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INTRODUCTION 

I. the Chainllan of the Public Accounts Committee, do present on their 
hchalf this Elcventh Report (Fourth Lok Sabha) on 'New Service'/'New 
lnstrunicnts of Service' arising out of certain awropriations brou@t out in 
the Appropriation Accounts ,[Civil) 196546. 

2. Thc Appropriation Accounts (Civil) 1965-66 together with the Audit 
Rcpnrt (Civil) 1967, was laid on the Table of the Ho~lsk 'on 7th April, 
1967. 

3. 'Ihc Comnlittcc examined thc Qcretary, Minktry d Finance (Depart- 
mcnt of Fmnomic Affairs) at their sitting hdd on 28th October, 1967 ( A h )  
on thccc appropriation4. The Committee also hcld two sittings on 18th 
March and 19th April, 1968 to take the evidence of thc representatives of 
ihc Ministries of Financc and Defence and the Department of Defencc 
Production. The Committee considered this Report at their sitting held on 
8th April, 1968 and finally ;tdoptcd this Report on 26th April, 1968. 
M~nutec of the \ittins of the Committce form Part II* of the Report. 

4. A statement showing the summary of the main conclusions/rccon~- 
mendation, of thc Committee i\; appended to the Report (Appendix n). 
For facility of rcfcrcncc thcw have bccn printed in thick type in the body 
of the' Rcprt. 

5. ?he Committee placc on rccord thcir appreciation of the assistance 
rcndcrcd thcnl in the examination of these appropriations hy the Comp 
tmllcr ;tnd Auditor Gcneral of Inch. 

6 .  They would dso like to cxprcss thcir thanks to the Officers of the 
Ministric4 of Financc and Defencc and the Departmcnt of Defence Produc- 
tion for the cooperation extended by thcm in giving information to the Corn- 
mittce during thc course of evidcncc. 

M. R. MASANI, 
Chairman 

I'uhlic .4 t-cc ~ur~ts Committee. 
- - - - - - - -  

*Not printed. Onc c)clcmt)kd cop) laid on ~ h e  Tubk of ~ h e  llcww .~nd five copie 
plascc! In Pnrlian~ent Library. 



NEW SERVICEiNEW MSTRUMENTS OF SERVlCk; 
MINJSTRY OF FINANCE 

1.1. Articlc 1 15 ( 1 ) of thc Constitution requires that "when a need has 
a r k n  during the current financial year for supplementary or additional 
cxpcnditurc upon some new service not contemplated in the Annual F i i i a l  
Statcmcnt for that ycar". another statement showing the ~ t h a t e c l  amount 
of that expcnditurc should be laid b c h c  both the Houscs of Pariiamcnt md 
ncccxsary appropriation law got enacted in terms d Article 115(2 1 .  The 
tcrm "New %rvice" has not been defined in the Constitution. 

1.2. Thc following caws of sutntantial cxpnditurc which wcrc mct h\ 
rcappropriation under existing power, which do not require obtaining ;t 

\ p ~ ~ i f i c  votr of Pitrlii~mnt were brought to notice in the Appropriation 
Accounts (Civil ) for 196566. 
( i ) Gru111 No. 133. pcrges 142- I43-Cnpi1crl Orrtkr\, oi thc J f i t ~ ~ s t r ) .  

1rtdu.str.s atui Supply : 
1.3. Note 2 indicates that the original provision of Rs. W lakhs nude 

un Jcr the group-had "A.2(2) -Purchase o€ Share of Hsaw Engineering 
('orporation" %a5 ; I I I ~ ~ I C ~ ~ C ~  by ;I further sum of R5. 3.35 crorc5 out of 
*.rvings avail;tblc ~rithin thc grant. 

1.4. During cvidencc. the Committee drew the attention of the Secrer 
I:lrv. Ministry of Finance, to  the fact that a sum of Rs. 3.35 crores out of 
r h ~  uving available in thc grant had been utilised for the purchase of shuts  
o f  tlic He;lvy Enginwring Corlwration and pintcd out that such a heat, 
invcstmcnt should have either hecn brought before Parliament bcforc 
making the inwetnicnt or. if rc.a\on\ of emcrgcncy nccesbitatcd it, it shoulJ 
have been reported to Parliament a s  soon as possible after the rvcnt. 
'I'hc Sccrctary, Ministr! of I-in;tnce. statcd that ihe authorlkd capital o/ 
the Hcavy Engineering Corporation that was placed before Parliament in 
thc erulicr Ruclgct w a s  Ks. 100 crorcs. The capital that had hw iswcd 
by thc <'orpration was of thc order of R\. 85 crorcs. 

The witness s~atcd : "here was a case where there was no ex- over 
authorised capital nor an cxcces of 251; over the paid-up capital nor even 
my changc in the investment pmgramnlc. It was ;I somewhat faster utilisa- 
tion of the investmcat, as far as I can judge,. . . . . . . .It is tmc that Rs. 3.35 
crorcs is out of all proportion to 60 lakhs, but it is d y  an investment 
ovw number of years consecutively. Within the cantext of no authoriscrf 
capital of 100 cram and an issucd capital udil then of 85 crores, I doubt 
whether this smd! investment is to bc classified as new service or ncw in- 
m u m a t  of scrvicc." 

t 



1.5. In reply to a question, the witness stated : "It is within the same 
scheme, which has been brought before and approved by Parliament, name- 
ly, within the authorised capital and guthorisqj investment programme. . . . 
If it was some expansion even within the authorised capital something out- 
side the original scope, I would certainly say it would be a new instrument 
of service. For instance, if the scheme was for a capacity to manufacture 
60,000 tons of machinery and it is modificd so that the capacity goes upto 
70,000 tons. even within the authorised capital. I would sav it is new 
instrument of service. othcnvke it would not rcally rcquirc to be hrou~ht 
before Parliament." 

1.6. In reply to ct further question. tlu witness stated : "We have to 
take the transaction as a whdc to see whether there was substantial Wer- 
ence in the investn~eat programme. Thc Ministry concerned should 1w 
asked to take that into account before they redly consider reappropriations 
like that." The Committee desired to be furnished with ;i note on thc 
following points : 

(a)  When was the sum of Rs. 3.35 crom out of the saving Wail- 
able in the Grant u t i W  for the purchase of shares of the 
Heavy Engineering Corporation ? 

(b) the date when the allocation was made; 
( c )  the date on which i t  was presented to Parliamcn~: and 
(d) how money to the tune of Rs. 3.35 crores wx. saved under 

the Grant. 

1.7. The Minist? of Finance have staled as follows in their note 
" n e  sum of Rs. 3.35 c row was utilised on the following dates :- 

Date (Rs. in hkhs) - .--.-- . . . - .-- .- . 
18.12-1965 1 50 
15.1.1966 100 
25.1.1966 85 

--.- 

335 
- -  

I .8. "Tbe Revised estimates were framed during Dcccmbcr, 19h5 -- 
January, 1966. The formal reappropriation order was, howcvcr issucd o n  
the 26th March, 1966." 

1.9. "The Ministries are empowered to re-appropriate funds under a 
grant within the sanctioned amount in accordance with the Delegation of 
financial Powers Rules. The additional requirements wcrc cxhibitcd in 
the Wised Estimates for 1965-66 at the time of pmmting the Budget 
Estimates for 1966-67 in February, 19M." la this coanaclion, a r d m c e  
is invited to Annexure XV-B at p a p  150, d the Expbatory Mcmoran- 
d m  and page 51 of the Demands fcw Grants relating to the Minidry of 
Industry for 1966-67. 



1.10. "The saving was mainly under the subhead "Purchase of shares 
of Heavy Electricals (India) Ltd." 

1.1 I .  "A provision of Rs. 700 lakhs was made in the Budget for 1965-66 
fm roleam of funds to the Heavy Electrids (India) Ltd. in the form of &arc 
capital for meeting the capital expenditure. This provision was made in 
the expectation that during the year the subscribed capital of the Corn- 
?any would be reduced consequent on the accounting adjustment in respect 
of the transfer of the assets of thc Heavy Elwtricals Eyuipment Plant a c  
tlardwar, Heavy Power Equipment Plant at Hyderabd and the High 
Pressure Boiler Plant at Tiruchi, to t k  Bharat Heavy Electricals Ltd. I t  
transpired during the year. however, that the reduction in the capital wa\ 
a complicated process and i t  was. thercforc, decided thal tk transfer of 
assets should be effected by reducing the loans advanced to thc Heavy Elsc- 
lricals. Thc share capital of the Company. was therefore, not increased it. 

any further provision of share capital to it would have resulted in the 
authorised capital b c i  exceeded. As howcver funds had to be made 
;nJilabIc to the Company this was done in the form of loan and this change 
was cxhibitcd in the Revised Estimate for 1965-66 vide in this conaection 
pages 79 and 150 of the Explanatory Memorandum and paee 73 of th: 
Demands for Grants of the Ministry for 1966-67." 

( t i )  Grarrr No. 138.-Puxe 17 1--Cuphal O d u y  of rlre Ministry of 
Petroleum and Chemicals : 

1.12. Note 2 indicates that an amount of Rs. 3.45 crores out of the 
invings was re-appropriated to G r o u p h c a d  "A.1(10)" and utilised i or  
thc purchase of shares of Fcrtiliser Corporation o f  India. No provi\tcm 
thcrcfore had been made in thc Budget. 

1.13. The Committee asked the Ministry of Finance to furnish a notc 
e~plaining. why the specific approval of Parliament was not obtained hctorc 
n~aking an invcstment of Rs. 3.45 crores in \he FcrtiIiir Corporaiion nt 
India as there was no such pmvlsion in thc original estimate. In their 
note. the Ministty of Financt have stated as folbws :- 

1.14. "A provision of Rc. 900 lakhs for giving loens to the Fertilizer 
Cbrporation cd India was made in the Budget for 1965-66 after taking into 
&count thc likely intcmnl resources of the Corporation and anticipated 
cxpcnditurc on pmjccts undcr construction. I t  hmme howcver necessary 
during thc year to pmvidc. i~tiditionai fund\ to the Corporation due mainly 
10 :- 

(i)  dclay in the commissioning of Trmbay Pmjcct kading to lcc~ 
internal resources: 

( i i )  incnrnw in the cost of Trornbay Project; 
(iii) lesser internal resources From Sindri Unit than anticipaM; 

and 



(iv) increased expenditure on Gorakhpur Project than whit wa\ 
anticipated at the timc of pieparation of Budget Estimates. 

1 . IS .  "As a resuit, additional funds an~ounting to Rs. 695 l a b s  werc 
provided to the Corporation-Rs. 350 lakhs as loans and Rs. 345 lakhs ap 
cquity. This was exhibited in thc Revised Estimates for 1965-66 at Ihc 
time of presenting the Budget Estimates for 1966-67. In this connection, 
;I reference is invitcd to pages I4 and 43 of thc Dcmnds for Grants of the 
Ministry of Petroleum and Chcmicnls and page 151 of the Explanatory 
Memorandun1 for 1966-67." 

1.16. "As the additional funds were provided for projects under con- 
\truction and a$ the cxpenditure did not exceed the total project estimates. 
thc limitation of 'New Scnicc'-which refers to expenditure on a service 
no t  contcrnplated in the Annual Financial St;~terncnt-ww not attracted. 
Further a\ \avings wcrc ;~vsilable within the sanctioned prim. i t  .\:IS not 
necessary to obtitin thc \pecific :ipproval of Parliament (through Supplc- 
mentan Dmands)  beforc incurring thc additional expc.n&itnrc." 

1.17. The Committee had desired to bc furnished with a note as to why 
the specific approval of Parliament was not obtained in the following casts 
where loans ol' substantial amounts wen: advanced to certain Corporalions/ 
private companies, even though there was either no provision for grant of 
loans in the ori-&a1 budget estimates or the additional Funds were much 
in excess of those provided for in the original estimates : 
-.- - - - - - -- -. . .- --- -- - -- - 

Ministry N m e  of thc 
Institution 

( i i )  Minerals & hlcrui\ Tmding rmppivii- 
lion Limited. Nil 

.Mines & 
Metals ( i i i )  Orissa Mining Corporation. Nil 

( iv)  National Mineral Devzlopmc.nt C h r  - 
m t i o n .  3 .CY  

1.18. The Ministry of Finance have cxplamcd tbc position ia rtspcct 
of cach ca\e in a written note which is rcpnduced &low :- 

( i  ) In& United Mills 
1.19. 'h lndia Unitcd Mills Ltd.. &mrhay, which is  the biggest cosl- 

write  textile mill in ~ h c  Country and which was facing a critical finuncial 



condition in Scptember-October, 1965, was taken over by thc Government 
of India with effect from 1-12-1965 after an Investigating Committee 
appointed under section 15 of the Industries (D&R) Act had made a 
recommendation to this effect. Thereupon, the Government of India and 
thr: Govcrnrnent of Maharashtra assumed joint financial responsibility for 
running the Mill on a 50 : 50 basis and in view of thc immediate financial 
rcquircment of the Mill. loans to the extent of Rs. 75 lakhs and Rs. 37 
laklis were \anctioned as Govcrnrnent of India's share on 5-12-1965 and 
t+ 1-1966 rcspc;(ivcly. A4 this was a post-budget decision, no provision 
tliCn.for could bc madc in thc original Rudgct. Howevcr, the rcquirc- 
riicnt of RY. 1 .12 crores wnu exhibited in the Revixd Estimates for 1965-66 
~.idc. in thi\ connection pitgc 8 0  of thc I'.xplmatory Mcmorariduni 2nd p q o  
3 4 r  of P:m I l l  of tlie Dcniandr tor Grant\ of the Min14try o f  Finance .or 
1 966-67. 

( i i  ) Mirrrrrrls irrr t  1 Metcr1.s 7'mclivr~ < 'orporuriotr L rcl. 

1.20. A short-term advance of R3. I cmrc had to bc n ~ d c  to tlic 
.\,lincrals and Metals Trading Corporation (M.M.T.C.) in March. 1966 in 
onkr  to enablc it to make payment to Ihc National Mineral\; Dr.vclopmcnt 
Cirrporation (N.M.D.C.) for the iron orc supplicd by the latlcr ior c x m ~ t .  
This became necessary hccau3c of the rctrospectivc revision of rne basis 
tbn \vhich the M.M.T.C. had to pay for the iron ore supplied by ttic 
N.M.D.C.. realting in M.M.T.C. having to make a substantial payment tv 
thc N.M.D.C. The M.M.'T.C. could not find ncccssary resource.; for this 
purpcw and th.: Govcrnnicnt. thcrcforc. s a w  a rind m a n .  
;rth,!ncr ti,  thc Corpora!ic~n. AI this wa. a pr-Budget decision, no prct ' 

\kion thcrcfiir \\as inclutlcd i n  thc Budgct Estimates for 1965-66 but the 
mtrlnt  I V ; ~  I'~u:id fro111 witlii~i the saving\ available in the ymnt. Thi. 
ccwlcl not also bc exhibi.cci in thc Rcvisd Ertinutc\ for 196546 whic.~ 
\wrt* prcscntcd before the dccision was taken. 

1.21. 7'11~. Ori~~i i  Gowrnmcnt had asked for a loan of Rs. 2.75 crorc\ 
11, rlicct thc rcquircnwnt\ of thr Orissa Mining Corporation an undcrtak- 
In:: of the Statc Govemn~:nt, for financing ;I p n  of thc cwt of thc Dait;~ri 

. Ircw Ore Project. This rcqucst was cnnsi&rcd and it w;i\ dccidcd in 
October, 1965, that assic;tancr amounting to Kz. 2.66 cmres may be givcrr 
clircctly to thr' C~~por;~t io i i  rathcr than throuph tlic State Govcrnmi~t. 
7% meant that instead of mccting the rcyuircnicnt out of the 'charged' 
provision it hud to hc. found out of the 'voted' pnwision in the H u d p ~ r .  
The Carpration ;a.tually asked for funds to the extent of RF. 1.85 crore~ 
m l y  during 1965-66 and this w a  found hy re-nppropriution of \win:!\ 
within & grant, ncj sp i f ic  provision having hccn made as this wa* 3 p t -  
fludget docision. 



(iv) Nutional Mkeral Devclopncnt Corporatioti 
1.22. A pmvision of Rs. 3.09 crom was made in the Budpt Estimates, 

1965-66 for grant of loans to the N.M.D.C. The amowt, however, fell 
short of the requirements mainly due to thc following post-budget develop- 
ments :- 

( i )  certain modifications to the crushing plant and additim~l 
plant were found necessary to arrest the generation of exces- 
sive fines in Kiriburu; 

(ii) equipment for Bailadii Project, which was not available on 
deferred payment terms as antisipated, had to be obtained 
from other sources; 

(iii) plant and machinery for Khetri Project, for which commit- 
ments were made carlier, materialised for payment in that 
year; 

(iv) expenditure had to be incurrcd on pips  and othcr store5 :ri ld 

consultancy and patcnt fees for Khetri Project; and 
(v)  fcasibiity studies were undertaken. 

As savings were availabl: within the sanctioned Grant to cover the 
additional requiwments of Rs. 2.72 crores. these were provided by re- 
appropriation. 

( V) N ~ t i o t z u l  Coal Develc~ptt~~nf Corporation 
1.23. A provision or Rs. 9.25 crores was made in the Budgct Estimates 

lor 1965-66 for grant of loans to the above Corporation. In vim, how- 
ever, of the increased requirc.ments of the Corporation mainly due to the . following pt-Budget dcvcloprncnts, thc abovc provision had to bc aug- 
nlcnted by pant of addition4 loans :- 

( a )  Foreign payment\ for coking coal collieries of the Corpora- 
tion under development; 

(h )  payments to contractors for supply and erection of machinery 
for Swang and meeting of expenditure on the Coqmration'~ 
washeries; and 

(c) increased expenditure on prospecting and boring including 
arregr payment to the Oeologkal Survey of India and lndinn 
Bureau of Mine5 and for drilling work dcmc by them. 

(vi) Fertilizer C,'orpwa/ic~t 01 lndia 
1.24. Thc position has h n  explained earlier (Please :KC paras 1 . I  3 1n 

1.16 pages 3 4 .  

1.25. The loan to India United Mills was in punuoncc o f  the provi- 
*ions d the Jndustries (D&R) Act and did not involve any ncwr policy ilr 
such sincc there bavc been other cam whcrc Govemm~t have appointed 
iwthcrriscd controlicr~ to take over textilc mills in financial difficulties. 



1.26. Thc loan to Mineral and Metals Trading Corporation was a pure 
ly sk t - t e rm advanca necessitated by the f a d  that it could noO obtain work- 
ing capital from the bank and this also did not hvdve  a new policy deci- 
s h .  

1.27. The loans in other cases were necessitated by post-budget devc- 
lopments but these did not arise out of any new @icy decisicm. 

1.28. Furthcr, in rcspcct of cases at (iii) to (vi) above, the additional 
rcquiremcnts were also duly exhibitad in the Revisad Estimates vide pogcs 
147 of the Demands for Grants of the Ministry of F iance  for 1966-67 
and pages 79 and 150-15 1 of the Explanatory Memorandum for 196647. 

1.29. Moreover, the grant of loans and advances has hitherto not been 
dccmed to attract the concc~t  of either 'New Service' or 'New Instrument 
o f  Service' (for reasons explained in the note furnish4 in respect of the 
point marked "General") * and therefore, the question of obiaining specific 
vcrtr: of Parliament for pant  of loans in thc above cases did not arise in 
vicw of the fact that thcse could be met from savings available within the 
grant and except in the caw of item ( i i )  were also exhibited in the Revised 
Edimntes for thc year. 

1.30. The Conimittec cnquircd whcthcr there should not bc some limit 
l?~.;~md wlli~11 the siinction of Parliament should be obtained or in cases 
of urgency tllc p r ~  fwto approval of Parliament should bc obtained where 
;i fresh investment was made or where a fresh loan of substantial amount 
\v3\ given. Thc Secretary. Ministry of Finance. stated : ''I would say that 
whcrc i t  is a substantial loan in relation to the capital such as I believe. 
iva4 givcn to the Fcrtiliscr Corpont~m.  it would perhap be a case for 
bringing to the noticc of Parliament at thc earliest opportunity and taking 
their approval, if neccsbary. Whec it is only a question of ways and 
111c;ms advance. a\ is thc cast in regard to the Minerals and Metals Trading 
C'trrpwrtion. I do not think thc a n i c  pnxcdure should bc followed. The 
Xlinerills and Mctols Trading C'orpmlion has a very larpc turnover and 3 
sni;ill \riiy\ and mcons advance nlcan vcry little. Where it would be a sub- 
t;~nri:d invc\tmcnt prtgraiimc not included in the Hudgct and pmpscd later. 
I think i t  ahcwltl come bcforc Parliament." 

1 . 3  1 \Vllcn thc Co~ilti~ittc'c pintrul our that the Comptroller and 
Iuditor General of Indin had \ug~estcd to the Ministr) of Financtl as far 
I w k  1964 thut thc qucstion of liolits beyond which loans and invcsr- 
~ncnt\ midc withour the sanction of Parliarncnt should be placcd hefow thc 
Public Accounts Comn~ittcv. the witncss stated "I understand that on bans 
the Iymance Ministry had exprcsscd t l~c  view tllilt there m y  not bo a $cnc- 
I ;I! case itt all to bring the issue bcforc Pirliamcnl. I am modifying that ---.- - ---- - .- ---- --- --- ---- - -- - ---- - " 

'Pleuu we ~ $ 6  k 7. 



\ h v .  . . . . .As a first slcp in this dircction. 1 will consult thc Con~ptrc)llcr 
& Auditor Gcncral of India." 

1.32. in a note furnished on 33rd kccmber ,  I967 at the instance of 
 he Cornmittw, the Ministry of Finance havo stated as under : 

1.33. "Tl,c Constitutbn [Article 1 l 5 (  1 ) (a ) ]  requiros that 'whm n 
nccvt has arisen during the current financial year for supplcmcntiiry ir 

additional cxpendituw upon some ncw scrvicc not conteniplatcd in ill,: 
Annual Financial Stiucment for that year', another statement showing the 
cstinlated amount of that expenditure should be Inid before h3th the Houw\ 
of Parlian~mt and necessary Appropriation 1,aw got enacted in terms id 
Article 1 15(2) ibicf. The term 'new scrvicc' has not been defined nor is 
it practicable to do so and its scope has thcrcforc heen lcft lo bc decidcd 
by the evolution of a body of case law on thc basis of decisions taken in 
the light of the vicws expressed by Audit and thc Public Accounts C m i -  
mittee. Broadly. howcver. expenditure arising out of a ncw policy dccisinrl 
(not brought to Parliament's notice carlicr) including ;r new xtivity O I  

a new form of invcstment, is  rcgardcd as ;in item of 'new wrvicc.'. 
Similarly. relatively large expenditure arising nut of an in~prt i int  cxtcnhion 
of an existing activity is trca~cd as a 'new instrunicnt of \crvicc' \vkicli 
a slight variant of the tcrm 'new scrvicc'. cvcn if thc activity is contmplatcd 
in the Annual Financial Statement. 171u\. the setting up of ;I ncw Govern- 
ment company is t ruted as a 'new wrvicc' and new works 1rndcrtakc.n 
during the course of the ycar ;mi cmting morc than Hs. 25 !ilhhs ci~c!, 
in thc case of Civil and P. &. T. Department (Rs. 2 crorcs for Railway 
works) arc treated as 'new instrument of scrvicc', cxpcnditw-c on wllicli 
i3 to be incurred after x~btaining Parliamcntar]i approval or in cascs or 
urgency aftcr obtainins an advance fium the Contingency Izund. &*in$ 
up of Comnlissions and Committc-5 of Enquiry iirc ;h, trcatctl :is 'ncs 
instrumcnts of scrvicc' if thc cxpcnditurc involvcd is I i k i l y  to cxcccd Rs. 2 
hirhs." 

1.34. "Investments in Govcrnmcnt comyanlc\. where mxlc for the fir.t 
lrnlc arc. a\ nlentionect earlier, treated as itcrm o f  'ncw scrvicc'. Additional 
invcctments for which provision can hc found by re-approprialinn, litrve nor 
however FO far hccn treated a\  'new in$trumcnt\ of \cn.icc', \o Ion? as tth; 
:~uthorised capital, which would havc been brought to thc naticc of ParlTa- 
m a t  through the Budget docurncnt\. i s  nor exceeded. Similarl}, thc con- 
cept of 'new service' or  'new instn~rncnt of ser\icx' ha\ not w fxr hcc.n 
deemed tn be attracted in thc c;w o f  loans, a+ thcw arc rcccwc~ablc. intcrcst 
also being rmvercd  thcrcon, and if at any time it bcconwr nrcccwy citircr 
to forgo intercrt or writc off loans, the matter is brought hcforc Psrrliruncn! 
for specific apjwoval. In order h w a  that ncw invcutrncnts. additional 
invmmems by re-appropriation and new or additional )oms by r c - a m b  
priaticm arc brnupht lo Parliamcnt's notice, it is proposed, after ccmwlta- 



tion with the Comptroller & Auditor Cmeral,  to obsorvo the folbwing pro- 
cedure in future :- 

1.35. ( a )  The following caws will bc treated as involving 'new WT- 

vice'/'new instrument of service' :- 

( i )  Sctting u p  of new Government companies, splitting up of an 
cxisting Govcrnmcnt company o r  amalgamation of two Gov- 
crnmcnt u>mpanies, and the taking u p  of a new activity by an 
cxisting Govcrnment company or a departmental undertaking. 

( i i )  Additional investments cxccding Rs. 2 crorm or 50% of thc 
huctgct provision, whichcvcr is Icss, to finance an expansion 
schcn~c of ii Govcrnmcnt company or a dcpartnwntal under- 
taking. 

1.30. (h )  Tile follow in^ caw\  \b i l l  he rcportcd to  Parl~amcnt don: 
trith the cnwing hatch o f  Supplcmcntary Demand< .- 

( i Additional invcqtnlcntr in Cm~vernn~cnt Companic~  or depart- 
mental undcrtaLings. cxccding Rs I crmc or O r ;  o f  thc 
budgct provision. whichever is Ic\\; and 

( i i )  addithnal loan\ to Govcrnmcnt Companies. cxcccd~ng Ks. 2 
crorch or 5 0 5  of thc budgct pro\i\ion whichcvcr ic Icss, and 
loiin\ c w x d i n g  Rs. 1 crorc w h t w  thcrc i \  no h u d p ~  proviw~n 

1.37. 'Thr. following C;P.CS \%il l  hl rrcntctl as involving 'ncw ccnice' ' 
'nw in\trumcnt of scrvicc' :--  

(iv) Loans to privatc sector componics/privatc institutions cxcctid- 
ing Rs. 50 lakhs tvhcrc thcrc is n o  budget provision: 

Provided that loans cxcecding Rq. 25 lakhs will bc rcportcd to  PnrIia- 
nrcnt nlmg with thc cnsuing batch of S t~pplcnnuntq  Demands. 



111. GRANT-IN-AID TO PRIVATE! INIi.Wn#INS : 
1.38. The fdowing cases will be treated as involving 'new Enstrumant 

of swvice' :- 
( i )  Additional grants-in-aid exaxding Rs. 10 lakbs or 50% of 

the budget provision, whichever is less; and 
(ii) Grants-in-aid to institutions not mentioned in the budget docu- 

ments, where the amount exceeds Rs. 10 l a b s  in individual 
cases. 

1V. OTHER CASES : 
1.39. (a) Thc w e n t  limit for treating expenditure on new Commis- 

sions or  Committees of Enquiry, viz., Ks. 2 lakhs is somewhat low. T k .  
will be increased to Rs. 4 lakhs. 

1.40. (b) Other cases of government cxpenditurc (i.c., other than 
works expenditure for which limits have alrcwdy been prcscribcd) cannot 
be classified under well-defined categories and it would bc diflicult to lay 
down any definite criterion or a guiding limit for treating any individual 
case as a 'new scrvice' or a 'new instrunlcnt of service'. The general ins- 
tructions that expenditure arising out of new policy decisions or new activi- 
ties should be treated as 'new service' and expenditure on important cxtcn- 
siom of existing activities as 'new instruments of scrvicc' will continue to 
be observed, each case being considered on merits. 

1.41. The above arrangnients are proposed to bc givcn effect to from 
1st April, 1968. and will hc. rcvicwed aftcr thrcc years." 

1.42. 'She Committc-e also took evidence of thc rqrtsentativcs d thc 
Ministry of Finance on 18th March, 1968." The Ministry of Finance 
have also furnished a Mcmor:indum on E n d  March, 1968 which inter alia 
states :- 

1.43. "Cases of additional invcstmcntc or loans to :in existing under- 
taking for purpows of expansion and thosc for o tha  purposes must bc 
distinyishcd. While an expansion scheme could bc dccmcd to bc an inl- 
portant extension o f  an cxisting activity or, in some cases, evcn a new acti- 
vity and therefore a 'new scrvkc'/'new instrument of wrvicc' additional in- 
vestments/loans to finance an cxihng oornpany even whcn thcrc is no ex- 
pansion schernc-----such caws arisc whcn thcrc is a shortfall in internal 
resources or there is an acccleratcd activity due to quickcr receipt of storb, 
equipment, etc.--should not be dcemcd to be a 'new servicc'/'ncw instru- 
mnt o[ sewid." . -- I- -I-- -.-. ----- - -  - -- --_-__ 

*Pbssc sae Minuter for 18th March. 1%. One cyddslykd Copy laid on the Tablo 
of Ibc Houw and five capk*l .placed in Parliament Ubruy. 



1.44. ". . . . . . . . . . . . . . . . it should be appropiate not to tnat an 
Baditional investmeat/ban given for parposes oChet than for exposr~ka, 
eg. because of shortfall in internal resources etc. as attracting the limits- 
tlon of 'new i6cNice'/'new instrument of service'. If however the Colnmiw 
feel that additional inuestmcats/loans even for such purpases should be 
brought before Parliament in the form of Supplementary Grants because of 
$he amounts involved, the limit shoald be sufficiently- high so as to avoid 
too many supplementary demands. A limit of Rs. 5 crorm without .any 
alternative limit with reference to the Budget provision is suggested for this 
purpose. Reappropriations of more than Rs. 2 crores and less than Rs. 5 
pores will be reported to Parliament." 

1.45. "Loans have hitherto invariably been treated on a slightly differ- 
ent footing and not brought within the limitation of 'new service' etc. for 
reasons explained in thc carlicr note. However, in the case d public sector 
undertakings, funds even for expansion schemes are to some extent provid- 
$ in the form of loans. In thc circumstances, there is no objection if the 
&he limit is prescribed for additional invcstments/loans to public sector 
pndertakings to finance an expansion scheme in order to bring them within 
the scope of the term 'new service'/'new instrument of service'." 

1.46. "A limit of Rs. 2 crorcs was suggested in the earlier note for 
treating an item of expenditure as 'new service'/'new instrument of sen ice' 
in ordcr to avoid a large numhcr of supplcmentary grants and/or advances 
from thc Contingency Fund. It was fclt that cases involving more than 
Rs. 1 cmrc but less than R5. 2 crorcs-and mct out of savings-would be 
rcportcd to Parliamcnt. If howcvcr the Committee consider that the limit 
should be lowered, Finance Ministry would agree to the limit which was 
suggested viz. Rs. 1 crow. At tk same time, since the limit is b,mg 
lowcrcd, the altcrnativc limit of 50 per ccnt of the Budget provision. for 
treating an item of cxpenditurc as 'new service'/"ncw instrument of smicc.' 
could be dispensed with. It seems also unnecessary to report any cases of 
rcappropriations of lesser amounts to Parliament." 

1.47. "The carlicr proposal was based on the limit proposed in the care 
d public scctor undertakings. If the limit is to be lowered to Rs. 1 aorc 
in the latter case, Finance Ministry would agrcc to a limit of Rs. 50 1aLl.r~ 
for additional invcstmcnts in a private sector company and for loans to a 
company, for treating such cxpcnditure as involving 'new instrument of 
service'. Simultaneously, the alternative limit of 50 pcr ccnt of the Budset 
provision could be dispensed with." 

1.48. "Cases of additional investmcnts exceeding Rs. 25 lakhs but less 
!.ban Rs. 50 l w s ,  as also loans e x d i n g  Rs. 25 lakhs but less than Rs. 50 
lalths will be rcported to Parliamcnt." 



111. GRANTS-IN-AID TO PRIVATE IINSTITUTIONS : 
1.49. "The Gammlttee's suggestion &at a distinction be drawn between 

recurring and non-securring grants has been considered. It is not always 
practicable nost will it be desirable to indicate that a grant is intended to be 
recurring. In any case even where it is known that a grant is likely to & 
recurring the mount involved may not be the same in all the y m .  Sub- 
ject to this limitation, Finance Minisbry would have no objection to a grant 
to a private institution not mentioned in the budget documents/additiwal 
grant bo an institution mentioned in the budget documents, exceeding in 
eacb case Rs. 10 lalrhs where it is likely to be non-recurring and Rs. 5 
lakhs where it is definitely known to be recurring, being treated as a 'new 
senriceY/'ncw instrument of service'. Thcn: need not also be any alternative 
limit with reference to the budget provision." 

1.50. "Where at the time a grant is agced to be provided, it is known 
definitely that it will be a recurring grant, every attemptl will be made to 
give a suitable indication in regard to the period for which it is to be 
given, in the budget documents." 

1.51. "The limits proposed above will apply in the case of each institu- 
tion receiving bmnts from any one Ministry. Cases of institutions receiv- 
ing grants from more than one Ministrj will be rare. In any case, grants 
are purpose-wise and it is the purpose which should matter and not the 
institution. An institution may have various types of activities, medical, 
educational, charitable etc. and grants can bc given differently by different 
Ministries for these purposes and on the merits of each case. Moreover it 
will be extremely difficult to keep track centrally of grants of small 
amounts going to individual institutions. It is therefore proposed that no 
further restrictions in regard to cases of imtitutions receiving grants from 
more than one Ministry be placed." 

1.52. "The various types of subsidies in forcc at  present arc : 
(a) Food subsidies 
(b) Feailiser subsidies 
(c) Bsport subsidies 
(d) Subsidies to ewer concession in the rate of interest on loans. 

1.53. The position regarding each is explained below : 
1 .54. (a )  and (b) 'The food and fcrtiliser transactiom are routctj 

through two State Trading Schemes. 
1.55. There is already a plooedure under which the irading loss in 

respect of foodgrains is written of£ to reveaw over a period of ycors, pruvi- 
sion for the purpose being made in the Revenue Budget. The extent o[ 
subidiefi i~ alw specifically indicated in Ohc EXptonatory Mmmmdam. . 



1.56. As rcgds  the f d j s e r  traasactbm, the loss in 1966-67 re#&- 
ing Erorn devaluation and nm-adjustment of &pice is largely c o v d  by 
the accumulated profits in csrlicr years snd the balance will bc writtco-off 
whesr final Bgures are available. There is now no W i d y  in respect of the 
pool fertillsers. There are certain subsidies in respxt of non-pod fatili- 
sem etc. tor which provision is specifically made in the Revenue Budget. 

1.57. It will not he practicabIe to provide that saleprice of foodgrains 
and fertilistrs and therefore the subsidies, if any, should be varied only 
after obtaining a Supplemantary Grant. 

1.58. (c) The provision for export subsidies is made in the Commerce 
Ministry's Demands under the head 'Marketing Development Fund'. The 
various types of subsidies are broadly indicated in the Budget documeats, 
but it will neither ba practicable nor desirable to provide that the snbsi- 
dies--whether individual wmmoditie eligiile for subsidies and rates of 
snbsidies--should be varied only after obtaining a Supplementary Grant. 

1.59. (d) Interest concessions e.g. interest-free loans or loans at wn- 
caseional rates, are. according to existing instructions, required to be cover- 
ed by a subsidy provision in the Budget under the reIevant Demands tor 
Grants. Necessary provision is made accordmgly in the Budget. 

1.60. (e) It might be added that where an altogether new or novel 
grant or subsidy is proposed, the question whether the limitation of new 
service is attracted or not will be specifically examined and action taken 
accordingly." 

1.61. "A list of new schemes includcd in the Budgt will in future be 
shown in a separate section in the Book of Demands of each Ministry." 

1.62. "Tbe con~prehansive instructions to be issued in regard to the 
expenditurn to & treated as 'new sezviceY/'new instmrnent of xrvire' will in- 
clude the carlicr decisions relating to works expenditure etc. subject to the 
change in the limit already proposed-+ also transfer or gift of Govern- 
rncnt asxts and write-off af loans exceeding Rs. 1 I&. Thee instructions 
will apply to expenditure d Civil Departments i.e. Departments other than 
Railways, Dcfcnce and P. & T." 

1.63. "The chnnges in the scope/limits of expenditure to be treated as 
'new aervlcc'/'ncw instrument of service' will mean that the entire expeadi- 
tutu m such mscs will have to be covered by an advance from the Contingn- 
cy Fund whew such expenditure cannot wait till the Supplcmentaw Grant 
has bcon &abed. The present carpus of the Contingency Fund vit. Rs. 15 
crcxw including rhc requirements of the Railways is therefore likely to 
prove insufficient. It wiU consequently becorn necessary to increase the 



corp\ts af fund to at least Rs. 30 crores. This will need amendment of 
the Contingency Fund cif India Act, 1951". 

1.66. Tbe Committee agree wW Government's proposPl that the 
npotaneaGolvernmeMCompyortkelqdltthrgupofenex#hgCoraa- 
nrd Company or tbe amalgsunation of two or mom Government Corn- 
pa&k or tbe taking up of a new acMty by an e x W q  Goveramcat Con- 
p y  or a DepadmmtP1 Undertaking or new inv-nts in R h t e  Secdar 
Compmh to be made for the h t  lime should be trwted ad involving a 
'New Swvice'/'New InsbPment of Service' requiring Pa&ament's prior 
approvd* 

1.67. The Committee consider that the monetary limits proposed by 
Government for additional iovestments in or loans to a Govemmmt Cam- 
playmplartmental ulrdertaki3lg and private Companies/Private I n d w o n 9  
are, however, on tk high side. The Committee mmmmend that beclgbtry 
podsioas for Public Sector URdert.kings and Priv8te Sector c-/ 
PrkaSt h s i h t i o ~ ~  sbaPld be on tbe lines hdicatd below:- 



1.69. (b) Tbe fdiowibg crrses &odd be rrporbd lo lCriihacd 
~ t b c ~ b a t c h d s q p b m & y D a M a d a : -  

(1) AWltbrPlhw-inaDspPrtPrenQlU-dPlrM 
h l r h s u d a b o ~ e o r 5 ~ ~ o t t L t b s d g c t p r o v l s b q ~ b  
k!sl. 

Limit of Additions1 bestmene or Loan.. 
UdaCnLiqgs with  podd-up capital RS. 5 sakbs and .bWe OC 50% of 
opt0 Rs. 1 more. budget provtsiwr, - 

&kJm 
L ~ ~ 9  with pa-up capital of Rs. 50 lnlrhs d above or 50% of 

more than RP. 1 more but lea then the budget provision, whichever 
Re. 25 awes. is less. 

Uadcrtakh@ with paid-up capital of Rs. 2.5 crores and above or 58% 
Rs. 25 ctofff and above. of the budget provision, wb&b 

ever is less. 

1.70. (c) Imam upto Rs. 10 lskhs may be given to an eTdsCQlg Covem- 
nrcnt Cornpen? in case3 where there is no w e t  provision. 

1.71. (a) The following cases sbould be treated as invoiving 'hTew Ser- 
vice'/'New Instruamt of Smice' : 

(i) InvedmenB in private sector companies to be made for the 
&st time. t TM 

(ii) Additional Inves&mcnts in or baas to on existing Private SccOor 
Company/Private In&rrtlon of Rs. 1 crore asd shore or SCl% 
uf the Budget ProvXm, whichcvcr Is less. 



1.73. (c) Loans y ~ t o  Rs. 5 lakhs may be given to a Private Sector Can- 
paqwaPrhteInsHtutionincageswheFeLbere~nobdlgetpovidoa 

Exploaabion :--Cased of ad- investment in or ham to m sada- 
iag private Compades/Private bsthtkm exceedhrg Ra 50 hLbr bdt 
b t h o  R& 1 awe would fall under I.&) while ases d R& 1 
crore and above would fall under II(a) (ii). 

IfI. GRANTS-IN-AID TO PRIVATE INSTITUTIONS : 
1.74. The Committee consider that a dis t iwha should be 

dmwn behoeen uon-recurriog and grants given to m pioPte hdb- 
tk& W19ethelhnEtforrrob-rccuninggraatsm9yromeipotRalObLba 
as plopos#l, for recuning grruds it may be fixed at Rs. 5 lPLba 

1.75. h addition, Government shwld indbtc spsci&crrlly in the p ~ p e n ~  
subaiteed to Parliament the Baandel imp;lk.ations of a reecarfng grant ax- 
m d q g  Ra 5 lakhs per annum where ttse commitment, d k x l  or fmplbd, 
b for two years or more. 

1.76. "The limit for non-recur- a d  recunring grant-iaskl to a prhde 
hd&dom ahould apply h! the case of moneys dbhmd by Govermaed 9s 
a w h b  rather than by i m  Mlnkh3en-." 

Iv. ~ S I D I E S  

1.77. Tbere is no mention of subddh in tbe odghd propasob drawn 
up by Govanment, though in fhe subsequent note they have mentioned mb- 
sidles The Committee also fbd that Government do not in PD cases Hi- 
CpdC t)e extent and quantum of subsidy L the Budget DemMds pre%ented to 
Priioatot To cite an Ins&ace, the Demnnds for tbe MinSstry of Food 
& A g r h h r e  only iadicate tbe erpenditure boned on the pPlrbPse of 
foodgdm and fertiilsers, but the losses resulting from the dMerenn in 
the ade md cost price of foodgmh and fertfiisers wMch are largeiy c d  
by mbskhs are no( -y indlcPted agnbsst any =)or head fa tbe 
DtatPads for Grants, 



1.80. It is ndiced that at preseat tbe entire povkrrion for w r t  
pnwotion sicbemes is being &own under one wb-besd: Export Promotion 
& Mrvkehg !3chcme. A lump sum provision of Rs. 40 croree under this 
Subhead bas been made in tbe Budget for 1968-69. lEe explanatory note 
s p p t n d t d t o t b e D e a r o n d ~ ~ t h i s a m o a n t o f R s . 4 0 ~ 0 m b t O b 0  
utllbed on the following major items : 

Cash assistance for exportable commoditie9., 
Market Rcaadq  
Export Publicity; 
Participatioo in Trade Fairs and Exhibitions; 
Trade Delegations and Study Teams; 
Grants-in-aid to Export Oriented Organisations; 
Foreign Offices; and Rcscarch and Product Development Schemes 

etc. 
1.81. The explanatory memorandum, however, does not indicate bow 

mod would be spwifically spent on each of the major &ems. The Ca- 
mittec feel that, in the interest of effective ParUamentary control, this lamp 
SMI provision should be broken down into its -)or con-t scbemcr 1.4 
shown specilically under each detailed bead in the Demand with saibrMs 
explanatory notes. 

1.82. An additional subsidy exceeding Rs. 10 fakhd or SwO of ih 
Bodget Provision, wbicbever is less, sbould be treated as a 'New Instrmaeot 
of Servke* rcqding Parliament's approval. 

1.83. "Provided that in the case of a &me for tbe parchase of food- 
g m h  and for export subsidies (under each detailed head) through the Mu- 
kcCtrrg Development Fund, tbe Limit of Rs. 25 l a b s  each wodd apply in 
plrrce of Rs. 10 lakhs." 

1.84. Tbe Committee aLco desire that tbe statements showing the Brian- 
cial results of State Trading in foodgrPios should be incorporated along witfi 
adequate dew hi the explanatory note to the relevant Demand for Gram. 
Tlwr statemant should intcr-din show the Quantity and Value Accounts asd 
the Gross Prdit and Low posrtm in respect of mmjor foodgrains for the 
prerlou9 yenr as also the cumulative profit/losy on different foodpima It 
slboald Plso indicate the average cod price and sale price In order to bdag 
OM d t d y  the amount of the subs;idy. Tbc average cost peke should dmu 
ddrlib such as actual price paid to the indmousi producer and tbe coantry 



VI. POSTS at TEL~GRAPHS 
1.86. 'IRe pried pbdpk tnoDdPted above M d  be made rppllerMe 

b ?&&I & Te- Depdmemt ah. 

1.87. The Committee also desired the principles enunciated above re- 
garding 'New Service*/'New Instruments of Service' to be made apphble  
to the Ministry of Defence. The representatives of the Ministry of D&im 
and the Department of Defence Production appeared before the Comrni#ee 
on 19th April. 1968.* 

1.88. The Committee desired to know whcthcr the general principles 
enunciated by the Ministry of Finance with reference to 'New Scrvice'/'New 
Instrument of Service' should be made applicable to the Ministry of Defence. 
The Secretary, Department of Defence Production stated : "As far as the 
Ordnance Factories are concerned, the procedure that has been followed is 
that because of security considerations we do not report to Parliament h 
detail, but that we do make a report to the Auditor General and my recom- 
mendation is that this procedure should continuc to be followed in the caw 
of Defence factories. In public sector undertakings this may continue to be 
followed for such factories as arc employcd on what is called classified 
work like the HAL and BEL factories. In the case of other public sector 
undertakings it should be possible to give necessary coveragc as far as secret 
work is concerned in making a rcport to Parliament." 

1.89. Asked if the general principles should be applied to thc Ministrj 
of Defence provided they arc given certain latitudes in the description of the 
details regarding 'New Instrument of Scrvicc' which could be given in rather 
broad tcrms, thc Secretary, Dcptt. of Dcfcncc Production, statcd : "]That 
should be posiblc." Ashcd if it ~ o u l d  mect thr: necds of the Lkfenci. 
Production, the Secretary, Dcptt, of Defence Production stated : "Yes". 

1.90. ?'he Committw arked t h t  view\ of the rcprescntativcs of the 
hfmistry of Defencc regarding the trcatrncnt of non-recurring grants-in-aid 
in excm of Rs. 1 0  lakhs and recurring grant+in-aid in cxecss of RY. 5 
lakhs as new Instrument of Scrvicc. Tile Sccr~tiiry, Dcpartmcnt of Defence 
Production statcd : "In today's context it i \  reasonable but in the case 
d R. & 11. when we go into more sophidicatd spl~crcs specially in thc 
field of ekctronics wc may have to give higher grants and some of these 
- -1--- - -....___I - ---I" ---- 

* P l e a ~  see Minute~ for 19th April. 1968. One cydostylcd copy laid on the Tablc 
of the Hocm and fiivc copie6 plilccd in Pnrliamnl Library. 



may well be in the dassifkd sphere." The Additional Secretary, MhWy 
of Weace s t a d  : 'There are grants ma& to cantonment boards to m& 
their daticits but they are generally provided in the budget." 

1.91. The Committee were ako informed by the Additional Secretary, 
Ministry of Defence, that they did not generally give subsidies hwn tba 
Ministry of Defence. The Secretary, Department of Defence Productioa 
stared: "Even in the Deptt. of Defence Production we do not give sub- 
sidies except for import substitution and that too for the first production!' 

1.92. The Secretary, Ministry of Finance stated : "Sir, I am happy to 
Lm the readiness with which my two colkagues feel that they can work out 
d fonnulation which wiU give Parliament the necessary information vrrhile 
retaining for them the flexibility of operations. Actually, Sir, we ourselves 
would like the budgeting to bc done in more detail so that shifting of iunds 
from one programme or work to another is subject to public control. But 
franldy, I am not quite sure as to how the mechanics of this change is going 
to work out." 

1.93. The Secretary, Ministry of Finance further stated : "With regard 
10 their public sector undertakings where even now certain details are beinff 
furnished, I think, it should be possible for then) to corm: into 
more or less same kind of discipline which is accepted on the civil sib.  1 
\\auld submit that in order to keep the work within manageable limits, wen 
:n respect of new service perhaps a small area of discretion might be left 
~,therwisr. the task of presentation will become so voluminous that it may 
hi. felt that all this information has not been worthwhile." 

1 .W "With regard to thc Defence Ministry proper-+.; I have already 
\.:id thcri. I \  no question of ovcr-cmphasising thc wcurit); condcration with 
thc' Parliament-I rcally do not know whethcr they can so rcadily fall in 
lint with t i l u t  i\  being sugestcd on the civil sidc." " . . . . . . I  feel, Sir, we 
r dght tw gircn a littlr: more tirnc so that wc can reall) fulfil the basic purpose 
uhich 1s I I I  V ~ C W  and without jeopiirdising thc flexibility of actoin and also 
iccping within the constriiint of not bringing out all information." 

1.95. Committee welcome the readineSv &own by the Middry  
oi Defence and the Department of Defence Production to fail in line WM 
the other hlir~istries of Ibe Government of India iu agreeing to obCatn & 
prior ~pyrotd of Parliament for investments in or loans to a depouhaent.l 
wdertahing/Covernrnc~t Compuny/Public Cinderloking or Private Compomy 
w gmh-in-Jd for private institutions and subsidies subject to tbe coodlbion 
that G~ternmeal should be lrce to decide in each cow the. cstent to which 
inLonnation could h given in the budget papers con\istently with considera- 
tbn of wcurlb. 

1.96. As regards new works. the Committee drew attention of the rs 
ptcst.ntntiic.\ of the Ministry of Defence m i  Dcfcnce Production to the 



recommendations made by the Committee in the 10th Report (Third Lok 
Sabha) in respect of CiviD Ministries. The Committee desired to kmw whc 
ther the Ministry of Ddence/Dafence Production would now fall in line 
with the other Ministries so that prior appmval of Parliament was taken for 
all new works costing Rs. 25 lakhs and above. 

1.97. The Additional &cretary, Ministry of Defence stated : "As 
far as I am concerned. Sir, I would say that provided it does not interfere 
with the interests of the security we could fall in line in broad terms." 

The Secretary, of Defence Production stated, ". . . . . . 
that in tho case of Defencx factories it mily not be possible lo indicate tlic 
purpose of the Civil Works for the samc consideration as the purpose for 
installation of xnachinery bcciiusc after all the Civil Works are related to 
'installation of plant and machincr)' which is related to n specific item of 
manufacture or \pccific capacity for manufacture of a weapon or ammuni- 
tion". The Secretary. Ministq of Finance added "Wet arc taking notie of 
this point and \ \ i l l  sw to what cxtent and f o r  what type of construdion 
works one could give the information". 

1.98. The Committee are glad that the represenlntivcs of the Mlais- 
by of Defence have agreed to fall in line with the guidelines laid down for 
new works by the Committee in respect of Civil Ministries in their Tcrplh 
Report (3rd I&k Sabha). Tbe Committee expect Government to give dltct 
to tkee recommendations subject to the considerations of securitg ntemd 
to la p a . .  .1.95. 1 

1.99. The Ministry of Railwa>s were informed that the Committee pro- 
pose to extend the principles enunciated above in respect of Civil Ministries 
to the Railways. The Memorandum received from the Minktry of Railways 
is reproduced at Appendix I. 

1.100. The  Committee have observed in para 6.1 of thcir 22nd Rcport 
(Fourth Lok Sabha) on the Third Five Ycar Plan of the Railways that "thc 
planning of railitay transport during the Third Plan period was unrealistic 
in that it \bas not cfoscly related to actual requirements. Against an @ti- 
mated increase of 93 million tomcs in the level of goods traffic during the 
Third Plan period, the actual incrcase was only of 47 million tonnes Epre- 
senting a shortfall of about 50 per cent. On the other hand, thc financial 
out-lay for tbc Third Plan turned out to be Rs. 1,686 crores, representing an 
increase of 27 per cent over the investment of Rs. 1,325 crores contcmplstbd 
in the Plan." The Committee came to the conclusion that : "With all 
this heavy investment the capital-at-large of the Railways increased tram 
Rs. 1,521 crores to Rs. 2,680 crorcq representing an increase of 76 per 
cent during the Third Five Year Plan period. Thc over-capitalisation of 



the Railways during the period has not only effected their financial w d t @  
but uanccesrarlly distorted tbe budget and burdened the tax payer. It has 
alao disturbed the entire pattern of investment and development o! tbe 
cconomy in that scarce resources including valuable foreign exchange were 
blocked in rail programmes which could otherwise have been put to more 
productive use." 

1.101. The Committee would also like to draw attention to para 2.16 
of the aforesaid Report wherein the Committee have expressed regret that 
"in the case of as many as 16 works including twelve works of doubling of 
tracks costing Rs. 27.03 crorcs, the capacity actually utilised is 1965-66 
was less than the capacity available before the works were undertaken. The 
Committee strongly deprecate the tendency of the Railways to go in for 
works, including doubling of track, without critically examining their ecoao- 
mies. The Committee would like the Railways to review the Works Pm- 
gramme, particularly for works to increase the capacity and doubling of 
track, in the light of experience gained during the Third Plan so as to 
minimise what would othcruisc hc infructuous expenditure." 

1.102. The Committee are of tbe view that a time has come wbm fbe 
meaeJnry limit for new works laid down by the Committee in paras 1 to 3 
of tbeir 10 Report (Third Lok Sabha) for all Mtnis(ries sdroald be rde 
epplicable to Railways. Thb means that the prior approwd of Padheat  
should be obtained for undertaking new H'OT~P costing Rs. 25 hehs or mere. 

1.103. As regards investments in and loans to poMic Pbd private tmctor 
onderbbp, and the subsidies and putt-in-add, the g d  prhscfplcr en- 
uIIcLted by the Committee in paras 1.68 to 1.84 should apply to the M1.b 
by of Railways *. 
IX. CONCLUSION 

1.104. Tbe Committcw m e s t  that in order to make the b tmc&m 
comprehehe, tbe recommendatioos made by the Public Acxmanb Cam- 
mitbe carller In their 10th Report (Third Lok Sabha) and accept4 by Gor- 
emment nbout execution of new works only after OM&@ -8 

a p p r ~ v d  should be suitably incorporeted witb &mftioaR to be ipsaed. 
1.105. Shnilmiy, Governmeat should also iacorponue the hdmcthm 

issued by tbem in 1958*, in pursuance of the r e c o m m c n ~  mode by the 
Committee in para 80 of their 15th Report (First b k  Saw) ,  the trrs- 
fer d a gift of Governmcnt assets of a value exceeding Rs. 1 hdrh to m e  
pPrtles/ine. tion8 etc. should made only after sucb C ~ L S  are spadfioay 
brought to the notkc of Parliament. 

1.106. Tbe Committee find that in tbo Derrmnd~ for Gwnts for 
trim (1968-69), New Services which am being included in tbe Bmdgct tor 
tbe Brst time m rrlso &mes cnvbagihg subslsnfial expandm arc not rsa- 
tioaed in onc place for facility of reference. Tbe ~ormo#tee 

.-- -----.. -- --- 
*Ministry of Finnnco 0 . M .  No. F. 2(92) 0-58. dated 23rd hccmber,  1958. 



NEW I)Em 
April 26, 1968 
V a W h  6, 1890 (Sakn) 

Chairman. 
Public Accou~~s Commktee. 



APPENDIX I 

(Ref. para 1.99 of this Report) 

MINISTRY OF RAILWAYS 

No. 68-B-4 14 1 -New Service New Delhi, dated 16!h April, 1968. 
MEMORANDUM 

Sue :-Litnits /or 'New Service'/'New Instntmertrs of Service'. 

REP. :- Lok Sabha Seuetul.int O.M. No. 2/1 /8 /67/PAC of 10th April, 
1968. 

The various proposals cantained in the Ministry of Finance Memorandum 
datcd 22-3-1968 relate to investments in and loans to public and privatc 
sector undertakings and grants-in-aid and subsidies. The Ministry of Rail- 
ways agree to the limits proposed by the Ministry of Fmance in respect of 
the public and private undertakings such as the State Road Transport Cor- 
porations and privately owned railways. There are hardly any cases of substan- 
tial grants-in-aid on the railways. There is, however, no objection to the 
limits proposed by the Mhistry of Finance being applied to us. As r e g a d  
subsidies, these are allowed in terms of the Government's contracts with pri- 
vately owned railways and tire exhibited separately in Amexure 'B' to 
Demand No. 3 of the Demands for Grants of this Ministry. There is, as 
such, no need to prescribe any nlonetary limit in this bchalf. 

2. So far as the works cxpenditure of the Ministry of Railuays is con- 
cerned, in rcspcct of itenis of ‘New Service', such as construction of new 
l i n e  and purchase of railway lints, prior approval and vote of Parliament or 
advences from the Contingency Fund of lndia are obtained irrespective of 
the amount of expenditure involved. The qucstion of the monetary limit of 
cach work up to which thc Ministry of Railways should haw the power to 
reappropriate the funds available within a sanctioned gant  arises only in the 
case of works, like liw capacity \sorks and remodelling of yards to meet in- 
creased demands for transport, which fit11 in the category of 'New Instru- 
ments of Service'. This matter \vns considered in detail by the Public 
Accomnts Committee in 1962-63 in their Tenth Report (Third Lok Sabha) 
and thc Committee recommwdlid that the limit of such works should Ix 
Rs. 2 crores for each work provided that thew works do not constitute a nrn 



fonn of service. The relevant recommendation of the Committee as con- 
tained in para 6 of the Report is reproduced below for ready reference- 

"The Commitpx concur in the propssal of the Ministry of Railways 
that it should have the power to reappropriate funds available withim a 
sanctioned grant to works estimated to cost not more than Rs. 2 crores 
each, provided that they do not constitute, a new form of service. They 
also recommend that a list of non-budgeted new works costing more than 
Rs. 25 lakhs each should also be placed before Parliament. The Com- 
mittee would like to make it clear that these powers of reappropriation to 
incur expenditure on non-budgeted works costing more than Rs. 25 lakbs 
each shouid be exercised by the Ministry of Railways only for undertak- 
ing new works, which might become necessary to meet the urgent 
demands of transport." 
3. The above referred limit of Rs. 2 crores was agreed to by the Com- 

mittee in the case of the Railways. as against the limit of Rs. 25 lakhs for 
similar works for the P&T and other dcpartnicnts also agreed by the Com- 
minee in the s a w  report. on account of the special requirements of the 
railways, briefly indicated below :- 

(i) the capital cost of the railway works in a year is several times 
more than that of the P&T and okher departments individually; 

( i i )  the changing needs of transport rcquire undertaking of manv 
new works in the course of the year; 

(iii) the work\ undertaken by thc railway are very costly as even small 
bits of line capacity works like doubling or yard remodelline;., 
ctc, require heavy expenditure; and 

( iv )  all works estimated'to cost more than Rs. 20 lakhs each are in- 
variably approkcd by the Minktcr of Railways. ever since thc 
former Parliamentary Standing Committee for Finance was 
abolished. 

These considerations prevail even now. 
4. In respect of the expcnditurc on survcy for new lines, the yxisting 

p r o c a b  which ha\ k e n  evolved in amsultation with the Comptroller and 
Auditor General of India is that the surveys, the estimated cost of which i4 

ovcr Rs. One Iakh cach only arc treated as requiring Parliamentary approval. 
5. The Ministry of Railways are of the view that the existing monetar~ 

limits in respect of 'New lnstrurncnts of Service' and 'Surveys' should be con- 
tinued in respect of the works on the railways. 

Sd/- K. V. KASTURI RANGAN 
Additional Member, Finance, Railway Board. 

The Lok Sabha Ecretariat, 
New, Delhi. 



APPENDIX 11 

S. No. Para No. Ministrypcpart- 
of Report men1 concerned 

1 .  1.4 Ministry of Fiance 'I'he Clommittcc are broadly in accord with the views of Government 
~ l l - ~ i n i < ~ r i &  enunciated in the note dated 23-12-1967. Tbe Committee d d e r  that 

expenditure arising out of a policy decision, not brought to ParIiament's 
noticc rarlier. including a new activity or n new form of investment should 
hc rcparded as ;IR itctn of "New Service". Similarly, substantial expenditure 
arising Smrn iin important cxtmsicm of an cxisting activity should be treated 
as a "New lnstruaicnt of .%rvice." .MI case\ of "Ncw Service" and "New 
Instrument of Service" should be broyht specifically to the notice of Paria- 
~nent . 

As regards the specific proposals of Government regarding in-/ 
loans to Public Sector Undertakings, Private Sector CompeaiesrpriVatc Insti- 



tutions, Grants-in-aid to Private Institutions, the Committee's views are set 
out below :- 

Thc Committee agree with Government's proposal that tbe setting up 6f 
n new Government Company or thc splitting up of an existing OoPamnnsrt 
Company or the amalgitmation of two or more Govertunent Companies 
tho taking up of a new activity by an existing Government Compaay or a 
Departmental Undertaking or new investments in Private Sector CkxqSdes 
to be made for the first time should be treated as involviog a 'New Service'/ 
'New Instnunent of Service' requiring Parliament's prior approval. 

N 
0 

The Committee consider that the monetary limits proposed by Govern- 
ment for additional investments in or loans to a Govmment Company/ 
Departmental Undertaking and Private Companies/Private Instkths are, 
however, on the hlpfi side. The Committee reoommend that birdgetary 
provisions for Public Sector Undertakings and Private Sedor Companiaf 
Private Institutions should be on the lines indicated below :- 
I .  Public Sector Utuicrlakings 

(a )  Thc following caws slrotrkl bc trcated as bnvohting 'New Service'/ 
'New Instrument of Service'; 

( i )  Setting up of new Government Gompanies, s p l ' i  ap ot m 
cxidng Government Company or amalgamation d two or more. 





-- 
(ii) Addirtqd hestments in or loans to fhum an d'lh Caun*t 

m n t  Company subject to the limits shawn bcbw :-- 

Limits o f  Additional Investments or Lam 
Undertakings with pm'dLup-capitai upto Rs. 5 W a s  and abave or 50% of 
Rs. 1 crore. the budget provision, whichever 

Icst. 
( c )  Laam upto Rs. 10 lakhs may be given io an existing Cb~rrnrncnj 

Cmprmy in ao~rs where t h e  ir no budget provisian. 
U. l%We Srctm Compcmies/Priva& Inrtrnrtrtutions : 

(a) The fobwing cases should be treated as invdving ?Jm 
New 1-t of Service' : 



1.72 Ministry of Finaoce -- - 
All Miaistri~ 

(h )  'Pbc following cascs should be reported to Parliament aloog with the 
enwing batch of Supplementary Demands : 

Additional investments in or loans to an existing Private Sector Com- 
p;tny/Private Institution exceeding Rs. 50 lakhs but less than Rr. 1 crote 
or 50% of the Budget Provision, whichever is less. 

Explanation :- Cases of additional investmeat in or loans to an existing 
Private Companics/Private Institution exceeding Rs. 50 lukh but less than 
Rs.  1 rrore would fall under II(b)  while cases of Rs. 1 more and above 
wotdd full wdcr I l ( a )  ( i i ) .  

The Committee consider that a distiaction should be drawn W n  non- 
recurring and recurring grants given to a private institution. While the h i t  
for non-recurring grants may remain at Rs. 10 lakhs as pmposcd, for re- 
curring grants it may be. fixed nt  Rs. 5 lakhs. 

In addition. Govcmtncnt should indicate sptcifically in the papers sub- 
mitted to Parliament the financial in~plications of a recurring grant exceeding 
Rs. S lakhs per anmm whew the commitmeat, direct or impSied, is for two 
v w r ~  or morc. 

1.76 -Do - "'TTic limit for non-recurring and recurring grants-in-aid to a private insti- 
tution should npply in the case of moneys disbursed by Government as a 
wholc rather than by individual Ministriesi/Departments." 

_ - _ _  _ _-- _ ._--_.___ _-_. __ -. _I___-- --.-----~--_ -_ ---._I__ 



4. 1.77 Ministq of Finance 
I b i s t r y *  om,- A@,- 
culture, C m ~ u n i t y  ~ e & -  
lopment and Caoperation ----- 

Ministry of Commerce - ..- 
All m k t r i e c  

- .-- - -  . - --- - 
I V . Subsidies 

Illere is no nlontion of subsidies in the original proposals drawn up by 
(iovernrncnt, though in the subsequerlt note they have mentioned subsidies. 
The Committee also find that Government do not in dl cases indicate the 
extent and quantum of subsidy in the Budget Demands presented to Parlia- 
nient. To cite an instance, the Demands for the Ministry of Food & Agri- 
culture only indicate the expenditure incurred on the purchase of food-grants 
md fcniliscrs, but the losses resulting from the difference in the sale and: cost 
price of foodgrains and fertilisers which are largely covered by subsidies are 
not specifically indicated against any major head in the Demands for Grants. 

The Committee consider that, as subsidies reflect in monetary terms the O 

rcwlt of some of the important policy decisions of Government or umtractual 
thligatiom entered into by them, it is proper that the specific approval of 
Parliament to the grant of subsidies, overt or covert, should be taken. 

The Committee accordingly recommend that a subsidy should be shown 
us a separate sub-hcacl undcr each relevant Demand supported by adequate 
details regarding the extent of subsidy on each commodity and the reasons for 
i t  in the Explanatmy Memorandum so that Parliament i s  made fully 
ct~gnisant of thc extent and quantum of the subsidy being voted upon and 
~ h c  reasons for it. 

It is ttoticeti that at present ihe entire provhion for e x p w  promotion 
ccherrte.~ is being shown under one sub-head : Export Promotion & Market- 
r r ~ : ~  .%~herne. A I~rtrtp srrm provision of Rs. 40 crows under his Sub-head 



IIUS been rnude itt rlre Budget for 1968-69. The explanatory note appeniied 
to the Demand stores that this cunount c?f Rs. 40 mores is to be rrtilised on !he 
following major items : 

Cash assistance fur exportuble c,on ~~trodities; 
Mmket Research; 
Exporr Publicity; 
Participation in Trade Fairs u d  Exhibitions; 
Trade Delegations and Stu& Teams; 

Grants-in-aid t o  Export Orierrretl Organisations; 
Foreign Ofices; and 
Resemh and Product Derc~loprnent Schemes erc. 

Minist of Finance The expkuratory memorartctttm, however, does not indicate how much mz oI rarAogriCj- would be~specifically spent on each of these major item. The Canmitree 
ture, Community Develop feel that, in the interest of effective Porliwnentary control, this lump sum 

ment and atim provision should be broken dmvtr into its major constituent d m e s  and 
s w n  speci@alIy under each &tailed head in the Demand wW suitable 

--. - 
All Ministries ~~planatory nates. 

-Do- &.additional subsidy exceeding Rs. 10 lakhs or 50% of the Budget 
Provision, whichever is less, should be treated as a 'New Instrument of Ser- 
vice' requiring Parliament's approval. 

''Provided rhat in the case of a scheme for the purchase oj foodgrainr and 
for exporr subsidies (under each detailed head) thorugh the Marketing Deve- 



lopment F u n d ,  the litnit of R.F. 25 lakhs each wodd apply in place of 
Rs.  10 lakhs." 

1.84 Ministry of Finance The C'c~mntirtee also desire that the statements sllowing the financial re- 
MhjstrJ' of F ( d ,  Aficul- s d t s  of State Trading in foodgrains should be incorporated along with ade- 
ture* -unity Develop quate detaiLr in the explanatory note to the relevant Demand for Grants. The 
ment and Cooperation Sfntement .~holrM inter-alia show die Quantity and VaCe AccoutriJ and the 
Minishy of Commcrce Gross Profir arrd Z~OSS position in respect oj major foodgrains for the previous 
All Ministries : ccrr NS ufso rlre cumulative profitlloss on different foodgrains. I t  should 

~ I I W  indicale the average cost price and sale price in order to bring OM clcatly 
t /w mount of the subs id^. The average cost price shortld show details such w 

t4 
ay actual price paid to the indigenow producer and the country from which 
the foodgrains is ktporred, adminiytrative espenclitrcre, freight, incidental and 
other clrarges, losses in transit harrdlir la and storwe. 

5. 1 .F(5 Ministry of Finance ---- . . . . 
\'. Orher Cases 

A11 Ministries The Comniittrc agree with Governments' popoals. 

6. 1.86 Posts and Telegraphs - - \ . I .  Posts B Telegraphs 
Department Ministry of The general principles enunciated a h v e  \hould he made applicable to 
F ' i  Pmh & Telegraphs Department alco. 
All Ministries 

-- ----- - 

7. 1.95 Ministry of Defence \'IT. Drfmre - ---- -- 
Mhistry of Finance - -- The  Committee wckome the readines shown by the Ministry of Defence 

All Ministries ,ind the Dcpartmmt of Defence Production to fall in line with the odmet 



Ministry of Defence 
M i n i s t r y % i - ~ i i c ~  

Ministry of Railways 
(Railway Board) 
Ministry of Fiaance 
A ~minTs&es 

!Ministries of the Government of lndia in agreeing to obtain the prior approval 
of Parliament for investments in or loans to a departmental undertaking/ 
(iovernment Compan y/Public Undert'aking or Private Company or gramts-in- 
aid for private institutims and subsidies subject to the condition that Cfovem- 
mcnt should be free to decide in each case the extent to which infomaticxi 
could be given in the budget papers consistently with consideration of 
wcurity. 

I'hc C'omniittcc arc glad that thc rcpri.scntatives of the Ministry of 
Defeoce have agreed to fall in line with the guidelines laid down for new 
works by the Commitkc in respect of Civil Ministries in their Tenth Report 
( 3rd Lok Sabha). The Committee expect Government to give effect to 
these fecommendetions subject to the considerations of security r e f e d  to 
In Para 1.95. 

Ga 
L a  

The Comtnittec orc of the view that a time has come when the monetary 
limit for new works laid d o m  by the Conunittee in paras 1 to 3 of their 
10 Report (Third Lok Sabha) for all Ministries should be made applicable 
t o  Railways. This means that the prior approval of Parliament should k. 
obtained for undcrli\king new works costing Rs. 25 lakhs or more. 

As regards investments in and loans to public and private sector undsr- 
ktkings. :md the subsidies and grant-in-aid, thc gc'ncral principles enunciated 
by the Committee in paras I .6R to I .X4 should apply to the Ministrv ot 
Railways also. 



TX . Conclusiotr 
9. 1.104 Ministry of Finance 'l%e Committee suggest that in order to make the instructions comprc- A,, Miai&.. ---- - hcasive, the recommendations made by the Public Accounts Committee earlier 

in their 10th Report (Third Lok Sabha) and accepted by Government about 
executiasl of new works only after obtaining Parliament's approval should 
he suitably incorporated with instructiom to be issued. 

Similarly, Government should also incorporate the instructions hued by 
them in 1958*, ia pursuance of the recommendzdons made by the Corn- 2 
mittee in para 80 of their lStb Report (First Lok Sabha), that the trapsfer 
of a gift of Government assets of a value exceeding Rs. 1 lakh to private 
parties/dtutioas etc. should made only after such cases are specifica11y 
brought to the notice of Parliament. 

The Committee find that in the Demands for Grants for Ministries 
( 1968-69), New Services which are being included in the Budget f a  tbe 
first time as also schemes envisaging substantial expansion are not mentioned 
in one place for facility of reference. The Committee suggest that Gcrrrera- 
m a  may add a  section^ in the Book of M a n &  for Grants for each Mini&ry 
indicating the details of all schemes which come within the purview of 'New 

'Ministry of Finance O.M. No. F. ? ( 9 ? )  R-58, dated 3 r d  December. 1958. 
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