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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised 
+by the Commit.tee, do  present on their behalf this Twenty-fifth 
Report on the Appropriation Accounts (Civil), 1961-62 and Audit 
Report (Civil), 1963 in so far as they relate to the Ministries of 
Fiinance and Steel, Mines and Heavy Engineering, and the Financial 
Results of Government of India (Civil Grants), and Grant-in-aid etc. 

2. The Appropriation Accounts (Civil). 1961-62 and Audit Report 
(Civil), 1963 were laid on the  Table of the House on the 18th April, 
1963. The Committee examined these in so far as they relate to the 
Ministries etc. mentioned above at their sittings held on 21st, 23rd 
and 30th January, 1964 and at the sittings held during September- 
November, 1963 and January, 1964. A brief record of the proceed- 
ings of each sltting of the Committee has been maintained and forms 
part of the Report (Part 11) *. 

3. The Committee have already presented separate Reports reht- 
ing to  other Ministries dealt with in these Appropriation Accounts 
and Audit Report [18th. l%h. 30th and 24th Reports (Third Lok 
Sabha) 1. 

4. The Committee considered and finalised the Report at  their 
sitting held on the 28th March, 1964. 

5. A statement showing the summan. of the main conclusions/ 
rtmmmenclat~ons of the Committee is appended to the Report (Appea- 
&x I ) .  For facility of reference, these have been printed in thick 
type in the t d y  of the Report. 

6. The Committee place on record their appreciation of the assist- 
ance rendered to them in the esarninatim of these Accounts by the 
Comptroller and Auditor Gmeral of India. 

They would also hke to cxprcss their thanks to the officers of the 
Ministries concerned for the co-operation in ghTing detailed informa- 
tion asked for by the Committee during the course of their evidence. 

NEW DELHI; MAHAVIR TYAGI, 
March 30, 1964. Chaiman, 
Chaitra 10, 1886 ( ~ a k a ) -  Public Accozints Committee. 



FINANCIAL ILESU1,TS OF THE GOVERNMENT OF INDIA 
(CIVIL GRANTS), 1961-62 

Total  of Voted Grants and Charged Appropriations and Expenditure 
-para 24, page 21 of Audit Report 

The table given [below shows the amount of original and supple- 
mentary grants and appropriations, the actual expenditure during 
the year 1961-62 and the savings:- 

(In crores of rupees) 

Total Actual Savings Percen- 
 grant^/ Expendi- tage 
Apprc- ture (3) to (1) 
priations 

V o ~ e d  Grant$- 

Original . 1 , 4 c 5 - 8 1  
Supplementary. 4-49.48 

Original . 5:976' 35 

Supplementary. + 64.64 
'TOTAL . 6,c4c,99 :5.336 76 704.23 11.6 

G. TOTAL . 7,496.28 :6,6c7.92 888.36 11.9 

Excesses o v m  Grants-para 26 (a),  pages 22-25 

2. There were excesses under 11 grants aggregating Rs. 1,35,50,927 
and in one Appropriation aggregating Rs. 58,897 for which no pro- 
vision was made. The Committee have examined these excess in 
their 16th Report (Third Lok Sabha) and recommended their regula- 
risation in the manner prescribed in Article 115 of the Constitution, 



Supplementary Gra?~ts/Appropriatio~~s-para 25, pages 21-22 

3. During the y r x ,  5C Sup$mnentarv Voted Grants totalling 
Rs. 49.48 crorcs and 14 Supplementary appropriations for charged ex- 
penditure aggregating Rs. 64.64 crores were also obtained. 

In 4 cases the supplementaq provision to totalling Rs. 0 . 0 3  crores 
proved entirely unnecessary as the expendi:ure did not even c m e  
up to the original grant or appropriaticiin. In all these cases, the 
supplementary provision was obtained at the end of the year in 
March, 1962. In 22 grants or appropriations. the supplementary pro- 
vision proved excessive; while the additional funds providrd in these 
cases totalled Rs. 109.24 crores (of which Rs. 84.61 crores wer3 pro- 
vided in the last month of the year), the amount utilised was only 
Rs. $3 76 crores. 

4. The percentage of savings ln total grants and appropriations for 
the 5 years ending 1961-62 is given below:- 

Year 



The overall savlng of R,. 888.36 crores in 1961-62 was the net re- 
sult of e x c e w s  a11d savings as shown below: 

( i n  crclres of rurees j  

----- --- 
In 56 grants the savings exceeded 10 per cent of the funds 

provlded and in  32 of these cases, the savmgs exceeded 20 per cent. 

Out of the total saving of Rs. 184.13 crores under voted grants, 
the savings in Grant No 122-Purchase of Food Grains (Rs. 48-04 
crores) and in Grant No. 120 relating to Loan, and Advances 
by the Central Govcrnnwnt (PIS 20.76 crores) alone amounted to 
Rs. 69.60 crures 

In extenuation of the sa\mgs,  the Secretam, Mlnistry of Fmance 
(Department of Econom~c Affairs) stated during endence that the 
problem Lvas of a recumng nature and should be looked a t  from a 
somewhat wider perspcc!ive Government were functioning within 
the a m b ~ t  of F.vc Year Plans and budget provlslons were made keep- 
lng In view the long term object i~es .  For sloiv progress of works, 
desp~te  funds being avn~lablc.  the w1:ntss urged that ava~lability of 
foreign exchmqc was a major factor. Another variable factor was 
the crop position which could not be forecast correctly 

Wlrilc 1 1 i t .  Coiiriiiitteu appr t4ate  that the annual estimates have 
to hr framed kecpln;: i t 1  ciew the Plan targets they feel that there is 
all the more reason. to see that the estimates include provision for 
such schenics 01rl.v as arc* innturr enough to be taken up  for execu- 
ti011 and thnt the adniinistrative machinery is fully geared up  to 
uchievc. the l.rrgi+, The estiniates must nlso take into consideration 
the difficulties that are likely to be encountered in execution. Large 
savings, clearly show thnt there is failure to spend usefully the funds 
to the cxtcnt nntic.ipntpd. The Cammittec especially feel roncerned 
to note thc increase in the percentage of savings from 6.7 pet cent 



(Rs. 500 mres) in 1960-61 to 11-9 per cent (Rs. 888 crores) in 1961-62. 
Such a situation calls for the need for better budgeting particularly 
in the matter of avoiding provision for immature schemes and for 
greater drive to achieve the Plan targets without over-looking the 
need for economy and financial regularity. 

5. The Committee will now deal with a few selected cases of 
savings under the individual Ministries. 

APPROPRLATION ACCOUNTS (CIVIL), 1961-62 

Ministry of Finance 

Grants-in-aid to States-Grant No. 34 and Grun t  h'o. 119--pages 
20 and 25. 

6. Under Grant No. 34 out of the budget provision of Rs. 220.64 
crores, there was a saving of Rs. 16.81 crores. Large savings occur- 
red under Group heads B.1-Forest (53.68 lakhs), B. &Agriculture 
(Rs. 94.09 lakhs) and B. m i m a 1  Husbandry (Rs. 47.28 lams) .  The 
saving was a attributable mainly to less demands from States in 
respect of the Centrally sponsored schemes. In the case of Grant 
No. 119J2apital Outlay on Grants to States for Development, 
Rs. 80.83 lakhs remained unutilised out of the original provision of 
Rs. 17.16 crores. The bulk of the saving was under the group head 
A 5-Housing Schemes under "Grants to States for Development" 
where Rs. 53.23 lakhs, out of the original provision of Rs. 378.23 
lakhs, remained unutilised. 

In the evidence, the representative of the Ministry of Finance 
(Department of Economic Affairs) stated that the major portion of 
the expenditure depended upon the progress of expenditure of the 
State Governments themselves. If they were unable to spend the 
money, they got less than what was initially voted by Parliament. 
The States had their own difficulties which were constantly being 
looked into. 

In para 6 of their 8th Report (Third Lok Sabha), the Committee 
had expressed concern over the continuance of savings in the schemes 
executed by the State Governments and had desired that the system 
should be reviewed with a vieuy to providing for realistic estimates 
in this behalf in the budget placed before the Parliament. The Com- 
mittee desire that this matter should be examined in consultation 
with the Planning Commission and the States and steps taken to 
remedy the present position under which the States fail to utilise 
the provision made for development schemes in the Central budget. 



Ministry of Information & Broadcasting 

Capital Outlay of the Ministry of information and Broadcasti- 
Grant No. 126, pages 88-89. 

7. Out of the final grant of Rs. 4.94 crores there was a saving of 
Rs. 3.03 crores which came to 61.2 per cent. During evidence, the 
representative of the Ministry stated that 57 transmitters were to 
be installed, but this work could not be done as there were many 
a&fBculties relating to acquisition of land through State Govern- 
ments, construction of buildings and procurement of stores. 

The Committee feel concerned at the shortfall of expeilditure to 
the tune of Rs. 3.03 crores (61.2 per cent) in regard to instatlation 
of transmitters. While they note the difficulties in acquisition of 
lands through the State Governments, they suggest that in such cases 
.only a token provision should be included in the original budget 
estimates to cover the preliminary expenses and for other initial out- 
lay which could be definitely foreseen and a supplementary grant 
should be obtained later, if necessary. 

Ministry of Food and Agriculture 

Purchase of food-grains-Grant No. 122, page 69 

8. Under this Grant, there was a saving of Rs. 48.84 crores ( 2 . 7  
per cent) out of the total provision of Rs. 215.32 crores. The Secre- 
t a ~ y  of the Ministry explained that the saving was due to curtail- 
ment of the programme of purchases and imports of food-grains. 
Savings in the originally sanctioned budget grant were fore-seen but 
the provision was allowed to stand undsturbed during the earlier 
months of the financial year as the likely production of wheat 
could not be forecast with any precision. Because of the shortage 
of storage accommodation and better crop it was decided in October, 
1961 to reduce the imports. An amount of Rs 48.72 crores was 
surrendered in March, 1962. 

The Committee regret to note that although the Department -2 
Food decided to curtail import in October, 1961 and informed the 
'Finance Ministry about the saving in November, 1961, the amount 
was not surrendered till March, 1962. 

(DEPARTMENT OF AGRICULTURE) 
Grant No. 39-Agricx!!ure (Saving Rs. 0.99 cp9rcs) 

Grant No. 40-Agricukural Research (Saving Rs. 1.91 crores) 
Grant No. 41-Animal Htisbandrz~ (Saving Rs. 0.30 motes) 



9. The savings under these grants worked out to 22.90j',, 300/, 
and 27.91;; of the total provisions respectively. Explaining t h e  
reasons for  the savings, the Secretary, Department of Agriculture 
stated that in the budget for 1961-62 which was the first year of the 
Third Five Year Plan, a number of schemes were included for which 
details had not been fiiily worked out before-hand, and many of these 
schemes started late. There were various other difficulties e.g. delay 
in acquisition of land, tight foreign exchange position, etc. 

It was pointed out by the Comptroller & Auditor General that ac- 
cording to the orders of the Ministry of Finance issued in August. 1958 
where a new scheme was planned to be taken up in the budget vear, 
which had been accepted in principle and for which the details neces- 
sary for budge! provision were not available, budget provision would 
be limited to the  requirements for priliminary expenses and fo r  initial 
outlay on collection of materials, recruitment of skeleton staff. etc. 
The Financial Adviser stated that it was the general prin- 
ciple laid dou-n by the Ministry of Finance and was generally 
observed by the Ministry. But where a scheme was such 
as was likely to mature in a short period of time this principle was 
sometimes departed from. 

The Committee are not satisfied with this explanation. The ins- 
tructions issued by the Ministry of Finance in 1958 pursuant to the 
recommendation contained in the 8th Report of the Committee 
(Second Lok Sabha) should have been followed in the present cases. 
The Committee hope that such ca.ses will be avoided in future. 

Another point ta which the Committee wish to draw attention 
is that a t  present there are a number of Research Institutes for 
various commodities under the Department of Agriculture, vzz.. 
Indian Agricultural Research Institute, Central Rice Research 
Institute, Central Potato Research Institute, Central Arid Zone 
Research Institute. Soil Conservation Research and Demonstration 
Centres, Institute of Agricultural Research Statistics and Indian 
Grassland and Fodder Research Institute. At the instance of the 
Committee, the Department of Agriculture have furnished a note to 
the Committee stating the various researches carried out by these 
Institutes and how far these researches have helped in the develop- 
ment of agriculture. The Committee feel that instead of having a 
multiplicity of Research Institutes, the Ministry should examine the 
feasibility of merging some of them in a single Institute with research 
stations spread o w r  the various parts of the country, with a d e w  to 
effecting economy in expenditure on establishment and securing bet- 
ter planning and co-ordination of research programmes 



Ministry of Edwstion 

Survey of India-Grant No. 78, page 105 

10. Under this grant there was a saving of Rs. 9.55 lakhs (about 
95%,) out of a total provision of Rs. 10.02 lakhs under sub-head 'E- 
Charges in England'. The Committee were informed that the saving 
was due to the non-procurment of stores from abroad on account of 
foreign exchange restrictions. Although, at the time of making budget 
provision, the Ministry of Finance were consulted about the avail- 
ability of foreign exchange, they (Ministry of Finance) were not 
in a position to say as to what extent the foreign exchange would 
'be available. 

The Committee suggest that before including various schemes in 
the budget, the availability of foreign exchange for the purpose should 
be ascertained in consultation with the Ministry of Finance well in 
advance. Where the availability of foreign exchange for schemes 
was doubtful, only a small provision should be included in the ori- 
ginal budget and suppleme~~tary grant obtained as and wben the 
foreign exchange becomes available. 

M i n i  try of Health 

Medical a i d  Public Health--Grant No. 44, pages 74-75 

11. ( i )  Out of the total grant of Rs. 10.80 crores, there was a sab- 
iag of Rs. 2.76 crores. Under Group head A. 3(2)--Grants to Others, 
about 27 per cent (Rs. 94.41 lakhs) of the original provision 
(Rs. 340% lakhs) was not utilised mainly due to slow progress of 
the construction of the buildmg of All India Institute of Medical 
Sciences. 

During evidence, the D~rector of the All India Institute of Medi- 
cal Sciences informed the Committee that the saving was not due 
to  negligence or laxity on the part of the engineering department 
of the All India Institute of Medical Sciences, but due to other 
reasons relating to three works v i z . ,  construction of OPD block, 
Teaching block and Ward block. In regard to the construction of 
the Ward block, i t  was stated that the water-table at Delhi was ris- 
ing necessitating change in the design of that building. The archi- 
tects took a long time in deciding about the changes and, therefore, 
the construction of the building could not be taken in hand during 
that year. The Conimittee expected greater expedition on the part 
of the Institute in securing a change in design when they had their 
6Wn Building Committee and an engineering unit to deal with tbe 



architects. They are surprises to note that construction of Wad 
block could net commence at all during the year. 

(ii) Under Grouphead B. 2(2)-Other G m t s  about 26 per cent 
(Rs. 67.10 lakhs) of the original provision (Rs. 258.87 lakhs) was not 
utilised mainly due to non-receipt of proposals f o r  opening of new 
clinics for family planning from voluntary organisations/Local Bodies 
to the extent anticipated, owing to their inability to find funds for 
meeting the matching contribution of 20 per cent on urban clinics. 
It was admitted during evidence that the utilising capacity of these 
organisations was initially over-estimated. The urban clinics could 
not raise their own resources and only a very few of them came 
forward for assistance. This came to light in the following year 
when it was decided to give them cent per cent assistance to enable 
them to render free senice through their voluntary workers. When 
the assistance was 80 per cent, 21 urban clinics were granted assis- 
tance; but when the assistance was raised to 100 per cent, 109 urban 
centres were granted assistance. The Committee were informed that 
steps had been taken for the expansion of clinics, establishment of 
voluntary organisations as well as increased ramification of the 
Government organisation itself through primary health centres and 
extending them to the uillages. 

The Committee hope that in the background of the experience 
gained in 1961-62, there would be closer budgeting during the suh- 
sequent years. They also desire to emphasize the necessity of m~s- 
tant review to watch whether results achieved are con~measurate 
with the expenditure incurred on Family Planning. 

Ministry of Steel, Mines and Heavy Engineering 

Miscellaneous D g a r t m e i ~ l s  and other Expendi ture  ~ i n d e r  the Minis-  
try of Steel,  Mines and F u e L G r a n t  No. 85, puges 113-114. 

12. Under this grant there was a saving of Rs. 4.43 lakhs out of the. 
total grant of Rs. 45.48 crores. A sum of Rs. 52.52 lakhs was surren- 
dered which indicates defective control over expenditure. 

Under group head A.5-Exploration of Coal, Petroleum and 
Mineral, a provision of Rs. 3 lakhs was made in June, 1961 by re- 
appropriation to meet an expeded payment to be made to Jaipur 
Mining Corporation for acquiring its assets and property in Khetri 
Mines. The payment. however, could not materialisc duc to delay 
in completion of legal formalities in the signing of agreement with 
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the Corporation. The payment was actually made during 1962-63 
and even in that year, funds were provided only by re-appropriation. 
During evidence, the Committee enquired whether the acquiring of 
assets and property in Khetri Mines and the payments to the Jaipur 
Mining Corporation was not a "new service", and if so, why the  
specific approval of Parliament was not obtained for the expenditure. 
The representative of the Ministry of Steel, Mines and Heavy Engi- 
neering (Department of Mines & Metals) stated that the payment 
related to the acquisition of the rights, interests and technical data 
from the Jaipur Mining Corporation, who were a lease-holder of the 
Khetri Mines. The witness added that in essential details, the pay- 
ment was made for acquiring the technical data collected by the  
Corporation; for, apart from that, the assets of the Corporation were 
only af few huts etc. Since there was alreadv a major head for 
explorations under the Indian Bureau of Mines, it was considered 
that if a minor head under that broad major head was opened, the 
funds could be provided by re-appropriation. The Ministry of 
Finance had also concurred in that view. The witness, however, 
agreed that Parliament's approval should have been taken for this 
expenditure. 

The Committee are surprised how the Finance Ministry agreed' 
with the view that funds could be provided for the purchase of assets 
of the Jaipur Mining Corporation by re-appropriation without obtain- 
ing the specific approval of Parliament for the expenditure. The 
Committee note that the funds provided by re-appropriation in 1961- 
62 had rmaineil  mutilised. Also, no specific provision for the ex- 
penditure was made in the budget for 196243 and thus the opportu- 
nity for obtaining the specific approval of Parliament was not availed 
of. Since the purchase of the assets of the Corporation involved 
expenditure on a 'new service' in 1962-63, the Committee feel that 
this requires regularisation by Parliament. 1.s posr facto. 
Ln para 8 2 '  of their 42nd Report (Second Lok Sabha), the 
Committee had discussed the manner of regularisation of expenditure 
on a 'new service' which may be disclosed after the end of the 
financial year. The Committee had e x p r d  the opinion that 
as in the pre-Constitution days, such cases could be brought 
before Parliament for approval, without violating any of the provi- 
sions of thc Constitution, by moving a resolution in approprinte terms 
and getting its approval c.v }lost facto to the money spent on such 
items. The Committee regret to point out that the mmments of 
Governnlent on this recommendation have not yet been furnished to 
them. The Committee would like to urge on Government to expedite 
thcir decision in this behalf and tokc necessary action in the present 
case. 



MINISTRY OF FINANCE 
Rehubilitarion Finance Administration-para 43, pages 44-45 of Audit 

Report (Civil) ,  1963. 

13. On the 31st December, 1960 (the date on which the Adminis- 
tration was dissolved), the amounts outstanding from the borrowers 
w e r e  Rs. 5.95 crores in respect of principal and Rs. 1.35 crores in 
respect of interest. The interesb accrued during the subsequent 
period (January, 1M1 to December, 1961) amounted to Rs. 26.75 
lakhs. The position of recovery of loans and interest on 31st March, 
1962 was as follows: 

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

Repicn Recoveries d e c t c d  Rrccver- Balance 
ics outstand- 

waived in? a s  
on 31-2-62 

Eastern . 1 2 . 5 2  9.00 32867 

X7estern . E 7 . 7 7  c 37 219 I j  
( I n  additirr! a scm c f  
Rs. (6 .58  lakhs r c -  
presenting iom- 
pensaticc is I>inp 
unadjusted c I: 
31-3-62 f c ~  H a n t  of 
full dcrzils) 

-- -- -- . - - - -- - -. - -- - - .- -- -- - -. . A- - - 

It has been stated by the Ministry that the recovery of loans was 
waived as the Collectors were not able to process the r rwvery for 
long periods and that departmental officers (mspccting staff) who 
maintained close liaison wlth the Collectors and the Certificate Offi- 
cers were satisfied that the Revcnue Officers werc unable t o  effect 
recovery. 

The expeqditure incurred by the Ministrv in administering the 
functions of the Administration during the period January, I961 to  
March, 1962 amounted to Rs. 7 - 8 2  lakhs, i.e. abcut 4lW{, of the re- 
covery in cash (Rs. 19.37 lakhs out of Hs. l f lP ,29  lakhs). 



The P d l o w b g  informat:vn regazdhg amounts  ot  outstanding 
loans and interest available with Audit was brought to the notice 
.of the Committee: 

(In crores of ru~ces;  
--- - -. -- 

'rc~tcl amount O~tstanc'ing 
'4 s e n  ,' s on 

31-3-1962 71-  10-1963 

- ---- - - 
The Committee e n q i r e d  about the latest position with regard 

to the outstancling amounts. The representative of the Ministry of 
Fmancc (Depar:meilt of Ec:)nom:c Affairs) stated that the position 
of c ? u i s L : ~ n d i n ~  loans as on the 3 1 s ~  December, 1960. \\-hen the Ministry 
lo:k !.vrxr ttie (,u!stalldi~l~ loans irom the R.F.A., was tha t  there were 
about 11,682 outstanding l o m  accounts and the total amount involved 
was Rs. 7.30 crores. The :a:cst position as on 31st December. 1963 
was that 8.549 accounts Ivere outslanding and the outstandinq amount 
including ~ntcre.;t \+,a; Hs. 5.18 crores. The witness added that during 
the !ast year, t!le percentage of recovery was 7.8. while the total 
cost on account of administra:ion \\-ould be about 10 per cent. In 
reply to a ques:iotl. the witncss lnforlned the Committee tha: about 
3000 loan accounts were st*ttled upto the year 1963 after t he  work 
was taken over by the Finance Ministry. Thereupon, the Committee 
$en'quired what  \vas the amount recoverable in those 3100 cases and  
out of that what was the amount recovered and w7hat t v x  the wri te  
off. The infornlation furnished by the hlinistry is as follows:- 

-- --- I . .  ----- - -- - -___ _ - - ____I- 
*Not vetted by AudA 

2027 (Aii) 13 . - -2 .  



In reply to a question, while explaining the procedure of waiver, 
the witness stated that in the first instance a certificate was to b e  
issued by the officers concerned of the States. Inspectors of the  
Central Government had d to  make efforts to recover that amount. 
If recoveries were not made for a number of years in spite of the 
best efforts of both the officers referred to above, then those cases 
were considered for write off. Before doing so, an up-to-date state- 
ment of the conditions of the party was obtained from the Central 
Inspectoral Staff. With regard to the test check exercised in this 
regard, it was stated that 20% cases were checked by supervisors 
hcharge, about 5y0 by the Officer incharge and 10% by the Assistant 
Administrator and the Administrator. The witness further added 
@at a final decision to write off was taken by a Committee consisting 
QS (i) Joint secretary (Department of Economic Affairs), (ii) Joint 
Secretary, (Department of Expenditure) and (iii) Administrator. 

In reply to another question, it was stated that wherever part 
realisation was possible, those cases were closed after obtaining a 
part payment. In some cases, 50% interest was written off, while 
in some, full interest had been waived. There were cases in which a 
part of the principal amount had also been written off. When the 
Comptroller and Auditor General pointed out that the figures showed 
that from January, 1961 to October, 1963, Rs. 31.65 lakhs werc reco- 
yered in the Eastern region and Rs. 37.49 lakhs were waived, and in 
the Western region Rs. 178 lakhs were recovered and Rs. 4.70 lakhs 
were waived, the witness stated that in the Western region the writes 
off were not likelv to be many because compensation claims were 
available for adjustment and it was hoped to recover most of the 
loans. 

The Committee enquired as to what was the total amount of 
recoveries processed by the Ministry during 1962-63 and 1963-64 (upto 
October, 1963) and what was the expenditure incurred during this 
period for this purpose and for connected administrative functions. 
The representative of the Ministry stated that the total amount col- 
lected In 1962 was Rs. 56 lakhs. The expenditure m staff was Rs. 6.91 
lakhs. The total amount collected in 1963 was Rs. 72 lakhs and the 
total expenditwe on staff was likely to be Rs. 7.47 lakhs. It was 
added that in taking this ratio of expenditure on staff to the collec- 
tion, the adjustment of compensation claims should also be taken 
into account. It was added that most of these claims were not 
presented by the claimants for the satisfaction of their debt but the 
claims had been purchased in the market and then handed over to 

t h e  Administration for adjustment against their dues. 



The Committee note the slow progress of settlement of the out- 
standing loans during the last three y e a r ~ i . ~ . ,  on the 31st December, 
1963, 8249 outstanding loan cases involving a sum of Rs. 5.18 crores 
were pending settlement as against 11,682 outstanding loan cases in- 
volving a sum of Rs. 7:30 crores as on the 314 December, 1960 and 
that the establishment charges incurred on the realisation of these 
loans were about 10 per cent. The Committee would reiterate their 
earlier recommendation contained in sub-paras 9 and 10 of para 10 of 
their 7th Report (3rd Lok Sabha) that effective steps should be 
taken to expedite the recovery of the outstanding loans and with a 
view to ensuring an economic working of the Rehabilitation Fiance 
Administration Unit, its establishment charges should be periodically 
reviewed in the light of the outstanding cases, and suitable economies 
effected. 

Audit Report on the Accounts of the R.F.A. for the year ended 31st 
December, 1960 

14. It wtas pointed out by Audit that several cases of failure to 
make proper verification of guarantees, delay in taking up recovery 
proceedings immediately after the borrowers had defaulted to pay 
the dues, etc had been brought out in the separate Audit Report on 
the accounts of the  R.F.A. for the year ending 31st December, 1960. 
The Committee enquired about the six cases in which the entire 
loan amount with a part or whole of the accumulated interest was 
outstanding at  the end of December, 1960-nearly 5 to 8 years f rom 
the date of sanction of the loans. In four of these, action to recall 
the loan had not been taken till 1'50 and even afterwards there were 
delays ranging from 4 ' 14 month ; in referring the cases to the Collec- 
tor The ivitness st2ted that no esplnnation could be found for it in 
t h ~  books of the Admlni.itration. Me aqrced that the Administration 
should have taken immediate steps after two or three yearc. ~f 
recoveries were not made. The witness added that most of the 
officers who wcrc In responsible position in those days were no  1o:lger 
in Government service. Only clerical and accounting staff was there. 
About the four cases in which very little pragress was mnd? i? the 
realisation of principal and interest upto December, 1960 although 
the cases had been referred to the Collector as early as 1956 57. the 
witness stated that all the  cases which were referred to the Col l~ctor  
were being pursued; ;but s ~ l d o m  any reply was receivtd. The witness 
added that a letter had beon addressed to the  Chief Secretary of the 
West Bengal Government enquiries about the availability of any 
assets for recovery. If there was none, h e  should inform atlru.;t that 
the amount could not be remvered. When asked about the three cases 
involving a total loan of Rs. 16,050 in which forged certificates pro- 
duced by the guarantors had been accepted without verification 



from the employer, the representative of the Ministry stated that 
compcn:ation clajms w ~ r e  accepted by the officers and then rcfcrred 
to  the Settlement Commissioner for adjustment. The witness, how- 
ever, agreed that they shzuld have been verified from ind-pendent 
source;. The witness also accepted the blame for the three cases 
involving a total loan of Rs. 18,000 in which one and th? same person 
had been accepted as guarantor. 

The Committee would like to refer to their earlier observation 
cantai:1c3 in sub-para :i of p a x  10 of the;- 7th Ec;wrt (Third Lok 
Siihha) to the e5c:t !h3t .*a:', irr,yaIaritjc~ p r e w ~ . e : l  a d i m a l  picture 
of the menner in which thc Administration was conducting its affairs 
w;ul:ing in avoidable 103, of public money. The Committee hope 
that the Ministry of Fiilanrc will take such remedial measurei as 
are possible at this stage to mitigate the losses 

Loss oj con.+cated c u r r e ~ m ]  :totes and other secur!.ties r n ~ : ~  n Post 
Office-pcrn 44. page 45 of iluc!i: Re!~ort (C iv i l ) ,  1963 

( 1 )  Thr. c.u:.!.rb-lc.y 2.:d c , ; l c . c ju? . . :  r:o:;':2cq~cd ;i.ox,c kept in  the 
F o x i g n  Px! 03"ice i n  di:;r.~-~i:rd of the. r)rcscribe:f pro- 
cedure requiring all va luab l~s  confiscatc?d to l?r stcrcd in 
the  strong treasure chest secured by dwble  l w k s  in the 
C.B.R. Building, Ncw Delhi or in the strong room of the 
Chief Accounts Officer, Customs and Central Excise. 

( i l l  No systematic record o f  the confiscated currency had h e n  
kept. 

( i i i !  T h x e  was no record of anv physical vertification o! valu- 
ables kept in the  steel cabinet having been c ~ r r i e d  out 
by any officer at  any time. 



The misappropriation was facilitated by continuous failures on the 
part of the Supervisory Officer to observe the prescribed procedure. 
No re,sponsibility for the loss had been fixed till December, 1962. I t  
was, however, zeported that two officers were chargesheeted in this 
connection in April, 1962. 

The Committee enquired about the 1: ,ition of the departmental 
action taken against the oflicials concern-,i why the l o s  was not 
reported to the police and whether prescribed procedure regarding 
storage of valuable was being 'allowed now. The Chairman, Central 
Board of Excise and Customs stated th i t  on the 5th Dxemh<:r. 1960. 
the Princip:~l P:,.iial A ~ p r a i w r  reportcti 113 tho A ~ s i ~ ! a n t  Collec9for that  
the currency was missin,? and thc !tw; v r n s  imrnediatc>lv rc3;7. ~ ~ ~ c i  to 
the p o l i c c t h e  State Po!icc and  the S.P.E. It was added tna t  r,T:cr 
six months :he St:lfc Po'icc repor:ed the cuI?~ri:  could not be 
traced. It was only in June, 1961, :hat they said thnt they Tirere 
going to close the case. As such, no dq-xtrnc~ntal  enquiry could be 
initiated till then. It Jvas added th3t the late!;: position v:nq t h q t  the 
officers were asking for a 1s:g:: n:imhcr of documents whif.h were 
more than 500 or 600 and 3121 Drcember. 1963 was the fast da:e for 
examination of documents and it was hoped that within the ~ e x t  
three or four months, the matter would be fihalised. When asked 
how such a case became yxsible, thc Chairman. Central Board of 
Excise and Customs accepted that udfortunately the officers con- 
cerned were not following the correct procedure. They were keep- 
ing the file with the currcncy in the Post Offix itself instead of 
sending it to the Cashier or to the Bank. It was added that now 
everything was being sent to the Bnnk nr the Cashier at the end of 
the day. 

The Committee take a serious note of the disregard of the pres- 
crihed procedure by the Supervisory Officers in not esercising proper 
checks which facilitated loss of confiscated rurcncy notes and other 
securities amounting to Rs. 10.656. The Committee also regret the 
abnonnal delay in completing the departmental inquiry. Tl1t.y hope 
that the departmental enquiry will be expedited and suitable punish- 
ment awarded to the guilty officer and to those who failed to exercise 
proper supervision. 
Delay in disposal of surplus buildings and resultant avoidab?? 

e.rpendittlre on watch a d  ward ,  para 45, nrrges 45-kf9 of Alidit 
Report (Civ i l ) ,  1963. 

16. Consequent on the  abolition of land customs cordon around 
the former French settlements of Pondicherry and Karaikall from 
January, 1955, 367 buildings (including 28 non-residential buildings) 
of the book value of Rs. 11.15 lakhs, were declared surplus. In 



February, 1955, i t  was decided to dispose of the buildings; 119 build- 
ings were transferred to the Ministry of Health in October, 1961, but 
the other buildings have not been disposed of although more than 
seven years have elapsed since the decision was taken. 

I t  had been reported even as early as June, 1958 that almost all 
the buildings had developed cracks and were In a slate of disrepair. 
A sum of about Rs. 1.60 lakhs is estimated to have bec.11 spent on 
the watch and ward of these vacant buildings upto the end of July,  
1962 and thereafter, an expenditure d about Rs. 1.350 p.m. is teing 
incurred on this account. 

The Committee enquired what action was taken for the  disposal 
of t$ese buildings. The Secretary, Ministry of Finance (Depart- 
ments of Revenue and Expenditure) stated that the buildings were 
located on the  border between Madras and Pondicherry. There were 
not even regular villages in many places and they were isolated 
frontier posts where practically there was no human habitation and 
as such there was no demand for them in the area The first step 
was to dispose them of by negotiations with the Minjstrlcs, the 
Madras Government and keeping some buildings for Income-tax 
Department; when all these failed then the question of suction was 
taken into consideration. Now it was proposed to dispose them of 
by auction but the Madras Government had written asking the 
Ministry not to dispose them of. With regard to actiiin taken to 
prevent further cracks in those buildings, the Secretary added that 
no steps could be taken. I t  was added that an immediate attempt 
was made in December, 1955 to offer the buildings to the Government 
of Madras as they were near that place, but negotiations i , r c j k c >  down. 
3s the  Madras Government offered only Rs. 34.000 aq:~inst the 
estimated market value of Rs. 93.000. When asked as tr' v:hen the 
tenders were invited for the disposal of these buildings, the Addi- 
tional Chief Engineer ( I V ) ,  C.P.W.D. stated that auction notices 
were given in December, 1963 for the first t ime, b11t t h ( v  was no 
public response. The Chairman. Central Board of  Exc~sts and 
Customs added that the date had been extendctl till the 10th 
February, 1964. 

In regard to  119 buildings transferred free of cost to thr. Ministry 
of Health, the witness stated that their book value ;vas Rs. 3.10 lakhs 
222 buildings, (book value-Rs. 3.44 lakhs) were wri':!n.i r ~ f f  in Decem- 
ber, 1962 and they included some buildings which v n r p  offered to 
Madras Government. The book value of the buildings lo be disposed 
of i.e., 242 [367-125 (119 given to Ministry of Health and 6 to Minis- 
try of Railways)] was about Rs. 2-5 to R;. 8 lakhs. 



The Committee regret to observe that due to various administra- 
tive delays at different stages, 367 buildings, rendered surplus as 
early as in January, 1955 could not be suitably disposed of for a consi- 
derable length of time. 119 buildiws were transfmred to the Minia- 
try of Health in October, 1961 and 222 buildings (hook value of 
Rs. 3-44 lakhs) had to be written off in December, 1962. A sum of 
about Rs. 1.60 lakhs was spent on the Watch and Ward of these 
vacant buildings upto July 1962, and thereafter an expenditure of 
about Rs. 1350 p.m. was being incurred on this account. 

The Committee were informed that these buildings were offered 
t o  the Madras Government in December, 1955 and that the negiotia- 
tions with that Government broke down as they oECered only 
Rs. 34,000 against the estimated market value of Rs. 93,000. The Com- 
mittee consider i t  unfortunate that this offer was not accepted and 
that the auction notices were issued only in December, 1963 tor the 
first time. The Committee regret that so little progress should have 
been made in the disposal of buildings which had become surplus as 
early as in February, 195Lmore than 8 years ago and consider that 
the responsibility should be fixed for failure to take appropriate action 
a t  the different stages. The Committee would like to be informed of 
the final disposal of these buildings. 

Delay in finalisation of peMon and provtdent fund find p~lgment 
cases-para 116. pages 133-134 oj Audit Report (Cir r!), 1963 

17. (a)  During 1961-62, out cf 2,545 Pension cases oi Central Gov- 
ernment officers recelved in Audit offices, 1,519 cases (59 per cent) 
were received after the date of retirement, out of which 349 were 
received one year after retirement, although according to  the direc- 
tions issued by the Ministry of Finance steps for the preparation 
and submission of pens~on papers should be taken one year in a d ~ ~ a n c e  
of the date of retirement. 

(b) Out of 3,802 clalms in resped of  final payment of Provident 
Fund balances received during 1961-62, the required particulars from 
the administrative authorities were rece~ved in 553 cases more than 
six months after retirement and in 927 cases 3 to 6 m m t h s  b e y ~ n d  
tht. date of retirement, though In accordance with the direc:ions 
issued by the Ministry of Finance the fact of the ~fficer having left 
service is to be reported to Audit without loss of time. 

The Committee enquired what were the circumstances in which 
delay occurred in settlement of pension cases. The Secretary, Min- 
istry of Finance (Departments of Revenue and Expenditure) stated 
that in a good number of cases very often it was for \.crification of 



service that cases got delayed. To a question whether service 
records were kept up-to-date or not, the Secretary stated that pension 
csses were taken in hand about 18 months before retlrenient of an 
ofiicer, but leave taken, leave salary paid. etc.. had to bi! asccrtainsd. 
The Conlptroller and Auditor-Gencral pointed out that all these 
thiiigs happened later and tne delay actually occurred a t  the first 
stage of application. When it was pointed out that after a long 
pwiod of service an officer should not wait indefinitely for sct).lernent 
of his pension, ihe Seeretar?.. Ministry of Finance (Dcp:~rlments of 
Revenue and Expenditure) siatrd that for such case.; there was a 
provision for provisional pension. The Comptrs!lrr 2nd Auditor- 
General observed that sanctim of the a n t k i p t o r y  ptAcsions was not 
desirable because in such cases files remained onen F':~~!cT'::. 

The Committcth arc sorry to :iote that therr arc- couiinuecl delays 
in sending the pcnsion case5 to Audit offices. With regard to the fur- 
nishing of particulars for settlement of Provident Fund balances also, 
the position is not satisfactory, as will be observed from thc Audit 
para The Committee consider it extremely unfair that the retire- 
ment dues of Government servants retiring after a long service of 
about 25 or 30 years should be delayed in this fashion. In this con- 
nection, the Committee would like to refer to their earlier recommen- 
dation contained in sub-paras 5 and 6 of para 46 of their 8th Report 
(Third Lok Sabha). In view of the continuing unsatisfactory position 
in this regard. the Con~mittee suggcct that the Government should 
appoint a Committee with a Senior Officer of the Comptroller and 
Auditor-General and another senior officer of the Ministry of Finance 
to examine the various problems connected with the settlement of re- 
tirement dues and to streamline the entire procedure with a view to  
ensuring that the retirement dues are paid promptly to avoid any 
financial hardship to the retiring Government servants, 



MINISTRY OF STEEL, MINES AXD HEAVY EXGINEERING. 
(Deptt. of Mines and Metals) 

Audi t  Report on rhe rictrnlnts lor the 9ear.s 1960-61 ccnti 1961 62 

18. The  Coal Board, xh ich  was set up  under lilt- Cr;al Mines 
(Conservation and Safet? ) inic.t, 1952 for t he  p u r p o e  oi n::!'::;enance 
of safety in Coal ?,lines a n d  ior  con7,-erxtion c ~ f  r:.l, is financed 
fr:m the nct proceed.; .of excise duty  !cvied on ai! w:,l and coke 
raised/manufac:urtbd and d.spatched from the collin+s. Vnder the 
Act, n sum not  cscecding the net proceed.; of duties of tsci : ,?  c:);lect- 
ed in the preceding fin::nr.ial yea?  i~ p:!yahlr b\. :1:e G ~vc.r..!ment t o  
ths  Coal Board. The excise dut im c:)llected and thr, aini:,unts psid 
to the Board for the 6 years ending 1961-62 arc gil-en below :- 

(Ip ljkhs o"Rs.) 
p- - 

Year 
Kct r:o- Amount 
ccedc cf  paid by 
dutics cf  G(t\crn- 
exci:e men1 10 
collcLrcd ihc RcarJ  

The Committee referred to  the fact that final figures of t he  
Excise Duty collected during 1961-62 were  made mailable by the 
Coal Board only in December, 1963 and enquired as to whether any 



time limit had been laid down by Government by which !he certi- 
fication of the net proceeds of the Excise Duty ievied on all coal1 
coke raised by the Coal Board should be completed. &;planing the 
prccedure for the collection of duty, the represenhtive oi the 
Department of Mines and Metals stated that the duties were directly 
cpdi ted to the revenues of the Government. The Government made 
an approximately equal provision in the budget for the operation by 
the koal Board, so that the process of certification did not in any 
way stand in the way of the Coal Board operating on its funds. 
IVhen asked about the principle followed in giving thr: money to the 
Coal Board and the extent to which this depended on the collection 
of Excise Duty, the witness replied that it depended cn the approxi- 
$mate assessment of the duties realised in the preceding year. 

Explaining the reasons for the time taken in obtaining the figures, 
the witness stated that the collection was done through sever4  
agencies, the local treasuries etc. and this took some time. 

Asked about the basis on which the budget was framed, when 
the figures of collection were received 18 months after the end of the 
year, the representative of Coal Board replied that the money actually 
.collected depended very largely on the raising of coal. Those figures 
were known earlier and on that basis a fair approximation of the 
amounts that would be available could be made. He thought 
that the approximate figures ' were enough for the purpose 
of preparing the budget. The representative of the Ministry, how- 
ever, added that the entire proceeds from the Excise Duty were not 
.credited to the Coal Board. Funds were provided for in the Budget 
for the Coal Board after making an overall assessment of the receipts 
that accrued in a year for which authentic figures were available, 
taking into consideration the actual production targets of coal and 
after making an assessment o f  expected receipts during the budget 
year. 

When the witness was asked whether the allot~ncnt to the Coal 
Board of 71";. 49"; and 46"; of the collect~ons during the three years 
ending 1961-62 was due to the non-availability of complete figures or 
whether it was done as a deilberate decision of the Government, the 
representative of the Coal Board stated that it was a deliberate 
decision of the Government because the rate of Excise Duty was 
altered to provide the subs~dy for Coastal Shipment, etc. 

The Committee are surprised to note that the Anal figures of the 
Excise Duty collected during the year 1961-62 were made available 
by the Coal Board only in December, 1983 i.e. after 18 months (after 



the end of even the subsequent financial year). The Committee, sug- 
gest that steps should be taken to improve the certification procedure 
and fix a time limit for the submission of the collection returns of 
Excise Duty. This is all the more necessary in view of the statutory 
provision that the sum payable by the Government to the Coal Board 
in any year should not exceed the net proceeds of duties of Excise 
collected in the preceding financial year. 

In spite of the statutory provision referred to above, the Committee 
noticed that the amount paid by Governmelit to the Coal Board 
during 1957-58 and 1959-60 exceeded the net proceeds of duties of 
Excise collected during the preceding financial year. Explaining the 
reasons for exceeding the statutory limit in these two cases, the 
representative of the Mlnistry stated that the collection of the Excise 
Duty during the preceding year was only a yard-stick for the budget 
provision in the following year. As coal production was progressively 
increasing, it was anticipated that the actual realisation of receipts 
would be larger and therefor?, sometimes more than the realisation 
was given. Hr admitted that technically law did not permit this 
excess payment and promised to look into it in future. 

The Committee suggest that Government should restrict provisio- 
nal payments to the Coal Board to an amount which will be well with- 
in the receipts from Excise Duty during the previous year in order to 
avoid contravention of the provisions of the Act. 

.4udit Reports for  1960-61 and 1961-62 

H c , r i * ? ~  r l o s ~ n g  Cash Balance-para 1 

19. On 31-3-1961. the  Board had a closing balance of Rs. 271:75 
lakhs, out of w h ~ c h  a sum of Rs. 130 lakhs was invested in short term 
deposits and Rs. 127:IO lakhs in the Government of India Loans. The 
closing balance. thus, represented more than a year's expenditure of 
the Board. Similarly on March 31. 1962. the Board had a closing 
balance of Rs. 289:48 lakhs out of which a sum of Rs. 100 Iakhs was 
invested in short term deposits and Rs. 127.10 lakhs in Government 
loans, the total cash balance in current account with the State Bank 
of India being Rs. 62.38 lakhs. 

Explaining the reasons for the heavy clos~ng balances with the 
Board upto the end of 1961-6% the reprrsentatlve of the Coal Board 
stated that heavy balances accumulated largely due to the fact that 
the Coal Board had to spend the funds on aid for stowing and other 
Items. The Scheme did not come into full working order for a few 



years. In the meanwhile the money was coming in. I t  was not. 
considered worthwlllle to cha:-ze the rate of Excise Duty merely 
because the Board did not actually start functioning fully. 

The witness added that the Ropeway Scheme was under discussion 
for a long time. The Government, t h e r e h e ,  felt thrt  it  would not 
be necessary to reduce the amount. 'Ihe balances were kept in an 
ar. o ~ ~ n t  wlth the Slate Bank It was admttecl ?-I reply t a qucjtion 
that as funds were malnly ~ n v e ~ t c d  In Go\-ernment secur~tlcs, it was 
i? cftect t r a v f c r  rf m ney irc 11 Gmrd.nment tc. State Back.  Explain- 
ing the reasons for not redilc~ng the balances quickly, 'he rcpresen- 
tative oi the Mmistry stated tha' heavy ~ s p m ? i u r e  on Ropeways 
Scheme was a n t x ~ p a t e d  every year, but thzt schedule was slightly 
upset. They. however, anticipated that heavy cspcndlture urould be 
incurred In the iollou-ing year on this project. 

From the heavy accumulation of balances with the Coal Board 
(Rs. 289:4S lakhs on 31-3-1962) if is ohvious that the various schemes 
sponsored by the Conl Coard have not been making proqrcss as anti- 
cipated. This needs looking into. The Committee also suggest that 
the amounts to be paid by Government to the Coal Board should be 
realistically assessed on the basis of actual requirmcnts, so as to 
avoid such heavy accumulations in future. 

Audit Report for the y m r  1960-61 

Upproding and downgrading of col!ieries-para 2 

20. During the review of the Board's records for 1960-61, it was 
noticed that a colliery continued to be graded as grade I, even though 
the loading samples drawn between 20th January, 1958 to 6th S e p  
tember. 1960 indicated that the quality of the coal despatched was 
of Grade 11. 

The Ministry informed Audit in October, 1961 that the matters 
regarding grading and regrading were of an  adminihtratiw nature and 
further that there were no financial implications involved in so far  
as the Government and the Coal Board are concerned. The Ministry 
later informed Audit in August, 1962 that the inspecting staff had 
since been strengthened, that samples had been drawn from almost 
all the 850 collieries and prnper gradings refixed, where necessary 
and that a Technical Committee, appointed in January,  t962 was look- 
ing into the question of grading and sampling of coal on a scientific 
bsais. 

The argument advanced by the Ministry that grading and regrad- 
ing of a colliery is an adrhinistrative matter without any finandat 
implication so far as the Government md Board are concerned, is not 



the Coal purchased on the basis of the grade fixed C ~ ! ~ O I I I ~ I S I ~ ,  such 
of the consumers as have no atrangemellts for independent analysis 
of coal snmples rnw have to pay a t  a higher rate for coal of a sub- 
standard quality. Similarly, various Cover~lment agencies who may 
purchase from the coliieries are also likely to Io,e in the transactions. 

21. The Committee enquired thc results o f ,  and the decision of the 
Governmcnt/Board on the survey conducted on the basis of the re- 
~ o ~ m e n d a t i o n s  of the Technical Committee appointed by the Gov- 
ernment in Januarv,  19E2 for looking into the question of grading and 
sampling of Coal on a scientific basis. The  representative of the  
Ministry stated that the report of  the Committee was received quite 
s ~ m e t i r n e  ago. Thai  report prescribed a new procedure fcr  sampling 
and analysis of Coal. 1: was much more tietailed and c o n ? ~ l i ~ 3 t e d  
than ?hc ;;resent p roxdurc  of jus! checking a few samples of coal 
from a wagm.  It had p r e s x i b ~ d  that  af!er e v e w  500 tons of loading, 
samples should be taken not from s a t i c  wagons, bu: wh: le  :he coal 
wa.v n~:n.i.>g e.g. in bwskc: load-, from ;he  pii-!nou:h to the wagon. 
Thcre were also prcwr;bcd p::ncip!es ~f m:ilysis !*:.:.. the I.S.1. 
Standard:;. The \vitncss stated !hat i: was found that the whole pro- 
cedure w3': w r y  compliczi!~i: and would invol-\.e the appointment of 
enorr?l:rus staff and capital espendi:sre on ins:allinr crushers, ~- )b ' le  
\.3*1.5 i:; I;.!c(, ;.:rn1;1~:., and cc1:lipme:lt t o  do ri~nlysi-;. Tht. problem 
was to simp!ily the procedurc and in i rod~l - t .  i t  i n  prnfrcssive :,tagc?s. 

The witness added t h a t  : h o ~ : g h  t he  present sys:ern of qradinq and 
pricing of con1 was unsc:crrtlf;c and irrational. i t  wds i i l  exkicnce for 
year< cvrr s 'n-c the controls \ rere introduced in 1944. So they 
wanted to see whet.her :he introduction of the new system \r-auld not 
cause a violent upset in the price s tructure of Coal. Fa r  that purpose, 
:I Cub-(: (l:lrnittc>c \\-as nppointcd consis!ing of k n o ~ v l e ~ i ~ c n b l e  people. 
The Chairman of t he  SubCnmmittec v:hn was an eminen! scientists, 
unfortunately had a serious illness. Only af:er h;s remvcrp.  the 
Sub-Committee submitted i t s  report. The authoritips were t rying 
to see hour tw;t ;heir rt,con~!?lendat ions could bc implcmcnted. 
Though it was not possible to ~ntroduce  the new procedure in all 
respects they were trying t o  hav? some basis for introduc;ng saon th? 
;calorific system of grading and p~ icing. 

The Committee rw~sider i 4  unfortinate tho! there should have been 
'inordinate delay in taking suitable action on the reccummend:~tioa~s of 
the Technical Committee appointed by Government i r l  .January, 1962 
for looking into the question of grading and sampling of coal on a 
scientific basis. The Technical Committeee gave its report in July, 
1902, but action proposed to be taken on its recommetldations has not 
yet been finally decided. In view of the accepted fact that the pment  



system of grading and pricing of coal is unscientific and irrational, 
the Committee hope that necessary steps to improve the position will' 
be taken without further loss of time. 

Audit Report for  the year 1961-62 

Proper utilisatim of lonm and grants advanced to collieries-para 1 

22. The loans and grants advanced by the Coal Board to the col- 
lieries and other parties for the  six years ending 1961-62 are as given 
below : 

(In lakhs of rupees) 

Amount paid for 
voluntan and corn- 

Year pulsory stowing 

Grants Loan -- - -- 

The Committee asked as to how the Board ensured that the loans 
and grants advanced to collieries and other parties were properly 
utilised by the parties concerned. The witness replied that the loans 
were granted for putting up stowing plant, etc. He further explained 
that  if for example money was given for the erection of ropeway, 
the expenditure was known as the bills of expenditure were sent to  
the Board and the Board had some officers from the Audit Depart- 
ment to check the accounts. He further added that the accounts sub- 
mitted were looked into. He urged that the amounts involved, apart  
from m e  particular ropeway. were sx, trivial that there could not be  
any large scale diversion of expenditure. 

The Committee suggest that in addition to the accounting checks, 
the question of introducing suitable administrative checks to ensure 
that the grants and advances involving large amounts given to thc 
collieries are being utilised for the purposes for which they are being 
given may be examined. 



Non-repayment of instalments of loans etc. by collieries on due. 
dates-para 2 

23. A test check of some cases of loans given to collieries by the  
Coal Board has shown that in the following cases, the  amounts of 
principal and interest remained overdue at the end of 1961-62: 

Amount of Amount of Earliest 
principal' interest period to 

Name of Colliery outstanding outstanding which the 
on on arrears 

31-3-62 31-3-1962 relzte 

*I. Bhowrah 1 
Kankance I Rs. 2,92,303 Rs. 85,619 December, 1961 

*2. D d i  . Rs. 15,000 Rs. 4,145 February, 1962 

I t  was suggested by Audit to the Board in July, 1962 that a clause 
for the levy of penal rate of interest for delayed repayments of loans 
might be incorporated in the agreements. The Coal Board obtained 
the  advice of the Solicitor to the Government of India, who advised 
them to stipulate in the agreements a higher rate of interest and to 
allow rebate in the case of punctual payments, since a clause relating 
to  the levy of a penail rate of interest was not generally enforceable 
in courts of law. 

The Committee enquired whether the decision regarding the inser- 
tion of a clause stipulating a higher rate of jnterest in the agreements 
with a rebate for punctual payments had been implemented. The 
representative of the Coal Board replied in the affirmative and fur- 
ther stated that in a sense the Coal Board had adopted the decision. 
AF, hourever, no fresh loans had been granted. the decision had not 
come into operation. The witness stated that the people who had 
already got loans would not agree to the insertion of those clauses. 
Those who had taken loans had mortgaged their entire assets against 
the loans. There was no default in the sense of non-payment, but 
there had been delays in payments. 

The Committee suggest that delays in the recovery of instaiments 
of principal and interest in respect of loans advanced to the Collie- 
ries should be avoided and that steps should be taken to avoid any 
accumulation of arrears in this regard. 
--- -- ---- - -- - - - - 
*The princwal together with interest was paid in March, 1963, and May, 

1B62, respectively. 



MINISTRY OF STEEL AND HEAVY INDUSTRIES 

(NOW MINISTRY OF STEEL, MINES AND HEAVY 
ENGINEERING) 

Iron and Steel Controller's Organisation 
Delay in execution of contracts-para 84, plrflc' 84 

24 As against 65 contracts placed on a certail~ firm dilrmg 
November, 1954 to April. 1962 inv3lving the imports o! 1 .60 lakh 
tons of steel valued ;-t Rs 10 91 crorc:.  t he  firm comp!c!cd ship- 
* m e ~ t s  by the stipulated dates In respect of 29 contracts only. In  
other cases the suppl>- was delayed for varying periods as shown 
below and a quantity of 6.049 tons wa4 still outstandinq: 

Total qumti ty  contract( d for* . . 77,ogr tons 
Quaniity surplicd with in the stipulated deliver! pnriod . 42.9.5*7) ,, 
Shirments del51yc-i 17,r less than thrsc months . 12,201 ,, 
Shipment. d lay .i f,>r morc thin  ii1rt.c nw.lti. s . 1 5 , .  : .  , ,  

, . EA~i -c r  ' - i .  . ; ; : su;~plied iS11v;mher. 1962" . 6,049 > t 
. . These c.: :.iiracts ivt:.e su:j,cct t o  :.he c 1l1rliti;)n that in th? c v d  

of fai1u:-e ic, adhere t o  ;he  st!pula:ed sh:pment. period, the Iron and 
Steel Cc!n:;-:,!i:.: M.cIL~!:~ ! ,c .  c>nt!', .  ci t o  rcc.:l\7cr- f;..)rn tnc firrii. iiyuida- 
ted ~ Z I K + I ~ C . ,  a ;  : h ~  I,:!:.: ::: 2 ;x:. x n t  p a r  rnnntt? v r  pai? of  n month 
i n  r esgx l  i!f :hit quanti:y :!u:;tanding i:)r sh :p : i l~nt~ .  Xo l~quldated 
damage; i1c.d bcrn levied in rc;pec: of dc1ayt.d shipments except in 
two c3st.s. $:.here claims f!)r Rs. 87,00(1 approximately were preferred 
in January 2nd April, 1960, but  even :n these two cases, no amount 
had been recovered so far  

The C~mrni t tee  enquired the reasons for not levying liquidated 
damages where contracts were not executed within specified time. 
The representative of the Ministry of Steel. Mines and Heavy 
Engineering (Department of Iron and Steel) stated that whenever 
a contractor failed to complete a contract within a specified time, 
a reqxest was made by him for the extension of time. At the time 
when extension was grantcd, i t  was made clear thut extension was 
granted subiect to all the terms and conditions of the original c m -  
tract being fulfilled. I n  spite of this condition, liquidated damages 
c w l d  not be levied as thev were unable to  establish the actual 
. -- -- . - .- -.-..--,--. .- -. --- - - .-- 

*NOW.--Buik r.ontracts with foreign suppliers in which the firms act nnW 
as handling agmts have been excluded. 

Ex-ctock deliveries have also been excluded. 
26 



damages suffered by them. In  this connection, the Law M m s t ~ y  
had advised that merely mentioning that extension was grankd 
subject to  the terms of the ongmal contract did not safeguard their 
right to levy llyuldated damages unless i t  was established that  
actual damage had been suffered The wltness admitted that a t  
the  time of grantlng cxtcnslon, the clause relating to levy of liqui- 
dated damages was not repeated. The wltness added that t h e  
ordinary rulths of Government purchases were applied in the Iron 
and Stoel Controller's Office, but the D. G. S. & D Manual was not 
appl~cd.  

,4n nd hoc Comm~ttec w c ? ~  app~ln tcd  in Apnl,  1%2, to consider 
dclny In two rase5 where clalms for Rs 87.000 approximately were 
1nv~11vtd Thr nd Iroc C ~rn~i~ittec hud recommended 11; one of these 
two CRSPS t o  retam the claim of Rs 8.595 already made and t o  
tbxarninc the question of Increasing the c l a m  as there was a fall 
111 the mnrkct p r ~ c e  ~t the time of granting extension The Com- 
m~t lc t ,  t>nquircd whether thls factor was considered when extension 
was granted T n c  w1tnes5 stated that in thls particular case. the  
fall In price took plrce d u r i ~ ~ g  tlw cstenslon per~od and not at the 
tlmc when extension was granted 

In the othrr caw involv~ng R5 78.988. the ad hoc Committee had 
dcclded upon the levy of token liquidated damages to a maximum 
of one pt r c m t  o f  thrb contract va!ue instead of two per cent prc+ 
\ r ~ d t ~ d  In !hr  contrac! The Committee enqulred the reasons for the 
reduction of ! ~ q u ~ d a t c d  damages T h t  represenkitwe of the  Minis- 
try stated that ~t was done on the adwce of the Law Ministry. The 
(id hoc Committee consisted oi the representatives of Audit Depart- 
ment, thv Iron and Steel Controller, the Finance Minlstry and the  
Stcel M m ~ s t r j  

In reply to a questmn, the witness stated that they had not rea- 
l ~ s d  any amount whatsoever on account of liquidtlted damages in 
any case 

T'he Committee a m  of the view that m the absence of any 
damages being claimed Erom contractors for the delay in exeattian 
of contracts, the supply of steel may be quite uncertain and the con- 
tractors who are mainly concerned with the supply ef imported 
articles, may tend to withhold supply when prices go up and make 
the supply later on when prices come down. In order to eliminate/ 
n~inimise the delay, the Committue recommend that some penalty 
should Iw imposed on the contractors for their failure to fulfii con- 
tracts within the specified time and suitable provision be made in 
the contracts 

It was pointed out by the Comptroller & Auditor General dm* 
evidence that a&ing to the Manual of Rvcbase Ordbr of D. G. 8. 
2627 (All) LS-3. 



& D. whenever i t  was decided to extend the period of completion of 
contract subject to recovery of liquidated damages for delay in sup- 
plies, the contractor must be given a warning to this effect in writing 
at the time of granting the extension and it would: not be correct to 
grant ex tension without any mention of the liquidated damages. 
The representative of the Ministry illiformed the Committee that the 
D.G.S. & D. Manual was not applicable to the Iron and Steel Con- 
troller's Organisation and they were guided by ordinary purchase 
rules of Government. The Committee feel that without any proper 
and uniform purchase procedure, there are possibilities of some 
lacuna being left in the contract. The Committee regret to note that 
the provisions of the manual of the D. G. S. & D. had not been follow- 
ed without any recorded reasons as to why they were considered in- 
appropriate for the Iron and Steel Controller's Organisation. The 
procedure laid down in that manual was obviously evolved in the light 
of actual purchase experience over a long period of years and in the 
light of legal advice obtained from time to time. The Committee de- 
sire that the Iron and Steel Controller's Organisation should either b e  
guided by the D. G. S. & D. Manual with suitable modifications where 
necessary or they should prepare and publish their own manual. 

The Committee further desire that this matter regarding levying 
of Liquidated damages be reviewed again with a view to safeguarding 
the Government's interest as regards delay and financial losses. 
Handle contracts-para 86, page 85 

25. In certain cases, the Iron and Steel Controller appointed 
handling agents to handle the steel at ports, deliver it to consignees, 
realise the cost of the steel from them, and credit the amounts re- 
covered to Government. Handling agreements executed during 
December, 1959 to March, 1962 involved payments estimated at Rs. 50 
lakhs, but the selection of the handling agents had not been made 
after calling for competitive tenders. It has been stated that the 
handling of material worth mill~ons of dollars required adequate 
experience and that this could not be ensured merely on the basis 
of competitive tenders. 

With regard to the appointment of handling agents at ports to  
handle imported steel (worth millions of dollars) without inviting 
competitive open tenders, the representative d the Ministry stated 
that the Iron and Steel Controller maintained a panel of names for 
selection of handling agents. The rates were fixed by Government 
in consultation with the Ministry of Finance and contracts were 
given by rotation. The contracts were given to a number of parties 
and not to one or two persons. In reply to a question, the witness 
agreed to examine the proposal of inviting either open tenders or 
limited tenders for selaction of handling agents. 



The Committee may be apprised of the dedsion taken in the 
matter. 
Undue benefit to controlled stockists of s tee l -para  87, pages 85-86 

26. Since early in  1956, the Iron and Steel Controller had been 
placing orders on Indian firms for imported steel sheets with the 
stipulation that payment for the cost of sheets was to be made on a 
"gross for net" weight basis, that  is, on the  gross weight inclusive 
of the packing material. This method of payment was justified on 
the ground that the sheets were to be securely packed to withstand 
the rigours of sea voyage and that payment on the basis of actual 
net weight of the material would have led to higher prices having 
to  be paid to  the suppliers. The consignees in India to whom the  
steel was allotted were also required to make payment on the same 
basis. 

In April, 1957, however, the Ministry issued orders that controlled 
stockists need pay only for the net weight of the material actually 
received by them, the difference between the contractual price on 
the gross weight and the controlled selling price on the net weight 
being paid to the importers from the Iron and Steel Equalisation 
Fund. The grant of this concession to the controlled stockists was 
justified mainly on the ground that they had to open the bundles 
and sell the sheets loose on the basis of the net weight. The net 
weight was to be determined as indicated on the packages; where 
there was no such indication, an allowance was to be made equal to 
21, to 6 per cent of the gross weight. according to the category of 
steel shrets and the nature of the packing. 

The controlled stockists were allowed, however, to retain the 
packing material free of cost. The Steel Controller had contended 
that this course was decided upon as the scrap value was negli@ble 
and that the collection and sale of this material and maintenance 
of proper accounts for it would not be remunerative. 

No records had been maintained by the Iron and Steel Cuntrol- 
ler from which the total quantity of steel sheets imported under 
this arrangement could bc rendilv ascertained. The total loss to 
Government on this account cannot, therefore, be worked out. but 
taking the figures of 5,371 tons representing the quantity imported 
through one port (Calcutta) for one vear (1960-61). the weight of 
the packing material, allowing a tare of 4 per cent, would be of 
the order of 200 tons costing about Rs. 20,000 on a scrap value basis. 

The representative of the Ministry stated during evidence that 
controlled stockists of imported steel were not prepared to pay fcr 
the packing material and offered to surrender the scrap to them. 
But Government did not consider it worth while to collect the scrap 
from hundreds of stockists as it involved great difficulties. The 
total weight of the packing material left with the controlled stockists 



dur ing  the seven years from 1956-62 was 1,900 tons and t h e  scrap 
value was Rs. 1,90,000. I t  was added tha t  the question of making 
an  ad hoc reduction on account of packing material in the amount 
of subsidy payable t o  the  importers had not been considered as the 
controlled stockists had to incur certain charges in taking delivery, 
in the opening of' packages etc. The  arguments advanced by t h e  
control!ed stockists was that the covering sheets got torn and could 
not be sold. Nor could they realise the cost of the covering sheets 
f r o m  their customers. It was. therefore, decided by Government 
to meet the cost of these from the Equalisation Fund.  

The  Committee enquired the reason for not maintaining t h e  
records giving the total quantit). of steel sheets imported and allot- 
t e d  to controlled stockists. The witness stated that the records were  
being maintained by the Assistant Controller. 

In the course of evidence. the Committee were informed that the 
question of making an a d  hoc recovery from the controlled stockists 
on account of cost of packing material had not been considered as the 
controlled stockists had to incur certain expenditure on handling and 
opening of packages. etc. In the view of the Committee it is a normal 
feature for purchasers to incur certain expenditure while taking deli- 
very or opening packages. The Committee are surprised that for 
Steel which is paid for on the basis of the gross weight including the 
cost of packing material. the controlled stockists are  allowed an undue 
advantage by being required to pay only for the net weight and with- 
out making any payment for the packing material which they retain 
and can dispose of for an appreciable amount. They are. therefore, 
of the opinion that in order to make up the loss on account of packing 
material suitable recovery should be made from the controlled 
stockists. 

Iron and Steel Equalisation Fund--para 88, pages 8 6 8 9  
27. A summary of the Receipts and Payments Account of the 

Iron and Steel Equalisation Fund for t he  four years ending 31st 
March, 1962 is shown below: 

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

Cash 
balance at 

J'ea Receipts Payments the end of 
the year 



In para 62 of the Central (Civil) Audit Report, 1962, a reference 
was made to the steadily increasing credit balance in the Fund and 
it  was suggested that a review of the basis for the recovery of the 
surcharge and the purposes for which accummulations in the Fund 
could be utilised was called for. The question was now under 
consideration of the Government. 

(a) Receipts 

(i) Surcharge from the f i l n i l l  Producers 
The amounts whlch accrued to the Fund on account of sur- 

charge payable bv the main producers and the amounts realised 
were as follows: 

(In crores of rupees, - -- - -- -- 
Amount Amount 

due real,<cd 
-- -- -- --  - - 

( a )  Prizwtr SCC.IOI. 

Net amount  outstmding at  the end of I 961-62 . 8 . 7 7  
( h  j Public. SrL.ro). 

Prior to I 961 -62 6 .29  4 . 9 2  
I n  1961-62 . 7 ' 3 7  5 .86  

'I'otal . . 13.66 10.78 
NCI amount ouhstandlng at  rhc end 01' i y6 I -62 . . . 2 . 8 8  

The am L l n t ~  c t ~ : x t a n ( l : n ~  aca~nst  the main p~miucers a5 worAcd 
out by the Iron and Steel Controller were st111 under reconciliation 
with the figures as worked out by the main producers In the case 
of Tatas the work of reconciliat~on was stated to have almost been 
completed except for some minor discrepancies which the hfinls- 
try expected would bc recnnclled and settled soon The reconcilla- 
tion conducted In respect f I W  Indlan Iron and Steel L'olt1pin.v 
had brought out a discrepancy of about Rs 1.30 crores, the Iron 
and Steel Controller's accounts showing Rs. 1.08 crores as being 
due to Government from the firm, while thc firm claimed that an 
amount of Rs. 0.22 crores \vas due to it  from Government. The 
Arm had not furnished a statement showing the details of debits 
and credits appearing in its books in respect of the Fund, nor had 
il made available its book. of awounts representing the f\ill details 
of transactions with .the 3 'wd.  The Ministry had stated (January, 



1963), that an officer was being deputed shortly to visit Burnpur to 
finali'se the reconciliation. Pending a reconciliation of the accounts 
according to the main producers with the accounts maintained by 
the Iron and Steel Controller in regard to the amounts of surcharge 
payable to Government the main producers had been allowed t o  pay 
the amounts which they themselves admitted were due from them 
to the Steel Equalisation Fund. 

(ii) Amounts due f r o m  Controlled Stockists 

According to the provisions of the agreement entered ltlto by 
the Iron and Steel Controller with controlled stockists, payments 
became due to the Fund in cases of statutory revision in the price 
of steel; in such cases provisional payments were required to be 
made by the controlled sfcck-holders, with refereilce t g ,  tne stocks 
held by them on the date of revision, within 14 days from the date 
of receipt of the Iron and Steel Controller's bills in respect of price 
changes brought into effect from 11th June, 1956 and 16th May, 
1957 respectively and within 14 days from the date of the price 
revision in respect of price changes introduced after May, 1957. A 
test check of some cases involving pavments of about Rs. 15 lakhs 
had showed that there had been, on an average. a delay of nearly 
four months In making payments to the Fund. 

(b) Balance Sheet 
( i )  Sundry Debtors 

The year-wise analysis of the outstandings totalling Rs. 1373- 15 
lakhs against the Sundry Debtors as on 31st March, 1962 is shown 
below: - 

-. -. - ---. 
Year to vhich the Oustandings pertain r2mount (in lakhs of rupees 

--- -. - -- 
Prior to 1958-59 . 2 5 ' 4 5  
1958-59 . 8.64 
1959-60 . 43 '24 
1960-61 . 82-90 

1961-62 . . 1212.92 - ------- 
Against these outstanding~, recoveries had since been effected 

to the extent of Rs. 913.72 lakhs, leaving a balance of Rs. 45943 
lakhs (approx.) as on 31st December, 1962, the bulk of this amount 
being due from the main producers. It had been stated hy the 
Iron and Steel Controller that the outstandings were covered by 
the amounts due to the main producers on account of increase in 
retention prices allowed by Government in their orders issued in 
September, 1962. 



The amount of Rs. 1.16 crores outstanding against the re-rollers 
related to recoveries due on account of surcharge and revaluation 
.of stock on different dates due to increase in the  statutory selling 
prices. It had been stated that such outstandings were normally 
.adjusted against the counter-claims of re-rollers for freight trans- 
port charges etc. The amount had since been reduced to about 
Rs. 31 lakhs (December, 1962). 

The outstanding amount of Rs. 76 lakhs due from sundry parties 
on account of subsidy on imported steel had been brought down t o  
Rs. 54.90 lakhs (Approx.) on 31st December, 1962. 

(ii) Special Advances 
Special advances of Rs. 20.18 crores were S v e n  from the Equali- 

sation Fund to TISCO and IISCO during the period from 1954-55 to 
1957-58. These lnans were interest-free upto 30th June, 1958. From 
1st July,  1958, interest at the rate of 5 per cent per annum was 
chargeable on these advances but the recovery of interest had been 
postponed till a decision had been taken on the retention prices to 
be allowed to all main producers in Private and Public Sectors. 
Though the revised retention prices were fixed in September, 1962, 
no recovery of interest had so far  been made, and the mode of 
payment of the interest and repayment of Special advances was 
stated to be under consideration of Government (January, 1963). 

The representative of the Ministry stated that Raj Committee's 
Rcpor! was submitted in October, 1963 and now Government 
intended to take up the question of revising the constitution, scope 
and working of the  Iron anci Steel Equalisation Fund. Thc: Com- 
mittee enquired whether amounts outstanding from the main pro- 
ducers a s  worked out by the Iron and Steel Controller had been 
reconciled with the figures 2s rrorked out by the main p11)ducers. 
The representative of the Ministry stated that the counter claims 
h:ld been examined and the figures upto 31st March. 1962 had been 
reconciled. The latest position (May, 1963) indicated that some 
amount might have to be returned to the main producers. About 
the reconciliation of the transactions for 1962-63, the witness added 
that there was hardly any dif'fprence in their claims and tntr counter 
claims of the main producers. 

As regards the aq.ount tiue t*) the Fund from the re-rollels, the 
witness stated that ihe dctalls were as follows:- 
M/s Tin Plate Co. of India . . Rs. 67.  I 5 lakhs 
Mls Singh Engineering Works, Knnpur . . Rs. 11.22lakhs 
National Iron & Stccl Co Ltd. . . Rs. 7.901akhs 
J. &. K. Iron CL Stccl Co. Lcd. ' . Rs. - 5 . 9 3  lakhs ] 

'I'OTAL , . Rs. 92.20 lakhs 



The total amount outstanding was Rs. 101 lakhs, of which 
Rs. 92.20 lakhs was outstanding against four companies as  stated. 
above and about Rs. 9 lakhs against miscellaneous parties. Out of 
this amount of Rs. 92 lakhs, about Rs. 68 lakhs was out.ul,;tnding 
against Tin Plate  Co. who had a counter claim of a crore of rilpees 
against Government. In reply lo a question, the !.epresenl;~liv;! of 
the  Ministry stated that the ccldnter claim of Tin Plate  Co was one 
year  old. I t  was partly due t o   lie higher cost of tin as  the t l r ~  prices 
had risen and partly due  to excise duty which the Equalis ;~t~r;~? Firnd 
had to pay. 

The  Committee enquired about the latest position in regard to 
the  recovery of interest accrued as on 31st March. 1963 (Rs. 4.79 
crores approximately) on the special advances to TISCO and IISCO. 
The  representative of the Ministry stated that undm the special 
contracts with the companies neither the principal noI. the interest 
became payable till G o v e r ~ m e n t  fixed a special element i r ~  the  
retention price from which the  producers could pay hack the 
advances with i n t e ~ e s t .  Thr Tariff Commission had rcco~nmended 
an  element of Rs. 8 to be paid to the  producers but  Chvernment 
decided not to pay i t .  Therefore, under the  terms of agreement, 
although the interest should be paid. it could not he p i ' d  till Gov- 
ernment determined the special element in the prices. 

In reply to a question, it waa stated by the representatwe of the 
Ministry that the recommendation of Ta r~ f f  Commission was not 
manadatory but t he  contract entered into by Government w ~ t h  the  
companles was bindlng 

As regards payments due to the Equalisat~on Fund from con- 
trolled stockrsts as a result of the statutory revmon In the prices 
of steel on 2nd February. 19t;i and 30th Aprll, 1962, m e  wltness 
s tated that  Rs. 1.3 lakhs was  outstanding from them. The bills 
had been sent and they hoped rhat it would bc seltled soon. 

The Committee note that the Minister of Steel, Mines and Heavy 
Engineering announced in Lok Sabha on the 2nd March, 1964 that 
"now that freight equalisation will bc entrusted to the Joint Plant 
Committee and statutory control over price is abolished in the case 
aif bulk production, there is no further need to continue the operations 
of Equalisation Fund. Accruals to the Fund and payments from the 
Fund resulting from previous transactions will, however, have to 
continue". He added that Government had decided that as from 1st 
March, there should be no new transactions involving payment either 
to or from the (Steel) Equalisation Fund. The Committee trust, 
therefore, that the final settlement of the outstandings against the prm 
dncers etc. would be expedited. 



GENERAL 

Ministry of Finance 
Grants-in-Aid-Outstanding ~c!;/zscltion certtfimtes-P(1r.u 89, 

pnges 90-91. 
28. In respect of grants-in-aid sanctioned by Government to any  

public body o r  institution, the rules stipulate that  thc sanctioning 
authority should, before payment of grant-in-aid, insist. as far a s  
possible, on obtaining an audited statement of' accounts of t h e  body 
or institution concerned in order to ensure that any prc\,ious grant 
was spent fully for the purpose for which i t  was intt.nded. X ct?rti- 
ficate of utilisation of the gl-ant is required to  be furni.sneti b y  t h e  
sanctioning authority to the ilccountant General in every case of 
grant specifying that the grant has been utilised on the objects for 
which i t  was sanctioned; and ivhere the grant Xvas conditional. t he  
conditions have been fulfilled. 

The following statement given in the Audit Report indicates the 
delays which had occurred in the receipt of such certificates: 

'In lakhs of rupees) 
.. ~ . -  - . - - -- - . - .. - . - .- - ----. 

Period to No,  ot' 
which the utilisation 

Name of the Xlinistry grants ccrcificates .\mount 
relate outstanding 

at the end of 
Sept., ry62 

- ------ wpm--- 

Commerce and Industry . 
Community Development, Pan~hayati 

Raj and (:o-operation . 
Education , 
F i n ~ n c e  . 
1:ood and Agriculture . 
Health . 
Home Affairs . 
Works, Housing and Suppl!. . . 
Works, Housing and Supply (Dcpartmcnt 

of Rehabilitation) . 
Scientific Rcsearch Sr Cultiisi~l htliirs . 
Transport and Communications . 
Cabinet Secretariat . 
External Afidirs . . 



.Of the cases included in the above table, 666 cases covering an amount 
of Rs. 400 lakhs related to grants paid before April, 1959. 

During evidence, the representative of the under-mentioned 
Ministries stated the latest position of out.standing utilisation certi- 
ficates in respect of their Ministries as below: 

Ministry No. of utilisation certificates 
outstanding --------------------- 

Food and Agriculture . 7 
Health . . 531 
Transport . . 7 
Works, Housing and Rc!~abiiitarion 

(Department of K'orks ei Housing) . 1 4  
(Department of Kchabilitation) 72 (96 cases pertaining to edu- 

cational grants transferred 
to Ministry of Education) 

The Committee learnt from the witnesses that  in some cases 
further grants had been given to the institutions without obtaining 
the utilisation certificates for the earlier grants. The Committee 
enquired of the representatives of the Health Minis tn  as to what 
action had been taken on the standing order of Government to the 
effect that where utilisation certificates were not received within 
one year. further grants should not be given. He  stated that the 
voluntary organisations concerned had been warned to  this effect. 
In the beginning they had genuine difficulties as a result of which 
they could not furnish the certificates in time. To a question 
whether there wss any procedure of getting the grant refunded if 
the  same was not utilised, the Committee were informed that if the 
organisation was not working properly its non-recurring assets were 
taken over by the State Director of Health Services, accounts 
adjusted and further grants stopped. 

Referring to the grants given by the Ministry of Food and Agri- 
culture, the  C. & A. G. pointed out that in the case of Council of 
Gosamvardhan no utilisation certificate was given for 1956-57, 1957-58 
and 1958-59. Still further grants were given t o  the Instjtutjons in 
1961-62. With regard to the grants given by the Ministry of Works, 
Housing and Rehabilitation (Department of Rehabilitation), the  
Camptroller & Auditor General informed the Committee that utilisa- 
tion certificates for huge amounts had not been received since 
1955-56 and there were cases where the  institutions were given 
grants in subskquent years, although utilisation certificates had not 
been received in respect of the  previous years. 



The representative of the Ministry of Finance (Department of 
Co-ordination) stated in evidence that  in order to avoid delays fn 
submission of utilisation certificates, it was proposed to stipulate in  
the  sanction order itself that Audit certificates should be furnished 
before a particular date, failing which the Ministry would go into 
the matter further. The Committee take a serious note of delays in 
furnishing utilisation certificates by the grantees. I t  is regrettable 
that despite the instructions that where utilisation certificates were 
not received within the stipulated period, further grants should not be 
given, grants are continued to be issued to the institutions from whom 
utilisation certificates have been pending for the last several years. 
The Committee desire that the Ministry of Finance should review the 
position and take necessary remedial measures to ensure that further 
grants are not made to the institutions which default in submission of 
utilisation certificates in time. 

The Secretary, Ministry of Finance (Department of Economic 
Affairs) Informed the Committee that under the scheme of delega- 
?Ions most of the Financial Advisers did not refer 1,ac.k such cases 
o f  default to  the Finance Ministry but were dealing with them within 
?he Ministry concerned. The Secretary, however, agrced that there 
should be somewhat different procedure with regard to bodies getting 
larger grants from Government and suggested that it might be made 
a necessary convention to attach a Financial Adviser to such bodies 
and he should be made responsible to report to the Ministry of 
Flnance about administrative laxity or failure of financial procedure 
etc. 

The Conrmittee suggeqt that thc position in this regard should be 
stream lined by the Ministry of Finance so that Government are able 
to exercise proper checks and vigilance through the Financial Advisers 
attached to the autonomous bodies etc. receiving large grants. 

The Committee would also like to draw attention to their observa- 
tion made in para 4 of their 24th Report (Third Lok Sabha) regarding 
the need for compliance with the instructions issued by the Finance 
Ministry in February, 1960 laying down that assets created out of 
Government grant should not without the prior approval af the Gov- 
ernment be disposed oflencun~bered or utilised for purposes other than 
those for which grants hnd been sanctioned. The Committee hope that 
these conditions will be strictly enforced by the Ministries issuing 
grants. 

The Committee suggest that the feasibility of lnying down a general 
rule that all applications for grants from private organisations a) 



institutions should be processed through the State Govertmrent con- 
cerned, unless the institutions are of All India character and on the 
mpproved list drawn up by the Central Government, may bc examined. 

Outstanding At~dzt Objectm1x cold lnspectiorl Reports-Pclra 112, 
pages 128-130. 

29. (a) The  financial irregularities and defects in accounting pro- 
cedure noticed in Central audit a re  brought to the notice of the  
Departmental authorities through objection statements. Half-yearly 
reports of Outstandin? Audit Objections are also forwarderj h y  Audit, 
to the Administrative Ministries for taking neceswrg steps to 
expedite their settlement. The volume of outstandinq c+bjections 
relating t o  the 'period ending 19til-62 is indicated below: 

( i )  The number of outstwr;l!:lg objections was large in  the offices 
of the Ministries noted below and in their attached and subordinate 
offices: - 

Total So. Total No. 01' Amount 
of amount objections (Rs. lakhs) 

Ministries ohiections (Ks lakhs] raised 
relating prior to 
to the April. 
.\linktry 1959 

and their 
attached 

and 
subordinate 

offices 

Works, Housing & Supply . 85,876 7.2'0 25,93 1 2,222 

Transport 5( C;ornmunications I J ,642 826 1,949 5 4 
External AfFairs . . 14,612 431 3,247 69 
Food Agriculture . 5.501 208 868 6 o 
Home Affairs . 4,684 125 977 14 
Irrigation & I'o\ver . 1,943 83 5 56 27 
Health . 2,652 6 7 1,017 7 
Community Devclopment, 

Panchayati Kaj and Co- 
operation 2,965 67 292 8 

Information & Rroaticasting . 1,513 62 344 r 6 
Commerce & Industry' 3,324 57 479 9 
Education . 1,347 3 9 253 5 



(ii) The  following is a broad analysis of the  outstanding objec- 
tions:- 

Number ,4mount 
Nature of objections o f Rs. 

Items (In lakhs) 
-. - .---- ---- 

(a) Want of'sdnctioned estimates' 3293 15 3 3 407 
( h )  Exccss o \ w  sanctioned estimates %346 953 
( L , )  Want oi'detailcd contingent bills 5.062 272 
(d) Want of. stamped acknoivledgments or other 

documents etc. . 40,551 1,229 
. - - 

The entire expenditure in respect of which the detailed bills and 
vouchers art3 not submitted escapes audit scrutiny altogether for a n  
unusually long period 

(b)  O u t s l n n d i ~ : g  Inspect l o , ,  E,~poris.-The audit done in Central 
office is supplemented by local inspection. A11 important financial 
irre~!ulal~ities and cltfr?cts in initial accounts noticed during local 
audit and  inspections are included in Inspection Reports and ??nt to 
Departmental Officers for necessary action. Besides, copies of t h e  
Inspection Reports. half-yearly statement of Outstanding Inspection 
Reports arc  also forwarded to the Administrative Ministries. 

The names of the  Ministries wlth comparatively large outstand- 
ing< are shown below:- - -- --- -- A 

Ministries 

Year of Number of 
issue of outstandings 

the 
earliest Reports Items in 

outstanding Reports 
Reports 

Rehabilitation . . 1939-50 774 2,897 
Works, Housing and Suppl!. . . 19.17-48 708 4,741 
<;onimcrcc & Industry . 1952-53 622 3 -63 5 
Education . 1951-52 6 3  2,585 
Food & .\griculture . . 1947-48 532 2.379 
Homc ARairs . 1939-50 451 2,035 

External Aflhirs . 19.19-50 419 2,128 

e- - - ------ 
The Clommittee examined the representatives of the  Ministries of 

Jntcrnatlonal Trade Education, Inforn~at ion  and Broadcasting, Ex- 
ternal Affalrs, Food anti Agriculture, Development, Panchayati Raj 



and Co-operation, Home Affairs, Transport, Works, Housinq and Re- 
habilitation Health and Finance in regard to  the outs~antiing ob- 
jections and inspection reports relating to  their Ministries. 

The representative of the Ministry of International Trade stated 
that there were 706 audit objections and 237 inspection reports out- 
standing against the Ministry. All officers in the attached and sub- 
ordinate offices had been asked to intimate to the Ministry the latest 
position in respect of these objections every six months. Besides, 
monthly progress reports were submitted to the Ministry and, if 
necessary, the representative of the Ministry made on-the-spot in- 
vestigations and held meetings with the officers concerned to settle 
the audit objections. 

The representative of the Ministry of Education stated that bulk 
of the objections (794 cases involving Rs. 30 lakhs) were pending 
with the Education Departments of the Union Territories which 
were primarily responsible for the settlement thereof. A reference 
had been made to the subordinate Offices and the Union Territories 
for expeditious disposal of these cases. In a note submitted to the 
Committee, the Ministry have stated the latest position as 399 audit 
objections (involving Rs. 12.35 lakhs) pending with tho Union 
Territories and 70 objections (involving Rs. 2.70 lakh.5) u . ~ t h  the 
Ministry proper. 

Thc Secretary, Ministry of Informat~on and Broadcasting state 1 
that against the 334 objections raised beforc A p r ~ l  1959, only 50 
were now pendlng and the total number of outstand~ng case5 was 
1085 as on 30th June, 1963. He added that everv ef fo~ t ~c, is  hein 
made to dispose of ihe outstanding audit objcctioni as qulcklv a s  
possible, and that a Deputy Secretary had been put ~ncharg? of t h e  
work in accordance ~71th the instructions issued hy Govt~rnrnc .n?  111 

1957. 

The Secretary, Ministry of Food and Agriculture (Department of 
Food). stated that out of 577 objections pertaining t o  the Depart- 
ment of Food, the objections still outstandmg were 245. O u t  c ~ !  these, 
certain items pertained to settlement of accounts w ~ t h  Pakistan and 
other foreign Governments. As regards inspection reports. out of 370 
inspection reports containing 1256 paras, the number of reports still 
pending was 224 containing 575 paras. 

The representative of the Ministry of Community Development, 
Panchayati Raj and Co-operation stated that the bulk of the objoc- 
tions related to the Union Territories, out of which about 1600 ob- 
jections were sti'll pending. The number of objections pending 
against the main Ministry was only 94. 



The representative of the Ministry of Home M a i r s  stated tha t  
as against 8,080 objections outstanding as on  31st March, 1961, the  
number as on 31st March, 1962 was 4,684. Out of these 3,701 related 
to the Union Territories and 983 t o  other organisations. The present 
position was that 1,515 objections relating to Union Territories and  
714 relating to other organisations had been settled, leaving a balance 
of about 2,400. As against 620 inspection reports containing 3,136 
items outstanding as on 31st March, 1961, the figure as on 31st 
March, 1962 was 451 reports containing 2,035 items. Out of these 55 
inspection reports containing 568 items had been settled. Again, 
the  bulk of the items related to the Union Territories. To enable 
the Ministry to watch the disposal of the  audit objections and to 
check up  the delay in this regard, the Union Territories were requir- 
ed to submit two-monthly reports. 

The Secretary of the hlinistry of Transport stated that out of 
11,642 objections pertaining to the Ministry of Transport and Com- 
munications 1772 related to the Ministry of Transport proper, of 
which all except 427 had since been settled. 

The representative of the Ministry of Works, Housing and Re- 
habilitation (Department of Works and Housing) stated that  out of 
84,396 objections against the Department, the number outstanding 
was 34,891 as on 30th November, 1963. On being asked the reasons 
for the delay in the settlement of objections, the Chief E n s n e e r  
stated that normally Audit placed an item under obje&ion for want 
of sanctioned estimates. The Divisional Officers indicated the refer- 
ence to the estimates, but u ~ t : l  the papers were linked u p  in the  
Audit Office, the objections were kept pending . He adcieri that in 
respect of old cases linking of relevant papers was difficult. but with 
the co-operation of Audit special teams of officers were constituted 
to liquidate the arrears and they were able io bring down the figures 
substantially. 

The representative of the Ministry of Health stated that the  
bulk of the oustanding audit objections had been settled. Steps were 
being taken to clear the remaining arrears of about 600 or 700 nb- 
jections as early a s  possible. 

In a note submitted by the Ministry of Esternal M a i r s  it has 
been stated that 3125 audit objections relating to the Ministry (in- 
volving Rs. 31.46 lakhs) and objections involving Rs. 167.07 lakhs 
relating to the Tribal Areas and Naga Land were still outstanding. 
Besides, 521 inspection reports relating to the Ministry and 997 re- 
lating to the Tribal Areas and Naga Land were pending. 



The representative of the Ministry of Finance (Department of 
Expenditure) stated that quarterly meetings were held where the 
audit objections were brought to the notice of each of the concerned 
officers of the various Ministries. With regard to the specific audit 
objections numbering 32.315 involving an amount of Rs. 3,407 lakhs 
spent without sanction, t h e  Secretary, stated that the Ministry of 
Works, Housing and Ht.habilitation was setting up a special unit to 
go into t h e w  cases a n d  issue necessary sanctions. 

The Committee have in their previous Reports emphasised the 
need for prompt clearance of outstanding audit objections and ins- 
pection reports. They regret to find that the position in respect of 
some Ministries continues to be unsatisfactory. Determined efforts 
are, therefore. called for to dispose of old objections and avoid their 
accumulation in future. The Committee note that orders were issu- 
ed by Government in 1957 that the Ministries should designate a 
Senior Officer to deal with audit objections with a view to ensuring 
their pron~pt dispoml The Committee desire that such of the Minis- 
tries as have not designated a Special Officer for the purpose should 
soon take necessary action in the matter. The Committee also sug- 
gest that a procedure should be laid down to pick up for disposal 
more important objections which call for early settlement and which 
might otherwise involve possible loss to Government. 

NEW DELHI: MAHAVIH 'ik AC: I .  
March 30, 1964. Chclirwicn,  
Chaitra 10. 1886 (Saka) Public Acco~ints Corn jnittee. 



APPENDIX I 
Summary 4 nuin conclusiom/Recommendati~~ 

S. No. Rua No. of MinistrylDeptt. Conclusions/Recommendations 
Report conmned 

I 2 3 4 

I 4 Finance While the Committee appreciate that the annual estimaies have 
to be framed keeping in view the Plan targets, they feel tnat there 

Ministrics is all the mope reason, to see that the estimates include provision for 
such schemes only as are mature enough to be taken up for execu- 
tion and th& the administrative machinery is fully geared up to 
achieve the targets. The estimates must also take i n t ~  consideration 
the difllculties that are likely to be encountered in execution. Large 
savings clearly show that there i s  failure to spend usefully the 
funds to the extent anticipated. The Committee especially feel con- 
cerned to note the increase in the percentage of savings from 6.7% 
(Rs. 500 crores) in 1960-61 to 11.9% (Rs. 888 crores) in 19614. 
Such a situation calls for the need for better budgeting particularly 
in the matter of avoiding provision for immature schemes and for 
greater drive to achieve the Plan targets without overlooking the 
need for economy and financial regularity. 

Finance In para 6 of their 8th Report (Third Lok Sabha), the Committee 
had expressed concern over the continuance of savings in the schemes 

'lPnning executed by the State Governments and had desired that the system 
should be reviewed with a view to providing for realistic estimates 
in this behalf in the bud@ placed before the Parliament. The Con- 



I 2 ,  3 4 
mittee desire that this matter should be examined in consultation 
with the Planning -Commission and the States and steps taken to 
remedy the present position under which the States fail to utilise 
the provision made for development schemes in the Central budget. 

The Committee feel concerned at the shortfall of expenditure to 
3 7 Information* Broadcasts the tune of Rs. 3-03 crores (61.2%) in regard to installation of trans- - 

Finance mitters. While they note the difficulties in acquisition of lands 
through the State Governments, they suggest that in such cases, only 
a token provision should be included in the original budget estimates 
to cover the preliminary expenses and for other initial outlay which 
could be definitely foreseen and a supplementary grant should be 
obtained later, if necessary. s 

F O O ~  & Agriculture The Committee regret to note that although the Department of 
(Fad Food decided to curtail import in October, 1961 and informed the 

-- Finance Ministry about the saving in November, 1961, the amount Finance was not amemded till March, 1962. 
Food, Agriculture (i) The Committee are not satisfied with the explanation given 

for the Savings under some Grants relating to Deptt. of Agricul- ---- 
Finance turc. The instructions issued by the Ministry of Finance in 1955 

pursuant to the recommendation contained in the 8th Report of the 
Committee (w lndr &&ha) should have been followed in the 
present cases. The Committee hope that such cases will be avoided 
in future. 

(ii) Another point to which the Committee wish to draw atten- - 
tion is that at present there are a number of Research Institutes for 



various commodities under the Department of Agriculture, viz., 
Indian Agricultural Research Institute, Central Rice Research Insti- 
tute. Central Potato Research Ins?jtute, Central Arid Zone Research 
Institute, Soil Conservation Research and Demonstration Centres, 
Institute of Agricultural Research Statistics and Indian Grassland 
and Fodder Research Institute. At the instance of the Committee, 
the Department of Agriculture have furnished a note to the Com- 
mittee stating the various researches carried out by these Institutes 
and how far these researches have helped in the development of 
agriculture. The Committee feel that instead of having a multi- 
plicity of Research Institutes, the Ministry should examine the feasi- 
bility of merging some of them in a single Institute with research 
stations spread over the various parts of the country, with a view to 
effecting economy in expenditure on establishment and securing 
better planning and co-ordination of research programmes. 

Education The Committee suggest that before including various schemes in -- the budget, the availability of foreign exchange for the purpose Finance should be ascertained in consultation with the Ministry of Finance 
well in advance. Where the availability of foreign exchange for 
schemes was doubtful. only a small povision should be included in 
the original budget and supnlementary grant obtained as and when 
the foreign exchange becomes available. 

Health (i) The Committee expected greater expedition on the part of 
the Institute in securing a change in design when they had their 
own Building Committee and an engineering unit to  deal with the 
architects. They are surprised to note that construction of Ward 

-. - -- block could not commence at all during the year. 



(ii) The Oaaaaat#eo hapa that in the background of the experience 
gained in 1961-62, there would be closer budgeting during the sub- 
sequent years. They also desire to emphasize the necessity of con- 
stant review to watch whether results achieved are commensurate 
with the expenditure incurred on Family Planning. 

12 S t d ,  Mines & Heavy En&eer- The Committee are surprised how the Finance Ministry agreed 
ing (Mines & Metals) with the view that funds could be provided for the purchase of 

Finance assets of the Jaipur Mining Corporation by re-appropriation without 
obtaining the sp>ecific approval of Parliament for the expenditure. 
The Committee note that the funds provided by re-appropriation in 
1961-62 had remained unutilised. Also, no specific provision for the % 
expenditure was made in the budget for 196263 and thus the 
opportunity for obtaining the specific approval of Parliament was not 
availed of. Since the purchase of the assets of the Corporation 
involved expenditure on a 'new service' in 1962-63 the Committee 
feel that this requires regularisation by Parliament, ex post facto. 
In para 82 of their 42nd Report (Second Lok Sabha), the Committee 
had discussed the manner of regularisation of expenditure on a 'new 
service' which may be disclosed after the end of the financial year. 
The Committee had expressed the opinion that as in the pre-Consti- 
tution days, such cases could be brought before Parliament for 
approval, without violating any of the provisions of the Constitution, 
by moving a resolution in appropriate terms and getting its approval 
ex post facto to the money spent on such items. The Committee 



regret to point out that the comments of Government on this recom- 
mendation have not yet been furnished to them. The Committee 
would like to urge on Govenunent to expedite their decision in this 
behalf and take necessary action in the present case. 

The Committee note the slow progress of settlement of the out- 
standing loans during the last three years i.e., on the 31st December, 
1963, 8249 outstanding loan cases involving a sum of Rs. 5-18 crores 
were pending settlement as against 11,682 outstanding loan cases 
involving a sum of Rs. 7.30 c m s  as on the 31st December, 1960 and 
that the establishment charges incurred on the realigation of these 
loans were about 10 per cent. The Committee would reiterate their 
earlier recommendation contained in sub-paras 9 and 10 of para 10 of 
their 7th Report (3rd Lok Sabha) that effective steps 
should be taken to expedite the recovery of the outstanding loans 
and with a view to ensuring an economic working of the Rehabilita- 
tion Finance Administration Unit, its establishment charges shculd 
be peri'odically reviewed in the light of the outstanding czsee, and 
suitable economies effected. 

Finance (Eco. Affairs) The Committee would like to refer to their earlier observation 
contained in sub-para 8 of para 10 of their 7th Report (Third Lok 
Sabha) to the effect that such irregularities as disclosed in 
the Audit Report presented a dismal picture of the manner in which 
the Administration was conducting its affairs resulting in avoidable 
loss of public money. The Committee hope that the Ministry of 
Finance will take such remedial measures as are possible at this stage 
to mitigate the losses. 

- . - - -. . - - 



I I 15 Finance @co. Affairs) The Committee take a serious note of the disregard of 
the prescribed procedure regarding storage of valuable by the 

Finance (Revenue) Supervisory OfEicers in not exercisizlg proper checks which facilitat- 
ed loss of confiscated currency notes and other securities amounting 
to Rs. 10,656. The Committee also regret the abnormal delay in 
completing the departmental inquiry. They hope that the depart- 
mental enquiry will be expedited and suitabIe punishment awarded 
to the guilty officer and to those who failed to exercise proper 
supervision. 

I 6 The Committee regret to observe that due to various adrninistra- 
I2  Finance (Econ. Affairs) -- - tive delays at different stages, 367 buildings rendered surplus as 

Fin,mce mevenue) early as' in January, 1955 could not be suitably disposed of for a con- 
siderable length of time. 119 buildings, were transferred to the 
Ministry of Health in Oct. 1961 and 222 buildings (book value 
Rs. 3- 44 lakhs) had to be written off in December, 1962. A sum of 
about Rs. 1-60 lakhs was spent on the Watch and Ward of these 
vacant buildings upto July 1962, and thereafter an expenditure of 
about Rs. 1350 p.m. was being incurred on this account. 

The Committee were informed that these buildings were offered 
to the Madras Government in December, 1955 and that the negotia- 
tions with that Government broke down as they offered only 
Rs. 34,000 against the estimated market value of Rs. 93,000. The 
Committee consider it unfortunate that this offer was not accepted 
and that the auction notices were issued only in December, 1963 for 



the first time. The Committee regret that so little progress should 
have been made in the disposal of buildings which had become sur- 
plus as early as in February, 1955-more than 8 years ago and consi- 
der that the responsibility should be fixed for failure to take appro- 
priate action at the different stages. The Committee would like to 
be informed of the final disposal of these buildings. 

Finance The Committee are sorry to note that there are continued delays 
in sending the pension cases to Audit m c e s .  With regard to the 
furnishing of particulars for settlement of Provident Fund balances 
also, the position is not satisfactory as will be observed from the 
Audit para. The Committee consider it extremeb unfair that the 
retirement dues of government senrants retiring after a long service 
of about 25 or  30 years should be delayed in this fashion. In this A 

connection, the Committee would like to refer to  their earlier recom- ca 

mendation contained in sub-paras 5 and 6 of para 46 of their 8th 
Report (Third Lok Sabha). In view uf the continuing unsatisfactory 
position in this regard, the Committee suggest that the government 
should appoint a Committee with a Senior M c e r  of the Comptroller 
& Auditor General and another Senior Officer of the Ministry of 
Finance to examine the various problems connected with the settle- 
ment of retirement dues and to streamline the entire procedure with 
a view to ensuring that the retirement dues are  paid promptly to 
avoid any financial hardship to the retiring government servants. 

I4 18 S t d ,  Mines &Heavy Engi- (i) The Committee are surprised to note that the final figures of 
neering (Mines & the Excise Duty collected during the year 1961-62 were made avail- --- 
Finance (Revenue) able by the Coal Board only in December, 1963 i.e. after 18 months -- 
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(after the end of even the subsequent financial year). The Com- 
mittee suggest that steps should be taken to improve the certifka- 
tion procedure and fix a time limit for the submission of the collec- 
tion returns of Excise Duty. This is all the more necessary in view 
of the statutory provision that the sum payable #by the Government 
to the Coal Board in any year should not e x 4  the net proceeds of 
duties of Excise collected in the precediolg financial year. 

(ii) The Committee suggest that Government should restrict pro- 
visional payments to the Coal Board to an amount which will be well 
within the recepits from Excise Duty during the previous year in 
order to avoid contravention of the provisions of the Act. 8 

Ig Steel, Mines & Heavy Engi- From the heavy accumulation of balances with the Coal Board 
neering (Mines & ~ e t a l s )  

Do. 

(Rs. 289 48 lakhs on 31-3-1962) it is obvious that the various schemes 
sponsored by the Coal Board have not been making progress as  anti- 
cipated. This needs looking into. The Committee also suggest that 
the amounts to be paid by Government to the Coal Board should 
be realistically assessed on the basis of actual requirements, so as 
to avoid such heavy accumulations in future. 

The argument advanced by the Ministry that grading and regard- 
ing of a colliery is an administrative matter without any financial 
implication so far as the Government and Board are concerned, is 
not convincing to the Committee. When higher prices are charged 
for the Coal purchased on the basis of the grade fixed erroneously 



such of the consumers as have no arrangements for independent 
analysis of coal samples may have to pay at a higher rate for coal 
of a sub-standard quality. Similarly various Government agencies 
who may purchase from the collieries are also likely to lose in the 
transactions. 

11 0. The Committee mnsider it unfortunate that there should have 
been inordinate delay in taking suitable action on the recommenda- 
tions of the T e ~ h n i c a ~  Committee appointed by Government in 
January, 1962 for looking into the question of grading and sampling 
of coal on a scientific basis. The Technical Committee gave its re- 
port in July, 1962, but action proposed to be taken on its recommen- 
dations has not yet been finally decided. In view of the accepted 
fact that the present system of grading and pricing of coal is un- 
scientific and irrational, the Committee hope that necessary steps 2 
to improve the position will be taken without further loss of time. 

I)o. The Committee suggest that in addition to the accounting checks, 
the question of introducing suitable administrative checks to ensure 
that the grants and advances involving large amounts given to the 
collieries are being utilised for the purposes for whi'ch they are being 
given may be examined. 

Do. The Committee suggest that delay in the recovery of instalments 
of principal and interest in respect of loans advanced to the Collie- 
ries should be avoided and that steps should be taken to avoid any 
accumulation of arrears in this regard. 

20 2r) Do. The Committee are of the view that in the absence of any damages 
being claimed from contractors for the delay in execution of con- 
tracts, the supply of steel may be quite uncertain and the contractors - 

24327 (Aii) LSb. 
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who are mainly concerned with the supply of imported articles, may 
tend to withhold supply when prices go up and make the supply later 
on when prices come down. In order to eliminate minimise the delay, 
the Committee recommend that some penalty should be imposed on 
the contractors for their failure to fulfil contracts within the specified 
time and suitable provision be made in the contracts. 

Steel, Mines and Heavy (ii) It was pointed out by the Comptroller & Auditor General 
Engineering during evidence that according to the Manual of Purchase Order of 

(Iron & D.G.S. & D. whenever it was decided to extmd the period of com- 
pletion of contract subject to recovery of liquidated damages for 
delay in supplies, the contractor must be given a warning to this 
effect in writing at the time of granting the extension and 
it would not +be correct to grant extension without any 
mention of the liquidated damages. The representative of the 
Ministry informed the Committee that the D.G.S. & D. Manual was 
not applicable to the Iron and Steel Controller's Organisation and 
they were guided by ordinary purchase rules of Government. The 
Committee feel that without any proper and uniform purchase p r e  
cedure, there are possibilitim of some lacuna being left in the con- 
tract. The Committee regret to note that the provisions of the 
manual of the D.G.S. & D. had not been folPowed without any record- 
ed reasons as to why they were considered inappropriate for the Iron 
and Steel Controller's Organisation. The procedure laid down in that 
manual was obviously evolved in the light of actual purchase experi- 



Do. 

ence over a long period of years and in the light of legal advice obtain- 
1 from time to tim*. The Committee desire that the Iron and Steel 

Controller's Organisation should either be guided by the D.G.S. & D. 
Manual with suitable modifications where necessary or they should 
prepare and publish their own manual. 

(iii) The Committee further desire that this matter regarding 
levying of liquidated damages be reviewed again with a view to 
safeguarding the Government's interest as regards delay and finan- 
cial losses. 

In reply to a question, the witness agreed to examine the pro- 
posal of inviting either open tenders or limited tenders for selection 
of handling agents. The Committee may be apprised of the decision 
taken in the matter. 

m 
W 

In the course of evidence, the Committee were informed that the 
question of making an ad hoc recovery from the controlled stockists 
on account of cost of packisng material had not been considered as  the 
controlled stockists had to incur certain expenditure on handling and 
opening of packages, etc. In the view of the Committee it is a nor- 
mal feature for purchasers to incur certain expenditure while taking 
delivery or opening packages. The Committee are surprised that for 
Steel which is paid for on the basis of the gross weight including the 
cost of packing material, the controlled stockists are allowed an un- 
due advantage by being required to pay only for the net weight and 
without making any payment for the packing material which they 
retain and can dispose of for an appreciable amount. They are, 



therefore, of the opinion that in order to make up the loss on account 
of packing material suitable recovery should be made from the con- 
trolled stockists. 

23 27 130. The Committee note that the Minister of Steel, Mines and Heavy 
Engineering announced in Lok Sabha on the 2nd March, 1964 that 
"now that freight equalisation will be entrusted to the Joint Plant 
Committee and statutory control over price is abolished in the case of 
bulk production, there is no further need to continue the operations 
of Equalisation Fund. Accruals to the Fund and payments from the 
Fund resulting from previous transactions will, however, have to 
continue". He added that Government had decided that as from 
1st March, there should be no new transactions invoking payment 
either to or from the (Steel) Equalisation Fund. The Committee 
trust, therefore, that the final settlement of the outstandings against 
the producers etc. would be expedited. 

2 4 2 8 Fianance (i) The Committee take a serious note of delays in furnishing 
utilisation certificates by the grantees. I t  is regrettable that des- 

Other hlinistries pite the instructions that where utilisation certificates were not re- 
ceived within the stipulated period, further grants should not be 
given, grants are continued to be issued to the 
institutions from whom utilisation certificates have been 
pending for the last several years. The Committee desire that the 
Ministry of Finance should review the position and take necessary 



remedial measures to ensure that further grants are not made to the 
institutions whch  default in submission of utilisation certificates in 
time. 

(ii) The Committee suggest that the p i t i o n  regarding Financial 
Advisers should be stream-lined by the Ministry of Finance so that 
Government are able to exercise proper checks and vigilance through 
the Financial Advisers attached to the autonomous bodies etc. re- 
ceiving large grants. 

(iii) The Committee would also like to draw attention to their 
observation made in para 4 of their 24th Report (Third Lok Sabha) 
regarding the need for compliance with the instructions issued by 
the Finance Ministry in February, 1960 laying down that assets 
created out of Government grant should not without the prior ap- 
proval of the Government be disposed of/encumbered or utilised for 
purposes other than those for which grants had been sanctioned. 
The Committee hope that these conditions will be strictly enforced 
hv the Ministries issuing grants. 

(iv) The Committee suggest that the feasibility of laying down 
a general rule that all applications for grants from private organisa- 
tions or institutions should be processed through the State Govern- 
ment concerned, unless the institutions are of All India character 
and on the approved list drawn up by the Central Government, may 
be examined. 

25 29 I ~ O .  The Committee have in their previous Reports emphasised the 
need for prompt clearance nf outstanding audit objections and ins- 

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



pection reports. They regret to find that the position in respect of 
spme Ministries continues to be unsatisfactory. Determined efforts 
are, therefore, called for to dispose of old objections and avoid their 
accumulation in future. The Committee note that orders were 
issued by Government in 1957 that the Ministries should designate 
a Senior Officer to deal with audit objections with a view to ensuring 
their prompt disposal. The Committee desire that such of the Minis- 
tries as have not designated a Special Oflticer for the purpose 
should soon take necessary action in the matter. The Committee 
also suggest that a procedure should be laid down to pick up for dis- 
posal more important objections which call for  early settlement and 
which might otherwise involve prwsible loss to Government. 



S1. 
No. 

29. 

30. 

31. 

32. 

33. 

34. 

35. 

36. 

37. 

38. 

39. 

40. 

41. 

(3- 

43 

Name of Agent Agency S1. NomedAgent Alterrg 
No. No. No. 

Law Book Corn any 
S e r  Patel J a rg ,  
Allahabad-I . 

Goel Traders, IOOC, 
New Mandi, Muzafhr- 
"agar . 

B. S. Jain & Company, 
71, Ahupura, Muzaffar- 
nagar . 

WEST BENGAL 

Granthaloka, 
511, Ambica Mookher- 
jee Road, Belgharie, 
2 4 P . n r g m  . 

M. C. Sarkar & Sons, 
(Private) Limited 
14, Bankim Chetterjee 
S met, Calcutta-12 

W. Newman & Corn any 
Limited, 3, Old &urt 
House Srrcet, Calcutta 

Thacker Spink & Com- 
P ~ Y  (1933) Private 
Ltd., 3, Esplanade, 
East, Calcutta-I. . 

Firma K. L. Mukho- 
padhayay, 6/1A, Ban- 
chharam Akrur Lane, 
C3lcutta-12 . 

DELHI 
Jain Book Agency, 

Connnught Place, 
New Dclhi . 

Sat Narain & Sons, 
3141, Mohd. Ali Bazar, 
MoriG:lte,Delhi . 

Atma Ram & Sons, 
Kashmere Gate 
Dclhi-6 . 

J. M. laina& Brothers, 
Morr Gate, Delhi . 

The Central News Agency, 
23/90, Connaught 
Circus, New Delhi . 

The English Book Store, 
7-La Connaught Cir- 
cus, New Delhi . 

Rama Krishm & Sons, 
16-B, Connaught Place, 
New Delhi . 

4. LPfrshmi Book Store, 
M-id d 

cw Delhi.. G p a d l ,  J 
45. %tab A4ahd (W. D.) 

Private Ltd., 28, 
Faiz Bazpr, Delhi . 

46. Bahri Brothers, 188, 
Laj t Rai MarLct, 
D X - 6  . . . 

47. J a m  Book Depot, 
" o P ~ N m K a  

48. Oxford Bock & Stationery 
Company, scindia 
Wouee, w t  
Phcc$NewDtIhl . 

50. Mehra Brothas, 5043, 
Kalkaji, New Dethi-19 

51. Dhanwantra Medical & 
Law Book House, 
1522, Lajpat Rai Mar- 
ket, Delhi-6 

52. The United Book %.? 48, Amrit Kaqr 
k&Paharganl.. New . . . 

53. Hind B k k  House, 
82, Jan Path, New 
Delhi . 

54. Bodrwtll, 4, Smt 
NaranlcPri Colony, ~!$YY. -PY . . 

MANIPUR 

55. Shri N. Chaoba Singh, 
News 
k d d  hd %& 
School, Anaa, Imphal. 

AGENTS IN FOREIGN COUNTRIES 

56. The Secretary, 
Establishment 

India House, Aldwych, 
LONDON,W,C-2 . 






