No. Confidence
. Motion

puty-Speaker]

of the reasons given is the failure to
sk the refugees to their homeland after
he problem of Bangla Desh. May I
hose hon. Members who are in favour
being granted to rise in their places ?

E PRIME MINISTER, MINISTER OF
(IC ENERGY, MINISTER OF ELEC-
NICS, MINISTER OF HOME AFFAIRS
+ MINISTER OF INFORMATION AND
JADCASTING (SHRIMATI INDIRA
NDHI) : But he is not here.

MR. DEPUTY-SPEAKER : Yes, he is
not present. So, it is not moved. 1 will pass
' to the next item.

AN HON. MEMBER : Sir, he has come,

MR. DEPUTY-SPEAKER : But it is
late mow., When it was taken up he was not
here to move it.

SHRI SAMAR GUHA (Contai) : 1
rushed in as soon as I heard about it,

MR. DEPUTY-SPEAKER : He should
have been here earlier. As a very responsible
member he should have been more alert,

SHRI SAMAR GUHA :
raised the question of
(nterruptior).

Sir, you have
responsibility......

MR DEPUTY-SPBAKER : Order, order.
1 will repeat the No-confidence motion sent by
Shri Samar Guha : —

“That this House expresses its want of
confidence in the Council of Ministers.”

The reasons given are :—

“Failure to send back the refugees to the
homeland afier solving the problems of
Bangla Desh,”

Now, I have totake the leave of the
House,

*Moved with the recommendation of the President.
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SHRI SAMAR GUHA : No, Sir. Aocord-
ing to the advice of friends in the Opposition
parties, I do not want to press it today,

"SHRI ATAL BIHARI VAJPAYEE
(Gwalior) : 1 am glad that he has accepted our
advice.

MR. DEPUTY-SPEAKER : Now we go
to Bills for Consideration.

SHRI CHINTAMANI  PANIGRAHI
(Bhubaneswer) : Sir, in Orissa there was a
terrible cyclone in which 20,000 lives had been

lost. We have given some notice of motions
about that, We have lost 50 many lives and
property.

SHRIS. M BANERJEE (Kanpur): A
statement should be made regarding the
cyclone.

MR. DEPUTY-SPEAKER : A statement
has been laid on the Table.

SHRIS. M BANERJEE : That is on
the flood situation, not on the cyclone in
Orissa.

MR, DEPUTY-SPEAKER : The state-
ment on the hivaoc caused by the cyclone has
been laid on the Table of the House Kindly
read that and come forward with what you
want to say about it.

15.17 hrs.

COMPTROLLER AND AUDITOR-GENE-
RAL’S (DUTIES, POWERS AND CONDI-
TIONS OF SERVICE) BILL

THE MINISTER OF FINANCE (SHRI
(YESHWANTRAO CHAVAN) : Sir, 1 beg to
move® :

“That the Bill to determine the conditions
of service of the Comptroller and Auditor-
General of India and to prescribe his
duties and powers and for matters conbect-
ed therewith or incidental thereto, be
taken into consideration.”

Hon. Members are aware that the Conati-
tution gives a very special position to the
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Compiroller and Audltor-Géneral and one
special chapter deals with the functions, duties
and service conditions of the C&AG. At
the present moment his duties and conditions
are controlled and determined by three sets of
provisions, which are : The Comptroller and
Auditor-General (Conditions of Service) Act,
1953 ; the provisions of paragraph 12 of the
Second Schedule of the Constitution ; and the
Gove t of India (Audit and Accounts)
Order, 1

If we look to article 149 of the Constitu-
tion, we find that the functions and duties of
the C&AG are indicated there  Article
149 reads fike this : —

“The Comptroller and Auditor-General
shall perform such duties and exercise such
powers in relation to the accounts of the
Union and of the States and of any other
authority or body as may be prescribed by
or under law made by Parliament and,
until

“provision in that behalfl 1s so made, shall
perform such dutics and exercise such
powers in relation to the accounts of the
Union and of the States as were conferred
on or were exercisable by the Auditor-
General of [ndia immediately before the
commencement of this Constitution ....."

Itis in fulfilment of this that we have
undertaken this legislation. As you are aware
a similar Bill was introduced in the last Lok
Sabha and a Joint Committee went into the
provisions of that Bill., A report was also
submitted by the Joint Committee. But as
the Bill could not be proceeded with further,
it lapsed, We have again come forward with
a fresh Bill for the consideration and accep-
tance of the House,

While drafting the present Bill, we have
taken into account all the recommendations
made by the Joint Committee except one. I
will give the reasoms, if atall it Is necessary to

give, when we come to the clause-by-clause
consideration,

1do mot want to take much time of the
House by repeating many things which are

Reasons and the Explanations glven in various
Clauses, T would just mention some of the o
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portant features of this legislation which, really .

speaking, introduce for the first thme some new

aspects,

As far as the functions towards compild-
tion of accounts and auditing of accouats of
the Union Government and the State Govern-
menis are concerned, we have retained the
same powers and the same position. But we
have made certain changes in the cond: ions of
services in the sense that the present Bill equa-
tes the position of the Comptroller and Auditor-
General with that of the Supreme Court Judge.
Even previously, the salary of the Comptroller
and Auditor General was Rs. 4,000. We have
said that it will be equal to that of the Sup-
reme Court Judge Formerly, the tenure of
office was supposed to be for six years. We
have maintained the six ycars period, but, at
the samd time, we have introduced an age-
limit. If he attains the age of 65, even though
he may not have completed six years, he will
retire, Certain changes in the pension also are
made which, I think, are a sort of improvement
on the previous situation. I do not want to
go into details because it is all provided in the
clause itself,

As far as the duties and powers arc com-
cerned, the most important thing that we have *
introduced is that the Bill provides for audit
by the Comptroller and Auditor-General of
accounts of bodies or authorities subtantially
financed by grants or loans from the Consoli-
dated Fund of India or a State or of
a Union territory having a Legislative
Assembly and, for this purpose, a
grant or loan will be treated as substantial if
it is not less than Rs. 5,00,000 and constitutes
not less than 75 per cent of the total expendi-
ture of the body or authority in a fidancial
year,

This is an additional authority or responsi-
bility that we have given to the C.A.G,

Al the same time, the Bill provides for
scrutiny by the Comptroller and Auditor-Geties
ral of the procedures by which an aupthority
sanctioning a grant ora loan to any body
or authority satisfies itself as to the ful-
filment of the conditions subject to which . the
grant or loan was given and for this purpose
gives him the right of access 1o the baoks of
the body or authority with certain exceptions.

There are two other special points which I
would like to mention before I conclude. The -
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Bill provides for the audit by the Comptroller
and Auditor-General of ail receipts which are
payable into the Consolidated Fund of India
or of a State or of a Union territory having a
' Legislative Assembly and to satisfy himsell
that the rulcs and procedures are designed to
secure an effective check on assessment, collec-
tions, etc., and to report thereon.

The C.A.G. can also undertake the audit
of the accounts of 2any authority or body not
otherwise entrusied to him by or under any
law made by Parliament provided such reguest
is made in public interest. And after consul-
tation with the CA.G. and after giving a
reasanable opportunity to the body or authority
for making representations with regard to the

proposal for audit by Comptroller and
Auditor-General, he can undertake the
audit work there.

These are some of the new features of the
present Bill. I think, it covers a wide gap or
ratber defines more specifically the duties of the
Comptroller and Auditor-General. I think,
this Bill was overduc which would have been
aceepted by the House in the last Parliament.
But, anyhow, we have taken now the first
opportunity in this Pariiament to bring the

* Bill for the acceptance of this honourable
House and, I hope, this honourable House will

aceept it,

ot wew fagrt aRdY  (rafeas)
INAY VLT, w9 #3 wAYA ¥ Al
fear & q& sqern war & afra #
g eI ar A f @ X Fwar
art

MR. DEPUTY-SPEAKER : Amendments
to the clauses—1 thmk we shall accept them,
"but at that time.

SHRI ATAL BIHARI VAJPAYEE © But
fet the hon. Minister be given a copy of my
amendments,

SHRI SEZHIYAN (Kumbakonam) :
About the recommendation of the Select
Committee on inclusion of the Food Corpo-
ration under the purview of the Comptroller
and Auvditor-General, the hon. Minister said
‘he will be giving his reasons for non-inclu-
sion of the recommendation in the present
Bill. May I koow the reasons /
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MR. DEPUTY-SPEAKER : Youars to

speak on the subject,

SHRI YESHWANTRAO CHAVAN :
About the Food Corporation of ladia, I said
that even during the Joint Committee, we had
considered this question and we have decided
that instead of amending this Bill, it is much
better to amend Food Corporation Act itself
and that we have accepted. This is a commit-
ment on behalf of the Government.

MR. DEPUTY-SPEAKER Motion
moved :

“That the Bill to determine the conditions
of service of the Comptroller and Auditor-
General of India and to prescribe his
duties and powers and for matters con-
nected therewith or incidental thereto, be
taken into consideration”.

SHRI SOMNATH CHATTERIEE
(Burdwan) : As the hon. Minister himself
said, it was long overduc that a comprehen-
sive legislation should be brought as
contemplated by Art. 148 and 149 of the
Constitution, But, I am sorry to observe that
many of the loopholes and drawbacks which
were noticed during the operation of the
previous legislation in this regard are still not
removed. Particularly, I wish to draw the
attention of th: House and the hon. Minister
to the fact that there is total absence of any
provision with regard to the audit staff under
the organisation of the Comptroller and
Auditor-General, As we all know, auditing
which comprises of compilation of accounts,
their scrutiny, detection of irregularities and
formulation of audit objections and other
related matters are initially and primarily done
by the sub-ordinate staff, namely, the auditors
and accountants. But, unfortunately, there is
no provision to give some statutory status to
these auditors and accountants who do the
most important part of the work.

With a view to maintain the independence
of the Comptroller and Auditor-General the
Constitution has made provision. No doubt it
is desirable that he should be above all
influences and above all executive interference,
But, it is equally important that the staff
which aid and assist the Comptroller and
Auditor-Genersl should also be given proper
status and it should be Iaid down in the
statute itself and they should not be amenable



253 Compiroller and

to any influence or executive interference.
These days it 1s koown even arbitrary
provisions like Art. 311 are taken recourse to
with a view to dismiss Government employces
from service. These are the persons who are
completely at the mercy of the Government
so far as their service conditions are concerned.
Therefore, my submission is that the staff at
various levels should be given proper statutory
recognition and statutory status and they
should be brought under the Comptroller and
Auditor-General, not the Finance Ministry
as such.

1 was surprised to know that the Auditors
and Accountants are now classified as mere
Upper Division Clerks in terms of salaries
and status and in view of this the audit staff
do not command the respect and authority in
the subordinate offices m respect of whose
accounts they have to do the auditing and
accounting. Therefore, it is a very important
matter which 1 request the hon, Finance
Minister to take into consideration and, if
necessary, he can bring forward a supple-
mentary legislation or move adequate
amendments. This is not only the view of
peisons outside the organization but I find
that the two previous Comptroliers and
Auditor-Generals themselves, Mr. Roy and
Mr. Chanda, are of the same opinion. They
also said that to really keep the independence
of the organization, the staff should be kept
or brought under the control of the
Comptroller and Auditor-General himsell and
they should be given some independent status
free from the control of the Finance Ministry.
Therefore, my first submussion is that this is
a matter which was noticed eatlier in the
process of implementation of the previous
legislation but that drawback and loophole
still remains.

The other point that I wish to draw the
attention of the House to is that although in
some respecis wider and greater powers are
being given to the Comptroller and Auditor-
General, with regard 10 auditing of various
accounts, his powers are sought to be whittled
down. Sir, I Sind this in the proviso to Clause
19. It is said that the President may, ‘after
consultation with the Comptroller and Auditor-
Gencral, by order, relieve him from the
rexponsibility for keeping the mccousts of any
particular class or character’ While this
provision is made for consultation, it is not
obligatory on the part of the Government or
of the President to acospt the advice given by
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the Comptroller and Auditor-General in
respect of various matters brought to his
notice. If the decision of the Government be
to relieve the Comptroller and Auditor-
General of his obligation to keep in the
accounts, then the whole scction, that is,
Section 19 becomes completely infructuous.
They are merely consultations. Provision of
mere consultation cannot safeguard the
independence of the Comptroller and Auditor-
General or his organisation or his powers nor
does it give protection for independence from
the executive in so far as the exercise of those
powers are concerned This is a fundamental
question because, you will find this not only
in Clause 10, but also in other provisions like
Clause 15. In Clause 15 similar provision is
made.

My submission is that so far as these
powers are concerned, it should not be left
to the Executive to relicve the Comptroller
and Auditor-General of those powers in
respect of amy chosen authority, or chosen
Ministry or chosen accounts,

Then, the other point to which I wish to
draw the attention of the hon, Minister is
this. This is the question of extending the
powers of the Comptroller and Auditor-
General regarding control of various
statutory bodies and authorities, to cover
institutions like nationalised banks, Reserve
Bank of India, dealing with transactions
relating to foreign exchange, and the Industrial
Finance Corporation and the Life Insurance
Corporation of India. With a view to keep
proper checks on the spending of public
money through these agencies, which have
become important agencies, it is necessary
that the Comptroller and Auditor-General
should be enabled to carry out the responsi-
bility of keeping the accounts of these
institutions and bodies.

Regarding the Food Corporation of India,
the Finance Minister has given an assurance
that appropriate action will be taken. Bat I
would like to know as to why we cannot put
it clearly when we are dealing here with the
functions of the Comptroller and Auditor.
General, in a comprehensive Act of this kind.
Why should this power be spread out and
enumersted in so many different Acts ¥ Why
cannot all these things be brought under this
very Act which s sought 1o be a comprehen.
sive legislation.
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So, our submission is this. This is a
matter which should be non-controversial
matter. We want the independence of the
organisation and the independence of the
officc and this should be kept above any
possible reproach. It is more and more
necessary that the wide powers which are
given and safeguarded by the Constitution
should be utilised for the purpose of checking
the accounts of these important stalutory
corporations and bodies. This will allay the
fears and suspicions in the public mind
regarding the proper utilisation of the resources
of the nation, in accordance with the accepted
norms of accounting and audit,

‘Therefore, Sir, these are the aspects which
we wish the Government to take into consi-
deration. Subject to what I havc submitted,
we are supporting this Bill, Thank you.

SHRI P. VENKATASUBBAIAH
(Nandyal) : The hon. Finance Minister
while introducing this Bill and also the recom-
mendations of the Jomt Committee on this
Bill has indicated certain changes which have
been made in this Bill with regard to the
functions of the Comptroller and Auditor-
General.

One important amendment that he has
accepted is with regard to the salary of the
Comptroller and Auditor-General, namely,
that it has to be on a par with the salary of
a judge of the Supreme Court. This is a good
provision that has been accepted by Govern-
ment because it gives a status for the
Comptroller and Auditor-General who has
to perform the very onerous and responsible
duty of keeping a watch on the public finances
of this country.

The Comptroller and Auditor-General
plays a very crucial role with regard to public
finances. But I find that nerther in Part V
of the Constitution nor in the subsequent Acts
that bave been framed nor in the present Bill
has it been indicated in what manner the
Gomptroller and Auditor-General will assist
the Financial Committees of Parliament. For
instance, till now, the PAC is being assisted
by the Comptrolier and Auditor-General on
the basis of . certain paras that have been
sobmitted to the PAC. It would have been
better if a specific reference had been made in
the duties and functions of the Comptrolier
and Auditor-General 16 his relationship vis-g-
vis the financial committees of Parliament,
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Though we have not adopted the American
Constitution in actual working, as far as 1
have been able to understand, in America, not
only the President or the executive authority
can make a reference to the Auditor-General,
but if certain allegations are made against
certain Departments by any member of the
Senate or any representative of the people,
the Auditor-General is bound to go into those
allegations and send a report to the member.
That may not be possible in our country, but
at least 1t should be incorporated in the
functions and duties of the Auditor-General
that whenever the Chairman of a financial
committee whether at the State or Central
level refers any matter involving certain
irregularities or certain misuse of funds in any
Department, then it would be the bounden
duty of the Auditor-General to go into the
matter and report to the chairman of the
financial committee concerned. 1 would only
like that a clear and specific reference be
made with regard to the giving of assistance
by the Comptroller and Auditor-General to
the financial committees.
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As you know, the financial committees
get only such of these audit paras as have
been sufficiently filtered down by the Audit
Department. So, only a very few paras will
come to the not'c: of the Comptroller and
Auditor-General. So, if no assistance is
given by the Comptroller and Auditore
General it will not be possible for
the financial committees to function in the
manner in which they are intended to function,
namely to go into the entire gamut of
functioning of a particular department, and
sec whether the irregularities have been
dropped for sufficient reasons at the lower
level or whether they have been dropped
because of certain extraneous considerations
and so on. Trese matters are to be looked
into very carefully and deeply, and for this
purpose, the Comptroller and Auditor-
General should be obliged to provide the
necessary information as asked for by the
chairmen of the financial committees.

With regard to the working of the
Auditor-General's Department, at one time,
when this matter was discussed In the Cons-

functioning in the
various States should be independent of the
Compirolier and Auditor-General. But in
order to ensure thelr working in a uniform
way and also in comformity with the provisions
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of the Constitution, the Accountants-General
were required to discharge their functions as
the agents or the representatives of the
Comptroller and Auditor-General.

When the pay and status of the Comp-
troller and Auditor-General has been equated
with that of a Supreme Court judge, 1t 15 but
natural and it would also be in conformity
with the functions that they arc performing
that the status and salary of the Accountants-
General should be on a par with those of a
High Court judge I hope this matter will be
gone into by the Finance Ministei to see that
the department which exercises control over
the finances of the various State Governments
1s also given an equal status and dignity so as
not to be subservient to the whims and fancies
of the local governments,

With regard to audit staff, a point
mentioned by my hon fiiend, Shri Somnath
Chatterjee, I entirdy agree  that the staff
working al the vaiious levels should be given
sufiient status as to be able to eseicive
the requisite check over the wotk of the
various departments of Government,

This Bill does not cover the wvaiious
autonomous corporations that have come into
enistence mow, It 1s not only the Food
Corporation of India but wvarious other
corporations that have come into being and
are drawing funds from the Consohdated
Fund of India, All these must be brought
within the jurisdiction of the Comptroller
and Auditoi-General.

The Finance Minister has said that the
FCl Act will [be amended That 1s one way.
The other way is to insert in the clauses
containing the duties and functions of the
Auditor General a provision that all autono-
mous corporations drawing financial assistance
from the Consolidated Fund of India should
come under his purvicw, Then only can there
be a proper check and parliamentary super-
vision aiso when the Comptroller and Auditor
General submits his report to Parliament,

So 1 would urge upon the Finance
Minister to ensure proper financial discipline
not only in the case of the Government of
ln;lii:m but the State Governments and the
va autonomous corporations by extending
the scrutiny of the CAAG to all these
institutions and corporations,
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As regards the nationalised banks and
other institutions, I do not know how far it
will be suitable or proper to bring them under
the audit of the CAAG. I have got my own
doubts Hence I have spoken only about the
various aulonomous corporations at various
levels,
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With these words, I support the Bill.

SIIRT M. KALYANASUNDARAM
(Tiruchirappalll) : Thez Bill, 1n my openion,
secks only to more or less maintain the Stzrus
guo. Although the Finance Minister has claimed
that it is comprehensive and in the statement of
objects and reasons it has been mentioned that
the Bill seeks to providé compichensively for
the conditions of service, duties and functions
and powers of the Comptroller and Auditor
General in replacement of the various existing
provisions in this regard, what the conditions
of service that have been replace 7 What are
the conservative provisions that have been
replaced and what are the radical ones that
have been introduced ? As far as [ could see,
nothing of the kind has been done.

During the last 20 years, the Consolidated
Funds of the Union Government and the
States have grown immensely, ten to twelve
times. Several public sector corporations have
also come into existence. Public audit must
be such that public accounts are accountable
to the people through this House. Will the
provisions of this Bill ensure such an effective
and efficient audit of public accounts ? Has
the Finance Ministry applied its mind to this
aspect 7

Sir, the Constitution provides not only
for fixing the salaries and allowances but the
functions, the performance of this post
which is an institution But the Government
have taken only one aspect, and that is the
salaries and allowances of the Comptroller
and Auditor-General and left the other
aspects to the department us if the Cons-
titution enjoins upon us to attend only to
these aspects. Under article 48(5). what
type of staft will have to be recruited and
how the department should function, all
these matters are left to this House to be
regulated by law.

AN HON. MEMBER : Rules.

SHRI M. KALYANASUNDARAM :
The rules include recruitment and the
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qualification of the staff. So, a comprehen-
sive outlook must be taken about the audi-
ting institution, 1 would even suggest that
to avoid controversy between commercial
auditing and the department, and the
scramble for power and position, it will
be useful to nationalise the whole additing
profession and bring this institution under
the control of the Auditor-General. Such a
long-range view must be taken and such a
radical reform will have to be introduced.
The role of the Government in the growth
of the national economy is becoming greater
and it is bound to assume a still greater role
in the future, The audit also must be effec-
tive enough to cope with the developing
situation. So, this Bill does not even think
on those lines, and only the siatus quo is
sought to be maintained,

In the fixation of the salary and allowa-
nees of the Comptroller and Anditor-Genral,
it is good that it has been raised to the
status of a judge of the Supreme Court.
The Auditor-General and his stafl are Servants
of this House. They arc answerable to
this House and not to any of the Ministrics.
Similarly, the Accountants-General in the
States are answerable to the legislatures,
What is their position ? You have raised the
status of the Auditor-General to that of a
judge of the Supreme Court. But in the
States, the Accountant-General is inferior
in status to the Chief Secretary. How are
you going to raise the status of the Accoun-
tants-General ? In our present system, the
salary and position matter, When an
officer of the audit department sits with the
officials of any of the Ministries, either in
the Union Government or in the States, he
must at leastbe ona par with the officials
whose performance he is expected to audit.
If he is considered inferior, what is the use,
and how is he going to command the respect
that is necessary ? I think the woele guestion
will have to be examined right from the
start. Anofficer in the audit} department
is not just a clerk in the department. His
functions are special and he hasa special
task to do without fear of favour, amd so,
the position of the staff in the audit depart-
ment must be elevated not only with respect
1o their salaries but their functions and powers
must be such that they will be able to get
the information that they want and they will
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be able to examine anyof the departments

without fear or favour.

Further, what is the procedure laid down
for the appointment the Comptroller and
Auditor-General ? No procedure is fixed,
The Constitution, of course, says that the
President will have the power to appoint,
When the President appoints the Auditor-
General, he appoints him on the advice of the
Government in power. Some provision must
be there by which this House could be
associated with this, I would suggest that
a panel be formed, just as in the case of
the appointment of Vice-Chancellors in the
universilics who are appointed by the
Chancellor ; from out of a panel submitted to
him, be selects one, So, in order to make
the position of the Comptroller and Auditor-
General really independent of the executive,
you should start from the procedure for his
appointment. There is no mention about the
procedure for appointment, his qualifica-
tions and status. Anybody with some
service in the Government may be appointed,
iIf any officer in a particular department is
in the good books of the Minister he can
recommend him and get him appointed as
the Auditor General with the result that the
Auditor General would be more obliged to
him than for serving the nation. He should
be made to feel that he can act independently,
There is a safeguarding provision that alter
retirement he cannot seek any appointment in
any Government institution. Thus he need
not be under any obligation to the Ministers.
That is the spirit with which the provision
has been made in the Constitution,

Similarly even for his appointment there
should be some provision by which he way
be made to feel that he was appointed inde-
pendently. The question is : how to asso-
ciate this House with the appointment of the
Auditor General, Today audit is not given
the importance it ought to be given. Wasteful
and extravagant expenditure is a vice of not
only the modern times ; it has been there
even before. That is why it has bheen
suggested that the public accounts in every
walk of life must be audited. In order to be
effective the audit should be answerable to
to this House,

A Committee of this House can be
associated with the functioning of the audit
department so that it could examine thely
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functioning periodically and give them guide-
lines. In the Act there sre no specific
guidelines with regard to the method of audit
or its functioning. Very rarely do the
auditors take up the question of performance
in a Ministry or in a Government Underta-
king. Even in regard to the realisation of the
taxes, the role of audit is very big Occasio-
nally they examine some income tax office
and satisfly themesives. What is the purpose
of the audit 7 Every pie duc to the treasury
must be collected and every pie so collected
must be spent properly so that it reaches
the people Now the audit is not function-
ing that way,

They preparc voluminous reports based on
the facts and figutes given by the Ministry
and piesent them to us. Perhaps it seeks to
hide more than what it discloses,  The
present system of audil is neither satisfactory,
nor is it commensurate with the needs of
the present situation Hence 1 suggest that they
may pass this Bill us a tempoiary micasure,
A more comprehensive Bill incorporatmig the
inpiovements suggested by this House should
be brought forwaid soon, They have tahen
twenty years already to introduce this Bill,
I hope they will not take another twenty yvars
to think about the staff attached to the audit
depariment.  Let us act quickly so that
there may be confidence among the people
that the public funds are spent properly,
We hear so many allegations about corrup-
tion, Where is the machinery ? How many
of us are able to attract the atlention of the
competent official ? 1 have mno faith in the so-
called vigilance department, There should be
another department to watch the vigilance
department, that is the position we have come
to. The audit should be more effective and
they should be empowered to catch any
irregularity of the spot before it is too late,
before it is sought to be hidden.

My objections arisc because of the
weaknesses in the Bill. Because it does not
salib.fy the needs of the present situation,
it will not enthuse the staff as a whole in the
, audit de?anment. The staff are very much
demoralised and discouraged because of
their low salary and low status By trying
to un'sry only the head of the department,
you will be dissatistying alt the other officials
lnelt:ndl:s G‘m who s:m functioning as Acco-
uni ' y L a to the Fiaance
Minister to consider urm!y the polnts
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which I have raised and try to bring a
comprehensive Bill so that the functioning of
audit may be independent and under the
guidence of this House, so that public funds
can be properly safe-guarded.
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SHRI S.N. MISRA (Kannauj) : While
supporting the Bill and congratulating the
Finance Ministcr on bringing it forward, I
wish to point out that the main intention of
the provision in the Constitution protecting
the scrvices of the Comptroller and Auditor
General 1s that finance is a very important
thing and that those who are responsible for
checking it should be given imraunity. That
immuntity has been _ given to the Auditor
General, but it is also necessary that the
Accountants General of the various States
must also have a certain protection and if
in the present Bill a definition of the Accoun-
tants General and their status is included
and a certain protection is also given to
them, the position would be much better.

15.5 hrs
[SHRI K. N. TIwWARY in the Chair)

Secondly, it has been already said by my
friends here that it is neccssary that all the
public undertakings, wherever the funds of the
State are invesled, whether it is 10 or 50
or more them 50 per cent, whether it is
the Food Corporation or LIC or any other
undertaking, must automatically come within
the purview of the Auditor General. The
Finance Minister said that he would try to
mtroduce certain amendments in the Food
Corporation Act. I think that it would be
unnecessary because we are now heading along

for a socialistic regime wherein  there
may be nationalisation of everything
except what we put on our body. I am not

speaking about the partner in life, butl
am only saying about our clothes. It is,
therefore, necessary that at this stage we
should bring within the ambit of the
Auditor General every undertaking where
public funds are invested. That is ome of
the two amendments which I beg to submit
to the hon. Finance Minister, and I hope he
will give thought to the matter,

16 hrs.

SHRI SEZHIYAN (Kumbakonam) : 8ir.
as polated out by the Finance Minister himaaif,
this Bill has been over-due and we are glad it
has cotnd up for consideration at lenst now, &t
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is said that eternal vigilance is the price of
democracy. For prope: functioning of demo-
cracy, Parliament should not only legislate,
allocate funds and undcrtake various welfare
schemes for the good of the people but also
have a machinery to watch whether the Acts
are implemented fully and whether the sanc-
tioned amounts have been spent for the pur-
poses for which they were sanctioned. Parlia-
ment fulfils this task of vigilance through the
parliamentary committee which draw heavily
upon the assistance of the Comptroller and
Auditor General and his officers. In indepen-
dent India, we have been fortunate in having
had some brilliant men as CAGs. They have
been every helpful to the financial committees
and to Parliament and they have come up to
the expectations of the founding fathers. As a
member associated with the Public Accounts
Committee, I may put it on record that the
present CAG is no exception. He assisted by a
team of very talented officers, with almost a
migsionary zeal, has been helping the PAC and
Parliament.

While we are giving status and responsibi-
lities to the CAG and his officers, have we
given them enough resources to fulfil those
obligations ? That is the question which ariscs.
The Finance Minister was good enough to
assure us that he has accepted most of the
recommendations of the Select Committee,
except one. The recommendation that the
Auditor General should receive the same
salary as & Supreme Court Judge has becn
accepted, But whereas the pension of a Supreme
Court Judge can go up to a maximum of Rs,
20,000, here it is at the flat rate of Rs. 15,000.
There the pension is proportionate to the
number of years of service as Judge. I have
given some ammendments that the pension of
the CAG, should start with a minimum of
Rs. 14,000 and if he puts in six years service,
as CAG: calculating at the rate of Rs. 1,000
for each completed year of s:rvice, his pension
may go up to a maximum of Rs. 20,000, as in
the case of a Supreme Court Judge.

As pointed out by Mr. Kalyanasundaram,
we should improve the scales of pay and condi-
tions of service not only of the CAG but also
the other officers, in order to aitract good
talent to this profession. For example, the pay
of the Depuly CAG is very much less and he
has been equated with Additional Secretary to
tbe Government of India. Previously, I under-
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stand Class [ Accountant Generals were getting
a pay of Rs 3,000, The Accountants General
were equated with Joint Secretaries. When the
pay of Joint Secretary was reduced to Rs,
2250, the pay of the Accountant General was
also reduced to Rs. 2250. To that extent, they
followed the parity. Later on; when the pay of
the Joint Secretary was raised, the salary of
the Accountat General was not raised and the
parity not maintained. The Accountant Gene-
ral, at the present, he is getting a scale of
Rs. 1,800.
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Since we have compared the post of the
Auditor General to that of the Supreme Court
Judge, on the same analogy, the post of the
Accountant-General should be equal to that
of a High Court Judge, But now he is getting
only Rs. 1,800 to 2,200 whereas a special grade
Secretary would be getting Rs, 3,500. He
should get the scale of the Chiel Secretary, if
nol the High Court Judge.

Coming lower down, the Audit Assistant
1s doing the work of an Assistant but he is
getting only the salary of a UDC, If you want
to draw good talent to this field then the
Audit Assistant should be paid the salary of
an Assistant in the Central Secrctariat,

Similarly, the Scction Officer in the Audit
General's Office, who is supervising 8 or 10
people, doing the same standard of work of
the Section Officer of the Secretariat, is getting
less than his counterpart in the Secretariat.

The Audit Officers perform functions
equivalent to that of Under Secretaries in the
Sccretariat. While the scale of the Under
Secrelary is Rs. 800 to 1,300 that of the Audit
Officer is only Rs, 590 to 900.

So, the scales of pay of the various cadres
in the office of the Auditor-General should be
improved and they should be equal to those of
their counterparts in the Secretariat,

Then, even though we have given indepen-
dent status to the Auditor-General, so far as
his budget is concerned he has to approach
the Finance Ministry. It is the function of
the Auditor General to go through the finan-
clal transactions of the government and report
the irregularitias to Parliament, He has to go
to the very same department if he wants any
finance o improve the facilities in his dmp-
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ment, It is true that there is a convention
that the requests of the Auditor General
should not be turned down at a level lower
than that of the Finance Muinister. Yet, this
procedure docs not give the Auditor-General
the freedom which he should enjoy. When the
provious Bill was before the Joint Select
Committee a suggestion had been made that
the budget of the office of the Auditor-General
should be sent direct to Parliament and that
a Parliamentary Committec should go through
1t ing‘ead of the Finance Mimstry

I think, the Finance Minisier and the
Ministry will make a reconsideration of the
pay scales and grades that werc now available
to all the officers 1n the oflice of the Comp-
troller and Auditor-General and see that they
are increased so that mght talent and right
persons are attracted to that service.,

Regarding the Ford Coiporation of India
the hon. Minister has been kind enough to
assure the House that the Food Corporation
of India Act will be amended to this effect.
When he makes the assurance, I take it [
would request him to have the amendment
brought forward in this sesion itself. I do not
want any delay in this matter.

But it involves a basic principle  Why do
you wani to take the Food Corporation of
India alone and leave the Life Insurance
Corporation, the State Bank, the nationalised
banks and so many other undertakings the
companies cieated by the Government of India
and the companies created by the creations of
the Government of India ? All those companies
which have received or are recerving some
substant/al amounts of grants, subsidy or
loans, directly or indirectly, should come under
the parview of the Comptroller and Auditors
General. I do not know why all those public
undertakings, which have not been brought
Undgr the purview of the Comptroller and
Auditor-General, fight shy of being brought
under the purview of the Comptroller and

Auditor-General, I am not able to follow the
basic reason,

1 went through the avidonce given bofore
the Joint Committee on the Comptroller and
Auditor-General's (Duties, Powers and Condi
::f' of Seevice) Bill, 1969, There it shows how
Mlziﬂﬁmppmmu in charge of a
ey o Jertaking is working, Giving evidence

ore the Joint Commitbes Sbri T. A, Pai,

KARTIKA 24, 1893 (SAKA)

Aulitor General's etc.

etc. Bill
Chairman, Life Insurance Corporation, said
this when he was put the question as to what
was the objection of the Life Insurance
Corporation to being brought under the
purview of the Comptroller and Auditor-
General :
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. . because we have to engage ourselves
in something where decisions have got to
be taken quickly iIf you have to achieve
certain results, if motives are going to be
questioned long after the transaction is
completed, that is, after a lapse of time,
it will be extremely difficult for people to
exercise their discretion ™

This 1s the point of view of Shri Pai, If
you arc going to question the discretion after
a lapes of time, one may not use his discretion,
he says. If we accept this logic, this same
logic is applicable to all the departments of
the Government of India and all the public
undertakings, That means, we should scrap
the entire examination by the Comptroller and
Auditor-General and allow them to go scot-
free with whatever they do or say.

The Life Insurance Corporation had
drawn all its funds from the Consolidated
Fund of India to start he organisation and
the cntire funds that are now wvested in the
Life Insurance Corporation are drawn from
the policyholders and public money. There-
fore why should the Chairman fight shy
of coming under the purview of the Comp-
troller and Audit-General 7

The Life Insurance Corporation was started
ted in 1956. It has been working for 15 years
without the interference of the Comptroller and
Auditor-General. He says that if the Comptro.
ller and Auditor-general is given the power,
discretion fwill notbe there and he cannot
take the right type of decisions, He says :—

“I have been feeling that if we have to
subject ourselves to the rigid control of
the Auditor-General, I am afraid, we would
not be able to take decisions at all and
things will become much worse.”

That means, without the examination of the
Comptroller and Auditor-General things
should not have gone worse, But be himselfl
bas admitted at gnother place that things
bave gone worse for the LIC in spite of the
protection that was given to it from the

{

i
|



267 Comptroller and

[Shri Sezlyan]

Auditor-General. He says later on in his
evidence that the Life Insurance Corpo-
ration could no do general insurance business
as compared to another subsidiary of the
Life Insurance Corporation itself. He says :—

“The LIC's resources should have enabled
us to capture a larger and larger share
of the insurance business, but we have
not succeeded, whereas our subsidiary,
the Oriental Fire and General Insurance
Company, which is more or less func-
tioning like a private sector undertaking,
where the rigidity has not set in, has
been able to compete with the general
insurance companies effectively, because
the peopl: are satisfied with their ex-
perience of seitlement of claims etc, by
them. So, if you want these organisa-
tions to discharge the obligations that
have been cast on them, I am afraid they
will have to be allowed to function like
business institutions.”

Here, be is making a point that when the
Life Insurance Corporation entered into
the general insurance business, it could not
make mark in competition with other general
insurance companies, but a subsidiary of
the Life Insurance Corporation, namely, the
Orienlal Insurance Company was able to
make a mark because it was working in ‘he
private sector, The person who comes to
give evidence to the Committee comes to a
conclusion that the public sector will not
work properly and that only a private sector
Company will work properly, He says that
less the public sector undertaking assumes
the role of the private sector, it will not
function well,

Later on, he says:

““We have to face competition from other
insurance compagies. But here in India
where we have a monopoly so that
whatever we do people might put up wilth
it, T am afraid thi¢ monopoly factor also
comes in the way of getting increased
business.”

The persons incharge of public sector under-
takings come before the Committee and
say that they are not confident, that they
will not be able to stand the test or scrufiny
by an outside body.

NOVEMBER 15, 1971

Auditor General's ete.
ete. Hill

We do not want the C.A.G. to go into
the details of investment ; we do not want
him to go into how shares are bought.
Why not an outside body go into the struc-
ture of premimum the extent of lapses, the
the expense ratio, etc ? These things at least
could be and should be gone into by an
outside body. Why are they very vigilant
and averse to an outside body going into
their work 7
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Regarding other things, I will take them
when the clause-by-clause consideration of
the Bill is taken up; 1 have given various
amendments and I will take up those things at
that stage.

This basic question should be settled.
The hon. Member, Shri S,N. Mishra, who
spoke before me said that it should apply
to a public company where the Government
of India or the State Government or any
other Government undertaking has contri-
buted 51 per cent of the share. Nowadays,
when they create a public company, they
do not contribute 51 per cent. They put
in 50 9 or 50.8 per cent just to avoid this
Sl_ per cent mark. That should not be the
criterion,

The Estimates Committee also went into
this question and they said that wherever
the Government has given 25 per cent paid-
up-capital these companies should attract the
provisions and should come under review of
the C.AG, The basic policy should be
decided by the hon. Minister as to whether
he wants public undertakings to come under
the purview of the CA.G. Why is he
allowing them to go away from the purview
of the Bill 7 The proper thing should have
been to include them,.

In some cases, there is a provision that
the Government can get the services of the
C.AG. to go imlo certain accounts of the
State Bank and also the Reserve Bank.
But all these years I do not think in a single
instance the Ministry of Finsuce has utilised
his services, Though there is a provision
in the Reserve Bank Act and the State Bank
Act that the services of the C.A Q. can
be utilised by the Ministry of Finance, if
they want, they have ncver dome that, It
has not beén done even in a single case.
Hes can say that oo octasion has arisen. But
unléss you lest it, you cannot say In a
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blank way, that no case has arisen. I
think, my hon, friend, Shri Kalyanasundaram
was saying that every pie that goes out
should be accounted for. The pics are
taken care of but sometimes lakhs and crores
of rupees are not taken care of, We want
the C.A.G. to go into all that.

Then, it should not be discretionary. It
should be mandatory and it should be in-
cluded in the parent Bill itself which is before
the House.

Regarding the other points, I will speak
on them when the amendments are taken up.

In conclusion I would only appeal to the
hon. Minister two things, (1) to provide more
facilities for effective functioning of the
Comptroller and  Auditor-General’s  Office,
not only for the C,A G. himself but also for
other person working there and (2) also to put,
not 1n a discretionary way but in an obligatory
way, that all the public undertakings and
also thowe created by one or the other of
the public undertakings are slso attracted and
put under the purview of the Comptroller
and Auditor-General
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afier line 15, insert—

“9A. The status, salary and service con-
ditions of the officers and the staff of the
department of the Comptroller and Audi-

tor-General shall be at par with corres.

ponding levels in the Central Secretariat.

levels in the Central Secretariat, the deci-
sion of the Comptroller and Auditor-Gene-
ral thercon shall be final,”
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Page 9,
after line 21, insert

“20A. (1) The Comptroller and Auditor-
General of India shall frame the estimates
for the administrative expenses of the
Indian Audit and Accounts Department and
the estimates so framed shall be included
in the annual financial statement of the
Govetnment of India to be laid before
both the Houses of Parliament,

(2) The Comptroller and Auditor-
General of India shall have full powers to
incur expenditure out of the grant made by
Parhament towards the administrative
expenses of the Indian Audit and Accounts

Department,”
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Page 8
Jor lines 20to 24, substiture

“(2) The duties and powers of the Comp-
troller and Auditor-General ia relation to
the audit of the accounts of banks, flnan-
cial institutions, insurance companies, and
corporations owned by the Central or
State Government shall be the same as
those in respect of a Government
Company."”

g dvew eftere frar o W
W qwyge ¥ e g afee wre
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SHRI C. C, DESAI (Sabarkantha) : I have
also tabled a few amendments. There are more
or less of the same character as the suggesions
made by the previous speakers.

What I find is that while thcie is respect
for the high office of the Comptroller and
Auditor-General, there is also a certain amount
of distrust which I find while going through
the Bill; and I say this without fear of con-
tradiction, because 1 have been a Member of
the Public Undertakings Committee, for two
years and now I am a Member of the Public
Accounts Committee, and in the past, I had
been also a Secretary to Government. What
I find is that there 1s allergy to the Public
Accounts Committee, which means also the
Comptroller and Auditor-General, and that is
apparent in this legislation

Let me give you one example. While it is
welcome that the salary of the Comptroller
and Auditor-General would be equated with
that of a Supreme Court Judge, the [facilities
regarding pension have not been cquated,
After all, what 18 the distinction between pay
and pension 7 Actually, the pensiun that should
be paid to the Comptroller and Auditor-Gene-
ral should be higher, because that post carries
with it a disqualification for further employ-
ment under Government, whereas in the case
of a Supreme Court Judge, we all know that
on retirement, every Supreme Court Judge
gets some work or the other on the syme terms
and conditions of servico as when he was a
judge. So, why should there be this distinc-
tion 7 Why should ws not give the same
pension to the Comptroller and Auditor-Gene- |
ral as to the Supreme Court Judge. |

There is also one other matter. This is a
small matter, and perhaps the Finance Minis-
ter may not even beaware of it. In the
warrant of procedence, the Attorney-General
and Comptroller and Auditor-General wery |
brackoted in the same piace and they were |
sbove the Cabinet Secretary, Afier soveral
modifications and potifications, the Cabinet
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Secretary has gone up above both these func-
tionaries, They are both constitutional fuse-
tionaries. The Attorney-General  has
gone up & few steps ahead, and
the poor Comptroller and Auditor-General for
whom this House has the highest respect and
who is really the guardian.angel of the country’s
finances has been denigrated and relegated to
a lower place. 1 am sure that this injustice
is not even known to the Finance Minister,
But I say this and T hope the Finance Mimis-
ter will cxamine how it is that the two functio-
naries who were bracheted in the warrant of
procedence have been sepirated and delinked,
and one has boen upgraded while the other has
been downgraded and for what rcasons. As
1 said, I am not attaching much importance to
precedence, but this shows the attitude of the
bureaucracy.

They think that the Comptroller and
Auditor-General is a fifth wheel to the coach.
They think that he is there to find fault with
their management of the country's finances.
Actually, as a Member of the PAC, having
seen this for the last few months, [ can say
this that he is more a friend of the bureau-
cracy than cven an aid to the PAC. Very
often, he protects them and very often he looks
after them. But this fact is not known and
is not appreciated by the bureaucracy.

My hon. friends have asked why when the
salary of the Comptroller and Auditor-Gene-
' ral is equated with that of a Supreme Court
judgs, a similar thing should not be done in
the case of the Accountants-General, They
are more or less, in fact, they are, in the same
. position vis-g-vis the Statc Covernment as the
Comptroller and Auditor-General is vig-a-vis
the Central Government. Their reports are
sent to the Public Accounts Commuttec of the
State Legislatures, and they play the same
role which the Comptroller and Auditor-Gene-
ral does here. And yet if you compare their
salary with that of the Szcretary to  Govern-
ment who appears before the Public Accounts
Committee of the State as a  witness, you will
find that his salary is lower than that of the
Secretary to Government in the Siate Govern-
ment, and certainly much lower than that of
a High Court judge or the Chief Secretary 1o a
State Government, 1 see no reason and
no justification for this anomaly. I hope that
the Finance Minuster, if he is really keen and
if he is really anxious to upgrade the status
and dignity of the whole organisation of the
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Comptroller and Auditor-General, will carry

out these improvements at the State level as

well,

My friends have also referred to the bud-
get of the CAAG. Shri Vajpayee, who was a
distinguished Chairman of the Public Accounts
Committee for two years, alluded to that, 1
also know a little bit of the working of Govern-
ment. When proposals go from the CAAG
they are pored down and cut down by the
Scerelary to Government, by an Under-Secre-
tary to Government, if you please. The
Comptroller and Auditor General does not
find it convenient or prudent to thke every
case lo the Finance Minister. If he did, I
have no doubt that his view would prevail.
But this system is wrong whereby his pro-
posals are scrutinised in a spirit of mischief
and mahce. I hope the Finance Minister will
take effective steps to improve this system,
What greater anomaly and discourtesy can you
imagine to an officer held in high esteem by us.
In fact, he is the nearest to Parliament. There
are three functionaries under our Constitution.
One is the A'torney General, the other the
Chairman of the UPSC and the third the
Comptroller and Auditor General, We hardly
ever see the Attorney Ceneral ; we never see
the Chairman of he UPSC. But not only the
Public Accounts Committee but the Public
Undertakings Committee meet the Comptroller
and Auditor General. There work is based on
the paragraphs he puts in. He is the officer
who comes in most direct contact with Parlia-
ment and he is always held in high esteem by
all the members of the PAC.

Members have said that the financial and
credit institutions should be brought within the
scope of the CAAG. 1 wholeheartedly agree
and have proposed an amendment, Four
years ago, when I was a member of the
Committee on Public Undertakings, we found
the anomaly of the Food Corporation of India
being excluded from the scrutiny of the C.P.U.
1t is only now, in 1971, that this corporation
has been brought within the jurisdiction of the
Committee on Public Undertakings. But even
now, the Comptroller and Auditor General has
no jurisdiction over the Food Corporation,
The Finance Minister has said that he will
remove this anomaly by bringing forward a
suitable amendment 1o the Food Corporation
of India Act. But here we ars enacting & law
defining the jurisdiction of the CAAG 'mad
this is the appropriate occasion to denl with
this, not by doing it in cach individual com-
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pany or cotporation. There is a Pprovision in
the Food Corporation of India Act excluding
scrutiny by the CAAG. This shows the allergy
they have to this officer. This is wrong and
this is the right and appropriate place to
define his jurisdiotion so as to cover not only
the Foed Corporation but all corporations
deriving their revenues or funds from the Con-
solidated Fund of India, over whose expendi-
ture Parliament must exercise appropriate
control.

Now I come to the Life Insurance Corpo-
ration of India, My Chairman, Shri Sezhiyan,
read.on the evidence of Shri T. A. Pai, Chair-
man of LIC. When the LIC has come within
the jurisdiction of the Committee on Public
Undertakings, what objection can you possibly
have to your accounts being audited and
checked by the organisation of the CAAG 17
The accounts should be clear and above repro-
ach, If you have something to hide or conceal,
then you could raise am objection. Your
main objection is to the Committee on Public
Undertakings, but that objection has been
invalidated and the Life Insurance Corporation
of India has been brought into the jurisdiction
of the Committee on Public Undertakings.
Now, this objection mercly to statutory con-
trol being applied is just meaningless, and it
exposes the disinclination of the public corpo-
rations to submit to the accountability of
Parliament. And if that is so, I am sure the
Finance Minister will not counteance any such
attitude, any such disposition on the part of
the corporations of India.

Even then, I know, and when [ was a Mem-
ber of the Committee on Public Undertakings,
we moved that the State Bank of India, and
the Reserve Bank of India should be brought
within the scope or jurisdiction of the Com-
mittee on Public Undertakings, They have
résisted that attitude ; even today they have
nof agreed, What is the reason ? What is
the distinction bstween the Industrial Finance
Corporation of India and the Industrial Deve-
lopment Bank of India ? They are both credit
and financing institutions, Actually, I have
seen that the Industrial Finance Corporation
is a subsidiary of the Industrial Development
Bank of India, and if one can be controfied,
esamined and brought into the jurisdiction of
the Committee on Public Undertakings, why
not the Industrial Development Bank of 1adia 1
But there is the attitude of tha bureaucraey of
objécting to  auything concerning Parliament
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functioning, but I am rry to say that that
attitude is also  supported by the
Minister, because without his support,
they could not get away with the ex-
clusion from the jurisdiction, from the scru-
tiny of Parliament.

Then there are contracts with the Govern-
ment, The jurisdiction of the Comptroller and
Auditor-General is excluded from the contracts,
I sce in the United States there is a provision
under which the Comptroller and Auditor-
General of that country is authorised to eva-
mine those contracts and to report to the
Congress. We claim to be more socialistic
and more representative of the people of India
and so no, Why is it that this provision has
not been included in the Bill 7 Why is it that
we are not considering this on the analogy of
the provision that exists, that is working in a
country which is known to be capitalistic and
which is known to be far less socialist-minded
than we are ? That is in rclation to the
accountability or the cxamination of accounts
of contractors.

Then there are one or two small points :
grants including subsidies. [ have given nolice
of amendments ; grants and subsidies are not
distinguishable and the Comptroller and
Auditor-General, 1 find, in the course of his
experience with the Ministries and the depart-
ments can lreat the grants as subject to scrit~
tiny and not subsidies, Subsidy is as much
an expenditure from the Consolidated Fund of
India : in fact, it is even more ; it is outright
grant, and there is no reason why the jurisdic»
tion of the Comptroller and Auditor-General
should not be extcnded to grants including
subsidies. In fact, I wrote a letter to the
Finance Minister, four or five days ago, bring-
ing these amendments to his notice, giving
detailed reasons for the amendment—which is
unusval for a Member of Parliament—and I
am hoping and expecling that when these
amendments find favour with him, he would
accept them as Government amendments 30 as
to facilitate the work of a private member,

SHRI SEZHIYAN : It is also unusual'
for the Minister to accept them.

SHRI C.C. DESAI: That is becsuse
while the Ministers or Members of Parliament
are men from public life, I find that the Minis-
ters Are very much subject fo pressure and
petsuasion of the bureaucracy.
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I hope the jurisdiction of the Comptroller
and Auditor-General will be extended not only
to these institutions like the Industrial Deve-
lopment Bank of India, but the Reserve Bank
of India and the State Bank of India. Some
of these arc purely commercial institutions
where it is generally appropriate that the
commercial audit and the statutory audit of
the Comptroller and Auditor-General should
be made applicable. The State Bank of India
is nothing but a banking institution. It has
not got a treasury function like the Reserve
Bank of India. Similarly, the major banks
have been nationalised, and these banks should
also be brought in, and 1 hope that the Finance
Minister while giving his concurrence, will tell
his Ministry that “'I am not prepared to accept
your advice that these institutions should not
be brought within the jurisdiction of the
Committee cn Public Undertakings.” They
should also be brought under the control and
jurisdiction of the Comptroller and Auditor
General so that they come either before the
Public Accounts Committee or before the
Committee on Public Undertakings.

PROF. S. L. SAKSENA (Maharajgang) :
Mr. Chairman, the Auditor General should be
the eyes and ears of the Finance Minister. The
Finance Minister is in charge of the accounts
of the country. He is the guardian of the
fimances. He should be zealous to s=e that
the expenditure made from the public funds is
proper. He should therefore be eager to accept
the amendments moved by this side of this
House, because they are all intended to  help
him discover the lapses on the part of the
officials and remove them,

o

The State Bank or the Industrial Bank or
the Reserve Bank or the Life Insurance Cor-
poration—all these are big undertakings which
spend crores of rupees. If their accounts are
properly audited by the Auditor General, surely
it could be of help to the Finance Minister,
for he is ultimately responsible to raise funds
through taxation and framec the country's
Budget.

If he accepts the suggestions that have been
made he couid be quite confident that all the
accounts which are submitted to him by the
various corporations arc correct.

I appreciate the point made by my hon.
friend about the appointment of the Anditor
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General, He said that he should be from a
panel and that panel should be chosen by this
House. That should be a real safeguard for
the independence of the Auditor Genera . Of
course the Cabinet is responsible flor his
appointment, but if the Cabinet appoints a
person out of a panel which this House appro-
ves [ think the independence of the Auditor
General will be guaranteed. 1t has been done
inthe case of Vice Chanceljors in many
places. I think the Finance Minister will
try 1o accept this amendment and incorporate
it is a Government amendment. At present
we have no provision as to who should be
appointed and how he should be appointed.

280

No Auditor General can work indepen-
dently unless his staff is under his control.
It is an anomaly that you expect the Auditor
General to be independent without having the
staff under his control. The plea of the Mem-
bers of this side of the Honse to put the staff
under his control is, I think, just and I hdpe
he will accept it. The audit staff should have
a status above the status of officials whose
accounts they audit. Their salary should be
higher. The salary of the Accountnt Gene-
ral should be equal to that of the High Court
Judges.

I have full faith in the Finance Minister
that he is determined to put our finances above
suspicion. The suggestions made from this
side of the House will be helpful to him in
that respect The opposition of the officials
whose accounts are to be checked should not
hinder him from accepting these suggestions.

SHRI SAMAR GUHA (Contai) : This
Bill provides for the powers and service condi-
tions of the Comptroller and Auditor General.
T want to draw attention to the fact that the
powers and the service conditions of about 50
thousand workers who are working under the
jurisdiction of the Auditor General have not
been given the same Constutional guarantee,
but arc left to the discretion of the Auditor
General in consultation with the President. 1
want particularly to draw the attemtion of
Government to the fate of these 50,000 em-
ployees in the Auditor General’s Offics for the
reason that guditing the accouats of different
companies is a very specialised kind of job
which requires the talents recruited from the
different parts of the country, It is also khown
that these cmployees working in  the Auditor
General's Office have to appear im .4 very
rigurous examination comparable to the IAS
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examination. They also ought to be assured
that their service condition has as much secu.
rity as this Bill provides for the Auditor-
General himself.

My second point has already been covered
by many friends, namely that the scope of
auditing should be extended to companies in
which Government money is invested by way
of loan or shares, so that public funds provi-
ded for the growth of any industrial company
is not misused and this Parliament has the
right to go through the accounts of those
companies.

Thirdly, the position of the Accountants
General in the States is similar to that of the
Auditor General, but unfortunately their status
and salary are much less than those of the
Chief Secretary. 1 think their status should
be raised and be comparable to that of a High
Court Judge, so that they may command
respect and the confidence of the States where
they are functioning.

THE MINISTER OF FINANCE (SHRI
YESHWANTRAO CHAVAN) : | have heard
with care the speeches of the hon. Members
who participated in the debate  Most of them
have made practically the same points.

First of all I would like to meet the point
made by Mr. Vijpayee whether 1 have an open
mind or not. 1 would like to tell him that any-
body who comes to this House comes with
an open mind, but this question was considered
in great detail in the Joint Committee where
we went into it for hours and days ogether,
listening to the expert witnesses, the represen-
tatives of the Government, the representatives
of the different financial institutions, legal
experts etc. Unfortunately for me, none of
the Members who participated in the debate

were Members of that Committee, That is my
handicap,

SHRI ATAL BIHARI YAJPAYEE : That
is our misfortune,

SHRI YESHWANTRAO CHAYAN : That
is my misfortune because 1 have to repeat
again ¢!l the things. Therefore, I would like to
tefl the hon. Member that on many points I
had kept my mind open, and the original Bill
has been considerably improved by the Joint
Cbimmittee. So, the only point that I am trying
to'make s that 1 Bave ag opett mind if there
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are good reasons to accept some correclions,

suggestions or amendments. But having gone

through this whole process, 1 must say that

unfortunately for Mr. Vajpayee today I have

come with a made-up mind.

SHRI P. VENKATASUBBAIAH :
closed mind.

Not a

SHRI YESHWANTRAO CHAVYAN : Not
a closed mind, but certainly I have made up
my mind and 1 will give reasons for it. Some-
times hon. Members try to give the feeling of
some sort of over-simplification to certain
matters. There can be a sort of rigidity in
logic also. There is a feeling that everything
that is referred to the CAG alone can be cor-
rectly audited. I think this is misjudging the
character and function of the officc of CAC
The Constitution has certainly given som
specific tasks to him. The Constitution alsc
authorises Parliament to make laws in certain
matters and it is our right to expand that
scope. But the administration is responding to
different types of economic activities, whose
nature and character are getting more and
more complex, Therefore, to say that every
aspect of accounts and expenditure should be
made subject to the scrutiny of the CAG is
really speaking running away from the prob-
lem and trying to find one simple solution ;
You send it to CAG and you are free ! That
is not the way to look at it. We have conside-
red carefully what could and what could not
be done.

The question about the independence of
the office of CAG was raised. His independence
is guaranteed by the Constitution itself, In
order to fortify it, wec have accepted that the
status of the CAG should be the same as
the status of a Supreme Court Judge. That
means, we are further specifically accepting
the independence of the CAG. Mr. Vajpayee
said, there is no mention about qualifications.
Unfortunately, the Constitution has not done
so. What the Constitution could not do, I
thought it was difficult for us to do. The
Constitution which went into the qualifications
of a Supreme Court Judge, who can be Presi-
dent, who can be a member of a legislature,
etc., has wisely not gone into the necessity of
mentioning the qualifications in the Constita-
tion, Therefore, we could not do it. Then,
independence is not decided merely by the
right to feame their own budget. Even the
budget of Lok Sabha, which is reaily the
supiéme body, is not framed by Lok Sabha
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itsell. Similarly, judiclaiy is independent, but
its budget is also part of the Consolidated
Fund of India. Therefore, giving the CAG the
authority to frame his own budget is trying to
put him above the Parliament and Supreme
Court. Ultimately, whoever frames the budget,
it comes to Parliament ultimately for approval.
Then, some of the expenditure is chaiged. The
independence of the budget of the CAG i3 to
that extent guarantecd.

Some members referred to the independence
of the staff of the CAG and said, we should
have come forward with separate legislation,
I know under article 148(5), there is a provi-
sion for such a law being made. But there is
also article 309, under which legislation can
be made for all sorts of people.

SHRI JYOTIRMOY BOSU:
bringiog a Bill or not ?

SHRI YESHWANTRAO CHAVAN :
At the present moment, we do
not propose to do it. Their indepen-
dence does not deperd on a  separate
legisiation alone, Their master is independent.
Unlike other Government servants, their
conditions of service are decided in consulta-
tion with the CAG. To that extent then are
iree. Thercfore, to say that an organisation, in
order to be independent, must be governed by
a scparate legislation, is not a very valid
argument,

SHRI P. VENKATASUBBAIAH :
aboul their status ?

Are you

What

SHRI YESHWANTRAO CHAVAN:
Ultimately their  status depends on
tbeir  functions, When an  auditor
goes to audit, even if he is not a Gazet-
ted Officer, he functions with that status. It is
not necessary that he should be a superior
authority in order to audit accounts. It is his
function that makes him independent. There-
fore, to speak in terms of grade in this con-
text is illogical. The independence of the
orgauisation does not depend upon the type of
legislation that the hon. Members are
mentioning.

v,
. 300 brs.

Shri Vekatasubbaiah referred to the assis-
tance to the Patliamentary Committees by the
C&AG, He himsel{ knows that the reports of
C.& AG can be brought before Parllameat
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into by the Public Accounts Committce andi
the Committec on Public Undertakings. Fur-y
ther, this Bill is not intended to regulate or>
deal with the functioning of Parliamentarv
Committees ; it is supposed to concern it
with the functioning of the C & AG. As
as Parliamentary Commillees are concerne.
they can regulato their work as they like.
Therefore, 1 do not know what exactly he had
in mind when he made that suggestion.

SHRI P VENKATASUBBAIAH : The
functions of the C & AG, so far as assisting
financial committees are concerned, are not
specifically stated here

SHRI YESHWANTRAO CHAVAN : He
is, in fact, doing that,

SHRI P. VENKATASUBBAIAH :
is by convention,

That

SHRI YESHWANTRAO CHAVAN :
Sometimes conventions have more power than
an Act.

SHRI P. VENKATASUBBAIAH : Here
you have codified his duties and functions and
yet this has been left out,

SHRI YESHWANTRAO CHAVAN
When it is accepted by Parliament as a con-
vention 1 do not see any nocessity to legislate
for it.

The only other question which some hon.
Members have raised is about his role so far
as public financial institutions are concerned.
We have discussed this question for hours
together in the Joint Committee and this
question has been gone into in greater detail.
At present the Reserve Bank of India, the
I.D.B.L and the State Bank of India in their
own legislation have provided that government
can ask the C & AG to look into the problems
of the workings of those institutions., If you
see clauses 19 and 20, we have made a general
provision on those lines that not only these
institutions but any authorigy either the Presi-
dent or the Governor, can ask the C & AG
or in the alternative the C & AG himself can
ask for authority, to look into the working of
some of the bodies. But to make them compul
sorily subject to audit by C & AG ia making
the working of the C & AG impossible,
fact, that will not belp the eficient iwﬂmd:
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!the organisation of the C & AG. Where
Iwo is some reason to believe that there is
Cnething fishy, certainly the President or the
vernor can ask the C & AG to look into
"Heoblem, But to make it statutprily obliga-
F¥dor every institution to bs subjcct to audit
uy © and AG is playing the game of obstacles,
At least that is how I look at it. The techni-
que of audit by the C and AG is of a different
type. For example, a suggestion was made
that all the nationalised banks should also be
subjected to tlis as if the accounts of nationa-
lised banks are at present not audited. Under
their own Acts there is a provision for audit.
There is internal audit. There is a special pro-
vision for audit. There is something like
commercial audit, The audit that is done by
the C and AG is a different type of audit. It
is not that when we are not making them
subject to the audit of the C and AG, they are
allowed to run free.

SHRI JYOTIRMOY BOSU (Diamond
Harbour) : I do not know how you say that
there are two different types of audit.

SHRI YESHWANTRAO CHAVAN :
Therg are.

SHRI JYOTIRMOY BOSU :
differ.

1 beg to

SHRI YESHWANTRAQO CHAVYAN : Un-
fortunately, you always differ with me. What
can I do ?

SHRI JYOTIRMOY BOSU : There is
only one type of audit unless you see through
a dark pair of glasses,

SHRI YESHWANTRAO CHAVAN : 1
can see that you believe in what you say. But
1 do not want to enter into a debate on it.

It ia rather eversimplification of the problem
if, merely because we have a Comptroller and
Auditor-Getieral, we make everything subject
to his audit. This is not logical. It may look
logical but it does mot fit into the working of
the administration and the complex functions
that we amy taking over, But we have made a
general provision that whengver Government
fools it Doocsenry that & cortain bedy should
be subject on certain occations fo the scrutiny
of the Comptrolter and Auditor-General, it
can always be done, That provision is there.
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PL-480 funds sould also be audited

SHRI YESHWANTRAO CHAVAN ; An-
other point that was made was about contracts,
Shri C. C. Desai made that point. The ques-
tion of negotiated contracts particularly was
raised. Some of the people who came to give
evidence before the Committee had also raised
this question. This was examined and the
Attorney-Genrral has given the opinion thal in
terms of article 149 Parliament will not be
campetent to provide for audit by the C&AG
in relation to the accounts of individual, This
is our legal advice, This is our legal and cons-
titutional point.

Sccondly, it is also not practicable. Once
this feeling is given that the C&AG is going to
look into the whole contract, possibly it will
be very difficult to get the contract. Somectimes,
it is possible that they may push up the prices
also. It may possibly work against efficient
functioning.

SHRI P. VENKATASUBBAIAH : Inclu-
ding the audit charges,

SHRI YESHWANTRAO CHAVAN ! In-
cluding the audit charges.

We went into all the aspects of the prob-
lem apart from the legal aspect and we
uitimately came to the conclusion that this
was neither a practical nor a legal proposition.

This provision was very thoroughly exami-
ned. Some of the Members of the Opposition,
who were on the Committes, also saw the
logic of it. Except one Member who had given
his minute of dissent, all others saw the point
that it was very difficult to make it workable
and practicable. Therefore, this was not inclu-
ded in the Bill.

I, therefore, do not see any reasom to
accept any of the suggestions made.

SHRI P. VENKATASUBBAIAH : We
made certain suggestions about the pay and all
that of Accountants-General.

SHRI SEZHIYAN : Equate them with
High Court Judges, Chi¢f Secretaries otc.
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SHRI YESHWANTRAO CHAVAN :
Shri Venkatasubbaiah himself gave the history
of the Constituent Assembly and said that the
idea was to make them independent. But now
they have been made agents of the C&AG.
He is independent. His agenis are responsible
to him. To that extent they are independent.
How can you make a provision for them in
this Act ?

SHRI P. VENKATASUBBAIAH : About
their emoluments.

SHRI YESHWANTRAO CHAYAN
These are matters which can be considered
These are administrative problems, For that I
do not sce any necessity of any legislation
now.

We are making the first atiempt to have
such a comprehensive legislation, Let us see
how it functions, After the expericnce of the
working of this Act, Parliament in its wisdom
may again feel it necessary and Government
may also feel it necessary to modify and make
comprehensive amepdments or to enlarge the
scope of its working or perhaps Parliament in
its wisdom might feel it necessary even to
curtail the functioning of the C&AG ; I do
not know what experience will lead to, But at
the present moment, I think, this legislation
is comprehensive enough It will give enough
independence and power to the C&AG to
work effectively and efficiently.

MR. CHAIRMAN : Now, I put the motion
to the vote of the Honse, The question is :

“That the Bill to determine the conditions
of service of the Comptroller and Auditor-
General of India and to prescribe his
duties and powers and for matters connec-
ted therewith or incidental thereto, be
taken into consideration,”

The motion was adopted

MR. CHAIRMAN : We shall now take
up clause-by-clause consideration of the Bill.

There is no amendment to clauses 2 to 5,
So, I will put clause 2 to 5 to vote,

The question is :

“Clauses 2 to § stand part of the Bill,”
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Th2 mntion was adopted
Clauses 2 to 5 were added to the Bill
Clause 6—(Pension)

SHRI SEZHIYAN : I beg to move.
Page 3, line 28,—

Jor “fifieen” substitute “fourteen’. (11)

Page 3, line 28,—
after *per annum” insert—

“‘with an additional pension of one
thousand rupees in respect of each
completed year of service as the
Comptroller and Auditor-General.”

(12)
M 31_
omit lines 33 to 36. (13)

Page 3, line 41,—~
Jor “Blieen" substitute “fourtcen (14)
Page 3, line 41,—

afier “per annum” inser¢—

“with an additional pension of one
thousand rupees in respect of each
completed year of services as the
Om:ptmls ler and Auditor-General”
(15)

Pages 3 and 4.—
Omit lines 47 and 48 and | and 2
respectively. (16)
Page 4, line 5,—
Jor “fifteen” substitute “fourteen™ (17)

Page 4, line 5,—

after “‘per anoum™ inseri— .

“with an additional pension of one
thousand rupces in respect of each
completed year of service as the
f:;uuﬂbrm “Auditor-General"
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Page 4, line 22,—
JSor “fifteen” substitue “twenty” (19)

Sir, the basic idea of my Amendment Nos.
11 to 19 is to put the pension of the Comp-
troller and Auditor General on par with that
of the Supreme Court Judge which goes upto
20,000. You have fixed it at Rs 15000, I
have put it on the basis of additional pension
of Rs. 1000 in respect of each completed year
of service as the Comptroller and Auditor-
General. It will come to Rs 20,000 if he
puts in six years, When you say that his
salary is equal to that of the Judge of the
Supreme Court, I want to put the pension
also on the same logic.

SIIRI YESHWANTRAO CHAVAN: I
may explain it bricfly, Really speaking, the
provision of pension was less than Rs. 15,000.
In terms of pounds, it comes to Rs. 13,000
vi 50 As a matter of fact, in the Joint
Committee, we thought that we should
enhance 1t Even this Rs. 20,000 or whatever
v the amount 15 the mawumum, So, 1t
depends upon the number of years of service
he puts in.  In the case of C. A. G, g person
who muy not be in any sctvice, who may not
be a high Court Judge, can only serve for six
yeats  IU s guite concetvable that a person
who has not served anywhere, can only serve
for six ycars and can get Rs. 15,000 as
pension,  Thercfore, it is the maximum thing
thal s provided here.

What the Joint Committee thought was
this. Suppose a person, though he hasa
tenure of six years of service, resigns hefore he
completes six years. He should not get the
maximum of Rs, 15,000, So, it is based on
the number of years of service he has put in,
I personally think that the provision for
pension is quite liberal than the existing
provision and no change is necessary.

MR. CHAIRMAWN : I first put Amend-
ment Nos, 11 to 19 to the vote of the House.

Amendments Nos. 11 to 19 were put
and negatived
MR. CHAIRMAN : The question is ;

“That clause 6 stands part of the Bill”

The motion was adopted

Auditor General’s etc.
etc. Bill

Clouse 6 was added to the Bill
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MR. CHAIRMAN : There is no amend-
ment to clauses 710 9. So, I put them to
vote of the House.

The question is :

“That clauses 7 to 9 stand part of the
B

The motion was adopted
Clauses 7 to 9 were added to the Bill
New Clause 9A

SHRI ATAL BIHARI VYAJPAYEE: 1
beg to move :

Page 5,—
after line 15, insert—

“9A, The siatus, salary and service
conditions of the officers and
the staff of the department of
the Comptroller and Auditor-
General shall be at par with
corresponding levels in the
Central Secretariat.

Explanaiion, 1f any
question arises as to what are
the coriesponding levels in
the Central Secretariat, the
decision of the Comptroller
and Auditor-General thercon
shall be final.” (6)

The status, salary and service conditions
of the officers and the staff of the department
of the Comptroller and Auditor-General shall
be at par with corresponding levels in the
Central Secretariat.

I am not demanding any higher status but
they should be at par and if any gquestion
arises as to what are the corresponding levels
in the Central Secretariat, the decision of the
Comptroller and Auditor-General! thereon shall
be final

SHRI YESHWANTRAO CHAVAN: 1
think in my geoeral reply 1 had mentioned
this question that really speaking st the
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present moment the rules and service condi-
tions are prescribed in consultation with the
Comptroller and Auditor-General and if there
are any other points which the Comptrolier
and Auditor-General may raise, certainly they
can be considered. I don’t think for that
matter any legislative provision is necessary.

Sir, T cannot accept the amendment.

SHRI ATAL BIHARI VAJPAYEE: Do
you at least accept the spirit of the amendment
that they should be on par, if not higher.

SHR] YESHWANTRAO CHAVAN: 1
think this is a question of details. I cannot
merely say which office is equivalent to which
office. Itis a matter of detailed discussion
with them. REither T cannot say that I accept
it in principle or I do not accept 1t.

MR. CHAIRMAN : Now, T will put the
amendnient of Mr. Vajpayee to the vote of
the House.

Amendment No. 6 was put and negatived.

MR. CHAIRMAN: There are no
amendments to Clauses 10 and 11. Now.
the question is :

“That Clauses 10 and 11 stand part of the
Bill."

The motion was adopted.

Clauses 10 and 11 were added to the Bill.

MR. CHAIRMAN : There iz one
amendment to clause 12 by Shri Mishra ; he is
not here | so, it is not moved.The question is :

“That Clause 12 stand part of the Bill."
The motion was adopted.
Clause 12 was added to the Bill.

Clause 13 was added 1o the Bill.
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Clause 14—(Audit of receipts and expen-
diture of bodies or authorities substan-
tially financed from Union or State
Revenues.)

m

MR, CHAIRMAN: Now we go to
Clause 14. Shri Vajpayee has got amend-
ments Nos. 7 and B. Are you moving ?

SHRI ATAL BIFHARI VAJPAYEE : Sir,
I beg to move :

Page 7, line §,—
after “authority" Insert—

‘“or is otherwise over rupees fifty
lakhs™ (7)

Page 7,

afler line 7, insert—

“Lxplanation 11,—Grant includes
assistance by way of subsidy and
loan includes any loan from any
service to which any guarantee has
been intended by or on behall of
Government.” (8)

I move these amendments Let the hon.
Minister accept them.

MR. CHAIRMAN : You don't want to
speak. He has also not to say anything.
Now I will put amendments Nos. 7 and B to
the vote of the House,

Amendments Nos. 7 and 8 were put
and negatived,

MR. CHAIRMAN : Now, the question
is:

“That Clause 14 stand part of the Bill,”
The motion was adopted.

Clause 14 was added to the Bill,

Clause 15—(Functions of roller and
Auditor General in the case of grants or
loans given to other authorities or

bodies.)

MR. CHAIRMAN : There are amend-
ments by Shri Desal and Shri Sezhiyan, Shri
Mishra is not here.



293 Compitroller and

SHRI C.C. DESAI : 1 beg to move :
MZ—

after line 22, insert—

““Note —Grants include
dies.” (1)

Subsi-

1 hope the Finance Minister will accept it,
This is only clarificatory in mnature and there
is no ptinciple involved in this. So, I trust he
will accept it.

SHRI YESHWANTRAO CHAVAN : He
has given a clarificatory principle which I
cannot accept. I am sorry I cannot accept
that,

SHRI SEZHIYAN - 1 beg to move :

Page 7, line B,—

after “grant™ insert “subsidy” (20)

After ‘grant” I put the word ‘subsidy’.
That you can accept

SHRI YESHWANTRAO CHAVAN: 1
am sorry ; 1t is not so simple as that.

SHRL SEZHIYAN : 1 beg to move :

Page 7, line 14,—

after “grants” insert, “subsidies” (21)

Page 7, line 21, ~

for *after consultation with him"

substitute “with his concurrence”  (22)
Page 7, line 22,—

after “gramt™ insert, “subsidy” (23)
Page 7, line 28,—

after “grant” insert, “subsidy”  (24)

MR. CHAIRMAN : So, now I will put

amendment No. 1 and Nos. 20 to 24 to the
vote of the House,

Amendments Nos 1, and 20 to 24 were
put and negatived.

MR. CHAIRMAN : Now the question

g
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“That Clause 15 stand part of the Bill."”

The motion was adopted.

Clause 15 was added to the Bill.
Clauses 16 to 18 were added to the Bill,

Clauses 19—(Audit of Government
companies and Corporations)

MR. CHAIRMAN : There are certain
amendments, Mr. Vajpayee's amendment is
No. 9. Are you moving ?

SHRI ATAL BIHARI VAJPAYEE : Yes,
1 am moving, I beg to move :

Page 8,—
Sor lines 20 to 24, substituie—

“(2) The duties and powers of the
Comptroller and  Auditor-
General in relation 1o the
audit of the accounts of banks,
financial institutions, insurance
companies and corporations
owned by the Central or
State Government shall be the
same as those in respect of a
Government company.' (9)

SHRI C. C, DESAIL : 1 beg to move :

Page 8,—

dfter line 19, insert,—

“(1A) Notwithstanding the provisions
in sub-section (1), the Comp-
troller and Auditor General
may, at his discretion, audit
the accounts of a Company
(not being a Government
company), in which not less
than Rupec one crore is
invested and not less than 2§
per cent of the paid-up share
capital is held by the Union
Government or by any State
Government or Governments,
or partly by the Union Govern-
ment and partly by one or
more State Governments and
report thereon, He may also
at his discretion audit the
acoounts of a Company (not
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being 2 Government Company)
in which sot less than Rupees
one crore is invested and not
less than 25 per cent. of the
paid-up share capital is held
by a statutory Corporation or
authority or body financed
entirely or substantially by the
Union or a State Government,
or by a Government company
or partly by such a statutory
Corporation or authority or
body and partly by onc or
more Goverament Companics.
and report thereon. For this
purpose, he shall have access
to and the right to cxaminc
the relevant books, documents,
papers and records of the
Company and to call for such
information as he may
require :

Provided that, where the
President or the Governor of
a State, as thc case may be,
determines in any case after
consultation with the Compt-
roller and Auditor General
that it will not be in the
public interest so to do, the
above provisions shall not
apply.” (2)

SHRI SEZHIYAN : I beg to move :

Page 8, lines 34 and 35,—
for “after  consultation  with”

substitute—
“with the concurrence of*’ (26)

Page 8, —
(i) for the marginal heading to Clause 19,
substitute

“Audit of Government compa-
nies, other Companies and
Corporations.”

(ii) after line 19, insert—
(1A) Notwithstanding the pro-
visions in sub-section (1), the
Comptroller and  Auditor
General may, at his discre-
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tion, audit the accounts of a
Company (not being a Govern-
ment Company), in which not
less than rupees one crore is
invested and not less than 25
per cent of the paid-up share
capital is hcld by the Union
Government or by any State
Government or Governments,
or partly by the Union Govern-
ment and partly by oneor
more Statc Governments, and
report theicon  He may also
at his discretion audit the
accounts of a Company (not
being 4 Government Company)
-in which mnot less than rupees
one crores is investcd and not
less than 25 per cent of the
paid-up share capital is held
by a statutory Corporation or
authority or body financed
entirely or substantially by the
Union or a State Government,
or by a Government Company
or partly by such a statutory
Corporation or authority or
body and partly by one or
more Qovernment Companies,
and report theicon.  For this
purpose, he shall have access
to and the night to examunc the
relevant  books, documents,
papers and records of the
Company and to call for such
information as hc may re-
quire :

Provided that, whire the
President or the Governor of a
State, as the case may be,
determines in any case, with
the concurrence of the Comp-
troller and Auditor-General,
it will not be in the public
interest so to do, the above
provisions will not apply.” (25)

SHRI C. C. DESAI: The point here is
that there may be companies where the
Government capital may by less than 50 per
cent, but the investment may be so high that
it is desirable to bring the accounts of those
companies under the scrutiny of the Comptroller
and Auditor-General. This principle of 51 per
cent cannot be sacrosanct, It will depend
upon the industry and the magnitude of the
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investment  If the investment is a crore of
rupees or two crores of rupees, even though
1n terms of percentage, 1t may be less than 51
pur cent, 1s there any reason why the Comp

troller and Auditor Generals  junisdiction
should be excludcd ? The Finance Minister in
his reply has said that scme of these
comparies might fecl some difficulties or there
may be some difhculties in regerd  to foreign
collaboration and so on 1 do not think so

1 have suflicient experience of foreign colla

boration and I can tell you that the foreign
collaborators get accustomed to Government
regulations and Government  requirements
sery well and if thue s a  provision that in
such companies and in such corporations
wheic the mvestinent 1s more than a croie of
wpees the juiisdiction of the Comptroller and
Auditor Guneral should be  extended  they
will accept 1t The difficulty 1s with the
I mance Ministry and the question 1s whether
the Finance Minstry will aceept 1t

SHRI YLSHWANTRAO CITAVAN |
d4im nol dccepting it

SHRI SEZHIYAN I would only quote
a few sentences from the Iifty First Report of
the Fstimates Committee of the Fourth Lok
Sabha  Ihey had made a unanimous recom-
mendation, which was accepted by the House,
and | feel that the hon  Minister may also
reconsider his made up mind and accept this
amendment of mine The Committee had
recommendcd

“The Committec note that under the
Companies Act, 1956, the Comptroller
and Auditor-General 1s not 1esponsible
for the audit of the accounts of the
companies which are not Government
companies Oil India Ltd 15 not a
Government company as defined 1
the Compames Act, 1956 and hence
its aocounts are not audited by the Comp-
troller and Auditor-General of India
The Commuttee feel that as Government
holds 50 per cent shares 1n Oil India Ltd
and has invested Rs 14 crores in the
share capital of this company and has paid
over Rs 18 crores as subsidy, it would
have been appropriate for Government
to have the accounts of the company
audited by the Comptroller and Auditor-
General before the payment of subsidy
The Committec have already recommene
ded that the accounts of the companies
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since 1962 may be examincd by the
Government auditors The Committee
further feel that Government should con-
sider the advisability of gutting the accou-
nts of companies where they hold 25 per
cent or more shares and where the invest
ment exceeds Rs | crore test-audited by
the Comptioller and Auditor-General

We only want test auditing or supplementary
auditing We do not want fo have a voucher
audit as 15 done by the internal auditors We
want test auditing only where the percentage
exceeds 25 per cent and the investment 1s
moie than Rs I crorr 1 do not want
smaller companies to be audited where the
contribution from Goivernment 1s less than
25 per cent and where the investment
is less than Rs 1 crore

SHRI YESHWANTRAQO CHAVAN As
I have said some of these things can be
considered at a later stage But at the present
moment, with the experience that I have got
of the working [ think that 1t will amount to
frnightcning away people If we have 51 per
cent shares, then 1t would be very legitimate
for us to refer the mater to the Comptroller
anJd Auditor General [because we aie ma
mdjority But when we arc ina mnority,
because we perhaps want them to be there,
1t would merely amount to frightening them
away To say that they get used to Govern-
ment policy 1s one thing, to say that they
get used to the methods of auditing by the
Comptroller and Auditor-General 1s qute
another Shri C C Desat 18 a practical
admimistrator, and I hope he would sce the
strength of my argument and perhaps agree
to withdraw his amendment

SHRI JYOTIRMOY BASU  The same
line of thinking as before

MR CHAIRMAN I shall now put

amendments Nos 2, 9, 25 and 26 to the vote
of the House

Amendments Nos. 2, 9, 25 and
26 were put and negatived

MR CHAIRMAN The question 1s .
*That clause 19 stand part of the Bull”
The motion was adopted
Clause 19 was added to the Bil.
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New clause 19 A

SHRI SEZHIYAN In view of the
assurance given by the Minister, I am not
moving my amendment relating to the
inclusion of the FCI. I reiterate that the
amendment to the FCI. Act should be brought
before this House in this session itself.

SHRI YESHWANTRAO CHAVYAN : We
will do that.

SHRI C. C. DESAI : I beg to move :

Page B,—
after line 37, insert—

“19A. The Comptroller and Audi-
tor-General shall, until the expiry
of three yea:s after final payment,
have access to and the right to
examine any directly pertinent books,
documents, papers and records of
contractors or any of the sub-con-
tractors engaged in the performance
of and involving transactions rclated
to contracts or sub-contracts, where
the value of a contract entered into
on behalf of the President or the
Governor of a State, as the casc may
be, is not less than rupees onc crore
and the contract has been entered
into on the basis of negotiation and
not as a result of open competitive
tenders. All such contracts shall
include a clause to the above
effect :

Provided that where the President
or the Governor of a State, as the
case may be, determines in any case
after consultation with the Comp-
troller and Auditor-General that it

Audit of Financial
and credit
Institutions,
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will not be in the public interest so
to do, the above provision shall mnot
apply.” (4)

The experience of the USA should be a
guide for us. There they have got this
legislation and no difficulty has been experi-
cnced. I see no reason why we should appre-
hend difficulties when in similar circums-
tances other countries have not,

SHRI YESHWANTRAO CHAVAN : 1
am not accepting it,

SHRISEZHIYAN : The Minister quoted
the opinion of the Law Ministry that the
Auditor General’'s going into individual
accounts is not permissible. The ARC in
its report on finance and accounts makes a
specific recommendation saying that the audit
in its discretion has the right to go into the
accounts of contractors with whom contracis
of the value of a crore of rupees are entered
into by Government through direct negotiation
as against open competitive tender. Was this
recommendation taken into account when the
opinion was given 7

SHRI YESHWANTRAO CHAYAN : Yes,
1t was because this question was raised in the
Joint Committee and there was a recommen-
dation by the ARC that this question was
legally examined and this provision was put
in.

MR, CHAIRMAN :I shall now put
amendment No. 4 to vote,

Amendment No, 4 was put and
negatived.

SHRI C, C. DESALI : I beg to move :

Page 8,—
after line 31, insert—

*“I19A. Notwithstanding the provisions contained in section 19, the
Comptroller and Auditor-General shall have powers to conduct a
supplementary or test audit of the accounts of the following and

other similar financial institutions in which Government or Reserve
Bank or State Bank or Banking Companies (Acquisition and
Transfer of Undertakings) Act, 1970 have substantial financial
interests, and report thereon : —

(a) Life Insurance Corporation of India,
(b) Reserve Bank,

(c) State Bank.

@

Banking Companies acquired under the Banking Come

panies (Acquisition and Transfer of Undertakings) Act,

v,
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() Unit Trust of India,
(f) Industrial Finance Corporation,
(8) Industrial Development Bank,

When he exercises such power, the provi-
sions of section 619 of the Companics Act,
1956 shall, as far as may be, be applied
to such supplementary or test audit as if
the sad Financial Institution were a
Government Company within the meaning
of Section 617 of the Companiss Act,
1956 :

Provided that the President shall, after con-
sultauon with the Comptroller and}Auditor-
General, determine and specify by order,
specific areas in relation to the activities
of these Institutions to which supplemen-
tary or test audit by the Comptroller and
Audttor-General shall not extend :

Provided further that the President shall
cause to be laid before each House of Parlla-
ment cvery order 1ssued 1n this  behalf as
soon as may be, after it 1s issued, while the
Parhament is in session for a total
period of thirty days which may be
comprised in one session or any two
successive sessions and if before the
expiry of session in which it is so laid
or the session immediately following, both
Houses agree in making any modification
in the order or both Houses agree that
order should not be issued, the order
shall there upon have effect only in such
modified form or be of no effect as the
case may be ; so, however, that any such
modification or amendment shall be
without prejudice to the validity of any
thing previously done under that
order."” (5)

This amendment deals with financial and
credit institutions about which there has been
considerable discussion in the House.

There was & consensus in both sides
of the House that this institution should
be brought within the scope of the Comptrolier

“20A.. Notwithstanding the provision contained in
section 19, the Comptroller and Auditor-General shall
have powers to conduct a supplementary or test audit of

and Auditor-General, Not only that, I hope
that the Finance Minister will at Jeast see that
these institutions are brought within the scope
of the Committee on Public Undertakings.
The matter 1s pending in the Finance Ministry
and is meeting with & certain amount of resis-
tance on the part of the officers. So, at least
1 hope that he will see that they go before the
Committee on Public Undertakings even if
they do not go before the Public Accounts
Committee,

SHRI YESHWANTRAO CHAVAN:@ As
far as the amendment is concerned, certainly
1 cannot accept it. As far as the other sugges-
tion 1s concerned, it can always be considered.

MR. CHAIRMAN : I shall now put the
amendment to the vote,

The Amendment No.5 was put
and negatived

MR. CHAIRMAN : There is an amend-
ment in the name of Shri S N. Mishra. He is
not here. That is not moved, So, 1 put the
question. The question 1s :

“That clause 20 stand part of the Bill."

The motion was adopted.

Clause 20 was added ro the Bill.

New Clause 20 A

MR. CHAIRMAN : There are amendment
Nos. 10, 28 and 2 to new clause 20A.

SHRI SEZHIYAN : I move:

Page 9, —
after line 19, insert —
Audit of Financial

and Credit Insti-
tutions.

the accounts of the following and other similar Bnancial
institutions in which Government or Reserve Bank or

State Bank or Banking Companies acquired under the
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Banking Companies (Acquisition and Transfer of Under-
takings) Act, 1970 have substantial financial interests,

and report thereon :

(a) Life Insurance Corporation of India.

(b) Reserve Bank.

(c) State Bank.

(d) Banking Companies acquired under the Bank-
ing Companies (Acquisition and Transfer of
Undertakings) Act, 1970,

(¢) Unit Trust of India,

(f) Industrial Finance Corporation.

(g) Industrial Development Bank.

When he exercises such power, the provisions
of section 619 of the Companies Act, 1956
shall, as far as may be, be applied to such
supplementary o1 test audit as if the said
Financial Institutions were a Government
Company within the meaning of section 617
of the Companies Act, 1956 :

Provided that the President shall, after
consultation with the Comptroller and Auditor
General, determine and specifly by order, speci-
fic areas in relation to the activities of these
Institutions to which supplementary or test
audit by the Comptroller and Auditor-General

c1tie t3 b 1aid bafore each House of Parlimznt
every order issued in this behalf as soon as
may be, after it is issued, while the Parliament
is in session for a total period of 30 days
which may be comprised in one session or any
two successive sessions and if before the expiry
of session in which it is so laid or the session
immediately following, both Houses agree in
making any modification in the order or both
Houses agree that the order should not be issued,
the order sha.l thereupon have effect only in
such modified form or be of no efect as the
case may be ; so, however, that any such modi-
fication or ame¢ndment shall be without preju-

shall not exiend :

Provide1 further that thz

Page 9, —~
afier line 19, insert

Audit of the
accounts of
contratctors or
sub-contraclors
of Governm:nt.

dice to the validity of anything previously done
under that order.” (28)

President  shall

“20A. The Comptroller and Aulitor-General shall, until the
expiry of three years after final payment, have access to and the
right to examin: any directly pertinent books, documents, papers
and records of contractors or any of the sub-contractors engaged in
the petformance of and involving transactions related to contracts
or sub-contracts, where the value of a contract entered into on
behalf of the President or the Goverdor of a State, as the case
may be, is not less than rupees one crore and the contract has
been entered into on the basis of negotiation and not as a result
of open competitive tenders. All such contracts shall include a
clause to the above effect :

Provided that where the President or the Governor of a
State, as the case may be, determines in any case after consulta-
tion with the Comptroller and Auditor-General that it will not be
in the public interest so to do, the above provision will not apply,”

29
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SHRI ATAL BIHARI VAJPAYEL : |
move.

Page 9,

after line 21, insert—

*20A. (1) The Comptroller and Aud:-
tor-General of India shall frame the
estimates for the administrative cx-
pens's of the Indian Audit and
Accounts Department and the esti-
mates so framed shall be included in
the annual financial statement of the
Government of India to be laid before
both the Houses ol Parliament.

(2) The Comptroller and Audi-
tor-General of India shall have full
poweis to incur expenditure out of
the grant made by Parliament towards
the administrative expenses of the
Indian Audit and Accounts Depart-
ment,” (10)

SHR1 SEZHIYAN: 1 do not know
whether the Finance Minister is moved by our
moving them.

MR. CHAIRMAN : The Finance Minis-
ter —well, he is not accepting them. I shall
put the amendments to the vote.

Amendments Nos. 10, 28 and 29 were
put and negatived,

MR. CHAIRMAN : I then take clauses
2] to 26. There are no amendments, I put
the guestion :

“The question is that clause 21 to 26 stand
part of the Bifl,"”

The motion was adopred.

Clauses 21 to 26 were added to the Bill.

Formula and

Clauses 1, the Enacti
g’w the Biil.

the Title were addc

SHRI YESHWANTRAO CHAVAN ; Sir,
I move :

‘"That the Bill bo passed.”

KARTIKA 24,
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““That the Bill be passed.”

SHRI JYOTIRMOY BOSU (Diamond
Tlaboury : Sir, I want tosay a few things.
They have been talking about Supreme Court
Judge, and the Comptroller and Auditor-Gene-
ral, Now, one ha to realise that the two job
expectations are quite diffeient A Supreme
Court judge would cawly g» on with the job
quite efficiently with a couple of stenographers’
assistance, but in a developing country such as
ours, public investment 15 every div increasing
and the sphere where the Audi'o.-General is
required to function and to devote niore atten-
tion and energy is far more wider than what a
Supreme Court judge is expected to perform.
Theiefore, while making a provision for such
a machincry which would be functioning with
the Auditor-General, that has got to be borne
in mind.

Now, it 1s a fact and none can dispute it,
that ths standard and quality of auditing is
going down every day. What it had been when
the country was being ruled by foreigners and
the standard of audiing today, is like chalk
and cheese. There is no comparison  between
the two. You have to arrcst the deterioration.
1 do not really know whether you will be able
to doit; 1do not think that you will do it,
But it is a matter which everybody has to take
note of.

We cannot lose the sight of another factor
that auditing is a very unpleasant task. Unless
you properly equip that man whom you depute
to do an unpleasant task, how do you expect
him to do the job or deliver the goods 7 So it
will be very unfair and improper for us to
accept position, that the man in the audit
department docs not enjoy sufficient power and
status. That is the thing which this Goverp-
meat had failed to recognise.

To my utter swiprise he mentioned that he
had different standards of auditing in mind.

SHRI YESHWANTRAO CHAVAN :1
did not say different standards. 1 said different
types of audit.

SHRI JYOTIRMOY BOSU : I have been
searching my mind  With whatever little ex-
perience and knowledge that [ have in that
directi~n, 1 cannot find any reason behind thas,
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There cannot be two types of auditing  There
is only one type of auditing You audit the
books of accounts theorctically and you go in
for physical check and venfication. You have
not said that

Now the time has come when you must go
for cost account auditing. That is the subject
you have not dared to touch because then the
whole structure will tumble down immedia-
tely, because you will be putting your hands in
a bee-hive. As for as the superficial audit is
concerned, the audit to which you have been
accustomed, even in regard to that the structure
is not sufficient.

I ask you a straight question What about
legislation T You have said quite frankly that
you have no intention of bringing that Bill,
I do really hope that in your reply to what has
been said in this House you will support your
attitude by reasons,

SHRI YESHWANTRAO CHAVAN : The
hon. Member has madc a speech which he
could possibly have made even to the first
reading stage. 1 had anticipated these argu-
ments. Some other Members have advanced
these arguments and I have replied to them.

As far as legislation is concerned I said
that at the prescnt moment theie is no proposal
before the Government to bring forward such
a legislation. It does not mean, however, that
Government would not change its mind or
would not bring in legislation.

SHRI JYOTIRMOY BOSU : What is the
reason 7

SHRI YESHWANTRAO CHAVAN :
We do not think it necessary at the moment
We do not legislate for the sake of legislation.
We do so when it is likely to be of use. Other-
wise there is no use of burdening the statute
book with all types of legislation.

MR. CHAIRMAN : The question is
“That the Bill be passed.”
The motion was adopted.
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17-44 hrs.
TAXATION LAWS (AMENDMENT) BILL

THE MINISTER OF FINANCE (SHRI
YESHWANTRAO CHAVAN) : 1 move®*:

“That the Bill further to amend the
Income-tax Act, 1961, the Wealth-tax Act,
1957 and the Gift-tax Act, 1958, b: taken
into consideration "

The Taxation Laws (Amendment) Bill,
1971 was introduced in this House on I2th
August, 1971 and has thus been before the
country for over 13 weeks. Hon. Members
would no doubt have examined this Bill in
detail and I, therefore, consider my 1ask as
fairly simple. Wuth the mdulgence of the
House, I will avail of this opportunity to
explain the rationale behind the proposals n
the Bill and to touch upon some of its
important features. Later, at the time of
clause-by-clause consideration of the Bill I
propose to move certain  amendments in order
1o bring out the intention underlying some of
the provisions more clearly and to remove
certamn  deficiencies that have since come to
my notice.

The practice of under-stating wvalues of
immovable properties in sale deeds has
assumed alarming proportions in recent years,
This enables the vender of the property to
avoid his tax liability in respect of capital
gains arising on sale and also to create a
heard of secret wealth for avoiding income-
tax, wealth-tax, gift-tax and ultimately the
estate duty liability as well. The unrecorded
part of the price can be utilised for financing
business or investments outside the books of
account or for incurring lavish personal
expenditure. The vendee, apart from avoiding
stamp duty and municipal taxes, is able to
utilise his money on which taxes have been
evaded. The understatement of values of
immovable properties in sale deeds thus
operates as a powerful device for tax evasion
with all its attendant evils. One of the main
objects of the present. Bill is to counter-act
tax evasion through this device,

The Bill seeks to insert a pew Chapter
XXA in the Income tax Act with a view to
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*Moved with the recommendations of the President,



