 
by and large the Government of India depended upon the donor 
countries and how they A u l d  ship the equipment and send it, was 
a matter in whi_ch the Ministry had no hand. To another question 
he replied that he was doubtful whether there had been any infruc- 
tuous expenditure on account of delayed deliveries under these aid 
agreements. 

Page 54,  Gvant No. 29-Taxes on Income including Corporat.ion Tnr, 
Note 3-Item (iii) 1953-54, Accounts, Page 59, Grant No. 29 

Taxes on Income including Corporation Tax and Estate Duty, 
Note %Item (iii) , 1954-55 Accounts. 

369. The Committee noticed a number of outstanding demands in 
the books of the Department for the last four or five financial years. 
Certain dues were reported to be irrecoverable as the assessees had 
left India. The Committee wanted to know how these people could 
leave India in the face of the restriction that no one could leave 
the country without a clearance certificate. 

The representative of the Revenue Department stated that such 
a rule came into existence only in 1953 and the areas where those 
assessees resided were by then parts of Pakistan; the total 
amount Involved was about Rs. 12 crores. Among the other reasons 
which accounted for irrecoverable dues of about Rs. 200 crores was 
the insolvency of the assessees. The Committee desired to 'be fur- 
nished with a statemente showing the outstanding demands State- 
wise from the books of the Department at the end of each of the - .. - _ _ _ __- . - _ _^ - _ --. -_--- -- --- -- 

'S r r  ~ p . u d i x  XIV. 
462 LS.-12. 
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last four or five financial years. They also desired the Ministry 
to andyse the figures of receipt that had been decreasing and throw 
light* on the causes and explain why expenditure has been irkreas- 
ing a% the same time. 

Page 144, Grant No. 35-Mint, Audit Comments (1954-55 Accountsj. 
370. m e  Committee observed that the position of stores was 

rather disquieting. The representative of the Ministry contended 
that the actual position was not as bad, and gave explanation for 
each category of the stores.1 

Item A-Consumable Stores (a). 
371 The representative of the Ministry explained that stores 

of the value of Rs 1,39,727 mainly comprising steel bars, fire and 
furnace bricks, etc. were purchased because there was a genuine 
demand for them. The supply took a long time and then the stores 
could not be consumed in full. In view of shortage of certain items 
throughout India and also due to uncertain market conditions, it 
was considered advisable to retain them for future consumption 
instead of declaring them surplus and selling them through Dis- 
posals. The balance in stock on 31st March, 1957 was only of the 
order of Rs. 41,000 which was required for consumption. 

The Committee were unable to accept this argument as the stores 
had been lying for more than ten years. The representative of 
the Ministry stated that their original expectations went wrong 
and that caused aocurnulation of stores. 

The Commitbee were of opinion that all this followed from 
haphazard planning and failure to keep a check on incomings and 
outgoings. The Committee emphasised the need for the setting up 
of a better machinery for regular stock verification and disposal of 
stores. 

372 (b) (i). The figures of receipts of stores (excluding pur- 
chases from the market), included Rs. 6,805 being the value of articles 
of furniture manufactured in the Departments of the Mint. The 
representative of the Ministry admitted that there had been s 
technical irregularity which had since been regularised and these 
items had now been taken on to the inventory of furniture. 

373 (b)(ii). Several items of stores were found to have been 
borne on stock at 'no cost'. The representative of the Ministry 
stated that the value of these stores had since been assessed a d  
entered in the stbtts I-. -- --- - ----. 7 -  - 

*& Appcdix XV. 
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.Item B-Capital Outlay on Stores. 

374. According to. Audit, early action was required in regard to 
the items of plants and machinery yet to be installed so as to pre- 
vent loss due to prolonged storage. Stores purchased as far back 
as 1951-52 at a cost of Rs. 1,16,977 were found to be lying unused 
since February, 1953. Explaining the correct position, the repre- 
sentative of the Ministry stated that the plant and machinery had 
been erected but could not be put into commission due to certain 
difficulties in the gas plant. As the machinery was not in opera- 
tion the stores could not be drawn by requisition as usual. To a 
q w t i o n  he replied that the machines were working very well now. 
The Committee felt that installation of the macvnery should not 
have taken such a long time. 

ltem C-Physical verification of the Balance of Stores. 

375. Physical verification of stores balances (consumable and 
capital outlay stores) was not completed during the year 1954-55. 
The representative of the Ministry admitted that there could net 
be any excuse for the delay in the physicaI verification of stores. 

OUTSTANDING RECOMMENDATIONS 
F'ifteentb Report 

376. Paras. 11, 12, 13(b) and 14. No comments. 

Para. 15-4ess Funds* 

377. The representative of the Ministry stated that they had 
made certain proposals and the matter was being discussed with the 
Comptroller and Auditor General. The C. & A.G. intervened to 
say that he was examining the proposals put forward by the 
Ministry of Finance and he hoped that conclusions would be 
available before the next budget was framed. At the instance of a 
Member, the Chairman agreed that Members could look into the 
procedure before its finalisa tion. 

Para 2 t D ~ b t  position and loans to S a t e  and Foreign Gotyernments. 

378. In their note (Appendix XVII) the Ministry contended that 
the existing provisions had worked satisfactorily and by and large, 
except in the case of certain rehabilitation loans, where the ques- 
tion of sharing of 1- with the State Governments was under 
correspondeace, there had been no major defaults in the repayment 
of loans or interest due thereon by the State Governmento. - - -  - - -  ----+ - -  - - - - - 

*Srr & ~ c a d ~ ~  XVI. 
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The Committee wanted to know the progress made in the re- 

covery of rehabilitation loans. The representative of the Ministry 
of Finance stated that the latest recommendation was that the State 
Governments should return to the Centre whatever money they 
could collect from the displaced persons to whom the money had 
been lent. The Committee desired to be furnished with a note 
stating the amount of rehabilitation loans given to the States so 
far, the amount that was due and the amount that had actually 
been received back. 

In reply to a question, the representative of the Ministry of 
Finance stated that if an individual loan was not recovered, the 
loss was shared between the Central and State Governments in the 
ratio of 50 : 50. But in the case of certain refugees from East 
Pakistan, some relaxations were made and the whole matter had 
been left in a fluid state. Now the Finance Commission had re- 
commended that in respect all such loans, no new burdm should , 

fall on the States and from 1st April, 1957 they should return to 
the Centre only the amount they actually collected from the people 
to whom the money had been advanced. Beyond that nothing else 
had happened. 

The Committee had some general discussions with the witnesses 
on the distinction that had been made by the Central Government 
between the loans given to their own undertakings and those given 
to the State Governments. The Comptroller and Auditor General 
stated that he would include a para on this subject in his next 
report and then the matter could be examined by the Public Ac- 
counts Committee in. detail. 

To a question, the representative of the Ministry stated that if 
a State Government requested for some more time for repaying 
overdue instalments of interest on principal, that was 
a o w e d .  In cases where the Central Government thought that con- 
ditions did not justify extension of time, penal intet'est was levied 
only in case of default in repayment. In reply to another question 
he stated that the number of instances in which the Central Gov- 
ernment had charged penal interest was negligible. 

379. Paras 26, 28, 29, 49 and 113. No comments. 

Sixteenth Report 
380. Parus 13 (g), 30, 31 and 52. No comments. 

Para 5 W a n t  of excessive emoluments to an Officer on deputation. 

381. The Comptroller and Auditor General explained that on the 
figures given by Audit the value of free car had been assessed a t  
Rs. 150 per month while the Ministry thought that it was not M, 
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much. To the objection of the Committee for making a discrirnina- 
tion in the grant of emoluments in favour of that particular oficer, 
the Ministry of Finance expressed their regret. 

The Comptroller and Auditor General brought to. the notice of , 
the Committee that subsequent to the conclusions of the Public 
Accounts Committee in this matter it was revealed that that officer 
had been allowed to accept a further payment of Rs. 6,763 from the 
Ceylon Government towards reimbursement of additional income- 
tax that was payable by him on account of Ceylon allowances. 

The representative of the Ministry stated that those terms were 
approved by the Government at the highest level. To a question, he 
replied that he did not remember any other case where such re- 
imbursement was allowed. The Committee felt that acceptance of 
such payments from foreign countries created an impression which 
was not quite desirable and tha% took away the whole spirit of the 
Colombo aid. 

The Committee were not convinced that the special considera- 
tion that had been shown in this case was justified. They felt that 
in the matter of tax liability, the  treatment to be meted out to all 
the oacers should have been uniform and there could be no dm- 
culty in that regard. 

382. Paras 57, 58, 60 and 63. No comments. 

Twsn t y -third Report 

383. Paras 13 (a ) ,  ( b )  and (c) and 18. No comments. 

Para 73-lncome-Tax Cases. 

384. In their note (Appendix XXII) the Ministry had stated 
that there would not be much difficulty in completing these cases 
by March, 1958. The Committee wanted to know the present 
position. The representative of the Ministry stated that he thought 
that the matter would be delayed by 3 or 4 months beyond March, 
1958. They had 351 cases in all out of which 66 cases were pending 
in High Court and stay orders had been issued. 

To a question he replied that according to the latest position the 
Government had collected Rs. 4-35 crores out of demands for 
Rs. 8-63 crores. In most of these cases, instalments had been 
collected. 

In reply to a question whether any change in the income-tax 
law about evasion on lines similar to that in U.S.A. would hamper 
administration, the representative of the Ministry stated that such 
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a reform had its own advantages and disadvantages. To a certain 
extent it would swell the receipt of anonymous letters in the 
Department. 

385. The Committee then adjourned to meet again on the lllh 
Januarg, 1958 at 10-30 hours. 



PROCEEDINGS OF THE THIRTY-THIRD SITTING OF TBt 
PUBLIC ACCOUNTS COMMITTEE HELD ON SATURDAY, 

THE llTH JANUARY, 1958 
386. The Committee sat from 10-30 hours to 12-30 hours. 

PRESKNT 
Shri T. N. Singh-Chairmun. 

Members 
2. Shri Ram Subhag Singh 
3. Shri N. C. Laskar 
4. S M  N. G. Raga  
5. Shri Radhelal Vyas 
6. Shri A. C. Guha 
7. Shri N. R M. Swamy 
8. Shri Upendranath Barman 
9. Shri H. C. Dasappa 

10. Shri Prabhat Kar 
11. Shri Jaipal Singh 
22. Shri P. T. Leuva 
13. Shri Jaswant Singh 
14. Shri J. V. K. Vallabharao. 

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

Shri P. C. Padhi. Additional Deputy Comptroller and Auditm 
G enera1 . 

Shri S. Verbtaramanan, Accountant General, Central 
Revenues. 

Shri V. Subramanian, Deputy Secretary. 

Ministry of Finance (Department of Economic Aflairs) 

Shri M. V. Rangachari, Special Secretary. , 

Shri H. S. Ned, Joint Secretaq. 
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Ministry of Finance (Department of Expenditure) 

Shri S. Ratnam, ~ e c r e t o ~ ~ .  

Ministry of Law 
Shri K. Y. Bhandarkar, Joint Secretary and Legal Adviser.. 

MINISTRY OF FINANCE 
587. The Committee resumed consideration of their Outstanding 

Recommendations relating to the Ministry of Finance. 

Paras 70-71 of Twenty-third Report-Assessment of Income-tax on 
restricted value of perquisites 

388. From the opinion (Appendix XX) of the Attorney General , 
in this case, the Committee observed that the stand taken by t h ~ m  
and the A u a t  had been right. When asked about the reactions of 
the Ministry to the opinion of the Attorney General, the represen- 
tative of the Ministry of Finance (Department of Revenue) stated 
that two issues arose out of it. The first concerned the Ministers 
exclusively. While the second and more important was the general 
one concerning every person who was provided with a residence by 
his employer. The question which confronted the Ministry now. 
was the way in which a rent-free or concessional rent house should 
be valued for the purposes of income tax. According to him the 
implication of the Attorney-General's opinion was to reckon the  
rent-free concession for income-tax purposes on the basis of the 
prevailing market rates. That, he thought, was never the intention 
of the law, nor of Government nor of Parliament; and that had also 
been the assurance give* by the Finance Minister on the floor of 
the House. He contended that the law was not worded properly 
and i t  needed amendment. If the house was unfurnished and 121 
if the house was unfurnished and 1 2 i  of the income if the house 
was furnished, ~hould be the rental value. 

The Committee desired to know why should not the rental 
value arrived at by the Municipalities be adopted for the purpose 
of income-tax. The representative of the Ministry stated that the 
Ministry would not always like to follow the municipal authorities 
in the matter and there had been instances where the I.T. authori- 
ties had arrived at a different rental value from that of the Munici- 
pality. In reply to a question, he stated that the assessment was 
being made on the following basis-so long as the accommodation 
provided was not lavish, 10 per cent. of the income of the & m n  

The Committee were not sure whether the interpretation put 
by the Ministry on the legal opinion was correct. They felt that 



. lor this purpose, reference made to the Attorney General should be. . 
, looked into. The Committee, therefore, desired that copies of the. 

reference* made by the Ministry to the Attornqy General for his 
opinion on the matter should be furnished to them. 

The Chairman, Members and C. & A.G. then paid tributes t o  
Shri S. Ratnam, the retiring Secretary, Ministry of Finance (Depart  
ment of Expenditure) which he gratefully acknowledged. 

Para 54 of the 16th Report-Irregular resumption of a pension 

889. From a note (Appendur XVIII), the Committee learnt that 
according to the Ministry the initial liability in respect of t h e  
pension in question would devolve on India and the Government of 
Pakistan would meet their share of the liability through the overall 
financial settlement between the two countries. 

The Comptroller and Au&tor General observed that the points 
for consideration that arose were, first whether the liability for 
payment of the pension was properly that of the India Government. 
Secondly, there was a lapse on the part of the High Commissioner 
for India in London because the resumption of pension had been 
without the requisite authorisation from Audit. Thirdly, the pen- 
sion was payable in some Indian treasury and not in the U.K. 

To a question, the representative of the Ministry of Finance 
(Department of Economic Affairs) replied that the Partition Agree- 
ment regarding financial liabilities covered the case in question a s  
well. To another question he replied that no overall settlement . 
had so far been reached with that Government. 

Pura 94 o j  Twenty-third Report-Relief and Rehabibtation of 
displaced persons 

390. Final decisiont may be expedited. 

Pays 265 of 23rd Report-Transfer of the work relating to pensiorrs, 
in respect of British personnel to U.K.** 

391. From a note (Appendix LXVII), the Committee observed 
that the Government had accepted the new arrangement maintain- 
ing the rate of interest at 1 per cent. as it was tidier and financially 
advantageous. The interest on the refund of excess due to India 
was also agreed at 1 per cent. 

When asked the reasons for agreeing to one per cent rate of 
interest on the refund of the excess due to India, the representative. __ _ _ _ _  _ _  _ ___I___--- 
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~f the Ministry stated that Government could not make the U.K. 
Government agreeable to a higher rate than that provided in the 
1948 agreement as the matter was treated as a connected whole. 
To another question, he replied that India's current position of 
sterling had been made better and not worse by the new agreement. 
Regularisation of expenditure incurred on a New Service without 

pproval of Parliament or State Legislature / The Committee then took up consideration of the note* 
nished by the Comptroller and Auditor General raising an im- 

portant principle of financial control by Parliament as to what actior 
should be taken to regularies expenditure on a New Service without 
obtaining a Supplementary Grant from Parliament or State Legis- 
lature, as the case may be, during the financial year. He had refer- 
red to a case that occurred in the U.P. State, wherein a sum of 
Rs. 10,000 was spent on certain exhibition--a New Service from out 
of savings available under other heads without obtaining a token 
Supplementary Grant during the financial year. It was held by 
Audit that as the money had been spent from the Consolidated Fund 
an a New Service without the authority of law as required in Article 
266(3), the expenditure must be deemed to have been automatically 
disallowed and the resulting "excess" should, therefore, be regularis 
el by the legislature. The Union Ministry of Law, whose advice 
was sought with regard to the procedure for regularisation of the 
'excess', expressed the view that an 'excess' of this kind did not 
come within the purview of Article 205(l) (b) of the Constitution 
Icorresponding to Article 115 (1) (b) pertaining to the Union] inas- 
much as this Article pertained to an excess on a Service already 
approved by the Legislature. The case seemed to be one whfch 
wm not covered by any of the provisions in the Constitution and 
i t  would probably be necessary to leave the matter eventually to 
the Public Accounts Committee for such action as they may con- 
sider necessary. 

During the course of discussion, the Comptroller and Auditor 
General pointed out that the provisions of Article 115(l) (a) and 
115(l)(b) of the Constitution were analogous to Rules N(1) and 49, 
respectively, of the former Indian Legislative Rules. He referred to 
para 29 of the Report of the P.A.C. on the Accounts of 1930-31 
-art II) where the Committee had given a direction to meet euch 
a situation Government had then proposed that provisions of Rule 
49 relating to regularisation of 'excess over grants' should also be 
made applicable to any 'excess' on account of a New Service referred 
ta in Rule 50(1). The then PAC. endorsed the conclusion reached 
at a discussion between the Chairman of tl-4 Committee ana H o P I * ~ ~ ,  

-.- ---- ----- 
*See Appendix LXVIIT. I 
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%he President of the Legislative Assembly that if there be any case 
4 New ~ervice '  in the Appropriation Accounts of a year, the usual 
form of the Resolution for taking the report of the Public Accounts 
Committee into consideration should be expanded so as to include. 
"and that the Assembly do approve of the expenditure". The Gov- 
ernment had accepted this procedure for regularising expenditure 
on a New Service ex post facto. The C. & A.G., therefore, suggested 
that the feasibility of a Resolution for regularising such expenditure 
under the present set-up also should be examined. 

In extenuation, the representative of the Ministry of Law stated 
that a fundamental difference was made between the position under 
the Government of India Act and the present Constitution, by the 
provisions of Article 204 (corresponding to Article 114 relating to 
the Union). Under Article 204(3) subject to the provisions of 
Articles 205 and 206 (corresponding to Articles 115 and 116), no 
money could be withdrawn from the Cohsolidated Fund except 
under appropriation made by law passed in accordance with the 
provisions of this Article. As exceptions envisaged in Articles 205 
and 206 did not a&lY to the expenditure in the present case, the 
general rule must apply. Under the Government of India Act, the 
Legislatures were circumscribed within certain limits but there was 
no Fund known as Consolidated Fund. There were only "revenues" 
of the "Federation" and "revenues" of the Provinces. The represen- 
tative of the Ministry of Finance agreed that there was a lacuna in 
the Constitution as there was no provision for regulating such cases. 
If Parliament decided that a mere Resolution would be suf3cient 
for regularising the expenditure that would be done. 

The Chairman drew attention to Article 206(1) (c) [correspond- 
ing to Article 116(l) (c)] and enquired whether an excess on account 
of a New Service could not be reguaarised by obtaining an excep 
tional grant as envisaged in that Article. The representative of the 
Ministry of Law stated that in his opinion such expenditure could 
not form an exceptional grant, as exceptional grant did not mean . 
regularisation of an irregular expenditure. The comparison of 
Articles 205(1) and 206(1) would show that the former applied to 
the regularisation or authorisation of something already done, while 
the latter applied to the authorisation of future expenditure. 

The Committee desired that keeping in view the spirit of the 
Constitution regarding supremacy of the Parliamentary Control over 
finance, the matter might be further examined in the light of these 
suggestions in consultation with the Attorney General and the Corn- 
mittec should be apprised of the outcome bv Februav. 1958. 

393. The Committee adjourned to meet again at 10-30 h o w  cm 
Monday, the 13th January, 1958. 
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2. Shri Ram Subhag Singh 
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Shri V. Subramanian, Deputy Seeretaw. 
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Shri K. G. Saiyidain, Secretary. 

Shri P. N. Kirpal, Joint Secretmy. 
Resent during the examination of the Ministry of RehrrbiUtattoR 

8hri Dhazmm Vira, Secretory. 



Ministry o j  Finance 

Shri M. S. Bhatnagar, Yinancicrl Adviser. 

b!IXNISTRY OF EDUCATION 

.Audit Report (Civil), ' l 9 5 6 P a r t  I, Para 3-Drawat of Money in 
advance of requirements 

395. A sum of Rs. 25,000 was advanced to a firm in March, 1954 
for the production of at least 25 books for the children during 1953- 
55, but no work was done by the firm nor were any accounts ren- 
dered. As the firm was unable to finish the work within the 
prescribed time, the entire amount waa refunded by them in 
October, 1955. 

I t  was explained to the Committee by the representative of the 
Ministry that the firm actually submitted manuscripts for 17 books 
and these were revised in the Ministry and sent back to the firm. 
However, as the firm was engaged in another project, it expressed 
its inability to complete the work within the time-limit and the 
money was refunded to the Government. He, however, conceded 
that the advance to the firm was given much in advance of require- 
ments. 

The Committee desired to know if there was any co-ordination 
between the various official agencies working in the field of litera- 
ture for children and neo-literates like Ministries of Education, 
Community Development and Information and Broadcasting so as 
to avoid any overlapping in the work done by them. The repre- 
sentative of the Ministry explained that they had already formed a 
co-ordinafing Committee with the Ministry of Community Devel- 
opment and they would consider the possibility of associating the 
Ministry of Information and Broadcasting with the same. He also 
promised to consider the suggestion made by the Comptroller and 
Auditor General of India that the work of producing books for 
children may be entrusted to one single agency. 

* 
Appropriation Accounts (Civil), 1953-54-Grant No. 20-Page 16 

Appropriation Accounts (Civi l) ,  1954-55-Grant No. 20-Page 19 

396. The actual expenditure under the head "Lump Provision 
for schemes under consideration" shows large variations from 
original estirnatea as well as from final Grant. It was explained to 
the Committee that this head denoted mainly the Centre's share 
for certain schemw executed by the States. In the beginning of 
&he plan, partly due to the fact that the States' machinery was not 
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fully geared up  and partly due to other reasons, the States coul& 
not fulfil these mhemes as per expectations with the result that 
savings occurred. However, as a result of steps taken by the 
Miinstry, such savings were on the decline every year. The Comp- 
troller and Auditor General suggested that i t  would be better if' 
in place of Centre bearing 50% of the actual expenditure, they 
might take the responsibility for financing 50% of the schemes, 
leaving it upon the States to fulfil the remaining 50%. The repre- 
sentative of the Ministry stated that such a division between the 
Centre and States would be possible so far as quantitative expan- 
sion was concerned. He, however, stated that the note given by 
the Comptroller and Auditor General of India on "Estimates and' 
Financial Control" as Appendix to Audit Report (Civil), 1956- 
Part I was under their active consideration. 

The Committee took exception to the practice of the Govern- 
ment making large provision of funds in Budget under :Lump sum 
provision for schemes under consideration" without chalking out 
any schemes in detail. The representative of the Ministry could' 
only express regret for the same. 

OUTSTANDING RECOMMENDATIONS 
Para 98 of the Sixteenth Report-Definition of powers and func- 

tions of the C.S.Z.R. by a statute 
397. The note* fubmitted by the Ministry was not vetted by 

Audit before submission to the Committee. The Committee im-. 
pressed upon the Ministry that all notes/memoranda submitter3 to 
the Committee must be vetted by Audit and they would therefore 
take up consideration of the note a t  a later date when the remarks 
of Audit on the s?me would be received. The representative of the 
Ministry explain4 that the note in question was submitted by the 
Department of Scientific Research and that he w d d  cornmunfcak 
the views of the Committee to that Department. 

MINISTRY OF REHABILITATION 
398. Ths Committee then took up consideration of the matters 

pertaining to the Ministry of Rehabilitation. 

Audit Report (Civil), 1956--Part I-Para 9-Extra Expenditure due 
to deky in payment 

369. Govemamt acquired in July, 1949, certain private plots. 
for rehabilitation of displaced persons. The rate of compemationl 
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to be offered to the owners was approved in December, 1951 and 
an amount of Rs. 3 l a b s  was placed at the disposal of the Land 
Acquisitioning Authority in December, 1952 but the actual disburse- 
ment took another 8 months. As a result of this delay an additional. 
payment of Rs. 60,878 hsd to be made by way of interest for which 
Government sanction was not obtained. 

' The representative of the Ministry explained that some un- 
avoidable delay was inherent in the procedure in regard to acquisb 
Hen of land. The State Governments were the agencies for the 
acquisitioh of land and sometimes delays occurred on their part 
also. He, however, admitted that in this particular case, there had 
been an inordinate delay which was not justified. As regards the 
present position of the case, it was stated that except for those 
persona who had challenged the rate of compensation either before 
the appropriate court or any other court of law payment of com- 
pensation had practically been made. He further stated that in 
order to avoid any such losses in future, they were now adopting 
the practice of placing the moiey at the disposal of the acquiring 
authority in advance so that payment of interest did not arise. 
The Committee desired that the Ministry should examine the ques- 
tion of compensation whenever land was acquired so that delays of 
this kind might be avoided. The Committee also desired to be 
furnished with information regarding action taken by the Minis- 
try (i) to issue sanction to cover the interest paid already, and (ii) 
for fixing the responsibility for delay in payment of compensation. 

Para 10 of the Audit Report (Civil), 1 9 5 6 P a r t  I-Relief an& 
Rehabilitation of Displaced Persons 

400. The total loans given to State Governments for rehabilita- 
tion of displaced persons amounted to more than Rs. 95 crorzs upto 
195435, while the sum realised by way of repayments was about 
Rs. 10 crores only. The representative of the Ministry explained 
that a number of these loans related to displaced persons in the 
States and they expected to realise a large amount of these loans 
by adjustments against their compensation. 

The Committee desired to know if the Ministry were agreeable 
to adjust the dues pertaining to other Ministries also from the com- 
pensation payable. The representative of the Ministry stated that 
they were adjusting agafnst such comperuetion the R.F.A. loano but 
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not  the arrears of rent due in respect of Government accommoda- 
tion occupied by displaced persons. When asked why a different 
principle was being adopted in the case of dues of another (the 
W.H.S.) Ministry, it was stated that while R.F.A. loans were part of 
the compensation money, the dues of other Ministries were not so. 

In reply to another question, the representative of the Ministry 
ogreed that it would be difficult for the Ministry of Works, Housing 
and Supply to realise dues from these displaced persons who were 
occupying Government buildings. He added that the Ministry 
would be happy if a policy decision were taken to adjust other dues 
-also from the D.Ps.' claims and the displaced persons would also 
lfke it. The Committee expressed the hope that it would be possible 

*, to And a way out for the adjustment of all dues to Government 
from the claim. 

OUTSTANDING RECOMMENDATIONS 

Para 93 of 23rd Report-Relief and Rehabilitation of displaced per- 
son.---loss 011 account of non-payment of rehabilitation loans 
by D.Ps.'h.ow calculated and at what intervals and whether 
any amount has been written 08 by the Centre 

401. The Ministry had not so far furnished the information. It  
.was explained by the Ministry that a revised para was sent by them 
to Audit and as soon as the same was received back, they would 
t ake  further action. 

Sixteenth Report 

Para 11!5-Contract for grinding wheat without tenders 

402. The Committee desired to know why specific sanction to 
relax the requirements of calling for tenders was not taken and 
why the Financial Adviser and Accounts Officer overlooked tnls fact. 
The representative of the Ministry promised to look into the matter 
.and furnish the requisite information. 

Para 116--Review of conduct of various Camp Commandants 

403. The Committee desired that they should be furnished with 
information regarding further action taken by the State Govern- 
ments concerned in respect of Items 13 and 15 of the statement* 
iurnished by the Ministry. 
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P a r a  117--0ficers employed in the various Camps against whom dis- 

ciplinary action was taken for frauds, embezzlements, etc. 

404. The Ministry have been able to recover an amount of 
Rs. 6,000* only out of Rs. 92,000. I t  was stated that these were all 
,old cases and most of the persons concerned had disappeared from 
the  scene. They, however, promised to make every endeavour to 
realise as much amount as possible. 

405. The Committee then adjourned to meet again at 15.00 hours 
ton the same day. 
- -. -- - - -- - .- - --- - - -- - -- 

*See Appendlx LXIX 



PROCEEDINGS OF THE THIRTY-FIFTH SITTING OF TH.E 
PUBLIC ACCOUNTS COMMITTEE HELD ON THE 13TH 
JANUARY, 1958 

406. The Committee sat from 15.00 hours to 16.40 hours. 

Shri T. N. Singh-Chairman. 

Members 

2. Shri Ram Subhag Singh 
3. Shri N. C. Laskar 
4. Shri Radhelal Vyas 
5. Shri A. C. Guha 
6. Shri N. R. M. Swamy 
7. Shri Upendranath Barman 
8. Shri Prabhat Kar 
Q. Shri P. T. Leuva 

Shri A. K. Chanda, ~ o m ~ t r o l l ' e r  and Auditor General of 
India. 

Shri P. C. Padhi, Additional Deputy Comptroller and 
Auditor General. 

Shri S. Venkataramanan, Accountant General, Centrat 
Revenues. 

Shri P. N. Bhandari, Director of Commercial Audit. 

Shri R. N. Chatterjee, Chief Audit Oficer, Food, Rehabilita- 
tion and Supply. 

Shri V. Suhramanian, Deputy Secretgq. 

Ministry of Finance 

Shri S. Ratnam, Secretary, Department of Expendttare. 
Shri M. V. Rangachari, Speciat Secretary, Department of 

Economic Afairs. 
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Shri S. Vohra, Joint Secretary, Department of Economic 

Afairs. 

Shri R. N. Hazari, Chief Administrator, Rehabilitation 
Finance Administration. 

Rehabilitation Finance Administration-Eighth Annual Report 

407. At the outset, the Committee desired to know the number of 
loan applications with the R.F.A. pending disposal. I t  was stated by 
the representative of R.F.A. that there were nearly 3,000 applica- 
tions in hand and that they expected to dispose all the loan applica- 
tions by June, 1958. The Committee desired to know about the 
future of the R.F.A. after that date. It  was stated that although 
lending part of work would cease, the Government were still being 
pressed by the displaced persons for opening of further lists of appli- 
cations. Moreover, there was work relating to loans also; and the 
R.F.A. had also to maintain their legal side as very often the Admin- 
istration had to use their right of recall in the case of those displaced 
persons who failed to pay the insialments. However, every effort 
was being made by them to bring down the establishment charges , 

The Committee felt that the R.F.A. had already continued for a much 
longer period than was originally contemplated and it was time for 
Government to examine the question of the future set-up of the 
R.F.A. and arrive at a policy decision in the matter. 

The C. & A. G. pointed out that in their 15th Report, the Public 
Accounts Committee had recommended to the Government the 
appointment of a Committee to recommend a total overhaul of the 
Administration. In pursuance of this recommendation, he had a 
meeting with the representatives of the Finance Ministry where it 
was suggested that the entire question in all its aspects should be 
examined by the special Committee to be appointed by the Ministry 
of Finance. But later on, as the Government decided that the scope 
of enquiry by the proposed Committee should be restricted to a few 
aspects alone making the Committee a Departmental one, the 
C. & A.G. did not see any point in associating himself with that Com- 
mittee. The Committee desired to know why the recommendations 
made by them in their 15th Report was not acted upon by the Gov- 
ernment. The representative of the Ministry stated that the Bhide 
Committee was appointed in pursuance of the recommendation of 
the Committee. The Committee were of the opinion that there had 
been a change in the situation relating to the grant of loans to dis- 
placed persons by the R.F.A. as displaced persons from East Pakistan, 
unlike those from West Pakistan had no compensation claims. It, 
therefore, seemed necessary that Government' should take a policj 
decision on the subject as early as possible. 
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The Committee desired to know the present position relating to 

the loans overdue to the extent of Rs. 3.56 crores. The representa- 
tive of the Administration stated that these figures were being reduc- 
ed progressively. This figure compriseq the instalments of loans not 
paid and the entire amount of loans recalled in the case of those 

. loanees who had failed to pay their instalment. He added that these 
amounts were due for recovery from the compensation claims of the 
displaced persons. 

The Committee then drew attention to pages 4 and 5 of the 
Eighth Annual Report of the Administration laid'on the Table of the 
House wherein it had been stated "the loanees from East Pakistan 
can be classified in four broad categories", and desired to know the 
number of loanees and amount of loans advanced to each category, 
the amounts overdue from the displaced persons from West Pakistan 
and East Pakistan separately. The representative of the Ministry 
promised to furnish the information*. - 

The Committee desired to know what action had, been taken on 
the suggestion by the ex-Chief Administrative Officer, R.F.A., in page 
6 of the 8th Annual Report that the Administration should be con- 
verted into a "Relief Bank". The representative of the Ministry 
stated that the suggestion was not acceptable to Government. 

408. The Committee then adjourned till 10.30 hours on Tuesday, 
the 14th January, 1958. 

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

'See Appendix XXIV-A. 
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MINISTRY OF FINANCE 

[Industrial Finance Corporation) 

Audit Report (Civil) 1956--Part I-Para 23-Int+-oductory 
410. The accounts of the Industrial Finance Corporation for the 

year ended the 30th June, 1955 disclosed a net profit of Rs. 9,69,509 
after making a provision of Rs. 15 lakhs on account of doubtful debts. 
No provision had, however, been ma* against the estimated short- 
fall of about Rs. 50 lakhs in the case of the loan to the Sodepur Glass 
Works Limited. The entire profit had been set aside by the Corpora- 
tion as a provision to meet its tax liability for the year, as under the 
Income Tax Act no allowance is made on account of doubtful debts 
until they actually become bad. To meet the annual guaranteed 
dividend at 23 per cent., the Central Government had paid 
Rs. 11,25,000 to the Corporation thereby bringing the total amount 
of such subvention to Rs. 42,20,490. 

To a question, the Chairman of the Corporation stated that the 
Corporation had actually written off the loan of the Sodepur Glass 
Works out of its profits and now all that remained to repay was the 
Government subvention received so far. The Comptroller and 
Auditor General explained to the Committee that the situation had 
improved very considerably and if the present rate of improvement 
was maintained there was every possibility of the subvention being 
repaid wholly in the course of the next two years. 

To another question, the Chairman of the Corporation replied that 
in the last two or three years, the Corporation had not to 
write off any amount except Rs. 50 lakhs in the case of Sodepur 
Glass Works and Rs. 11 lakhs in the case of the Punjab Vanaspati. 
In reply to a further question he stated that normally the loans 
advanced by the Corporation were secured on the assets of the loanee 
and had a cover of 50 per cent. as margin. In certain cases the Cor- 
poration had advanced money on Government's guarantee and prac- 
tically all the loans to Sugar Co-operatives had been guaranteed by 
the Central Government and the State Government concerned. 

At this stage, the Comptroller and Auditor General intervened to 
say that similar other cases had come to his notice where Govern- 
ment had guaranteed loans granted to industries by the International 
Bank for Reconstruction and Development. In the United Kingdom 
there was a provision that wherever a guarantee was given which 
involved a contingent liability on the Consolidated Fund of Govern- 
ment, the matter was placed before the Parliament. But there was 
no such arrangement in India. The Secretary, Ministry of Finance 
(Department of Economic AfTairs) agreed that the matter was cer- 
tainly worthy of examination. But he did not think that it would be 
possible for each case being discussed in the Parliament and it might 



b e  desirable to get the general authority of Parliament on certain! 
lines in regard to the policy to be followed in the guaranteeing of 
these loans. 

The Comptroller and Auditor General stated that he would include 
a .para in the next Audit Report. 

The Committee then proceeded with the consideration of various 
cases reported to by Audit in para 23 of Audit Report (Civil) 1956 
Par t  I. 

Excessive payment of dearness allowance to officers 
411. Although, as a rule, the Corporation had been adopting the 

lorders of Government regarding grant of D.A. issued from time to 
time, in two important respects, the Corporation had departed from 
the Government scheme of dearness allowance. Firstly, the Gov- 
ernment scheme for abolition in three annual stages of the D.A. of 
officers drawing pay in excess of Rs. 1,000 from 1st June, 1953 was 
not applied to the corresponding employees of the Corporation until 
1st February, 1956. Secondly, the distinction obtaining between the 
married and unmarried scales of D.A. of gazetted Government ser- 
vants had not yet been adopted for application to Corporation 
employees. 

The Committee wanted to know the reasons which induced the 
Corporation to deviate from the Government rules. The Chairman 
~f the Corporation stated that there were variations in the pay struc- 
tures of Government and the Corporation. He added that the Cor- 
poration had since adopted the Government rates of dearness allow- 
ance for all its employees. 
Extra Contractual en~oluments to ojjicers appointed on all inclusive 

rates of salar!g 

412. According to Audit there had been an over-payment of 
Rs. 12,388 as House Rent to 3 officers who had been appointed on all 
inclusive rates of salary. The Committee were satisfied with the 
explanation of the Ministry. 

P u ! y n ~ m t  of terrntrfal leave salary .to the Managing Di~ector 
413. The Corporation paid its retiring Managing Director a lump 

sum of Rs. 21.000 on the 7th June. 1955 being the amount equal to six 
months leave salary on the espiry of the terms of his contract, which 
ended on that date. 

The Committee wanted to know whether it was an ex-gratia pay- 
ment to the officer. The Chairman of the Corporation stated that the 
amount of Rs. 21,000 had been paid to the Managing Director in lieu 
of six months' leave which, it was held, was due to him at the end 
of the contract, according to the staff regulations 



When asked whether there was anything on record to show that. 
the officer wanted leave, he replied in the affirmative. 

The Committee enquired whether the Corporation was compe- 
tent to sanction the payment. The Chairman of the Corporation 
stated that under the provisions of the I.F.C. Act, the Managing 
Director was to be appointed by Government. He added a reference 
was made to Government regarding the terminal leave concession 
of the ex-Managing Director and the reply from the government 
was as under: 

"When an officer enters Government service on contract, the 
contract normally includes a provision indicating that 
leave that would accrue to the officer's credit would be 
available beyond the period of contract if such leave is 
refused during the period of the contract. It is, however, 
for the Board to decide whether they would follow such 
analogy in granting leave in this case." 

The Committee learnt that under Government rules an officer 
would be entitled to leave on full pay for not more than 4 months 
in such cases and for any period in excess thereof, he would be paid 
half pay. The Committee desired to know why the Corporation 
chose to pay full pay to the ex-Managing Director for the extra 
period of two months especially when the conduct of that oflicer had 
been criticised by the P.A.C. in their earlier Reports. The Chairman 
of the Corporation stated that on receipt of the reply from Govern- 
ment, the Board of Directors took a decision to pay the lump sum 
and read out from the relevant proceedings of the Board meeting. 

The Committee were not sure whether the action of Government 
in this case was legally correct in remitting this case for decision to 
the Corporation as the powers of appointment of the Managing 
Director of the Corporation vested in Government. They desired 
that Government should examine this question in consultation with 
Attorney General. 

Grant of excessive pay to Corporation's employees posted to the 
loanee companies 

414. The Corporation while posting its officers in certain loanee. 
companies to watch its interests, granted substantial increases in. 
remuneration ranging from 23 per cent. to 54 per cent. 

In reply to .a question, the Secretary, Ministry of Finance stated' 
that the draft staff regulations under consideration in this regard 
provided that the extra emoluments to employees posted to loanee, 
companies would not exceed 25 per cent. of the pay and allowances. 
When asked whether the Corporation had informed its employ- 
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posted to loanee companies that their excessive payments would be 
subject to revision, the Chairman of the Corporation stated that after 
the instances quoted by Audit there had been no case of any officer 
drawing excessive pay. In reply to a suggestion, the Chairman of 
the Corporation stated that ceiling would also be prescribed in such 
cases. 

Review of Loan Accounts 

415. From its inception to the 30th June, 1955 the Corporation 
sanctioned loans aggregating Rs. 28,07,75,000 to 125 companies but 
81 of them only availed of the facility and the total amount advanced 
was Rs. 14,52,96,304. . 

To a question, the Chairman of the Corporation stated that in a 
few cases only companies declined to take sanctioned loans because 
either they were able to raise the money elsewhere or they changed 
their plans in a way not acceptable to the corporation. In some 
cases 50 per cent. cover to loans was not forthcoming. But in no case 
there had been refusal of sanctioned loans because of delays in the 
Corporation's sanctioning the loan. Proceeding, he stated that loan 
sanctioned is withheld if the loanee fails to conform to the condi- 
tions attached to the loan. But such cases were not many. To another 
question, he replied that i f  t h e  Corporation was satisfied that addi- 
tional loans would create addit~onal assets, fresh loans were granted 
even before the realisation of the earlier loan. 

OUTSTANDING RECOMMENDATIONS 
ga ra  112 of Fifteenth Report-Sodepur Glass Works case 

416. From the note (Appendix XXX) furnished to them, the Com- 
mittee understood that the Corporation was making efforts to settle 
the matter with the guarantors. 

Explaining the present position of the factory, he observed that 
the factory was doing extremely well and the glass sheets produced 
there were having good market. The average production was 700 
cases per day as against the installed capacity of the factory of 1,000 
cases per day. He informed the Committee that- the new Company 
had paid the first instalment of sale price and interest due to the 
Corporation under contract. 

417. The Committee .had then some general discussion about the 
drafting of their Reports and adjourned to meet again at  10.00 hours 
on Thursday, the 6th February, 1958. . 



PROCEEDINGS OF THE THIRTY-SEVENTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON THURSDAY, THE 

6TH FEBRUARY, 1958 
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2. Shri Ram Subhag Singh 
3. Shri Radhelal Vyas 
.4. Shri A. C. Guha 
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7. Shrimati Tarkeshwari Sinha 
8. Shri N. Siva Raj 
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10. Shri Shyam Dhar Misra 
91; Shri Jaswant Singh 

Shri A. K. Chanda, Comptroller and Auditor General a; 
India. 

Shri P. C. Padhi, Additional Deputy Complroller and 
Auditor General. 

Shri S. Venkataramanan, Accountant General, central%+ 
venues. 

Sh r i  P. N. Bhandari, Director of Commercial Audit. 
Shri R. N. Chatterjee, Chief Audit Oficer, Food, Rekabil,i 

tation and Supply. 
SECRETARIAT 

Shri V. Subramanian, Deputy Secretary. 
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Present during the examination of the  
Ministrg of Health 

Shri V. K. B. Pillai, Secretary. 
Lt. Col. C. K. Lakshmanan, Director-General of Health 

Services. I 
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Ministry of Finance 

.Ski P. K. Basu, Financial Adviser. 

Present during the examination of the 
Ministry of External Affairs 

Shri S. Dutt, Foreign Secretary. 
Shri B. N. Chakravartty, Special Secretary. 

Shri R. K. Tandon, Joint Secretary. 
$ 

Ministry of Finance 

Shri M. S. Bhatnagar, Financial Adviser. 

MINISTRY OF HEALTH 

Appropriation Accounts (Civil) 1953-54; Page 7, Grant No. 49- 
Medical Services and Page 21, Grant No. 51-Miscellaneous ex- 
penditure under the Ministry of Health, Appropriation Accounts 
(Civil) 1954-55: Page 9, Grant No. 49-Medical Services, Page 
22, Grant No. 50-Public Health and Page 29, Grant No. 51- 
Miscellaneous expenditure un.der the Miniszry of Health. 

419. The Committee noticed large savings ranging from 28 to 60 
per cent under these Grants. For example, a provision of Rs. 25 
lakhs was made under sub-head F. 7 in Grant No. 49 of 1953-54, on 
account of staff and equipment of the All India Medical Institute 
against which only Rs. 97,433 were spent. For the same, a provision 
of Rs. 27:45 lakhs was made in the following year and the expendi- 
ture was only Rs. 9,03,247. Similarly, under sub-head B. 4.-Grants 
to States for National Filaria Control Scheme under Grant No. 50 in 
1954-55 accounts nothing was spent out of a provision for Rs. 83:78 
lakhs. In the same Grant out of a provision of Rs. 30 lakhs under 
sub-head E. 4 (1) Fanlily Planning, only Rs. 5,514,362 were spent. The 
C. & A.G. slated that 1955-56 figures also indicated the same trend of 
over-budgeting. 

The representative of the Ministry stated that health schemes 
were implemented through State Governments and when they were 
unable to spend, Central subsidy asked for was less than what had 
been provided for in the budget. He added that the budget provi- 
sion for a scheme was made after the Ministry received an assur- 
ance from the State representative that the scheme would be im- 
plemented. 

The Committee were of opinion that in view of recurrinq over- 
budgeting, merely such an assurance was not enough. They felt 
that it would be prudent on the part of the Ministry not to accept 



any scheme put forward by the State Governments unless its details 
had been worked out and it had received the concurrence of States' 
Fkance Departments. They desired the Ministry to profit by past 
experience and to avoid over-budgeting. 

When asked to state the reasons for not spending anything on the 
National Filaria Control Scheme, the representative of the Ministry 
stated that the scheme was dependent on supplies- of equipment 
from the Technical Co-operation Administration of U.S.A. The 
T.C.A., however, withdrew the offer and the entire amount had 
to be surrendered. In reply to another question, he stated that a 
lump sum provision was made for the All India Medical Institute 
on the understanding that the architects would put up the plans by 
May or June that year but that did not materialise and resulted 
in savings. The Committee were of the opinion that in such ccses 
the Ministry should start with a small provision and if there was 
rapid progress in the construction, recourse may be had to supple- 
mentary grant. 

Answering a query regarding the large savings under Family 
Planning in 1954-55, the representative of the Ministry stated that 
family planning units were run through State Governments and 
some of them. withdrew from the scheme. He added that during 
the current financial year there would be no savings as they hnd 
started giving 80 and 100 per cent assistance to States and volun- 
tary associations, respectively for family planning schemes. To a 
question, he replied that Government Officers inspected these insti- 
tutions and sent reports on the working of these schemes. 

Appropriation Accounts (Civil) 1953-54; Page 16, Grant No. 50- 
Public Health, Note 1 

420. A sum of Rs. 16,27,939 was surrendered, though the final 
result disclosed an excess of Rs. 1,58,10,262. The Committee noticed 
that the excess over the Grant exceeded 100V and under item "C- 
Grants for Public Health Purposes" alone, the Ministry went on 
sanctioning amounts up to Rs. 2,27,90,737 while the total of the 
Grant was only Rs. 1,15,08,000. 

The representative of the Ministry stated that the excess occur- 
red due to adjustment of expenditure relating to T.C.M. aid. He 
added that no budget provision had been made on the revenue side 
for it, because the accounting procedure in respect of T.C.M. aid 
was finalised only in 1954. To a question, the representative of the 
Ministry of Finance replied that the excess was purely a matter cf 
adjustment in accounts. 



The Committee were of the view that when the Ministry knew 
'that a certain equipment would be received in a particular year, 
they should have tried also t o  know how to account for that in the 

accounts. 

Page 25, Grant No. 126-Capital Outlay of the Ministry of Health, 
Note 7, Item (ii) 

421. Out of the stores of the value of Rs. 3,55,397 received from 
M.S.D., Delhi on its closure in the year 1950, stores of the value of 
Rs. 96,809 were received short, broken or already deteriorated. 

The Committee were pained to see that the shortages continued 
to be shown even after seven years after they had been reported. The 
representative of the Ministry conceded that there had been an un- 
satisfactory management of the M.S.D., Delhi. He stated that expla- 
nations had already been called for from certain officers and promised 
to send the Committee a note* regarding fixation of responsibility 
for unsatisfactory state of affairs in M.S.D., Delhi, 

The Committee also desired to be furnished with a note* indi- 
cating the present position of stores with the Ministry, arrange- 
ments for their proper accounting and utilisation in time, machinery 
for disposal .of surplus stores and action taken or proposed to be 
taken to remove defects. if any, that have been noticed in the 
general position of stores. 

Appropriation Accozcnts (Ciz:il) 1954-55; Page 36, Grant No. 125- 
Capital Outlag of the Ministr~j of Health. Note 11 (ii)-Medical 

Stores Depot, Bombay 

422. No rent has been received since October, 1951 for a part of 
the Depot premises let out to a tenant at Rs. 307 p.m. 

The representative of the Ministry stated that orders had been 
passed three years ago to file a suit against the occupant. But due 
to change in solicitors and also their wanting more and more in- 
formation, the matter had been delayed. In reply to a question, 
he stated that the occupant had written that he was prepared to 
pay all the arrears of rent. But the Ministry felt that once the 
rent was accepted, his tenancy would stand accepted automatically. 

In reply to a question, the representative of the Ministry stated 
that they had given the party notice saving that his failure to 
vacate the premises would cost him rent of Rs. 600 p.m. He assured 
the Committee that a suit against the occupant for wrongful occu- 
pation would be filed shortly. 
- -  - - -  - - - .  - - -  -- -. - - 

*See Appendix XLIII. 
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MINISTRY OF EXTERNAL AFFAIRS 

Appropriation Accounts (Civil), 1953-54 

Page 1, Grant No. 22-Tribal Areas 

423. Out of the total grant of Rs. 3f crores, the savings were 
over Rs. 74 lakhs. The entire provision of Rs. 403 lakhs for re- 
organisation of Assam Rifles [sub-head A1 (16) -Account 1) re- 
mained unutilised. Similarly, provision of Rs. 58 lakhs for this 
reorganisation made in the preceding year was not utilised. The 
Committee were informed by the C. & A.G. that in 1955-56 also 
the entire provision of Rs. 5,50,000 under this head had been :iur- 
rendered. k 

In reply to a question, the representative of the Ministry stated 
that in the absence of details, a lump sum provision had been made 
under this sub-head. But when the expenditure was incurred, entire 
amdunt was reappropriated to sub-head A1 (5). The Committee 
were of the opinion that such reappropriations should not be made 
a regular feature as inclusion of lump provision every year dis- 
closed lack of proper planning in advance. 

Page 21, Grant No. 23-External AfJairs, Note 8, Group-head B-5 

424. An officer entitled to travel by ordinary first class in an 
ordinary steamer, actually travelled by luxury liner. His maid- 
servant, who was entitled to the same class of passage as the 
Officer, costing £105-7-6 travelled also by the same ship, but in 
tourist class, the passage costing £59. This difference of £46-7-6 
was set off by the officer against the refund due from him. It was 
reported that the officer was under a born jide misapprehension 
(derived from incorrect information given to him by the High 
Commission) and he refunded £32 and recovery of £46-7-6 was 
waived by Government. 

The representative of the Ministry stated that the officer should 
not have been made to pay anything as by his travelling by the  
luxury liner Government were saved expenses of his compulsory 
stay at London en route if he were to travel by an ordinary liner 
and it was economical for government to have permitted him to 
travel by the luxury liner. 

The Committee felt that even so, the proper course would have 
been to grant sanction to the officer to travel by luxury liner as a 
special case. But off-setting the savings in the fare of maid-servant 
agaillst the excessive expenditure incurred by the officer was not 
only against financial rules, but also wrong in principle. 



Page 22, Grant No. 23-External Aflairs, Note 11 

425. An individual was appointed on trial in the Central Re- 
covery Organisation without any sanctioned post. He did not p r o w  
suitable- and his services were terminated with an ex-gratia pay- 
ment of Rs. 1,200 on an ad hoc basis. 

TO a question, the representative of the Ministry stated that at 
that time the Recovery Organisation was under the administration 
of a non-official and later on it was taken over by Government. To 
another question he replied that the ex gratia payment was made 
by Government after consultation with the Ministry of Law because, 
a commitment had already been made by thk non-official who was 
in charge of the organisation. 

The Committee felt that such ex gratia payments might tempt 
other non-official organisations to appoint staff and get them paid 
salaries afterwards. The representative of the Ministry admitted 
that it was a bad case and could not be defended on merits. He. 
hoped that such things would not recur as the organisation itself 
had been disbanded since then. 

Page 22, Grant No. 23-External Affairs, Note 12 (1953-54 accounts) 
and Page 24, Note 8 (1954-55) 

426. The above notes related to write off of outfit allowance. 
amounting to Rs. (4,700 granted to some officials prior to their trans- 
fer abroad as their postings were subsequently cancelled and the 
persons concerned had utilised the amount. 

In reply to a question, the representative of the Ministry stated' 
that the orders in force at present made it clear that if such an 
allowance was given to an officer who subsequently could not be 
pasted abroad, the amount would be either recovered or adjusted 
against his future entitlements. In these cases he said that he was 
satisfied that the amounts had been actually spent on equipment 
by those officers. In one case only such allowance had been granted 
twice in the past. The Committee observed that such exceptions 
in individual cases created an impression of favouritism. The re- 
representative of the Ministry assured the Committee that the- 
rules had been formulated now and were being enforced strictly. 
He hoped that such cases would not recur. 

Page 23, Grant No. 23-External Afiaiw, Note 5 (1954-55 accounts) 

427. In this case supplementary grant of Rs. 30,67,000 voted by 
Parliament in February, 1955 proved unnecessary as even without 
it there would have been a saving of Rs. 3,10,878. The representa- 
tive of the Ministry stated that the original figures had to be revise6 
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in January, 1955. But some of the anticipated expenditure did not 
materialise which resulted in savings. The Committee desired that 
Ministries should evolve a procedure whereby such recurring sav- 
ings could be avoided. The representaffve of the Ministry assured 
the Committee that he would examine the possibility of reducing 
savings as far as possible. The Committee desired that efforts made 
in this direction and the results achieved might be reported to 
them 

.Page 39, Note 2 (1953-54 accounts) and page 55, Note 3 (1954-55 
accounts)-Administration of the scheme of Assistance 

428. The total amount written off from the evacuees from war 
zones during these two years was Rs. 16,20,055. The Committee 
felt that when amounts were written off in driblets, the Parliament 

, did not appreciate the magnitude of the loss in full. They desired 
to be furnished with a note indicating the amount of advances made 
under the scheme, amounts recovered and written off so far, amounts 
outstanding and the cost of staff that was being maintained to 
pursue the recoveries of advances. 

Fifteenth Report 

Para 57-Outstan.ding Recoveries 

429. From a note (Appendix LXX) the Committee understood 
that the Ministry had decided in consultation with the C. & A.G. 
and Finance to clear the outstandings in the Suspense Accounts by 
debit to the head "64-C-Pre-Partition Payments" and that necessary 
instructions had been issued to that effect. 

Paras 59-6e-0verdrawal of Exchange Compensation Allowance 
430. The Committee considered Ministry's memo (Appendix 

LXXI) and noted that action has been taken against the officers con- 
eerned. 

Sixteenth Report 

Para 38-Purchase of furniture without tenders 

431. From a note (Appendix XI), the Committee understood that 
in view of the urgency of the demand in the interest of public ser- 
vice, the supplies of these items were obtained from available sour- 
ces in bulk at reduced cost, even if competitive rates were not 
avaihble for some of the items. 
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The reprdentative of the Ministry stated that competitive ten- 

ders were not possible for furniture in such small scales in foreign 
countries; nor was it easyVfor a non-technical head of a 
Mission to check up what stuff was supplied. In reply to a question 
he stated that instructions had been issued that while purchasing 
furniture, durability should be one of the important considera- 
tions and catalogues of about half a dozen suppliers should always 
be looked into. To another question, he replied that so far as 
furniture for residences was concerned the scale had been standar- 
dised and furniture not more than worth Rs. 1,000 only in a year 
could be purchased without Government sanction. 

Para 40-Extravagant expenditure on rental 

432. No comments! 

Para 42-Extravagant expenditure on residental accommodation 

433. No comments.' 

Para 44--Non-recovery of full dues 

434. No comments. 

Para 46--Purchase of whisky by High Commissioner for India in the 
U.K. 

435. No comments. 

Para 47-Budgeting and financial control of Indian Missions abroad: 

436. The Committee desired to be furnshed with a note* giving 
the principles underlying the refixation of foreign allowance as re- 
commended by the Foreign Service Inspectorate and the suggestions 
made by the Inspectorate in the matter of control over budgeting 
and financial matters of Indian Missions abroad. 

Para &Financial powers of the High Commissioner for India in 
the U.K. 

437. The Committee desired that the requisite note may be ex- 
pedited. 

Twenty -third Report 

Paras 36, 37, and 38-Infructuous expenditure on lease of building 

438. From a Note ( ~ ~ & d i x  LXXII) the Committee understood 
that their observations had been brought to the notice of the High -- -- - 

*See Appendix XII. 
462 LS.-14. 
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Commissioner for India. To a question, the representative of the 
Ministry replied that the charge dYa#aires had joined on the 7th 
December, 1957. 

Para 41-Haspitability Fund of the Ministry of External Anairs 
439. From the statement (Appendix XIII), the Committee under- 

stood that the Government had revised the eeiling rates for various 
types of entertainments. In reply to a question, the representative 
of the Ministry stated that the question of entertainment in private 
houses was still under consideration. He thought that such an 
arrangement might be necessary for social contracts because 
foreigners sometimes liked to meet Indian officers in their houses, 
and overhead charges in hotels were high. When asked whether a 
ceiling had been fixed on the number of people to be entertained 
in a year, he stated that the Ministry were going to discuss that 
with the C. & A. G. The Committee desired that the Ministry 
should frame a set of rules regarding this matter so that they might 
be subjected to check by audit. 

Para 46-Advance for purchase of motor cars 

440. The Committee were not satisfied with the Ministry merely 
noting their observations. The C. & A. G. intervened io say that 
action against. the officer concerned in this particular case was being 
considered by the Ministry in another context. 

Paras 49, 50 and 51-UnauUhorised use of Govt. cash for private 
purposes 

441. The C. & A. G. stated that he had seen the original papers 
and was satisfied. The Committee treated the case as closed. 

Para 54-Irregular personal claims of an oficer 
442. In reply to a question, the representative of the Ministry 

stated that the Ministry of Home Affairs had issued a circular to 
prevent such cases. The Committee felt that it was essential in case 
of any officer of a Ministry being re-employed by another Ministry 
that the former should promptly inform the latter about the ante- 
cedents of the officer concerned. It was felt that in the case of this 
particular officer, the matter could now be taken up only by the 
Ministry of Transport. 

Para 57-Infructuous expenditure on residentid accommodation in 
an overseas Mission 

443. The representative of the ~ i n i s t r ~ '  stated that ceilings for 
taking houses on rent had been laid down and instructions had been 
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issued as to how the accommodation once taken should be utilised 
in case an officer was transferred and no other officer was posted in 
his place. i i  

Paras 60 and 61-Purchase of Chancery buildiltg 
444. The Committee desired that the Ministry of Finance 

(Department of Expenditure) should resubmit their note, directly 
sent to the Committee on the eve of their sitting, through Audit. 
The representative of the Ministry of Finance stated that sanction 
was given as it was urgently required. It was however, subject to 
conditions (i) that the property should have no encumberances 
and be transferable without any litigation (ii) title deeds should 
be examined by the Ministry of External Affairs (iii) necessary 
indemnity clause should be inserted to guarantee the position of the 
Government of India; and (iv) full particulars of the property with 
plans and estimates should be furnished. 

The Committee were of opinion that the Ministry of Finance 
should not have surrendered their function to the administrative 
Ministry. They felt that the sanction should have been accorded 
by Finance only after they were fully satisfied about the points 
regarding which caveats were entered by them in the sanction. 

The representative of the Ministry of External Affairs stated 
that to prevent such things in future clear instructions had been 
issued. 

Paras 62 and 66-Advance payment by the High Commissioner for 
India in London for acquisition of premises (Gaiety Theatre) 

445. No comments. 
The Committee then adjourned to meet again on the next day, 

the 7th February, 1958 at 10.00 hours. 



PROCEEDINGS OF THE ~IRTY-EIGHTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON FRIDAY, THE 7TH 

FEBRUARY, 1958. 

446. The Committee sat from 10-00 hours to 13-15 hours. 

Shri T. N. Singh-Chairman. 

Members 
2. Shri Ram Subhag Singh 
3. Shri N. G. Ranga 
4. Shri Radhelal Vyas 
5. Shri A. C. Guha 
6. Shri N. R. M. Swwmy 
7. Shri H. C. Dasappa 
8. Shrimati Pushpalata Das 
9. Shri Syham Dhar Misra 
10. Shri Jaswant Singh 

Shri A. K. Chanda, &nnptroller & Auditor General of India 
Shri P. C. Eadhi, Additional Deputy Comptroller & Auditor 

General. 
Shri S. Venkataramanan, Accountant General, Central 

Revenues. . ! 

Shri P. N. Bhandari, Director of Commercial Audit. 
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Shri V. Subramanian-Deputy Secretary. 

Present du1-in.g the examination of the Ministry of Labour & 
Employment 

Shri P. M. Menon, Secretary. 
Shri R. L. Mehta, Joint Secretary. 
Shri S. Abdul Qadir, Directm General, A.I.R. 
Shri T. R. V. Chari, Principal Inf~rmcltion Officer, P.1.B. 
Shri U. S. Mohan Rao, Director, Publications Diddon. 
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MINISTRY OF FINANCE 

Shri P. K. ~asu-~i&ncial Adviser. 

MINISTRY OF LABOUR & EMPLOYMENT 
447. The Committee first took up consideration of the accounts 

relating to the Ministry of Labour & Employment. 
Appropriation Accounts (Civil) 1953-54 and 195455, Page 10--Grant 

No. 67-Miscellaneous Departments and Expenditure under the 
Ministry of Labour 

448. There was a saving of Rs. 67-314 lakhs out of total grant of 
'Rs. 317 lakhs in 1953-54 and a saving of Rs. 110 lakhs out of a total 
grant of about Rs. 325 lakhs in 1954-55. 

The Committee wanted to know the reasons for such large savings 
under the grant. The representative of the Ministry stated that 
these savings had mainly occurred under the housing schemes under 
the Coal Mines and Mica Mines Welfare Funds due to shortage of 
Cement and Steel. He, however, stated that the position was 
expected to imprwe in future. He also admitted that there were 
large accumulations under these Welfare Funds. The Committee 
desired to be furnished with a note on the working of these Welfare 
Funds. They desired that the welfare activities should be carried 
out with greater speed and for that purpose detailed planning of the 
scheme should be undertaken well in advance. 
Appropriution Accounts (Civil) 1954-55-Pages 19-21--Grant No. 67- 

Miscellaneous Departments and Expenditure under the Ministry 
of Labdur & Employment 

449. Constructions of five major works above Rs. 50,000 was start- 
ed without obtaining sanctions for estimates. The representative 
of the Ministry stated that the work had since been sanctioned. 
The Committee observed that the practice of giving ex-post facto 
sanction was not proper as starting work without sanction resulted 
in laxity of financial control. The Committee further pointed out 
thet in respect of these works, no specific provision was made, but 
only a lump sum provision was made. They deprecated this tendency 
of obtaining lump sum provisions. The representative of the Min- 
istry stated that this practice had since been given up. He promised 
to furnish a note giving the particulars of schemes which were 
started without estimates. 

Appropriation Accounts- (Civil) 1954-55, Page 27-Note 6-Drawd 
of a Forged Bill 

450. In October, 1949, a sum of Rs. 800 was drawn on a contingent 
Bill from a subtreasury by forging the signature of the drawing 
officer of a certain Regional Organieation. Neither the drawer nor 



tbe endorsee could be traced. The questions of Axing the responsi- 
bility for the loss, cas also of the char& of its recovery was stated 
to have been under the consideration of the State Government since 
January, 1953. 

The Comptroller & Auditor General of India pointed out that the 
Treasury Ofacer was also responsible for this payment as according 
to the Treasury rules and procedure he should require a letter autho- 
rising the person to receive the payment which was not produced 
nor demanded before payment was made. The Committee were 
distressed to note this and desired that the Ministry should draw the 
attentian of the West Bengal Government to the fact that the Public 
Accountsl Committee were surprised to see that e decision in the case 
had not been taken wen after a lapse of 8 years, and the reectim of 
that Government should be communicated to the Committee. The 
representative of the Ministry promised to pursue the case with the 
State Govenunent and to send a detailed note* to the Committee in 
due course. 

Appropriation Accounts (Civil) 1954.5'5-Page 27-Misappropricstfon 
of Govmment money and stores* 

451. In an Industrial Training Institute, a sum of about Rs. 4,211 
was misappropriated during 1952-53 and 1953-54 by f a l s k t i o n  of 
accounts by the Accounts Clerk who was prosecuted and sentenced 
by Court to 8 months' rigorous imprisonment. He was also dismissed 
from service from 30th December, 1955. For laxity of supervision, 
the Principal and the Deputy Manager were censured and sums of 
Rs. 400 and RB. 200, respectively, were recovered from the* Actiran 
against a previous Deputy Manager, who was also involved was 
stated to be pending. 

The Committee desired to know what action had been t a k a  
aSafnet the previous Deputy Manager. The representative of the 
Ministry stated that the concerned offlcfal belonged to the Railway 
Department and he had since reverted to the Railway Department. 
Dieciplinary action was being taken against him by the Railway 
Department The Comptroller & Auditor General pointed out that 
this raised e very important issue. When a Department borrowed 
the services of some offlcer and the latter committed some frregu- 
Zarity while in the service of the borrowing Department, it was not 
sufR.cient for the borrowing Department to revert him to his parent 
department; but disciplinary action against the ofRdal should also 
be initiated by the borrowing department. Obviously the borrowing 
Degartment, being in full possession of the fads of the case would be 
in a better position to draw up the disciplinary proceedings and come 
to definite conclusions, whereafter the papers should be passed on to 
Dbs lending Department. The Comptroller & Auditor Germerol added 

L 

*Sr  Appcncfh XLVIII. 



tnat this procedure was examined by the Ministry of Home Affairs 
and it had been included in the classificetion-and control Rules. The 
Committee desired that they should be furnished with information* 
on the following points:- 

(i) When the case against the Deputy Manager came to the 
notice of the Ministry, was that officer suspended from 
service? 

(ii) What has been the final outcome of the disciplinary pro- 
ceedings traken against the Deputy Manager? 

Appropriation Accounts (Civil) 195455, Page 32-Audit dmments: 
Pro forma account of the scheme "Purchase of Reserve stock of 
Equipment." 

452. The value of stores lying in the Dighaghat Tool Depot on 
31st March, 1955 amounted to Rs. 8,03,856. The value of stores 
issued during the year 1954-55 was Rs. 55,301 only. It was urged 
that storage of articles in excess of requirement w s  fraught with 
risk of deterioration and consequent loss to Government. 

The representative of the Ministry explained that these stores 
were accumulated during wartime and these were not disposed of 
as they were required for training. Moreover, they had to await 
the report of the Shivreo Committee and the Ministry did not know 
the future of these Training Centres. Now that the decision had 
been reached in the matter, in pursuance of which the Depot had 
been closed and the training centres decentralised under the admin- 
istrative control of the State ,Governments, the surplus articles of 
stores were also distributed to them according to their needs. 

The Committee observed that overstocking should be avoided as 
it would unnecessarily lock up money. They desired the Ministry 
to apply their mind to this important questidn of stores control and 
issue detailed instructions to the persons supervising the stores. 

OUTSTANDING RECOMMENDATIONS 

Fifteenth Report 

Para. 55 of the Fifteenth Report: Employment of Labour by Con- 
tractors through the agency of Employment Exchanges-Inch- 
sion of a mandatory clause in contracts that vacancies should be 
notified to Employment Exchanges 

453. The representative of the Ministry explained that while some 
Ministries such as Twnsport and Communications, Steel, Mines & 
Fuel were in favour of the suggestion, the Ministries of Works, Hous- 
ing & Supply and Defence had simply advised their contractors to 
- ---__I__ - - - --I__--- - - - -- -- 

*&a Appendlx XLIX. 



do so. These two Ministries were not agreeable to the insertion of 
a mandatory clause in the contracts. Replies from certain Ministries 
(e.g. Railways) were still awited. 

The Committee desired that the matter should be pursued to 
finality, being in the interest of the Employment Exchanges. 

Para. 56-Maintenance of National Employment Register for keeping 
track of the ex-trainees 

4S4 The Committee were told that record cards for aech passed 
out trainee had been prepared and sent to the State Governments 
concerned for maintenance. The Committee felt that mere main- 
tenance of cards would not do. It was essential for the training 
centxes and tecachers to take real interest in their trainees and their 
future after they pass out and help in seeing that their services were 
properly utilised. They reiterated the recommendation in para. 56 
of the 15th R ~ p c r t  and desired the Ministry to impress upon the 
ieachers that point constantly. 

The representative of the Ministry agreed to do this. 

MINISTRY OF INFORMATION AND BROADCASTING 

Page 14/17 of Appropriation Accounts (Civil) 1953-54 and Pages 16/20 
of Appropriation. Accounts (Civil) 195455-Losses on Radio 
station and Radio Publications and Increase in Expenditure 

' 455. The Committee wanted to know how the Ministry proposed 
to deal with the problem of increasing losses on Radio stations and 
Radio publications. The representative of the Ministry stated that 
while viewing the question of loss, the Committee should bear in 
mind not only the fact that radio was an expanding and developing 
service but it also performed services, viz., External services for 
which as a commercial enterprise, the A.I.R. could expect a grant-in- 
aid from Government. Further the All Indie Radio undertook Plan 
publicity and educational work also for which it did not receive any 
payment. 

He added that the B.B.C. got a grant-in-aid of well over £5 million 
per annum from the U.K. Government for its external services. When 
asked for the break-up of the expenses involved in external services, 
the Secretsry to the Ministry stated that a detailed calculation had 
not been made but it might be of the order of Rs. 20 lakhs per annum 
at least. The Committee felt that even allowing for this expendi- 
ture on external services, the loss was still heavy. 

The Committee then enquired why the licence fees levied should 
not be based on the No. of valves of the radio sets instead of a flat 
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rate e s  at  present. The Secretary replied that the same fee was 
charged because the service was not different; but he promised to 
study the questionion that line to see whether something could be 
done to have sliding scales of licence fees according to the capacity 
of radio sets. 

Thf? Committee wanted to know the efforts that were being made 
to encourage more people in having radio sets. I t  w w  stated that 
theGovernment were examining the possibility of cheaper sets with 
the private industry and the adaptability of the broadcasting system 
to it. In reply to a further question, the representative stated that 
the manuf~cture of cheap sets depended to a certain extent on their 
oft'-take which was limited and consequently there was not very great 
scope for reducing the cost of sets; but the Government were examin- 
ing the question in detail with the private industry. The Com- 
mittee were distressed to learn that even after 4 years, since they 
had been informed by the Ministry that steps were being taken in 
association with the Ministry of Commerce and Industry to increase 
the production of cheap radio sets within the purchasing power of 
the common man, nothing concrete had come out. 

Page 25 of 1953-54 accounts and page 28 of 1954-55 accounts-Deputa- . 
tion pay etc. in England including contribution fw leave salary 
and pension. 

456. The Committee noticed that the expenditure on "deputation 
pay and leave salary etc." in England had increased from Rs. 4,09,613 
in 1952-53 to Rs. 14,44,758 in 195455. They understood that this 
expenditure had now further increused to about Rs. 16 lakhs. They 
wanted to know the reasons for this increase in expenditure. The 
representative of the Ministry stated that the expenditure was 
incurred because some officers had to be sent to England for technical 
training. He added that the expenditure would come down as the 
necessity for training hnd lessened considerably. The Committee 
felt that such expenditure should be cut down considerably in view 
of tight foreign exchange position and the representative of the 
Ministry agreed to it. He, however, added that the whole of the 
expenditure had not been in foreign currency. In reply to another 
question, I:? stated that the number of officers deputed abroad had 
come down very much. 

The Committee desired to be furnished with a note* stating the 
number of officers on deputation abroad in each year from 1952-53 
to 1957-58, the duration of their deputation and expenditure inciirred 
thereon with its break-up into Indian and foreign currencies and 
how many of them had retired or were on the verge of retirement. 

-- - -- - - -- - - - - - --- -- - 
*Not prmtcd. 
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Page 18--21, Grant No. 60-Broadcasting (1953-54 accounts) a d  

Pages 21-23, Note 10 Radio publications (195455 accounts) and 
Para 40 of 15th Report , 

457. The Committee noticed that in the case of 5 out of 7 publica- 
tions, circulation had fallen down and the cost was going up. The 
representative of the Ministry stated that the whole position was 
being examined with a view to reducing the loss. He informed 
the Committee that 'Indian Listener' had been brought out in a new 
form called 'A1Pashvani' and its circulation had gone up by about 300 
per month. To a question, he replied that the proportion of free, 
distribution was about 8 per cent. The Committee felt that this 
was on the high side. The representative of the Ministry stated 
that the number of free copies had been gradually reduced. 

The Committee were of opinion that it was not worth bringing 
out journals wiq a circulation of 5,000 and less. They felt that 
journals with such low circulation should be stopped. They thought 
that by increasing the licence fee by a rupee or two and giving 
every licensee a free copy of the 10-12 page programme-part of a 
@rml of his choice with tit bits of interest here and there might 
be a good alternative. The representative of the Ministry assured 
+he Committee that he would examine these suggestions carefully. 

The Committee desired to be furnished with a note* giving a 
break down of a circuhtion of the journals in various parts of the 
muntry and analysing the causes of difference in circulation State- 
wise. The representative of the Ministry promised to find out the 
-3act reasons and to submit a note. 

Page 33, Grant No. 127--Capital Outlay on Brocrdcuting (1954-55 
accounts) 

458. The Committee noticed a saving of Rs. 1,13,07,351 out of the 
h a l  grant of Rs. 2 crores. They understood that there was a con- 
siderable saving in subsequent years also. They emphasiaed the 
necessity for proper budgeting and desirq to be furnished with a 
detailed note indicating the steps that the Ministry had taken or 
were going to take to avoid such huge lapses in future. 

Outatanding Recommendations-Seventh Repo7tPara. 46-Payment 
to P.T.I. and Reuters 

459. From a note (Appendix LXXIII), the Committee understood 
thet enquiries made in this connection mealed that no News Agency 
of importance was being paid on the basis of services rendered by it 
md the Press Commission had recommended a payment at  a Bat - 

*Sw 3pptrdir XLVI. 
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rate 01 -/lo/- per receiver set plus a& hoc payment for external 
services. In the circumstrances, it was not considered advisable to 
adopt the criterion of wordage supplied or used as the basis for fixing 
payments to News Agencies by A.I.R. 

Fifteenth Report 
Para. bd-Commerdalisation of the Accounts of A.Z.R. 

460. Outcome of the review by the Economy Unit may be reported 
to the Committee. 

Para 39--0verstocking of materials 
461. No comments. 

Sixteenth Report 
Para. 86-Contract for broczdcasting records 

462. No comments. 

Paras 88-89-Commercialisation of  the Accounts of the F i l m  . 
Division 

463. No comments. 

P a m  90-Publication of Radio journals 

464. No comments. 

Para. 91-Misappropriation of Government money 

465. No comments. 

Para. 92-Anticpiracy campaign 

466. The Committee would like to know the latest position. 
467. The Committee then adjourned to meet again on Saturday, 

the 8th February, 1958 at 10-00 hours. 



PROCEEDINGS OF THE THIRTY-NINTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON SATURDAY, 
THE 8TH FEBRUARY, 1958. 

468. The Committee sat from 10.05 hours to 12.45 hours. 

Shri' T. N. Singh-Chairman. 
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2. Shri Ram Subhag Singh. 
3. Shri N. G. Ranga. 
4. Shri Radhelal Vyas. 
5. Shri A. C. Guha. 
6. Shri N. R. M. Swamy. 
7. Shri H. C. Dasappa. 
8. Shri R. M. Deshmukh. 
9. Shri Jaswant Singh. 

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

Shri P. C. Padhi, Additional Deputy ComptroZler & 
Auditor General. 

Shri S. Venkataramanan, Accountant General, Central 
Revenues. 

Shri P. N. Bhandari,,Director of Commercial Audit. 
Shri R. N. Chatterjee, Chief Audit Oficer, Food, Rehabitita- 

twn & Supply. 

SECRETARIAT 
Shri V. Subramanian, Deputy Secretary. 

Present during the examination of the Ministry of Steel, Mines 
& Fuel 

\ 

Department of Mines & Fuel 
Shri S. S. Khera, Secretary. 
Shri N. S. Mani, Joint Secretary. 
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Shri K. N. Kaul, Joint Secretary. 
Shri H. R. Dewan, Director, Indian Bureau of Mines. 

Department of Iron & Steel 

Shri S. Bhoothalingam, Secretary. I 

Ministry of Finance 
Shri V. Naryanan, Financial Adviser. 

Present during the examination of the Ministry of Transport & 
C9mmunications (Department of Communications & Civil 

Aviation) 

Shri M. M. Philip, Seereta*. 
Shri D. C. Das, Joint Secretary. 
Shri K. M. Raha, Director General of Civil Aviation. 
Shri P. J. Rodgers, Director General of Overseas Commu- 

nications Service. 
Shri S. Basu, Director General of Observatories. 

, 
Ministry of Finance 

Shri P. K. Basu, Financial Adviser. 

MINISTRY OF STEEL, MINES & FUEL 

(Department of Mines & Fuel) 

Para 8, Audit Report (Civil) 1 9 5 6 P a r t  I. Non-realisation of stow- 
ing excise duty on coal and coke transported by means other 
than rail 

469. Prior to 1954, excise duty was levied and collected on des- 
patches of coal and coke by rail only according to rules framed 
under the Coal Mines Safety (Stowing) Act. 1939 (since repealed). 
But Section 5 of this Act as also sub-section (1) of Section 8 of the 
Coal Mines (Conservation & Safety) Act, 1952 prescribed such a 
levy on all coal and coke despatched from collieries. 

The representative of the Ministry stated that the intention, 
when the legislation was promulgated by Government in 1939, was 
only to levy cess on coal despatched by rail. But this intention 
could not be incorporated in the Act as the Ministry of Law were 
of opinion that if the collection of the excise duty was restricted 
under the Act to despatches of coal by rail only, the exwise duty 
would partake the nature of a terminal tax, the proceeds of which 
would have to be shared by the Central and State Governments. 



Secondly, d&paEhes by road and river before lQ54 were compm- 
tively hignificant vk., the gross collection of excise duty on des- 
patches by dl and road or river respectively in 1954-65 was 
Rs. 1,11,57,136 and Rs. 74,253. He added that it was not likely that 
a very considerable amount had been lost as a result of failure to 
extend the excise duty on despatches by means other than rail. 

In reply to a question, he stated that the rules under Coal Mines 
(Conservation & Safety) Act, 1952 were notified in September, 1054 
The Committee felt that considering the time it usually took to im- 
plement rules, the comparative figurks of collection of excise duty 
om despatches of coal by rail and road or river in 1954-55 given by 
the representative would not give a correct picture. They thought 
that the representative should have made it clear to the Cornmjtt* 
that the figures of excise duty on despatches of coal by means other 
than rail for 195455 were -for a part of the year only. The repre- 
sentative of the Ministry admitted that mistake on his part and 
apologised for it. The Committee also deprecated the delay in the 
framing of rules under the Act and were surprised to discover that 
the intention of Government was different from the phraseology of 
the Act itself. They felt that Government, in discriminating 
between despatches by rail and road or river, had gone beyond the 
powers conferred on them by Parliament. They observed that 
amounts of Rs. 4.6 and Rs. 5.5 lakhs respectively realised in 1055- 
56 and 1956-57 on despatches of coal by means other than rail were 
not also small; besides the principles involved were certainly more 
important. They were not convinced by the explanations of the 
Ministry and desired to be furnished with the ' following fur the^ 
information.* 

(a) A statement showing the total amounts collected annual- 
ly during the last five years for the stowing Fund and 
the amounts that were spent out of it during these years. 

(b) whether the amounts collected were being spent for the 
intended purpose? 

(c) What was the cumulative effect of the cesses, etc., levied 
on coal by the Ministries of S.M. & F. and Labour? It 
may be stated in terms of a ton of coal. 

(d) A statement showing the quantities of coal raised 
annualIy from 1952 to 1957 and quantities despatched 
by rail, road and river separatdy. 

- - -  - .  - .- -- .. _ _  -_ ___ _ . _ .  _ _ _ _  _ 
*See Appendix LI. 



Page 54-Grant No. 84--MiPcellanem Departments and Expendi- 
ture under the Ministry of Production (1953-54 accounts) and 
Page 55, same Grant (1954-55 accounts) 

470. The Committee noticed iavings of 91.45 lakhs out of final 
grant of Rs. 2-16 crores in 1953-54 and Rs. 92 lakhs out of Anal grant 
of Rs. 2.03 crores in 1954-55. The representative of the Ministry 
stated that savings were caused due to a change in the accounting 
procedure. 

Page 61, Grant No. 132-Capital Outlay of the Ministry of Produc- 
tion, Note 4--Establishment of a synthetic oil plant (1954-55) 
471. The representative of the Ministry stated that the Experts 

Committee set up to consider the reports of the three specialist 
foreign firms on the Project had recommended a Rs. 20 crore plant 
at  Kothagudam (instead of one of Rs. 51 crores as recommended by 
one of the foreign firms) to produce soft coke from cog  and other 
by-products including synthetic oil. But the Planning Commission 
advised postponement of the Scheme as requisite resources could 
not be found during the Second Plan period. When asked whether 
the cutting down of the project of Rs. 51 crores to Rs. 20 crorc* 
would not be uneconomical, he agreed that economics af the project 
would be gone into before a final decision was taken. The Commit- 
tee desired to be furnished with a *note indicating the estimated 
per ton cost of production of coke and other by products under the 
Rs. 51 crore as well as under Rs. 20 crore projects. 

OUTSTANDING R8COMMENDATIOMS 
Fifteenth Report 

Para 3LDeIay in disposal of Government buildings 
472. From a note (Appendix LIII), the Committee understood 

that the officers concerned were in charge practically for short 
periods and none of those officers was in service now. 

The Committee were not satisfied with the explanations. They 
felt that delay in taking disciplinary action promptly against officers, 
resulted in their getting away without any' punishment which set a 
bad example. The representative of the Ministry agreed that 
wrong-doers should be punished quickly and not allowed to escape. 
Page 13, First Annual Report 1954-55, Hindustan Steel Ltd: System 

of Accounts 
473. According to the auditor's certificate, the system of eccounts 

in the company in operation had developed gradually as time went. - -  _ . ---_._ _ ----- - -_--__-_ 
*Sac Appendix LII. 



There was, however, absence of co-ordination between the Accounts 
Department and Executive Branches and the accounting procedure 
required re-examination. The accounts at  Rourkela -called for 
immediate attention, as the Accounts Department there had 
exercised little or no control over the affairs at  Rourkela. 

The Committee recalled that their impression during their on- 
the-spot study of the projects confimed the above views of the 
internal Auditors in the Ministry. In reply to a question whether 
the accounting system had shown any improvement, the represen- 
tative of the Ministry stated that in each of the three projects there 
was a fairly, experienced Accounts Officer. The Committee observ- 
ed that during their visit to Rourkela, the General Manager could 
not state whether the expenditure on works was according to 
estimates as he had no firm estimates of expenditure for the diffe- 
rent items of work. He, however, assured the Committee that work 
at the pro jh t  was going on according to the schedule and every- 
thing was in order., The committeehuld not accept this assurance. 

The representative of the Ministry stated that he could not say 
that every-thing was going according to the schedule as there had 
been delays and difficulties in clearing, transport and unloading the 
plant and machinery at the Rourkela end. When asked whether it 
was correct that during 55 days of November and December, 1957, 
Rs. 4.60 lakhs had been incurred as demurrage and 15,335 wagon 
days had been lost, the representative of the Ministry replied that 
+here had been loss on this account. 

The Committee were pained to note how they were misled by 
the General Manager, Rourkela. They feared that the Ministry 
themselves might have also been misled similarly. The representa- 
tive of the Ministry assured the Committee that the Government 
were well aware that everything was not moving as per schedule. 

Another thing which the Committee noticed was the absence of 
coordination between foreign and Indian advisers at the project 
They were also concerned over the constant revision of estimates 
of these projects and their increasing cost. They desired to be 
furnished with a statement containing the following information:- 

(a) What were the factors responsible for revision of original 
estimates and increasing cost of these three steel pro- 
jects? 

(b) How much increase in cost is attributable to rise in prices 
and how much to the expansion of original scope of - these projects? Relevant facts and figures may be 
given. 
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(c) On what items and to what extent has there been 

increase in expenditure? Of these, what items have 
been left out of the original estimates and what is the 
amount involved on each of these? 

(d) Has there been any corresponding increase in produc- 
tion potentiality with the expansion of scope of these 
projects? 

The Committee impressed upon the Ministry's representative 
rthe necessity of exchange of information regarding cost of similar 
iitems at these projects as also the need for concurrent audit of these 
.projects. The Comptroller and Auditor General informed the 
Committee that he had issued instructions to his staff to undertake 
-concurrent audit of all the three steel projects and that a special 
offlcer had also been placed in charge of the audit of all the three 
!plants. 

DEPARTMENT OF COMMUNICATIONS AND CIVIL AVIATION 

-Grant No. 9-Aviation (1953-54 accounts), Grant No. 1LMiscel- 
laneous expenditure under the Ministry of Communications 
(1954-55 accounts), Grant No. 112-Capital Outlay on Civil 
Aviation and Grant No. 113--Other Capital Outlay of the Minis- 
try of Communications (1953-54 and 1954-55 accounts). 

474. The Committee noticed savings under these Grants. The 
percentage of these savings ranged from 10 to 59. The Comptroller 
and Auditor General informed the Committee that in 1955-56 also 
'there had been savings of the order of 60 and 23 per cent respec- 
tively under corresponding Grant Nos. 109 and 110. 

Explaining the method of scrutiny by Finance of the demands 
-put forward by the administrative Ministry, the Financial Adviser 
.stated that in his examination of demands he took into considera- 
tion the Ministry's estimates, the expenditure in the previous year, 
'their capacity to implement the programme contemplated and the 
targets of 'the Plan. He added that to a large extent the Ministry 
of Finance was guided by the estimates put forward by the admi- 
lnistrative Ministry. The Committee thought that it was the duty 
of administrative as well as of Finance Ministries to bring the 
budget into alignment with the actual expenditure of the last year. . 
'They observed that administrative Ministries should not present 
unrealistic estimates to the Ministry of Finance by pitching up the 
demands with sufacicnt margin to accommodate the cuts likely to 
Ibe imposed by Wnamce. At the same time, Finance Ministry should 
vlsa LS.-is. 



examine the demands in the light of expenditure in the previous 
years. They felt that the tendency of Ministries to outwit each! 
other in the matter of budgeting should be discouraged. 

In answer to a question whether the Ministry had prepared the 
next budget with due regard to the last year's savings and trend! 
of expenditure, the representative of the Communications replied' 
in the affirmative. He added that in the current year there would 
be no savings; on the contrary expenditure would be more than 
the capital grant provided by Rs. 30 lakhs. Explaining the reasons. 
for the likely excess, he stated that they were follbwing a new 
system now according to which they were placing advance orders 
and had a token grant in the first year and only in the second o r  
third year they made a budget provision. 

The Committee felt that under the present difficult foreign ex- 
change situation in the context of the plan there was need f o r  
utmost economy and any inflation pf budget was likely to lead t o  
extravagance. They observed that reappropriation should also be 
avoided as far as possible and in any case it should not exceed cer- 
tain limits otherwise it will nullify parliamentary control. 

OUTSTANDING RECOMMENDATIONS 

Sixteenth Report 

Para 32, Loss of Gandhi Memorial stamps in the Indian High Com- 
mission, London: 

475. No comments. 

Para 33, Recoveries from the Nationalist Chinese ( K M T )  Govern* 
ment: * 

476. The matter was reported to be under consideration. 

Para 34, Appointment of an Internal Accounts O@er in the Ovea  
seas Cmrnunications Service: 

477. No comments. 

Para 35, Recovery from Pakistan of their s h e  of contribution to 
the I.C.A.O. paid by India for the period from 15-8-47 to 30-648, 

478. The representative of the Ministry stated that the case had 
been Ineluded for discussion in the next meeting of the Steering 
Committee but no dnte had been Axed for the meeting 



Utitisation of the full praduction capacity of B.E.L. 
479. The Committee had then discussions with the representa- 

tives over the utilisation of capacity of Bharat Electronics by the 
Communications Department. The representative of the Depart- 
ment stated that as far as the Overseas Communications Service 
was concerned, the Bharat Electronics could not meet its require- 
ments for high power transmitters. When asked whether any orders 
had been placed for such transmitters with the Bharat Electronics, 
he replied in the negative and stated that Bharat Electronics hadi 
been busy with other orders from other Departments. 

The Committee enquired whether the Civil Aviation Depart- 
ment was getting its requirements from the Bharat Electronics. The 
D.G.C.A. stated that there were orders with the Bharat Electronics 
worth Rs. 10 lakhs for transmitters and receivers. He adcied that 
whenever his Department imported specialised instruments it 
always got a certificate from Bharat Electronics that they were un- 
able to manufacture such instruments. 

The Committee desired that Ministries should encourage :he 
Bharat Electronics in the production of specialised instruments by 
placing experimental orders with them. They urged upon them 
the necessity of utilising fully the production capacity of Bharat 
Electronics in every way possible. The representative of the Com- 
munications Department assured the Committee that his Depart- 
ment was flelping Bharat Electronics in every possible way. 

480. The Committee then adjourned to meet again at  15-00 horn 
on Friday, the 14th February, 1958. 



PROCEEDINGS OF THE FORTIETH SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON FRIDAY, THE 14TH 

FEBRUAiRY, 1958 
481. The Committee sat from 15.00 to 16:15 hours. 

PRESENT 
Shri T. N. Singh--Chainnun. 

Members 
2. Shri Ram Subhag Singh 
3. Shri N. G. Ranga 
4. Shri A. C. Guha 
5. Shri N. R. M. S w m y  
6. Shri Upendranath Baaman 
7. Shri H. C. Dasappa 
8. Shri Prabhat Kar 
9. Shrj 
10. Shri 
11. Shri 
12. Shri 
13. Shri 
14. Shri 
15. Shri 

Shri 

Jaipal Singh. 
N. Siva Raj. 
Vijayarama Raju 
?. T. Leuva 
Shyam Dhar Misra 
J. M. Mohamed Imam 
R. M. Deshmukh 

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

S k i  P. C. Padhi, Additional Deputy Comptroller and 
Auditor General. 

Shri S. Venkataramanan, Accountant General, Central 
Revenues. 

&hri P. N. Bhandari, Director of Commercial Audit. 
SECRETARIAT 

Shri V. Subramanian, Deputy Secretary. 
Present during the examination of the Ministry of Education a d  

Scientific Research (Department of Scientific Research, 
Technical Education) 

Shri M. S. Thacker, Secretary. 



Ministry of Finance 

Shri Prem Narain, Deputy Financial Adviser. 

Appropriation Accounts (Czvil), 1954-55, Vol. XIV-Page 2-Grant 
- No. 73 survey of India-36 Scientific Departments-Sub-head 

A c c o s t  of material and equipment under T.C.A. Program- 
me: 

482. A provision of Rs. 31.13 lakhs was made under this head 
in the expectation of receipt of equipment from the T.C.A., bu; as 
the supplies did not materialise, the provision had to be surrender- 
ed. The representative of the Ministry explained that some of th  
equipment had actually been received but that the accounting pr6 
cedure of these supplies was not formulated at that time with the 
result that the transactions could not be put through the accounts 
of that year. The Comptroller and Auditor General pointed out 
that in the Accounts for 1955-56 also no adjustments for these sup- 
plies had been made. The Committee desired to be furnished wikh 
a note giving the difficulties, if any, that were being experienced by 
the. Ministry in regard to accounting and pricing of equipment, with 
special reference to some instances where, because of such difficul- 
ties, the equipment even though re; ?ived, could not be put into 
use or operation. The representative of the Ministry promised to 
look into the matter and furnish the requisite information. 

Appropriation Accounts (Civil), 1953-54, Vol. XIV-Pages 5-8- 
Grant No. 73-Survey of India-Subsidiary Accounts. 

483. The Subsidiary Accounts appended to the Appropriation 
Accounts revealed that there was accumulation of surplus stores in 
the Photo Litho Offices, which, in the opinion of the Committee, 
could have been avoided by restricting purchases according to needs. 
They considered that no surplus stores should be allowed especially 
in the case of chemicals which were liable to deterioration. Agree- 
ing with the viewpoint of the Committee, the representative of the 
Ministry stated that the stock position was under review by the 
Ministry. 

Appropriation Accounts (Civil), 1953-54 (Grants Nos. 76, 77, 78, and 
132). 

Appropriation Accounts (Civil), 1954-55 (Grants) Nos. 73, 74, 76, 77, 
78 and 131). 

484. A number of 'instances of over-budgeting and large savings 
were pointed out by the Committee. The savings in some cases 
(e.g. under "Capital Outlay of the Ministry of Natural Resources 



md Scientific Research" and "Botanicak s-eyj were to the tune 
of 69% and 71%. The Comptroller and Auditor General pointed out 
that in 195556 also the savings under the Grant were nearly 70%. 
The representative of the Ministry stated that these savings were 
due to the fact that there was a system of "carry over" to the foh 
lowing year of unspent balance in a previous year. Since the 
practice had been discontinued now, he expected, the budgeting 
would improve in future. He also promised to ensure that there 
would not be loose budgeting in future. 

The committee desired to know the functions that were being 
performed by the National Research Development Corporation. I t  
was stated by the representative of the Ministry that it was a sepa- 
rate, body which used to explo~e the possibility of putting into pro- 
duction any process developed by the laboratories and settling with 
industry the terms and conditions under which it would be leased 
out to them for commercial purposes. 

To a question if it was necessary to create a separate Corpora- 
tion for this purpose, the representative of the Ministry replied in 
the aflirmative. The Committee desired to be furnished with a 
Note giving the set up, composition and duties performed by the 
National Research Development Corporation and whether it would 
not be possible for C.S.I.R. itself to perform those functions instead 
of having a separate Corporation for this purpose. 

The Committee then discussed in general about the activities of 
the C.S.I.R. and desired to know the contributions raised by it from 
the private Industrialists since its establishment or for the last six 
years, as may be available. The Ministry's representative promised 
to furnish the information. 

Outstanding Recommendations-Para 98 of the Sixteenth Report-. 
Definition of the function of the CSIR by a specific statute: 

486. The *note furnished by the Ministry in pursuance of the recommendation of the Commttee that there should be a statute 
defining the functions of the C.S.I.R. was not shown to Audit before 
submission to the Committee. The Committee desired that aU notes 
submitted to them should be shown to Audit for factual verification. 

The Committee observed that they were not satisfied with the 
note submitted by the Ministry, as it appeared therefrom that the 
Ministry had not appreciated the significance of the recommendation. - 

*See Appendix X. - 



A5 
Committee urged that while it was necessary to have autono- 

mous organisation to enable it to work independently without inter- 
'ference .from Government departments, it  should be ensured that 
such.institutions are subject to effective Parliamentary control. The 
Committee desired that the Ministry of Education (Department of 
S.R.T.E.) and Finance Ministry should reexamine the recommenda- 
*ion of the Committee made in para 98 of their Sixteenth Report and 
.submit a note duly vetted by audit. 

The Committee observed that a large number of research institu- 
tions had been started by the Government in the country. They 
wanted to know if they had got any machinery to evaluate the work 
.carried out by .these Institutions. The representative of the Minis- 
,;try stated that there was an Expert Review Committee which had 
.even a report on the work done by these institutions, about three 
.or four \years, back. There was also a Scientific Advisory Commit- 
tee consisting of experts from India and abroad which reviewed 
and evaluated the scientific work done. The Committee felt that 
Besearch Institutions should also attract the interest of the indus- 
tries and industrialists by their work so that they could make use 
sf the work carried out in these institutions. 

486. The Committee then adjourned to meet again at 11-00 hours, 
(on Saturday, the 15th February, 1958. 



PROCEEDINGS OF THE FORTY-FIRST SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HEAD ON STATURDAY, THE 15Tx 

FEBRUARY, 1958. I 

487. The Committee sat from 11-00 hours to 13-15 hours. 

Shri T. N. Singh-Chairman. ' 

2. Shri N. G. Ranga 
3. Shri A. C. Guha 
4. Shri N. R. M. Swamy 
5. Shri Upendramth Barman 
6. Shri J. M. Mohamed Imam 
7. Shri H. C. Dasappa 
8. Shri N. Siva Raj 
9. Shri Vijayarama Raju 

10. Shri R. M. Deshmukh 
11. Shri Jaswant Singh. 

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

Shri P. C. Padhi, Addiliomrl Deputy Cmptrolle7 and Auditoh 
Generald 

Shri S. Venkataramanan, Accountant General, Centrat. 
Revenues. 

Shri P. N. Bhandari, Director of Commercial Audit. 

Shri V. Subramanian, Deputy Secretary. 
Present during the examination of the Ministry of Transport and: 

Communications 
(Department of Transport) 

Shri R. L. Gupta, Secretary. 
Shri H. P. Sinha, Joint Secretary & Consutting Engzncs 

(Roads). 



Shri Goverdhan I ,  Additional Consulting Engineer 
(Roads). 

Shri S. K. Lahiri, Director General, Lighthouses and Light- 
ships. 

Ministry of Finance 

Shri P. K. Basu, Financial Adviser (Contmunications) . 
Shri R. G. Abhi, Attached Financial Adviser. 

488. Before proceeding with the examination of the accounts 
relating to the Ministry of Transport and Communications (Depart-- 
ment of Transport), the Chairman commented on the inordinate delay 
in the submission of notes on some points relating to D.R.T.A.. 
accounts, due to which that report could not be finalised so far and 
stressed the need for prompt submission of notes, etc. within the, 
prescribed time-limit. 

. Appropriation Accounts (Civil) 1953-54, ,Vol. XVIII (Grant Nos. 98,. 
101, 136, 137 and 138). 

Appropriation Accounts (Civil) 1954-55, Vol. XVIII (Grant Nos. 98; 
101, 135 and 136). 

489. On certain large savings being pointed out under these grants, 
which were indicative of loose budgeting, the representative of the 
Ministry explained that these cases related to the first two years of: 
the Plan, when everybody was anxious to  spend as much as possible, 
and budget provision was made accordingly. But owing to certain. 
difficulties such as delay in the formulation of schemes, in prepara-. 
tion of estimates and issue of sanctions thereto and in some oases 
the failure on the part of the contractor to  carry out the works, the. 
provision could not be utilised fully. 

Appropriation Accounts (Civil) 195344, Vol. XVIII, Page 48, G r m t  @ 

No. 136--Capital Outlay on Ports. 
Appropriation Accounts (Civil) 1954-55, Vol. XVIII, Page 38, Grant 

No. 135-Capital Outlay on Ports. 
490. In 1953-54 and 195455, out of a final grant of Rs. 3,20,00,00@ 

and Rs. 4,80,00,000 respectively, a sum of Rs. 1,75,00,000 and 
Rs. 2,62,00,000 lapsed. The Comptroller and Auditor General pointed 
out that in 1955-56 and 1956-57 also, large savings under this grant 
had occurred, which clearly showed that there had been no improve- 
ment in the situation. The representative of the Ministry stated 
that due to  the difficulty of foreign exchange they had not been. 
able to carry out the scheme according to schedule. The Committee 



felt that instead of groviding for schemes proposals which wen 
nebulous, it would be better if provision in the budget was made 
only when the scheme was quite ripe for execution. The Commit- 
tee also pointed out t h t  there had been general complaints that the 
ports required further improvements and their capacity should also 
be increased. I 

The representative of the Ministry explained that the savings 
under the Grant related to the Kandla Port which, during the first 
two years, could not be developed as expected because of unforeseen 
troubles. In reply to a question about the extent to which the 
capacity of the Kandla Port was being utilised at present the Com- 
mittee were informed by the representative of the Ministry that only 
"10 per cent. to 80 per cent. of the capacity of Kandla was being utilised. 
It was reported that the metre gauge railwlay line connecting the port 
with the hinter-land was creating a bottleneck and stood in the way 
of utilisation of the full capacity of the port and of the private 
industry to make use of the Port. 1 
Appropriation Accounts (Civil) 1953-54, Page 52, Grant No. 137- 

Capital Outlay on Roads. 

Appropriation Accounts (Civil) 1954-55, Page 42, Grant No. 136- 
Capital Outlay on Roads. 

491. Explaining the reasons for the failure to prepare the state- 
ment of Major Works, the Ministry have observed that the number 
of such works covered by each scheme was very large and it was 
impossible to estimate accurately the probable expenditure on each 
Major Work. It was added that the commencement and execution 
of work could not always proceed ceccording to any fixed schedule. 
The Committee were not convinced with this explanation as it struck 
at the root of the problem of budgetary control and implied that it 
was not possible to conduct any check against appropriation, on 
behalf of Parliament. The representative of the Ministry stated that 
in these two years the provision was not made after a detailed 
scrutiny of the major works comprising the provision and that the 
position had much improved since. 

Appropriation Accounts (Civil) 1953-54, (Grant No. 138) and 1954-55 
(Grant No. 137)-I~vestment of shares in commercial concern- 

Eastern Shipping Corporation. 

492. The Committee then had a general discussion on the invest- 
ment by Government in the Eastern Shipping Corporation and the 
working of Corporations and autonomous bodies. As desired by the 
Committee, the representative of the Ministry agreed to submit a 



note showing the number of Corporations and autonomous bodies 
under the supervision/control of the Ministry of Transport and their 
set-up. I 

Appropriation Accounts 1953-54 and 1954-55, Grant No. 99-CentraZ 
Road Fund. 

403. The Committee desired to be furnished with a note giving 
the details of the income and expenditure of the Road Fund and the 
dosing balances at the end of each year, for the last five years. The 
representative of the Ministry agreed to submit it shortly. 

OUTSTANDING RECOMMENDATIONS 

Para. 54 of the 23rd Report-Irregular Pmscmal Claims of an officer 
494. The Committee were very much distressed to note that 

although serious irregularities had been committed by the officer, 
he was re-employed by the Ministry of Tmnsport at the age of 58. 
The representative of the Ministry explained that this Ministry had 
no knowledge of the irregularities said to have been committed by 
the Oflioer when he was appointed in this Ministry. The oBcer 
was appointed on a contract of three years and there was no provi- 
sion in the contmct regarding the termination of his services during 
the period of contract. During the 18 months of his service, the 
work and,conduct of that officer were quite satisfactory. The Com- 
mittee expressed that their recommendation made in para. 54 of the 
23rd Report should be strictly followed by Government. 

Para. 97 of the 231'd Report--Purchase of Unseaworthy vessel 
495. The Chairman of the Committee remarked that the reply* of 

the Ministry was received in the Secretariat just on the eve of the 
sitting of the Committee and it was not, therefore, possible for them 
to consider it. The representative of the Ministry stated that he 
had to ascertain the position from the Government of Assam by 
correspondence. The Chairman observed thet wherever Ministries 
wanted to exceed the time-limit of four weeks, they should invariably 
intimate the reasons therefor to the Committee in proper time. 

Para. 65 of the 15th Report-Compensation to Shipping Cos. and Para. 
66-Scheme for the purchase and constwtion of Lighters 

496. The replies sent by the Ministry on these points were not 
shown to Audit before submission to the Committee. The Com- 
mittee desired that all such replies should invariably be routed 
through Audit. 
--- --..---.- 

*See Appendix LV. 



Pma. 56 of the 1st Report-Accounts of Port Trusts: Submission to 
Parliament, of the Audit Reports relating to various P d  Trusts- 

Amendment to the Port Trust Act. 
497. The Committee desired that a decision on the recomrnenda- 

tions of the Public Accounts Committee should be taken by the Min- 
istry as early as possible as it involved a question of hrliamentary 
control on public funds. They expressed surprise at the fact that 
in spite of many reminders from the Lok Sabha Secretariat, no repl$ 
was received from the Ministry. The representative of the Ministry 
promised to look into the matter and furnish ca note*. 

Points arising out of the "on the spot study tour" to the Hindustan 
Shipyards, Visakhapatnam. 

498. The Committee then took up consideration of the points 
arising from their 'On the spot study' of the Hindustan Shipyard, 
Visakhapatnam. 

(i) Defective construction of certain ships: 
499. The Chairman stated that during the visit by members of 

the Committee they were informed that certain defects were noticed 
in a ship constructed by the yard and wanted to know what action 
had been taken in that respect The representative of the Ministxy 
explained that the Board of Directors had appointed a Committee to  
enquire into it. 1 

(ii) Overdraft with the Bank:! 1 
500. The Committee learnt that the shipyard had an overdraft' 

of nearly Rs. 3 crores with the State Bank in view of the procedure 
decided upon by Government for payment by shipping lines of the 
cost of ships ordered by them. The Committee desired to know 
whether this did not amount to a financial concession to the shipping 
lines over and above the loans at concessional rates for purchasing 
ships. The Committee were informed that this course was being 
adopted as it took a longer time for the yard to supply a ship than 
the shipyards in other countries and the shipping lines found it 
difacult to have their funds locked up for such longer periods. I t  
was stated that there was no undue advantrage arising out of this to 
either side. 1 
(iii) Planning and Rationalisation in regard to Shipbuilding: 

501. The Cmnmittee wanted to know why in this yard the con- 
struction of ships took such a long time. The Secretmy of the Min- 
istry (who was the Managing Director of the Shipyard till recently) 

'See Appendix 41V. 



231 
observed that the productive capacity of the yard had been handi- 
.capped to some extent by the types of models that the shipping 
companies ordered from time to time. He suggested that standard- 
isation of ships would facilitate greater output by the yard. The 
Committee also felt that it would be possible to have specific types 
for coastal shipping and overseas shipping. It was also felt that the 
companies which were granted loans for purchase of skips, should be 
asked to purchase certain number of ships from the shipyurd. 

The representative of the Ministry agreed with these important 
points raised by the Committee and stated that action was being 
initiated on those lines. 

502. The Committee then adjourned sine die. 



PROCEEDINGS OF THE FORTY-SIXTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON SATURDAY, 

THE 26TH APRIL, 1958. 

503. The Committee sat from 15.00 hours to 17.30 hours. 

Shri T. N. Singh-Chairman. 

2. Shri Rem Subhag Singh 
3. Shri A. C. Guha 
4. Shri P. T. Leuva 
5. Shri M. Govinda Reddy 
6. Shri Jaswant Singh. 

Slui S. Venkatararmanan, Accountant General, CentraF 
Revenues. ! 

Shri P. K. Basu, Director of Audit, Food, Rehabilitation, 
Supply, Commerce, Steel and Mines. 

Shri P. N. Bhandari, Director of Commercial Audit. 

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

504. The Committee took up consideration of their Draft Seventh 
Report on the Appropriation Accounts (Civil) 1953-54 and 1954-55 
and Audit Report 1956 Part I and approved, subject to certain addi- 
tions and alterations, Chapter I-Financial Results of the Govern- 
ment of India (Civil Grants) for 1953-54 and 1954-55 and draft paras. 
relating to the Ministries of Food and Agriculture, Works, Housing 
and Supply, Home Affairs, Education, Scientific Research, Irrigation 
and Power, Health and Labour and Employment. 

. 

505. The Committee then adjourned till 15.00 hours on Monday, 
the 28th Aqril, 1958 to take up further consideration of the5draft 
paras. relating to other Ministries. 



PHOCEEDINGS OF THE FORTY-SEVENTH SI'ITING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON MONDAY, THE 

28TH APRIL, 1958. 

506. The Committee sat from 15.00 hours to 17.35 hours 

Shri T. N. Singh-Chairman. 

2. Shri Ram Subhag Singh 
3. Shri Radhelal Vyas 
4. Shri A. C. Guha 
5. Shri H. C. Dasappa 
6. Shri N. Siva Raj 
7. Shri P. T. Leuva 
8. Shri M. Govinda Reddy 
9. Shri Jaswant Singh. 

Shri S. Verhtaramanan, Accountant General, Central: 
Revenues.' I 

Shri P. N. Bhandari, Director of Commercial Audit. 
Shri P. V. R. Rao, Audit Oficer, Food, Rehabilitation, Supply,. 

Commerce, Steel and Mines. 

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

507. The Committee resumed consideration of their Draft Seventh 
Report on the Appropriation Accounts (Civil), 1953-54 etc., an& 
approved Chapter 11-Budgeting and Control over expenditure and 
draft paras. relating to the Ministries of External Affairs, Transport ' 

and Communications, Rehabilitation, Information end  Broadcasting 
and Finance, subject to certain changes here and there. 

508. As regards the working of the various 'Cess Funds' under 
the control of the Government of India, it was decided that the whole 
matter should be considered sepnrately and that a sub-committee 
should be appointed by the next Committee to examine this, 

509. The Committee then adjourned to meet again at 12-15 hours; 
on Wednesday, the 30th April, 1958 to take up further consideratiola 
of their Draft Report. 



PROCEEDINGS OF THE FIFTIETH* SITTING OF THE PUBLIC 
ACCOUNTS COMMITTEE HELD ON WEDNESDAY, THE 30TH 

APRIL, 1958 

510. The Committee sat from 12.15 hours to 13.45 hours. 

PRFSENT 
Shri T. N. Singh-Chaimnan. 

' MEMBERS 
2. Shri Ram Subhag Singh 
.3. Shri Radhelal Vylas 
4. Shri Prabhat Kar 
5. Shri Jaipal Singh 
(6. Shri P. T. Leuva 
7. Shri M. Govinda Reddy. 

Shri S. Venhtaramanan, Accountant General, Central 
Revenues. 

Shri P. N. Bhandari, Director of Commercial Audit. 

Shri P. V. R. Rao, Audit Oficer, Food, Rehabilitation, Supply, 
Commerce, Steel and Mines. 

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

511. The Committee resumed consideration of their Draft Seventh 
 report on the Appropriation Accounts (Civil) 1953-54, etc., and 
:approved the remaining paras with certain additions and alterations. 

512. The Committee authorised the Chairman to sign the report 
.as approved by them and to present it to the Lok Sabha. 

513. The Committee also authorised Shri M. Govinda Reddy to 
present the Report in the Rajya Sabha. 

*The procerdings of the Forty-eighth and Forty-ninth eittings relatt. to the consi- 
deration of Report on Budget Estimates and Financial Control. 

a 
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514. Before the Committee adjourned, the Chairman thanked the 
Members for the co-operation extended to him by them in the course 
or tne discharge of his duties. I 

, 515. Shri P. T. Leuva thanked the Chairman on behalf of those 
Members who were retiring from the Committee for the efacient 
manner in which the Chairman conducted the business of the 
Committee. \ ! 



APPENDIX I 

Summary of the Conclusions/Recomrnendations of the Seventh Report 
of the Public Accounts Committee on the Appropriation Accounts (Civil) 
1953-54 and 1954-55 and Audit Report (Civil), 1956-Part I 

.- ------ 

Serial Para. Ministry or 
No. No. Department Conclusions/Recommendations 

concerned * 
--- ----- . -- - 

I 3 All Micistries An examination of the financial results 
(Introd.) of the Appropriation Accounts 

(Civil) of 1953-54 and 1954-55 have 
led the Committee irresistibly to 
the conclusion that the standards of 
budgeting during the years under 
report have, instead of improving, 
deteriorated. There have been a 
large number of excesses, savings, 
injudicious surrenders and even 
non-utilisation of funds obtained 
from Parliament by means of sup- 
plementary grants. The Com- 
mittee have in the past repeatedly 
deprecated the over-optimism of 
administrative Ministries which re- 
sults in inflating the estimates. It . is essential that detailed estimates 
should be carefully scmtinised and 
the possibility of their utilisation ' 
assessed by the administrative and 
Finance Ministries before their in- 
c h i o n  in the Budget. 

2 15 Finance Excesses over voted grants and charged 
appropriations not covered by 

All other Ministries supplementary grants and appro- 
priations furnish a criterion to as- 
sess the effectiveness or otherwise 
of the budgetary control. The * 

Committee do not see any im- 
provement in the standards of 
budgeting during the years under 
report; rathef there has been a 



3 16(a) Finance 

deterioration as is evidqlt from the . 
huge excesses, savings, injudicious 
surrenders and non-utilisation of 
funds obtained from Parliament by 
means of Supplementary Grants. 

In this connection, the Committee 
need hardly emphasize that a 
careful review and revision of the 
estimates are necessary by the hii- 
nistry of Finance before the formu- 
lation of the budget. Upon that 
Ministry rests the main responsi- 
bility of co-ordinating Government 
policy in its financial aspects. The  
Committee have in the past re- 
peatedly deprecated the tendency 
on the part of the Departments 
preparing the estimates to inflate 
them either intentionally or as a 
result of over-optimism. For this 
reason the estimates need to be 
carefiillv scrutinized, compared and 
apportioned according to relative 
importance of the services and 
finally determined in the light of the 
total resources that are either avail- 
able or proposed to be spent by 
the Government. Such steps must 
be taken before a unified financial 
plan can be produced. 

. The Committee feel that so long the 
pattern of budgeting is as at pre- 
sent, a second check by the Mini- 
stry of Finance on various items 
of expenditure is inevitable, es- 
pecially in the case of lump sum 
grants which are not susceptible 
of any scrutiny in the first ins- 
tance. This also confirms the need 
for framing of the budget estimates 
on a more realistic basis. 

The Committee are perturbed over 
such a large number of cases occur- 
ring in the Ministry of Finance 
itself where there have been con- 
siderable savings from the final 



grants. They consider it impera-. 
tive that the Ministry of Finance 
should set an example in accurate 
budgeting for other Ministries to 
emulate. 

q 16 (b) Food and agricul- During the year 1953-54, in the 
ture. case of Grant Nos. 43, 44 and 

47, the surrenders were in excess 
of the savings. The Committee 
wonder whether any arrangement 
exists in the Ministry to watch the 
progress of expenditure. 

5 Do. Do. The Committee feel that saving 
under sub-head N-Cane Develop- 
ment and Regulation of Sugar 

.Industry, Grant No. 45, Appro- 
priation Accounts (Civil) 1953-54 
is prima facie a case, of defective 
budgeting and insufficient controi. 
over the Central subsidy granted 
to the State Governments under 
the various Commodity Committees 
and the Grow More Food Schemes. 
They would like to know the 
reasons for the delay in arriving 
at a decision on the changed pattern 
of financial assistance applicable 
to the sugarcane schemes in this 
case. 

6 16 (c) W. H. & S. . Large savings and surrenders in 
some cases under Grant Nos. 103, 
, I39 and 140 of Appropriation Ac- 
counts (Civil) 1953-54 and Grant 
Nos. 103, 138, 139 and 140 of 
Appropriation Accounts (Civil) 
1954-55 are indicative of over- 
budgeting and underline the need 
for more realistic budgeting. 

7 16 (e) Education The Committee view with disfavour 
the practice of Government mak- 

Finance ing iarge provision of funds in the 
Budga under "Lump provision 
for schemes under consideration" 
without chalking out the details 
of the schemes. They desire that 
such provisions in the budget 



should be avoided by the Ministries 
in future and that details of the 
expenditure involved in a parti- 
cular scheme should . always be 
shown in the estimates. The 
Committee would reiterate the oft 
repeated recommendation made 
by their predecessors that the Mi- 
nistry of Finance should always 
set its face against lump sum pro- 
visigm. 

16 ( f )  Health . (9 The Committee are of the 
opinion that in the light of ex- 
perience of large savings, accruing 
from the non-utilization of Grants 
made to the various State Govern- ' ments for implementation of health 
schemes etc. as disclosed in the 
Accounts under Report providing 
funds merely on assurances from 
the State Governments concerned 
that the scheme in question would 
be implemented is risky as it im- 
mobilises funds which could well 
be spent on more urgent and im- 
portant schemes. They feel that . 
it would be prudent on the part 
of the Ministry not to accept any 
scheme put forward by the State 
Governments unless its details have 
been worked out and it has re- 
ceived the concurrence of State's 
Finance Department. They desire 
the Ministry to profit by experience 
and to avoid over-budgeting in such 
cases. 

(it) In the case of non-utilization of 
the lump sum provision made for 
the All India Medical Institute on 
the understanding that the archi- 
tects would put up the plans by. 
May or June, 1954, the Com- 
mittee suggest that in such cases 
the Ministry should start upon a 
scheme with a small provision and 
if there was rapid progress in the 
construction, recourse may be had 
to a supplematary grant. 



9 16 (g) External Affairs Re-appropriations should not be 
made a regular feature as in- 

Finance clusion of lump provision every 
year . discloses lack of proper 

All other Ministries planning in advance and also vitiates 
the qualitative control over ex- 
penditure by Parliament. 

Unnecessary supplementary grants. 
only reflect on the manner in which 
estimates totally unrealistic arc. 
presented to Parliament, quite 
oblivious of the practical limita- 
tions in execution. 

10 16 fh) Labour and Em- 
ployment. , 

I I 16 (13 Communications 
& Civil Aviation1 

Finance/All 
other Ministries. 

The  Committee find that there are 
large accumulations under the 
Coal Mines and Mica Mines Wel- 
fare Funds. They desire that the 
welfare activities covered by these 
Funds should be carried out with 
greater speed and for that purpose 
detailed planning of the various 
schemes should be undertaken well 
in advance. . 

The Committee feel that it is the 
duty of the Administrative as 
well as of Finance Ministries to 
be realistic in their estimates by 
benefiting from their past exper- 
ience and taking into consideration 
their capacity to implement their 
developmental programmes. The 
Yommittee desire that Administra- 
tive Ministries should not present 
unrealistic estimates to the Minis- 
try of Finance by pitching up the 
demands with sufficient margin to 
accommodate the p t s  likely to be 
imposed by Finance. At the same 
time, the Finance Ministry should 
exa@ne the demands in the 
light of expenditure relating to the 
previous years. They feel that 
the tendency of the Administrative 
and Finance Ministries to outwit 
each other in the matter of budget- 
ing should be discouraged. 



12 16 Cj) Transport . The Committee feel that recurrence 
of savings year after year indicates 
that there has been no improvement 
in the budgetary standards. They - . are of the opinion that instead of 
providing for schemes, proposals 
regarding which are nebulous. it 
would be better if provision in 
budget is made only when the 
particular scheme is worked out in 
detail and is quite ripe for exe- 
cution. 

14 23 Commerce & In- The Ministry should examine . the 
dustry. desirability of setting up a single 

body to look after the various 
matters dealt with at present by 
the Khadi and Village Industries 
Commission, Handloom Board, 
Handicrafts Board and Silk Board. 

Do. . The Ministry should investigate whe- 
ther in the development of printing 
and dyeing by Silk, Handloom and 
Handicrafts Boards, any duplica- 
tion of men and materials was in- 
plved in Madras and Bombay 
areas and whether it would not be 
desirable to define the areas for 
the different Boards so as to avoid 
duplication of effort at the same 
place by all the Boards simultane- 
ously. 

Do. . The Ministry should examine the 
utility of setting up a Bureau to 

.cater to the needs of these different 
organisations in the field of re- 
search to effect improvements in 
the existing techniques of produc- 
tion, use of raw material, etc. 

The Committee would also draw at- 
tention to the observations made 
by the team on Community Dev- 
elopment and National Extension 
Service appointed by the Planning 
Commission and trust that the 
Ministry are on the look out to 
emure that these Boards are not 
cutting into one another. 



27 Commerce & In- It is not clear to the Committee what 
dustry. machinery has been devised by 

Government to exercise a check on 
the proper spending of the funds 
sanctioned to the State Govern- 
ments and those given to private 
parties for the development of 
Khadi (traditional as well as Ambar). 
The Committee, however, hope 

t the funds given by the Centre 
or this purpose are being properly Y' 

utilized by the respective organisa- 
tions and celtificates to that effect 
are being regularly obtained and 
shown for audit scrutiny. 

Do. . The Committee feel that if the pur- 
pose of the pamphlet entitled 
" New India, Your Market " was - to give some useful infmat ion 
to the people concerned it should 
have been brought up-to-date at 
the time of reprint; otherwjse 
reprint was unnecessary in face of 
its large stock already lying unused, 
unsold and undistributed. They 
also feel that action should not 
have been delayed for so long when 
it has been admitted that there has 
been an error of judgment. T h e .  
disciplinary action taken in the 
matter should be reported to the 
Committee. 

Do. . AT the private bodies are expected to 
derive much of the benefit from 
the successful working of the 
I n d i n  Institute of Art-in-Industry, 
voluntary financial efforts should 
be stimulated by Limiting the dura- 
tion of the grant from Governmen . 
Further the Committee would 
recommend that the Government 
should invariably ask for the utili- 
zation certificate from the Institute 
in respect of the grants made so 
far and before making any provision 
in the budget for grant-in-aid to 
the institute in future. 



I7 35 CommercGand The Ccmmittee deprecate the &lay 
Industry. involved in winding up the scheme 

relating to the Import of raw silk 
and silk yam from Japan and sup- 
ply of cloth and yarn to Pakistan, 
etc. 

Do. . The Committee note that' Govern- 
ment have not only got nothing 
from the contracting firm in the 
case of purchasc of paper (referred 
to in Para. 71 of the 15th Report) 
but their chi-m for loss sustained 
on account of the damage by white 
ants etc. has also been dismissed 
by the arbitrators. They deplore 
the manner in which this state 
trading scheme has been handled. 

Do. . The claims of undivided Govern- 
ment of Bengal and Delhi Admi- 
nistration in connection with the 
scheme for the Purchase and Dis- 
tribution of Standard Cloth which 
are still outstanding, should be 
settled without further delay and 
the schemc wound up. 

Do. . The report of the Expert Committee 
on the Nahan Foundry together 
with the decisions of Government 
thereon may be furnished to the 
Committee at an early date, as the 
matter is pending for a long 
time. 

Do. . The Committee trust that it should 
now be possible for the National 
Instruments Factory to be run on 
more efficient lines by expanding 
and diversifying its production. 
They would like to examine the 
working of the National Instruments 
(P) Ltd., after it has completed 
one year of its existence. 

22  42 Do. . The Committee are not satisfied with 
the explanation of the Ministry 
that as the records areain judicial 



custody, no progress has been made 
in the matter of instituting o f  
disciplinary proceedings against 

. the persons concexned. This plea of 
, the Ministry is hardly convincing 

as copies of the records can be 
obtained frcm the Court, if neces- 
sary, and that should not, there- 
fore be a valid reason for not taking 
action against the other persons 
involved in this case. 

23 46 Education . With a view to preventing recurrence 
of such cases involving advance 

All Ministries. . payments to private firms, the 
Committee would suggest that the 
agreement should invariably con- 
tain a penalty clause and payment 
of liquidated damages by the de- 
faulting firm by way of interest on 
the money advanced to it. 

Do. . The Government, it is understood, 
have formed a co-ordinating Com- 
mittee consisting of the represen- 
tatives of the Ministries of Edu- 
cation, Scientific Research, Com- 
munity Development etc., to avoid 
any overlapping in the field of 
publication of literature intended. 
for the benefit of children and 
neo-literates. They desire that the 
desirability of associating the Mi- 
nistry of Information and Broad- 
casting with this Committee may 
be considered. Further, the work 
connected with the production of 
books for children and neo-literates 
n a y  be entrusted to a single agency 
to ensure cohesion and better per- 
formance. 

The  Committee emphasise the need 
for closer co-ordination between 
the various Ministries at the 
Centre concerned with the pub- 

. lication of literature for th use 
of neo-literates, ,Idre$ and 
adults and the State Govc mats.  

Do. 



who were ultimately responsible 
for the popularisation of such li- 
terature within their respective ju- 
risdictions. 

24 49 Scientific Research The subsidiary accounts of the Sur- 
vey of India appended to the Ap- 
propriation Accounts revealed ac- 

' cumulation of surplus stores in the 
Photo Litho Sections which, in the 
opinion of the Committee, could 
have been avoided by restricting the 
purchases according to needs, 
Stocks of chemicals, etc. which 
are liable to deterioration and which 
can be obtained from the market 
readily should be at the minimum.. 
The Committee desire that the 
existing stock position of such 
stores should be reviewed and ceil- 
ing-limits fixed for stocking such 
stores. 

25 51 Do. . The Committee were not convinced 
of the need for a separate Corpo- 
ration viz., National Research De- 
velopment Corporation for deve- 
loping the processes and invention 
and in assessing their cornhercia1 

I potentialities. In their view, the 
Council of Scientific and Industrial 
Research could as well do this 
work. 

26 52 Do. The Committee trust that Govern- 
ment would take the first convenient 
opportunity to embody the func- 
tions of the Council of Scientific 
and Industrial Research in a sta- 
tute. 

53 Do. . The Committee regret to state that 
the Ministry have not appreciated 
the signifiFfiFance of the recommenda- 
tion made by them that where it is ' 

desired that continuing functions 
I, 

involving substaritial expenditure 
should be exercised by autonomous 
bodies like the C. S. & I. R., the 



powers and duties to be exercised 
by it should be defined by specific 
statute. While they agree with 
Government that it is necessary to 
have an autonornus organikation 
for the purpose of carrying out 
research work and to enable it to 
work independently without inter- 
ference from Government Depart- 
ments, the Committee feel at the 
same time that it is of paramount 
importance that the expenditure is 
subject to effective parliamentary 
control. 

54 Scientific Resarch . The Committee are not sure h c p  
far the suggestion of the Ministry 
that the administrative Reports 

' and Accounts of the C. S. & I. R. 
and Audit Report thereon might be 
placed before Parliament to enable 
it to exercise the requisite control 
over the affairs of the Council, 
will meet .the purpose they have in 
mind. They would, therefore, like 
the Ministry to re-examine the 
case and submit a considered note 
to them. 

Do. . The Committee feel that the Re- 
search institutions should largely 
devote their attention towards 
" Applied Research " solving the 
problems posed by the indigenous 
industries in the matter of dis- 
covering suitable substitutes for 
foreign components, exploitations 
of the scientific discoveries made 
for the development o f .  various 
industries and the trial of pilot 
projects on behalf of some of the 
industries so that the optimum 
use of the researches carried out by 
them could be made. They would 
also like the Ministry to examine 
the steps that should be taken 'to 
facilitate greater co-operation bet- 
ween the Scientific Institutions and 
the Industry in the country. 



59 Do. 

27 58 External Affairs . The C3mmittee do not appreciate. 
the point made out by the Ministry 
that the officer concarned s h ~ u l d  
not have refunded any am mnt be- 
cause by his travelling by the lu-- 
xury liner, Government were saved 
expenses of his enforced halt 
en route which would have to be 
paid if he had travelled by an ordi- 
nary liner. This in their opinion. 
was an afterthought. It  is sur- 

, prising that the officer did not know 
that the T. A. admissible to the 
maid servant would be restricted 
to the fare of the class entitled or 
the actual fares whichever was less. 

. In the opinion of the Committee, 
if it was in the public interest 
for the officer to  travel by the 
luxury liner the proper course - would have been for Government 
to accord sanciion permitting the 
Officer to travel by the luxury liner. 
as a special case. Qff-setting the 
saving in the fare of maid-servant 
againsl the exczssive expenditure 
incurred by the Officer is not only 
against the well-recognised stan- 
dards of financial propriety but is 
open to 211 kinds of adverse com- 
ments. 

no. 'i) The Committee are of the o p i ~ i o n  
that exkeptions in individual cases 
in the matter of grant of outfit al- 
lowance will create an impression. 
of favourtism and should be dis- 
couraged. 

Do. . (ii) In the present cases the Com- 
mittee are of the view that con- 
sidering thpt the officers concerned 
had, at least partially, the benefit 
of the expenditure from the outfit 
allowance, the waiving of the re- 
covery of the entire allowance- 
in each of these cases was not justi-- 
fied. 



External Affairs . The Committee are not at all sa:is- 
fied with the progress of recwery 
from the evacuees from war zones. 
They desire the Ministry to exa- 
mine the whole issue with a view 
to expediting the recovery of out- 
standing ammnts and winding up 
the organisation for effeciing re- 
coveries of amounts advanced 
under the scheme of assistance 
both at the Centre and in the States 
as quickly as possible. 

Dn . Before purchasing furniture borh new 
and for purposes of r~placment ,  
the Embassies must satisfy them- 
selves that the rules and regulaiions 
relating thereto are strictly ad- 
hered to. 

Do. . Th: Committee express the h3p: 
that the revised rates for the pay- 
ment of foreign allowance have 
been carefully fixed for each sta~ion 
with full justification and would 
like to watch the new arrang-ments 
in acmal wxking. The  Commit- 
tee would like to reserve their 
comments on this arrangement 
pending further study of the de- 
tails supplied and in the light. of 
future experience. 

DQ . The Committee desire that the re- 
quisite information - regarding the 
financial powers of the High Com- 
missioner for India in the U.K. 
should be expedited. 

Do. . The Committee should be informed 
of the decision taken by the 
Government in the matter of enter- 
tainment of foreign dignitaries in 
private houses. 

Do. . The Mimstry should frame a set of 
rules regarding the entertainment 
of guests by the Governmmt of 
India and our representational staff 



..-. - 
abroad so that the expenditure in- 
curred thereon might be subjected 
to scrutiny by Audit and any possi- 
bilty of misuse or improper spend- 

# ing obviated. 

.34 80 External Affairs . It  is essential that in the case of an 
officer of a Ministry who was being 
considered for re-employment by 
another Ministry, the former em- 
ploying Ministry should promptly 
inform the latter about the antece- 
dents of the officer as also the 
financial or other irregularities com- 
mitted by him in his previous post 
to facilitate decision regarding 
his re-employment. 

3 5  83 Do . The Committee are of the opinion that the Ministry of Finance 
Finance . should not have surrendered their 

funciions to the adminis~ra~ive Mi- 
nistry in :he case relaring to the 

' purchase of Chancery building of 
an Indian Mission abroad. They 
feel that the sanction should have 
been accorded by that Ministry 
only after they were fully satisfied 
about the points regarding which 
caveats were entered by them in 
the sanc~ion. 

36  88 Finance . Heavy outstandings on account of 
recovery of various taxes on income 
disclose an unsatisfactory state of 
affairs. The  Committee feel that 
the progress in effecting these re- 
coveries has been slow and dis- 
couraging. In view of the mount- 
ing addiiions to outstanding 
amounts year after the year, unless 
the Ministry ini! iate ac- 
tion with vigour for recovering 
the dues, there is evgy likeli- 
hood of loss of Government money 
with the passage of time. They 
should, therefore, like the Ministry 
to consider earnestly this problem 



and report to the Committee the 
measures proposed to be taken to 
realist the out-standings expedi- 
tiously. 

go Finance 

Do. 

Do. 

, Do. 

. The Committee thought that with 
the strengthening of the Incometax 
Department, the collections would 
go up as the net would be cast 
more widely. They trust that the 
Department will address itself to 
this question of tax evraion and 
take necessary action. 

The Committee are unable to accept 
the argument of the Ministry that 
in view of shortage and uncertain 
market conditions, stores were re- 
tained at the Alipore Mint for 
future consumption but their ori- 
ginal expectations went wrong and 
this resulted in accumulation of 

, stores. They feel that all this 
followed from haphazard planning 
and failure to keep a check on 
incomings and outgoings of stores. 
The Committee stress the need 
for the setting up of a better 
machinery for regular stock veri- 

. fication and disposal of stores. 

. The existing rules and the time 
schedule for periodical physical , 
verification of stores should be 
strictly adhered to and no relaxa- 
tion in this regard.made without 
prior approval of the competent 
authority. 

. The Ministry .of Finance have ob- 
served that "so long as all taxes 
levied by any law were initially 
brought to account within the 
Consolidated Fund as revend and 
all payments of equivalent sums 
to any fund or body were made by 
appropriation from the Consoli- 
dated Fund and all expenditure 



out of ad hoc funds vnder tlad 
control of the executive were ini- 
tially treated as expenditure from 
the Consolidated Fund and remain- 
ed subject. to the ordinary process 
of voting and appropriation by 
Parliament, the expenditure being 
reimbursed from the fund to the 
Consolidated Fund, the procedure 
conforms to the essential require- 
ments of the Constitution and 
secures full parliamentary con- 
trol." 

The Committee would like this ques- 
tion to be referred to the Attorney- 
General for his opinion and ad- 
vice. 

40 IOI Finance 

Do. 

Do. 

. A note stating. the amount of re- . 
habilitation loans given to the 
States so far, the amount that 
was due and the amount that had 
actually been repaid should be 
expedited. 

. There has been a lapse on the 
part of the High Commission for 
India in London in resuming the 
payment of pension in a certain 
case withaut any authorisation from 
Audit which was normally req- 
uired specially when the pension 
was payable in some Indian treasury . 
and not in the U. K. 

. The Committee are anxious that 
Government should persuade the 
Pakistan Government to arrive 
at an early overall financial settle- 
m n t  (including settlement of the 
Partition Debt amounting to Rs. 300 
crores due to India) with India as 
it has been pending for more than 
ro years. 

# 

42 lQ9 no. , The Committee are not convinced 
of the justification for the special 
consideration shown to the olhcer 



konccrned in allowing him to accept 
a further payment of Rs. 6,763 
from the Ceylon Government to 
wards reimbursement of '  additional 
income-tax that was payable by 
him on account of' Ceylon allow- 
ances. They fee that in the matter 
of tax liability the treatment to be 
meted out to all officers deputed 
for service under a foreign Govern- 
ment. under the Colombo Plan, 
should be uniform. They trust 
that there would be no occasion 
for the Committee in future to 
comment on such discrimination. 

43 110 & 111 Finance . Keeping in view the spirit of the 
Constitut.ion regarding supremacy 
of the Parliamentary Control over 
finance, the matter relating to the 
regularisation of expenditure in- 
curred on a ' new service ' without 
approval of Parliament should be 
further examined in the light of the 
suggestions made by the Com- 
mittee in Para. 392 of this Report 
in consultation with the Attorney 
General. 

Ds. . (i) The Committee do not accept the. 
interpretation sought to be given 
by the Ministry to Section 4 of the 
Salaries and Allowances of Minis- 
ters' Act, 1952 (Act 4958 of 1952) 
and the Salaries and Allowances of 
Officers of Parliament Act. 1953 
(Act 20 of 1953) by virtue of which 
a Minister or officer of Parliament 
receives (a) rent-free accommoda- 
tion consisting of a furnished re- 
sidence, the maintenance charges 
of which are borne by Government, 
and (b) free supply of electricity 
and water xo the residence. 

Do. I 14 . (ii) The Committee are of the opinion 
that the amendment to Section 7 
of the Income-tax Act made in 
1955 is intended to cover not mere- 
ly the a m 1  rental value of the, 



rent-free ac:ommodation but also 
any concessional recovery of rent. 
As such, the valuation of rent- 
free res~dence at 100,; (if un- 
furnished) and 125% (if furnished) 
on salaries under the executive 
instructions is no longer permissible 
and application of executive ins- 
tructions in the case of Ministers 
and certain other dignitaries of the 
Union Government whose salaries 
and privileges are regulated by 
Acts of Parliament is not correct. 
Further exclusion from the total 
incomc of the Ministers and other 
dignitaries of the value of water 
and electricity supplied free to 
them in terms of the rele~ant  A a s  
of Parliament, following the old 
executive instructions, is not in 
accordance with the present law. 

112 Finance . ( i l l )  The conclusion, therefore, is 
inescapable that the continued ap- 
plication of the executive instruc- 
tions not in accordance with the 
present law is not onl!. resulting in 
loss of revenue to the State but 
also is giving extra-legal benefit to a 
class of people which is not per- 
missible in view of the provisions 
of Section 60 (3) of the Income- 
tax Act. 

Do. 

45 11; Do. 

. (iv) In vicu of what has been stated 
above, the Committee desire that 
Government should consider the 
matter in all its aspects taking into 
consideration the opinion expressed 
by the learned Counsel and re- 
gularise this matter. 

. The Committee are informed that 
the realisation of the demands 
raised by the Income-tax Invesgtiga- 
tion Commission as at the end of 
February, 1957 stood at Rs. 13.10 
crores. They would like to be 
informed of the settlement of these 



outstanding cases which the Mi- 
nistry hope to complete by the 
middle of 1958-59. 

Finance . The Committee would like to watch 
the working in actual practice of 
the procedure regarding the write- 
off of loans advanced on the au- 
thority of the Appropriation Acts 
passed by Parliament introduced by 
the Ministry of Finance at their 
instance. 

Do. 

47 122 Rehabilitation The Committee should be informed 
Finance Admi- . by r st September, r 958 the amount 
nistration. of loans recovered and the corm- 

ponding reduction made in the 
various categories of staff employed 
by the R.F.A. 

48 124 Do. . (i) It  is apparent the chances of 
recovery in the cases of certain 
categories of loanees from . F a t  
Pakistan amounting to Rs. 114.25 
lakhs are almost ni!. The amount 
at stake in case of loanees who are 
still struggling to rehabilitate them- 
selves is Rs. 162.23 lakhs on 
31-12-56. Here too the chances 
do not appear bright. Thus the 
R.F.A. are bound to be faced very 
soon with heavy bad or irrecover- 
able debts. 

125 Do. . ( i i )  The Committee have not been 
informed of the various steps so 
far taken by the R. F. ,4. in either 
tracing the loanecs or their guaran- 
tors and making efforts to recover 
the outstandings. Apart from 
the loss of principal, the R.F.A. 
have to pay interest to the Govern- 
ment of India at the rate of 3 per 
cent on the money ,advanced by it. 
In addition, the incidence of esta- 
blishment charges has to be taken 
into account. 



Finaace --- 
I 26 Rehabilitation (iii) Taking into account all these 

Financing Admi- factors, the Committee express 
nistration. their grave concern over this de- 

terioration in the recovery of loans 
(apart from the interest). They 
suggest that Government should 
devise suitable measures in con- 
sultation with the West Bengal Go- 
vernment to retrieve t h e  loss as 
far as possible. . 

49 127 Do. . The Committee trust that it would 
be possible for the R. F. A. to 
enforce recovery of their outstand- 
ing loans in respect of loanees from 
West Pakistan who are holding 
verified claims in respect of property 
left by them in Pakistan. They 
should be informed of the progresb 
madq towards recovery of loans as 
on 31-3-58. 

Do. . The facts and figures disclosed in 
the account of the R. F. A. under 
report amply illustrate that the 
problem of bad and doubtful debts 
is likely to assume serious propor- 
tions in the near future. The 
Committee, therefore, feel that the 
R.F.A. should give their most 
serious consideration to this aspect. 
As the Administration were de- 
vising a suitable formula for the 
clalculation of bad and doubtful 
debts, the Committee defer con- 
sideration'of t h ~ s  question till such 
time as the Administration worked 
out a formula. 

51 133 Finance . The procedure followed in the Vnitcd 
Kingdom is that wherever a -ma- 

Industrial Finance rantee is given by Government 
Corporation. which involves a contingen lia- 

bility on the Consolidated Fund, 
the matter is placed before Parlia- 
ment. This procedure is not ge- 
nerally followed in India, and this 
precludes Parliament from being 
informed as to the magnitude of the 



sums guaranteed by the Govern- 
ment which constitute a contingent 
liability on the Consolidated Fund 
of the Government of India. This 
matter requires examination. 

8 
52 I34 F i n w e  (i) The Committee are not sure 

- ~ndusuial Finance whether the action of Government 
Corporation in the case relating to the lump 

sum payment of Rs. 21,000 
account of terminal leave salary 
to the Managing Director was le- 
gally correct in remitting it for 
decision to the Corporation as 
the powers of appointment of the 
Managing Director of Corporation 
vested in Government, which was 
obviously the reason why the Cor- 
poration referred the matter to  
them. The Committee suggest 
that this question should be re- 
ferred to the Attorney General for 
opinion. 

135 Do. . (ii) T h e  Committee are constrained 
to point out that despite their ad- ' 

verse comment in certain cases 
handled by this oflicer (the former 
Managing Director) and dealt with 
in paras I 12, 379-91 and 401 -406 
of their Fifteenth Report, the Cor- 
poration allowed him to retire 
with a handsome ex-gratia payment 
of Ks. 21.000 (tcrmcd as " 1em.e 
salary "). 

Do. . Ceilings shuulJ also bc prescribed 
in respec1 of pa!. grantcd to  COY- 
poration's employees posted lo the  
loanee companies and copics of , 

regulations under consideration of 
the Ministr!. in this regard, when 
finaliscd, shouid bc fi~rnishecl t o  
the Cornmittcc. 

5 4 139 Do. . With a view to bridging thc gulf 
betwecn the amount of loans sanc- 
tioned and that actually availed of 
Government \litwld examine the 
various stagcs kid  down by the 



53 141 Finance 

Industrial Finance 
Corporation. 

5 7 143 Ministry of 
Finance. 

Corporation right from the stage 
of receipt of application till the 
actual payment of the ban and see 
what improveements can bc: effect- 
ed. 

. The Committee observe that the 
Cmvernment have noted the re- 
commendations made by them ear- 
lier that the Corporation should not 
flout or disregard the advice given 
by the Ministry of Commerce 
and Industry in the matter of 
grant. of baas to new Industries 
since that Ministry is charged with 
the public responsibility for pro- 
moting the industrial development 
of the country. They desirc 
that in cases Where the Corporation 
have any reason to deviate from the 
advice given by the Ministq of 
Commerce and Industry, the for- 
mer should adduce valid reasons'' 
for doing so. 

The Committee observe that the 
comparative statement showing 
the proportion that the establish- 
ment charges bear t a  the total 
expenses in the I. F. C .  and similar 
other institutions both in India 
and other countries as furnished by 
the Corporation does not meet the 
specific recommendations made by 
them. Steps should 6e taken to 
bring down the high percentage of 
establishment charges of the Cor- 
poration and the progress made in 
this direction be reported to the 
Committee \vhen they next esamint 
the accounts of tht. 1.F.C:.  

The Ummittec arc not satisfied 
with thc tio\~ernmt.nt n~crclj. hav- 
ing ' noted ' their cuiier ohserva- 
tions that the launching of the 
projcct for the building of the Cor- 
poration Offices \vhich had resulted 
in an inli-uctuous cspenditure of 
lis. 2 lakhs was both inopportune 



144 Ministry of Fin- 
ance. 

Industrial Finance 
Corporation. 

148 Finance - 
I.F.C. 

as well as imprudent in view of 
the financial position of the Cor- 
poration ast it was then. They, 
therefore, desire that Government 
should investigate the matter fur- 
ther with a view to fixing responsi- 
bility for the loss and report to 
them the steps taken to effect re- 
covery thereof. 

The Committee feel that instead 
of merely ' noting ' the observa- 
tions made by them, G.overnment 
should have taken necessary steps 
for recovering the amount from 
the individual concerned more es- 
pecially when the Government 
themselves admitted that this ex- 
penditure was not a proper charge 
on the Corporation. They regret 
to note that this person is no longer 
in the service of the Corporation 
and has already retired after having 
been given an ex-gratia payment 
of Rs. 21,000 in the form of 
leave salary, as referred to in 
para. 134 above. They would, 
therefore, suggest that the Corpo- 
ration should obtain the legal opi- 
nion from its Legal Adviser with a 
view to reenforcing rcovery of r his 
irregular charge incurred by this 
Officer. 

8 

The Committee should be informed 
of the final outcome of the action 
taken against the guarantors for 
making good the loss of about 
Rs. 50 lakhs sustained by the Cor- 
poration in their deal with the 
Sodepur Glass Works which has 
since been written off. 

(13 The Committee are unable to 
accept the view that rules governing 
the purchase of spares by the 
Chairman, C. T. 0. did not pre- 
clude him specifically from im- 
porting them by air. They are 



of opinion that whenever the rules 
do not specifically confer certain 
powers on an officer, the correct 
thing to do would be to have the 
position clarified immediately by 
reference to the Administrative and 
Finance Ministries instead of act- 
ing on presumptions. In the 
present case, the matter was re- 
ferred to Finance only after the 
order had actually been placed. 
There was no evidence on record 
as to whether Finance ever raised 
the question of the C.T.O's. com- 
petence to order stores direct in 
this case. The Committee are sur- 
prised that Finance regularised the 
purchase without examining this 
aspect of the matter. 

151 Agriculture .' (ii) The Committee agree that there 
should be adequate delegation to 
facilitate smooth and expeditious 
working of the administrative ma- 
chinery, but they would caution 
that such provisions should not be 
misused. They had in the past 
occasion to consider a similar case 
where project stores had been or- 
dered by air and the freight alone 
cost more than the stores themselves. 
In this case (cf. Para. 2 of Audit 
Report (Civil), 1956-Part I), it is 
obvious that even according to 
the delegated powers, the Chair- 
man had exceeded his limits as the 
cost of the stores together with the 
freight thereon went above the 
limit of Rs. 10,ooo. The Com- 
mittee would like the Ministries 
to take serious notice of such cases 
in future. 

152 Do. . (iii) Judging from the' slow rate of 
issue of these stores, the plea of 
urgency in support of their air- 
lifting is hardly convincing. The 
Committee. therefore, feel that the 



C.T.O. could easily have checked 
their requirements and placed the 
vrder through the D.G., S. &-I). 
Such orders by air not only lead to 
avoidable expenditure, but also 
indicate lack of proper forethought 
and planning on the part of xhe 
administration. Further, in this 
case no endeavour was made to 
restrict the import by air to the 
quantity that would have been 'm- 
quired during the period the ba- 
lance of stores would have taken to 
reach by the surface swte .  The 
Committee feel that such a course 
would be .a better alternative to 
adopt in similar 'cases in future. 

61 155 Agriculture . (I) The Committee had commented 
in para. 71 of their Sixteenth Report 
that it was wrong to take credit in 
the accounts d the Central Tractor 
Organisation for disputed charges 
outstanding on account of interest 
chargeable to the State Govern- 
ments due to staggered recoveries 
from them. They are amaiied that 
this practice was being continued 
in subsequent years also, especially 
when it was admitted by the re- 
presentative of the Ministry that 
Government were unable to realise 
interest from the States. 

156 Do. . (ii) Thc Committee consider it un- 
fortunate that this matter was not 
handled effectively by the Minis- 
try right from the initial stages 
which had icd to the accumulation 
of large arrears of interest. 

62 158 Agriculture . Every proposal sh(1uld bc. scrutinised .. -- by the Ministry of Finance in all its 
Finance . aspects beforc according approval. 

In the present case relating to the 
payment of subsidy tosthe C.T.O., a 
part of the funds voted by Parlia- 
ment for being spent on G.M.F. 



schemes was to be divelted to mect 
ceztain losses incurred in the C.T.O. 
The Committee are of the opinion 
that in such cases where provision 
for expenditure has not been made 
in the Budget Estimates and the 
p r o p e d  expenditure represents a 
marked expansion of' an existing 
scheme or service, it should be 
submitted for the prior approval of 
Parliament by means of a Supple- 
mentary Estimate. 'I'hey regret 
that this important aspect was lost 
sight of by Finance. So far as 
this case is concerned, the Com- 
mittee were given to understand 
that Govt. have since decided to 
exhibit this expenditure distinctly 
in the Estimates as a loss incurred 
by the C.T.O. 

Agricultu're . (i) The Committee would ulike to  
know in due course, the result of 
efforts being made by the Ministry 
for speedy disposal of tractor spare 
parts. 

Do. . (ii) In the present case where an 
enquir). into thc unnecessary pur- 
chase of tractors and spares, was 
conducted on the Committee's re- 
commendations, a copy of the 
Report of Enquiry should have 
heen furnished to the Committee. 
The (ljrnmirtec desire thar in 
futurc uhcnc \w an cnquiry is 
made at their instance. the Rep& 
of that cnquir! should in~miably 
he furnished to them. 

Do. . (iii) l'hc. Ciunmittce kc1 thar in the 
face of thc. charsc t h a  the officer 
against n.hom the enquir!. \\.as held 
got an initial rcporr b! ;I subordinate 
technical ofticw alxlut the quality 
of the implcmcnts substituted sub- 
sequcntli, and ;tltcl~ccl rhc noting 
on thc tilc. thc contention of the 
Aiinistr! that  thcrc was no case . for :my :~c.tion against any officer 



concerned with the transaction is 
untenable. In their opinion, , it 
was a grave offence on the part of 
the officer to have tampered with 
the file which should have been 
dealt with appropriate severity. 
They regret to observe that Govern- 
ment had been needlessly mild in 
this case. 

6.1 162 Agriculture . (i) The Committee are not satisfied 
with the reported pace of progress 
in disposal of stores and physical 
verification of stores in the C.T.O. 
They are afraid that unless this 
work is completed quickly, the 
risk of more obsolete stores accu- 
mulating with time was there and 
it may nullify the work already 
done in this direction so far. They, 
therefore, desire that a time-limit 
should be set for this work and 
earnest efforts made to complete 
the work by that date. 

Do. . (ii) The Committee desire that the 
reconciliation of discrepancies no- 
ticed in the physical verification 
of stores must be completed with- 
out further delay. 

Do. . The Committee are of the opinion 
that before arriving at the profit 
in. the sale of non-tractor parts 
not required for use in the C.T.O., 
the overhead charges including in- 

. terest and storage charges should 
also be taken into account. The 
progress in the disposal of stores 
is slow and further additions to 
surplus stores as time passes has 
also to be reckoned with. The po- 
sition of disposal of stores is far 
from satisfactory and warrants some 
reorientation of the procedure for 
declaring stores as surplus and 
disposing them of. 

66 165 Do. . The Committee observe that the 
monetary limit for petrol, oil and 



lubricants has been fixed at Rs. 
23,60,ooo in the case of C.T.O. 
The Committee consider it to be 
obviously excessive as the stocks 

' of these items are not required to  
be held for the whole year's ne- 
quirements and their supply can 
be easily obtained. 

Agriculture . The Committee feel that there is 
much scope in a big and old or- 

. ganisation like the C.T.O. to bring 
down the cost of operation charges 
considerably so that the benefits 
of tractorisation are available to 
cultivators at reasonable cost. 

Agriculture . The Committee are distressed to ------ - see the helplessness of Government 
W'. 'H. 6: S. . in punishing the delirlquent officials 

who were mainly concerned with 
the purchase of implements worth 
Rs. 45 lakhs from MIS Pashabhai 
Patel and Co. in 1946, as they had 
retired from service. But the res- 
ponsibility for this rests squarely 
on the Government as it had taken 
them more than 10 years to amve 
at the final decision in this case. 
The inordinate delay has only 
enabled the guilty officers to escape 
punishment. Even in regard to offi- 
cers still in service, the. action 
taken by Government is far from 
satisfactory. The warning ad- 
ministered to the two officers of the 
Inspection Wing of D. G., S. & D. 
under the hlinistq of Works, 
Housing and Suppl!,. was not even 
recorded in their Character Rolls. 

The Committee arc definitely of the 
view that warnings, if they are to 
have any value, should be recorded 
in the Characzer Rolls for future 
reference at the time of promotion, 
re-ern ployment or retirement. 



-- 

69 170 Agriculture . . (i) The  Committee were at a loss to 
understand how the sum of 
Rs. 3,35650 was accept@d from 
Messrs. Pasbabhai Pate1 & Co. to 
meet the cost of rehabilitation of 
the implements in final settlement 
of the case in so far as the firm 
was concerned. 

( i i )  The Committee ale not con- 
vinced uith the explanation of the 
Ministry that the Chairman, C.T.O. 
who uas also. ex-officio Deputy 
Secretary in the Ministry was not 
consulted in the matter of reha- 
iilitation and modification of 
Pashabhai Patel implements as re- 
commended by the Expert. They 
understand that the report on the 
performance of the modified im- 
plements uas not satisfactory and 
there was no market for them. In 
these circumstances, Government 
should have preferred a claim 
against the firm for compensation 
covering the entire cost of imple- 
ments. In settling the compensa- 
tion at Rs. 3,35650, the firm 
has benefited at the expense of the 
tau - payer. 

(iii) 'The explanation given for not 
apprising the Committee of Officials 
v ho enquired into this case, of ~ h c  
views of the Chairman, C.T.O., is 
neither .satisfactory nor convincing. 
Thej  are amazed at the distinction 
sought to be made by the Ministry 
about the opinion given by the 
Chairman. C.T.O., who u as hold- 
ing a dual appointment namely the 
Chairmanship of the C.T.O. and 
Deputy-Secretaryship in the Mi- 
nistry of Food and Agriculture. 
Such a situation is the outcome of 
appointing an officer of the Secre- 
tariat to be simultaneously in- 
charge of the administration of an 
organisation under the Ministry. 
The Committee trust that Govern- 
ment will profit by such experiences. 



70 173 Home Affairs . The Committee desire that a copy of 
the judgement of the High Court 
in the Fertilizer Deal Case be 
furnished to them. They would 
also like the Ministry of Home 
Affairs to communicate to the 
Committee the final outcome of 
the appeal of the other officer 
pending in Supremc Cou t .  

71 174 Fcod . The Committee feel that undoubted- 
1y the officer in the Indian Em- 
bass) had acted beyond his jur~s- 
diction in agreeing to the addi- 
tional provision in the contract for 
purchase of' sugar from a foreign 
firm without first consulting the 
Miinistry. In their opinion, it was 
not a bona jide mistake but a case 
of failure on his part to carry out 
specific instructions. The Com- 
mittee desire that the displeasure 
of the Government should now be 
formally communicated to the offi- 
cer and the fact reported to them. 
They are. unable to accept the 
plea that the officer did not know 
the correct form to be adopted. 

72 1'75 Food . The C;omrnittec arc unable to accept 
the plea that the officers were not 
aware of the correct form to be 
adopted in such cases of acceptance 
of tenders which in accordance 
with the provisions of the Consti- 
tution should be ,in the name of 
the President and be fcllowed by 
the execution of a formal contract. 
They 'underst and that there is a 
list ~ h i c h  indicates the authorities 
competent to sign contract> on 
behalf of the Government. The 
Officer concerned had not ob~iously 
consulted this list before he 
signed the acceptance letter. The 
Committee had in the past occa- 
sions to comment on similar cases. 
But such cases still recur. They, 
therefore, recommend that all offi- 
m s  dealing with conuacts should 



be made familiar with these ele- 
mentary principles of contract so 
that defaulting contractors do not 
escape on technical defects in pro- 
cedure and can be dealt with suit- 
ably under the terms of conuact. 

176 Food . The Ministry of Finance should 
take up the question of control 

Finance over grant-aided bodies and fur- 
nish a note to enable the Com- 
mittee to consider this rnauer in 
detail. 

179 Health . The Conunittee regret to point out 
that shortage in stores in -the 

. custody of the Medical Store De- 
pots should continue to be shown 
even after they had been reported. ' 

The Committee are not convinced 
of the reasons for such a long 
delay involved in ejecting an 
unauthorised displaced person 
who was occupying a part of the 
premises of the Medical Storas 
Depot. Bombay. The delay of 
three years in filing the suit since 
the date of orders of the Ministry 
for filing a suit is unconscionable. 

It is needless to stress the imperative 
necessity of furnishing complete 
information to the Solicitors in the . 
first instance so as to avoid any 
delay in instituting legal action. 
In the present case, the Committee . 
should be informed about the pro- 
gress made in the eviction of  this 
unauthorised occupant of Govern- 
ment premises as also the rent and 
damages recovered from him for 
the period of his occupation. 

182 . The Committee note that at this 
distance of time it was impossible 
to punish any person OT persons 
for mispostings in the stores ac- 
counts of the Medlcal Stores De- 
pots during the war years, and 

Do. 



then failure to reconcile the ac- 
counts even if the responsibility 
was fixed. The Ministry's note 
only shows the continued laxity 
in maintaining the Stores Accounts 
even after the termination of the 
war. 

Home Affairs . The Committee are unable to ap- 
preciate the dlfl'crence between 
the two cases relating to the 
hiring of two houses for the office 
accommodation a r  Srinagar as the 
(verbal) commitments made in both 
the cases were identical. Such a 
situation would not have arisen had 
the basis of the negotiation been 
put on record in writing by the 
officer concerned. 

Do. . T h c  proforma accounts of the Forest 
Department of Andaman and 
Nicobar Islands should be recast in 
consultation with Audit after taking 
into account the sale proceeds of 
the stock of timber since disposed 
of. 

LIome Affairs . The Ministry of Home Affairs should 
review the whole position of the 
working of the -Marine Department 
Stores, Andamans and consider 
whether having regard to the actual 
issues, the stocks held are not 
excessive as this .is always fraught 
with two risks, viz., firstly, deterio- 
ration and secondly, obsolescence 
by the lapse of time, apart from the 
unnecessary locking up of funds. 
The Committee trust that by the 
time they next take up examination 
of the Accounts relating to the 
Andaman and Nicobar Islands, a 
better picture regarding the work- 
ing of the Marine Department 
Stores would be presented to them. 

Do. , The Ministry should investigate into 
the continued losses in the working 
of the various sections of the 



Marine Department and reduce the 
overheads by making adjustments 
in the centage rates, if necessary, 
so that they are not disproportion- 
ately high as compared to the labour 
cost. 

Home Affairs . The Public Accounts Committee 
(1955-56) had hoped that with 
the setting up of a Vigilance Or- 
ganisation in the Ministry, dis- 
posal of such cases involving dis- ' 

ciplinary action would be expedited. 
But the Committee regret to ob- 
serve that things have not improved 
much. They would like the Mi- 
nistry to examine and report to 
them whether speedy action was 
being taken in cases of disciplinary 
action. 

Information and While the Committee appreciate the 
Broadcasting. force of the Ministry's arguments 

that while examining the question 
of loss in Radio Stations and Radio 
Publications, it should be remem- 
bered that A.I.R. was not only an 
expanding and devcloping service 
but it also performed certain ser- 
vices e.g., external services for 
which the A. I. R. could expect 
the Grant-in-aid from the Govern- 
ment ; besides the A.I.R. under- 
took plan publicity and educational 
broadcast for which it did not 
receive any payment, they never- 
theless feel that even after allowing 
for this expenditure on external 
services (which according to the 
Ministry's own rough estimate, 
might be of the order of Rs. 20 
lakhs per annurn at least) the overall 
loss incurred on . its working is 
on the high side. As one of the 
measures to counteract these losses, 
the Committee would suggest that 
the question of a graded licence fee 
depending on the number of valves 
in radio sets, instead of a flat rate 
for all sets as at present should be 



examined. The Committee trust 
that by the implementation of this 
suggestion, it would be possible 
for the A. I. R. to reduce its re- 
curring financial losses. 

Another revenue earning measure 
which the Committee had also in 
the past suggested is the production 
of cheaper radio sets. The Com- 
mittee observe that not much 
headway has been made in this 
direction so far. They would sug- 
gest that Government should c'e- 
vote greater attention to this ques- 
tion and facilitate the manufacture 
of cheaper radio sets within the 
reach of lower income groups of 
the population. 

83 194 information and The Committee feel that the propor- 
Broadcasting; tion of free distribution of Radio 

Publications is rather on the high 
side and they see no justification 
for it. They are also of the opinion 
that the publication of journals 
with a circulation of 5,000 or less 
should be discontinued as it is 
not economical to bring them out. 

The Committee are not sure how 
far the reduction in the price of 
radio sets will stimulate the sales. 
They would recommend for the 
consideration of the Ministry an 
increase in the radio licence fee by a 
rupee or so and supply of a free 
copy of the programme portion 
of the journal of his choice to 
each licence holder. The desira- 
bility of inclusion of tit bits of 
interest here and there in these 
Radio programmes to provide addi- 
tional recreation and education for 
which radio is intended should 
also be considered. The Com- 
mittee should be informed of the 
action taken by Government in 
the matter. 



lnformation and The Committee desire that the 
Broadcasting. outcome of the review of the 

A. I. R. organisations by the- 
Economy Unit may be expedited 
and reported to them. 

Do. 

Irrigation 
Power. 

Do. 

. The Committee would like to know 
the latest position in the matter of 
anti-piracy campaign. 

and The Committee are of the opinion 
that the time-lag between the dec- 
laring of machinery as surplw 
and its disposal should be elimi- 
nated. They also suggest that the- 
various Projects and Departments 
might be informed in advance 
about the machinery and equip- 
ments that are likely to be declared 
surplus by the Projects so that the 
formalities could be settled in time 
and the transfer effected as soon as. 
the machinery and equipments are 
released. 

. The Committee are of the opinion 
that it is high time that the Mi- 
nistry launched a system of Ad- 
ministrative Audit by technical per- 
sons in various projects financed 
by the Centre. They do not think 
that the States would object to. 
such a system being introduced in 
various projects. 

Labour and Em- The Committee were dissatisfied with 
ployment . the inordinate delay in settling the 

case relating to the drawal of a. 
forged bill and desire that the de- 
decision may be expedited. 

Do. . The Committee were informed by  
the Ministry that the previous 

Railways Deputy Manager of an Industrial. 
Training Institute,Bombay through 
whose laxity of supervision an 
account clerk misappropriated 
sum of Rs. 4,21 I by falsification 
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of accounts had since been reverted 
to his permanent post under the 
Central Railway and no further 
action was being taken against 
him in the Ministry. Disciplinary 
action was, however, being taken 
by th: Railway Department. I n  
the opinion of the Committee, this 
raises an important point of pro- 
cedure in disciplinary matters. In  
cases where one Department of 
Government borrows the services 
cf some official and the latter 
commits some financial irregulari- 
ties in that Department, the bor- 
rowing Department is in a better 
position to launch disciphnary ac- 
tion against the official as it is in 
full possession of the facts of the 
case. On arriving at a decision 
about the quantum of punishment 
depending on the gravity of the 
offence, the papers should be for- 
warded to the lending Department 
for further action if the officer had 
already been sent back to his parent 
Department. It is surprising that 
the Ministry of Labour did not 
act in accordance with the proce- 
dure for instituting disciplinary ac- 
tion in respect of Government 
rfficials on deputation laid down 
by the Ministry of Home Affairs 
in this behalf. 

The Committee would like to know 
the findings of the Departmental 
enquiry instituted against the offi- 
cial concerned and the disciplinary 
action taken against him by the 
Railway Authorities. 

90 202 Labour and Em- Storage of articles in excess of re- 
ployrnent. quirement is fraught with risk of 

detericration and consequent loss 
to Government apart from locking 
up of public money. 

91 203 -DO- . The Committee are not satisfied 
with the reaction of some of the 

----- -- - - - -- - 
------I__ 



Ministries to their proposal for- 
inserting a mandatory clause in. 
all the contracts coming within 
their purview whereby the contrac- 
tors should notify the vacancies. 
to the Employment Exchanges. 
They feel that with a view to 
making the Employment Exchanges 
an effective organisation and en- 
suring proper utilisation of the 
manpower resources in the coun- 
try, the Ministry of Labour should 
once again draw the attention oE 
the Ministries concerned to the 
basic principles underlying the re- 
commendation made by the Corn-- 
mittee and impress upon them the 
desirability of implementing it as 
far as possible. 

92 204 Labour and Em- The authorities in charge of the 
ployment Training Centres and Employ- 

ment Exchange Organisation in. 
the States should take keen interest 
in the matter of keeping track of. 
the ex-trainees and establish per- 
sonal contacts with the principal. 
industrialists and other employers 
and exhort them to employ the 
personnel trained by the Ex- 
changes as far as possible. 

93 205 ~ehabilitation The Committee regret to point out. 
that in this case regarding delay 
in payment of compensation to. 
landlords for acquisition of land 
for rehabilitation of displaced per- 
sons, the delay has been further 
aggravated in the acquisition of' 
land owing to delayed sanction of 
disbursing staff for payment of 
compensation to the landlords. 

In the present case, the Ministry. 
should as early as possible, issue 
necessary , sanction to cover the 
interest already paid and should 
fix the responsibility for the delay 
in the payment of compensation, 
The Committee should be informed. 



in due course of the progress of 
payment of compensation to the 
remaining ex-owners. 

94 206 Rehabilitation The Committee are unable to ap- 
preciate the subtle distinctic r l  bet- 
ween different kinds of govern- 
ment dues recoverable from dis- 
placed persons to Government. 
They trust that it should not be 
difficult for Government to find a 
way out for the adjustment of all 
dues to Government from the com- 
pensation payable to the displaced 
persons. 

95 207 -Do- The Committee would like to know 
the reasons for not taking specific 
sanction for relaxing the require- 
ments of calling for tenders in this 
case (grinding wheat) and how the 
Financial Adviser and Accounts 
Officer attached to the Camp, whose 
duty it was to guide the Camp 
Commandant, overlooked this fact. 

96 208 -Do- The Committee would like to know 
the further action taken by the 
State Governments against the 
delinquent persons who held charge 
of the Subannati, Ahmedabad, Pha- 
phamau and Ahhabad Camps. 

97 209 -Do- The Committee would like to 
know what steps have been taken 
by the Ministry to realise the 
amounts from the various persons 
employed in charge of the camps 
and against whom disciplinary ac- 
tion was taken for frauds, embezzle- 
ments, etc. 

98 210 -Do- Information already called for by 
the Committee as to the manner in 
which the loss on account of non- 
repayment of rehabilitation loans 
by dis laced persons is being cal- 'f culate and at what intervals and 
the amount of loan written off so 
for by the Central Government 
should be expedited. . 



99 21 I Steel, Mines The impressions gathered by the 
& Fuel Committee during their visit to 

Rourkela Steel Project confirmed 
Department of Iron the views of the professional audi- 

& Steel tors of the Company that the 
accounts at Rourkela called for im- 
mediate attention as the Accounts 
Department there had exercised 
little or no control over the affairs 
of the Project. When questioned 
about the financial control ex- 
ercised, the Committee could not 
get a satisfactory answer in the 
absence of firm estimates of ex- 
penditure for the different items 
of work. 

21 3 -Do- In  the opinion of the Committee, had 
Government prepared a co-ordinated 
plan for the expansion and develop- 
ment of the Visakhapatnam Port 
and providing it with suitable plant 
and machinery to cope with the 
increased traffic it was to handle in 
connection with the oil refinery 
and steel plants, Government 
could have avoided the liability 
for payment of demurrage charges 
to the tune of several lakhs of 
rupees for the detention of ships 
for want of unloading facilities at 
the port. The Committee would 
recommend that Government 
should accord top priority to the 
development of the Visakhapatnam 
Port so that the Port could handle 
the traffic expeditiously. In the 
meantime, Government should 
see that the ships carrying plant 
and machinery for the Bhilai Steel 
Plant are diverted to other ports, if 
necessary so as to ensure that the 
cargo is unloaded without delay. 

101 217 -Do- All the three Project Authorities 
should chalk out a phased pro- 
gramme for the interchange of 
visits by top personnel at the three 
Projects as it would enable them 



not only to make a comparative 
study of the construction problems, 
of the three Projects, but it would 
also enable them to get together 
and pool their knowledge in the 
interests of efficient working of 
the three Projects. 

102 218 Steel, Mines A note stating the reasons for the 
and Fuel revision of the original estimates - relating to the three Steel Pro- 

Department of Iron jects and the factors responsible 
and Steel therefore called for by the Com- 

mittee should be expedited. .. 
103 222 Do. The Committee are not aware whether 

any agency has been set up by the 
Government themselves for ex- 
ercising a check about the utilisa- 
tion of the loans granted by them 
to TISCO, and IISCO. for the 
specific purpose or purposes for 
which these were intended and 
whether the schedule for construc- 
tion works were being adhered to 
by the Companies concerned. 
They would like to be apprised of 
the manner in which Government 
satisfy themselves in this re- 
gard. 

lo4 224- S .M .&  F. (i) The Committee deprecate the 
inordinate delay that had occurred 

Deptt. of Mines & in the notification of the rules 
Fuel. made under the Coal Mines (Con- 

servation and afety) Act, 1952 
providing for the levy of cess on 
all coal and coke despatched from 
the colleries. Secondly, they feel 
that by confining the levy of the 
excise duty on Coke and Coal to 
despatches by rail only and leaving 
out Coke and Coal despatches by 
road or river even after the enact- 
ment of 1952, Government have 
gone beyond the powers conferred 
on them by thc Law enacted by 
Parliament. 

(ii) When the escise duty was not 
levied on despatches of coal and 



coke by means other than rail, such 
despatches had been considerable, 
viz. 1.061 million tons in 1953 
against the despatches of 31.473. 
million tons by rail. This only 
shows that there has been a 
considerable loss of revenue on 
movements of coal and coke by 
means other than rail prior to the 
25th September, 1954 which could 
have been avoided had Govern- 

, ment taken earlier action. 

(iii) The Committee do not see any 
satisfactory reason for delay on 
the part of Government despite 
the advice of the Ministry of Law. 
They, therefore, suggest that with 
a view to discountenancing such a 
situation arising in future, the 
time-limit by which rule should be 
framed by the Executive under de- 
legated legislation should be fixed- 
Moreover, these Rules should stric- 
tly follow the provisions and be 
within the scope of the substantive 
legislation. 

226 S.M.&.F. The Committee can do no more than 
express their dissatisfaction at the 

Deptt. of Mines and manner in which this case relating 
Fuel. to the delay in disposal of Govern- 

ment building, as commented 
upon in para 30 of their 15th Re- 
port, was dealt with. As regards 
the sale of buildings, it has been 
stated that a payment of Rs. 25,000 
has been realised from one colliery 
and the issue relating to another. 
is under arbitration. Further de-- 
velopments in the case should be 
intimated to the Committee. 

227 Transport and The Committee should be informed 
Communications of the further development relating 

to the recovery of Rs. 1~29,230 from 
Deptt. of Com- the Chinese (K.M.T.) Government 

munications and which is long outstanding. 
Civil Aviation. 



J07 228 Transport and The Committee would like to know 
Communications the final outcome of the case relat- 

ing to recovery from Pakistan of 
Deptt. of Communi- their share of contribution to the 

cations and Civil I.C.A.O. paid by India for the 
Aviation period from 15-8-47 to 30-6-48. 

viz., 15,635 dollars. 

229 -Do- The Overseas Communications De- 
partment should consider the ques- 
tion of placing experimental orders 
for transmitters with the Bharat 
Electronics (P) Ltd., Bangalore. 

-Do- All Ministries requiring electronic 
equipment should, before placing 

All Ministries orders abroad, first ascertain from 
the Bharat Electronics Ltd., whether 
that factory could manufacture and 
supply the equipment. In case, the 
B.E.L. had not established pro-- 
duction in that line, experimental 
orders should be placed with them. 
with a view to establishing manu-~ 
facture of that equipment. 

4 
230 Transport and The Committee are distressed to. 

Communications observe that the Ministry have 
not so far been able to apprise 

Deptt. of Transport them about the line of action con- 
templated to be taken by Govern-. 
ment in the matter of effective 
Parliamentary Control over the 
working of the Port Trusts in the 
country by amending the existing. 
Port Trusts Acts as suggested by 
the Comptroller and Auditor Gene- 
ral of India. They desire that a 
final decision should be reached o n  
this question which is pending for 
the last five years. 

While the Committee are glad that 
the Ministry have accepted the 
deal relating to the purchase of un- 
seaworthy vessel earlier commented 
upon in paras 97 and 98 of the 
23rd Report, as bad, they are not 
able to endorse the conclusions of 



the Government fully. The Re- 
port of the Superintending En- 
gineer, Assam, reveals certain ser- 
ious lapses on the part of officials 
who had negotiated the deal. The 

i Committee regret to observe that 
while purchasing this vessel the 
officials had not the interests of 
Government foremost in their mind. 

111 233 Transport and The Committee would like to know. 
Communications the outcome of the Report of 

the Enquiry Committee on "M.V. 
Deptt. of Transport Andamans", built by the Hindustan 

Shipyard, Visakhapatnam and the 
action taken cr proposed to be 
taken by the Ministry against the 
persons responsible for the de- 
fective construction of the vessel 
as also the precautionary measure to 
be taken for the future.* 

;112 235 -Do- The Ccmrnittee are not quite happy 
about the arrangement according 
to which the Shipyard has to find 
the resources for working expenses, 
material, etc., during the construc- 
tion per$d by resort to getting 
over drafts from the banks. While 
such a course may be resorted to 
on occasions for short periods, 
its continuance will go to increase 
the price of the end-product. And 
as the price payable by the shipping 
lines is the U.K. parity price, 
any extras in cost will increase the 
subsidy payable to the Shipyard 
by Govt. It is, therefore, neces- 
sary that every effort should be 
made to keep down the cost of 
construction, at any rate by es- 
chewing avoidable expenditure. 
Obviously, the difficulty will be 
overcome to a great extent if the 
pace of production is stepped up. 
For this purpose the Committee 
suggest actiop on the follo~ing 
1ines:- 

(i) Effective methods of cost control 
should be introduced in the 

- - 
*Since the Report was drafted the Report of the Enquiry has been published, and 

the Committee would take it up next year. 



Shipyard by laying down norms 
for each item of work, SO 
that deviations could be spotted 
immediately and remedial mea- . 
sures taken promptly. 

(ii) Shipping lines, which are g~anted 
loans by Government, should be 
encouraged to place orders with 
the Shipyard and this should be 
made a conditioc to the grant of 
the loan. 

(iii) Attempts should be made to 
standardise the ships-one for 
coastal and another for overseas 
shipping. This will go a long 
way in reducing the delay in 
construction which in turn will 
lead to greater turnover. 

113 237 W.H.& S. (i) The Committee feel that the 
case relating to thc depa~tmental 
execution of work, referred to in 
para I I of the Audit Report (Civil). 
1956 Part I., disclosed a serious 
situation in regard to  the main- 
tenance of initial accounts by C.P 
W.D. as the proper account of 
repair works carried out depart- 
mentally was not maintained and 
even the accounts of materials were 
not made available to audit. Such 
delays make room for inefficiency 
and corruption. They indicate 
loose control of the C.P.W.D. over 
its subdivisions. Officers res- 
ponsible for not maintaining the 
accounts have been let off lightly 
with a warning. The  Committee 
trust that a note of warning to the 
officers concerned far not main- 
taining the initial accounts and for: 
laxity of financial control in the 
present case has been kept in their 
Character Rolls. They feel that 
more stringent action is necessary 
in such cases. 

238 -Do- (ii) The  Ministry should conduct ru 
further enquiry into the matter and 



report to the Public Accounts Com- 
mittee infer alia the details of 
excess expenditure and the factors 
leading to it. 

239 . W.H.& S .  . (iii) The question of the excesses 
over estimates should be examined 
carefully to see that the provision 
made for maintenance and repairs 
is realistic and in accordance with 
current trends. 

241 -Do- The Committee were surprised at 
the plea of the Ministry that the 
sale price of plots sold to the dis- 
placed persons by Government al- 
ready included an element on 
account of municipal services and 
therefore no claim lay against the 
Municipality. In  their opinion, it 
was a question of transfer of cer- 
tain remunerative assets by Govt. 
to the Municipal Committees for 
which the latter should pay to the 
Government. The fact that the 
plots fetched a higheri(or even lower) 
price because of certain circum- 
stances, was hardly relevant. 

In order to enable them to examine the 
position further, the Committee 
desired to be furnished separately 
for each colony the proforma ac- 
counts regarding the number and 
value of houses built for displaced 
persons, numter of houses occu- 
pied by them and their individual 
value, amount realised and remain- 
ing to be realised by sale to dis- 
placed persons and the compen- 
sation due to each of those displaced 
persons. This is still awaited 

g 15 244 -DO- . (i) A statement showing the dis- 
ciplinary action taken end remedial 
measures adopted for future in the 
matter of faulty placement of con- 
tract for printin@ and binding of 
forms is still awaited. 



245 W.H. & S. . (ii) As regards the allegation that 
the firm used country-made poor 
quality paper and got payment for 
superior quality paper, the Com- 
mittee were amazed how this could 
have escaped detection at the time 
of inspection and taking delivery 
of the forms. Undoubtedly it was 
a case of gross negligence on the 
part of the officers responsible, and 
merely censuring them (two As- 
sistant Controllers) would not meet 
the requirements of the case. The 
Committee desire to know the 
circumstances under which this 
punishment was considered ade- 
quate, the present status of these 
two officers under Government, and 
in case they had retired, the posts 
held by them before their retire- 
ment. 

(iii) The Committee are also dis- 
satisfied with the position of the 
outstandings relating to old orders 
and desire that the up-to-date posi- 
tion be reported to them . 

247 -Do- . The Committee are of the view that 
there was no justification for the 
payment of Rs. 32,oool-as com- 
pensation for de-requisitioning a 
building in Bombay. If terminal 
compensation was at all payable, it 
should have been restricted to the 
estimated value of restoration of the 
building to its original state. Con- 
Eicting legal opinions given by the 
Government Solicitor in Bombay 
and the Law Ministry placed the 

. Administrative Ministry on the 
horns of a dilemma which resulted 
in a loss to Government. The 
Committee would invite attention 
in this connection to paras 1x6 and 
117 of their Twenty-third Report 
and urge upon Government to 
devise remedial measures to avoid 
such situations in future. 



117 248 W.H. & S. (i) Mere issue of instructions will 
not cure the disease (fraudulent 
drawal of materia4 frcm Govern- 
ment stores). Whenever any case 
of fraud comes to notice, prompt,. 
speedy and deterrent acticn should 
be taken against the delinquent 
cfficials. Such an awareness will 
go to minimise the occurrence of 
frauds. 

(ii) The Committee would like the 
Ministry to complete the verifi- 
cation of the remaining stock in the 
Stores Division of the C.P.W.D. 
quickly and report shortages there- 
in, if any. 

-Do- (iii) The Committee view with stiong - disfavour the procedure of giving 
All other Ministries extension of services to the delin- 

quent officer, so that he might be 
charge-sheeted, as it results in un- 
de~erving benefit to an officer in- 
volved in a fraud case against 
Government. 

118 239 W.H.& S. . . (i) In  their Fifteenth Report (1954-55)' 
the Ct mmittee had referred to. 
failures on the part of the Estate 
Office in maintaining their records. 
in the prescribed iorms since the 
inception of the revised procedure 
of assessment and recovery of r-nt 
in 1951. They are unable to un- 
derstand how despite their criticism 
more than twc years back, this 
unsatisfactory state of affairs stilb 
continues. The Committee should. 
be apprised of the action taken 
by the Ministry on the suggestions 
made by the Special Re-or- 
ganisation unit of the Ministry of 
Finance regarding the accounts pro- 
cedure obtaining in the Estate, 
office. 

(it') The Committee should be in- 
formed of the decisions taken im 



regard to the recovery of arrears of 
rent due from the displaced per- 
sons. 

119 250 W.H.& S. . The Committee deprecate the delay 
of about fite years in taking action 
against the officers responsible for, 
misappropriation of the sum of Rs. 
34,031 by an auctioneering firm. 
They reiterate their earlier recom- 
mendation that the disciplinary as- 
pect in all cases of fraud and mis- 
appropriation should be finalised 
expeditiously and deterrent punish- 
ment awarded to the persons con- 
cerned. 

120 252 -Do- The Committee desire that as soon as 
irregularities of the nature of over- 
pa>?ment of rent (cf. Para 18 of 
Audit Report ibid) come to the 
notice of the Government through 
Audit Objections, they should be 
communicated to higher officers 
m d  action on such cases should be 
accorded top-priority and watched 
carefully. 

121 25 3 -Do- : 'The remedialmeasures devised against 
losses of the type mentioned in 
Para 20 of the Audit Report ibad 
should be intimated to the Com- 
mittee. 

122 254 -Do- The Committee would recommend 
that in cases regarding the loss 
sustained by Government on 
account of wrong advice given to a 
firm, referred to in para 21 of the 
Audit Report ibid in future, legal 
opinion should be quoted verbatim 
and any interpretation or clarifi- 
cation thereof should be vetted by 
the Law Ministry beforehand so as 
to avoid any controversy later. 

123 355 -Do- (i) The Committee are of the opinion 
that, while requirement of 
stores should be assessed as closely 



as possile and the limits of stocks 
a d p t e d  accordingly, it would be 
incorrect to regulate the stock limits 
with the varying situations in direct 
supply. 

(ii) The Committee would suggest 
that there should be a co-ordinated 
and uniform policy in regard to 
holdrng of stock and that a suitable 
formula should be evolved after 
studying the conditions of demand 
and supply, period of deliveries etc. 
The Committee should be furnished 
with a note stating the scope of 
improving the methods of indenting 
stores; accouhting of their receipts 
and issues etc. after keeping in 
view the overall demand and supply 
position. 

W.H. & S. The  Committee feel that the trans- 
action relating to the purchase of 
teleprinter paper was a purposeless 
effort resulting in waste of time and 
money. 

-DL.- The Committee desire that the defects 
in the system of issues from stock 
which result in shortages should be 
removed. They are of opinion 
that in the absence of a proper 
system of accounting of stock, it 
woulcl bc ditficult to keep track 
of things. and shortages of stock 
would continue. The  Committee 
wduld like to be apprised of the 
final decision taken in regard to 
accounting, issue of vouchers etc., 
of stores: tn~nsactions. 

-Do- Full faas  on all aspects of disci- 
plinary cases for advice should be 

Home Affairs furnished to the U.P.S.C. in the 
first instance so that proper advice 
could be given without waste of 
any time. 



r3o 263 -Do- -- 
Law 

All other Ministries 

132 266 W.H.& S. . 

The Committee feel concerned that 
Government have not come to any 
conclusion so far in regard to 
fixation of final prices of Road 
Rollers, which has been dragging 
on for last 10 years. 

The Accounts should not remain un- 
settled for such a long time and 
energetic action should be taken 
to finalise them soon. 

The Committee are dissatisfied with 
the delays occurring in the Mini- 
stries in taking disciplinary action 
against the persons concerned. 

The Committee deprecate the delay 
in taking disciplinary action against 
the officer responsible in this case 
for making excess payment to the 
contractor, as commented upon in 
para 127 of the I 5th Report. They 
feel that such caws merit immediate 
action. 

The Committee desire that the Law 
Ministry should lntcr aliu look 
into the American Legislation and 
examine the feasibility of enacting 
similar legislation to safeguard the 
interests of the Exchequer by en- 
a b h g  Government to reopen past 
contracts where unconsciousable 
payments had been made. 

Copies of the instructions issued in 
the case relating to delay and e-ma- 
expenditure in making purchases 
Cds commented upon in para 103 
of the 23rd Report should be 
furnished to the Committee by the 
Ministrq.. This requirement should 
be noted for future. 

The  Committee desire that on release 
of the records by the Civil Court 
action should be taken immediately 
against the persons responsible for 



misappropriation of Government 
money in the case commented upon 
in para 127 of the 23rd Report. 

I33 267 W.H.&S.  A copy of instructions issued by the 
India Supply Mission, Washington 
for inclusion of an Assurance clause 
in the case of a Contract where it is 
decided to accept higher price than 
the lowest tender in the interests 
of earlier delivery on the lines of 
those issued by the I.S.D. London 
should be furnished to them. 




