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INTRODUCTION

I, thc Chairman, Public Accounts Committec having been authorised by
the Committec, do prescnt on their behalf, this Eleventh Report on Union
Govcrnment Appropriation Accounts (1994-95)—Postal Scrvices.

2. Thc Committcc cxamincd thc Union Govcrnment Appropriation
Accounts of the Postal Scrvices for the ycar 1994-95 and audit obscrvations
thercon in the light of written information furnished by Department of
Post (DOP) and thc Ministry of Financc. They also took oral cvidence of
the representatives of DOP at their sitting held on 3 December, 1996 on
the subject matter. This Report was considered and finalised by the Public
Accounts Committcc at their sitting held on 9 April, 1997. Minutcs of the
sitting form Part II of the Rcport.

3. For facility of rcference and convenicnce, the recommendations of the
Committec have been printed in thick type in the body of the Report and
have also been reproduced in a consolidated form in Appendix-V to the
Report.

4, Thc Committcc would likc to cxpress their thanks to the officers of
Ministry of Communications (Dcpartment of Post) for the coopcration
cxtended by them in furnishing information and tendering cvidence before
the Committce.

5. Thc Committcc also placc on rccord their appreciation of the
assistance rendered to them in the matter by the Office of the Comptroller
and Auditor Gencral of India.

New Deui; DR MURLI MANOHAR JOSHI,
13 April, 1997 Chairman,
Public Accounts Committee

23 Chaitra, 1919(Saka)

* Not printed (One cyclostyled copy lnid on the Table of the House and five copies placed in
Parliament Library).

(v)



REPORT

UNION GOVERNMENT APPROPRIATION ACCOUNTS—POSTAL
SERVICES. 1994-95

I. Introductory

The Decpartment of Post (DOP) function under Ministry of
Communications. The primary responsibility of DOP is to provide postal
scrvices which include mail collection. processing and dclivery, sale of
postal stationcry, moncy orders, rcgistration, insurcd parccls ctc. The
Dcpartment also perform certain agency functions on behalf of other
Ministrics/Dcpartments of Government of India likc savings banks, othcer
small saving schcmes including Mahila Samridhi Yojana, Postal Lifc
Insurance, collection of Customs duty on Postal articles from abroad,
disburscment of pension to railway pensioncrs and family pension to the
familics of cmployces of coal mines and industrics covered by the
Employces Provident Fund Scheme, booking/transmission and delivery of
tclegrams ctc.

2. The annual Appropriation Accounts of thc Union Government in
respect of grant/appropriation for Postal Scrvices arc prcpared by DOP.
As in the case of othcr Appropriation Accounts of the Union Government,
thc Appropriation Accounts of DOP arc audited and ccrtificd by the
Comptroller & Auditor General of India who also submits Audit Report
thercon the President who, in turn, causcs them to be laid beforc cach
Housc of Parliament in terms of Article 151 of the Constitution.

3. After their presentation to Parliament. thesc annual Appropriation
Accounts and Audit Report thercon stand referred to the Public Accounts
Committce for cxamination under the provisions of Rulc 308 of Rules of
Procedurc and Conduct of Business in Lok Sabha.

II. Union Government Appropriation Accounts of the Postal Services for
1994-95

4. Thc Union Govcrnment Appropriation Accounts- of the Postal
Scrvices for the ycar 1994-95 were laid on the- Table of thc Housc on
17 July, 1996.

5. The results of cxamination by Audit of the aforcsaid Appropriation
Accounts of the Postal Scrviccs have been brought out in Chapter 2 of the
Report of the C&AG of India for the ycar cnded 31 March, 1995, No. 7 of
1996, Union Government (Posts & Tclccommunications).

6. In the succecding parts of this Report. the Committce have cxamined
the Union Government Appropriation Accounts of the Postal Scrvices for
the ycar 1994-95 and audit obscrvations thercon in the light of the written

1
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information furnished to the Committcc by DOP and the Ministry of
Financc and the oral evidence tendered before the Committee by the
rcprescntatives of DOP on this subject.

III. Financial allocation and utilisation

7. The following table gives a summary of the expenditure incurred by
DOP under Grant No. 14 during 1994-95 compared with the grant and
appropriation authoriscd for that ycar in the schedule appended to the
Appropriation Acts, 1994 passcd under Article 114 and 115 of the
Constitution of India.

(Rs. in crores)

Original Supplcmen- Total granV/ Actual Excess(+)
grant/ tary grant/ appropriation expenditure Saving(—)
appropriation  appropriation

Revenue

Voted 1975.13 120.98 2096.11 2129.70 33.59

Charged 0.01 1.00 1.01 1.00 (-)0.01
Capital

Voted 56.86 18.02 74.88 76.96 2.08
Total 2032.00 140.00 2172.00 2207.66 35.66

8. It would be secn from the abovc table that therc was an overall excess of Rs.
35.66 crores under Revenuc and Capital scctions of Grant N. 14 during the yecar
1994-95. In the light of the explanatory note furnished and the oral evidence
tendered by the represcntatives of DOP, the Public Accounts Committee have
already examincd the reasons for and circumstances leading to overall excess
cxpenditure in 1994-95 under Grant No. 14 and prescnted their Report on the
subject to Parliament on 20 Dccember, 1996 recommending regularisation of the
above excess expenditurc subject to certain obscrvations/recommendations.

IV. Budgeting and control over expenditure
(A) Large scale variations between sanctioned provisions and actual expenditure

9. The representative of DOP informed the Committee during evidence that the
overall cxcess expenditure incurred under Grant No. 14 in 1994-95 was mainly on
account of the mandatory and unavoidable payments required to be made by the
Dcpartment on salarics, overtime allowance, office expenses ctc., and that they did
not ge the moncy which they had asked for from the Ministry of Finance in 1994-
95. Thc Committcc’s examination of the relcvant Appropriation Accounts,
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however, revealed that therc were cascs of large scale variations between
sanctioncd provisions and actual expenditurc leading to excess cxpenditure
in the following sub-hcads duc to certain other reasons:

Sub-hcad Quantum of Rcasons attributed for excess
excess
(Rs. in crorcs)

Revenue Section

“Air” 1.14 Rcceipt of more claims than
anticipated

“Supcrannuation  and 1.66 Scttlement of more pension cases

Retircment than anticipated

Allowances”

“Family Pcnsion™ 2.40 Rcccipt of more cases than

anticipated

*“Post Cards, 7.77 Duc to clearance of previous bills
Envelopes, Stamps to Govt. Press, Nasik
ctc.”

Capital Section

“Postal Nctwork" 1.95 Escalation in the cost of
construction work to be completed
in thc wake of award of work
which could not be stopped duc to

contractual obligations/
complications
“Staff quarters” 2.82 Escalation in cost of construction

10. A scrutiny of the relevant Apporpriation Accounts also revealed that
the overall excess expenditure under Grant No. 14 during 1994-95 would
have been much more but for the substantial savings registcred by DOP
under various sub-hcads. In fact, there were savings of over Rs. 37 crorces
in 12 sub-hcads of Revenue section and of over Rs. 2 crorcs in one
sub-hcad of Capital Section. Details of thesc sub-heads are given in
Appendix 1. A further scrutiny of these cases disclosed the following four
prominent sub-hcads where the savings constituted 27 per cent to 98 per
ccnt of the sanctioned provision:
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Sub-Head Amount of Pcrcentage Rceasons for saving
saving of saving
(Rs. in to
crorcs) snctioncd
provision
Training 1.55 40.8 Lcsser number of training
programmes actually conducted
Rail 14.69 27.2 Less Claims preferred by
Railways
Other 2.87 97.9 Non-matcrialisation of
Expcnditurc Mcchanisation and
Modcrnisation schcmes  and
non-exccution/non-complction
of works than anticipatcd
Stationcry, 10.17 35.0 Rcceipt of less claims from

Forms Printing
Storagc and
Distribution

Governmcnt Press Nasik and
Hydcrabad than anticipatcd

11. It is also scen from thc Appropriation Accounts that the
supplemcntary funds obtaincd by DOP under Revenuc section of this
Grant in March 1995 had rcmaincd wholly unutiliscd in the following threc

sub-hcads:—

(i) ‘‘Accounts—Dircctoratc and Circle Offices” — Saving of Rs. 2.84
crorcs which constituted 114 pcr ccnt of supplementary grant of
Rs. 2.49 crorcs and was duc to non-materialisation of anticipatcd
cxpenditure.

(ii)) *“*Commuted Valuc of Pcnsions™ — saving of Rs. 2.94 crorcs which
constituted 293.53 per cent of supplcmentary grant of Rs. 1 crore
and was duc to less rcccipt of commutation cascs than anticipated.

(iii) *‘Gratuitics” — Saving of Rs. 1.62 crorcs which constituted 162.09
pereent of supplementary grant of Rs. 1 crorc and was duc to less
payments than anticipated.

12. The Committce's scrutiny also revcalcd following cases in Revenue
Scction where supplementary grants obtained in March, 1995 could not be
expended fully resulting in substantial savii

(i) Mahila Samridhi Yojana” — Saving of Rs. 3.57 crorcs constitutcd
43.3 per cent of the supplementary grant of Rs. 8.24 crorcs and was
duc to latc finalisation of inccntive scheme applicable to Postal staff
cngaged in the work.



(i) “Building cstablishment™ — Saving of Rs. 0.56 crore constituted
66.2 per cent of the suppicmentary grant of Rs. 0.85 crorc and was
due to less cxpenditurc than anticipated.

(iii) *‘Dispensarics” — Saving of Rs. 0.38 crore constitucd 94.3 percent of
thc supplcmentary grant of Rs. 0.40 crorc and was due to non-
rceeipt of bills from Government medicine supply depot.

(B) Persistent variations between sanctioned provisions and actual
expenditure

13. The Committee’s examination has also revealed several instances of
large scalc variations between sanctioned provisions and actual expenditure
in the previous year i.e., 1993-94. Somc of the notable activitics where
significant portion of the sanctioned provisions was not spent or where
moncy was spent significantly in excess of the provisions during 1993-94
arc given in Appendix-II. A comparative analysis of these cases of
variations in 1993-94 with those which camec to notice during thc ycar
under revicw disclosed that large scale variations between sanctioned
provisions and actual expenditure have been a recurring phenomenon in
the cascs of mechanisation and modcrnisation schemes, various sub-hcads
rclating to Pensions, Stationery and Printing, civil engineering storcs
suspensc, Postal nctwork and Staff quarters.

14. In their First Report (Eleventh Lok Sabha), the Committee had
observed that DOP had incurred and overall excess expenditure of Rs. 35.66
crores under Revenue and Capital Sections of Grant No. 14 operated by
them during 1994-95. The Committee’s detailed scrutiny of the relevant
Appropriation Accounts, however, revealed that the overall excess
expenditure under this Grant would have been much more but for the
savings of considerable magnitude registered by DOP under various sub-
heads during 1994-95. In fact, there were savings of over Rs. 37 crores in
12 sub-heads of Revenue Section and over Rs. 2 crores in one sub-head of
Capital Scction. Out of these, the savings under four sub-heads had
constituted 27 per cent to 98 per cent of the sanctioned provisions.
Significantly, there were three sub-heads under Revenue Section where the
supplementary funds obtained by DOP even at the fag end of the year in
March 1995 had remained wholly unutilised. In another three sub-heads,
supplementary funds obtained in March 1995 could not be expanded fully
resulting in savings ranging from 43 per cent to 94 per cent of the
supplementary grants obtained therefor. Distressingly, séveral instances of
large scale variations between sanctioned provisions and actual expenditure
incurred by DOP there against under various sub-heads had also occurred
during the previous ycar i.e. 1993-94. In the opinion of the Commottee,
these recurring instances of substantial variations under several heads of
accounts are clearly indicative of deficient budgetary exercise and poor
accounting information system prevalent in DOP. while expressing their
unhappiness over this poor state of affairs, the committee recommend that
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DOP should revamp their existing budgetary and accounting information
system so as to put them on proper footing. They also desire that
appropriate action should be taken in future in all those cases where
responsibility for framing budget estimates accurately or controlling the
expenditure has not been discharged properly.

15. The Committee are particularly concerned to note the failure of DOP
in containing cases of excesses or savings even under the sub-heads relating
to Pensions. While DOP incurred an excess expenditure of Rs. 1.66 crores
and Rs. 2.40 crores under the sub-heads ‘‘Superannuation and Retirement
Allowances and “Family Pension’ respectively in 1994-95, there were
savings to the extent of Rs. 2.94 crores and Rs. 1.62 crores under sub-heads
*‘Commuted Value of Pensions’® and ‘‘Gratuities’” during that year. In the
opinion of the Committee, this state of affairs present a very dismal picture
of the manner in which DOP prepared their expenditure estimates for the
pensions payments for which precise requirement of funds could always be
accurately worked out by maintaining proper data on retired and retiring
officials. At this stage, the Committee can only hope that concerted efforts
would now be made by DOP to collect and co-relate the requisite data on
scientific lines so that their expenditure estimates on this account do not go
awry as had happened in 1994-9S.

The Committee also feel that the trends of savings in sub-heads like
“Training” and ‘‘Mechanisation and modernisation schemes’ not only
reveal inadequate planning and poor performance but also adversely affect
the customer service and postal system in the country. The committee trust
that DOP would at least now gear up thelr machinery with a view to
efficiently utilising the funds sanctioned by Parliament for specified services.

(¢) Rush of Expenditure

16. In terms of Note 3 under Rulc 69 of General Financial Rules, rush
of cxpenditure particularly in the closing months of the financial year shall
be rcgarded as a breach of financial regularity and should be avoided.

17. During cvidence, the committce enquired about the pattern of
cxpenditure in each quarter of the financial year 1994-95 with particular
reference to rush of expenditure in the closing months. In his reply, the
sccretary (DOP) stated:—

*It is not thc usual, formal feature. Thcre can be rush because Indian
Airlines prescnts bill in December or in January and you have to
clear it. So also with forcign airlincs. In such circumstances, certain
commitments arc made for ‘thc modernisation of post offices, wheie
we have installed computer machines. Some payments may have to
bec madc in this context.”

18. At the instance of the Committee, DOP furnished a post-evidence
written notc on their flow of cxpenditure in 1994-95. An analysis of the
cxpenditure figures given in that note brought out the following picture in
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rcgard to the quarterly expenditure incurred by DOP during 1994-95:—

Quarter Percentage to total expenditure
ending

Revenue Capital Plan  Non-plan
Junc, 1994 19.91 19.93 19.82 19.92
Scptember, 1994 23.46 24.73 26.82 23.37
December, 1994 26.86 13.27 14.02 26.87
March, 1995 29.77 42.07 39.34 29.84

100.00 100.00 100.00 100.00

19. In their note on this aspect, DOP stated that the schemes/projects in
Plan scgment had taken shape at the fag end of the year and the bulk
paymcnts were madc after the complction of the projects. On Non-plan
sidc, the expenditure on account of additional instalment of DA was stated
to have becn made in July, and October and bonus paid in October 1994
which accountcd for the incrcase in the quarter ending December, 1994
and March, 1995. DOP also stated that in view of the aforesaid factors, the
rush of expenditurc at the fag cnd scemcd practically non-existent in
Revenue side whereas the rush was inescapable in Capital side.

20. In another note, DOP also stated that the initial Plan outlay of Rs.77
crores in 1994-95 was enhanced to Rs. 92 crores at RE stage and the funds
under RE were madc available to the Department only in the first weck of
Fcbruary, 1995 with the result that expenditure incurred towards the end
of the financial ycar was higher in comparison to the preceding months.

21. The Committee’s examination of the pattern of flow of expenditure of
DOP in each quarter of the financial year 1994-95 revealed that the
percentage of expenditure incurred by the Department in the last quarter of
the year was highest both in the Plan and Non-plan segments of Revenue
and capital sections of the Grant. The Committee have been informed
during evidence that it was not the usual feature and that there could be
rush of expenditure due to certain labilities arising out of delay in
presentation of bills by Airlines etc. DOP also stated that bulk payments on
Plan side were made after the completion of the projects which had taken
shape at the fag end of the year. The Committee do appreciate these
practical difficulties experienced by DOP in this regard particularly when
enhanced funds in Plan segment were made available to them only in
February 1995. They are however, unable to comprehend how the
expenditure incurred in the months of July and October 1994 in Non-plan
segment for making payments of instalments of DA and bonus actually
accounted for the increase in the quarter ending March 1995 as stated by
DOP. Evidently, there was complete absence of a proper system of timely
accounting of expenditure in DOP which resulted in booking of heavy
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expenditure in the last quarter of the year even for the items which
pertained to earlier quarters. The Committee, therefore, desire that efforts
should be made to reduce the time lag between the incurring of
expenditure and its accounting with a view to avoiding booking of heavy
expenditure in the closing months of the year in contravention of
prescribed financial rules. Steps should also be taken to identify the areas
where schedules could be laid down for timely receipt of bills, payment
and accounting thereof in the particular month in which such expenditure
was incurred.

V. Operating results
22. The growth of revenue expenditure vis-a-vis receipts and the

operating ratio of DOP for the last three years ending 1994-95 are given
below:—

Ycar Revenue Revcnue Revenue Operating
Reccipts Expenditure Deficit ratio (%

of expendi-

ture to

receipts

1992-93 1074 1166 92 108.6
1993-94 1105 1312 207 118.7
1994-95 1170 1522 352 130.1

It would be secen from above table that the revenue deficit of DOP had
been steadily increasing over the year.

23. At the instancc of the Committcc, DOP furnished note on their
revenuce  gencration through postal scrvices and agency functions
performed by them. A scrutiny of this notc revealed that out of 23
scrvices provided by thc Department, the revenue generated in respect of
only six scrvices was adcquate for covering the respective cost of
opcration. In respect of remaining 17 scrvices, the revenue generated was
low and did not even cover the respective cost of operation. According to
DOP, the clecment of subsidy in thesc 17 services ranged from 0.26 per
cent of the cost as in the case of telegraphic money order to 92 per cent
in the case of post-card.

24. In thcir note, DOP also stated that while revision of tariff in
respect of majority of the services took place more than six years ago,
thc pricc of post-card had remained unchanged since May, 1974.
Similarly, thc postage rates for registered newspapers and the rate of
commission for Indian Postal Order had remained unchanged since
January, 1987. According to DOP, their budget had been consistently
showing large dcficits becausc even the respective increase in rates had
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not been adequate to cover the cost of opcration at the time of rcvision
of tariff rates. The details of such postal scrvices where the revenue
gencrated did not cover the respective cost of operation as intimatcd by
DOP arc given in Appendix III to this rcport.

25. According to DOP, there is also wide disparity between the
revenue received and the actual cost of operation of certain agency
functions bcing performed by thcm on behalf of certain Ministrics
Dcpartments. The dctails of such agency functions without adcquate
remuncration arc given in Appendix IV to this Report.

26. In this contcxt, an cxtract from thc letter dated 29.5.1995 from
thc JS&FA in DOP addressed to thc Additional Sccrctary (Budget) in
thc Ministry of Finance is rcproduced below:—

“This is rcgarding rcmuncration paid to thc Dcpartment of Post by
thc Ministry of Finance on account of agency functions. The
rcmuncration ratc per transaction as fixed in the ycar 1992-93 is
Rs. 9.52 for Savings Bank transaction and Rs. 12.14 for Savings
Certificate transactions. You arc, no doubt, awarc that an Expert
Committce has been constituted with the Chicf Adviser (Cost) as
the Chairman for going into the rate per transaction. Till thosc
rccommendations become  available, thc normal practice is that
these rates are increascd by 10% cvery ycar and the rcmuncration
claimed from Ministry of Finance. This is bascd on a dccision of
thc Committce of Sccrctarics. The total amount thus claimed in
the Reviscd Estimates 1994-95 wus Rs. 917.23 crores (Rs. 600.27
crorcs for current ycar + Rs. 316.96 crores as arrcars). But
amount to the cxtent of Rs. 498 crores was only accepted in R.E.
1994-95, as conveyed vide the letter No.F.9/5/94/NS.11 dated 3.1.95.
It may bc scen therefrom that the accepted cstimate in R.E.
1994-95 is cven lcss than the approved amount of B.E.1994-95 to
the cxtent of Rs. 38 crores. This reduction in the recoverics would
only lead to increase in the deficit to that cxtent. This will not be
reflecting the correct. position of inter-Ministry adjustment which
could become a point of audit criticism.”

27. The Committcc also cnquired from the Ministry of Finance
(MOF) ubout the remuncration paid by them to DOP for agency
functions. In their notc, Ministry of Financc statcd that paymcnts for
agency functions like Post Officc Savings Scheme ctc., made to DOP
from April 1988 to March 1993 werc based on the rccommendations of
an cxpert group. According to MOF, a ncw cxpert group on
remuncration for the agency work ctc. was constituted in November
1994. The said committce has since submitted its rcport which is stated
to be presently under considcration. Mcanwhile, payment cffective from
April 1993 to DOP for thc agency function is being madec on a
provisional basis.
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28. DOP also informed the Committec that no commission was being
paid to them by the Statc Governments for the sale of revenue stamps
which werc obtained from Statc Trcasuries on advance cash payment and
sold at the Post Office counters.

29. The committee’s examination of the operating results of DOP Revealed
that the revenue deficit of the Department had steadily increased to Rs. 352
crores in 1994-95 as against the deficit of Rs. 207 crores in 1993-94 and
Rs. 92 crores in 1992-93. According to DOP, their increasing deficit was
mainly attributable to lower tariff rates of certain postal services fixed long
hack and also inadequate remuneration paid for agency functions being
performed by them on behalf of certain Ministries/Departments of
Government of India. Considering the fact that the Postal Department has a
wider and infrastructural role to play in providing much needed postal
facilities in rural arcas, the Committee are of firm view that a time has
come when Government formulated a definite policy on the question of
budgcetary support to DOP for the services being rendered by them in the
social sector. The Committee are also of the view that DOP should not be
denied their legitimate dues particularly in respect of the cost incurred in
performing certain agency functions assigned to them. Considering the fact
that 1evised rates for some such agency functions have since been calculated
hy Department of Posts’Committee set up by the Ministry of Finance, the
Committee believe that DOP would now effectively take up the matter of
revision of agency charges with the Departments concerned so as to meet
their cost of operation of agency functions. The Committee trust that
Government would ensure that the Ministries/Departments availing agency
services respond to the requirements of DOP in a positive manner.

In this context, the Committee regret to observe that while the annual
Budget 1997-98 proposed hike in rates for certain postal articles, nothing
concrete was done by Ministry of Finance to expeditiously revise the rate of
remuneration payable to DOP for agency functions in pursuance of the
recommendation made by an expert group constituted for the purpose. The
Committee desire that the issue of re-fixing the level of remuneration for the
zgency function may be expedited in order to enable DOP for expansion of
postal network particularly in rural areas, satisfying customer needs,
improving quality of service, upgradution of technology, more efficient mail
management, ameliorating the conditions of extra departmental employees,
maintenance and renovation of dilupidated buildings, venturing into new
areas of operations etc.

(VD) Losses
(A) Defalcations or loss of public money

30. The Appropriation Accounts of DOP brought out that 2735 cases of
dcfalcations or loss of public moncy amounting to over Rs. 3.95 crores
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camc to noticc in 1994-95. The following table gives details of such
cascs:—

(Rs. in lakhs)

Sl Particulars of Frauds No. of cases Amount Amount
No. & Losses involved recovered
1 2 3 4 5
1. Savings bank frauds 763 140.20 57.03
2. Post officc certificatcs frauds 96 84.83 33.30
3. Moncy orders frauds 360 30.39 7.47
4. Insured articles frauds and 705 28.10 3.19
losscs
5. Misccllaneous frauds and 811 111.87 26.10
losscs
Total 2735 395.39 127.09

31. An analysis of these cases as given in thec Appropriation Accounts
revealed that responsibility could not be fixed in 756 cases involving
Rs. 0.40 crore i.c. about 10.13 per cent of total loss. In reply to a question
as to why responsibility could not be fixed by DOP in these cascs, the
Sccretary (DOP) stated during evidence:—

“Where the casc has gone for cnquiry by police, the police submits
the report first whether that casc is true or not. If there is no cluc
and if thc court acquits, then thc responsibility cannot be fixed.”

32. It was also noticed from the Appropriation Accounts that the
cmployces of thc Dcpartment were responsible for 1670 cases involving
Rs. 3.10 crores which represcnted 78.48 per cent of the total loss reported
during the ycar. Of this, DOP could not recover Rs. 1.91 crores which
constitutcd 61.6 pcrcent of the loss caused by the Departmental
Employces.

33. Expressing the proccdurc adopted by DOP in cases where
dcpartmental cmployees are involved in defalcations or loss of public
money, the Sccrctary (DOP) stated during evidence:—

“We have to give sufficicnt time to cvery employee when we charge-
shcet under Rule 14. There is a dctailed procedure laid down. I will
not deviate from the procedure. Otherwise, it will be struck by the
court. If it is a case of minor penalty, we can conduct the enquiry and
award punishment. But if it is a case of major fraud, I will have to
charge-shecet the concerned delinquent employec under Rule 14 which
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requires appointment of Inquiry Officer, Presenting Officer, taking
cvidence of all the witnesses, prosccution witness etc. Then we will
pass nccessary orders. That takes a long timc. Sometimes, the official
will not present himsclf. He will scck adjournment. So this procedure
is a cumbcrsome onc and there is no way to get rid of it.”

34, In their subscquent writtcn note, DOP also stated that the
Department did not have cnough full time Inquiry Officers who could be
cntrusted with the job of conducting cnquirics. It was also stated that such
work was cntrusted to departmental officials in addition to thcir normal
dutics.

35. The Committee are disturbed to find that as many as 2735 cases of
defalcations or loss of public money due to various frauds etc., came to
notice in DOP during 1994-95. Of these, the departmental employees alone
were found responsible in 1670 cases involving Rs. 3.10 crores which
represented 78.28 per cent of the total loss reported during that year. What
has caused further concern to the Committee is the fact that DOP could not
recover Rs. 1.91 crores from their own departmental employees which
constituted 61.6 per cent of the loss caused by them. Since services of postal
department are generally availed of by the larger segment of society in the
rural areas particularly for the purposes of money orders and savings bank
accounts, the Committee view involvement of departmental employees in
perpetrating frauds on the public money as a serious matter warranting
immediate attention and remedial measures. In the opinion of the
Committee, DOP should not content themselves merely with instituting
inquiries against the officials concerned but should also make concerted
efforts to plug the loopholes in the system failures which help in
commissioning of such frauds. The Committee are not inclined to accept the
plea made by DOP about shortage of full time Inquiry officers in their
Department and they consider it imperative that all cases of loss of public
money sustained by Government through defalcation or negligence should
not only be promptly taken up for investigation but departmental
proceedings also instituted and completed expeditiously. The Committee are
in no doubt that prompt and conclusive action in such matters will not only
act as deterrent but also facilitate recovery of pecuniary loss caused to
public exchequer. The Committee trust that DOP will now make every
endeavour to eliminate incidence of loss of public money by devising
adequate ways and means to deal with promptly and severely against the
officials found guilty of such acts.



13

(B) Loss of stores

36. The Appropriation Accounts also rcvealed that loss of stores in DOP
during the three ycars ending 1994-95 was as under:—

Year No. of cases of Amount
loss of stores (Rs. in lakhs)
1992-93 31 12.64
1993-94 116 8.41
1994-95 52 60.00

37. An analysis of these losscs as given in the Appropriation Accounts
also discloscd that the amount of loss due to theft had increased in 1994-95
in comparison to thc preceding year 1993-94 as indicated below:—

Ycar Amount of losses due to theft
(Rs. in lakhs)

1993-94 4.62
1994-95 29.98

38. The Committee also feel distressed to find a steep increase in the
quantum of amount involved in loss of stores which stood at Rs. 60 lakhs in
1994-95 in comparison to the preceding years 1993-94 and 1992-93 when
such loss was only Rs. 8.41 lakhs and Rs. 12.64 lakhs respectively. The
Committee’s examination also revealed that the amount of loss of stores due
to theft had also increased to Rs. 29.98 lakhs in 1994-95 from Rs. 4.62 lakhs
in 1993-94. Obviously, the situation is going from bad to worse and it is
high time that DOP took effective steps to prevent recurrence of such
incidences. The Committee therefore, desire DOP to carry out a detailed
analysis of al cases of loss of stores in 1994-95 with a view to devising
suitable procedures to overcome such losses. The Committee would also like
to emphasise that all efforts should be made to recover the amount lost
particularly in those cases where the laxity of supervision is proved.

(VII) Response to audit
(A) Non-setlement of Audit observations

39. Tt is also noticed from the Appropriation Accounts of DOP that 4565
audit observations raiscd during the period from 1976-77 to 1993-94
involving an amount of Rs. 33.02 crores were pending settlement at the
cnd of May, 1995. Of thesc. 147 cascs involving an amount of Rs. 25.50
crorcs werce pending scttlement becausc of non-receipt of vouchers.

40. The Committee are extremely unhappy to find that as many as 4565
audit objections involving an amount of Rs. 33.02 crores were pending
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settiement in DOP at the end of May, 1995, Distressingly, some of these
outstanding audit observations related to the period commencing from 1976-
77 and could not be cleared even after a lapse of nearly 20 years. What is
still more amazing is the fact that an amount of Rs. 25.50 crores i.e., 77.2
per cent of the total sum involved n audit objections was pending settlement
on account of non-receipt of vouchers alone. The Committee view this
situation with grave concern and feel convinced that DOP had displayed
casual and dilatory attitude in settling the aduit objections raised from time
to time. The Committee therefore, recommend that urgent and effective
steps under a time bound programme should be taken to expeditiously
reduce the number of outstanding audit objections particularly those
pending for over two years. They also desire the Finance Wing of DOP to
introduce a system of obtaining a quarterly statement from their Circles
showing the progress made by them in disposal of pending audit
observations and ensure that these are not again accumulated in future.

The Committee would also like to be apprised of the specific
improvements made in this direction.

(B) Replies to Audit Paragraphs

41. The Committce's cxamination also disclosed that DOP had not
replicd to Audit in time in respect of the four paragraphs included in
chapters 3 and 4 of the relcvant Report of the C&AG for the year ended
31 March 1995. On bcing enquired about the reasons for the same, the
Sccretary (DOP) deposed during cvidence:—

“It was dclayed because we have to collect data from the units.”

42. On being pointcd out that the rclcvant replies were still pending, the
Sccretary (DOP) stated:—

e There would be no further dclay, I can assure you, Sir.”

43. During evidence, thc Committcc also desired DOP to furnish a note
indicating thc rcasons for declay in submission of replics to the Audit and
the action proposed to be taken by the Department against officials found
responsible for lapscs in this regard. Subscquently, DOP furnished a note
giving dctails of their correspondence with the Audit and the present status
of submission of thc action takcn notes on the audit paragraphs under
reference. The note furnished by DOP was however, silent on the aspect
of action taken against the officials found lacking in timely submission of
rceplics to the Audit.

44. The Committee are equally perturbed to find that DOP failed to reply
to the Audit in time in respect of four paragraphs Included in the relevant
Report of the C&AG for the year ended 31 March 1995. During evidence,
the representative of DOP informed the Committee that replies were
delayed because they had to collect daia from their field units. The
Committee are not inclined to accept this plea of the Department in view of
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the fact that there are atleast three occasions prior to receipt of draft audit
para whereby the Department get sufficient opportunity to examine and
respond to audit objections raised therein. What has disturbed the
Committee more is the silence maintained by DOP in regard to the action
taken against the officials found lacking in timely submission of replies to
the Audit in the instant cases. While strongly disapproving this attitude of
DOP, the Committee would like to be apprised of the action taken or
proposed to be taken against officials found responsible for lapses in this
regard. The Committee also recommend that DOP should streamline their
existing procedure with a view to ensuring that prompt and timely replies
are invariably furnished in all cases to the audit authorities within the
prescribed time frame. They would also like the Financial Adviser in DOP
to be held personally accountable for any similar lapse noticed in future.

New DeLin; DR. MURLI MANOHAR JOSHI,
13 April, 1997 Chairman,
Public Accounts Committee.

23 Chaitra, 1919 (S)




APPENDIX I
(Vide para 10)

Statement showing main sub-heads where savings had partly off set the
excess expenditure Under Revenue Section of grant no. 14 Postal Services
during 1994-95

SL. Sub-hcad Sanctioncd Saving
No. provisions
(Rs. in crorc)

Revenue
1.  Training 3.80 1.55
2. Rail 54.00 14.69
3. Other cxpenditure 2.93 2.87
4. Mahila Samnidhi Yojana 8.24 3.57
S.  Building cstablishment 0.85 0.56
6.  Dispcnsarics 0.40 0.37
7.  Stationcry, Forms Printing, Storage 29.07 10.17
and Distribution
8— Under five sub-heads (saving NA 3.70
12. occurred in cach excecding Rs. 50
lakhs but not cxcceding Rs. 100
lakhs)
Capital
1. Civil Engincering Stores Suspense 1.00 2.33

1A



APPENDIX 11
(Vide para 13)

Statement showing instances of large scale variations between sanctioned
provisions and actual expenditure during 1993-94

Provision Actual  Saving(-)
expenditurc  Excess(+)

(Rs. in crores)
Revenue
Major Head 3201 Postal services
A.1 General

Administration
(i) A.1(1) Dircction and 7.36 6.18 (-)118
administration
A.2 Operation
(ii)) A.2(3) Mail sorting 190.78 181.56 (-)9.22
(iii) A.2(4) Convcyancc of mails 189.92 172.38 (-)17.54
(iv) A.2(5) Mcchanisation and 2.00 0.36 (-)l.64
modcrnisation
A.4 Accounts and Audit
(v) A.4(2) Accounts 42.12 39.74 (-)2.38
A.5 Engineering
(vi) A.5(1) Maintcnance 25.10 23.28 (-)1.82
A.6 Amenities to staff
(vii) A.6.1(3) Dispcnsarics 14.68 13.90 (-)0.78
(viii)) A.6.1(5) Payment  under 4.00 3.27 (-)0.73

CGHS Scheme
A.7 Pension

(ix) A.7(1) Supcrannuation and 131.40 131.04 (-)0.36
retirement allowances

(x) A.7(2) Commuted valuc of 24.00 21.35 (-)2.65
pension

(xi) A.7(4) Gratuities 27.00 23.01 (-)3.99

A.8 Stationery and Printing

(xii) A.8(1) Post Cards, Envclops 48.48 45.69 (-)2.19
and Stamps ctc.

(xiii) A.8(2) Stationcry and forms 32.80 26.58 (-)6.22

printing storage and
distribution

17



18

Provision Actual  Saving(-)
expenditure  Excess(+)
A.1 General Administration
(xiv) A.1(2) Control and 107.98 108.71 (+)0.73
Supecrvision
A.2 Operation
(xv) A.2(2) Postal nctwork 862.90 931.66  (+)68.76
A.3 Agency services
(xvi) A.3(3) Banking and Life 71.21 72.51 (+)1.30
Insurance
(xvii) A.3(2) Other services _ 0.45 (+)0.45
(xviii) A.7(6) Family pension 51.44 51.91 (+)0.47
Capital
Major Head 5201
AA—Capital Outlay on Postal services
(i) AA.3 Mechanisation and 33.96 7.24 (-)26.72
modernisation
(ii) AA.7 Civil enginecring stores 2.00 (-)2.17 (-)4.17
suspense
(iii) AA.2 Postal nctwork 24.27 34.94 (+)10.67
(iv) AA.4 Administrative offices 1.25 314 (+)1.89
(v) AA.S Staff quartcrs 5.25 13.60 (+)8.35
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APPENDIX V

Conclusions / Recommendations

Sl. Para  Ministry/ Conclusions / Recommendations

No. No.  Deptt.
Concerned

1 2 3 4

1. 14  Communica- In their First Report (Eleventh Lok Sabha),
tions the Committce had observed that DOP had
(Deptt. of incurred an ovecrall cxcess expenditure of
Post) Rs. 35.66 crores under Revenue and Capital

Sections of Grant No. 14 operated by them
during 1994-95. The Committec’s detailed
scrutiny of the relevant Appropriation
Accounts, however, revealed that the overall
excess cxpenditurc under this Grant would have
been much more but for the savings of
considerable magnitude registered by DOP
under various sub-hcads during 1994-95. In fact,
therc werc savings of over Rs. 37 crores in 12
sub-hcads of Revenue Section and over Rs. 2
crores in onc sub-head of Capital Section. Out
of these, the savings under four sub-heads had
constituted 27 per ccnt to 98 per cent of the
sanctioned provisions. Significantly, there were
three sub-heads under Revenue Section where
the supplementary funds obtained by DOP even
at the fag end of the year in March 1995 had
remained wholly unutilised. In another three
sub-heads, supplementary funds obtained in
March 1995 could not be expended fully
resulting in savings ranging from 43 per cent to
94 per cent of the supplementary grants
obtained therefor.  Distressingly, several
instances of large scale variations between
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Communi-
cations
(Deptt. of
Post)

sanctioned provisions and actual expenditure
incurred by DOP there against under various
sub-heads had also occurred during the previous
year i.e. 1993-94. In the opinion of the
Committee, these recurring instances of
substantial variations under several heads of
accounts are clearly indicative of deficient
budgetary exercise and poor accounting
information system prevalent in DOP. While
expressing their unhappiness over this poor
state of affairs, the Committee recommend that
DOP should revamp their existing budgetary
and accounting information system so as to put
them on proper footing. They also desire that
appropriate action should be taken in future in
all those cases where responsibility for framing
budget cstimates accurately or controlling the
expenditure has not been discharged properly.

The Committee are particularly concerned to
note thc failure of DOP in containing cases of
excesses or savings even under the sub-heads
relating to Pensions. While DOP incurred an
excess expcnditure of Rs. 1.66 crores and
Rs. 240 crores under the sub-heads
“Superannuation and Retirement Allowances™
and “Family Pension” respectively in 1994-95,
there were savings to the extent of Rs. 2.94
crores and Rs. 1.62 crores under sub-heads
“Commuted Value of Pensions” and
“Gratuities” during that year. In the opinion of
the Committee, this state of affairs present a
very dismal picture of the manner in which
DOP preparcd their expenditure estimates for
the pension payments for which precise
requirement of funds could always be accurately
worked out by maintaining proper data on
retired and retiring officials. At this stage, the
Committee can only hope that concerted efforts
would now be made by DOP to collect and co-
relatc the requisite data on scientific lines so
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Communi-
cations
(Dcptt. of
Post)

that their expenditure estimates on this account
do not go awry as had happened in 1994-95.

The Committce also feel that the trends of
savings in sub-hcads like “Training” and
“Mechanisation and modernisation schemes"
not only reveal inadequate planning and poor
performance but also adversely affect the
customer scrvice and postal system in the
country. The Committee trust that DOP would
at Icast now gcar up their machinery with a
view to efficiently utilising the funds sanctioned
by Parliament for specified services.

The Comnmiittee’s ca:mination of the pattern
of flow of cxpenditure of DOP in each quarter
of the financial ycar 1994-95 revealed that the
perccntage of expenditure incurred by the
Department in the last quarter of the year was
highest both in the Plan and Non-plan segments
of Revenuc and Capital Sections of the Grant.
The Committce have becn informed during
cvidence that it was not the usual feature and
that thcre could be rush of expenditurc duc to
certain liabilitics arising out of dclay in
prescntation of bills by Airlines etc. DOP also
stated that bulk paymcnts on Plan sidc were
madc after the complction of the projects which
had taken shape at the fag end of the year. The
Committce do appreciate these practical
difficulties experienced by DOP in this regard
particularly when enhanced funds in Plan
segment werc made available to them only in
February 1995. They are however, unable to
comprehend how the expenditure incurred in
the months of July and October 1994 in Non-
plan segmcnt for making payments of
instalments of DA and bonus actually accounted
for the increasc in the quarter ending March
1995 as stated by DOP. Evidently, there was
complcte absence of a proper system of timely
accounting of expenditure in DOP which
resulted in booking of heavy expenditure in the
last quarter of the year even for the items which
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-do-

pertained to carlier quarters. The Committee,
therefore, desire that efforts should be made to
reduce the time lag between the incurring of
expenditure and its accounting with a view to
avoiding booking of heavy cxpenditure in the
closing months of the yecar in contravention of
prescribed financial rules. Steps should also be
taken to identify thc areas where schedules
could be laid down for timely receipt of bills,
payment and accounting thereof in the
particular month in which such expcnditure was
incurred.

The Committec’s cxamination of the
opcrating results of DOP revealed that the
revenuc dcficit of the Department had stcadily
incrcascd to Rs. 352 crores in 1994-95 as against
the dcficit of Rs. 207 crores in 1993-94 and
Rs. 92 crorcs in 1992-93. According to DOP,
their increasing dcficit was mainly attributable
to lower tariff ratcs of certain postal scrvices
fixed long back and also inadequatc
remuneration paid for agency functions being
performed by them on bchalf of certain
Ministrics / Departments of Government of
India. Considering the fact that thc Postal
Department has a wider and infrastructural rolc
to play in providing much nccded postal
facilitics in rural areas, the Committce are of
firm view that a time has come when
Government formulated a definite policy on the
question of budgctary support to DOP for the
scrvices being rendered by them in the social
sector. The Committec arc also of the view that
DOP should not be denied their Icgitimate dues
particularly in respect of the cost incurred in
performing ccrtain agency functions assigned to
them. Considering the fact that revised rates for
somc such agency functions have since been
calculatcd by Dcpartment of PostsCommittce
sct up by the Ministry of Finance, the
Committce belicve that DOP would now
cffectively take up the matter of revision of
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agency charges with the Departments concerned
S0 as to meet their cost of operation of agency
functions. The Committce trust that
Government would ensure that the Ministrics/
Departments availing agency services respond
to the requircments of DOP in a positive
manner.

In this context, the Committec regret to
observe that while the annual Budget 1997-98
proposcd hike in rates for certain postal articles,
nothing concrcte was done by Ministry cf
Finance to cxpeditiously rcvise the rate of
remuncration payable to DOP for agency
functions in pursuance of the recommendation
made by an expert group constituted for the
purpose. The Committee desirc that the issue of
rc-fixing the level of remuneration for the
agency function may be expedited in order to
enable DOP for cxpansion of postal nctwork
particularly in rural areas, satisfying customer
nceds, improving quality of service, upgradation
of technology, more efficient mail management,
ameliorating the conditions of extra
departmental cmployces, maintenance and
renovation of dilapidated buildings, venturing
into new areas of operations etc.

The Committee are disturbed to find that as
many as 2735 cases of dcfalcations or loss of
public money due to various frauds etc., came
to notice in DOP during 1994-95. Of these, the
dcpartmental employees alone were found
responsible in 1670 cases involving Rs. 3.10
crores which represented 78.28 per cent of the
total loss rcported during that ycar. What has
causcd further concern to the Committee is the
fact that DOP could not recover Rs. 1.91 crores
from their own departmental cmployees which
constituted 61.6 ccr cent of the loss caused by
them. Since scrvices of postal dcpartment arc
gencerally availed of by the larger segment of
society in the rural areas particularly for the
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-do-

purposes of money orders and savings bank
accounts, the Committee view involvement of
departmental employees in perpetrating frauds
on the public money as a serious matter
warranting immediate attention and remedial
measures. In the opinion of the Committee,
DOP should not content themselves merely with
instituting  inquiries against the officials
concerncd but should also make concerted
efforts to plug the loop holes in the system
failurcs which hclp in commissioning of such
frauds. The Committee are not inclined to
acccpt the plea made by DOP about shortage of
full time Inquiry officers in their Department
and they consider it imperative that all cases of
loss of public money sustained by Government
through dcfalcation or negligence should not
only be promptly taken up for investigation but
dcpartmental proceedings also instituted and
completed expeditiously. The Commitiee are in
no doubt that prompt and conclusive action in
such matters will not only act as detcrrent but
also facilitate recovery of pecuniary loss caused
to public exchequer. The Committee trust that
DOP will now make every endeavour to
eliminate incidencc of loss of public money by
devising adcquatc ways and mcans to dcal with
promptly and scvercly against the officials found
guilty of such acts.

The Committce also fcel distressed to find a
stccp incrcase in the quantum of amount
involved in loss of stores which stood at Rs. 60
lakhs in 1994-95 in comparison to the preceding
ycars 1993-94 and 1992-93 when such loss was
only Rs. 8.41 lakhs and Rs. 12.64 lakhs
respectively. The Committee’s examination also
rcvealed that the amount of loss of stores due
to theft had also increased to Rs. 29.98 lakhs in
1994-95 from Rs. 4.62 lakhs in 1993-94.
Obviously, the situation is going from bad to
worse and it is high time that DOP took
cffective steps to prevent recurrence of such
incidences. The Committee therefore, desire
DOP to carry out a detailed analysis of
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all cascs of loss of stores in 1994-95 with a view
to devising suitable procedures to overcome
such losses. The Committce would also like to
cmphasisc that all efforts should be made to
recover the amount lost particularly in those
cascs where the laxity of supcrvision is proved.
The Committce arc cxtremely unhappy to find
that as many as 4565 audit objecction involving
an amount of Rs. 33.02 crores wecre pending
scttlement in DOP at the end of May, 1995.
Distressingly, some of thesc outstanding audit
obscrvations related to thc period commencing
from 1976-77 and could not be clcared even
after a lapsc of ncarly 20 ycars. What is still
morc amazing is the fact that an amount of Rs
25.50 crores i.c., 77.2 per cent of the total sum
involved in audit objcctions was pending
scttlement on account of non-reccipt of
vouchers alonc. The Committee view this
situation with grave concern and fecl convinced
that DOP had displaycd casual and dilatory
attitude in scttling thc audit objcction raised
from time to time. The Committee therefore,
rccommend that urgent and cffective steps
undcr a time bound programme should be taken
to cxpcditiously reducc to number of
outstanding audit objcctions particularly thosc
pending for over two yecars. They also desire the
Financc Wing of DOP to introduce a system of
obtaining a quarterly statcment from their
Circles showing the progress made by them in
disposal of pcnding audit observations and to
cnsurc that these arc not again accumulated in
futurc. The Committec would also like to be
apprised of the spccific improvements made in
this direction.

The Committce are equally perturbed to find
that DOP failed to reply to the Audit in time in
respect of four paragraphs included in the
rclevant Rcport of the C&AG for the year
ended 31 March, 1995. During evidence, the
represcntative of DOP informed the Committee
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that replies werc delayed because they had to
collcct data from their ficld wunits. The
Committee arc not inclined to accept this plea
of the Department in view of the fact that there
arc atlcast three occasions prior to receipt of
draft audit para whereby the Department get
sufficicnt opportunity to cxaminc and respond
to audit objections raised thercin. What has
disturbed the Committec more is the silence
maintained by DOP in rcgard to the action
taken against the officials found lacking in
timely submission of replies to the Audit in the
instant cascs. While strongly disapproving this
attitude of DOP, the Committee would like to
be appriscd of the action taken or proposed to
be taken against officials found responsible for
lapscs in this regard. The Committec also
recommend that DOP should streamline their
cxisting proccdure with a view to ensuring that
prompt and timely replies are invariably
furnished in all cases to the audit authorities
within the prescribed time frame. They would
also like the Financial Adviser in DOP to be
held personally accountable for any similar
lapsc noticed in future.
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