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CORRIGENDA 

~ i f t c e n t h * R c ~ o r t  of the Public Accounts Committee (1954.55) on 
the Appropriation Accounts (Civil), 1958-51 and Audit Report 
(Civil), 1952-Parts I & I l  ctc.-VoL I-Report. 

Page  1, para 3, line 4: for 'Report' read 'Report'. 
Page 8, para 13(aJ ,  s u b p a r a  2. l ine 1: before 'Ministry of Works,' 

trtscrt 'the'. 

IJngt! 22, para 36, penultimate sub-para,  line 4: for 'cannons' read 
'canons'. 

I ' n p  23, u n r l t ~  t h t .  ! ~ c a t i m ~  'MINISTRY OF EDUCATION', for 
paragraph No .  '11'  rcnd '41'. 

Page L!, para 53, Hcadlng for ' B a l a w t  n j  Storcs C.T.O.' read 
'Balnncu of Srorvs in C.T.O.' 

I'agc 30. para  5 5 ,  sub-para 2. lmes 7-6 :  for 'aid subsidy' rcad 'aid/ 
$U\,S~*' 

I'agc 32. para 61. !!neb 2Fi for 'cx?cnslon' read 'extens~ons'. 
Page 39, a: the end of hnc 4 ,  ztwrt  single closing quotation mark. 

B 

Page 42,  para 91. line 2. f o r  'observations in the manner' read lob- 
scrvatlons cm the manner'. 

P a p  45 ,  para 100, lines 11-12; for 'the displaced persons rsonnel 
wcrc not nva~ lah l c  and cxpericnced' rcad 'the displac persons, 
t~xpcrivnccd personnel were nor a ~ ~ a i l a b l e  and'. 

e r  

Page 46, para 103. Ilnc. 9 for 'Regulation' read 'Regulations'. - 
psgc 48, para ! 12. sub-para 6,' lmr  7 i o r  'then' read ' thelr; 

last ht~h-pnra, l ~ n t  2 .  nftw 'decision in this' trwee7t 
' C ~ ~ S C '  



Page 66, para 153, under 'MEMBERS', renzinlber S. Nos. '1-13' as 
'2-14'. 

Page 70, para 168, firit  sub-para, penultimate line: delete '*' against 
the word 'copy'. 

Page 71, line 5: against the word hote '  insert I*'; 

para 171, heading: against the word ' I te~n' ,  
footnote: for '*See Appendix LIII' read 

XXXI'; 
for 'e Appcndix LIV' read '$See 
and insert '**Sec Appendix I1 
new footnote. 

Page 72: delete the footnote '*See Appendix 11'. 

for'*' insert'**'; 
'*See Appendix 

Appendix LIV': 
of Vol. 11' as a 

Page 74, line 6: for 'the witness 2oifhdre1P' read 'the ti9intesscs 
withdrew'. 

Page 78: insert '*See Appendix CV' as a footnote. 
Page 79, para 193, second sub-para. linc 5: inscrt a comma nfter 

'material'. 
Page 79: delete the footnote. 
Page 81, para 202, line 7 :  for 'Rou Committee' rend 'Rau Committee'. 
Page 83, para 210, line 2: for '* '  against t h e  word 'note' inscw ' * * '  

and inscrt ' * *  Src Appendix XXXI'I' as a footnote 
line 3:  n f r t r  'advlct.' ~?lsert  'of'. 

Page 84, delete the footnotc '*See Appendis XXXVI'. 
Page 85, under 'Witnesses': for 'Shri H.  S. Kegi, Deput?~ Secretany, 

Ministry of Finance. Rehabilitntion Finanrc Adntini.rtratior~' 
read 'Shri H. S. Negi. Depntg Secretary, hfittisrr?i of Finance 
(E.A.  Ileprt.) '. 

Page 86: insert 'REHABILITATION FINANCE ADMINISTRATION' 
as heading. aho~ye para 218. 

Page 87. para 222, linc 2: for 'bad and doubtful' read 'bad and doubt- 
ful debts'. 

Page 88. delete the last fqptnotc. 
Page 89, Transpose '*No! printcd' appearing as the last linc as a 

' footnote: and 
Insert 'Scr Appcndis XLII' as s new foornntr. 

Page 91, insert 'INDUSTRIAL FINANCE CORPORATION' as 
heading abo\?e para-237; and 

i n s r ~ t  '*Sw*Apptwlix LIX' ns a footnote 
Page 92, for footnote"*SaP Appendix LIX' read '*See Appendix 

LX'. . 
Page 93, delefe footnotc, '*Sw Appchndix LX'; 

footnote: i nwr t  '#' brfr& 'Set' A p  cndix LXIII; and 
insert ' ' h ~ f o r r  'Sec. Appcmiix 1. 5 11'. 



Page 99, para 262, line 2 )  for '(Reema)' read 'Ree 
linc 3 :  for 're-fabricated' 

Page 101, para 268, last sub-para, last line: fore'ti accord' read 'to 
accord'. 

Page 104, para 275, seventh line f ~ o m  the bottom: ;or 'brought' read 
'bough@. 

Pagc 108, para 288, second sub-para, penultimate line: for '*' insert 
'**' against the word 'note'. 

footnotc, insert '*' hefore 'See Appendix XII'. 
rcad the second footnote as '+ See Appendix LXX'. 
insert ' * *  Ser Appendix XIII' as a new footnote. 

Page 109, footnote: insert '*' bcfore the first footnotc 
Pagf 114, para 305, linc 2:  for 'in this itcm' read 'in regard to this 

itcm'. 
Pagc 116, para 308, filth linc from the bottom: for 'representative' 

rend ' rcpresentati~w'.  
para 310, hnc 2: dcletc, 'to' af ter  'took up' 

Page 11'7, linv 2: d e l e t ~  'by' nfter 'paid to'; and 
11ne 3 i o r  'for cornpensatlon' w a d  'as compensation' 

Pagc 127. para 341, first sub-para, last line: for 'arrear of payments' 
rend 'arrcar payn-lrnts'. 

Page 127, footnotc: for 'Appendis LII' read 'Appendix LIII'. 

dt4tlre ' W x n ~ s s ~ s '  appearing above the name 'Shri A. I.;. 
Chnnrla. Comptroller nnd Audttor-General of India'. 

Page 130, footnote: insert 'LXXI'I' nfrer the word 'Appendix'. 
Pagc 131, footnotc: for ' S F C  Appendices LXXVII, XVIII and 

LXXIX' read "Scc  Appendices LSXVII. LXXVIII and 
LXXIX'. . 

Page 138, lint) 10: f o r  'dtval~mtion of the local currency' read 
'tlvvi~luat~on of tfie Intl~an riipct.'. 

m 

Pagc 142, line 1'7: f o r  'consider' rvad 'ccmsidercd' 
I % p  143, undt~r '\VII.NFSSES'. for ' ( ~ t > h a b ~ l t f a i ~ o , i  Ftuanc~ Admjnir- 

t raf~oi i ) '  npptwrlng :iftttr t1ic ~latncs of S h r ~  S G. Barve and 
Shr i  N. C. SPII (;ulbto ~ c n t i  '(E. .4 I h p t t . ) '  . 

Pngc 144, hqpding to para 366. lintt :! .for 'ulirh special reference of' . 
rckn(] ' l i . ~ t h  sptwnl rt1it.rt.rlce 1 0 ' .  

Pa& 147, parn 370, l i w  5: f o r  'Stated' rtwd 'staed'. 
1 ' 8 ~ ~  14q'lincs 11: dc*l$tc3 'not' 0jfer 'they could'. 



Page 163, footnoter for &Appendix XLVI~I'  rend '*See Appcndix 
XLVIII'. t 

Page 165: delete the footnote. 
Page 166: insert '* See also Apptndix XLVII' as a footnotc. 
Page 167: insert '"See Appendix LVIII' as a footnote. 
Page 176: heading: for 'Proceeding' read 'Proceedings' 
Page 185. itcm 6, col. 6, second sui)-para, linc 4:  f o r  . ( S c c  Appcndis 

LXXXII.' rend ' ( S r c  Appcndlcos XXXII,'. 
Page 187, item 3, col 5, line IU: f o r  'property' ritiid 'properly' 
Page 193. item 19, col. 5. l ine 4 :  for ' the  Cornptrollc~r i d d  Auditor- 

General' read 'the Comptroller and Auditor-Gcnrml'. 
Page 199. item 25 .  under col. 3 :  i,l.qr.rr the figurr '2 '  
Page 200, iten1 31. col 6: inscrt 'submitted' af t c r  the words 'Thr 

hiinistry of Production have' in line G and delotc 'suhmittcd' 
in the nest line. 

Page 214, col. 6. sub-para ( i i ) .  line 10: f o r  'as' rtwd 'As': a n d  
line 3 f rom the bo!zom of rhc page* . f o r  'of furnlsh'  -cut! 

'to furnish'. 
Page 217. item 71, col. 5, last 1inc:for 'cfeprccatcd' read 'dcprcciated'. 
Page 218, item 72, col. 6, line 4 :  for 'Thc Ministry of Labour havc 

note' rcnd 'The Ministry of Labour hi~vt .  noted'; and  
line 5: for 'recommendations' mad 'rccom- 

mcndation'. 
page6224, item 94, eol. 6, fkrat line: for  'revealed the' read 'revealed 

that1. 
Page 225, item 102, col 6, line 2: for 'Siding and thes' read 'Siding 

and the'; and 
line 3: for  'has' rend 'havc'. 

Page 232, item 121-A, col. 3: read the entry as '179'. 
Page 233, item 124, col. 6, first line: for 'Comp roller' lead 'Comp 

troller': 
'item 124-A, c d .  6. last l'ine: {or 'CXLI' reed 'CXLVI'. 

?age 234. item 124-D. col. ri. line 5 ,  for ' b r o u ~ h t '  r c u d  'brought', 
col. 5, lints 11-12: for 'ccrnr.ac*ts' rtxd 'contr-acts'. 

Page 237, S. No. 11. c d .  4, sc.conti sub-pilra, lint! 2 :  !or 'Comtro cr' 
, read 'Comptrolle,tV; and 

linc 3: for 'prc~tduer'  . A r m r l  'prc~tuiure.' 
S .  No. 13, col. 4 ,  l x r  I~nca: !or 'an' a t  111t. (and of ttlc lint. 

rclnd 'and'. 
Page 238. S .  No. 14. col. 4. iinrbs 1-5: for 'by tfw Ccntrc. ftnanc.in#' 

read 'by thtr C'entrth frrr financ~ng'. 
Page 239, S. No. 17, rol. 3: for "Extc:rnal Atlair" read "External 

Affairs". 



Page 241, S. No. 24, col. 4: at  the commencement of the Arst suh- 
para, insert ' (i) '. 

Page 242, S. No. 26, col. 4, second sub-para, iine 4: jo ,  t ,  A 

read 'propriety'. , *y 7 
Page S. No. &l. 4. fint line: for  'any transaction is Suspense' 

r ad :any transaction in  SGspensel; and 
col. 3, insert the word 'Finance' corresponding 

to sub-para ( i i )  of the entry in col. 4. 
Ql) of t h o y  in d -4  . . 

Page 246, S. No. 51. col. 4, line 10: for 'Governmene' read 'Govcrn- 
ment'. 

I ' a ~ c  247, S. N o .  54, col. 4, lines 2-3: for 'Organisatwrs' recrd 'U rqa r ,  
sa tions'. 

Page 249, S. No. 66, col. 4, line 8: for  'imcompetence' read 'incorn- 
pctence'. 

b S.No. 64. col. 4, line 9: after 'contracts' insert 'and' 
S. No. 67, col. 4 sub-para ( i ) .  lines 6-7: for 'preparation 

designs' wad 'preparatioon of designs'. 
I'ajic 250, S. So- 68, col. 4, sub-para 1, line 13: jor 'an-' read 'an'; 

sub-para 2. line ! - for ' t ha '  reud ' that ' ;  
and 

lint. 2 :  ior 's~mplication' read 
'simplification'. 

P a p  251. S. No 73, col. 4, sub-para ( I ) ,  last lme. for  'thler' read 
'thclir' 

I'agc 252, S N(, 75-A, col 4, 11ne 10: ,tor 'transaction ' rt>u,i :: 11: 

tions'. 
S So 80 cvi 4. l n c t  11ne: for 'stlttmg' read ' s ~ t t ~ n g ' .  
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, the Chairman of the Public Accounts ~b-ttec, having been 
authorised by the Committee to present the Report on their be- ' half, r o r n t  this Fifteen* Report on the App~'~@atim 

Accounts ( ! ivil). 1950-51, and Audit Report (Civil), 1952-Prnts I 
& If, Audit Report on the Accounts of the Industrial Finance C o p  
ration for 1953-54, Audit Report on the Accounts of the Damodar , 

Valley Corporation for 195051 and 1951-1952 and Accounts of the 
Rehabilltation Finance Administration for the period ended the 
31st December, 1951. 

2. The Committee and the Comptroller and Auditor-General 
have for some time felt dissatisfied with the frequent delay in the 
compilation of the Appropriation Accounts. Mention has been 
made in para 5 of the Report on the Accounts of 1 9 4 7 4  (Pre- 
Part~tion) of the pmposal that important financial irregulorlties 
should bc brought to the notice of the Committee in advance of 
thc formal Appropriation Accounts and Audit Report thereon. It 
was then felt by the Committee that such advance Audit Reports 
would enable them to consider cases of irregularities in time to 
enable sffcctive action bemg taken. 

At their subsequent discussians of the matter with the Auditor- 
General i t  was dec~ded that whenever any delay is anticipated 
in the completion of the Appropriation Accounts. the Comptroller 
and Audttor.Genera1 may present an advance Audrt Report to be 
described as Audit Report, Part I, deal~ng w t h  cases involving 
financial irregulorlties, losses of public money due to fraud, 
negligence or nugatory cxpend~ture and criticisms and comments 
thereon. 

In pursuance of thls decision. the Audit Report (Civil), 1952 
hits been presented by the Comptroller and Audrtor-General in 
two parts, tti:. Part I. Preliminary Repart dealing with cases 
involving financial irregularities. losses of public money etc., and 
Part 11. Supplementary Audit Report dealing with matters other 
thgn those referred to in Part I and also containing audit corn 
ments and cr~t~cisms arismg ?ut of the Appropriation Accountr. 
L.P, accuracy of budgetmg, control ovrr cnpnd~turtt, excesses and , savings ctc. e 

The Committcc are glad to note that the reporting has mw 
k n  made currcnt and the Aud~t Rt*port of 1954 has already been 
p r e ~ n  tad to Parliament.' . 

0 0 0 

3. The Audit Report (Ciwl). Part &referred to above and 
which intm alto forms t h ~  subjwt matter of @is Rqmt-w~lt 
presented Prr lmm~nt  on the 19 th .M~~ !?W. Tbc A pmpiration 
Armunta (Civil), 1950-51 rand Audit Aepart. 1952- b Prt Il dg 
Cmmercial Appmd~x rhcwtt, &.ere presented to Psrliam~t an , tbc 10th September, 1954. The Audit ~epo& on the Aaounh at 

b 
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the Damodar Valley Corporation for 1950-51 and 1951-52 were laid 
on the Table of the Htuse on. the 25th March, 1953 and *e 25th 
September. 1954, respectively. The Audit Report on the Accounts 
of the Industrial Finance Corporation for the year 1953-54 was 
presented to Parlia.ment on the 13th December, 1954. 

The Accounts , of the fiehabilitation Finance Administration, 
another Statutory Corporation set up under the Rehabilitation 

\Finance Administration Act, 1948, have so far been audited only 
by Commercial Auditors. The G'ommittee learn that ,its audit has 
been undertaken by the Comptroller and Auditor-General with 
effect from the accounts for the year ending the 31st December, 
1952, who would shortly present his Report thereon. 

4. The Committee examined the Accounts and Audit Reports 
referred to in Para 3 above during their sittings held in Ju ly ,  
August, September, October, November and December, 1954 and 
February, March and April, 1955. 

The Committee appointed a sub-committee to consider the 
statement laid on the Table of the House by the Minister of Com- 
merce and Industry on the 11th August, 1953 in connection with 
the Fourth Report of the Public Accounts Committee (1952-53) 
with special reference to the recommendations made by the Com- 
mittee for the holding of a judicial enquiry into the transaction 
relating to the purchase and sale of Japanese Cloth. The Com- 
mittee have considered the Report submitted by this gub-Com- 
mittee and have embodied it in paras 73-79 of this Report. They 
trust that Government would re-examine the matter in the light 
of what they have stated therein. 

5. During their examination of the action *taken by Covern- 
ment on the recommendations made by the previous Committee 
in their Seventh Report in so far as it related to the Bhakra- 
Nangal Project, an Inter-State River Valley Project financed by 
means. of funds advanced by the Centre to three participating 
States and which is under the overall charge of the Bhakra Control 
Board consisting of the representatives of the Central 
Government and the three participating States, a question was 
raised about the scope and extent of their control over the expen- 
diture incurred on the execution of t h b  Project. The Comptmller 
and Auditor-General undertook to present to the Committee a 
note after examinin all the legal, constitutional and financial 
implications involvd, in consultation with the Ministries of Irri- 
gation and Power, Finance and Law etc. While this matter was 
still under consideratiop of the Committee, their attention was ' 
d-wn to a reported decision of the Punjab Cabinet which held 
that they (the Committee) had no jurisdiction over the Accounts 
of this Project. While the Committee agree that the provision for 
the expenditure on the construction of the project is made in the 
Budgets of the p s p e c t p e  States and the concerned Appropriation 
Accounts are presented to those State Legislatures and the 
examination of @eseaAccphnts comes within the purview of the 
nspective Public Accounts Committees, nevertheless, i t  k obvious 
$4at to the extent that the Central Government and the OBBcan, 
under the Central Government areactually involved in mat* 
mncerning the profeot, their actions and transactions cannot , 

0 

e 



wholly escape the scrutiny of Parliament an$ therefore, of the 
r Central Pbblic Accounts Comm!ttea. The Committee, however, 

refrain from expressing further opinion tlll such time as they 
have examined the implications set forth in the note promised to 

'be submitted to them by the Comptroller a n d  Auditor-General. 
.6. The Committee desire to place on record their deep sense of 

indebtedness to Shri V. Narahari Rao, ex-Comptroller and Auditor- 
General who re ired in August, 1954Jor the invaluable assistance 
he had rendere h to the Committee throughout in their dellbera- 
tions. His profound knowledge of Accounts and his wide experi- 
ence in various capacities for a considerable length of time, which 
he had placed at the disposal of the Committee, had been of very 

.great value to them. 
The Committee also place on record their appreciation of the 

qreat assistance rendered to them in their examination of the 
hccounts by the present Comptroller and Auditor-General and. his 

tDfficers. 



*FINANCIAI,, RESULTS OF THE GOVERNMENT OF INDIA, . , * 1050-51 
r (Civil GraaQ) 

, . . . 
7; '~he  under review marked the first finaniial year of t h e  

Republic ,of India. The cons&Iidation of Part 'B' States through 
integration of their finances and adm.inistrative machinery was in, 
progress.+ The Central budget estimates of 1950-51 included for the 
first .timq the r e e n u e  and expenditure under Central heads in the, 
erstwhile Indian States, a provision of Rs. 4.51 crores for the privy 
purses of the Indian Rulers and Rs. 11.56 crores for grants-in-aid 
to various St,etes and Unions to cover the gap caused by the Federal. 
Financial : IdtegPation. ' . . 

During the ??ear undei review, the voted grant for Civil expen-, 
diture stood at Rs. 235 crores (original Rs. 175 crores and SUPP~LL 
mentary Rs. 60 crores) and the appropriat~on for charged expendi- 
ture at Rs. 15,65 crores (original Rs. 15.31 crores and supplementary 
Rs. 34 crores). The :otal expenditure agalnst thest. grants m d  
appropriations was Rs. 1.91 crores and 15.59 crores respectively. 
There was thus a saving of Rs. 50 crores over the final grants and 
appropriations (voted grants=Rs. 44 crores and charged appropria- 
t ion - Rs. 6 crores). 

The percentage of savings and escesses as compared with tile 
original and the final grants or appropriations, as modified by sup- 
plementary grants and approprialions. were as follo\vs:-- 

Suv~np - t j r  1 : x d c ~  rrvcr 

Ortgind F\nd  

\'dtcJ . 0 . 4  - 1 X . K  
Ck l rg tJ  . 1 . 8  -+.3 

8. The following table shows at a glance the particulars vf the 
original and final grants and appropriat tons and the cxpendi ture 
actually incurred against them under the heads ( I )  Revenue, { i i )  
Capital and ( i l l )  Loans and .4dvances: 

t ln lakhk of rupeest 
----,,--.. .'--- . , .  ..... -.."-. .-,.. ., "," -. ..-- - . . - , . . , , . - -, ,, ...* 

Or~glnal h n d  (;rant Anud 
(in111 clr or kkpi~&- 

Apprtupnu- Appmprra- ruw 
t 11m t H W  

I 2 3 4 

Exp:nditurc met from Rcvcnur V m d  . 124.44 I$WI 1.47,ofr 
Expenditure met from Chp~~al  \;,)reLC, 4 2 M  h4,4: 3-,(4 .** 
Dirbunementn o Loons rrUi h d v a n c r ~  , ,V( t td  ( 8.39 I l J 2  6.65 . I WT.41, V y . r ~ ,  . 1.;d.n3 2.35145 ~ & I J $  

0 

*ooEx~uilr.l HI. 7,3- hkhq ii rcapccr of "Clpitrl Ou~lr,  tm Storlint Ibriant*', 
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Total expenditure met fom Rcvenuc , 
TO& Expendtturc met from Capital . 
Disburaements of h n s  and Advances . 

, . 

-- - -.-- --- 
tindudes figures under "Hcpaymcnr of Debt". 

9. Excess over voted grants.-Notwithstanding the huge savings. 
over the total final grant as stated in paragraph 7 above, the actual 
expenditure in several cases exceeded the voted grants as showrr~ 
below: 

Serial No. and Name of Grant Final Grant . k tud  Expen- Excess. 
No. ditutt 

. - .  
Rs. RI. Rs. 

I 28-A-Ministry Without PortR~l~z, 20.000 21.09: 14W'i 
2 40-B~~anical Survey . . 92,000 913,384 6,3% 
3 51-Agr1culturc . I ,61 .a)p00 1*89$~4,7& ~ 8 , B 7 &  . 
4 5j-Sdt . 1,28*94- I .57rS2r~99 2888,199 
5 64-~iwellrnco"s ~ c ~ m c n t s  . t,or ,os,ooo z , ~ J . J - , I ~ o  23,52,190 
6 "4-Ewpenditurc on Dirplocd 

p r w n r  . 13.6',oo,ooo 13,?j.t1;.810 6,z~$t0 . 
7 ~ ~ - ~ w c l i a n c t r &  &jju%;ments 

h:cwccn the Cnitrn and State 
l i .wmmmts  1 , D I . W  ,148,864 

8 82-Civil Dtfcn'x , 

4??* 
1 ,3t,ooo 145.287 8,287 

9 ~3-~re-pottition payment9 . 4,63,;r5,000) 5~1.8;,358 $662.358 
10 @-A-Vindhya Prrdesh . . t,?9.81;.~00 1,lSz,68,049' L83rW9 - .--. .---.. "_._ _ ... -~- .* .--- -.,--.- - . . " ------. - 

Excess ouer charged appropriutions.-The following statement.. 
[he excessrBs over individual charged appropriations: 

- "_^__ ,__ . ._C___l . . --.----" -1.- - -  
Item No. and Name of Appropriwti~n Final Actual Exms 
No. Approprialio Expenditure 

0" 

Hr. Rs. Ks. 
I 65-(:urrcncy . 1.40.000 2 43.tS8 fJ58 
2 Wg-Other Cwil K'urk5 . JJ.6X ,000 XWj.73p &7*9 . 
3 83-hc -pr t  ilion pym?nt J , iS.ooo* 33 6 as0 3-r0~ 
4 Jntcrrut on Ikk. ctc. 1 6 9 + 0 l V ~  n 4 d 9 0 5 4  1 , o w w J J  
j Union Pubtic Scrvirr Gmminsicm 16,86,ooo 17~9,o l  J 43mt  

l 

The committee mmrnmend thstethe above ex&w be ngu- 
l o r i d  by Parliament in the manner prescribed in Article 115 of:' 
the Constitution. 

0 * 



k f  6 

10. Regularisation of Excess Grants.-The Committee view with 
much concern the delay ?hat ocburs in the matter of reguldsing 

:89Ch excesses. They consider that in order to make Parliarnen- 
&Sp control over expenditure more effective, the excesses over 
: ants and charged wpropriations together with the reasons there- % should be placed before parliament expeditiously so as to* 
enable them to review the regularisation thereof. But before this 
can be done, the accounts of a financial year have to be finally 
closed within a few months d the close of the, year and 
thb in turn depends on the early settlement of all Ex- 
change Accounts and Remittance transactions and also on 
the punctual reconciliation of entire accounts with the 

.departmental accounts. The Committee would strongly urge 
that a serious view should be taken of delays in the accep 
tance of debits and charges and in the reconciliation of accounts 
and also of delays in offering explanations for savings and excesses. 
It is these delays that cumulatively account for the ultimate delay 
in  the preparation of Appropriation Accounts and their considera- 
tion by the Public Accounts Committee on behalf of Parliament. 



BUDGETING AND CONTROL OVER EXPI$,NDITURE 
11. The percentage of savings aver 6 1  grantseand appropria- 

tions and also of the surrenders thereagainst is an index of the 
standard of control. In the year under report, savings occurrA in 
a s  many as 92.put of 106 voted grants and only 44.7 per cent. of 
the actual savings was surrendered and accepted. Similarly, therg 
were savings in 16 out of 21 charged appropriations. 

Excesses over voted grants and charged appropriations not 
covered by supplementary grants and appropriations furnish an- 
,other criterion to assess the effectiveness or otherwise of the con- 
;trol. As stated in Para. 9, there were 10 cases of excess over grantii 
involving a total excess of Rs. 1,49 lakhs, whereas in the chargd 
section the number was 5 and the amount involved Rs. 1,38 lakhs. 

There were 23 cases in which the supplementary grants obtained 
during the course of the year proved to be eventually unnecessary. 

Supplementary grants to the extent of Rs. 60,61 lakhs were ob- 
tained during the year. The final .t;ult, both in the v o M  and 
.charged sections, was a saving of 18.8 and 0 3 per cent, respectively, 
Out of the total savings of Rs. 45,69 lakhs on voted grants, a 
surrender af Rs. 20.43 lakhs was accepted by Goveinment. The 
unsunendered savings were Rs. 25,26 lakhs. A sum of Rs. 1.20 la& 
was also surrendered from certain grants which resulted in 
excesses. The percentage of savings surrendered and accepted by 
the Ministry of Finance to the total savings in all the voted grants 
was 44.7, whereas that of final unsurrendered saving to the total 
grant was 10.7. The amounts of unsurr-endered savings are indicative 
of deterioration In the standard of accurate budgeting as well as 
effective control over expenditure. ' 

m e  Committee appreciate that in view of the vast growth of 
Public ex enditure since Independence as a result of the welfare P activities aunched upon by the State, control over expenditure bas 
become increasingly difficult. But the level of expenditure is 
bound to go up as gears roll by, thanks to the Development Plans; 
and it is, therefore, imperative that the administrative Ofacers 
charged with the spending of money should develop full sense of 
financial responsibility. 

12. The Public Accounts Committees of recht pears haw found 
occasion to comment on defective budgeting and control over 
expenditure exercised by various Ministries of the Government af 
India. The Committee should once again like to draw the attention 
of the spendi Ministries td the cardinal principle of, Parliame* 
tary control 7 o expenditure that they should ' not spend in any* 
year more than the sums granted to themeby Parliament for that 
year UI it is unauthorised under the ConstitutiQ. I .  

Committee would at the same time like to mentroa that they 
look upon mvings arising fmm bad estimating or other detccb of i 



procedure no more leniently than they do upon excesses, They 
mgrd estimating onrthe safe side to be as faulty as esthrotlng on 
fhc low side. Indeed, from one point of view, 'safe' estimating 
might be regarded as even more objectionable, as i t  might easily 
Scad to extravagance, was,te or worn. 

The Committee note with satisfaction that the Ministry of 
Finiurce have from time to time reiterated the recommendations 
mqde by them for securing effective control over expenditure 
(Appendices 11 & IIA). They would, however, like to impress 
upon the Financial Advisers accredited to the varisus Ministr~es to 
take all possible measures to ensure that budgeting was realistic 
and control over expenditure exercised properly nn3 cases of wrong 
estimating suitably dealt with. 

13. The Committee have come across some specific cases in which 
laxity of control over budgeting or contml over expenditure was 
noticed. The more important ones are mentioned below: 

In response to the  Cornm~t tee's request. N~nlstry uf Works, 
Housing and Supply have furn~aked a note (Appcndu 111) 
stating the reasons for the trm-surrendei of ttwsc. savtngs in time. 
The causes for the savings, nameiy. thc nftn-1-cwipt of debits cillwr 
for stores supp11~d or sc~wct .s  rendered b\ ot!!t.r Departments, 
delay In the p y m r n t  on account of cost of land nccru~red r t c  VJWT, 
in :he op:nlun uf the Commlt tw,  foresetabltb and could h w c  been 
taken inlo account rn burlc*ndcrtng the amcjrmls ln tlnw w au 10 
avo~d  laps~ng of funds. 
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@) ~ i n i r t ; ~  of ~ornmuntcatfolld--era& No. &apitcr~ h t h y  on 

civil Aviation--Sub-head A. 1 (page 581) 
There was a savin of Rs. 13,03,464 under this bad. Sirnihly, 

t b m  .unr a saviiig *of Rs. 23.01,303 undeflsub-head E2(2) aiuder 
Grant No. 109 n la tmg to this Ministry. During b e  Course c#f 
examination of these caws, the Committee pointed out that in tht 
light of the ex rience gained ovcr,a penod of yearn, certain 

shou P d be madesin the capital budget sa that surrender 
of lar e sums cuuld be avo~dcd in future. They were assured that 
;he d n i s t r y  haJ already taken up the matter and had d e v M  
rnethds for closer estimating and proper control of expeadlture ace 
as to avoid such large surrenders. The Committee desire that the 
Ministry of Finance should issue general instructions that the 
Ministries controlling larger Cap~tal  Grants snortld conduct a 
review of the progress of expenditure every quarter, and durin 8 the last few m o n t e  of the financial year. every month. This woul 
enable them to surrender funds in excess of l~tqulrernents and 
avoid lapse of funds; alternatively, if the provision appeared 
:::adequate, they can approach Parliament for :orher  lfranLs In 
b m ~ .  Further, a review of this kmd will enable the M~n~st r tes  to 
regulate the flow of expenditure and check rush of expenditure 
in the closing month of the financial year which, in the Corn- 
mittee's experience, is 8 feature always attaching to expenditure 
r,n Works. 

(c) Mtntstry oj Food and Agncuiture--Grant No %Cap#tal 
Outlay on Forests-Sit b-head B- 

The sawng of Rs 6.28,810 under thrh Subhead was not surren- 
d C  Th? Minrs!ry have explained this as  r.,a.nly due to non- 
r e w ~ p t  of stores, non-adjustment of the cost of cqurpwnt  etc. 

C R A ~  NO.  CAPITAL OVWY OX SCHEXBS OF TLIDIN.+ 
GROUP HWDS E, L, M. T AND HH- 

These brmg out lar e savlngs and excesses. The Comvrittcc 
wanted to know why t % c savings were not ~ t ~ l r ~ e d  to tow tht 
excesses and rema~ning savmgs surrendered. The Cornmitt- 
have at the time of writing this Report been ru rn i shd  aPith two 
notes only in respect of ( I )  Group Head HH-immrt of Sagar (Appendix IV) and (11) Group Head 'M' Purrhase of Fe*;t#rs 
*(Appt?nd~x V), whrch give exp!nnatian.i for non-surrender czf Iht 
funds provided for in the budget. In the Rrst c w ,  h Commttt~te 
note that the Min~stry have attributed thas m n - u r m d e r  ta th+ 
uncertainties artsrng from the delay (1) in the shipmcats due toa 
tUfkult shipping posr:lon, (11) tn receipt of Mls for c l t ~ u ~ c t  
charges and ( l i t )  rn rece~p of debits, for im r t  dut levlid a 
Supm from 12th January, 1 951. In the srpco$eiLOe, $ j j  
explained as jar clv due to the non-receipt df debit 

from the lf1gi-1 Cornm~uioner lor Iadu ig .od Ibdh Supply Mlssion, Washington. In thh con-- the. w. 
mittw woulbdraw the atteation of thc' Minktry to 1& &.mparw 
mpmcndaQon made by #em @ Para, 14(b) of wit h a &  

&pm( Lh.t a suitable p d u n  should k cvplvrd to & -- - m- - - -Aa ,.- " - ... - , -.--, - 
.H* ih to wit warn ~ubAi*~iar t~ I ~ P . A S .  * 



timely receipt of debits from the Purchasing M~ssions &broad for 
stores supplied to India so that the provision made in this behalf 
in the budget is not allowed to lapse or remain unutilised. 

The notes in respect of other items are still awaited from the  
Ministry. 

' Similarly, large savings occurred under Grant No. $1, sub- 
heads E 2(6)(2) and E Z(6)(')-Resettlement and Development- 
which were not surrendered. In the note giving explanations for 
this non-surrender furnished to the Committee as desired by them 
(Appendix VI), the Ministry of Food and Agriculture have stated 
that, the Accountant-General, Central Revenues treated both the 
re-appropriations and the surrenders sanctioned in the Ministry 
of Finance Audit Order as null and void for purposes of Appro- 
priation Accounts in this case as they resulted in transfer of more 
funds than were available under some of the sub-heads. Further, 
their expectation in regard to the settlement of the bills on 
account of the purchase of plant protection .materials and jute 
seeds (Rs. 2,56,284) did not materialize. 

The Committee would point out that large unsurrendered 
savings not only distort the ways and means forecasts of Govern- 
ment but weaken Parliamentary control also. 

(d) Minist~y o j  Production-Grant No. 54-Su b-head A 11- 
Royalties and Compensation- 

In this case there was an omission to provide for a sum of 
Rs. 29,72,196 under this sub-head. In extenuation, the represen- 
tative of the Ministry explained that the reasons were two-fold 
viz., first, the Ministry did not anticipate such an excess judging 
from the actuals f w t h e  past three years; and secondly, when the 
probable excesses were brought to the notice of the Ministry in 
February, 1951, it was too late to approach Parliament for supple- 
mentary appropriations. The Committee were further informed 
that the excess was not due to any increase in the royalties and 
compensation, but as a result of payment of arrears to certain ex- 
Indian States in Rajasthan, which could not be foreseen. 

The Comptroller and Auditor-General pointed out that the fact 
that the debit would be raised in the Accounts for 1950-51 was 
made known to the Ministry by the Salt Commissioner but there 
was a miscalculation and the Ministry did not take action in lime 
to ask for funds. The Committee would like to draw pointed 
attention to the recommendations made by the successive Com- 
mittees of Public Accounts since 1947 that the spending authorities 
should maintain a close l ia iqn with their Accourltmg Officers arrd 
ensure that e debitrr are passed on to them for adjustment weU 
ip time dwin  9 the h n c i a l  year. 

14. Ministry of W o d  Aflairs, Grant No. 11-Subhead B.4- 
Secret ~ e r v i c e . & z p e d i t u r e . ~ ~ h e  Committee came across a re- . appropriation of Rs. 58,000/- to the sub-head "Secret Service" from 
out of the savings in other subheads under this grant. Secret 
Senrice Expenditure* is not subject to audit. They feel that 
altho~tbh the re-appropriation in question might b9 in ordsr under 
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the existing rules, it seemed to b6 wrong in principle ~C%XWE i t  
had the efiect of increasing without Parliamentary sanction the- 
quantum of expenditure not subject to audit. The Committee.. 
feel that either the present rule for re ppropriahion of funds within I a grant should be subject to the qua ification t b t  no reappropria- 
tion shall be permissible if it has the effect of increasing the '  
quantum of unauditable expenditure or in the alternative all 
Secret Servige expenditure of t h s  various departments should be 
shown under sub-heads under one grant meant exclusively for '  
Secret Service expenditure. 

15. Cess Funds.--The Committee note that there exist at  present 
a large number of Funds created in the past, to which are credited 
the net proceeds of the Central cesses and surcharges levied on 
specified commodities viz., Tea, Coffee, Salt, Coal, Cotton, Rubber 
etc. for the benefit of the industries concerned. But most of the 
Acts constituting these Funds were passed before the 2omrnence- 
mcnt of the present Constitution. The Committee feel that it 
would not now be constitutionally in order to levy a cess and 
nonstitute a separate fund from the proceeds thereof for an 
earmarked purpose, as under Article 266 of the Constitution, all 
revenues received by the Government of India and all loans raised 
by that Government and moneys received by that Government in 
~cpaymenl of loans shall form one Consolidated Fund entitled the 
Consolidated Fund of' India'. No revenue can be diverted into. 
anv other fund nor can separate compartments be created .within 
the Consolidated Fund. It would be manifestly impossible for 
Parliament to exercise any close control over ihe administratior! 
of public finance. i f  the system of assigning particular receipts for .  
specified purposes prevailed. Further. such earmarking would 
turn out to be bad budgeting as there is no direct correlation 
between the amount of such taxes which i. e ultimately paid by 
the general consumers and the actual requirements f?r the 
development of the Industry concerned. 

The Committee ivcre informed by the representative of the 
Ministry of Finance that they had been trying to review the. 
various Acts under which cesses were being levied, and in consul- 
tation with the Comptroller and Auditor-General they contemplat- 
ed to prescribe a procedure by which the position would be 
regularised. A11 expenditure from any such so-called Fund would 
be subject to the direct vote of Parliament. The Committee 
desire that Government should take early steps to implement this 
suggestion. 

0 
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'IMPORTANT OBSERVATIONS ON INDIVIDUAL MINISTRIES 
16. In the following .paragraphs, the Committee shall refer . to 

*some of the important points that they considered in the COLIC* 
%.of examination of the Accounts relating to the various Ministries 
of the Government of India: 

Audit Report (Civil), 1952 (Part I). 
MINISTRY OF STATES 

17. Para 18A-Integration of former Princely states with the.  
Union of kdia.-With the transfer of Power on the 15th August 
1947 and the lapse of Paramountcy, the Princely States known as 
Indian States numbering 562 units were released of all their 
obligations to the Crown. The various changes which were effect- 
ed resulting in the formation of a complete Union'of the Indian 
States with the rest of India are briefly described in the White 
Paper on Indian States issued by the late Ministry of States. The 
merger of the enormous number of Indian States into compalt 
units was effected some time before the commencement of h e  new 
Constitution. This extremely delicate and dikicult task involved 
some im ortant financial and monetary consequences which were B of consi erable importance both to the Princes and to the newly 
constituted units. The successor States and Government assumed, 
as  a result of the merger and subsequent union with the rest of 
India, full responsibility for the administration of the former 
princely territories. There were many States which had no proper 
system of accounting or  audit and the records were either not 
availafile, or if available, were in a state of chaos. In view of the 
varying difficulties from State to State and the degree of avail- 
ability and authenticity of records coupled with the shortage of 
man-power. the Comptroller and Auditor General could only test- 
check (i) the balances stated to have been taken over by the new 
-authorities at  the time of the merger of the smaller States and 
(ii) whether the values of cash and securities received were the 
values which should have been properly transferred on the dates 
of transfer to be carried out to his local authorities. There had 
been an interval betwegn the dates of the Rulers signing their 
merger Covenants and the actual dates on which the administra- 
tion of the States was taken over by the successor authorities 
which was utilised by or under the authority of the Rulers of the 
acceding States for e n t ~ r i n g  into transactions resulting in sudden 
and appreciable( deple'tipn of the cash balances, dissipation of 

'Stabs assets, transfer of properties from the State to the Royal 
:Household and ot er questidnable transactions, such as transfer of ! State investment to the Rule~s '  accounts etc. The P m m i t t e e  
.were assured that each case listed in the Audit Report as well as 
d h e r s  which were still under examination by audit in which there 
had been an infraction of the broad principles of settlement said 

# 
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to have been followed by Government in settlement with the 
princes would be re-examined by the Ministry in consultation 
wiih the Comptroller and Auditor Gerieral tb see how far  the 
amounts mentioned therein could be retrieved. The Committee 
should like to be furnished with a Report stating the result of 
such re-examination at the time they take. up consideration of the 
next year's Accounts. 

MINISTRY OF FINANCE 
18. Pura. 2 (cf-Compassionate Allbwance-Transfer of the Pen- 

sion Work from the Commonwealth Relations Ofice-During their 
~ u l y  and August, 1954 Sessions, the Committee discussed with the 

of the Ministry of Finance the important political 
and other implications of the contemplated transfer of the work 
coqneclcd with the disbursement of Pensions to the British Per- 
sohnel (Civil and Military) who had served the Government of 
India, together with the liability therefor to the U K. Government. 
They were then lnformed that the details thereof, such as calcu1;l- 
tion of the actuarial value of the pensions, pavment of Indian 
Income-tax on s r~ch  pensions t t c .  wcre being worked ou t .  At that 
time, thc Commit tee expressed some concern whether the coil- 
tcmplated arrangement did not deprive the Government of India 
of their hold on the pensioner whose future good conduct was a 
sine qua noiz for the continued payment of the pensions. The 
represcntativc of :he Ministry of Finance, hoivever, pointed - x t  to 
the CommiLtee that this aspect was taken i n ~ o  account before the 
decision to  transfer the work to ihe U.K. Government was taken. 

19. The Committee now note from copies of the letters* ex- 
changed between the Government of India and the Government 
of the Un~ted Kingdom on the subject of payment of Sterling 
pens:ons in that coun?!y. which wcre lald on the Table of the 
House on ;he l d t h  Nlarch, 1935, that the Government of India 
have agreed to transfer to the Government of United Kingdom, 
with effect from the 1st April, 1955, the control, administration and 
payment of pensions and other liabilities 10 or in respect of 

v r "  persons who have served the Crown. as set forth in the Anne.. 
thereto, payable out of the Consolidated Fund of India or of the 
Consolidated Fund of the States in the Union of India. The 
Government of Indla have undertaken the responsibility to pay 
any instalmcnts of pensions in respect of periods prior to the 1st 
April, 1955, which remain unpaid on the date of transfer. In 
consideration of the acceptance of this transfer, the Government 
of India have agreed that paymCnt of the annuities purchased 
from the Government of the U.K. under arrangements agreed 
upon between the two countries in July, 1948 for the purpose 9f. 
meeting the sterling pensionary obligations of the Dominion of 
India and the Provinces (now States) thcrcof shall ccas? after 
payment of the instalment due on the' lst  March. 1953. 

I 
20. For their part, the Government of the Snited Kingdom have 

undertaken that the balance of the prindpal portion of the debt 
in respect of.annuities referred to a b w e  remaining 'butstanding on 
the 31st March, 1955, after deduction of the capital value on the 31st -....---. -. P -- - *Not printed (Laid on the Table c f the Ilousc oa 10-3-551 
447 L.S. ' 



March, 1955 of the estimated future cost of the pensions and other 
liabilities transferred 'to the United Kingdom, shall be repaid to 
the Government of I d a  in 10 instalments on the 1st April of each 
year commencing from 195Lthe  first of such instalment to be paid 
on the 1st April, 1955. Under these arrangements, interest on the 
balance outstanfling from time to time a t  the rate of 1 per cent. 
per annum will be payable on the same date as the payment of 
instalments. F'rovision has also been made under this agreement 
for the payment of a capital amount to be agreed upon in respect 
of Indian Income-Tax which , the Government of India would 
have recovered on these pensions had the responsibility for the 
payment of these pensions and other liabilities not been transfer- 
red to the Government of the United Kingdom. 

21. The following two issues emerge from the arrangement now 
agreed upon by the Government of India in regard to the transfer 
of all their liabilities for the payment of pension to British pcr- 
sonnel, civil and military, to the United Kingdom Government: 

t i )  the cnmpu~ation of the capitalisrd value of the Income- 
ias  due to the Government of India on the sterling 
penslons; and 

( i i )  the rcck0nin.g of interest on balances outstanding from 
time to timc at the rate of 1 per cent. per annum. 

23. While there would be no difficulty in computing the c a p -  
taliaed valur of the penslons on an actuarial b a s ,  thc Vommit.ce 
arc not clear In -A hat rnanncr the cap~tallscd valuc of the income- 
?as ievlabic on ! r . ~  sterling pcnsions \ro~ild bib amvcd at, parti- 
c u l b ~ l y  in the fact. oi tivo unpredic '1b1c fcatulcs, namcly, t l~c  
fa:ure u:ri of .ncrl*nrb tas  and the i n I , ~ l  \i.o! ld incv!nc of the 
:lcscssees Ip r>ns ioneIs) .  ivhcre thcy had opted to be asscsscd on 
t h e  bass  LI, worid inccmc 

The Commi:ter. also understand that such of these non-resident 
pens!one:s who had not opted for being assesscd on thc bass  of 
their tsvorld income v;crc liah!p ~ C J  super-tax a t  the minimum rate 
of 2 As. 10 Pies in the rupect up to 31st March. 1955 but that the effect 
of the Finance Act of 1955 is to reduce this minimum rate by one-half. 
The Committcc fail to see t:lc. jastification f c t : .  rnaklng this rctduction 
anci would like to bt. informed of thtl financial cfirct of this 
r~xiuctlon on the  5et t l r rn rn t  :o bc wachcd with tire Govcrnrncnt 
of C'.K 

On the 12th Ailgust. 1.448. the ehcn Finance M~nlstcr. thc late 
R. K. Shanmukam Cbctty, In rnonng a denland for cap~tal  outlay 

a n  s:erlmg pcnslons. made i t  clear. that though Sir Stafford Cr~pps, 
the Chanceilor of thc Exchequtx-. presscd upon the Indian delega- 
tion the advisability of complctely transferring Ind~a's liabilit to 
the British Gavernrnept so far as pensloners were concerned in 
return for a h m p  s q n  paymcnt. ttic demand was rcs~stcd on two 

namely, first, the transfer of rcspons~billty to 
'would imply a lack of confidence in 

to thwr pensioners, and secondly, India 
must retain the power to deal w t h  rndividuisll pensioners if they 
have not proved, by their conduct, their loyalty to the country 
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which they had served. It is not understood why these two very 
valid and cogent reasons have been dprwarqed in making the 
new settlehent. 

23. As regards the rate of interest, the Committee feel that, in 
a financial settlement like this, the rate should bea some relation 
to the prevailing rates in the market wbich, for s i ort-term loan, 
is reported to be a t  present in excess of 2 per cent. The Committee 
trust that the Ministry of Finance would carefully examine the 
above points and take all possible Teasures to safeguard the 
financial interest% of the country. 

24. Para 28-Debt position and loans to State and Foreign Govern- 
ments.-The Committee note that at present there is no planned 
scheme for the amortisation of the Public Debt of the Central Gov- 
ernment. A lump provision for Rs. 5 crores is made out of revenue 
every year for avoidance or reduction of debt. As credit for thls 
provision is taken to a Deposit head which closes to Government. it is 
effectually utilised for avoidance rather than reduction of debt. The 
Committce observed that  he provision of Rs. 5 crores every year for 
amortisation purposes was very inadequate and further t h ~ s  amour.' 
lva:; not bemg funded. Thcy were informed by thc representative of the 
M~nistry of Finance that out of the total debt of the Central Govern- 
ment on account of regular loans which stood a t  Rs. 1,400 crores, 
Rs. 700 crorcs was unyroductivc debt and that if they were to take 
this amount of Hs. TOO crorcs and try to amortise it over a period of 
thirty to forty years, they would have to provide out of revenues 
something lllce Rs. 20 crorcs a .car which would upset the Revenue 
budget curnplcteiy and that the resulting deficit would have to be 
cmwcd by borrowing. 

The C(1rnmittcr cons;der tila: as huge sums of money arc being 
advanced by thc C(*rltre tcr t h r  States for ?hanclny their develop- 
mental espend~turc!, the Crntrta should see that adequate arrmge- 
mcnts for rcpa:.ing tlwse loans in t ~ m c  were made by the States. 
Thv Comrnrttce should ltlic to know. i n  due course. the concrete steps 
taken by the M!nistl?; of Finance in this rcspwt. 

25. Dvht  set tlemrwt t ~ ! i t l t  Pukistnrt.-The Committee desire that 
a settlcmcnt with Pakistan should be reached without any furthe* 
delay. 

The Coinmittce would also likc to draw attention to the recorn 
mendatirtns n~nc ir  by thrm in para 57 of thctr Scvcnth Report and 
to be informctl of the prt.scnt position regarding the payment by the 
Pakistan Guvcrnmcnt of thc first three instalments of the Debt pay- 
able by thcm to thv C;ovt.rnmcnt of India which had been prod- 
sionally worked out at  Rs. 300 crores-the first ihstalment amounting , 
to Rs. 9 crorcs fell due on the 15th August, 1952. 

26. Dcbt due froin Burma.-The Committee were informed that 
out of the outstanding debt bf Rs. 48 crores dye to the Undivided 
Government of India, the shnrc of the Governwnt  of lhdia came to 
Rs. 40 crores which was scaled down to Rs. 20 crores. Out of thb' 
b. 20 crores, Rs. 15 crores were to be adjusted b>* wa of rebate on 
the rice deal ~ i t h  the Burma Government. The ba 7 ance of Rs. 5 
crores. it was added, was to be negotiated with Burma during 1955-58 
in carnoction with another rice purchase deal or  some other account 
w 
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The Committee h o p  that this long outstanding debt w o a d  be Anally+ 
settled during the course of 1955-56. 

27. Adjustment of the outstanding balances in respect of payments 
made to the U.K. Gov rnment on behalf of Pakistan.-In a note 
furnished to t5e Commi 1 tee pursuant to action taken on Para 151 of 
their First Report (Appendix VII), the Ministry of Finance have 
stated that according to the report received in December, 1953 by them 
from the High Commissions. for India in the U&. the net claims 
against Pakistan on account of payments (mainly pensions and leave 
salary) made on behalf of the Government of Pakistan stood at 
£579,909/17/11 as shown below: E s d 

Claims by India . . 1,158,Flaa 4 r 
Claims by Pakistan . . . 278,890 6 2 
Balance due to India . . 879,909 17 10 

nayrn:nt received from Pakistan . . 300,oon 0 0 

Net due from Pakistan . . 579,909 17 11 

The Committee trust that the matter is being dil~gcntly pursued 
and that a final settlement of this admittedly complicated question 
would soon be arrived at, if need be, by means of holding high level 
talks with the Government of Pakistan. 

28. *Para 22-Income-tax concessiom in anttcipation of legisla- 
tion.-In August, 1950, Government decided to introduce legislation 
so as to exempt from taxation the "Death-cu?n-Retirement Gratuity" 
payable under the Revised Pens1011 Rules. But before the law was 
amended, they issued orders in January, 1952 to all disburslng officers 
that pending legislation they should not deduct tas  a1 source at the 
time of paying the gratuity. Ordcrs were also issued to the Income- 
tax Department that ~f tax had already been deducted at source refund 
should be given. In January, 1951, Government introduced the 3: 
Ten Year Deposit Certificate Scheme hy declaring that the Interest on 
t$e deposit would be completely exempt irom tax. Slnce these irre- 
gularities were pointed out by Audit, it has been observed that Gov- 
ernment have, in connection with the new scheme of 15 years annuity 
-vtificates, again repea t4  the irregular practice and announced that 
+he interest would be exempt from taxation. 

The grant of these concessjons by executive orders in anticipation 
of legislation was illegal being in esccss of powers vide Section 60(3) 
of the Income-tax Act. 

In all these cases it was not pryper to presume Parliament's appro- 
val in advance, and the Committee trust that, in future, Government 
would desist from gfving or announcing such unauthorised concessions 
prior to legislation. 

29. Para 25--Income Tax Cases.-The Committee were informed 
that there were about 16,000 cases of mluntary disclosures (inclusive 

, of big and shal l  cases), about 2,000 cases of which the Government had 
already some information. The Committee were informed that the 
main featuryof this echeme was that the penalty normally leviable 
under the U w  was not impased in these cases of voluntary disclosure 
of hidden incomes but that there was otherwise no relaxation of the 
scope of enquiry. The recoveries of the tax so realised amounted to - *See a1s.1 Appendix LII 
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.about Rs. 9.7 crores, viz., 15% of the assessed income. While the 
Committee do not want to comment upon the merits or otherwise of 
this scheme, they should nevertheless like to observe that the settle- 
ment in this manner was not quite proper and it, might create 
dangerous precedents administratively. 

0 
MINISTRY OF PRODUCTION 

30. Para 5(b) Delay in disposal o Government buildings.-In 
order to increase t ;I; e production of coal d uring the War, it was decided 
to raise coal by Open Cut Coal Mining methods and the Director of 
Open Cut Coal Mining (hereinafter referred to as D.O.C.C.M.) entered 
into agreements with five Market Collieries for these operations for a 
period from 1st February 1945 to 31st March, 1946, subsequently 
extended to 31st May, 1946. The D.O.C.C.M. constructed both depart- 
mentally and through the C.P.W.D. several buildings a t  a cost of 
Rs. 6.5 lakhs approximately. 

A private firm was appointed as agents of Government from 1st 
January, 1946 to 31st May, 1916 to do the work on behalf of the 
D.O.C.C.M. Organisation. It was stipulated that the firm would be 
responsible for the safe custody and proper maintenance of the Gov- 
ernment properties entrusted to it. 

From 1st June, 1946, this firm, in its own behalf, entered into fresh 
agrecmcnts with the Market Collieries for two years during which 
period Govex%rnent permitted the firm to use their buildings on pay- 
ment of Rs. 50,000 as rent on lump sum basis. On the termination of 
the agreement, this firm did not hand over nor did any Officer of 
Government arrange to take over possession of the buildings. The 
firm paid rent only upto 31st March, 1948. No rent from the Colliery 
Owners had been recovered beyond that date. For quite a long time, 
the location and existence of these buildings had not been verified and 
even their plans and blue prints were not available either with the 
Administration or the C.P.W.D. The Committee were distressed to 
note that no action was taken to fis the responsibility for these lapses. 
They, therefore, asked the representative of the Ministry to investi- 
gate into thc matter with a view to seeing why ( i )  in the drawing 
up of the Agreement, the persons responsible did not specify the 
property which the agreement was purported to deal with; (ii) there 
was delay in locating the property at the site; and (iii) when the 
agreement provided that with the lapse of 12 months i.e., until 31st 
May, 1947, Government would be divested of their property rights in 
thc buildings adcclunt~ action \vasenot taken to s d t m ~ a r d  Go1.e r-  
ment's interests. The Committee also desired that the Ministry should 
investigate why disciplinary action could not be trtken by then1 against 
the delinquent ofllcials. Although a period of more than 10 months 
has elapsed since the Committee had examined this case, they regret 
to observe that the Ministry (JT Productio-n have not so far intimated 
to them the result of the action taken in the matter. They desire that 
fhe Ministry should apprise the Committee of t h e  latest position well . 
In advance of the date when they take up conside~ation of the next 
Year's Accounts relating to that Ministry. a 1 .  

MINISTRY OF. HEALTH - 
31. Para *13(b)--Mispnstings i n  store account:-- he Committee 

desire thaf action Lhould be taken against the persons resvnsible far 
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mispostin s in the store accounts of the Medical Stores Depot con- 
cerned. 1 lthough these mispostings are a wartime legacy, yet the 
Committee desQe that disciplinary action should be taken against the 
ofacials concerned for nd-, having reconciled them even so long after 
the end of thr! war. They should, however, like to observe that the 
mispostings in the ledgers are a concomitant evil of frauds and 
shortages of stores and should always be jealously safeguarded. 

When asked about the steps taken to prevent the recurrence of 
such instances, the representative of the Ministry of Health informed 
the Committee that a Senior Officer of the Ministry of Finance was 
going through the working of the various Medical Stores Depots and 
they were awaiting his Report. The Committee should like to know 
in due course the outcome of this Report and the improvements that 
are sought to be effected in the esisting set up of the Depots. 

MINISTRY OF WORKS, HOUSING & SUPPLY 

32. Pam 6(a)-Payment of Railway fr~ight.-In this case, two 
Officers in the Disposal Organisation, of whom one had since left for 
Pakistan, decided to modify the terms of a sale letter issued to a 
certain firm for the sale of 5,200 tons of surplus Iron Bars, inadver- 
tently described in the tender as 1ymg in Jodhpur whereas they were 
actually at Jubbulpore, without consulting the associated Finance or 
the Special Solicitor attached to the Disposals Organization at Head- 
quarters, thus resulting in an estra expenditure of Hs. 2.08,971 on 
account of Railway freight against the sale value of Rs. 10,66,000. 
The Junior Officer (an Assistant Director Grade I )  who promptly 
recommended the acceptancc of the firm's request that stores should 
be railed at Go~?ernment expense from Jubbulpore to the various 
destinations specified by them. as thclr offer was F.O.R. Jodhpur, the 
excess over the freight between Jubbulport~ and Jodhpur and the 
destination stations only being payable b). them, had sincc left the 
Disposal Organnatlon and jolned the C.11'. & P.C. (Miuku:; Dam Pro- 
ject) as an Assistant E s e c u t ~ ~ ~  Engineer. The same Assistant Direc- 
tor passed another claim of this firm for f re~ght  not covered by even 
the modified terms. resulting In an excess payment of Iis. 3,175. For 
this lapse, the dlspirasure of the Director General was communicated 
to him direct in December, 1950 when he left the Disposals Organisa- 
tion and a copy of the communication was forwardc~l to the C.W. & 
PC. under whom he was employed only in  January, 1952. The Com- 
mittee pointed out that the mannbr of communicating the displeasure 
was not correct anddhat it was communicated to the C.W. & P.C. only 
after Audit had pointed it out. The appomtment of this Officer has 
also been commented upon in Para 74(3) of the Sixth Report of tho 
Public Accounts Committee on the Hirakud Dam Project. 

. The attefition of: the Committee was drawn to the note recorded 
by this Officer while wqrking as Assistant Director in the Directorate- 
General, Su@ ie8 and D~sposals recommending the payment of 
freight to the Arm in this ease. They observed that i t  did not show 
that he was acting in any way under the instructions of the Deputy 
Director General, his immediate superior. The Committee feel that 
the Otficer's plea,'which was not substantiated by records, shou!d 
not have been accepted by the Ministry. The rammibe further 
feel that $ny Officer who makes a propod1 against the Anandd 
0 0 



interest of Government, merely because he has been asked by a 
superior officer to make such a proposal, is not fit to hold any posi- 
tion of trust or respopsibility. The Compittee consider that the 
whole case is surcharged with suspicion and the Officer concerned, 
who had been responsible for causing the State to make an extra 
payment to the extent of Rs. 1,79,000 (Rs. 29,000 having been re- 
covered from the firm later on as a result of negotiations) in the 
form of payment of railway freight, had been let off lightly. They 
are, therefore, strongly of the opinion that the disciplinary aspect of 
this case should be re-opened and adequate punishment awarded to 
the officers concerned commensurate with the severity of the ,pis- 
take committed. * 

83. Para. 6(r)-Arrears of rent of Government property.-The 
Committee noted that the arrear of rent of Govetnment property 
outstanding for recovery on the 1st March, 1954 was Rs. 18,10,000, 
out of wh~ch  Rs. 5.38.000 related to the period prior to 1950-51. The 
Estate Oilicer ~nformcd the Committee that they had cleared about 
Rs. 25 lakhs out of the Rs. 29 lakhs outstandmg o:, thc Is? July,  1951. 
when thc posltlon uVas reviewed. From the  statement showing the 
break-up and part~culars of the amount of rent outstandmg on 1st 
October. 1954 called fo r  by thcm (Appenalu VIII) .  the Comm:ttee 
:lotc that the !otal outstanding on that date ivas Hs. 13.03.1133 as 
per detalls givcn below ;- 

! t r i )  Am )uric outstanding against the various hlinistrius & I)cpar[rncnts af 
thc G,>vernment of India . 1,93,465 

TOTAL outstanding an 1-10-54 . . 1 3 . ~ 5 3 6 3  

The Committee also note from the above statement that the 
bulk of the amount qf rent outstanding is recoverable from 
Government scrvnnts and thck various Ministries of the Government 
of lndia uit. ,  Rs. 11,28,438 (Hs. 9,37,973 from Government servants 
and Rs. 1.90,465 from the various Ministries). The Committee feel 
that it should not be difiicult to enforce recoveries in such cases. 
T h e ,  thert?fore, rtwmmend that special measures should be de- 
vised to liquidate these heavy outstandings. As regards the 
amount recoverable fro111 displaced persons (Rs. 91,451) the Corn-. 
rnittee suggest that the Ministry of W.H. 8c S. should intimate this 
amount to the Ministry of Rehabilitation who should in their turn 
take steps to adjust it from t h e  amount of compensation that might 
be payable to such of the persons who might h a v e  vhrified claims, 
As regards other displaced persons without any verified claims 
and others against whom a sum of Rs. '86,274' w y  outstanding. 
the Ministry .should explow the possibilities of enforting recovery 
by recourse to law, if necessary. 

b * - The Committee further note that the total amount of rant writ- 
ten off duhng t& riod from 14-51 to 90-451 is Rs. 18,971/15/- 
(including Rs. I,&-* on account of damages due fmrn dhplaeed 

fi 
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private persons). The Committee have not been apprised of the 
circumstances under which this write-off had to be done, and in the 
absence of thiq* they have no comments to make. 

34. Para 6: t)--Contract for pre~fabricated buildings.-In this 
case, Government entrusted the Reema Construction Company of 
U.K. with the construct~on of nine blocks of pre-fabricated hospital 
buildings as a demonstratioc of their Patent Syscem of construc- 
tion, claimed to be cheaper, quicker and inore durable than the 
traditional methods. The work was given to the Company in 
September. 1949 without any formal agreement. A letter from 
Government addressed to the Company in September, 1949 was 
taken as the "Letter of intent" and the Compiny's reply as the 
"Acceptance". In terms of this, the Government agreed to pay the 
Company a fixed sum cf Rs. 2.66 lakhs as "overheads". Normal 
processes of audit could not be applied during the execution of the 
work as copies of neither the 'letter of intent' nor the estimates 
were furnished to them. It is interesting to mention that the 
amount paid to the firm was, as estimated by the C.P.W.D., almost 
uoub?e of what the work would have cost had it been executed by 
traditional methods. 

It was urged by the representative of the Ministry of Finance 
before the Committee that as it was intended to be purely a de- 
monstration contract. the rigorous terms of a formal C2.W.D. con- 
tract were unsuitable for this undertaking which was of an ex- 
permental nature. All payments, he added, were covered by pro- 
per sanctions to advances. He also informed the Committee t.hat 
ihe final payment to this firm has not yet been settled and the 
matter was stili under consideration. 

If the 'letter of intent' constituted the agreement enabling the 
Government to make these advance payments, the Committee fail 
t a ,  understand why the Ministry of Law were not consulted be- 
fore its issue, as required under the exist~ng rules for transaction 
of Government business, and why a copy of this was not commu- 
nicated to Audit in the same manner as other contracts are ordi- 
narily communicated as, for all practicd purposes, it took the place 
of the contract. Such a course woulil have enabled Audit to 
scrurinisc the terms under which payments were to be made to 
the British firm. The Committee recommend that such a proce- 
dure should invariably be observed by the spending Departments 
in future. 

It is important tb state here that the original ceiling limit for 
the construction cost of the hospital building was fixed at Rs. 61 
lakhs but the limit appears to have been relaxed and the actual - payment is said to be nearly Rs. 13 Iskhs. 

The cornkittee consider that it was rather unfortunate that this 
firm was brought 'in toedemonstrate this type of "Low Cost" cons- 
truction in Ilqdia, as wriously enough this experimental construc- 
ticrr launched without any'  firm estimates of costs failed, thereby 
nullifying its very purpose. Further, the financial interests of 
the State were not properly safeguarded in the 'letter of intent'. 
Even if. as contelided by the representative of *.he Ministry cf 
Finance. it is conceded that the overheads would be be 
because of $he volume of work to be done%bcing st small, t 7 en heavy that 
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would hdve been a good and conclusive ar&ment against under- 
taking the particular experiment on the particular scale. The 
Committee consider that the entire scheme was ill-conceived ab 
anitio and that responsibility should be fyred. 

35. Pam 6 (f)-Disposal of Surplus American ~tcn&.-ln this case, 
Government entered into an agreement with Messrs. Tata Aircraft 
Ltd. to undertake the agency for the disposal of American surplus 
aircraft spare parts etc. The agreement inter a h  provided for the 
setting up of a small Consultative Committee consisting of repre- 
sentatives of the Government and the firm which laid down certain 
formulae and policy for pricing of surplus stores, the custody 
and sale of which were entrusted to Messrs. Tata Aircraft Ltd. 
Audit scrutiny of a small percentage of the total transactions dis- 
closed that, during the period from 1st April, 1948 to 31st March, 
1950, stores having a book value of Rs. 30.44 lakhs (but priced at 
Rs. 24.14 lakhs by the Consultative Committee) were sold for 
Rs. 7.21 lakhs. The Committee were somewhat perturbed to note 
rhat stores had been disposed of at such low prices thus resulting 
in loss of public money. The Committee. not being satisfied with 
the explanations given bv the representative of the Ministry of 
Works, Housing and Supply, desired to be furnished with a note 
stating the circumstances under which the then Director-General, 
Supplies and Disposals did not exerclse proper discretion to secure 
a n  equitable return for the stores in question disposed of by the 
firm. The Committee have gone through this detailed .note ( A p  
pcndix IX). wherein it has been  leaded that the sales had been 
equitably effected in the circumstances which then existed and 
were examined by the Consultative Committee. In extenuation, it 
has also been explained therein that "Tata's contention that the 
wrlces laid down by the Consultative Committee were mere guides 
and did not circumscribe their discretion in any way to regulate 
them in consonance with the market rates" was held correct by 
the then Director-General. While the Committee do not wartt to 
sit on judgement over the decision of the then Director-General 
thcy cannot help expressing the view that proper discretion had 
not been exercised for securing an equitable return for the stores 
In question and that the whole burden for not doing so has been 
put on the Consultative Committee u-hich is now defunct. 

36. Para 2Nb)  of Audit Report (Civil), 1952-Part 11-lmproper 
pavments to Contractors.-This, is a typical case showing how the 
contractors' claims involving extra payment of about Rs. 18 lakhs 
were sanctioned by the then Chief Engineer: C.P.W.D., without the 
basic records, two years after the completion of the work (CO* 
truction of a Colony of 2.468 quarters for Government servants in 
1944-45). The Committee. are dismayed by the information s u p  
plied to them that although the works were com~leted in 194%- 
nine years ago-the technical sanction has been accorded only .in 
1954. The Chief Engineer. C.P.W.D., then iqcharge of this work 
is stated tq  have left for Pakistan y o n  after Partition. 

.Du~*ins the course of examinqtion of this case, it also transpired . that there was nothing on record to show that any written claim, 
valid grWherwise. for the extra payment of h. 18 lakhs had been 
lodged by the'contraeturs. Secondly, no written orders for doing 
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this extra work had been given except that there was some note 
on the departmental file by the then Chief Engineer to say that the 
contractor's rates had been Analised and he should be paid so much. 
The Committee,"being not satisfied with the explanations given by 
the representatives of the Ministry of W.H. & S. in this case, asked 
for further information on the following points in order to enable 
them to probe into this case fyrther; n 

(i) Did the contractor put in any claim in writing for the 
payment of Rs. 18 lakhs? 

(ii) Whether any Officer who has not gone to Pakistan was 
responsible for any of the lapses and the extent to which 
he was thus responsible? 

(iii) Has any action been taken against the officials who fail- 
ed to prepare the estimates for technical sanction during 
these nine years? 

The Committee regret that although a eriod of over six months R has elapsed since this information was as ed for it has not so far 
been furnished to them. The Committee are constrained to ob- 
serve that such delays in furnishing information to the Committee 
may result in making it impossible to take any action against OR- 
cers responsible for irregularities as. by the time final conclusions 
are arrived at, various changes might have occurred, such as retire- 
ment of the officials e1.c. Cl 

The Cbmmittee observe that in this particular case the Chief 
Engineer and other responsible officers in the C.P.W.D. who 
*handled the case at various stages showed a reckless disregard of 
the cannons of financial propriety in administering public funds. 

The Committee desire that there should be no further delay 
either in furnishing them with information or in fixing respon- 
sibility and taking suitable action against the concerned officers. 

C 

37. Para 6(s)-Waiver of recovery of rent.-In this casc, the re- 
covery of rent for the period from March. 1948. to March. 1950 
amounting to Rs. 1,16,659 due from the Council of Scientific and 
Industrial Research was waived by Government by Executive or- 
ders. The Ministry of W.H. & S. have explained that the recovery 
was waived as Government would otherwise have been obliged to 
make a matching grant in case it was insisted upon. The effect of 
this was that the specific vote of the Legislature was not obtained 
for the payment of this grant to 'the Council. In the opinion of 
the Committee, it was wrong in principle to have bypassed the 
Legislature in this case, thus vitiating the very essence of Parlia- 
mentary control over Public expenditure. 

MINISTqY OF INFORNIATION A ~ D  BROADCASTING 
w 

38. Para 238 of the Commercial Appendix to the Appropriatiorr 
Accounts (Civil), 19&51*and Para 45 of the Seventh Report of the 
P.A.C.*. (Item 89 of the St&tement of Outstanding Recornmen&- 
tionsjComm.ercialisation o the Accounts of A.1.R.-From the 
Accounts of the A.I.R., the C! omniittee note that the standin char- 
ges amount to Rs. 80 lnhhs, the establishment charges balks. 76 ' 

*S84 Ilr, A~gendix X 
I t 
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lakhs, and pa ments to artists to Rs. 41 lakhs, while the receipts 
from licence I ees amount to Rs. 92 lakhs. The successive Commit 
tees of Public Accounts have expressed much concern over the 
failure of the A.I.R. to make itself a self-supportfig unit either by 
effeating economies in establishment charges or by increasing the 
licence fee. The Committee note that the Ministry have abolished 
a number of posts in the A.I.R. with the resultant saving of 
Rs. 2,22,400 p h  annum. Further, they have also effected economy 
by adopting some other measures viz., reduction in programrrles, 
reduction in contingency expenditure etc. They trust that Gov- 
ernment will explore all avenues for effecting further economies. 

39*. Overstocking of materials.-The Committee note that the 
current purchases of stores exceed the issues while there is already 
a large balance in stock. The biggest item under these stores is 
transmitters* valuing about Rs. 50 lakhs. The need of such pur- 
chases should be gone into carefully before making further pur- 
chases. 

40. Losses incurred on the publication of A.I.R. Journals.-The 
Committee note with some satisfaction that the Ministry are sett- 
ing up a 'space selling unit' for the entire Information and Broad- 
casting Ministry which would eventually bring them more revenue 
from advertisements. The Committee wanted to know why it was 
not possible for the Advertising Consultant, Simla to secure ad- 
verllsements for the A.I.R. Journals. They also desired to be fur- 
nished with (a) statement showing the figures of income and ex- 
penditure rclating to the varlous Radio Journals for the gears 
1951-52, 1952-53 and 1953-54 and (b) a copy of the free mailing list 
of the A.I.K. Journals. The statements furnished by the Ministry 
are at Appendis XI. It is noticed fom the statement of income 
andvxpenditure relating to the various Radio Journals that the loss 
on "Betar Jagat" (Bengali) during 1953-54 was Rs. 72.443 against 
the loss of Hs. tE4,tiOY in 1951-52 and profit of Rs. 2.303 in 1952-53. 
The Committee would like to know the reasons for the loss in 
1953-54. 

MINISTRY OF EDUCATION 

11. Para 12 ( i )  of Audit Report (Civi l ) ,  1952-Part I-Working 
of Hostels.-(a) Para 12 (i) ,The Committee wanted to know the 
justification for storing the furniture till August, 52 a t  a 
cost of £10 p.m. for 40 months after t k  premises were sold 
in March, 1949 and also the action taken or proposed to be takenZo 
fix responsibility for the delay of 21 years in approaching the 
Ministry of External Aflsirs for perg-iission to sell the furniture. In 
the note furnished to the Committee at  their instance t(Appendix 
XII) the Ministry of Education have pleaded that as the intention 
underlying the storing of the furniture* was gll alon to effect sav- 
ing to Government by proper utilisfltion'of the d d  f! urniture when 
the new Hostel came into existence, although unfortunately the ex- 
p t a t i o n  did not materialise, a e y  did not consider it necessary ta 

- -- - 

*Surbo Appendix LXIX 
t&t m n  by*~udit.kfarc submisrion to tbc P.A.C 
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take action regarding the fmiJig of responsibility for the delay in the 
disposal of the furniture. The Ministry have further stated that 
the intention of the High Commission in not selling the furniture 
in 1949 was that it, would not have fetched a high price, being second 
hand. On the oJher hand: it was expected that its utilisation for 
the other hostel in a more central and convenient position, which 
was then in view, would be of better value in the shape of saving to 
Government on the cost of new,furniture for the o t h q  hostel. While 
the Committee do not desire to probe deeply into this old case, they 
cannot, help expressing the feeling that there was no ostensible 
justification for the Indian High Commission in retaining the old 
furniture for use in the new Hostel, and they should not have conti- 
nued to incur avoidable expenditure on storage for such a long 
period as 40 months merely on an expectetion which did not mate- 
rialise eventually. 

(b) Para 12 (ii) The Committee note tilat in the case of this 
Hostel, which was leased with effect from 1-10-45, the loss on the 
first year's working amounting to £728-14-5 was repaid to the 
University of London. Further losses were shown in the Hostel's 
Accounts for the year 1948-49 and for the subsequent period upto 
30-9-1950, when it was closed. The High Commissioner's Office paid 
in March, 1951 £1536-2-11 to the London University for repayment 
of their claim. Although the payment was reported to the Govern- 
ment of India in October, 1952, they have not yet accorded sanction 
to it. The Committee note that the Ministry of Educ:ltion are still 
awaiting details of this expenditure frorn the Indian High Commis- 
sion, on receipt of which they hope to investigate into the matter 
further. The Committee do not understand why the Ministry did 
not move much earlier to look into this aspect of the matter and 
call for details of this claim from the Indian High Commission. The 
Audit Report in question was presented to Parliament on the 19th 
May, 1954 and the A u d t  para in question must have been sent to the 
MinQtry even before the Report was printed. The Ministry should 
have initiated action immediately to call for these details and made 
available this information at the time the Committee took up exa- 
mination of this case. The Committee feei that it is upto the 
Ministries to initiate prompt action in all matters brought to their 
notice by Audit and not postpone action until the n d i t  paras come 
up  for consideration by the Committee. 

Another point that arose in this case was whether reimbursement 
to the Government of India of the charges paid on account of local 
rates for the period of the lease of the premises of this hostel was 
due from the U.K. Millistry of Works according to the law then 
obtaining in that country. 

The Committee regret to point out that no reference on this point 
was made to the Ministry of Education by f ie  High Commj:;sior,.  he 
Committee should like,to know in due course the further develop 
ments in this case and the pros ect of the claims for reimbursement 
being entertained, by the W.K. 8overnment. 

42. *Para 34 ( i ) - ~ o n - l a ~ s i k ~  Grants.-In this case d e  grant of 
' Rs. 6,75,000 was made in March, 1952 to Delhi University for build- 

ing purposes with thq direction that it should not be spent until 
---.--- .". -.- - .. .,.",-- " ....- 

'See Appendix LXXI L 
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further a proval and should be kept under 'suspense'. The approv- 
al was n % t given before the close of the finahcial year 1951-52, but 
the unspent grants were allowed to be retained by the University 
instead of lapsing to Government. I t  is obvious that this was deli- 
berately done to avoid lapse of funds. It  was statsd by the Ministry 
that the payment was made in pursuancl! of a pollc decision of the 2' then Government of India taken in 1942 to centrali e all Colleges in 
the University campus. Thc representative of the Finance Ministry, 
however, expressed his regret that t&e position was not reviewed in 
1952 in the context of the changed circumstances before making the 
payment. 

The Committee draw attention to Para 42 of their Seventh Re- 
port, wherein they had emphasised that the provisions of Rule 207 (2) 
of the General Financial Rules, Vol. I, which lays down that 'only 
so much of the grant should be paid during any financial year as is 
likely to be expended during the year', should he strictly followed 
in the matter of payment of grants to private bodies and institutions. 

During the course of the discussion which the Committee had on 
the subjcct of non-lapsing grants, the representative of the Ministry 
of Education pleaded that the payment r)f grants to Universities 
should be made in advance of actual requirements if progress in the 
educational sphere was to be achieved. In this connection, he has 
also submitted a note (Appendix XIII) to the Committee setting 
forth his,suggestions that in genuine and exceptional cases as men- 
tioned bclow, a deviation from the prescribed procedure of the 
General Financial Rules might not br considered an irregularity, 
provided always that thc necessity of such a deviation has been 
carefully esnminccl and concurred in by the Ministry of Finance. 
He says: 

"( i )  T!?c primal.. condi:ion of !he grants from Government 
was that the privatc bodies concerned should find an 
ecjui\~alcnt sun1 from their own funds to complete, the 
work for which the grants were sanctioned. 

(ii) The purpose of the grant was development of educational 
facilities for which Government was mpre anxious than 
the private bodies receiving the grant. 

(iii) It was after considerable difficulty and adjustments that 
the private bodies could declare themselves capable of 
satisfying the primafy condition mentioned at (i) above 
and this was done towards the close of the financial year. 
Now, if the Government grants &ad been postponed or 
partly paid in accordance with the prescribed procedulle, 
there was every chance of the private bodies concerned 
backing out wit$ the result that the purpose of public ser- 
vice in view could never have been achipved." 

The Committee think that now that the ~ o v e r n d e n t  have decid- 
ed to establish the University Grants Cornhission which would 
enquire into the financial needs of Universities and 'allocate and dis- 
burse grants to them and that a Bill seeking to constitute this Cor-, 
p8rat.e body has since been intioduced in Lok Sabha, this matter 
should better be left for consideration by thdt body. 

b . 
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of the Public Accounts COW 

Outstanding Recpmmenda- 
Bharati University,-The 

out that although provision exist- 
ed in the Acts of Banaras, Delhi and Aligarh Universities for the 
audit of their Acamnts by ,the Comptroller and Auditor-General of 
India, the Visve Bharati Act provided that the accounts of the 
University are to be audited "according to the directions of the 
Central Government". The Committee, therefore, wanted to know 
the reasons for placing the Visw Bharati University , on a different 
footing from other Central Universities in respect of the audit of its 
accounts. In  a note (Appendix XIV) submitted to the Committee 
the Ministry have stated that the idea that the accounts of the 
Visva Bharati should statutorily be audited by the Comptroller and 
Auditor-General did not occur to the Government (in the Ministry 
of Education) at the time the Visva Bharati Bill was drafted. The 
Acts of the other Central Universities were amended later and it 
was, therefore, decided to make provisions in this respect. The 
Ministry have, however, stated that early opportunity will be taken 
to amend the Visva Bharati Act so as to bring it in line with the 
other University Acts, so far as audit by the Comptroller and 
Auditor-General is concerned and also to make a statutory provision 
for submitting the Audit Reports of the Comptroller and Auditor- 
General on all the Central Universities to Parliament. 

CABINET SECRETARIAT 

44. Para 17-Repayment of d t ~ c s  bg an O.ficer.-As desired by 
the Committee at their sitting held on t h e  23r.d October, 1954, the 
Cabinet Secretariat submitted to them a note setting forth the facts 
of this case (Appendix XVI.  In this case, an Officer, who has since 
died, obtained in October, 1949 an advance of Rs. 4,200/- for the pur- ' 
chase of a motor car. When Audit pressed for the dealer's receipt 
for verification, he produced a receipt, after protracted correspond- 
ence, in May, 1950, which was in respect of a car purchased by him 
6 years previously i.e., in September, 1943. 

This irregularity was brought to Government's notice by Audit 
and the balance of Rs. 800 then outstanding was recovered from the 
officer's pay for April, 1951. The Officer who was at this time under 
re-employment for 6 months with effect from the 1st January, 1951 
was allowed to retire finally from Government service on the 1st 
July, 1951. No disciplinary action was taken against him on the 
grounds of his past good record. It' was explained that earlier ac- 
tion could not be taken against him as all correspondence in the 
matter, between the Officer and the Accountant General, Central 
Revenues, was never brought to the notice of the higher officers till 
the 9th April, 1951. . 

It has not been fuliv established to the satisfaction of the Com- 
mittee that the higher officers in Cabinet Secretariat were not aware 
of the facts of tQis mse at' an earlier date than April, 1951. The 
evidence of t h e  representative of the Cabinet Secretariat who ap- 
peared before the Committee at  their sitting on the 23rd October, 
1954 in this connection was not satisfactory. t 

* 
e 
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The Committee note that Government have since issued orders to 
all their Ofacers that in every case in which an audit objection has 
been raised concerning irregular claim8 or action of offlcers, the 
offlcers concerned with the alleged irregularity should never them- 
selves deal with the objection but should submit the papers to 
higher authorities. 

Ci 

MINISTRY OF COMMUNICATIONS 

45. *Item 121 bf the Statement of Off tstanding Recommendations- 
Recovery from the Chinese Government (Appendix I) .-The Com- 
mittee understand that the question of recovery of the sum of 
Rs. 1,15,000 due from the Nationalist Chinese Government is being 
pursued at diplomatic level. The Committee may be informed, in due 
course, of the further development in this case. 

46. Item 121-A of the Statement of Outstanding Recommenda- 
tions-Appointment of an internal Accounts Oficer in the Overseas 
Communications Service (Appendix I) .--From the Memorandum 
submitted to them, the Committee note (Appendix XVI) that the 
matter is under consideration with the Ministry of Finance. The 
decision arrived at may be intimated to the Committee in due course. 

47. Item 123-Recovery of Pakistan's share o j  contribution to the 
International Civil Aviation Organization paid by India for the 
period 15th,August, 1947 to 30th June, 1948 (Appendix I).-The 
Committee note from the Memorandum (Appendix XVII) submitted 
to them by the Ministry of Conlmun~cations that the Secretary 
C;c:?i.rcll, I.C.A.O. has bccn requested ta refund the sum of S13,635.00 
paid by Indla ($15,070.00 and $365 00 p a d  as Pakisinn's shares of 
the General Fund and the Joint Support Emergency and Working 
Capital Funds respectively) or to adjust it against India's future 
contribution to the Organ~sation. Further progress in the matter 
may be intimated to the Committee in due course. 

0 

MINISTRY OF FOOD AN11 AGRICULTURE 

48. Para 8 (c)-Barter A y c e n z m t  for Wheat.-In this case, the 
Government of India had tu bear the ste\.edoring charges amounting 
to Rs. 68,599 in a barter agreement for wheat with a foreign country 
as the latter refused to bear the liabiiit:, on the plea that the term 
c.i.f. Indian port did not include stevedoring charges. The Commit- 
tee desire that in order to avoid the recurrence of such cases in 
future, the terms and conditions of the contract with foreign coun- 
tries should invariably be very precisely defineti. 

0 

49. Para 8 (d)-Loss on purchase of condensed milk.-In 1948 
condensed milk was purchasd by the Ministry of Food on an indent 
from the Ministry of Rehabilitation for conshmption at various 
refugee camps in the country. The milk turne'd out to be bad and 
had to be destroyed. It resulted in a loss of a b w t  rupees one lakh 
to the Government. The Public Accopts  Committee considered 

*See Appendix LXXII 
8 
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this matter at  their sittings held on the 28th and 29th October and 
2nd November l954., Since, there was no agreed decision between 
the Ministries concerned, ie., the Ministries of Food & Agriculture, 
Rehabilitation and Health, about the responsibility for the loss, the 
Committee directed that the matter should be examined by the 
Ministry of Findnce and a note sent to them apportioning responsi- 
bility for the lcss on the Ministries concerped. The Committee have 
read with interest the note submitted to them by the Ministry of 
Finance (Appendix XVIII). They note that since there was no 
warranty clause in the cont r~2t  the Government's -ase for recover- 
ing anv damages from the firm named Khadi Pratisthan, Calcutta 
was weak. The Rehabilitation Ministry pointed out that the firm had 
given in a separate letter a warranty of three months. A letter was 
written by the Food Ministry to the Khadi Pratisthan asking them 
to show cause why they should not be made to bear the loss, but 
their reply was that the Food Ministry while placing orders for the 
milk stated that the stores would be accepted if found in good con- 
dition on examination on arrival at destination. Having not exa- 
mined the second lot im~nediately on arrival, the Food Ministry were 
not in a position to take advantage of the firm's responsibility for 
delivering the stuff at consignee's end in good condition. The Com- 
mittee agree with the conclusions 3rrivcd at by the Ministry of 
Finance that if an examination on al.ri\.al had been done, it was 
probable that, as in the case of the first lot. n portion of which was 
also found unfit for human consumption on account of deterioration, 
the Khadi Pratisthan would have agreed to take back the damaged 
portions of the second lot also. 

The Committee recommend that the Mmistry of Finance should 
issue general instructions for the guidancc of all the Ministries that 
in case of all such contracts. the warranty clause should invariably 
be provided in the agreement and in case o f  fallurc on tile part of 
the contracting part>. to supply the stuff according to the specifica- 
tions laid down in the agreement. this clausi~ should be invoked. In 
the present case, the Committee dcsirP that action should bc taken 
against the officers responsible in the Ministry of Food & Agriculture 
for not having provided the warranty clause in the agreement with 
the Khadi Pratisthan and also not examining the second lot imme- 
diately on receipt and sending it hack t o  thc firm with a view ro 
avoiding this loss. They should like to know in due course the ac- 
tion taken by the Ministry in the matter. 

50. Para 8 (e) -Purchase without competitive tenders.-In this 
case, an officer specially deputed by the Government for negotiating 
certain purchases in U.S.A. made independent negotiations for 
purchase of equipmant from a firm without consulting the India 

* Supply Mission, Washington. On the basis of this officer's ne otia- 
tions, the Ministry communicated its acceptance of the price direct 
to the firm and later on sent an indent to the Supply Mission, 
Washington with the.suggestlon that th6 order may be placed on the 
firm. The Ministry is reported to have forbidden the Mission from 
faviting tenders. . . 

The ~ o m m l t t e e  des:re that it should be firmly lqid down that 
whenever any officer is sent abroad for procuring supplies etc., he 
should follow the normal procedure of associating with the Heed of 
the Supply Mission in that country before starting any direct 



. negotiations with the manufacturers or, suppWrs there. Further, 
Ministries should not enter into commitments with foreign manu- 
facturers or suppliers direct without the intervention of the Supply 
Mission or any other Organisation set up by Government. 

51. (i) Item 72 of Outstanding ~ecoDlm'mdati&t~ehabilitation 
o Pashabhai Patel Zmplements (Appendix I).-The various aspects of 
t rf is deal have been commented upon in the Twelfth Report of the 
Committee. Tht Committee note (Appendix XM-item 72) that as 
a result of Government's negotiations, action on the enquiry by 
Shri Divatia in the case of these implements has been completed and 
the Arm have a reed to pay Rs. 3,35,650/- for rehabilitation of the 
implements. &e Committee are informed that Government do not 
intend to undertake mass-scale rehabilitation of all these implements. 
The Committee stress that the Ministry of Food and Agriculture 
should examine the disposal of these implements in the light of the 
observations made by them in their Twelfth Redr t  to the best 
possible advantage of the Government. 

Commercial Appendix to the Appropriation Accounts (Civil) 
1950-51. 

(ii) Para 188--the Central Ttactot Organisation-Worbhq, 
0ve.-heads.-This para disclosed that the percentage of shop over 
heads to direct labour further increased to 404 in 1951-52 and 421.74 
in 1952-53, h the case of Delhi Workshop. 

Similarly, the percentage of shopoverheads to direct labour in 
the case of Bairagarh Workshop increasd to 469 in 1951-52 and 
713.83 in 195253. 

These extraordinary increases in the overheads call for serious 
notice. The Committee are informed (Appendix XX) that an 
Expert Committee consisting of a representative of the Ministry of 
Finance and a T .  C. M .  Expert has been set up to study the problem 
and their recommendations would be implemented as soon as th?m 
are received. The Committee would, therefore, await a further 
report from Government. 

52. Para 192 ( a )  -Founw Equipment.-Explaining the reasons 
which led to the placing of these indents and the subsequent decision 
for not installing the foundry (Appendix XXI), the Ministry have 
stated that it was taken not only because the number of tractors 
was reduced from 375 to 240 but also because it was considered 
that it would be more economihl not to have the foundry. The 
Central Tractor Organisation then took steps to dispce of the 
equipment and has been successful in disposing of equipment worth* 
Re. 54,827. For the remaining equipment worth F k  89,745l-, thg 
C. T. 0. are stated to be q M n q  attempts for di 
mjttee consider that this case lndicgtkl that. in 3-l- entq were The placed =Om- 
without an adequate knowledge of foundry~practice and timely 
actioa war, not taken to cancel the indent. 

59. Pam @%Bolanee of s t m  c.T.Q.-$~~ c'omm\utee desired to 
b o w  why the rtores were continued to be purchased when the exist- 
ing dtock was sufRcient to meet flwyears' re&iirements. The Ministry 

*have stat+ (Appendix XXII) that the closing halance of stores as 
on 31444 was a b u t  Rs. 1.49 ero1ps. The Committee would like to 

147 LS. * 
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know why purchases in excess of the annual re~uiremRnt~ were 
made during the y e k s  1951~52 and 1952-53 and also ther extent of 
the surplus purchases. They would suggest that the responsibility 
for the excessive purchases should be Axed and adequate action 
taken against the officers concerned. 

54. Para 208 (vii)-Reserue Pool of Ferti2isers.-When asked 
about the extent of the claim for the shortages of Rs. 5,00,950, lod 
ed against the suppliers. the Ministry have stated (Appendix XXI% 
that claims were lodged for' the entire shortage' against which 
recoveries so far adjusted in accounts amounted to Rs. 64,1531-. A 
further sum of Rs. 48,015 has been withheld from the contractors' 
bills for adjustment against shortage. Claims to the extent of 
Rs. 2,71,583 are still under correspondence with various parties con- 
cerned. The Committee should like to know the progress made in 
the clearance of these claims. 

The balance ~f the claims amounting to Rs. 1,17,199 is stated to 
have been treated as irrecoverable. 

55. Report of the Training and Employment Services Organisation 
Committee (Shiva Rao Committee) - Recruztment through the 
agency of Employment Exchanges.-Attention of the Committee 
was drawn to para 88 of the Shiva Rao Committee's report from 
which it appeared that the Government were spending 8s much as 
Rs. 201- for each placement of casual labour. In para 94, the Shiva 
Rao Committee had also pointed out that the figures of placement 
had been inflated. It would be seen, therefore, that the average 
cost of placement is much more than Rs. 20/-.+ T h ~ s  seemed to be an 
extraordinarily high rate of expenditure for securin each placement 
of casual labour. The Committee were not satisfi e f  with the expla- 
nation given by the Ministry in regard to this aspect and, therefore, 
asked the Ministry to clarify the matter further. 

0 

As desired by the Committee, the Ministry furnished to them a 
note stating briefly their views on some of the principal recom- 
mendations made by this Committee (Appendix XXVI). This 
Committee have recommended that the obligation on Government 
employers to notify vacancies should apply equally to firms engaged 
on Government contracts, to undertakings in which Government 
are shareholders and to establishments which have received aid 
subsidy from Government. 'Although, just as the Ministry have 

inted out, this recommendation will not impose an obligation on f? W. D. and other ccntractors to actually recruit workers through 
'+.he Exchanges, yet they feel that the obligation to notify their . 
vacancies will encourage contractors to utilise the services of tb 
Exchanges to a greater extent, which, in turn, will lead to the l m -  
ing of the grip of jobbers ori such labour and would also make it 
possible for 'Government to observe the degree of compliancrt with 
the Minimum Wages Act in this fleld of work.' The Commftke 
suggest that the Ministry of Works, Housin and Suppl and other 
bi spendfng*Wni.tries like %he Itallways, befence A PON and 

i ~gCgnphs Department should, in. mdtation with the Wnhtqr d 

*Su rlro Appmdht XXIV'. 
* 
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Labour, examine the proposal to insert a mandatory clause in all the , contracts csming wlthin their purview. whereby the contractors 
should notify vacancies to the Employment Exchanges. 

56. Maintenance of National Employment Register.-The Com- 
mittee note* that so far no effective steps &ave beea taken by the 
Ministry of Labour for keeping track of the ex-traineg, They feel 
that when Government are spending considerable sums of money 
for the training of skilled labour, they must see that the trainees 
were properly ubilised. The Committee should, therefore, like to 
impress upon the Ministry the desirability of evolving a scheme for 
better follow-up of the trainees immediately after their discharge 
from the Training Centres. As one of the means to achieve this 
end, the Committee suggest that the Employment Exc$anges Train- 
ing Organisation should maintain a National Register of persrns 
trained by them so that they might know where a person was 
employed after training and whether the manpower resources were 
being fully utilised for the economic advancement of the country. 

MINISTRY OF EXTERNAL AFFAIRS 
57. Para 4(a)--Outstanding recoz.eries.-The Committee learn 

that a claim for Rs. 3,62,186, being the cost of some agricultural 
implements supplied to the Afghanistan Government sometime in 
1943, has since been put up against that Government. It is, however, 
relevant to mention here that the special report to Government in 
this case was made by Audit on the 7th June, 1945, and the cost 
of the supplies has been lying in Suspense Account during all these 
years. The Committee observe that the keeping of any transaction, 
In Suspense Account pending recovery for practically one decade 
seems to be highly irregular. They, therefore, take this opportunity 
of making a suggestion that a special scrutiny of the transactions 
under. "Suspense1' may be conducted with a view to seeing that 
no such items are lying uncleared for such long periods. In this 
particular case, they should like to know in due course the progress 
made in the settlement of this long outstanding item. .. 

t58. Para 4(b)-4verdrawaI oj  Exchange Compensation Ailout- 
mace.-It was discovered that some of the officers stationed in an 
Indian Mission abroad had indulged in illegal currency operations 
over a period of years and had given false certificates on the strength 
of which they drew Exchange Compensation Allowance to which 
they were not otherwise entitled. All these irregular transactions 
and mal- ractices were of the utmost gravity. Gravest of all was P the pract ce of drawing Exchange compensation Allowance by giving 
false certificates. 

59. The Committee desired to know why Gdvernment could not 
resort to criminal prosecution against the officers and staff who had 
indulged in these mal-practices. They were informed that criminal 
prosecution was not cons ided  desirable as it would be politically 
embarrassing. The Committee were informed that theVHead of she 
Mission was reduced in rank for a period of three years and action 
against other OtTlcers and staff of the Missioh, is  under, consideration. 
The Committeg take a serious view of qplcers producih false certi- 
dcates and t n u t  that adequate action will be taken agthst them. -- v- - w e -  --- -- --------. . * "----.-- """,---- 

*Su rlu Ap adu XXVIII. 
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60. The Committee note that the Ministry have w e n  steps to 
tighten up the procedure by clarifyin the instructions regarding ' 'A remittance facilities to Officers and sta serving in Indian Missions 
and by setting up a strong Foreign Service Inspectorate which would 
be visiting all the Missiqns. As one of the measures to prevent the 
recurrence 05 such irregularities in future, the Committee would 
sug est that the Foreign Allowance of the Officers concerned should 
be fl xed in the currency of the countries in which they are serving 
and Exchange Compensation Allowarxe abolish& 

61. Para 4(g)-Advance payment by  the High Cotumiasioner 
for India in London for acquzsition of premises (Gaiety Theatre).- 
In May 1950, the High Commisshner, in view of the need for 
additional office accommodation in London, received Government 
approval to negotiate for the acquisition of a lease of premises to 
be built on a site near India House. Mr. X, a Solicitor, who had 
become a director of a property company on l l th July, 1950. told 
the High Commissioner in the morning of that day that unless he, 
Mr. X, who had not got the money. paid the existing lessee f 17,000. 
n a n d g  10 per cent of the purchase money, before 3 P.M. that day, 
the lessee would close with another party and the site would be 
finally lost to India. Accordingly. on l l th July, 1950, the High 
Commissioner advanced .f 17.000 to the above property company with 
the concurrence of the financial adviser and the legal adviser, against 
a promissory note signed by Mr. X for and on behalf of the Company 
and the deposit, with the High Commissioner, of th? Company's 
contract with the lessee for the purchase of his rights in the property 

'for a sum of E 1,70,000. The Committee are surprised to learn that 
the Financial Adviser and the Legal Adviser to the High Com- 
missioner had accorded their concurrence in this proposal. The 
said Company was floated in December, 1949, with a nominal capital 
of E 1,000 and issued capital of f 2. The money was paid by the 
Company to the solicitors of the lessee as stake holders. The con- 
tract between the Company and the lessee was due for completion 
&iginally on l l th October, 1950 but had not been completed inspitc 
of excessive extension allowed by the lessee. The lessee had for- 
feited the money on the failure of the Company to complete the 
contract. The Committee were informed by the representative of 
the Ministry that there was some delay in finalising the agreement 
between Mr. X and the High Commissioner for construction of a 
building etc. and in the meantime. the High Commissioner decided 
to make enquiries from other development companies who were 
prepared to offer better terms than Mr. X without finalising the 
agreement with him. 

I, The Committee i r e  q b l e  to appreciate why it was considered 
expedient by the High Commissioner to start negotiations with other 
parties after the advance amounting to E 17,000 had been pdd to 
Adhil PT Fies  Lfd. ,  and why there should have been so much 
delay in 1 nalising gither of these arrangements. 

62. The C mmittee regret to learn that there is no 
recovering td amount of f 1'1,000 as, according to the 
Law, the Government of fndia could not proceed 
an individual and that they cauld only proceed against him in htr 
eapacity as Directpr of the Company which, they understud, haye 
no assets. 

* 
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63. The'committee also note from tde Audit CO-ents that an 
unsatiafacto feature of this case is the incom leteness of recatdo. 
They would%e to know the ste s taken by the inistry of External R & 
Affairs to set matters right in t is directien. The Government in 
extenuation have ur ed that the persons who negoliated this dad & were actuated by e best of motives but, unfortunately, tas 
uequence of events went against'them which has now resulted in this 
loss, which has now to be written off.. 

64. This is another case in which the Government of India entered 
into a contract with a mushroom company as an intermediary, which 
had a paid-up capital of E 2 only, and advanced as much as E 17,000 
to that Company on the signature of a person who had become a 
Director of that Company on the very day. The Committee fail to 
understand why it was at all necessary to have recourse to an inter- 
mediary instead of dealing direct with the lessee, more particularly, 
as the lessee was himself brought into the discussion subsequently. 
The Committee wish to record their strong disapproval of the action 
taken in this case also. 

MINISTRY OF TRANSPORT 

65. Pasa 10 of Audit Report-Part I--Compensation to Shipping 
Companiesr--At the instance of the Government of the U.K., a 
number of ships borne on the Indian Register were requisitioned 
by the Government of India during the last war exclusivel for the 
use of the Government of U.K., but before undertaking & e work, 
no agreement was arrived at with that Government for the re- 
covery of amounts to be paid to the Shipping Companies. Against 
a sum of Rs. 8.01 crores actually paid by the Government of Itdia 
to the Shipping Companies as compensation, the U.K. Government, 
after protracted correspondence, accepted liability for only Rs. 5.95 
cmres and contended that they would not pay anything in ex&ss 
of the scale admissible under their own Liner Requisition Scheme. 
The Government of India had therefore to bear the difference of 
Rs. 2.06 crores. It has been urged that as the Government of Icdia 
could not persuade the Indian Shipping Companies to accept the 
U.K. rates of compensation the then Finance Member (in 1942) had 
agreed to higher rates of compensation being paid as including a 
measure of assistance to the Indian shipping industry towards ;ts 
post-war rehabilitation. If it wemuso, the Committee fail to tinder- 
stand why subsequent attempts were made (though in vam) Ly 
Government to recover the extra amount Srdm the U.K. Govern-, 
ment instead of taking a straight vote of the then Legislatm for 
this gqwit-in-aid, Actually, no such legislative vote was taken. As 
the expenditure relates to the Pre-Partition period, there is however 
no question of taking the Parliament's vote niw. 

66. Scheme fo7 the p u t c ~ e  and ~ r u c t i o n j o j  Laghtffr Cruup 
Nesd E E ) - p q p  669 of the Accounts.-The Commit* sho A d like 
to know t h e  present position regardidg recove of the a t  ( R a  
73,911) of two barge8 fmm the @mmander-inrehid. East India. rn 
NIvhl Headquarters, Ceylon and also about p e  recovery c.* the 

*U.K.'r stare of deflcit in the Amunt .  
* . 
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MINISTRY OF COMMERCE AND INDUSTRY 

67. Para 9(;)-Storane of articles in a private warehouse.-This 
para discloses that an avoidable expenditure amounting to £354 
was incurred on the storage of certain goods and materials in a 
private warehouse after they had been used for exhibition and 
publicity purposes. The rem~va l  of stores actually took one full 
year. The Committee note that* instructions have since been issued 
by the Ministry that in order.40 avoid such losses resulting on 
account of indiscriminate storage of surplus materials supplied to 
the Trade Representative abroad for exhibitlon or trade publicity 
Durposes, all such materials when rendered surplus or found unfit 
for further use, should not just be stored away, without first explor- 
ing the possibility of their disposal either by public auction or by 
distribution to the indenting Ministries or the relevant parties. In 
view of this, the Committee would not like to pursue the matter 
further. 

68. 9 (b)-Transport of Cloth.-The Textile Commissioner, bom- 
bay entered into a contract** with a shipping firm early in 1944 for 
the transport of cloth by country craft. One craft carrying a cargo, 
v ..!oth and bound for two ports in Southern India reported 
leabqge soon after it left Bombay in March, 1944. It  therefore, 
anchored a t  the nearest port and under the instru2tions of the 
Purchase Officer brought the cloth back to Bombay in June, 1944. 
In the meantime, there was a dockyard explosion in Bombay as a 
result of which a very considerable part of the godown accommoda- 
tion had been blown up. This coupled with the advent of monsoons 
led the cloth to be stored and salvaged in a nearby mill godown as 
there was no storage accommodation available within the Bombay 
Port Area. As the entire cloth valued at Rs. 5,61,220 deteriorated 

nsiderably, it was sold by auction in September/October. 1944 
or Rs. 1,76,811. In May 1947, the quasi-judicial Enquiry gave its F" 

verdict? against the firm as the vessel was unseaworthy when it 
commenced voyage, but when the case was taken u by the Arm 
to the Bombay High Court, the learned Judge held t 71 at it did not 
come within the purview of the Carriage of Goods by Sea Act, and 
as !here was no charter of the vessel by the Government, the judg- 
ment$ added, no claim couid be enforced against the firm for the loss 
or damage. 

The Committee observe that firstly there was no point in tring- 
ing the cloth to Bombay when it was known that there were no 
storage facilities. Secondly, having brought it  to Bombay and 
finding that no storage accommodation was available, action to 
dispose of the goods should have b e p  taken immediately instead 
of leaving the goods lying'out in the open. Thirdly, a claim d ~ o u l d  
have been lodged Immediately with the carrier firm. The Ministry 
of Commerce and Industry have, however, defended the delinquent 
officers, thxfbgh wh&e contributory failure this loss has been 
caused to Government, bSf pleading that them waa no culpable 
--- 

Ssr Appendix LjCXVI. 
** Scr Appendix LXXVII. 
t Su Appendix LXXVIII. 0 

t Su A~pendir LXXIX. 



3s 
negligencg on their part as the comctDlegal $sition was not clear 
till the High Court pointed it out. The Committee do not agree 
with the Ministry that there was no ne ligence on the part of the 
Textile Commissioner and his officers. Ifowever, q the case is old 
and there were abnormal circumstances, ibey do no$ wish to pursue 
the matter further. The shipping firm, the Committee understad, 
have since obtained a decree against the Government for their 
dues and the less will now come to 8s .  3,84,409. 

69. Page 218-Grant No. 53-Note 5-Grants to the Cottage 
Industries B,oard.-The Committee wanted to know whether Gov- 
ernment had satisfied themselves that the grants ,ma& to the 
various State Governments and non-official organisations wi% a 
view to financing schemes for developing cottage and small scale 
industries had been utilized for the purposes for which they were 
intended. They were informed by the Secretary, Ministry of 
Commerce & Industry that there were considerable delays in g e t  
ting reports to this effect from the State Governments who were 
either very slow or reluctant to submit the progress reports. The 
Committee observe that the ants- in-aid are intended for specific 
purpose and unless Central & vernment were a little stricter iO 
the matter of satisfying themselves about their pmper utilization, 
the purpose underlying them will not be fulfilled. The Committee, 
therefore. suggest that the attention of the State Governments and 
other OrJ;)anisations in receipt of these grants should be drawn to 
the prescribed rule that they must refund the unutilised balance 
at the end of the financial year. Such a rider, the Committee trust. 
will mdoubtedly produce effective results. 

STATE TRADING SCHEMES 
of raw silk and silk yarn from Japan pages 644-645)- 

r m ~ k ( ' ~ 7 5  bales of Raw silk arranged in 195051SuppZy of 
cloth and yarn to Pakistan.-The Committee feel that it is high 
time that the accounts of these old schemes had been wound u by 
taking appropriate action towards clearing the outstanding s t&, 

71.  Purchase of Paper (G-roup Head R)-Paper Imported on 
Government Account (page 657 of the Accoun ts).-The Committee 
desire to be furnished with a note stating the present position 
regarding the disposal of the outstanding quantity of 1% tons of 

R aper which is lying in stock since a long time. and whether there 
as been any further loss due to damage by white ants or deter- 

&ration due to efflux of time. e Committee are not convinced by P the reasons adduced for the fa1 ure to dispose of the paper. 
72.  Import and Sale o Japanese ~ l o t h . L ~ h e  Committee wig 

now proceed to deal wit r f  the points arising from the Statement* 
laid .on the Table of the House by the Minister for Commerce and 
Industry on the 11th Au'gust, 1953 in connection yith the action 
taken by the Government on the recommendations made in tho 
Fourth Report of the Public Accounts Committee on 'Import and 
Sale of Japanese Cloth' with special refarenee to ,the suggestion to 
appoint a *judicial Committee to investigate into the handling ob 
the whole transaction and also the recovery of the sum of Rs. 15, 
ldkb outstanding from Masm'Banwari La1 & C a  

b--- 

' s* *rrs,purd/x 



78. The Commit* appointed a sub-Committee consistin of the f following Members to consider the statement referred to' n Para 
?2 above. 

1, Shri T. N. Singh Chairman. 
2 shri $riman Nbayan Member. . 
3. Shri Choithram P. Gidwani Member. 

74. I t  is a well-established~~ parliamentary p r a c t i ~  that where 
Government experience any difficulty in imp ementing the recorn- 
mendntions of a Parliamentary Committee or Government feel 
that on the facts of a case the views which a Parliamentary a m -  
mittee have e~pressed would require reconsideration, Government 
should place their views in the Arst instance before bringing up 
the matter in the House. In this particular case, however, this pro- 
cedure was not adopted and the statement was laid on the Table 
of the House by the Minister of Commerce and Industry without 
bringing the views of the Government to the notice of the Com- 
mittee in the first instance. 

75. Although the detailed statement of the case prepared by the 
Comptroller and Auditor-General, which formed the basis of the 
examination of the case by the sub-committee appointed by the 
Public Accounts Committee in 1952-53, had been concurred in by 
the Ministry of Commerce and Industry, the statement now placed 
on the Table of the House presents a new perspective tr  this case. 

36. It  would appear from the statement now placed that a t  the 
time of the import of the cloth, the shortage of cloth in the country 
was so serious as to necessitate import irrespect~ve of price con- 
siderations. The Committee are not convinced by the arguments set 
forth in the statement nor do the subsequent events bear but the 
pasition as explained by Government. It is stated in the statement 
that the then Member-in-Charge of the Industry and Sup ly De- 
p-ent had approved in principle the purchase of the c 7 0th by 
the State though it appears that this approval was only for the 
purchase of yarn. Even if it be so, such an approval cannot, b any 
means, be considered a$ sufficient authority for the ofRcia r s to 
depart,--as they actually did in this case-from the recognized 
principles to be adopted in all such cases of State tradin It is an 
essenttal principle of State trading that normally it stould be 
conducted without loss or gain to the State, and that, in any case, 
the financial consequences of all such trading should be assessed in 
the first instance and financial cdncurrence should be obtained 
with the full knowledge of all the relevant information. The Com- 

%ittee note that the Financial Adviser to the Textile Commissioner 
was not consulted until long after the event and when the matters 
were brought to his notice he stated tbat he was unhappy about 
the transaction and that in the haste to effect the purchaatss, the 
implications had not been fully taken into consideration. He record- 
ed his view that steps should be taken to put the cloth into circula- 
tion on terms which w d d  involve no loss to the Government. 

77. It has been stated by the Ministry that the cloth was in- 
to meet the intern1 requirementi in the country tor ''clothing "the 
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naked millions." If that was so, the Commit do not UILderStaad '7 how Government expected that the cloth cod  be sold to the poot 
people a t  such high prices. The Committee would here refer to tbsr 
note of caution sounded by the then Chairman of the Textile 
Advisory Board. The Committee 9 not yndexstand why this note 
of the Chairman of the Textile Advisory Board was not am- 
municated by the Textile Commissioner to the Ministry. The p h  
of the Textile Commissioner that he was awaiting a reply from the 
Ministry as to how the deal was to be finally put through, that 4 
whether it should be through private or Government channels, does 
not a pear relevant to the issue, as it should have been clear to 
him &at whatever the procedure Anally adopted, the incidence of 
&e high cost would ultimately fall on the consurqr. The fact is 
that the Textile Commissioner was asked by the Ministry that if a 
revision of prices was considered necessary, he b u l d  communi- 
cate with them at once so that Government could take up the matter 
with the Indian Embassy, Washington. To this specific question of 
Government no answer was forthcoming from the Textile Com- 
missio~ler. 

78. Another important feature of this deal, the Committee wouM 
point out, is that not a single yard of the imported cloth was sold 
in India. This only shows the short-sighted manner in which the 
whole deal was arranged resulting in considerable loss to the 
Exchequer. 

79. ~he'Public Accounts Committee had also mrnrnended in 
their Fourth Report that steps should be taken without further loss 
of time to recover the sum of Rs. 15 lakhs outstanding; from Messrs. 
Banwari La1 & Co., the firm to whom this cloth had been sold, and 
the expediency of taking legal proceedings against the firm should 
also be considered. The conclusion arr~ved at by the Government 
in the statement in question was that arbitration afforded the best 
chances of speedy settlement with this firm and that the proceed- 
ings had already commenced. The Committee are, however, in-  
formed by Audit that the period of arbitration had been extended 
upto January, 1956 in this case on account of the absence out of: 
India of the party, &., Shri Banwari Lal. Thus, there appears to 
be no possibility of recovering any amount from the firm in the 
near future. They would urge that the period of arbitration should 
not be extended any further, and there is hardly any justification 
for such a course as more than 7 years have already elapsed. 

The Committee do not see anlp reason to take a different view 
from what has already been expressed in tht\lr Fourth Repofi 



STATE UNDERTAKINGS 
0 C 

80. Sindri Fertilisers and Chemicals Ltd.-For the convenient 
-administration of the Sindri Factory, a State-owned private limited 
Company known as the Sindri Fertilisers and Chemicals Ltd., was 
-.registered under the Indian Companies Act on the 18th December, 
1951 and started functioning in effective charge of this undertak- 
ing from the 15th January, 1952. All the shares of the Company are 
held by the" Central Government. 

The Committee desired to know whether the approval of Parlia- 
ment was obtained to the conversion of this concern into a limited 
company. In a written note furniskd to the Committee (Appendix 
XXXI), the Ministry have stated that Parliament's vote was ob- 
tained for appropriation of certain monies for purposes of expendi- 
ture on the Fertiliser Factory which was run as a Government 
Departmental Undertaking at the time such vote was obtained. 

'The contemplated conversion of the Sindri Undertaking into a 
limited concern was, however, mentioned in the Explanatory 
Memorandum of 1951-52 and the actual transfer was also mentioned 
in that Memorandum for the following year. They have further 
contended that the transfer of assets to the Company was really 
in the nature of disposal of Government properties which is within 
the power of the Executive and did not require further authority 

.of Parliament. 
* The Committee do not agree with this view. They observe that 

the Government assets were transferred to the Fertiliser Company 
in return for shares and debenture scrips of the Company. They 
consider that the transaction amounted virtually to a sale of Gov- 
,ernment assets to the private company and simultaneous invest- 
ment of the sale proceeds in the shares and debentures of the Com- 
pany. Thus a specific vote of Parliament to cover this investment 
was necessary. 

81. Para 5(a) (i) of the ~ v d i i  Repo7t.During the course of 
execution of this Pibjcct, z, lump sum price for a completed piping 
system for the Power Station was quoted by a sub-contractor on 
the basis that 669.5 tons of steel would be used. Actually, however, 
only 538 tons were used but no adjustment in price was made u 
it was a lulhp sum 'contract. The excess estimate of steel which ap- 
parently was not Ffroperly scrutiniscd resulted in excess payment 
of Rs. 2.7 lakhs. The w m i t t e e  wanted to know the circumstnnces 
in which legll action coul not be taken against the original firm P .or their sub-contractors in ndia. In the note submittPd to the Corn 
mittst (Appendix XXXII), the Ministry of Production have lead- 
d that 'the question of taking any action against the flxm d d n+ 



arise as payment made was based on a specific conclusion of the 
Government of India that the contract was a lump sum contract 
given to the lowest tenderer with the best delivpy dates and the 
contractor was entitled to the payment 'claimed . , 

The Committee must observe that there was failure to scrutfnf# 
the basis on which the lump sum contract was placed. They had 

reviousiy exhressed their disapprdval of lump sum contracts and 
Rnd no reason to make an exception in respect of tho p-t 
instance. 



VI DAMODARI VALLEY CORPORATION 
82. Para 6 (i) and (j) o Audit 1949-50: Para 7 of 

Audit Report for 1950-51 an d Pam Repqrt for 1951-52- 
Excess payment rnade to Messrs. Hind PateZ & Co., for certuin i t e m  
of work done on Konw Dam.-The Committee considered this cam 
In the light of the findings set forth ip Chapter V of the Damodar 
Valley Corporation Enquiry Committee Report (1952-53) herein- 
after referred 'to as the 'Rau Committee Report') as also further 
information called for by them from the Corporation (Appendices 
XMUII to XXXVIII). 

83. Audit as well as the Rau Committee had raised objections re- 
g the high rates allowed to the contractors, Messrs. Hind Pate1 

Co., for certain items of work done by them on the Konar Dam. e"n 
The main items were: - 

(i) Jungle clearance and top soil stripping. 
(ii) Mass concrete in gravity dam. 
(iii) Hand placing rockfill in the dam drains etc. 
(iv) Flat shuttering for mass and reinforced concrete for visi- 

ble faces etc. 
(v) Excavation for gravity dam foundation in ordinary soil. 
(vi) Disposal of unsuitable quarry materials. 

84. The Rau Committee assessed the amount of extra payment 
at Rs. 119 lakhs. The Government of India deputed two technical 
experts (vu .  Shri Kanwar Sain, Chairman, Central Water & Power 
Commission and Shri B. D. Nanda, who happened to be the Mem- 
bemSecretary of the Rau Committee) to review the extra payments 
made to the contractors and these experts arrived at the Bgure of 
Rs. 94 lakhs and Rs. 114 lakhs respectively. The present Corpora- 
tion, after reviewing the whole situation at the instance of the Com- 
mittee, have stated that the findings of the Rau Committee in this 
case are substantially correct (Appendix XXXIII) . 

85. In view of the findings of the Rau Committee and of the two 
experts, referred to above, the Government of India proceeded to 
explore the possibility of recovering the extra payment from the 
contractors. They ap roached the question from the point of view 

El ,of getting the contrac r to agree to accepting such rates as may be 
awarded by arbitrators. As a result of several discussions between 
the 'Ministries of Irrigation and Power, Finance and Law it was de- 
cided not to proceed ,with thc arbitration propcmil as-  

(i) the case was weak in view of the fact that the Dam* 
Valley Corporation had already accepted the rates fn he 
con-ct; ' , 

(11) Tile' Damodu Valley Corporation did not thm -pt 
that there were any overpayments and they were continu- 

40 
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' ing to insist that the rates allowed td the contradors were 
reasonable; and 

(iii) the contractors wanted that the findings of the arbitra- 
tor should form the basis of their income-tax -t. 
As the income-tax assessment has to be made in accord- 
ance with the Income-tax Act, such a sti ulation wuuld 

d R infrin e the provision of the Income-tax ct and there- 
fore overnment could n d  agree to this condition. 

86. The Committee discussed at some length with the repr-ta- 
tive of the Ministry of Irrigation & Power whether any settlement 
with the contractors was feasible, and whether any disciplinary ac- 
tion was possible. 

87. On the first point, the Committee were informed that the at- 
tempt made to recover the amount overpaid by persuading the can- 
tractors (who were under no obligation to accept arbitration) was 
not successful because of a stipulation by the contractors that the 
Income-tax authorities should accept the findings of the arbitrators 
as the basis for assessing the income-tax payable by them which the 
Central Board of Revenue could not accept. The second point, it 
was stated, was discussed at the Conference of the Participatin 
States and it was felt that it was not possible to Ax any individu f 
responsibility on the part of the D.V.C. Engineers. most of whom had 
elready left; the Conference also desired that if any fresh evidence 
turned up, the D.V.C. should take suitable action thereon. The at- 
tention of the Committee was also drawn to the concluding para of 
the statement laid on the Table of Lok Sabha by the Deputy Minister 
for Irrigation and Power in reply to Starred Question No. 638 dated 
the 8th Se tember, 1954 wherein it was stated that it was decided P at  the Con erence of the Participating States held on the 13th July, 
1954 that the case (relating to the recovery of amounts over-paid to 
Messrs. Hind Pate1 & Co.) might be treated as closed the break- . down of the arbitration talks, since no other action was practicable. * 

88. During the course of their examination of this case, the Cam- 
mittee sug ested that instead of leavin the matter as it was, the f: Ministry o Irrigation and Power shoul d explore the possibilities of 
discussing the matter further with the contractors, who were still 
continuing as C~vemment  contractors and reach some equitable 
settlement. On the issue being pressed by the Committee, the re- 
prmntat ive of the Ministry of Irri ation and Power stated that all 
that he would be able to do w o ~ l d  %e to try again and persuade the 
Contractors to a to arbitratron without insisting on the income- 
tax stipulation. %? e Committee are not s a M e d  that that is all that 
Government could do to retrieve the ove yment which hap 
demonstrably taken place, especially as the 'P" ontractors happen to 
be still executing many Gqvernment contracts and will no doubt ask 
for more work in future. However, h e  Camnittee would prefer to 
await a further report from the Ministry. 

89. As rcgawb the reference of otherb items' to qrbitration wdet 
the c l a w  psovided in the contract vk., when the quantity exceeded 
20% of the contracted amaunt, then the D.V.C. were entitled to a rs,, 
fund by a scaling down of rates En respect of additional quantity of 
work, the Chairman, D.V.C. info& the Committee that they had 
.ccordlngly mrds r claim far r refund of Rs. 21 lakhs a@mt thir 
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Arm. The Committee should like to know, in due course, the out- 
come of this. 

90. In this connection, the Committee would suggest that in order 
to  safeguard the interests of the Public Exchequer, Government 
might consider the desirability of bringin before Parliament le is- ! B lation empowerilrg them to review conch ed contracts and to e ect 
Pecovery of demonstrably excessive or unconscionable payments 
made as a result of ignorance, oversight, ineptitude, incompetence 
or corruption on the part of th t  agents of Government. The Com- 
mittee understand that even in U.SA. certain war time contracts. 
were subjected to such legal discipline. There is no reason why 
when so many large schemes are being rightly pushed ahead by 
Government with a sense of urgency paralleled by that which pre- 
vailed during the war, the war time safeguards for which prece- 
dents can be found should not be adopted. If the proposed legisla- 
tion is enacted, it would not only safeguard the Public interests, but 
would effectively deter speculative attempts on the part of the con- 
tractors to quote exhorbitant rates as a "try on". 

91. To conclude, the Committee would like to make the follow- 
ing observations in the manner in which the Konar Dam Project 
was executed: 

(i) There was no proper planning. The change in the design 
from a earth to concreir gr~-,.i:: ('on. when the work on the earth 
dam had already started and expenditure on construction work etc. 
to the extent of Rs. 2.29 lakhs incurred, resulted in an i~rfructuous 
expenditure of Rs. 1.5 lakhs on the preparation of designs. 

(ii) The chan e of the design to a concrete gravity dam resulted 
in a type of wor s, entirely different from the original. Instead of 
calling for fresh tenders or even making suitable enquiries as to 
what were the contemporary rates for similar work, the. D.V.C. 
entered into negotiations with the old contractors Messrs. Hind Patel 
and Co., for new rates in connection with the gravity dam work by 
stoping work for four months. The Committee agree with the ob- 
servations of Audit that if the Corporation had called for general 
tender when the design was changed, all these complications would 
have been eliminated. Further, there were no valid reasons for 
omitting to call for tenders. 

(iii) The findings of the Rau Committee and the analysis car- 
ried out by the two technical experts clearly show that: 

(a) the specifications in the contract for several items of work 
were not clear. Some of these were actually c l a d &  
after the tender had been accepted, and 

(b) the Damodat Valley Corporation authorities did not take 
adequate care in fixing the rates in respect of the various 
items of work. 

L 
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VII 
REHABILITATION FINANCE ADMINISTRATION 

AND 
INDUSTRIAL FINANCE CORPORATION 

92. For the f i r ~ t  time the Commiftee examined the Accounts- 
relating to these two statutory bodies which were set up in 1948. 
The Committee briefly refer below to some of the important points 
which emerged from their examination: 

1. REHABILITATION FINANCE ADMINISTRATION 
93. Accounts of the Rehabiiatation Finunce Administration for the 

period ended 31st December, 1951, and the Reports of the Admink- 
tration for the half years endcd 30th June, 1953 and 31st December, 
1953.--Consequent on the amendment of the Rehabilitation Finance 
Administration Act, 1948 in October, 1953, the audit of the accounts 
of the Administration was brought under the purview of the C o m p  
troller and Auditor-General of India. The Accounts under report 
were audited and certified b the Company Abditors; they were not 
subject to the audit of the 8 omptroller and Auditor-General. 

94. Delny in issuing loans.-The amount of loans sanctioned dur- 
ing the year-ended the 31st December, 1953 was Rs. 2 .5  crores while 
the loan actually issued amounted to only Rs. 24 lakhs there against. 
There seems to be great delays in issuing loans after sanction which 
has been largely due to the non-fulfilment of certain conditions pres- 
cribed for the pa ment thereof. At the instance of the Committee, 
the R.F.A. have 2. urnished to them a note (Appendix ZXXIX) set- 
ting forth the various sta es in the processing of loan applications 
from their receipt in the I dmmistration's Office till the actual pay- 
ment of the loan with special ref2rence to the element of time in- 
volved in each stage. Aftcr going through this, the Committee 05 
serve that not only can the delays be eliminated but much infructu- 
ous expenditure involved in the processing of applications also saved 
if the applications are examined carefully in the Administration's 
Office immediatclv on their receipt with a view to investigating 
whether they fulfil the prescribed conditions for the ant of loan, 
especially the production of acceptable guarantors by tr e applicants. 
A11 those applications which do not satisfy these conditions need not 
be entertained nor should time be wasted in processing them further. 
During discussion before the Committee a suggestion was made that 
the Ministry of Finance and the R.F.A. should submit their concrete 
proposals for simplification of the procedure and seek the advim of 
the Corn troller and Auditor-General, But the Committee regret 

4R to note at although nearly 9 manths have elapsed since, no such 
proposals have been discuss& with the Comptoller and Auditor- 
General. The Committee might stress that as a .rule no laan &odd  
be sanctioned unless an applicant has ppduced an acceptable 

a guarantor. b 

95. ~tov i& far &$ and doubtful &Ms.-The fact that a 
the amount of loens given in 1953 vie., Rs. 24 lakhs, a sum of 
0 
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lakhs had been provi'ded fore'bad and doubtful debts' seenled to indi- , 
cate that proper prudence had not been exercised in grantin the d same. The Committee were informed that in pursuance of the irec- 
tive issued by t k  Government of India in terms of Section 19 of the 
Rehabilitation Finance Administration Act, a formula was laid down 
to the effect that 50'16 of the total loan plus interest accrued to the 
end  of the year should be provided in the case of loans which were 
recalled during the year. The Committee were alqp informed that 
actually not a single pie had so far been written off under this 
arrangement, which was to continue for the first five years. 

96. In the note (Appendix XL) on this subject furnished to the 
Commjttee, tHe Administration have stated that 'there can be no 
definite ascertainment of bad or doubtful debts in the early years of 
their working'. *The  Committee observe that now that the Adminis- 
tration have acquired practical experience for about 7 years, it is high 
time that they evolved a realistic basis for estimating the bad and 
doubtful debts. The Committee were somewhat perturbed to know 
from the Chief Administrator, R.F.A. that the provision for bad and 
doubtful debts as shown in the Balance Sheet might not cover the ul- 
timate bad debts which might turn out to be much more than what 
had been shown therein. If the pessimism of the Head of the Admin- 
istration is justified, the Committee would like to know what steps 
are proposed to be taken to prevent his prognostications coming true. 
In  particular, they would like to know whether all possible and timely 
steps have been taken to set off debts due to the Corpordtion against 
the compensation claim of the debtor. 

97. Para 9 of the Report of the Auditors on the Accounts of the 
R.F.A. for the year ended 1st December, 1951-Loss on sale of Gou- 
mmewt Securities.-The Rehabilitation Finance Administration drew 
from the Government of India a sum of Rs. 2 crores on the 24th March, 
1950, 'largely on account of budgetary reasons', although there was no 

;t%m ediate business need ,for drawing such a large advance. The 
ministration invested a part of the amount in Government Secu- 

rities by purchasing, on the 10th May, 1950, 2fr4 1960 Government 
Loan of the face value of Rs. 1.5 crores. The value of securities bdgan 
to fall and the Administration was forced to sell them in instalments 
from 7th November, 1950 to 2nd March, 1951 at a loss of Rs. 1,21,875. 
In addition, they incurred a theoretical loss af about Ra. 1.8 lakh on 
account of idle money and the diffcrmce in interest between 3:: 
payable to the Government of India and 207; realised from Securities. 

98. As desired by the Cornmitt&, the Administration have furnish- 
ed them a note (Appendix XLI), stating ( i )  why Rs. 2 crores were 
drawn on the 24th March, 1950 although not required by them; (ti) 
why this amount was invested in Government securities instead of 
refunding it to Government and (iii), why the Resolution of the 
R.F.A. dated* the 1 i3rd May,' 1951 was not implemented by refundfng 
at lead Rs. 50 lakhs to Government when the balance with R.F.A. 
ww about Rs. 1 crpre. The Committee have considered this note nnd 
they are led% the cbnclusion that there was no justification for 
draw' the money merely to avoid a lapse in the. budget grant, 
when%ere wnr red ly  no need for the money. 
C L  

Establbhment charget,-From Para 28 of th4 A a t  
vil), IMZ-Part I, the Committee note mat  the  vary of 
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the total accrued interest of Rs. 82,63,000 due from the R.F.A. upto the 
31st March, 1954 has been deferred by Government until the Adminis- 
tration made sufficient profits. The total advance given to the Admi- 
nistration upto 31st March, 1954 amounted, ,to Rs. 8,53 lakhs. 

The Committee observe that the Administration are ve 
overstaffed especially in the higher ranks. According to % t e note 
(Appendix XLI',) fu@shed by the R.P.A. the total establishmat cost 
during the years 1951, 1952 and 1953 was Rs. 14.83, 16.49 and 17.31 
lakhs respectively. The approximate expenditure for 1954 is stated 
to be in the neighbourhood of Rs. 14 lakhs. The Committee feel that 
if the suggestion made by them in Para 94 above fgr rationalising 
the procedure followed by the Administration in the processing of 
loan applications is acted upon, considerable economy in staff expen- 
diture would be possible. 

100. Recruitment of stajj to higher pu.\rs.-During the course of 
their examination of the Accounts of the KFA, a number of cases were 
brought to the notice of the Committee where recruitment was report- 
ed to have been made without adcquatc assessment and verification 
of the experience and antecedents while the amount cf salary tixed 
in !nrilvltfual caws was out of proport~on to what was drawn by them 
in their last appointments before joining the R.F.A. Ag instances, the 
recruitmcnt to the posts of Deputy Chief Administrator, Assistant 
Chief Acfrqinistrator and S t ~ r e t a r y  were cited. In extenuation of this, 
it has bcen urged that whcm there was an urgent necess~ty of reha- 
billtating the displaced persons personnel were not available and 
esptwrncc~i  the Acirnlnistratictn had to sriect persuns In whom they 
had confidence for dcliver~ng the goods at that rrltical 1unctur.c. While 
the Committee appreciate the situation which the Administration had 
to face, thc~y arc led to the behef that undue advantage was taken of 
the prevailing situation. The Administration relied on the figures fur- 
nishcd by these persons and in certain cases, the Committee find that 
the persons werta able to secure more than double the salary wkich 
they were dratv~ng in their previous appointments. The Committee 
have a s k 4  for information k i n g  furnished to them in respect of all 
nrch persons showing a brcak-up of the salary and allowances drawn 
by thtvn.' This has slnce been rcceivtd except in the case of Shri . . . , 
Assistant Chicf Administrator. 

The Cormnittee are cxrremely dissatisfied with the manner in 
which thr  appointments of these ofticers were made and their salaries 
fixed as also with the worktng of the AdministratJon in general. 
They would, tl~crr.fnrc, recon~~nand that Coye r~~mcn t  should take 
irnmwiinte steps t o  appoint a Committee to enquire into these matters;, 
and to makc suitable rccornmtlndations fot overhauling the adndnb 
tratia so as to enable thc orgauisation to fulfil the functions fur which 
ft has lee n created. + . 

2. INDUSTRIAL FINANCE CQRP~RATION 
101. A u d i ~  Rrport on the Acrounts o j  th; lndwtibl  Finance Ca- 

rotiott w 19X4-54 and Report of tho hduattial Finance Cotpotatha 
nqsttry ommitrac. 1959.-In December, 1952 the Industrial Fin- ' r' C 

.Corporation Act, 1948 was amended ro as to emble the Comptmlhcr - - *.-. *-- --*-"* --.--- - 
Not'pnnted ' . 447 L.8. a 

0 
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and Auditor-General' to undertake the audit of the ~ c c o b n t s  of the @ 

Corporation. The first Audit Report by the Audit Department relat- 
ing to the period 1953-54 was laid on the Table of the House on 13th 
December, 1954.. 

102. Provision for Bad and Doubtjul Debts.-The Committee note 
that no provision has been made in the accounts for 'bad and doubt- 
ful debts', although a rovision of Rs. 5 lakhs was made for the first R t imein the Balance S eet forLthe year ending '30thqune' 1954 only. 
They suggest that the Corporation should devise a formula in con- 
sultation with the Ministry of Finance and the Comptroller and 
Auditor-General for determining the quantum of 'bad and doubtful 
debts', provisi~n for which should be made in the annual Balance 

- Sheet of the Corporation. 
103. *Non-use of Gover~ment's Rule making power under Sectson 

42 of the Z.F.C. Act, 1948.-Under Section 42 of the I.F.C. Act, 1948, the 
Central Government may make rules to give effect to the provisions 
of the Act. The Board of the Corporation can also make regulations 
after consultation with the Reserve Bank and with previous sanction 
of the Central Government under Section 43. Explaining the reasons 
for not having so far framed the Rules envisa ed in Section 42, the 
representative of the Ministry of Finance state 8. that the Corporation 
had already framed their Regulation under Section 43 of the Act with 
the previous approval of the Government of India. These Regulations 
virtually covered all the ground that the rules, if framed, would have 
done. The Committee would, however, like to reiterate that the 
Regulations are entirely distinct from the Rules inasmuch as the 
former are intended for regulating the internal business of the Cor- 
poration while the latter are for a wider purpose. They, therefore, 
recommend that Government should take early action to frame Rules 
under Section 42 of the Act and lay them on the Table of the House. 

104. The Committee also considered the Report of the Industrial 
Figance Corporation Enquiry Committee and Government's Resolu- 
tion dated the 23rd December, 1953 thereon. 

105. The Committee note with satisfaction that Government have 
since introduced in the Lok Sabha an amendin Bill seeking to pro- 
vide for a 'Central Committee' instead of an L c u t i v e  Committee' 
and for the appointment of a stipendiary Chairman to be assisted bv 
a  General Manager in place of the honorary Chairman and a paid 
whole time Managing Director. 

106. Reference of cases to the Hinbtty of Commerce and Idus- 
try.-As desired by the Committee, the Minitry furnihed ta them 

r a  note (Appendix XLIV) stating the cases where loans were s a n e  
tfoned by the Corporation to certain new industries etc. without the 
recommendations of the Ministry of Copmerce and Industry, The 
Committee were infonned that it rested with the Corporation either 
to accept or not the view iven by that Ministry and the responsibility 
was entirely that of the 8 orporetion. 

a-t that, merely h a u r n  for facility of 
management the Corporation has been set up as a separate le a1 
e t y  with re- legal p e n ,  it should be permbible for &a -- * 

.&a dm Appmdix XLIII. I t *  

4 
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Corporation to dibregard or flout the advice given by a Minisby 
charged with the public responsibility for promoting the industrial 
development of the country. The notion that the Corpomtion's tran- 
sactions can be managed solely according to ordinary practices of 
private banks cannot be supported. 

107. Percentage of Establishment charggs of the 1.F.C.-From the 
statement (Appendix LXIII) furnished to them, the Committee note 
that the percentage of establishment charges of the Corporation as 
compared to its working expenses is 15.69 for the year 1954. The 
Committee regard it as 'fairly high' and should like to +ow what 
steps the Corporation proposed to take to bring them down. 

108. Declaration about the Director's lnterest in the Individual 
concerns.-Referring to the comments of the I.F.C. In uiry Com- 
mittee in the case of Jay Engineering Works, Ltd. an 1 the note 
(Appendix XLV) furnished by the Ministry as asked for by the 
Committee (Public Accounts Committee), the Committee suggest 
that specific provision should be made in the Rules of the Corpora- 
tion that the Directors of the Corporation should disclose their Inte- 
rest in the affairs of any company applying for a loan before the 
loan application is considered by the Board. 

109. Para 14--Audit Report-Loss on account of disposal of the 
land purchased .for building Corporatian ofices, in New Delhi.-In 
May, 1952 the Corporation purchased a piece of land in New Delhi 
at a cost of Rs. 7,76,732/- subject to a payment of ground rent of 
Its 19,418-5-0 per year. The plans for the proposed building were 
approved in July, 1952 by the Executive Committee of the Corpora- 
tion and tenders for the construction of the building were invited on 
14th February, 1953. But the Executive Committee decided on 11th 
July, 1953 that it would not be profitable for the Corporation to invest 
a lar e sum of Rs. 64 lakhs. The Committee were informed that 
thou# the land had been returned to the Government at the rice 
the orporation had paid, an expenditure amounting to about f(s. 2 
lakhs incurred by the Corporation on accoh t  of invitation of tenders, 
architects' fees etc. is likely to prove infructuous. The feel that in 
view of the financial position of the Corporation. In wLch Govern- 
ment guarantee for the minimum return on capital had to be repeat- 
tedly invoked, the launchin of this project at the particular time 
was both inopportune as we 4 1 as imprudent. 

110. Para 15 of the Audit Report.-lh this case, fees amounting to 
Rs. 2,000 were paid to an Advocate of the BombapHigh Court for 
drafting a rep1 to Chapter VIII of the En uiry Committee's Report 
rpaarding the %depur Glass Works case. h e Enquiry Committee's 
R q m t  contained some criticism o the conduct of some oflacials of the 1 Cvrporatjon but did not otherw se involve 'any legal issues The 
drafting of replies to such reports is a part of the narmal duties of 
Public officers. The Finance Secretary agreed with @fie Committee 
that he would not have personally regarded the expend&we as a 

/ Prwer charge on the Corporation. 8 

11 1. Para, 16 of the Audrt Rtport--SCo$ Cat.-A &I!? em which 
wnctioned the Executive Committee was purchrsed at a c a t  

Of abut Ram W, % . TLh was being used by the Muraging Mrector 
e x h i 6 d y .  The rnaictr.tenahce of the tull car by the Coqpation 



for the exclusive use of the Managing Director amounted to a 
concession which appaiently was not included in the terms and con- 
ditions of hls ai;i;ointment. The Committee were informet1 by the 
representative of the Ministry of Finance that the Corporation was 
being requested to frame rules in regard to the use 'of staff car in 
future on the lines obtaining in Government Departments. 

113. Sodepur Gluss Work:: Case.-The transaction with the 
ScJepur Glass Works has been the subject of enquiry and comment 
both by the I.F.C. Inquiry Committee and the Audit Report 
under cor.;iaerdtior~ (Appendix A pages 17-19 thereof). 

The Conlmittee have considered these Reports. They have also ' 
obtained further information from the Corporation by way of clucida- 
tion of certain points arising from the Audit comments. (Appen- 
dices XLVI to XLVIII). 

'I'ne Committee obsenred that the two main issues itwolved 
ar, firstly, the manner in which certain loans etc. were given to 
the concern, whether it was in the best interest of either of the 
concerii or th2 Corporation etc. and secondly, the future working of 
the Factory. 

The Government have not so ''ar intimated to the Committee the 
causes for t he  delay in mak~ng payment.; in this case as oromised 
by their representative at the sitting of the Committce held on 
11th February. 1955. During the course oi their examination the 
Committee noticed that considerable delay in the payment of the 
loan to the Company was occasionrd by the requiremcnr tha t  the 
entry of the transfer of land should be made in the Zamindara Book 
of the Bihar Government, even though the land acquisition procced- 
ings had been completed by then. 

In thelr Resolution dated the 4th June. 1!155, (Appendix XL,IX) 
Government have stated 'that while there have betm some instances 
of delay and while these dclavs mast have caused some mconveni- 
ence and difficulties to the managcnlcnt (of the Company), for the 
fallure of the undertaking, one must look to other causes'. 

Moreover. thc result of th t  cndcavours matlc by the Negotiating 
Committee for disposal of the assets of the Company to the best 
poss~ble advantage of the Corpnration has not bccn made known to 
the Committee. They are, therefore, unable to asscss the cxtent of 
loss that the Corporation might have to  sustain when the Factory 

of. .The Cammittee regret to note that the0Negotiating 
Commit dispqed ee, havg not been able to give then final decision so far, 
and the Committee are accordingly obliged to postpone their findings 
on the m,crits? or ytherwise, of this deal. 

The Committee further regret to obscrve that it has taken Cavern- 
ment over one-and-a-half *ars to come to a decision in this. Heavy 
losses have rehlted on account of the locking up of the huge amount 
advanced in this case (about Rs. one crore) with,'rwultant loss of 
&re%) (about Rs. 50,000) etc. 

* 
0 . t\ 



VIII 
MISCELLANEOUS 

113. Separation of Accounts from Audit.-qhe ~o+i t t ee  are 
glad to note that as recommended by them in their Third Report, 
the Government have accepted in principle the separation of Accounts 
from Audit and a s p r t  has already been e a d e  with effect from 1st 
April, 1955 with three departmental Accounts Offices, namely, 
Supply, Food and Rehabilitation. They tr is t  that this will not only 
increase administrative competence and respo~sibility but will also 
enable the spending Departments to keep in mumate touch with the 
Drogress of expenditure and to exercise a closer 2nd concukent watch 
over the utilization of their budgetary grants ,:.A the progress of 
their programmes. 

114. Appendix I (Pages 69 to 76) of the Audit doport (Civil), 
1952-Part I. Hirakud Dam Projec tStores  Accounting.-The 
Committee desired to know the action taken by the Hirakud 
Administration on the various recommendations made by the 
Comptroller and Auditor-General of India. At their request the C. 
& Ar, G,  has again investigated into the matter and has furnished 
the Committee with a report on the progress of implementation of 
t!le recommendations (Appendix LI). The Committee regret to note 
that so far no-attempt has been made to reconstruct the stores ac- 
count of the past in order to check the accuracy of the ground 
balance on the 1st November, 1952 with which the newly 
opened. bincards started. They are informed that it is pro- 
posed to take Government sanction to write off without 
investigation the difference between the value of the open- 
ing balances of the ledgers as on the 1st November, 1952 and the 
stores balance appearing in the Central Accounts as on the 1st 
November, 1952. In this connection, the Committee would recall that 
during their sub-Committee's examination of the Hjrakud stores 
procedure during 1952-53, an assurance was given to them to the 
effect that the past accounts would be reconstructed to verify that 
all the balances that ought to be there were actually there on the 
date of the physical verification. 

The 1P resent proposal seems to 
them to be contrary to that assurance. he Committee would await 
r further report on this aspect, 

The Committee had previously expressed their anxiety that the 
surplus stores should be separated and listed and urgent steps taken 
to dis se them to other departments or projects or to outsiders 
accor 8" ing to the nature of the surplus. They note that until the 
time of the C. & Ar. G's subsequent investi ation, the stores of the 
value of a b u t  rupees one crore had been f ound to be surplus, but 
action to dispose them to the .best advantage of, the Gqvernment 
had yet to be taken. 

The Committee do not understand why no lpsente limit for stock 
of stores has yet been Axed by Government, altnough this pint w w  
brought to their notice long time ago. 

49 * a 
0 
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The Committee note that the system of issue of stores direct to 
the w o r b  instead of for stocking purposes in the dwisions has been 
introduced from 19th June, 1954. This requirement of the sfores 
rules was being insisted upon from 1949 but has taken 5 years ' to 
implement. 

115. ~ n t r ~ d u c t i o n  0)' Adminiistmtive Audit System in the various 
River Valley Projects (Item 24 of the Ouktrrnding Recommendations). 
-From the note on the subje't submitted to them by the Ministry 
of Irrigation and Power, tk Lmmit tee  were surprised to learn that 
the Ministry should have decided about the impracticability of the 
introduction of- the Administrative Audit system, especially when 
the Ministry of Finance had observed that the experiment was being 
tried in the C.P.W.D. and the results watched. On the issue being 
pressed, the Ministry of Irrigation and Power promised to submit 
to the Committee a revised note after showing it to the Ministry of 
Finance and Audit. The Committee regret to observe that although 
more than ten months have elapsed. the Ministry have not so far 
been able to submit this note to them. They should like the Minis- 
try to formulate their conclusion in this behalf without any further 
delay as some of the major Projects were already in the advanced 
stages of their execution and any procrastination might defeat the 
object underlying the introduction of this system. a 

NEW DELHI: 
The 29th J w ,  1955. 

B. DAS, Chairman, 
Public Acco~mts Committee 



Proceedings of the sittings of the Public Accounts Corn 
mittee held on the qrd, 26th, 27th July ; 18th tgth 
20th August ; 2nd September ; 16th~ 18th- 19th. mth 
21st, s n d .  23rd, z8th, qth October ; 1st. tnd, p d ,  4th 
Noverpbcr ; Sth, 9th, 13th, 4th sod 16th Deecmbcr, 
199  ; 8th and 11th February ; 28th March ; and 11th 
April. 1955. 



Proceedings of the First Sitting of the Public Accounts Committee 
held on Friday, the 23rd July, 1954 

116. The Committee sat from 10 A.M. t b  1 P.M. 
PRESENT 

Shri B. Das-Chairman. 
MEMBERS 

3. Shri Ramananda Das. 
3. Shri Shree Narayan Das. 
4. Shri Balwant Sinha Mehta. 
5. Shri Amar Nath Vidyalankar. 
ti. Shri S. V. Ramaswamy. 
7. Shri Uma Charan Patnaik. 
8. Shri V. P. Nayar. 
9. Dr. Indubhai B. Amin. 

10. Shrimati Violet Alva. 
11. Shri Ram Prasad Tamta. 
12. Shri Mohamed Valiulla. 
13. Shri J. V. K. Vallabharao. 

Shri V. Narahari Rao, Comptroller and Auditor-General of 
India. 

Shri A. K. Chanda, Comptroller and Auditor-General- 
designate. 

Shri V. D. Dantyagi, Additional Deputy Comptroller and 
Auditor-General. 

Shri P. C. Padhi, Accountant General, Central Revenues. 
SECRETARIAT 

Shri V. Subramanian-Deputy Secretary. 

Shri C. S. Venkatachar, I.C.S.. Secretary, Ministry of States. 
Shri V. Viswanathan, I.C.S, Joint Secretary, Ministry of 

Stcr t~ .  a 

Shri G. Swaminathan, Joint Secretary, hfinist+y of States. 
Shri V. Narayanan, Joint Secretory, Ministry of States 

(Kashmir Affairs). 
Shri M. V. Fkngrehari. Joint Secretary, &nirtqeof F i m w  

(E. A. Department). . 
Shri C. S. Menon, Joint Smcta+y, *Minktry .,of Financa 

(StPtar and External Mdrs Bivision). 



117. The Committee met to examine the representative of the 
Ministry of State$ in connection with para. 18A of the Audit Report 
(Civil) 1952, Part I. 

118. (ij At the instance of the Committee, the representative of 
the Ministry acquaint& the Committee with the historical and 
political background of the great change that had taken lace in 
regard to the 500 and odd Princely States in a comparative 7 y short 
time. This revolutionary cbange, he observed, w,w brought about in 
three phases mz.. accession of the States to the Dominion of India, 
the consolidation of the States into sizeable administrative units and 
the financial integration of the States with the Centre. 

(ii) \\'itH the transfer of power and the lapse of Paramountcy, 
the Princely States weie released from all t h c ~ r  obligations to the 
Cro\vn. The unity of India, which was so essenba! not only for 
the political strength of the country but also for facing the after- 
nlath of the partition, was thus threatened. The situation dernanded 
quick and delicate handling. It  was in this perspective, the re- 
presentative added, that the events that f o l l o u ~ d  should be 
examined. 

(ill) Dealing with the settlement of private piopcrty of the 
rulers, the representat~ve observed, that except in s few States, no 
d~st lnct~ons between the rulers' pcrsonal property 2nd the State's 
d ~ d  exist As cond~ t ion~  and customs vaned from State to State, 
each case had to be decided on its own merits The rulers were 
required to furn~sh by a specified date ~nventories of lmmovablc 
and movable property cla~med by them as pnvatc property. A 
rigid and legalistic approach for scttling the lists Has not practl- 
cable and they had to be settled in a spirlt cf g:ve and take, 
part~cularly when the trbnsfcr by the rulers of the renmirmg pro- 
pertles to the State/Union of States amounted to rcnunctatron on 
their part to a great extent. The settlement thus made was Anal 
k s  between the States and the rulers conccmc.d. 

( I V )  As regards the liregulanties pointed out in the Audit 
Report, the representative stated that thr*se had tilkcn place d u m a  
the intervening period between the accession of the States and the 
intcgrat~on of the States. during which pCriucl thc swewignty of 
the rulers over their respective States was gt~arantmd. 

119. The Committee enquired about the steps that were ukcn 
by the Government of Indla during this per~trd to cnsurc that the 
ruler did not act against the interests of the successor state. The 
representative of the Ministry informed that o m t  of frwzrng 
order was issued asking the rulers nyt to do anything whi&h might 
be against q u i t y  or good' con.wtencc. But as the rulem were 
assured of their sovereign wers, cxtravagaw on thc~r part duri 
this period could not be c l p e d .  Such of thew acLr ar appar  9 
questionable were pointed out to the rulers, and in cc?rtaln cases 
negotiations had also been'underltrken by the Covo&ment at LdiP 
whereb the rulers had to deposit a psrt of the money Into the 
State 9 reasury. 



120. The representative of the Ministry assured the Commit tee 
that each Fase listed in the Audit Report w o u b  be re-examined in 
consultation with the Comptroller and Xuditor-General to see how 
far the amounts mentioned therein could be retrieved. The Com- 
mittee decided to await further report regarding these cases. 

121. The Committee wanted to know W a t  any't,me before the 
publication of the Audit Report, the instances.of such irregularities 
were brought to the notice of the Ministry and, if so, what action 
they took in th matter. The represe8tative of the Ministry stated 
that they them 3 elves had noticed certain irregularities during the 
course of negotiations, but the Audit Report had added to theu  
knowledge. 

122. The representative of the Ministry informed the Committee 
that there had not been any case of dispute which required arbi- 
tration, as envisaged in the Agreement. In his opinion both the 
sides had acted in the wider interest of the country. 

123. The Committee then adjourned to meet on the 24th July, 
at  10 A.M. t 



Proceedings of the Second Sitting of the Public Accounts,Committee 
held on Monday, the 26th July, 1954 

* 
124. The Conlmittee sat from 10-30 A.M. to 1-10 P.M. 

PRESENT 
Shri B. Das-Chairman. 

MEMI~ERS 
Shri Tribhuan Narayan Singh. 
Shri Ramananda Das. 
Shri Shree Narayan Das. 
Shri Balwant Sinha Mehta. 
Shrimati Ammu Swaminadhan. 
Shri Arnarnath Vidyalankar. 
Shri S. V. Ramaswamy. 
Shri Uma Charan Patnaik. 
Shri V. P. Nayar. 
Dr. Indubhai B. Amin. 
Shrimati Violet Aha .  
Diwan Chaman Lall. 
Shri Ram Prasad Tamta. 
Shri Mohamed Valiulla. 
Shri J. V. K. Vallabharao. 
Shri V. Narahari Rao, Comptroller and Auditor-General of 

India. 
Shri A. K. Chanda, Comptroller and Auditor-General-desig- 

nate. 
Shri V. D. Dantyagi, Additional Deputy Comptroller and 

Auditor-General. 
Shri S. Gupta, Accountant General, Food, Rehabilitation and 

Supply. 
Shri P. C. Padhi, Accountant General, Central Revenues. 

SECRET~RUT 

Shri V. Subramanian-Deputy Secretary. 

WITNESSES * 

hri K. R.  enon en on, Secretury, Ministry of Finance (R.&E.) 
hri M. V. Rangachari, Joint Secretary, Ministry of Finance i 
(E. A. Llepartment) . 

Shri S. Ratnam, Joint, S e m t q ,  Ministry of Finance (RAtE.). 
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Shri J. Dayal, Joint Secretary, ~ i n i s t ;  of Finance (R-LE.). 
Shri K. Bhawani Shankar Rao, Financial Advisor, Defence 

Services. 
Shri H. S. Ncgi, Deputy Secretary, ~ i n : s l r ~  of Finunee 

(Economic Affairs Department). 
Shri A K. Roy, Senior Member, C.B.R., and ex-oficio Joint 

~ e & e t a r ~ .  
Shri E. S. Krishnamoorthy, Member, C.B.R., and ex-oficio 

Joint Seweta-y. 
Shri E. Rajaram Rao, Member, C.B.R., and ex-oficio Joint 

Secretary. 
125. The Committee took up consideration of paras. 2, 26, 28, 22 

and 25 of the Audit Report (Civil) 1932, Part I. 
126. Para. 2 ( c )  Compassionate Allozcnnce -The Committee desired 

to know the position regarding the disbursement of Indian military 
pensions by the Commonwealth Rcla tions Ofice. They were informed 
that on the expiry in April, 1951 of the arrangements envisaged in 
the Agreement between the Chvcrnments of India and U.K., it was 
open to the Government of India to take over this work. But as the 
pensions In question were regulated under the British Army Act and 
the continued payment of many of them depended on periodical 
re\.icws by medical boards etc., it was advantageous to let the status 
quo  continue. For this purpose the C.R.O. was paid agency charges 
based on the qurrntum of staff employed and every effort was k i n g  
made to brmg down this amount. Thls Agreement, the representa- 
ttvc added. did not confrr any power on the C.R.O. to increase the 
pensions and In all such cases, the C.R.O. sht)u!d approach the Govern- 
ment of Indla for sanction. In the two cases referred to in the Audlt 
Report, the Governrnrwt did nut agree tc, the continuance of the 
coinpasslonatc allownnres in one cahe :mi In the other, the pensioner 
died before any action could be taken. 

127. The Committct wcrc given to understand that r? proposal was 
on the anvil by which thc disi~urscmr~nt of the pensions to Bri?ish 
Ptmonnel, C i ~ ~ i l  and Military o1ike;togctl;t.r w ~ t h  the Iiabiilty there- 
for would be transferred to thc U. K. Govrrnment and details thereof, 
such as calculation of the actuarial value of the pensions were being 
worked w t .  In rcply to n question the representative of the Ministry 
stated that as the pensions were liablc to Indian Income Tas, due 
allowance thcrcfor would be m d c  111 thcs amount paysbIe to the U.K. 
Government while tmnsfer r i~~g the liability. The Committw wanted 
to know whether the contt~mplateci arrangenient did not deprive the- 
Covt*rnment of India of  their hold c m  the pensioners. whose future 
g o d  conduct was a si tw q r t o  m r r  for the continued payment of the 
pensions. The rcprcsrntetlve replied .that thbq aspect was taken into 
account before the above decision was reach$$ The Canlmittee felt 
that Government might rwonsidcr thtt matter again, as this conside- 
ratiotl was mainly responsible for the ahpngement stgrad upon in 
194I: and the  propasc~d drriirlgcnmtbnt tugant a cunlpltk ~rvcrsal of the 
earlier one. 

128. Para. 26Zatnesr d m  frdm Rehabilitation Finonre ~ d r n i n d  
tratiot).AThe Committee were informtui that the decision to defer the 
recovery of infereut from the Administration was taken in the y e u  



1952. Even before this period, the Administration was not in a 
position to pay interest to Government. The Government of India 
was not giving any amount separately to the Administration for 
meeting their wdrking ex2enses which came to about Rs. 72 lakhs. 
The interest of Rs. 41 lakhs which was realised by the Administration 
from the debtors went to meet part of the working expenses. The 
Committee felt that the officers of the Administration should be 
summoned, and decided to examine them at a later date. 

129. Para. 28-Debt position and loans to State and Foreign Gov- 
emments.-The Committee observed that the provision of Rs. 5 crores 
every year for amortisation purposes was very inadequate and as this 
amount was not being funded, the provision was more for avoidance 
rather than reduction of debt. The representative of the Ministry, 
accepting this, stated that any increase in this provision would result 
in a revenue deficit to be covered by borrowing. The committee 
considered that as huge sums were advanced by the Centre to the 
States for financing their development expenditures, the Centre 
should see that adequate arrangements for repaying these loans in 
time were made by the State. 

130. Dealing with the Debt settlement with Pakistan, the Com- 
mittee desired that a settlement should be reached without any 
further delay. 

131. Regarding the settlement of the Debt due from Burma to the 
Undivided Government of India, the Committee were informed that 
out of the outstanding debt of Rs. 48 crores, India's share came to 
about Rs. 40 crores. which was written down to Rs. 20 crores. Accord- 
ing to the rice deal with that Government, for every ton of rice, which 
Burma supplied to India. India received a rebate of £13 and for about 
8 to 9 lakh tons of rice, India would get a rebate of about Rs. 15 
crores. The balance of about Rs. 5 crores was to be negotiated with 
Burna in 1955-56 in connection with another rice purchase scheme or 
some other account. 

132. *Para. 22-Income-Tar Concessions in anticipation af Legisla- 
tion.-The Committee then discusSed the cases of grant of income-tax 
concessions by executive orders in anticipation of le 'slation, referred 
to in the Audit Report. Taking the case relating to "8eathsuwretire- 
ment gratuity", the representative of the Ministry said that the ins- 
tructions issued by Government were desi ned to save unnecessary 
labour and claimed that the action of the d inistry did not amount to 

!fl ant of exemption as such, as the Income-tax authorities had assessed 
e tax all right, only they did not collect it. The Committee wanted 

to know whether the refunds in cases where the tax had already been 
collected did not amount to a grant of concession before the relevant 
legislation was passed., The representative of the Ministry replied 
that the refund was provisional and the parties concerned were 
informed accordingly. Turning to the other concession relating to the 
Treasury Saving Depmit Certificates the Committee observed that its 
announcement by Government-in their notification to the public in 
anticipation of the requisite legislation was not correct; nor was i t  

"proper to presume Parliament's approval in such cases. 

*Sw slw Appendix LII. 
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*133. P ~ U  2 ~ 1 n e o m c - ~ a r  Caies.-The ~bmmit t& were informed 

that there were about 16000 cases of voluntary disclosures (inclusive 
of big and small cases), about 2000 cases of which the Government 
had already some information. The main feature of &his scheme 
was that the penalty normally leviable u n d h  the law was not 
imposed in these cases of disclosures of hidden incomes. The 
recoveries of tax effected so far as a result of these disclosures 
amounted to about Rs. 9.7 crores, 15 per cmt  of the assessed income. 
The representative said that in quite a number of cases, it was 
contended by the parties that the evaded income related to more 
than one year and this had to be determined with reference to the 
facts of each case. A number of such cases were still pending 
settlement on this account. The Committee, however, were of the 
view that the settlement in his manner was not quite proper. 

134. The Committee theh adjourned till 10-30 A.M. on Tuesday, 
the 27th June, 1954. 



Proceedingsof the Wird Sitting of the Public Accounts Committee 
held on Tuesday, the 27th July, 1954. 

135. The Committee sat from 10-30 A.M. to 1-15 P.M. 
I I 

PRESENT 
Shri B. Das-Citairman. 

&IEMHERS 
Shri Tribhuan Narayan Singh. 
Shri Ramananda Das. 
Shri Shree Narayan Das. 
Shri Balwant Sinha Mehta. 
Shrimati Ammu Swaminadhan. 
Shri Khandubhai Kassanji Desai. 
Shri Amarnath Vidyalankar. 
Shri S. V. Ramaswamy. 
Shri Uma Charan Patnaik. 
Shri V. P. Nayar. 
Shrimati Violet Alva. 
Diwan Chaman Lall. 
Shri Ram Prasad Tamta. 
Shri J. V. K. Vallabharao. 
Shri V. Narahari Rao, Comptroller rind Auditor-General of 

India. 
Shri A. K. Chancla, Con~ptrol ler  and Auditor-General-Desig- 

nate. 
Shri V. D. Dantyagi. Additional Deput?! Comptroller and 

Auditor-Geneml. 
Shri P. C. Padhi. Accountant General,  Ccvtral Revenues. 

SECRETARIAT 

Shri K. R. K. Menon, Secretary, Ministry of Finance (R.&E.). 
Shri M. '1. ~ a n & a r ~ .  Jo;nt Semetnry. hflrlistr~ Of Finance 

(Ecdhomic Affairs Department). 
Shri SrRatpim, Joint Secretary, Minigtry of Finance (R.&E.). 
~ h r i  J .  Dayal. Joint Secretary, Ministry of Finance (R.&E.). 
Shri H. S. Negi, Depu23l Secretary, Ministry of Finance 

(Esonomic Affairs Department). 
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136. At the outret the Committee heard the rrltiring Comp-lM 

b d  Auditor-General on the Parliamentary Conk01 over 
finances and other allied matters. The Auditor-General drew special 
attention to the need for the early introduction of Exchequer Control. 
He pointed out the relation between the Public Accowts Committee 
and the Auditor-General and emphasised the impor4ance of the 
Public Accounts Committee's Reports. 

137. The C o ~ m i t t e e  then p r ~ c e e d e d ~ t o  examine Para 18 of the  
Audit Report-Cwil (I) 1952. 

( A t  this stage the witnesses were called a n ) .  
The representative of the Ministry acquainted the Committee with 

the measures taken for the lntroductlon of exchequer control. The 
representatwe, however, added that they were being confronted with 
certam d~fficulties such as the revision of the accounts structure, lack 
of competent technical personnel and the vastness of the contemplated 
reform. The Committce n'oted w ~ t h  satisfaction that the Centre had 
made a beginnmg In this direction In creating a Pay Office at  New 
Delhi, thereby receiving the A.G .C.R. of treasury functions but 
regreted that the States, where the A.Gs. were saddled with the 
payment work, had not followed suit yet. The Committee considered 
that it was high time that the States appreciated their constitutional 
responsibility in this matter and took measures to hasten this change- 
over which was so essenial for the wider reform of separation of 
audit from accounts. 

138. The Committee then discussed the position regarding the 
'vote on account'. It was explained that at  present ~t was difficult to 
watch when the amount so voted was exhausted. Nor would i t  serve 
any purpose by keeping a separate account of the expenditure from 
'vote on account', as no t ~ m e  limlt was prescribed for expenditure from 
the 'vote on account' and the regular budget was voted sometime in 
the rnlddle of :he month (May) wh~ch  dld not synchron~se w t h  the 
monthly closing of accounts at  treasuries 

139. The Committce enquired about the posltlon regardmg the 
ConsolidLi?cd Fund o f  11lch~1. t11e Cunii~l<vn~y Fund of India and the 
Publlc Accounts and the p~>wers  of Guvernnlent to operate on these 
Accounts. The Audltor-General explained the provisions of the 
Con~t:tlit~t>n !I-! r h~s  r c q ~ ~ d .  I n  : h ~ r  c -c rn+>~>~:  !,r. it.It that the crea- 
tion oi u number t i &  funds wi~iiln the Consolidattrl Fund was uncons- 
titutlonal and t t ~ ~ t  t h ~ s  aspkxst should be esamincd carefully. The 
Commlttcu? dcwidcd to discuss the lqgallty of such actions on the part 
of thi. Government at a late; date. 

(At ttrw stage the witnesses wi thdrew) .  . 
140. Some of the members of the Committee then asked certain 

uestions based on the staterfient of the Auditor-General earlie in 
%e dsy . A member enquired about the steps ,taken to  define the 

wers of the Auditor-General as required w d e r  Art ide 149 of the 
Enstitution. The Auditor-General observed. that a b p  nss bu. 
drafted defining the duties and powecs of the Corn b u n  
Auditor-General on the British model but in view 0 f the *ely 
changes in his set-up in the light* of the financial reforms undm 
oontemplati~n, the draft bill should await the same and had, thare- 
fore, to bo postponed. 
447 LS 
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111: In reply td s question whkther it wag trrithin the'powers of the 
Government to write off deb& without sanction of .the ~arllomcb.4 
the Auditor-General observed it would not be proper to do so as 
writing off would require an appropriation. 

6 

142, Before adjournhg, the Committee desired to place on record 
their deep sense of indebtedness to the retiring Comptroller and 
Auditor-General for the invaluable assistance he had rendered to 
them throughout in their dvliberations. His maderly knowledge of 
accounts and his wide experience in various capacities for a consider- 
able length of time, which he had placed at the disposal of the Com- 
mittee, had been of great value to them as the first Indian incymbent 
of this post in independent India, he had set up new and sound 
traditions by his fearless criticism of the executive in his capacity 
as the guardian of the tax payer's money. 

143. The Committee then adjourned to meet on the 18th Augwt, 
1954. 



Proceedings of the Fourth Sitting of the Public Aricounta Committee 
held on Wednesday, the lltff August, W4. * * 

144. The Ccynmittee sat from 10-% A.M. to 1-30 P.M. 

Shri B. Das.--Chairman. 

2. Shri Tribhuan Narayan Singh. 
3. Shri Ramananda Das. 
4. Shri Shree Narayah Das. 
5. Shri Balwant Sillh;sl Mehta. 
6. Shri Amarnath Vidyalankar. 
7. Shri Uma Charan Patnaik. 
8. Shri Choithram Partabrai Gidwani. 
9. Shri V. P. Nayar. * 

10. Shri U. M. Trivedi. 
11. Diwan Chaman Lall. 
12. Shri P. S. Rajagopal Naidu. 
13. Shri Ram Prasad Tamta. 
14. Shri Mohamed Valiulla. 

Shri A. K. Chanda, Comptroller and AuditorGmeraZ of 
India. 

Shri P. C. Padhi, Deputy Comptroller and Auditor-Gersetol 
of India. 

Shri S. G U ~ G ,  Accountant-General, Central Reoenuet. 

Shri S. L. Shakdher-Joint Secretary. 
Shri V. Subrammian-Deputy Secretary. 

Shri T. Sivasankar. I.C.S.. ~ e c r e t a j .  Ministry of idgalion . 
and Power. 

Shri H. C. Gupta,J.C.S., Joint Secretmy, Minbtty of trttg~~.. 
t i o ~  and Powet 8 

Shri S. Venkataraman, Depuly Secrefary, M t n i r r t ~  of 
tion and Power. . 

R I 
Shri Thrimale Iengu, Chief ~ n g i n k ,  ~ i m k d  Drm Rofrd 
S M  Dharamarajan, Supqrintding Slyiinacr, H i d u d  &m I 

Ptoject. . 
* 
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Shri ~ a n w k  Sain, 'I.S.E., Chimaan, Central $ater and?. 

P w m  Commission. 
Shri M. D. Mithal, Member, Central Water and Pow- Corn-. 

misfin. t 

Shri H. L. Vadera, I.S.E., Member, Central Water and Power 
Commission. 

Shri M. Hayath, Member, Central Water axd Power Com- 
mission. 

Shri S. Ratnam, Joint Secretary, Ministry of Finance (R.&E. 
Department). 

Shri K. L. Rathee, Deputy Secretary, Ministry of Finance 
(R.&E. Department). 

Shri S. Sundaranjan, Financial Adviser and Chief Accounts 
Officer (Hirakud Dam Project). 

145. The Committee met to examine the representatives of the 
Minifitry of Irrigation and Power and the Xembers of the Central 
Water and Power Commission in connection with the comments in 
the Audit Report Civil 1952 (Part I) on the Hirakud Dam Project and 
certain outstanding items relating to earlier reports. 

146. Item 24 of the "Statement showing tlte recommendations of 
the Public Accounts Committee and the action taken thereon".-The 
Committee were very critical about the delay in the submission of a 

. note to them by the Ministry of Irrigation and Power on the 'Intro- 
duation of the Administrative Audit System in the various River 
Valley Projects'. They regretted that the Ministry of Irrigation and 
Power instead of referring the matter to the Government of Puqab ,  
PEPSU and Rajasthan, the participants in the Bhakra-Nangal Project, 
should have decided themselws about the impracticability of the 
introduction of the Administrative Audit. especially when the Minis- 
tqeof  Finance had observed already that the exper~ment was being 
tried on the C.P.W.D.. and the results watched before extending it to 
other spheres. The Comrn1ttc.e des1ir.d that a revised note should be 
submitted t) them cfal>- concurred in t!: t ! ~  3llnlsrr.y of Finance; a 
copy thereof shotlld olhr) i i c ,  scri: to iiucilt. 

147. Item 94 of t i i t  ' Stcli~ t r r v ~ l  i:hou.zny t h e  rt roin~nondat LOTU of 
the Publzc A c c o t ~ n : ~  Cf m r n . t t w  a,td flee. nc.Iioil tal:c.r~ tircrcwn".-The 
representative of the Ministrv stated that there was no  drliberate 
defiance of Stores Accounting Rules on the pal t of the person in charge 
of stores. The enquiry made by the O.S.D. also revealed that non- 

,.compliance with the 'rules in force was due to the colossal amount 
of stores collected a t  that time and individual responsibility could 
not be fixed on any particular person for this. The Cornmittqe felt 
tbt, in future, properesteps should be taken well in time for setting 
up an organisation fo handling stores with suitable provisions for d proper supervision an co?trol before a new project was started. 

148. The Commit& also desired that in regard to Capital projects 
executed out of Central assistance, the Centre should see that the 
machinery set up to supervise and control the financial side of the 
project warr adequate; a detailed note indicating the position in this 
respect should be furnished in the Explanatory Memorandum to the. 
urnual Central budget in respect of such projects. 

* t 
1 
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149. In rep1 to a question whether tbe Hirakud ea#mWu hd 

.again b e  the Stores Purchase Bula by gettin - s t a a  dlnct 
from vate Arms instead of through the Directorate b ad supply . and &sposal, the re resentative of the Mhistxy statad thrt it was 
so. He added that t R is was done with the concurrence of the D.G, 

+ S.&D. and the Works, Housing and Supply Ministi ' .  The procedure 
followed in this regard by the Chief Engineer was gs follows:- 

M e r e  the price agreements existed between the D.G., S.&D. and 
the Suppliers, the same price was paid as in the agreement, but where 
agreements did not exist the Chief Engineer got the quotations and ' 
placed the orders. The Chief Engineer added that this course was 
adopted in order to avoid the delay in the supply of stores which 
generally occurred in the case of supplm indentefi through D.G., 
S&D. causing delay in the execution of work. Such deviations from 
the norn~nl procedure wds, in his opinion, essential if the project was 
t f )  bt. c ~:npl(s:cd by a target datCk 

I i d .  I (Pa:grs 69 t o  7 6 )  of  the  Audit Report 
( C - 1 1 1 ,  ]!IS.: Port 1 --The rcyx.escntative of the hl~nistry pointed out 
to t ! ; ~  Ctb.!!r~l:!tc.c !ha? so far a s  the stock verificat~on was concerned, 
the1 c tvc3:.c* :!lrc>c* difficulties nanwly, ( i )  the colossal magnitude of the 
stoc.ks. ( 1 1 )  t l ~ n l - i h  of sulti+blc staK, and (1111 large purchases from 
thc  11 C . SLT) The work was In progress and was expected to be 
completc~i !n about four months. Th;. Committee felt that the pro- 
cedure fol1owr.d was defcctivc as it did not cnsure the correctness of 
t h  p O ~ 1 n d  balmccs on 1st April. 1951 which had been entered as 
npenmq bal.lnci~s In t h c  vnrlous bln cards The Auditor-General 
agreed to dcspute n Spcc~al Oficer to look Into the stock verification 
arid other ronncct tbd ma!ters rclat~ng to the Hirakud Darn Project and 
t o  rcport to the P A C .  T h e  Cnrnrnlttee decided to postpone exarnina- 
tion of this matter and to awalt the report.* Thls Officer, they desu- 
cad, sriould also rcport about thc prcwnt rc!ationship bettseen the 
Chlcf Awounts Ofliccr and the Chief Eng~neer. 

151. Thc C o m r n ~ t t ~ e  then enquired ~f there was any coordination 
betwren the varlous Projects purchasing stores so that any s u ~ ~ i u s  
in one might be utilised by another Project. The representative of 
the Ministry stated that in Hirakud purchases were being made now 
to the extent needed and particulars of excess stock already accumu- 
lated were being circulated, to other Rojects. 

152. The Committee then adjourned till 10 A.X. on Thursday, tb 
19th August, 1954, 



Pmcdhgs of the Fifth Sitting of the Public Accounts Committee 
held. on Thar;cday, the 19th August, 1954. 

f _CC_ 

153. The Committee sat from 10 A.M. to 1-10 P.M. 
b 

PRESENT 
Shri B. Das-Chairman. 

M ~ B E R S  
Shri Tribhuan Narayan Singh. 
Shri Ramananda Das. 
Shri Shree Narayan Das. 
Shri Amarnath Vidyalankar. 
Shri Uma Charan Patnaik. 
Shri Choithram Partabrai Gidwani. 
Shri V. P. Nayar. 
Shri U. M. Trivedi. 
Shri P. S. Rajagopal Naidu. 
Diwan Chaman Lall. 
Shri Ram Prasad Tamta. 
Shri Mohamed Valiulla. 
Shri J. V. K. Vallabharao. 

Shri A K. Chanda, Comptroller and Auditor-General of India 
Shri P. C. Padhi, Additwml Deputy Comptroller a d  Audit* 

I General of India. - 

Shri S. Gupta, Accountant General, Central Revenues, New 
DeIhi. 

Shri S. L. Shakdher-Joint Secretary. 
Shri V. Subramanian-Deputy Secretary. 

wxlwlss~s' , 
F Shri S. S. Khera, I.C.S., Secretary, Ministry of Production. 

Shri S Jaganathan, I.C.S., Joint Secretmy, Ministry of Produe- *. . 
shri K.R.P. ~ i y a n ~ a r ,  Joint 3ewe&ry, Ministry of F i n o m  

(TK Division]. 
1M. The ~ o n l m i t k  met to examine the representative of tbe 

of Production in conriection with the commentswade in the 
(Cfvil)--Part 1, 1962 on the Minfotry of Fkoducti~a~ 
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1W. Ab t& -4 Auditor-Gawd stated t&C when oag,tho 

Backlog wru clemed 8E P& could htte up cunat mattera. lie 
mado 8 reference to the Steps that were being taken by him to 
expedite the preparation of pending Audit Reports. Incidentally he 
rederred to the question of separation of accopnts from Audit. 

156. Pam 5 (a) of the Audit Report (Civil), 1952-Part I.-The 
Committee desired to be furnished with a note* on the constitutional 
position regarding $he conversion of Stat? Undertakings into private 
limited companies. They also wanted to be informed about the con- 
templated arrangements for the management and control of these 
undertakings. 

157. Dealing with the capital structure of the S~ndqi Fertilizesrr 
Ltd., the Committee wanted to know the basis for splitting up the 
Capital advanced by Government into share capital and debenture 
loan. The Committee were told that this was done with a view not 
to over-capitalise the company. Such a course was resorted to in 
order fo give financial stability to the company and to keep the cost 
of production low. The Committee, however, decided to discuss such 
matters relating to State undertakings in general at  a later date- 
In reply to a question whether labour had any representation in the 
management of the Sindri Factory the Committee were bformed 
that the Chairman of the I.N.T.U.C. was on the Board of Directors; 
besides, other steps were also being taken to associate labour with 
the management. 

158. The Committee referred to the balance sheet of Sindri FertC 
lizers Ltd. for the year 1953 and wanted to know the position in reb 
pect of the revious ears. They were informed that till the forma- 
tion of the E imited any in 1951 the work was execukl d 7- mentally and the .R. was in charge of the accounts o the 
Factory. When the Com any was formed, the assets and liabilities 
were transferred to the 8 ompany and the AC3.C.R. gave the break- 
up of the machinery and land so transferred. The Company had 
since been trying to recast Into the usual pattern the expenditure, 
that had already been meurred. On the suggestion of the Auditor- 
General, the Committee postponed further consideration of the case 
till the receipt of the note promised by the Ministry of Production. 

159. Pam 5 (a) (i) of Audit Report.-The Committee e n q u d t  
about the c ~ t a n c e s '  in which the excess payment of Rs. 2.7 ltihs 
mentioned in the Audit Report occurred and the action taken qpht 
the oftlcers responsible for the excess payment. The representative 
of the Ministry stated that though the quantity of cement actnally 
used in the work was 1- than that originally estimated, the contract 
was for the paymeqt of a lump sum for the completed work, and as 
such, there was no question of excess pa ment. The officers who 
were responsible for this contract were no I onger in service and a o  
cording to legal opinion there was no c~ for lpcove from the 
contractom. The Committee desired to be fumithed wig a copy of 
the legd advice in this case. They wanted to b o w  further, the 
s t e p  the Ministry p r o m  to Wee in regard to tpe bmpanfs fu- 
Sure telation yith the Government ot  India. . . - -- -I 

See Appendix LIII' . t Sw AppEndl. XXXII. * 
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160. Po+a b (tr) of-'the A d t  Rep&.--!I% meubtive of the 7 Wnistry stated that the Departmefit of Open Cut 04 Mining was an 

organisation set up  durfng the war and was wound u when the war Ra ended. This Directorate worked not only under a ilitary Of&cer 
but with Military recru'ts under him. On the termination of the war, 
Government ielt that that was a very expensive method of producing 
coal and disbanded the organisation. He added that this Department 
did not keep detailed accounts of the structures and roads that they 
had built. The Government took over these bulldings etc. in  the 
year 1946. In the same year, a private British Company, which had a 
contract for producing coal by open cut mining in collieries, was 
entrusted on behalf of Government to recover rents from private 
collieries in ~vhich the buildings etc. were located. But this Company 
too did not have a list of the build~ngs etc. in question. Further, the 
Company who were under an obligation to inform the Government 
after they1 had vacated the buildings failed to do so. Continuing 
further, tile representative of the Ministry stated that the Government 
had now partly recovered the rent due from the British Cohpany. 
The represeniative oi the hllnistry, however, admitted that there had ' 

been deia?. In thls case In 1:ung :!,e rt~l~~.lsiblll tJ '  111 nc~t having 
recovered the rent. He promlsed to fis responsibility after investiga- 
tion as to why ( 1 )  in the drawmg up of the agreement, the persons 
responsible dld not specify the pruperty with wh~ch  the agreement 
was purported to deal: (ii) there was delay in locating the property 
a t  the slte: and (111) why when the  agreement provided that with the 
lapse of 12 nlontns z.e. 31st May, 1947 Government would be dlvested 
of their property rights in the buildings adequate action was not taken 
to safeguard Government's Interests. The Committee desired that the 
Ministry should also investigate as to why the Ministry did not take 
action against the debnquent officials and rntimate to them what 
action they proposed to take now. The Committee also desired that 
the result of the investigations made by them should be communicated 
to them through the Controller of Coal Accounts. 
* 161. The Committee then enquired whether the Production Minis- 
try had issued any uniform rules regulating the conditions of service 
of the employees working in the various State undertakings. The 
representative of the Ministry informed the Comrni ttee that some 

dtng principles, consistent with the autonomy of these bodies, had 
laid down and communicated to the various undertakings. 

162. The Committee then adjourned to meet at 10-30 A.M. on 
Friday, the 20th August, lB54, 



Proceedings of the Sixth Sitting of the hb l i c  Accbuntr Cammitt.. 
held on Friday, the 20th August, 1954. 

I 
I 

163. The Co~unit tee sat from 10-3Cvls.~. to 1-25 P.M. 
PRESENT 

Shri B. Das-Chairman. 
MEMBERS 

Shri Tribhuan Pjarayan Singh. 
Shri Shree Narayan Das. 
Shri Amarnnth Vidyalankar. 
S l~r i  S. V, Rarna\vamy.  
Shri Uma Charan Patnaik. 
Shri Choithram Pdrtahral Gidwanl. 
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011 beinginformed that the accounts of the Co ation for tb ybr- T ending e 30th June, 1954 were not yet ready, e Commfttee chid-. 
ed to postpone their examination to the next Session. 

166. The Committee then turned to the Rehabilitation Finance 
Administration, Explainilg the set-up of the Administration, the 
representative of the Ministry said that it was an autonomous body 
with powers to fix the terms on which it lent money to borrowers. 
The capital advanced by Government to the Administration carried 
interest. The Administration conducted its own affairs and the 
Ministry of Finance gave directions on general policy, such as open- 
ing of application lists for loans. 

Referring to the expenditure of the Administration, it was ex- 
plained that considering the volume of applications received and 
the expeditious way in which they were to be handled by the Ad- 
ministration the expenditure was not excessive. In the conditions 
as they existed then, there arose a number of bad debts. As pro- 
vision for the bad debts had to be made, the Administration could 
not pay interest to Government on the capital. Further, recovery 
of interest, if insisted upon by Government, would only mean pay- 
ing out of the capital advanced by them. All the same, Government 
could not waive the interest and hence had postponed its recovery. 
The Committee postponed further discussion re arding the expendi- 
ture on stair in the Administration to a later 3 ate. 

167. The Committee next took up the question of the transfer of 
work of payment of nsion etc., from the Commonwealth Relations 
Office to our High r" ommissioner. In that connection the Commit- 
tee desired to know what ste s were taken by Government to take 
over the work from 1951 on & e termination of the agreement enter- 
ed into in 1948. The re resentative of the Ministry stated that ac- 
tion was initiated towa & the end of 1950 to bring about this trans- 
fer but the same had to be suspended in view of the decision to 
transfer the entire work together with the liability to the U.K. 
Government. 

168. The Committee then proceeded to examine the question of 
Parliamentary Control over State Undertakings. The representa- 
tive of the Ministry observed that it was the intention of Govern- 
ment not to run these enterprises themselves, but to constitute 
separate institutions for this purpose with certain autonomous 
powers in the matter of their management. These institutions took 
the form of limited companies or Corporations, depending on the 
need of each undertakings. In reply to a uestion, the represents- 
the added that it \ygs never the intention o 9 the Government k, by- 

Parliamentary control by this device. When his attention was zm tO the observations of the Committee in their mrlier npo* 
that the formatian of such companies ap ared illegal, the rep- 
sentative rtplied that Government ha z= chnsulted the Attorney 
General on this quwtion and Government were advised that it was 
orat to. Tbe Committee ired to be furnished with a cogy* oQ the 

tr opinion g i v a  by, e Attorney-General. 

a , 
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said that t&e atire expenditure on the pro t had'alretady been fn- 
c m d  with the approval of Parliament an ti= as the transfer in ques, 
tion did not involve any fresh expenditure, vote of Parliament was 
not considered necessary. He promised to look into the fads and 
submit a note to the Committee. D 

B 

169. t l t em 10 of the statement showin. action taken or prqposed 
to be taken on the recommendations of t % e P.A.C. (Appendix I ) . -  
Dealing with themaction to be taken* on cases of fraud, em- 
bezzlement, etc., the Committee observed that mere issue of ins- 
tructions would not meet the recommendation of the Committee. 
The Government should also see that the instructions were strictly 
complied with and any delay on the part of the offic inquiring a into the case, to bring to book the delinquents, should e suitably 
dealt with as enjoined in the instructions. The Committee felt that 
the matter should be taken up by them when they next took up the 
examination of the Home Ministry who are concerned directly with 
disciplinary matters. 

170. The Committee then enquired how the Ministry of Fin&we 
coordinated and controlled the expenditure of different Ministries. 
The representative of the Ministry stated that the main responsibi- 
lity was that of the Ministries and the Ministries had been asked to 
set up their own organisations for getting departmental fi of 
progress of expenditure. The Financial Advisers a m e d i x t h e  
Ministries held periodical meetings with the representatives of the 
Ministry to review the progress of expenditure &-a-uis the voted 
grant. Such meetings were held quarterly. The Committee desir- 
ed to be furnished with a report on the periodical meetings men- 
tioned above. 

171. *Item 1 of the statement &owing action taken or proposed 
to be taken on the recommendutians of the P A C .  (Append& I).- 
It was explained that the Ministry of Finance did not b k e  up indi- 
vidual cases of failure to frame properly the budget and control the 
expenditure; such cases were explaimd by the Administrative Min- 
istries to the Ministry of Finance, &her a t  the time of asking for 
diversions of funds from within fhe voted ant or at the quarterly 
meetin s referred to above. Diver* o ex diture was rrlso 
cheekd by audit. The Committee, however, fe P.. t that the Financjal 
Advisers attached to the Ministries should see that budgeting and 
control of expenditure were properly done and cases of esti- 
mating suitably dealt with. 

172. The Committee then adjourned. 
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174 Tbe Committee met to examine the representative of the 
of Herlth in connection with certain items of Audit F&pcut 

(civil) '1852-F'ut I. . * 
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~l the ~ubl i c  'Account. committee ntha than the' PAC. dl- 
theirs to suit the programmes of the Ministries. It was further & 
cided that the Public Accounts Committee should chalk out their 
future programmes well in advance so that ,the Ministries might 
submit their memoranda etc. in time. 

176. The Committee then informally discussed certain items of 
the statement show' g action taken or ploposed to be taken on the 
recommendations o r the P.A.C. relating to the Ministry of Health 
and certain points arising from the Audit Report (Civil) 1952- 
Part  I. 

(At this stage the witnesses were called in;? 
177. lte7n 65 of t i le Statement showtny action taken or proposed' 

to be taken on the recomme~~dat,ons of the P.A.C. (Appendix I).- 
The representative of the Mlnistry of Finance lnformed the Commit- 
tee that in respect of past (ii) of the recommendation of the P.A.C. 
mentioned against the item under discussion there was no difficulty. 
The Ministries were already following the procedure recommended 
by the P.A.C. But in respect of part (i)  of the recommendation the 
Ministry was considering whether it was administratively practic- 
able to make it compulsory to pledge security in the form of both 
property and cash for those who were to be entrusted with cash. As 
for the condition that only permanent employees should be entrust- 
ed with the handling of cash, instructions were being issued to vari- 
ous Ministries by the Ministry of Finance. The Committee, how- 
ever. desired to be furnished with a revised note* on the position- 
mentioning specifically if permanency, security in cash and fidelity 
bonds would meet the needs of the case. 

178. Para 13 (a)  of the Audit Report ( C i v i l ) .  1952-Part I.-The 
Cornmlttec wcrc acquainted with the circumstances In which higher 
tenders were accepted in the case mentioned in this para. Periodi- 
cal meetings of the Chairmen of the P.A.Cs. of the various States 
ant? o f  t h c  ('hairman of the Comnlittcv a t  t he  Centrc t o  discuss com- 
mon ctucsticms o f  this type ~.c lu ld  facil~tate better understanding and 
uniformity of approach. The Chairman informed th' Committee 
that t b ~ ~  quw!ion of convcninq a rnvctin!: o f  t!w Clmirnlen of the 
Public X(wunt!. Cornnuticcs of \.aritw. S t a t r ' ~  wa.; under examinn- 
tion. 

179. Thr Cornmittce wcrc8 inform~.ci tha? wiltnever grants-in-aid 
were ~nildc b:. thib Ccntrc to thc S t n t r * ~  for sptacific purp-rscs, it was 
ensured that the conditions attached to tho.se spcrific grants were 
always fulfilled. But the Centre could not look into the financial 
details of those bodies, because the States enjoyed autonomy in this 
respect. The Committee decided. that the Ministry of Health should 
do whatever was possible in the case of Centrally-aided hoJpitals, to 
avoid irrcr:ularities, consistent with the autonomy of States in which 
those institutions were situated. 

b 

180. Para 34 Ui) of the Audit Report Civilb1952-P& 1.-The 
representative of the M h i s t ~  of Finance admitted the mistake af 
his Ministry in sanctioning the grant mentioned in the said para but 
statgd that to qvoid sanctioning such grants os dlolment of monep 

' S u  Appadire~vl. 0 
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%wards the md.of the @fbmtW gear, the MtnIstry h d  irued ins- 
tructions to other Ministrirs to progress these cases for which fund 
had been provided in the b t in the first quarter of the Anancia1 

spent on tRe purpose. 
9 year itself so that grants mtf1 be allotted in due time and actually 

( A t  this stage the ~c~i tness  tuitltdretu). 
181. Before adjourningathe Committee dcsitcd that the note on 

the 'overhead charges at  the Bhakra Nangal Project as compared to 
other river valley projects' forwarded by thc Ministry of Irrigation 
and Power should be vetted by the Auditor-General as it was a fa* 
tual note tontaining many figures, and the Ministry should be ask- 
ed to get this done. 

182. The Committee then adjourned to meet again in October, o n  
a date to be fixed by Chairman. 
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. Shri S. ~ehcataraman, Deputy Secretmy, M4nbD1.y of 

Irrigation and Power. 
SIH Ishwar Dayal, Chief Accounts Ofice?., Bhakra-Nungat: 

Project. a * 
184. M i n m  of Irrigation and Power, Bhukra-Nangal Project.- 

At the outset, the representative of the Ministry of Irrigation and 
Power informed the Committee that they had befn treating the 
Bhakra-Nangal Project as a Central Project, although strictly it 
could not be treated as such. He said that the project was under 
the  control of a Board viz., the Bhalira-Control D ~ x r d  on which the 
three particip~ting States viz..  Punja5, Rajnsthan and E'EPSU and 
the Centre were represented. He addcd that the Ccn're which ad- 
vanced money to the participzting States for csccuting the Project 
should know that it was not frittered away by them and to that 
extent the Central Government should keep a watch and ii the 
Committee desired that a financial statement should be submitted 
to them in regard to this project, tliey would do so hereafter. 

185. The Comptroller and Audit >I.-General informed the Corn- 
mittee that the Accountant-General, Punjab was in overall control 
of auditing the entire expenditure incurred on this Project and he  
submitted his Reports to the Public Accounts Committee of the 
Punjab State Legislature. In repl?. to a question, the representative 
of the Ministry of Irrigation and Power stated that the Control 
Board was in over-all charge of all technical and financial aspects 
of the project, the actual work of construction being carried out 
under the direction of the Control Board by the Chief Engineer con- 
cerned of the State in which the work lav, except that in respect of 
the construction of the Ehakra Dam and appurtenant works which 
lay partly in Punjab and Bilaspljr, the work would be done by the 
Chief Engineer, Punja b. These State Governments were, therefore, 
answerable to their respccti vc Accrt~ nt:int s-Genwal and Leg isla- 
tures in respect of s u ~ h  expcndituro. 

Intervening, the Comptro'lcr am: A~ditor-Cknc.r-,~I pointcd out 
that the Project had got .4 Ci lei Account* Of.icclr, who frlr adminis- 
trative purposes C R T ~  :~n;+.~r- 'hcb t c ~ n t r r ~ ~  o1 $ 1  F *:, nt :' ynr t r~wnt  
of the Punjab G~~vcrnn lm' .  t u '  th1.r:. v;:is * I- unltr r.~'ni-iJ.njr that if 
there was a dis::e,rcr nit~nr !JC twc-q9tl : r I I I i Depart- 
ment. ?hen, the matttar lvlluld \)<$ r . c ~ f c ~ -  1-1 . , .'-(. ' '( .1:n : I L x c i  and 
though the Chief Arrorint.: Officcr o f  t!iv 1'1 O I I T ~  w e i  u1v1t:r the can- 
trol of the Punjab C;ovcr;~mcqt. lie could not t ) ~ .  ( ~ i . ~ l . : . \ i l ~ ~ d  ~f ttwre 
was a difference of opinicn a ~ d  that must he discul:icd in tile Con- 
trol Board. He added that tke entirc accounting was ccmtrrrlised in 
the hands of the Chief Accounts Officer though thc cspenditure 
might be incurred by the three different States. The A.G., Punjab 
was also responsible for seeing that #the quantum of expenditure 
was apportioned b~ tween  thc th rw States in accordance with the 
agreed decision of the Control Board, 

186. The Comptroller and Auditor-General further inted out 
that there should not be any overlap in the functiovs o P" the Public 
Accounts Committees of the Centre as well as the States fn the mat- 
ter of examination of the Account relating to this Project. He - 

ted that the Iriigation and Power Minis should qnnually p- 
!%ore the Committee a note dealing with "ru t plicy and Rnandnp 
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of the Project and the rogress made in its execution and if the Corn- 
.mittee desirki, he wou ! d comment upon it and then they could am- 
mine the Ministry on those points. The representative of the Minis%', 
however, suggested that the constitutional position might be exaxnip 
ed regarding the propriety of the Central Government going into the 
details of a State Project. He said that the m o u n t  advanced was in 
the shape of'a loan and not a grant and it was the Stafe Legislature 
that voted the funds for expenditure in that State. He, therefore, 
urged that it mi&t be examined as to, whether it was open to the 
Central Public Accounts Committee in the existing constitutional 
set-up to go into the accounts of the States. The Committee ex- 

ressed the view that the Central Government which advanced the 
roans should see that the money was utilised properly. I t  was also 
pointed out that the Minister for Irrigation and Power had always 
been answering questions relating to this Project as and when ask- 
ed in the Parliament. 

187. The Committee then desired to know why the Bill regulat- 
ing the development of the Inter-State River Valley Project had not 
been introduced in Parliament, although it was stated by the former 
Additional Secretary of the Ministry at the meeting of the Comrnit- 
tee held on the 8th September, 1952, that it was to be introduced in 
Parliament during that year. The representatwe of the Ministry. 
stated that the proposed Bill visualised the issue of directions by the 
Centre to the States which technically cast a direct responsibility on 
the Centre for the execution of the works to be undertaken in pursu- 
ance of those directions. The Planning Commission, on the other 
hand felt that the Centre should not be encumbered with the finan- 
cial liability merely by reasons of directions being issued by the 
Government of India and it would more properly be the duty of the 
States to carry them out at their own cost. This difference of opi- 
nion had led to the delay in the matter and he added that they pro- 
posed to introduce this Bill in the next or in the Budget Session of 
Parliament. 

188. Reverting to the scope and extent of control of the Central 
Public Accounts Comrhittee over the expenditure relating to the 
Inter-State Projects and his own responsibility under the constitu- 
tional provisions as the Auditor-General of the three States, the 
Comptroller and Auditor-General undertook to present to the Com- 
mittee a note after examining all the constitutional, legal and h- 
cia1 implications involved in it, after consultation with the authori- 
ties concerned. 

189. The Committee then discussed at some lqngtb the basis for 
the allocation of actual expenditure on the h j e c t .  The Chief 
Engineer, Bhakra-Nangal project explained briefly how the penrent- 
ages of allocation as agreed to by the Amuntant-General, Punjab 
ou., 59.6:'; for Pun'ab, 21.3Ci for PEPSU and Is. 1% for Ra'asthan 
hud k n  caleulatcd. He stated that in respect,, of Rhakra ban it 
was decided that the coat would be distributed to the various States 
in the ratio of the quantity of water stored, which thep would use 
in their respecflve territories. The same proportion a plied to the 
expenditure on the Nan al Hydel Channel. Lower c r  own, it was 
beid.d th.t if an irri &g c~ tnwteci a state only. U I ~  r w  
Cprt should be born y that State; in cases where 8 canal served 
447 LS. 
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more than one State, the cost should be shared on the J3sdlr ab h 
~usec d e s  carried in the thannel. 

Intervening, the representative of the Ministry of Finance stated 
that before the Control Board pressed this matter to an issue, there 
wae no agreement betwqen the three States about the actual quan- 
tity of water which should be allocated to each from the stored s u p  
ply. The main difficulty he said, was not a question of allocating 
the mst; but it arose because there was no agreement for a long time 
between the three participadng States as to the 'amount of water 
that they were to derive individually from the stored supplies and 
for that purpose a Technical sub-committee had to be appointed and 
they arrived at certain conclusions which werc later on ratified b; 
the three Governments concerned. 

The Committee pointed out that the note on the subject already 
furnished by the Ministry of Irrigatidn and Power pursuant to ac- 
tion taken hy them on Item 118 of the Statcmcnt of Outstanding 
Recommendations did not present a complete picture rcgnrd~ng thc  
apportionment of the expenditure on the Project between thc three 
prticipating States and ask& for a revised dctarlrd note on the 
subject. The representative of the Ministry uncicrtcmk lo submit the 
same. 

In reply to a question, the Chief r\ccc~unts Offic~T of the p rc~~cc t  
stated that he had no separate basis for nll1)catlon of actual cxpendj- 
ture. He went by the proportions as providtd in the Proj i~ t  csti- 
mates. 

190. The Commlttee deslrcd that nibst Ilmr when thvy ttusk up 
consideration of the note called f u r  from ttw Ministry (rvfcrred to 
in Para 189 i b d )  they would like to summon a rcyrescnratrve cbach 
of the Rajasthan and PEPSU Govcrnmcnts 111 thv  mcuntirnc, they 
asked the Ministry of Irrigatmn and Power to suhrn!t to them n copy 
of the agreement. if any, w h ~ h  subsisted twtwccn the t h r w  parti- 
cipatlng States under urhlch t h e  Punjab C;ovrrnmt*n: 1tr)kcd after the 
mnstruction work of the P r o j t ~ t  as an agent rm i?ehaIi o f  the two 
other participating units. 

191. The Commlttee then proceeded to take up consideration of 
the note* stating the Organisation and functrons o f  the Chtcf Ac- 
counts Officer, Bhakra-Nangal Project furnish4 by the Min1stt-y of 
Finance pursuant to action taken an Item 21 of the Statement of 
Outstanding Recommendations. The Chief Accounts OPXlwr infom- 
ed the Committee that he was only 'the C h i d  Accounts OfRcer' and 
not the Financial Adviser alsc.. The pattern in Bhakra-Nan af, he 
mted, had to be slightly different from that in the D.V.C. an d Hlra- 
kud Dam Project for the reason that the latter were compact Mi41 
and they had their own execution agencies whereas the B h a h -  
Conk01 Board was not an executing a m y .  Here each St+b err- 

out th@*work lying in its b r r i t o x ~ s  add& that he wmpfld 
U " ~  dfture under all other heads except '&tabjj&mmt', 
q n  on which booked direct by the Trcanrri- q&~& 
the Stabs thpough thp! Accountanffiencr(~l concard. ~c 
audited the Mviofonai Accounts and tarwarded ~y CQCUOU &!? 
smmna the A ~ ~ t a n f f i e n e r n l ,  Punj~b  a d  l&j& tbr, 
bptro*r ,  PEPSU for fncorgbratim at the tsrpsctive 
thair b6ob. He added that for the purpors ai ~~~ 
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spmpiled a satement of excess expenditure incu&ed over the atl- 
mates for submission to the Control Board. 

192. In reply to a question, the representative of the Ministry of 
Finance stated that the technical sanctions i~ r e  ard to work esti- e mates upto a certain amount were issued by the hief Engineers of 
the States themselves. The financial sanctions to the regularisaaon 
of the excesses were accorded 'by the Finance Secretary of the 
Sta te  in whose jurbdiction the particulaf work was executed. 

193. In reply to another question, the Committee were infonned 
that :he present estlmate of the  Project was Rs. 158.97 crores ~ h c r e -  
as the or~glnal one amounted to Rs. 132 91 crores. * 

The representative of the Ministry of Irrigatfon and Power then 
explained to the Committee the various factors that were responsible 
for the revision af the estimates ciz.. change in the design of the 
Bhilkra Dam by increasing ~ t s  height by about 100 ft., rise in thc cost 
of material l a b u r ,  devaluation of rupee rls-a-t-ss G.S. Dollar etc. He 
added that t i l l  today tncrc was no approved estimate for the  Pro- 
ject. 

1%. The Cornmltttw then asked the representative of the Minis- 
try of Irrigation and Powrr tn  furnish them a c o p  of thc Report by 
Shri Kanwnr Sain. Charrlnan. C W,  & P.C. about the accounting and 
financial control on the Shakra-Nangal Pruject. 

195. .b dcsired by the Committee that  copies of the half-yearly 
or yearly progress reports regardmg the execution of the Project 
shcwld hb fumtshcri to them, thc representative undertook to do the 
nwrlful 

196. The Comm~ttcc suggest4 that the C. & A.G. should make 
arrangements far thc training of more Divis~onal Accountants who 
could be umplcryed on the various River Valley Projects. 

197. The Cornrnrttcc further rrskcd the representative of the 
Ministry nf Irrkgntmn and Power to  furnish them a note giving 
'Overhead Char ws' to bc ~ncurrctl on the execution of the Project 
ns included in t k c Esltmatrs after getting it vetted by Audit. 

198. The Cornrnlttrv then decided to take up further consideration 
of the matters rclatm to the Bhrakra-Mangal h l e c t  sometime dur- 
ing the first week of bee ember, 1934. 

199. The Committee them ad~ourncd to meet agPin at SO A.M. ao 
Monday, the 18th Octobcr, 1951. . 
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Shri P. P. Verma, Member, Damodar Vallep Cwpmatiorr. 
8 Shri 9. Ratnam, Joint Secretary, Ministry of Fiwnce. 
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DAMODAR VALLEY CORPORATION 
201. The CommWee took up consideration of the (i) Audit Re- 

ports on the Accounts of the D.V.C. for 1950-51 and 195132, (ii) 
$,he notes* on the points arising from the Audit Report on the Ac- 
counts of the D.V.C. for 1949-50 as furnished by the Corporation and 
(iii) Report of the Darnodar Valley Corporation Enquiry Committee 
(1952-53), hereinafter referred to as the 'Rau Committee' Report'. 

"'. "'3' rnmittee first took up Chapter V of the Rau Commit- 
tee Report ich inter alia related to the excess payment to Messrs. 
Hind-Pate1 & Co. for certain items of work done at Konar Dam uiz., 
jungle clearance and top soil stripping etc. The representative of 
the D.V.C. pointed out that when the actual payment made to the 
contrdctor itself for the first four items detailed in Appendix VI of 
the Rou Committee Report was a little over Rs. 22 lakhs it was not 
clear how the Rau Committee had estimated the overpayment on 
these items as about Rs. 44 lakhs. As regards the comment made in 
para 44 of the Rau Committee Report that 'the rate allowed for 
jungle clearance should not have been so high', the representative of 
the D.V.C. stated that they carried out some jungle clearance a t  
Konar as an experimental measure to deterrmne the rate which came 
to Rs. 8/2/- per hundred sq. ft. But it was through mistake that the 
Rau Committee got the figure of Rs. 2 1 3 -  per hundred sq. ft. which 
had influenced its findings. Intervening, the Comptroller and 
Auditor-General pointed out that the position as stated by the re- 

tesentative of the D.V.C. was not tenable as, according to his in- 
Ibrrnation, the rate was Rs. 8124- per 100 sq. ft. when the work was 
done in the initial stages manually. But later it worked out to , 
Rs. 2/1/4 per 100 s ft. The representative of the D.V.C. stated that 
the latter rate had$ecorne somewhat out of date as subsequent cnl- 
culations avc different figures and added that it was based on fac- 
wrs like t % e thickness of the forest, the gradients e t ~ ,  The latm 
calculations were yet to be checked by the Chief Auditor. 

203. Referring to the overpayment for excavating, sorting and 
disposal of unsuitable uarry materials made to the contractom 5, the representative of e D.V.C. stated that the actual amout 
paid on this account was only Rs. 1,19,608 as against an over- 
payment of Rs. 4 lakhs arrived at by the Rau Cotpmittee. Further, 
the contractors agreed in writing that if an im al tribunal found 
that they had been overpaid, they would refun S" the excess payments 

tive of the comrnitrnenjs made by the Corporation. But 
some '"g.e ow or other the arbitration pr 3t-l was dropped after a long 
dkwdon with the Government. en asked why the GO- 
ment did not acce t the proposal, the repfesentotive of the Minfaitry 
of Irrl ation and 8 ower stated that the main focbr'which weighed 
with & bfhhtzy h dmpplng the ~rbltnUon m d i q p  w u  mh.1 
the ~ t n c t o m  wanted a stipulation to be e in the ubttratiorr. -- dl - 
Ow A p p d i r  4V11 b 
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agreement that the Government of India as a whole ;ncluding the 
Income?-Tax Department would be bound by the result of the arbi-. 
tration. But since this interfered with the statutory discretion 
vested in the Income-Tax Department in such matters, they did not 

rect. But the representative of the Ministry of Irrigation & Power 
stated that ,his statement was based on the representation made to+ 
him by the contractors and that was followed up in writing 

204. In reply to a question whether in the opinion a t h e  D. V. C. 
there had been no overpayment to the contractor Arm, the represen- 
tative stated that there might have been an excess payment but 
definitely not of the order reported by the Rau Committee. The 
uantum of the overpa ent was computed at  m e r e n t  fi res on & erent occasions an CF this divergence was due to the I act that 

this depended on engineering data and technical competence to 
assess the mms. The Committee learnt after some discussion that 
the Financial Adviser had furnished a noteL to the Ministry show- 
ing the extent of overpayment, and desired that copy thereof 
should be furnished to them. 

205. The Committee then asked the Finance representative about 
the extent of the amount overpaid to the contractors. The repre- 
sentative of the Ministry of Finance stated that according to the 
report by Shri Kanwar Sain, Chairman, C. W. Br P. C., who was 
asked by the Ministry of I.&P. to go into the whole question In the 
light of the Rau Committee's Report vis-a-vis the comments of the 
D. V. C. etc., a sum of Rs. 94,81,000,- had been overpaid as against 

.the figure of Rs. 1.19 l a b  arrived at by the Rau Committee. But 
as the Ministry of Finance were not satisfied that the Govt. of India 
could successfully pursue arbitration proceedings before the Arbitra- 
tor when the D.V.C. was not convinced of the overpayment, they 
insisted upon further investigation being made. An Officer on 
Special Duty, who happened to be the Member-Secretary of the Rau 
Committee was appointed for a iod of over three months and 
he submittel a further report to t . ~ o v t .  in which he came to the 
conclusion that a sum of at least Rs. 103 iakhs must have been 
overpaid. Continuing, he stated that based on this further support- 
in evidence, theMinistry of I. & P. proposed that this matter of 
d i t r a t i o n  be proceeded with in a more A r m  manner than had been* 
discussed till then. But though the Ministry of Finance were con- 
vinced that there had beep considerable overpayment in ccmnection 
with this contract 'hy the D.V.C. to the contractors and they were 
mpportd in this canclusion by the reports submitted by two Spe- 
dalfsts, they feu that a successful case might not be made out 
before the AFbitratorS in view of the above attitude of the D. V. C. 
Unless the D. V. C. ftseli: as one of the partiea toethe arbitration 
admitted oveqwment to t h ~ .  contractors (the other party), any 
arbitration would, only be a formalfty to clear the D. V. C. The 
'Su Appendix XXXlV I 
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, representative of the I. &. P. Ministry observed'tbat the issue was 
regarding the reasonableness of the rates which should be deter- 
mined not on the basis of books produced b the firm nor on the 
basis of the evidence adduced b the D. 6. C. but on a pulielp 
engineering basis. He, therefore, Bid not agree with co~~elwlon 
of the Finance Ministry. He read out some extracts om the draft 
arbitration agreement in support of his contention, which could not 
be signed because of the Income-tax ique. 

206. The representative of the D. V. C., however, pointed out 
that the Chairman of the old Board, Shri Mozurndar, whUe cum- 
mentin upon the Rau Committee Report, explained to the Govt. d 
India t %a t they did not gccept that there was any overp~yment what 
soever in this case. But when the new Board came into ' 

they thought that the k t  approach would be to try to= 
whether they could get back any money from the contractors. 

207. The Committee then desired to be furnished with a statement* 
showing the comparative rates for jungle clearance on other river 
valley projects in the country. 

208. The Committee then discussed in broad outline the working 
of the Damodar Valley Corporation. They were informed that 
there existed a Board of Consultants on which the Govt. of Inma 
was represented by the Chairman, C. W. & P. C.--Shri Kanwar Sam 
and the Board gave expert advice to the Collporation in technical 
matters. The Board at present was comprised of two Indians and 
two Americans. Ex laining further, Shri Kanwar Sain stated that 
the function of the ko ard was that on any point which was put to 
them, they had to give their technical adwce. The Board had no 
function to initiate any point on their own or to go beyond those 
points which were referred to them by the Corporation. As regards 
the role of the C. W. & P. C., he stated that it too did not come into 
the picture except in regard to the points which were referred to 
that body for advice by the Mimstry. 

209. Reverting to the uestion of overpayment, the Committee 
wanted to know whether 71 t e Govt. of India exercised some sort of 
overall control or advised the Corporation how to proceed in such 
matters. The representative of the Ministry of Finance readin out 
from the Minutes of the meeting of the Advisory Committee db the 
D. V. C. held at Patna in December, 1950 pointed out that it was five 
months before the contract was entered into with Messera Hind- 
Patel & Co., that it came to their notice that the D. V. C. was work- 
in with a sketchy and almost unreliable schedule of rates, and it 
d d  not fve any exact spclflcations to the contractor. At that 
meeting, e also drew pointed attention to the b c t  that the Tndian 
Member of the Board af Consultants should be entrusted with the 
checking of schedule of rates of the Corporation with a view to 
enabling the Co 

O n g n  
eers tp pre re m o p  realistic 

ntlrnater He a d E  that if h s d Y 1 ~  had &I a taken reriotsly 
at that time by the Corporation, these overpqments could have 
been avoided. 

210. The Committee then asked the mpm&tative ol the D. V. C 
to subm~t to them a noteu stat~ng the circumstances why no SChe- 
du1e of rates was repared earlicr by -the D V. C. ciesplte the advlce 
tpe Ministry of 8 nance referred to above. 

'SwAspbcUxXXXV . 



211. The Committee thdn asked the Chairman, D. V. C. to ap rise P them of his views about the statement made in Chapter V o the 
Rau Committee Report w : ove a y m e n a  to Messrs. Hind-Pate1 & 

%I 
7: Co. In re ly, he stat that t ey were 'correct' to the best of 

bia howl$... He fu er pointed out that the question of the 
admissibility or the reasonableness of the rates never came up for- 
mally before the former Corporation. Therefore, the present 
Corporation had given no  pinion on that ismc. The other two 
representatives of the D. V. C. who were also on the old Board 
Intervened to say that the statements made by them before the 
Committee at the earlier stages that there was no factual basis for 
the statemeqt contained in the Rau Committee's Report were based 
on the reply given by the former Board. 

212. Referring to the extent of control excercised by the Gov- 
ernment of India over the workin of the D. V. C., the representatwe 
of the Ministry of I. & P. stated t f at the policy followed by them in 
this behalf was that their control should be restricted only to matters 
of policy, while the day to day administration should be left entirely 
to the Corporation. He added that they were excercising that 
control through periodical Conferences of the three participating 
States. 

213. The Comptroller & Auditor-General then drew the attention 
of the Committee to the concluding para of the statement laid on 
the Table of Lok Sabha by the Deput Minister for Irrigation & 
Power in reply to S. 4. No. 638 d a t d  the 8th September, 1954 
wherein it was stated that it was decided at the meeting of the 
Conference of participating Governments in Calcutta on the 13th 
July, 1954 that the case (relating to the recovery of amounts over- 
pad to Messrs. Hind-Patel & Co.) might be treated as closed since 
no other action was practicable. The Corporation would, however, 
continue their efforts to find out the possibilities of effecting any 
peoveries from the con tractors. 

214. A reference was also made to a letter* addreswd by S h r ~  
P. S. Rau, Chairman, D. V. C. to Shri Malkani, a Member of the 
Rajya Sabha about the delay in the execut~on of the roject and the 
utilisation of the electric energy produced by the 2 ilaya Dam and 
Bokaro Plants. The Committee desired that copies thereof should 
also be circulated to them. 

215. Before the Committee adjourned, they asked the re rescnta- 
tive of the Ministv of I. & P. to furnish to them a genera f r epa re  
touchin the varjtus aspects of the execution of the Damodar I Valley roject viz., the estimated cost of the various unitrr; the irrl- 
ation; flood control and power utilisation a ts of the project; k e  time schedule for its eompletjon ete. ?r c Commit- W 

decided to beet sometime again in Dedember, 1954 tc, hke  up furthar 
consideration of the Accounts relating to the D. V. C. 

216. The Committee'then adjourned to meet again at 10 A.M. on 
fbc 19th Octbber. I& 
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218. At the outset, the representative of the Minis of Finance 

whined to the Committee the constitution of the A % stratiob 
which was a statutory Corporation and consisted of a Chief Admin- 
istrator and eight members-four oficials and four non-oficials. 
appointed by Government. 

The rep;esent.tive of the Rehabilitation Finance Administration 
(hereafter referred to as R. F. A.) stated that the ap intment of P" the Chief Administrator wes made by the Mini~t  o Finance in 
c o d t a t i o n  with the Ministry of Rehabilitation. 8 e  Deputy Chief 
Administrator and two Assistant Chief Administrators were appoint- 
ed by the Board with the concurrence of the Ministry of Finance. 
AU others cis., Ins tors ri ht down to the Peons were appointed 

e added at  they had not got anybody in their by the R. P. A. El? 8 
staff who was on deputation or had been re-employed after retire- 
ment. 

219. Referring to the appointment of staf'f, the representative of 
the Rehabilitation Finance Administration admitted that a few r- sons employed by the Administration happened to be the relat ons 
of some Officers in the Ministry of Finance or Rehabilitation. But 
there was nothing on record to show that they had been pushed 
through into the Administration by their efforts. When asked by 
the Committee whether the representative of the R. F. A considered 
that on merits certain persons in that Organisation would have been 
appointed to the posts held by them a t  present in the Administration 
but for their relationship with certain dcers,  he stated that he did 
not think that on merits those two or three persons whom they had 
in view were below the standard of similar other officers. 

220. The Committee then took up consrderation of the Balance 
Sheet of the R. F. A. for the period ending 31st December, 1951 and 
wanted to know the basis for the provision of 'bad and doubtful 
debts' and Government's views thereon especially in regard to the 
policy followed in thL behalf. The representative of the R. F. A. 

*stated that under an ad hoc arrangement, whlch had been decided 
upon in consultation with the Ministry of Finance, 50 per writ of 
the amount of instalments which had fallen due and had been refer- 
red to Revenue authorities for enforcin recove , was being pro- 
vided as 'bad and doubtful debts'. He ad 8 ed  hat t cy had not so far 
written off even a pice under this arrangement. 

X 
The Committee then pointed out that against the amount of 

loans given in 1953 viz., R4. 24 lakhs, a sum of Rs. 14 lakhs had &n 
provided for bad and doubtful debts, which shawed that p m p r  
prudence had n o t , b n  exercised in granting the loans. 

221. Referrin to the figure of the estimated loart of Rs. 95,18,W f shown in the Ba ance Sheet of the R. F. A., the representative of the 
Ministry o i  Finance stated. that t h ~ s  r+retrented the net lau till the 
end of December, 1953 and was occadoned by two thin s-wb., 
fht, the loss as a rbul t  of rovision for bad and doubtful de trr, and R f 
m n d J y ,  the r m l t  ,of di erence between profit and lrwrr cplr the 
early revenbe income for,each year fell short of c nditure. The gtts. be orplained. was due lo the Let that t h e r ~ .  f .  hh. to 

remait a very large st* ur &ere were a large nwnkr of applfca- 
ttms to be dealt with in the early stages, although the !ncome af Qe 
M ~ t r a t i o n  was low, 8 s 
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222. The esentativc of the R. F. A stated wt his own candid 

s inion w u T a t  t b  provision for bad b d  doubttul as shown im $ Balance Sheet might not cover the ultimate bad debts whieh 
t turn out to be much more than what was shown in the 3% ce Sheet under consideration. B 

29. In reply to a uestioq the representative of he R. F. A, 1 rteted that in respect o displaced petsons from West Pakistan, they 
had got 7,900 l o w  upto June, 1953 gf which 6,000 loanees were 
fully covered by their compensation claims which amounted to Rs. 
8.70 mores. He further stated that if a person had a veritled com- 
pensation claim, the Administration generally gave the loan without 
in$ much into his antecedents if things wme otherwise satisfactory. 

R t  m the case of those persons who had not got verified c~aimsP 
they went into eater details before they gave any loans. In the 
case of displac d p r n o n s  from East Pakistan, he stated that there 
were no verified c aims and they tried to get good guarantors from 
them. 

224. The Committee then desired that a note* stating the policy 
underlying the basis for provision for bad and doubtful debts should 
be furnished to them. 

225. Referring to the results of verification of documents and 
Securities lying with the R. F. k as disclosed in the Report of the 
Auditor on the Accounts of the Administration for 1951, the repre- 
sentative of the Adm~nlstratlon stated that the latest position was 
tbot 70 documents were rnissing from the 6le. Th were share 
scrips, National Savings Certificates and partnership 7 eeds and the 
Administration was arranging to get duplicate copra thereof. 

226. The Committee then pointed out that while the amount of 
loan sanctioned during the year ending the 31st December, 1953, 
was Rs. 2.5 crores, the amount of loan actually disbursed was only 
Rs. 24 lakhs and wanted to know the reasons for p a t  delays involv- 
ed in issuing loans after sanction. The representative of the Mb-, 
istry of Finance invited the attention of the Committee in this con- 
nection to Para IS of the Review on the working of the R. F. A 
for the period ending the 31st December, 1953 which outlined the 
lmpartant obstacles in the way of sanctioned loans being disbursed. 

227. When asked by the Committee whether the 1- was 
rancUoned wen before the applicants were able to produce acce t- 
able g u m t o n .  the representative of the R F. A. replied in %c 
aff!rmative. 

228. The Committee then took up para 9 af,the Re rt of the 
Auditors on the Accounts of the R. F. A. for the year en S" ed Decem- 
ber, lsS1, telatin to the loss of Rs. 131,875 resulting from the invest- 
ment made by t % e Administratian in Cownunent securities and 
wanted to know (a) why the bum of Ra. 2 mores was dnlm by the 
R.F.A. on 24-3-50 when it was not required by #te Administration; 
(b) why it war not refunded to Govmment and (c) why the Reso- 
lution of the R.F.A. dated the 3rd Map, 1951 was.not Smplernented 
by refunding a{ least Rs. !iO lakhs to Govqmment, when the bolaace 
with the R. P. A. was about Rs. 1 cram. The representative of the 
R. F, A. stated that whet actually happened was that rn order to 
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avoid a lapse of Budget grant, they did draw from 6overnment 
Rs. 2 c r o ~ e s  although the money was not required by them im- ' 
mediately. They then sought the advice of Government about the 
manner in which that money should be dis sed of and in consul- 
tation with the Reserve Qank it was decided t!? at the bulk of it should 
be invested ih Government securities. Out of Rs. 2 crores, they 
invested Rs. lh crores and ke t Rs. 50 lakhs for their use. Later, when R the securities were sold in t e market for meeting the needs of the 
Administration, the had to tncur a loss of about 'Rs. 1.21 lakhs aa Z a result of fall in t e price of securities. 

229. Explaining the osition, the representative of the Ministry 
% R of Finance s ted that t ey did not suggest to the R. F. A. to draw 

this money. e further stated that because that was their &st year 
of experience, they did not know the flow of disbursements by the 
Administration. It was only after four years that they knew that 
the rate of disbursement was so terribly poor that they need not 
have taken all that money which was drawn on altogether different 
expectations. The Committee then drew the attention of the repre- 
sentative of the Ministry of Finance to the written explanations 
given by the R. F. A. to the Auditor wherein it  was stated that "this 
amount was drawn largely on account of budgetary reasons". The 
representative of the Ministry. however, pleaded that it had nothing 
to do with the Government's budgetary reasons. As regards the 
refund of Rs. 50 lakhs by the Administration to Government as 
enjoined by the Admin~stration's Resolution, it was observed that 
under the provisions of the Rehabilitation Finance Administration 
Act, 1948, such refunds could not be drown again by the Adminis- 
tration. The Committee asked the representative of the Rehabilita- 
tion Finance Administration to furnish them written notes* on the 
points raised by them in this connection. 

230. The Committee then drew attention to the high percentage 
of establishment charges incurred by the Rehabilitation Fimce  
Administration. The representative of the Rehabilitation Finance 
Administratlon stated that as the applicants for loans were spread 
all over India, they had got to maintain an elaborate machinery 
to find out whether the latter were loan-worthy or not. In reply to 
a question, it was stated that the fleld st& of the Rehabilitation 
Finance Administration was about 150 in number and the avera e 
salary of lowest paid field staff was Rs. 1W/- rrsing upto Rs '2% 7 .. 
The field staff were also to prepare periodical reports of the loam's 
account every three months. 

231. The CommiUe then asked the representatives of the Mh- 
Mry of Finance and Rehabilitation Finance Administration to furc 
nish them the following notes: 

t(i) note setting out- the variouB stages in the prodsing of 
loan a licetions from thdr receipt in the Admfntttrr- 8% ton's ce,till the actual payment, with hl refar- 
wce to the element of time involved fn 

- -  .- . - - - --  
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$(ii) hote stating the steps taken b y  theJRehabilitation Fin- 
ance Administration and the Government to cut down 
expenditure especially the 'Establishment Charges'. 

232. In reply to a question, the Committee were informed that 
from July to October, 1954 till the new Board of the JRehabilitation 
Finance Administration was constituted, the staff had to be kept 
without any work. The representative of the Minist of Finance, 
however, stated h a t  the loan applicatinns would now % considered 
by the newly constituted Board and the work of the Rehabilitation 
Finance Administration continued. 

233. Reverting to the question regarding the disproportionate 
expenditure incurred by the Rehabilitation Finance Administration 
raised by them earlier, the Committee drew attention to the appoint 
ment of some Offlcers in the Administration on high salaries who 
happened to be the relations of certain Officers in the Ministry of 
Finance etc., and were drawing comparatively much lower salaries 
in their previous posts. After some discussion, the representative of 
the Ministry of Finance promised to furnish to the Committee a 
nctc* stating the details about the appointment of the foIlow;ng 
offlcers of the Rehabilitation Finance Administration with special 
reference to the previous pasts and salaries drawn by them. their 
experience ctc., the varmus posts held by them in the Rehabilitation 
Finance Administration and their present posts and salaries (inelud- 
ing special pay or allowances, if any): 

( i )  Deputy Chief Administrator; 
( i i )  A-wistant Chwf Administrator; 
(iilr Secretary; and 

(iv) Assistant Superintendent. 
'34. Before the Cornmrttec rose, the representative of the  rehab^. 

litation Finance Administration informed them that in his personal 
opinion 80T of the debts would prove bad and would be lost. , 

235. The Committee then adjourned to meet again at 10 A.M. om 
the 20th October, 1934. 

'Not printed 
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237. The Cbmmittee took up consideration of tfie Fifth A d  

ge ort of the Industrial Finance Corporation and the Report of the 
'In 1 ustrial Finance Corporation Enquiry Committee, 1953. 

238. At the outset, the Comptroller and Ayditor-General inform- 
ed  the Committee that as a result of the passing of ths Industrial 
Finance Corporation (Amendment) Act, 1952, the responsibility for 
the audit of accounts of the Corporation had devolved on him and 
his Department had already taken up the audit of the accounts for 
the year ending the 30th June, 1954. He further stated that while 
the audit conducted by the Commercial Auditors was regulated to 
a certain extent by the general rules regarding audit of ordinary 
Joint Stock Companies, the audit conducted by his Department was 
in the nature of a higher audit and it would not covef the same 
ground that would be covcred by the Commercial Auditors. 

The Coniptrnilcr and hdrtor-Gmeral :hen pointed out that 
under section 32 of the 1.F C. .4ct, 11348 i t  was obligatory on the Cor- 

~ratlon to provide for bad and doubtful debts every year, but this 
ad nut been done 1x1 thc. first five y a m ,  although a provision of R 

Rs. 5 lakhs had been vade in the Balance Shwt  for the year ending 
the 30th June, 1954. 

239. 'I'tw Ctwn:ltttrl !\:en drew rhc attcnrtun of the representa- 
tive o f  thc 31tv:1s:r\- ot F~nnnce  to  para 9 of ttw Government Resolu- 
tion tfatcti ttw 3 r r !  Dwembrr, 1953 on the  Report of the I.F.C. 
Enclulry Uarnnlrttt-(1 whcrel~l I: h c :  heen stared that 'the Committee 
has not found t h a t  t r : ~  n!lt.:-j.lim.; r:lacir. in i'arl~ament about par- 
tl~l!ty and ~ ~ ~ V ~ ) U I . I I I S ~  u crt c ~ i 3 b i l ~ h t ~ i  and llas generally exonerat- 
ccl the C'~u-purati~)n a114i u anreti 10 know how the Government 
came to  :h,tt ~ o r r c i u ~ ~ c t ~ ~ .  f lc  ~ i : r t t d  t h ~ i  on receipt of the Report of 
the Enqtrlry C',mmrtteu, t h q  c.?lled for from the Secretary r f the 
C o r i m ~ t  the a !ib: r t f  tile C W ~  wkrirh led the Committee to arrive at 
that vww. C;o\.r.rnn~e~~t t h a  fully uxamlned those cases and found 
that the 'illcgatttrn was not hastd on facts. He added that what a p  
peared to t ~ '  ;I c a w  f l f  chsr~rnlnation 111 s ~ m e  instances ~ ' 3 s  actually 
the rcsuit of a change ~n the policy of the Corporation in the matter 
of grnnting loans 10 Cim1)itnies and safcqwardlng the interests of 
the Corpwntion. 

240. In reply to a question, the. representative of the Mmistry 
stated that the Government had not framed any rules regardmg the 
grant of loans by the Corporaticrn, as lard down in Section 42 of the 
Act and that the @icy of the Corpr~rat~on in this behalf was evolved 
as a result of experience gained from time to time. He pleaded that 
because t h ~  Act also provided for regulations to b framed by the 
Corporation with the ap roval of the Government and such reguia- 
tlvns were framed, the & venunent did not consider it nemsam to 
frame 7- te rules. He then, read out fmm page 12 of the hnt 
Report o the Corporation the various criteria for judgin the merits 
of the loan applications. The Committee then dedred fb at a mte* 
statin the circumstanrr, why the rules were not framed as Md 'I. down the Act should be furnished to them. * .. 

241. The Codnittee then drew attention to the v i m  of the 
80ud d Dimcton af the I.F.C. to the w k s  zwh by the Enquiry 
Coyrmittsc in Pua 25(5) of their Fbprt end ukod tbt Msrugtng ohtor, IJ$C,' to explain whether any enquiries were mrdc by the 
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Corporation to $he effect that the applicant for a loan had tried to 
raise the money in the oeen market and had failed. In reply, he stated 
that if a compan could raise the capital, they would not come to 
the Corporation i" or a loan. The application made to the Corpora- 
tion was itself an evieence of the inability of the applicant to raise 
equity c a p h l .  

In reply to a question, the representative of the Ministry of 
Finance stated that the Corporation did not t~ecessarily appoint 
Directors on all the concerns to whom loan was provided. In the 
case of Sodepur Glass Works, where a loan was given for actually 
putting up a factory, and not to a running concern, the appointment 
of a Mana ing Director and the Board of Directors was insisted upon d because t e loan had gone up and the Corporation had actually 
taken over the concern. 

242. The Committee then referred to the observations made in 
Para 32 of the Report of the Enquiry Committee that the procedure 
of leaving the entire discretion solely to the Managing Director to 
settle the detailed terms and conditions that would apply to the 
loan naturally left scope for the play of personal bias and for the 
possibility of favouritism. In this connection. reference was made 
to the comments contained in Para 88 of the Report referred to above 
1.6. the appointment of Mr. G. S. Trasy. a retired official of the 
Central Bank of India Ltd. on a remuneration of Rs. 2.000/- plus 
travelling expenses and his being continued in Bhurkanda after the 

3'- ial work for which he was brought had been completed and till 
ctober. 1952 when he was made General Manager of the Sodepur 

Glass Works, although he had little or no experience in that line. 
Intervening, the Managing Director. I.F.C. informed the Committee 
that the pass  es in the Enquiry Committee Report relating to the B Scdepur Glass actors were based on the information gwen to it by 
the other parties and were therefore inaccurate. However, while 
replying to further questions put to him on the points arising from 
?he above case in regard to the appointment of Mr. Trasy etc. he 
could not rebut any one of the statements made by the Enquiry 
Committee in Para 88 of their Report. 

The Committee then desired that a detailed noteo stating the 
circumstances leading to the ap intmcnt of Mr. Trasy as General F er of the Sodepur Glass orks by the I.F.C. should be fur- %y to them. 

243. On his attention bein drawn to the comments offered by r the Governmentbn Para 50 o the Report of the En uirv Committee 
re: the grant of loans to foreign companies by the EF.c.. the repm 
sentative of the Ministry of Ftnance stated that Governm(mt would 
consider this matter. I 

Managin Director, I.F.C. Nt 
an lndust u o natlonal im IK P 

ey generallv corm P""" tad the 
of Commerce arid Indwtry. Thr, 

I_".---" - 1."- _ - 1  " _-._-_- 
OSw Aupndir tM. 
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F .*A - -- t ~ r u b d h f e r b ~ ~ b r n i t t o t h * a d i e * *  - n c . m  a&,- 

t(i) Wht are th cases which are generally * & the 
Commerce d Induatfy Minirtry bdtars raactdoniad 
of h a  to the Industries etc.? ' 3 

$(ii) A mtcment shaving the cases (1) where lmns Were -. pnctioasd by the Corporation on the r8~0mmead.m d 
the nanmry of Commerce and Industrp .nd 0) 
the rsabaunn.rt~ were not accepted and the larer 
.rmbda##d. 

W, Thc Cammi- #en d m v  

g(1) A statanent showing the w n d i t u r e  on Establishment 
psu by Y= by cataeoh =.* 

OdllcarrfnClarsI 
O m c a r t n ~ I I  . 
<#krariac l8x4IU 
omcem in C l s s  IV 

ll(2) A statemeat showlng the percentage of establishment 
~ u ~ t o t h e w o r ~ ~ o l t h c C o r -  

dpCC its conshtu 
24s. Reverting to the Sodepur G l a s  Works csrse, the 

th. of tbm bfmlmy ol mance lllmd to the C o m m G z E r 2  
tlra leading to the d z o n  of the Board of Dirretan d 
the W- o n r  the Glass Factory and manage it thcmrl.r 
& stated that at present their main objective was twc+fdd; 
to d u c e  the 1- to the Corporation asmuch as possible axad 2 3  z , to rnake the factory a runnin concern and with this end tn view, . 

ey had appointed a special su k c  ommittee under the ChrinarP 
&ip of S M  P. C. Bhattachnrya, (Chairman, 1E.C.) to see whtthcr 
thL factory cwld be taken over by some one who was pre to 
rua it on payment of the money to the Corporation Re &=&at 

T tirtions were under way and that was why Government did 
no arrive at a flnal decision on the conclusions recorded by the En- 

Committee ia thin caae. The representative of the Minfirtry 
of q%an ce, howwcr, aaaved the Committee that after they had set  
tied this, the l a m  and irregularities brought to notice in this r e  
gud in the Report of the Enquiry Committee w o w  be looked hto. 

The Chabman of the I.F.C., SM P. C. Rhattachuya, intormad 
the Camnittee that the betory was now in a working cmditb, ib 
honrcshvfnebeaambuiltand VeanPssu-thatofbvtba vw w -1ctcb tE ~orporcrtf~r~ inte- to asmi- 
*the uuWmafprucedngag.inrtth+guuu~rsUthererrrr 
a l r w b % , b -  * -. ----- 

.) 0 
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2.46. $hg Chairman, 1F.c. fl!rthnr i n h r - ~ ~  +hp C ~ ~ I P . * ! ~ P  thit  

the G&eral.Manager of the Sodepur Glass 'Xorks had since been re- 
mbvd from service, and a junior officer had been appointed in hia 
place's!: a scrt of caretaker. He added that the Board of Directors of 
the I.F.C. had taken a decision not to run this factory as production 
unit under the control of the Corporation. 

&7: At this stage. the Cmmit tec  decided :o sppoint a szb-Corn- 
@ee of thcjr own to probe into the affairs of the I.F.C. with spe- 
cial reft.rt.nct. to t11c Sodepur Glass M'cbrks case ctc. 'The C'omptrol- 
ler and Auditor-Gcncral. however, suggcstcd :hat  t I I V  s u t K u m m i  t ~ e e  
shoilij ,g! up after hv had pl-cscntcd his ;\udi: Rcporr I ) : <  :+ic* 
Accounts oi' the I.F.C. which he expected t o  d- ,  h' 'Novcmhcr. 

249. The Committee desired that a copyt of the Regulations fram- 
ed by .the I.F.C. should be circulated to all the Members. 

250. Referring to the statement showing t he  classification of total 
Loans 8: Advances sanctioned by the I.F.C. and runounts availed of 
by the borrowing concerns upto 31st December. 1952, is contained 
in Appendix 3 of the Report of the Enquiry Committee, the Com- 
mittee desired that a statcbmmtf showing the particulars of the 
Companies which had resources of their own but had been granted 
loans by the I.F.C. so far should be furnished to them. 

251. The Committee then adjourned to meet again at 10 A.M. on 
Thursday, the 21st October, 19H. - --- 

.Not printed 'available i n  Pdimnmt Libmy 
tSr A ~ p m d h  13UV 
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lbEINISITRY OF WORKS, HOUSING & SUPnY' 

Adit (ad), l@5!4, Port I 
Para 6 (a)--Payment of hUway fnlght 

253. In .this case, two Ofecens in tbe 
tbn, of whom one had sfnce left for Pakistan, 
t e r m s  of a sale letter issued to a certain 0rm 
of surplus Iron Bars inadmrtsntly dsecllbed in the tsnder rs 1- 
in Jodhpur, w h e w  they were actually at Jubburpore, without con- 
sulting the Finance or the Special Solicitor attached to the Dio- 
pods Organisation at Heedquarters, thus multing in an extra ex- 
penditure of Rs. 2,08,971 on account of Railway fre t - the 
srle value d Fb. 10,66,Oo. The junior Officer (an E L a n t W ,  
tar Grade I) who promptly recommended the acceptance of t& 
ftrm'a request that stores should be railed at Govamnent errpsnacr 
from Jubbulpore to the various destinations specified than, u 
their offer was F.OX. Jodhpur, the excess over the freig % t bemeen 
Subbulpore and Jodhpur and the destination statim 
peyable by them, had since left the Disposal Organisation 
the C.W. & P.C. (tIinkud D m  -Project) as an Assistant Executive 
Engineer. The same Assistant Director passed one ala5m of this 
ftrm for freight not covered by even the modiAed terms, resulting im 
an excess payment of Rs. 3,175. For this lapse, the dupleaswe of 
the Director General was communicated to him dinct in December, 
1950 when he had left the D' Or anisation and a copy of the Y E  communication was forward to the .W. & PC. under whom he 
was em loyed in January, 1952. The representative of the Ministry 
of  or& Housing and Supply admitted that the manner of corn- 

""'"9 easurc? was not correct and that it was communicat 
ed to the .W. & P.C. only after Audit had pointed I t  out. 

254. The Committee felt that the disciplinary action taken against 
the OflBcer was not adequate. Explaining the circumstances which 
showed that this Officer (then Assistant Director) acted under the 

* verbal orders of his senior ofiicer, the representative of the Ministry 
of Works, Housing & Supply stated that normally he should have 
put up the case through his Director. But in this case, this OfBcer 
was putting up the case direct to the Deputy Director-General and 

procedure was quite extraordinary. Further, the claim of the 
ffrm, in which they said that they should be reimbursed freight 

was also an extraordina thing. He stated that he was in S fd agreement with the facts of is case, exce t that the amount of R extra payment in the form of Railway freig t actually came to 
R ~ .  1,79,000 becaw later on after negotiations, they were able to 
recover from the firm about Rs. 29,000. 

255. The Comptroller and Auditor-General after feadiqg out to 
the w t t e e  the note recorded 
in whI1e pcommendtng 
b~ out that this #d not show 
till* -ns of the 

m t a t i v e  of the M ~ T W V  of 
* t * ~ & a l i d h r v e  
die in order to vindicate hid por i th .  
& . m t t s d  tbat'thl Omarhd bwn 



97 I 2w. The C b r q m e r  and ALuditm-Gkld fdher  pointed oat 
rgrt the d wyment on account of w w 8 y  freight WaB made 
b t h e A w f s t a n t M r e c t o r h f m s e l f o n h i s o v m ~ t y a n d ~  
Jearb showed that wen in the f ~ n t  case the plea put f m r ~ d  tb.t 
he was acting under the orders of the D utpDirector4kneral  was 

The representative of % e Ministry, of Works, 
aouaing --% & upply, howwer, pointed out that actually the second 
papent was sancti ned by this Oeacer or) wrong calculations which ? were very complica ed. According to him, it was an error and not 
a .deliberate act. The Committee noted that this Ofacer had now 
been promoted as an Executive Engineer on the Hirakud Dam Pro- 
ject. 

257. Para 6 (e)-Disposal of Machine Tools.-In 1945, a Joixit 
Secretary in the late Supply Department permitted a private con- 
cern to use machinery worth over Rs. 20 lakhs for several years . 
without payment of hire charges. The Ministry had held that no 
disciplinary action was called for. The Committee asked for clari- 
fication about the Ministry's attitude in this matter. The rep- 
tative of the Ministry of Works, Housing & Supply narrated the 
whole histery of this casc; hew the Trxlde Machinery Corporation 
near Calcutta was taken over by the Government in 1943 during 
the last War and converted into a Civll Naintenance Unit, the a p  
pomtmcnt of this firm (TEXMACO) as holding contractors; the 
loss o f  machlncry etc. Iie further slated that the firm used only 
96 :nachrncs arid the rest were lylng unopened and unused. Later 
on. In the  course of settlemtnt tvi th  :he firm, 36 items of machine 
toois and 27 items nf qu ipment  were sold to them for Rs. 5 lalihs in 
consul tatlon with thc Ministry of Finnncc. The n:am objection 
that had been raised by Audit, he said, was the action of a Joint 
Secretary who was then dcalmg wlth the amra f t  on the Secretariat 
sidta, under ufhlch he allowed the  firm fret  use of the machinery 
in Iieii of thcir undcrtakmg tu bear responsibrlity for their safe 
custody and mamtcnnnce. He felt that at that tune the action of the 
Joint Secretary was justifled because, firstly, there was no immediate 
use for those machines and, secondly, there was serious shortage 
of godown space in Calcutta. Therefore, he thought that that wm 
the w r y  best arrangement that could be made under w b c h  the 
machines would be very well looked after and Government would 
not haw tu pay any rent e t c  Otherwise, it would have meant at 
that time some expense and possibly damage to the machines. 

258. Para 6(o)-Reduction of Security Deposit.-In this case, the 
Finance Ministry had refused to a d  ex post fact6 sanction to the 
short receipt of the earnest money deposit a t  10 per cent of the 
tendered price (viz., Rs. 1,08,113) from a certain 8rm for the sale 
of 1,60,168' pieces of mosquito rfets Bivouao by negotiatioh. The 
finn after taking delivery of 90,000 nets, defaulted in making pay- 
ment for the balance. The sale was thereupon cancelled a t  their 
riak and expense and the Security Deposit of Rs. 50,000 forfeited 
and the quantity not removed by the &m, was withdrawn. The 
Committee noted 'that had the full amount of security d been 
taken, Govpment could have forfeited Yhe. whole of it. TEk- 
mcnt of the Ofacer concerned, who was also involVed h othas iPrc 
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regularities was btopped for two years and he was ,transfeu~d to 
a post where h;e would not exercise any financial powers. Thp 
b a l h c e  of the stock, ft was stated by the representative of the 
Ministry of Works, Housing & Supply, was taken back by the M i n b  
try of Defence. < t 

On the point of regularisation of expenditure incurred without 
proper sanction, the Comptroller and Auditor-General stated that it 
should be legalised either, by a vote of Parliapent or by making 
the recovery from the person concerned. 

The Comptroller and Auditor-General stated that in such cases 
of irregular expenditure, he proposed to append to his Audit Reports 
a special pnragraph mentioning the cases in which expenditure was 
incurred without sanction and ask f o ~  steps being taken either for 
making the recovery or for getting n vote of the Legislature to cover 
that. It would thus automatically come up before the Committee. 

259. Para G(rbLoss of Audlt Notes--The Acc.ott)~tant-Ge*teral 
Central Revenues informed the Committee that the total anloun: 
on account of arrears of rent of Government property outstanding 
for recovery on the 1st March. 1954 was Hs. 18,1O0000 out of which 
Rs. 5,38,000 related to the perlod prlor to 1950-51. The Estate O5cer  
informed the Committee that they had clca~ml about Rs. 25 lakhs 
out of Rs. 29 lakhs outstanding on thc 1st Ju ly .  1951 ushen the posi- 
tion was reviewed. These arrears, he added. had accumulated due 
to the turn011 in the w a k ~  of Partitloll, wrong assessment, unautho- 
rised occupation of G~vernmcnt  q u w m - s  1,. ciisplncrd Cm9crnment 
servants and others. 

260. The Comptroller and Auditor-General pointed out that the 
only purpose of including this para in the Audit Report was to  
ascestaln from the Govcrnrnent's reprcsentat~ves whether the 
Estate Office had becn funct~oning properly and efficient1 The 
Committee then asked the representat~ve of the Ministry of korks ,  
Housmg & Supply to furnish them a statementY showing:- 

(a) The break-up of the amount of rent outstanding on 1.3.54: 
(i) Rent recoverable from Govcmment servants; 
(ii) Rent recovcrable from private persons-bot h regular 

and irregular occupants (displaced persons and others 
to be shown separately) ; 

(iii) A m r t ~ ~ n t  ot~tstnqrlinr, nrwinst v:tr i tr i~ . :  Mlnistrics and 
Departments of thf+ Government ot Indla. 

0 
(b) Amount written off urldcr each of thc abovc categories 

since 1.4.51. 
261. Para G(Y)-Waiver of tecot?ery of rent.-The rwovery of 

rent for OfEce awommodation provided to the Council of Scientific 
uld Industrial Research in May, 1945 was overlooked by the Estate 
OfBce. SubacquenUy, the assessment of rent fur the period from 
March, 1948 to March. 1850 was made but no rwovery w w  effected. 
The recovery of Rs. 1,16,659 due from the Councfl was waived by 

* *& Agpmdis YIlI , * * 
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Governmen t the  reason for the waiver being t t this bod 
, rendered sdntices mainly in the field of rese k h during t LZ 

War for which no cash payment was made by Government. The 
explanation given by the Ministry of Works, Housing & Supply wm 
that Government instead of giving cash grant-in-aid to the Council 
waived the recovery of rent by executive wders. ,, 

262. Para 6 (1) --Contract for pre-fabricated buildings--In this 
case, Government entrusted the (Reema) Construction Company of 
U.K with the cobstruction of nlne blocks of .re-fabricated hospital 
buildings as a demonstration of their patent system of construction, 
which was claimed to  be cheaper. quicker and more durable than 
the traditional methods. The work was given to the Company in 
Scptcmber, 1949 without any formal agreement. A i e w r  rrom Gov- 
ernment atidressed to the Company in September, 1949 was taken 
as t11c " I ~ t t t v  of intmt" and the Company's reply as the "Accep 
tancc". 1 J n d t ~  thnt, the Guvt. agreed to pay the Company a fixed 
sum of R.s. 2.66 lakhs as "owl-heads". The normal processes 
of audit could not b c b  apphed during the cxecut~on of tne 
work as  copies o f  ncither t h ~  'iettfar of intent' nor the 
estimates etc. were furnished o Audit. T k  Committen 
noted that the amount paid to the firm was, as est imatd by 
the C P.W D., almost double of what the work would have cost had 
i t  hctm t -xwtcd  by traditional methods. 

263. Thib represcntatl~th of the M ~ n s t l - y ,  reading out from ;he  first 
lcltc! tr'f i lvh \ t . < f i  t l r * : ! ! ( d  'is ilo!tw. o f  intcnt' addressed to the Com- 
panv I,:, thc 31in1srr.y of Health on :iw 20th Janxnry ,  1950, stated 
that 11 clearly said that thc firm should fin.:!: t h i ;  r ,  -,;:xtviijn and 
if, on the basis of costing, it was proved that their total outlay was 
less than what was estimated by the C.P W D. then Government 
would think in terms of an aqrcement. That was purely a demol,s- 
tration contract and it was felt that the rigorous terms of a formal 
C.P.W.D. contract were unsuitablr for this undertaking w h c h  was 
an  cxpcrimental vcmture !nter\w?.ng t ! . ~  representative of the  
Ministry of !Vo~.ks, Housing & Supply stated that he felt that thig 
situation might have arisen or, account of some misunderstanding 
that n ' I r a t t c * ~ -  of inttmf' was not an agreement. Continuing, the re- 
prewntntivc of ttw Mlnis:r?. of Finance stated that the payments 
thnt \t'(w made t o  thc firm were of two types: sterling payments 
and Ind~an payments. All of them were covered by proper sanr- 
tions to advances It might be that these payments were not against 
p yti ,wl, , .  q , , < l i ~ . , h l n  ,.,-,mt.-.,m+ L \ i  t\.n.-c. T,.e.-e " f i  ;..A;..:J.."l '-*m..- 

tions. The final payment to the firm, he added, had not yet k n  
settled and the matter wa.9 still under consideration between the 
Works, Housing & Supply Ministry (which clmc into the affair 
rather Inte) and the firm's rcprcscntativcs. The original cost of the 
hospital building, he added was Rs. 61 lakhs and now it was nearly 
Rs 13'1akhs. e 

$64 The Cornptmller and Auditar-~cneral  h i n t e d  nut that the 
finonrial interests wcrc not safcgunrded in the 'letter of intent'. 
Evvn if i t  was p-anttui thnt the overhtvtds &quid be very heavy be- 
cauw c b f  the ,volume of  work to bc dope k i n g  so s'mall, it would 
still have been prudent to hnvc impcad a crilinq on thc rest of 
thc cxpcnditura upto the limit of th? C.P.W.D est imat~s 

0 





.a. , 
S k i  P. M. Lad, tktmmv, M 4 u W y  Of b n- and \ I '  

Shri M. Lal, Dhactor Cbnctd, All Ind ia  RoQb. 
Shri K NarayaoaswMli, Joint Slcntany, Yinirtrl( a f  Fbowa 

167. The Committee resumed considetation of tbe Audit Repart 
(Civil), 1952-Part L 

268. Para 47-4earance of 0bjmtims.-The Audit Report show- 
ed that the total number and money value of the objections relatin 

B f to the years 194243 to 1950-51 outstanding a inst the Ministry o 
Works;, Housing and Supply was 19,003 an Rs. 18,60,03,022 rcs- 
pectively. The Committee wanted to know (a) whether Govern- 
ment were satisfied that ahc pndcncy of these objecrtions for so 
long would not prejudice the financial interests of Government or 
the discipline of the Government servants concerned; and (b) 
the number of objt~tions wh~eh  related to works cxwuted - :!bout 
admlnih?rntlvr apprcval c-  'rc3ni- ' ~.dnct.on. Ex?ittlv ng '- "l'ed 
pcrsitlon, thc reprcst*ntat!vr of thc Minutry stated as bc1on.- 

No of i,t)jt.c*t . c  ~r . . r ~ ~ t \ ( d  r i f  ; 4 1 !(I< - 
>font :,. snl iir* of t ht ctbjcct ions 

c i l q h w d  of Rb :1 I t  cnrlc-s. 

Thc Crsrr ;~, ! :  i l l&-r  i d  . . . r -  a ~n!nrz-tcr! :he. Cornmrtree 
!ha: !!I(. i)rt,q:ty:,. :r:.t i t  b ~ ,  'his tl:r"i:\:y tn 'ht. if: * h i '  t ~ f  Acd;? 13)b 
) c ~ C t : t r r i ~ ,  I ; ,  fit. 3,r .t . x !I?( r.'h, :s a$ ~ a t ! ~ f a c z ~ ~ : : ;  a: r f  'kf ;* : t . ~ r ~  n~3w 
.cbout i,I-,iW ohjt.9;:: I*:: dnd fhc. l~s!%:andtng **rta! a.: E l ,  6 53 !&k 
I k .  hr)wt;.tr urgvii  t i r . t t  !hv aucf;: n b ~ t ~ c ! ~ t n a  .?< u l J  rwtu:vt> the 
ntt,.n\icrn c % f  t ' i v  Sibc.rc.ti~r> of thv ?rlrn:.:!-y h ! r r . . * i b l f  mc! :hc.:r d s p  
sal should be bsctiigh: t r t  h:s no!tcc pcriodicatly. In h ~ s  opm:on, a lot 
of unnrctw,,try m o r k  u-ou2d h ~11:njnlarcd if (iudit o b ~ w t ~ u ~  were 
j,rornptliy r c j> i l t . r f  : I  I Thc rcprcv:n!cl::\.c of rhc 3I:nlstry undertoak 
t r )  t3kc ibctitrn trn thtt Ilnt.5 huggrb3atd by thrh Aud;tor-General. As 
des~rpd by thc Cornrnrttt*~, hr. rlw prom~std to furnish to them a 
statimcnt* shownn): the numbw of ltcms of Audlt objectmns 
and money value of the objections accumulated after 1950-51 (0 
to hb shorn srpdirateiy lor the 'Dispojab* Organ~utlon an= 
C.P.W .D.L 

Thc Audttot-Cencral further po~ntcd out to the Committee that 
most of thr items under ob~rctron rchted to the stimtes of works 
which had alrc*rrdv k v n  mrnpleted and in r e s w t  of whtcb the 
M~nlstry o r  ;he cP.W D had only t i  accord ex pvst facto srrncacon. 
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fires 'oroite out the 41ii bL~cii,  1S47, the 2nd April, 1C47 and the 
7th April, 1948 in one of. the Depots under the Agent arm, involving. 
a loss of stores of the book value of Rs. .47.20 lakhs. The Committee 
wanted to know the facts of this case as to how the Ares took place, 
why no enquiry was made into their cause and a report about the 
loss made t o  Audit. The representative of the Ministry stated that 
no physical verification of the American Surplus Stores left in In- 
dia had been made as the Americans did not hand over any list or 
inventory. These stores s they were. were 11, ndcd over by them 
to the firm concerned. d e admitted that no e d quiry was held by 
the Department into the cause of the fire. All that happened was. 
that some discussion took place between the then Director General. 
Disposals and the Directors of the firm concerncd and the former 
was fully satisfied that the agent rirm, had taken adequate precau- 
tions. The Director-Generai, it was sta~cci. I.ad lcft India. As re- 
gards the third fire u-hich broki. out on thc 7th ,April. 1948, the 
Committee Lvanted to knoxv why an c~r~quiry \vas not ordered. Thc 
representative of t.he Ministry ?!a!cd that in this  caw. rhc Sub- 
Division Magistrate of Kharagpur n.ho inquired into thc cause of thc 
fire held that the fire was as a ~ ~ s u l t  of an accident. Thr Dircctor- 
General accepted the report and it  was shown to Finance also. The 
extent of the loss, he addcd, was assessed by the firm and they had 
no source to check it. 

%TO. P a m  6(f)-Disposal of S u r p l l ~ ~  American Stores.-In this 
case. Government :n;t~ri:d in io  tin ; I ~ : I ' I  c itic.ilt \\.,th a 2; i~a?cb firm 
for thc di.:jx;snl (!:' r2rnc:-tc:m . . ; , ! : . ! i . L .  : r ) : . ~ . . .  . . r~ch as Aircraft c-tc. 
The agreement provided for thc stattinr: z p  o f  a Small Cons:lliat~vc 
Committee consistin? of rcprescntativcs of thc C;overnmrnt and the 
film to fis as expeditiously as possihlc mlntmi.Inl s . ~ l l i n g  prici'; and 
special terms o f  salcs in rcspc", of  he stores entrusted to it. Audit 
scrutiny of a small pcrccn!agc of the total trrmsac'!ions disclosed 
that during the  period from 1st April. 1948 to 31st March, 1950, stores 
having a book value of Rs. 30.44 lakhs but priced at Rs 24.14 lakhs 
by thc Consdta t ive  Committc~c v:crc s':?ld for Rs. 7.21 i akhs .  The 
Committee x.anit.d : ( I  i;10\\. \ i . h ~ t :  ; i ~ :  ;"T? had  ut.ril> i nkcn akiai nst thf: 
Officers concerncd f o r  :kc sale of a r t i c .1~  3: such lot:' p ~ i c c s  i h ~ ~  
resulting in colo.;sal 1o;s of pub; : c  r r i c ~ n i . ~ .  Thv r.clprcw:ni at ivc. of 
the hl:r.istry pjcadcd that the Consultativt~ Comm ittccs wrnt  into 
every item and s a w  a certifiratc that the priccs at which the 
stores ;r?~re (iispqwd of '.viw thc b ~ t  tha t  could bc o b ~ a i n d  in the  
circumstancc.~. Thc Committee. nut bcaing :l i i~t. ,f ic.d ~ i t h  t hr' tlxpla- 

L . . . . , ,  -.-. ' . *  -.L..' .-,- 4 1 - , .  r.:rn(,mP+, natloua, utaiicJ w LC I u l r r . r . r c u  .. .._. .. . . . . 
ances under which the Director General. Supplics and Disposals did 
not exercise prcy?er discretion in securing an cc;ui:ablc return for 
the stores in question disposed of by him. 

Appropriation Accounts, 1950-51 and the Audit  R e p o ~ t .  1952- 
Part I I .  ' , 

271. Para 2 3 ( b j - ~ r n p r o ~ e r  Payments t o  contrhctors- his para 
discloses a typical Case showing how thc contractors' claims involv- 
ing extra pavmcnt of about Rs. 18 lakhs wcw admitted hv the  Chief 
Engineer, C.P.W.D. two years after the complct~or, of the work r e  
---------.-- --------..- ". . .. . - 

*Set. .4ppe".!k K. 
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lating to the construction of a Colony of 2,468 qt L ers for Gwern- 
, ment servants undertaken in 1944-45. Tbe Committee wanted to 

know why no disciplinary action was taken against the official reg 
ponsible for the irregularities committed in this case and what 
steps had been taken to avoid their recurrence. Also whether any 
action tiad been taken against the Officers, who fail to preparc .e the estimates for obtaining technical sanction during he past nine 
years. The Committee further pointed out that the extra payment 
to the contractsrs and the manner p which this contract had 
been processed were not In the best interests of Government. The 
representative of the Ministry stated that while the criticisms in  
the Audit Para were beyond dispute, he personally felt that in view 
of the urgency brought about by the rising tempo of the War, the 
C.P.W.D. had to undertake and complete t h ~ s  work very qxckly and 
credit should be glven to those Officers who executed ~t in those cir- 
cumstances. In rcply to a question. he stated that payments on 
account of t h ~ s  work had been continuously made to the con- 
tractors on the running b~ l l s  and the last payment was made about 
March, 1947. The estimates for t h ~ s  work were prepared during 
t h ~ s  y a r  (195.1) only and the linal orders ~ssued for payment then. 
Thca t h m  Chlef Engineer, C.P.UT.D. incharge of this work, he added, 
lef t  tur Pakistan soon after Partition. 

272. In 1ep.y to another question whether there was any claim, 
valid or othcrwlse, from the contractors for the payment of R b  18 
lakhs rnacic in 1947. thc.rcpresentativt of the Minwry repIied in 
the affirmative. Interwning, the Comptroller anu Aud~ro: -Gt  ne- 
ral pomted out that Audit had gone through the papers and had not 
been able to find out any written c l a ~ m  by the cwtrac:or>. After 
some discuss~on, the Committee asked the representative of the 
M ~ n ~ s t s y  of Jt'orks. Housmg and Supply to furnlsh them a note 
setting forth thc follow in^ ~niu:.mation 

( 1 )  Did the contrxtors put In any claim ;n writing for the 
payment of HA. 18 lakhs'.' 

( i i )  Whcthcr any Oflictr tvho had not gone to Pakistan was 
responsible for any of the lapses and the extent to which 
he Ivas thus rcsponsiblc. 

( ~ i l )  H:is any achon been taken against the officials who fail- 
t>d to prtAparc tile cstlrnatw for ch!ain~ng techrucal sanc- 
tion during these nme years? 

273. When questioned whether the Minwtry were regularly 
obtain~ng statements of prqwrty, movable or immovable acqiiircd 
by chc Ofliccrs and sabordinates employed in the C.P.\?-.D., 
the rck rcsentativc of thc Mmstry stated that the Chief Engineer 2' looke into the propcrty stdtemcnts of, the C.P.W.D. &cials and 
the Secretary of the Ministry looked into those of the Chief Engi- 
neer himself, 

The Committce then asked the rcpreserftative uf the Ministry 
Works, Housing and Supply to submit % them notes on the follow- 
ing points which they could not aover for want of time: 



e Grants relam td tbe 
and 670 of the.-APTroprh- 

**(ii) ~ & t e  4--Pa e 606 of the Accounts-Provision fur works 
in the b 4 e t  est*notcs withotit aciministrativc up 
prouaZ.- 

What steps have been' taken by Governme& to preyen$ tbi 
recurrence of such cases? 

t(iii) Purchase of Reserve Stores by Mintstny of Indawby  & 
Supply (Group Head J h p a g e s  646-647. 
m a t  is the present position of outstanding recovery of 
Rs. 62,263/-? 

$Statement showing action taken or proposed to be taken on the 
recommendatioris of the P.A.C.-Item 90-Radio . Licences- (Ap- 

pend& I) 
274. The Committee wanted to know what progress had been 

made to attain the target of one million licences. The representative 
of the Ministry of Information and Broadcasting stated that just now 
there were 8,37,000 licensed radio sets in the country. As regards 
the number of radio sets kepi without licences, he pointed out that 
if the anti-piracy work was more intensified, probably they might 
be able to bring on record a large number of sets which were 
estimated as between a lakh and two. 

275. When asked about the steps taken by Government towards 
the large scale production of chcap radlo sets. the representative of 
the Ministry stated that ~ l i c y  had asked the Industry to bllnp c'ut 
cheaper radios. For that purpose, they had evolved a prototype in 
*he A.I.R. and had demonstrated to the trade that it could be manu- 
factured with the existmg facilities a t  a cost of about Rs. 85. 
Continuing, he stated that they were having a conference with the 
Industry with a view to induce them to take up the manufacture 
of community broadcast receivers. The number of such receivers 
at present existing in the country, he added, was about L0,000 in- 
cluding those in the schools. They had also submitted to thr! Plan- 
ning Commission a scheme for the grant of substantlal subs~!y to 
the States to the extent of 50>i, if they brought the prototype set 
evolved by the A.I.R., from any manufacturer. Such a measure 
according to them tvould encourage the manufacturers to produce 
that  particular type of a cheaper radio. In reply to a question, he 
dated that the State Government and the villagers each would 
bear 25% df the coct of ccmmunity 'r'eceivers and the remaining 
30% would be borne,by the Centre. - 

*&e Appardix 111. 
*'SM Appendix LXVI . 
tSw Appcndir LXVI I .  
Su Appendix X. 



c0aunerri.r uroru3ting stem was the expenditure involved in tb6 
nuintemmx of E ~ ~ J s ~ ~ P ~ C C O  ranging fmn R.. 12-11 Ltk 
He urged that these services werr such from which no return auld 

ted The Comptroller a d  Auditot- agreed with 
9 

2'R. The Committee then dircusoed with the npresentrtive 04 
the MinWry about the possibility for my duc t ion  in the rdto 
ticcace fee especially in rPopect of cammunity receivers. The r(b 
presentative 04 the Ministry informed the Camunittee that be hd 
a h d y  dLcussed this point with the P. & T. Deptt. which e o M  
the feea d they hod e ;p"d the opinion that there d d  be 
greater scope for evasion two Merent mtcs of fees were intmduo= 
ed and it might also rdtect the revenue receipts. He further ottted 
that he would again discuss this issue with them. 

COMMERCIAL APPENDIX TO THE APPROPRIATION A G  
COUNTS (CIv'rL), 195031. 

278. Para 238 and Item 89" of the Stdement of Outstanding Re- 
commedutions of the P.A.C. (Appen& I).-Explaining the eco- 
nomies made in the establishment charges of the M.R., the repre 
sentative of the Ministry stated that in accordance with the rmom- 
mendations of the ad hoc Committee ap inted in 1952 to go into the 
reasons for the rapid growth of expen 8" iture in the AJ&, they hrd 
abolished a number of posts thus resulting in a saving of Rs. 242,401) , 
per annum. Further, they effected economy by adopting some other 
measures viz.. reduction in the programmes, reduction in contingency 
expenditure etc. 

279. The Committee then discussed in passing the method of 
recruitment of staff by the A.I.R. under the various categories, the 
employment of artists etc. The representative of the Ministrg 
stated that so far as the recruitment to permanent posts was can- 
cerned. it was done through the U.P.S.C. As regards staff artiste's 
they were evolving a scheme for instituting a p l a r  production 
cadre and rules were being framed for fixing the number of posts 
on each side for different stations ek., drama, music. etc. 

280. The Committee asked \he representative of the Idinistry to 
furnish them a statementt showing the s e ~ c e  particulars of the 
various Programme Assistants who had been dhharged from s e ~  
vice (showing the length of service rendered, by them and how 
the resultant vpcancies had been filled up). 

.sw Appsodb x. 
* 'Na b M  

0 
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281. :~ommit tee  then pointed out that the  current putchases 

#of stores .exceeded the issues, and there was already .a large.habmce 
in stock. T ey wanted to know whether the stock balance contained 
much materi % 1 that was obsolete, or for wbich there was very little 
demand. .The representative of the Ministry stated that th8 exact 
information was not available awith him. The biggest item under 
these stares, he.said; was pErhaps -high. kilowatt Iransmitters. The 
'Committee then asked him to submit to them a sl.at.cmwnl:i: showing 
the value etc.. of the Transmitter Equipment etc., pux*ohased during 
the  years 1949-50, 1950-51, 1951-52 and 1952-53. . . 

In reply 'LO a question, the Comptroller and ~uciitor-General In- 
formed the Committee that the value of  these t.ransmittcrs was 
about Rs. 50 lakhs. 

282. As' regards the employment of Correspondents by the A.I.R. 
for the supply of news or the utili:m1ion of 1 1 1 ~  news agencic!; in the 
country for the purposc, the wpresentative of the Ministry stated 
that they were discussing that mattcr t ~ i i h  the P.T.1. and would 
p; ?cry high consideration to rhe rccommendations made by the 

res, Commission in their Repor: in this behalf bcforc coming to a 
final decision. 

283. The Committee then considered the losses incurred on the 
publication of the various Radio Journals as. tlxhibi ted (in para 338) 
of the Commercial Appendis The rcyresentative of the Ministry 
stated that there were two ways in which the jour!~als could show 
improvement. Firstly, they should provide non-programme matter. 
viz., articlrs, pictures etc.. and srcondly. incrcase the advertsement 
revenue. He added that they urerc evolving a 'space sclling unit' 
for the entire Information and Broadcasting Ministry and he  hoped 
that it would eventually bring them more money. The Committee 

,,wanted to know why it was not possible for t h e  Advertising Con- 
sultant, Simla to secure advertisements for the A.I.R. Journals. They 
also desired to be furnished with (a)  statemont* showing the 
figures of income and expenditure relating to the various Radio 
Journals for the years 1951-52, 195253 and 1953-54 and (b)  ' r  ,,opy.S 
,of the free mailing list of the A.I.R. Journals. 

284. The Committee then adjourned to meet again a t  10 A.M. OD 
23rd October, 19LCC . . . .  - , . 



Proceedings of the Fourteenth Sitting of the Public &count?, 
Committee held on Saturday, the. Brd October. 1954 ' ' 

----- 
285. The ~omrni)ttee sat from 10 A.M. 'to, . 1 . P.M. : 

PRESENT 

2. Shri Tribhuan Narayan Singh 
3. Shri Hamananda Das 
4. Shri Rnl~vant  S ~ n h a  Mehta 
5. Shri S. T;. Ramastvamy 
6 .  Shri Uma Charaa Patnaik 
7. S h r ~  Choithram Partabrai Gidtvanl 
8. Shri V. P, Nayar 
9. Dr. Indubhai B. Amln 

10. Diwan Chaman La11 
11. Shrl  P. S. Rajagopal Naldu 
12. Shri Mohamed Valiulla. 

Shri A. K. Chanda. Comptroller and AuditoF(;eneral of 
India. 

Shri P. C. Padhi. Additional Deputy Compttoller & Audifolc 
General. 

Shri S. Gupta, -4ccountant General. Central Retw?ues. 
WRGIARIAT 

Shri V. Subramanian-Deputy Secretary. 

S h r ~  Hun~ayun Kabir. Secretary. Ministry oJ Educdion. 
Shri C. S. Menon. Joint Secretary, Min- of FiRcrrrt 

(States & E.A. Dwision). . 
Shri K. Ram, Joint Senetary. Cabinet Smmtmiat. 
Dr. 8. Rama Murthi. Joint %rector, * C e n t d  'Stamtioo1 

Otgarrirotion. 
Shri S. Jayasankar. Joint Se-ntwy; , Minimy of Pinam 

(R. & E.) . . 
288. At the butset the Secretary. ~ i n i d t r ~  of Education. explam4 

to the Committee the powers and fudctlons of the  rod Univarc 
s)tp Granb Oommission. 
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287. Psro. 12 of W Atrdit Rspottc'Ibe r e P ~ t b t i v e  of Oyp 

Ministry 'informed the Coxnmittss that the Witure urea rdJSd 
.e there was a pmpuml fo utilise the same for the High CammL 
sianeis O+. Thra was also another pro& to aet up A hmtd 
in Landan or an alternate hostel in Edinburgh, for which the iurni- 
hue auld be wed. He admit& that the pica for t e t P h U  
huoiture for use fn o ie~et i rwa~ unconvincing btk s t a t d  that thg 
could not dismgard the suggestion of the advisers on the t@ 

Repding l!be delay of 10 months hr bispcw;ing ob the hrrniturr 
.fter decision had been taken to that the representative of th6 
MhMry stated that the High Commissioner's Office wss nspoasibte 
far the delay. The Cormnittee desired to be furnished with a note* 
0x1 the causes of delay at  every stage so as to enabh them to 0x 
r~smE%dx!f ty. 

288. + P a m  34 of the Audit Report-In reply to a quCs5ion the 
repmientative of the Ministzy informed the C h d t t e e  that tbe 
money was paid to tbe Universit in advance (to be bept in 

as fn the absence of dkemme~t ' s  rior cumtribution L of the colleges would not depait their s e d tbe aontFt. f?Kz" 
bution. This advance payment, he added, was made with the 
concurrence of the Finance Ministry. TBb Committee felt that thts 
payment was in pursuance of a m c y  decision of Government 
taken in 1942 to centralise all colleges in the University campus 
and the position should have been reviewed in 1952 in the context 
of the changed circumstances &fore makmg the payment. The re+ 
presentative of the Finance Ministry said that they very much 
regretted that this aspect of the case was not reviewed in 1952 rt 
the time of nudung the payment. 

The Comptroller & Auditor General pointed out that it was his 
wsponsibility to see that grants made were utilised for the purjxnm 
for which they were meant and such a case where the grrylt was 
given with instructions not to spend, was highly objectionable. The 
representative of the Ministry observed that in matters like Edu- 
tion, grants to Universities etc., should be made non-lapsing if p m  
gress in the educationai Aeld was desired to be achieved and said 
that he would submit a note* to this effect for the consideration of 
the Committee. 

289. The Committee then took up the grant of scholarships. The 
representative of the Ministry informed the Committee that so far 
as the scholarships ta students were concerned then was no y- 
tion of retund. Only the students hqd to satisfy the conditfona 
I.id down m the ruks for scholarship. The scholarshi holders were 
under an obligation 40 serve the Government provid 2 appointment 
was offered to them within five months of the period of return. In 
prrctice most .of the echolam sent abroad by the Central Ckwdl~~ 
mcnt were absorbed by t4e Central Government. , 
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.280. Item 79'of Outstunding RecmnaendaHons (Appendix I).-The 

Committee desired to be furnished early with a note* on the above 
item statin the reasons for placing the Visva-Bharati University cm 
.a diflerent 3 ooting as compared to the two o t h e ~  Central U 'versities 

regard to audit of its accounts. 
P uiz., Banaras Hindu University and Aligarh Muslim Un versity in 

' Cabinet Secretofi& 

291. +Para. 17 of the Audit Report.-The Committee wanted to 
know why no notice was taken of the grave irregularities committed 
by the official either before sanctioning him extensions from time 
to time or before sanctioning his pension. The representative of 
the Cabinet Secretariat replied that the official himself was in charge 
of these matters in that office and he dealt with the references 
relating to these irregularities at his own level despite the fact that 
the caser related to him. When matters came to the notice of 
senior officials, the officer was allowed to retire after paying the 
dues to Government; in view of his past good service to Govern- 
ment, it was not considered necessary to take further action against 
him by way'of reducing: his pension. The officer died a few months 
after his retirement. 

292. The Committee then adjourned to meet again on the '  28th 
October, 1954 at 10 A.M. 

St e Appendix XI V 
t See Appendix XV. 



 roc-' ~f the Fift-tb Sitting of the Public Accoata C.m- 
mittee held on Thursday, the 28th October, 195R 

293. The Committee sat Crom 10 A M  to 1-30 PAS. 

Shri B. Das--Chairman. 

2. Shri Ramananda Das 
3. Shri S. N. Das 
4. Shri Balwant Sinha Mehta 
5. Shri S. V. Ramaswamy 
6. Shri Choithram Partabrai Gidwani 
7. Shri V. P. Nayar 
8. Dr. Indubhai B. Amin 
9. Diwan Chaman La11 

10. Shri P. S. Rajagopal Naidu 
11. Shri Mohamed Valiulla 
12. Shri J. V. K Vallabharao. 
Shri A. K. Chanda, ComptroIler & Auditor-General of india. 
Shri P. C. Padhi, Additional Deputy Comptroller & Auditor- 

General. 

a 
Shri S. Gupta, Accountant General, Central Revenues. 
Shri P. N. Krishnaswamy, Accountant General, Food, Reha- 

bilitation and Supply. 

Shri S. L. Shakdher-Joint Secretary. 
Shri V. Subramanian-Deputy Secretory. 

Prcsent durinq the examination of the Accounts relating to the 
Minidry of Food and Agriculture: - 

Shri H. M. Patel, I.C.S., Secretary, Minittry of Food and 
\ Agricutt,ure. 

Shri R. S. ~ris&wamy, I.C.S., Joint Secreimy, linirtry 
of Food unQ Agticulture. 

Shri M. R. Blsfde, I.C.S., Joint Secretuty, Minirtry of P& 
and Agriculture. 

Shri A. Zaman, I.CS,, Joint Sectrtod, Minirtry of Food and 
A@x&ure. , 
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4 h r i  S. T. Raja, Deputy Secretary, MinidtTy of Food a d  
Agriculture. 

Shri K. S. Krishnaswami, Joint Secretarg, Ministry of Fincnce. 
I Shri R. G. Mundkur, Deputy Secretary, ~ i n b t r y  of Fifrcrnce. 

Shri V .  S .  Krishnaswamy, Deputy Seneta*, Ministry of 
Finunce. B 

0 

Present during the exaninution of the Accounts relrrting to the 
Ministty of Communications : - 

Shri B. N. Jha, I.C.S., Secretary, Ministry of Communtcu- 
tiona 0 

Shri K. V. Venkatachalarn, Deputy Secretary, Ministry of 
Communications. 

Shri V. Ivf. Bhide, I.A.S., Deputy Secretary, Vinistrg of 
Communications. 

Shri L. C. Jain, I.C.S., Director General of Civil Aviation. 
Shri S. Basu, Director General of Obseruations. 
Shri S. R. Kantebet, Director General, Overseas Communi- 

cation S e h .  
Shri R. Narayanaswami, Joint Secretaq, Ministry of Fin- 

ance. 
Shri K. C. Das, Under Secretaqj, Ministty of Finance (E.A.). 

294. At the outset, the Chairman referred to the passing away 
of Mr. Rafi Ahmed Kidwai, Minister for Food and Agriculture and 
the Members stood in silence for one minute as a mark of respect. 

295. Pax .  8 ( a )  of the Audit R m ,  Civil, 1952, Part I.-The 
Committee then took up consideration of para. 8(a) of the Audit 
Report according fo which the Government Instead of earning a profit 
of Rs. 31,58,336 as originally anticipated, had to incur an extra ex- 
penditure of Rs. 9,36,519 in a barter agreement with a foreign ccun- 
try which undertook to grant permits for exporting to India 1,40,000 
tons of maize in exchange for 30,000 tons of hessian to be supplied 
by India at a Axed percentage above the prevailing control prices. 
This extra expenditure which Government had to bear was due 
mainly to the lifting of control over the prices of hessian within 
four days after the contract was entered into which shot up the price 
of jute in the market. 

1. 

Explaininq the circumstances under which the Government were 
faced with t h ~ s  losg Dwan Chaman La11 said that this was also partly 
due to lrck dX cosrdination between our Trade Commissionef in 
Buenos Aires and our Deput High Commissioner in the United 
Kmgdom as each began pure h asing maize by out-bidding the other 
as a result af which the price of maize in the B n a  market went 
UP sharply. q 

The repnstntative of the Ministry & Food and A riculture in- 
formed, the Committee that if the entire quantity of hentan had 
h a  requisitioned at ccntrolled rak, the profit to Ocwunmcnt 

I 
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would not have been as anticipated because the would have 
been sold at  the requisitioned price plus 15 per cent minus the 
departmental charges. 

296. Mreply  to aquestion whether any legal remedy was sought 
in the matter, the representative of the Ministry stated that accord- 
ing to the legal opinion Government could demand the market price 
for the quantity actually purchased after the lifting of control, 
from the foreign G o v e h e n t  but as this c o h e  would have in- 
volved either losing tbe grain or incurring greater financial losses 
on the maize still left in that country, they decided not to take 
the risk of making such a demand and agreed to bear the conse- 
quential loss themselves. 

Asked if the losses were due to lack of co-ordination between 
the different Ministries, the representative of the Ministry stated 
that it was not so. As a matter of fact. in cases where two or 
more Ministries are concerned in a particular case, full coordina- 
tion betu,een all of them was being maintained. 

29'i. Para. 8 ( c )  of the Audit Report ( C i v ~ l )  1952, Part I-Burter 
Arrangement for wheat.-The Government of India had to bear the 
stevedoring charges amounting to Rs. 68,599 in a barter agreement 
for wheat with a foreign country as the latter refused to bear the 
liability on the plea that the term c.i.f. Indian port did not include 
stevedoring charges. The representative of the Ministry assilred 
the Committee that in future the Ministry would try to avoid any 
scope for such ambiguities and define t h ~  terms and conditions mure 
precisely in their agreements with foreign countries. 

298. Para. 8 ( d )  of the Audit Repon (CimI). 1952. Part I-Loss on 
purchase o f  condensed milk.-The rcpresentativc of the Ministry 
informed the Committee that in his opinion, the D.G.H.S. \sns 
responsible for the loss because they had no: lifted the stocks des- 
pite repeated reminders to do so. As all the thrcc Ministries con- 
nected with this deal, viz., Ministry of Health. Food and Agricul- 
ture and &habilitation disowned any liability for the loss. the 
Committee desired that the Ministry of Finance should be asked to 
submit a note* on this case apportioning the rrsponsibility for the 
loss among the three Ministries. 

859. Para. 8 (el of the Audit Report (Civil)  1952. Part I-Pur- 
chuse without cornpetitire tenders.--Thc representative of the 
Ministry explained at some length the circumstances in which the 
normal purchasing agency could not be consulted before the pur- 
chase of certain pilot plant for the Indian Forest Rese~rch Institute 
from a firm in the U.S.A., and the circumstances under which a 
Special Officer was deputed to go abroad and arrange for the neces- 
sary rrhchinery, He a d k d  that the price fixed was t hc , l awc~ t  and 
that the contra$ was 'placed with the concurrence of the Finance 
Ministry. 

As formthe chan'gtt in the price of the plant subsequent1 the 
representative of the Ministry stated that this was due to c k ange 
in specifications on thcaadvice of the Expert Committee. He assured 
the Committee that in future whenever any officer was w be sent - -, - --.--.--.--..-- -..-- ----.,- 
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1 1 3  I  broad for pro8uring any machinery etc., no.rrnal procedure of .con- 
tacting the Head of a Supply Mission before starting any negotia- 
t.ions would be observed. 

300.*O,utstanding items: ltem No. 72 ( i i )  .--The Commit ee then 
considered item 72(ii) of the outstanding iteths relatin to the = 
Pashabhai Pate1 Implements. The Auditor-General ma 4 e a refer- 
ence to the latest findings of the Committee in their Twelfth Re- 
port. It was ment ihed  in the Report that the cost of rehabilita- 
t lon of Pashabhai Pate1 Implements would be very high. The 
representative of the Ministry stated that this conclusion was 
b,r*:c?d on thc expenditure actually incurred on rehabiiitat~ng 3 few 
of them as an experimental measure* but the overall expenditure 
would bt  less i f  the work was done on a lar e scale. IIe further f stated that the Ministry of Food and Agricu turc would also ex- 
amine the possibilities of disposing of the remaining equipment. 
Hc added that Government could not enforce any legal clalm aljainst 
Xlc.isrs. Pashabhai Pate1 and Co. for the loss on the implements. 

301. Xote 2 on page 99 of the Appropriation Accounts, 1950-51.- 
111 : q a r d  to note :! on page 99 of thc Appropriation Accounts. 
1950-51, according to which a sum of Rs. 1,200 drawn from the 
Tr~asu ry  for payment of rent of office building was deposited by an 
of?iccr into a privatc bank in his personal account under verbal 
initri\c.tions of the hcad of office, the representative of the Ministry 
~nforrncd that  as t he  Bank went into liquidation, only Rs. 756 could 
br withdrawn and rho balance amount was not recovered from the 
person as it was consldcred that it would bc hard upon him when 
h e  did so rindcr instructions from !he head of oflice who had since 
ie:~rcd. 

303. Commercial .iZppend!s.--The Committee next toak up para. 
1111 - ) f  the Con~rnttrclal =\l;pendls to thc Appropriation ACcmnts 
IC!\.11). 1950-51 rt~lating :c.: thc purchase oi  ploughs and some other 
itcms of equipment f a r  in cx~c:;b 0:' act:r;zi requit.cn;cnts by the Minis- 
try of Food and Agrici~l!lirc. The rcpreacntxtivc of the Ministry ' 
infoi.mcd the Committee ;hat orrginally the intention was to purchase 
1\45 iractors with 360 plairghs but later on it was decided to purchase 
or.ly 60 tractors in :he f i t s t  instance without correspctndingly 
reducing the nurnbcr of ploughs as it x a s  considered that these 
could be usrd at the time the rrmaining 135 tractors were purchased. 
TIN.* :eprcscntative of rhr  S!irrls?ry atso esplaintd that the !lie of 

plough which was originally taken to be 10 years was eventually, 
by crperiencc, found to t>c only 4 years, and the order which origi- 
nally seemed to be in excess of requirements actually turned out 
to be more or less reasonable. He also informed the Committee 
that all but 72 ploughs were now in use. 

Ministry of *Camrnunrcations * 

303. Note 3, Grant 58 of the Appmpriatiq Accounts (Cwii), 
1950-!51.--Tht representative of the Ministry ,of Coqmunications 
informed the Cqmrnittee that an Expert .Committee balled "The 
Master Committee" wes appointed about a ye*r and a half ago to 
-1- - ..- .-- ---- 
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go into the uestion of absorbing into service allatrained personnel. 
I t  had since submitted its report and Government had taken certain 
decisions thereon. In reply to a question whether all the foreign- 
trained pilots as also those who were still out of employment etc., 
would\be provided with employment, the representative of the 
Ministry said that all these facts were taken into consideration by 
the Expert Committee and they came to the conclusion that a t  the 
most, 30 Commercial Pilots should be traiped every year at  the 
Civ2 Aviation Trainink Centre to meet the re uirements of Civil h Aviation. It  is, however, the intention of the inistry to restrict 
the number of Pilots to be trained to even a lesser figure. He 
further added that the C.A.T.C. did not train students to the require- 
ments pf the H.A.L. and the latter had their own training scheme. 
Regarding the co-ordination existing between the Communications 
Idinistry and the Ministry of Defence, the representative of the Minis- 
try stated that there existed Coordination Committees between the 
two Ministries at  different levels. 

As to financial implications of the Master Committee Report, the 
representative promised to send a note to the Committee in due 
course. 

304. The Committee next took up the surrender of Rs. 18,80,400 
under Grant No. 99. The representative of the Ministry explained 
the circumstances in which funds were surrendered in this case. 
When the Auditor-General suggested that in the light of experience, 
certain adjustments should be made in the capital budget so that 
surrender of large sums \vould be avoided in future, the representa- 
tive of the Ministry assured the Committee that they had already 
taken up the matter and had devised methods for the proper con- 
trol of expenditure and would see that such surrenders were avoid- 
ed in future. 

305. .Item 121 of the Statement of Outstandmg Recommenda- 
tions.-It was stated in  this item that all possible resources to effect 
recovery of the sum of Rs. 1,15.080 due from tbe Nationalist China 
Government should be tapped. The Financial Adviser (Communica- 
tions) stated that the amount of Rs. 1,15,080 rcpresentd partly the 
amount due to the Government of India and partly the amount due 

,to the Cables and Wireless of U.K. and was being pursued at diplo- 
matic level. 

306. The Committee then adjourned to meet again at 10 A.M. on 
the 29th October, 1954. 
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308. Para 8&)--~udit Report-Purchase of condensed milk.- 

At  the outset the Committee took up consideration of para 8(6)  
of the Audit Report relating to the purchase of condensed milk which 
was later found to be unfit for human consumption. The represen- 
tative of the Ministry stated that the Ministry of Food and Agricul- 
ture was\esponsible'for this loss as they failed to obtain the usual 
warranty in this case, as they used to do in respect of requisitions 
on behalf of the Military authorities. He added that as soon as 
the Ministry of Rehabilitation discovered thaf the supplies were 
bad, the facts were brought to the notice of the Ministry of Food 
and Agriculture. The Committee deprecated the manner in which 
the representative of each of the three Ministries. viz . ,  Food, Re- 
habilitation and Health were trying to pass on the responsibility to 
the other! The Committee felt that the Flnance Ministry should be 
asked to go into the case and send a note* to them apportioning 
the responsibility for the loss amongst the three Ministries. 

309. Para 14 (c) Drawal of money to avozd lapse of grant.-The 
Committee then took up consideration of para 14(c) of the 
Audit Report according to which the Director of Relief and Re- 
habilitation of a Part 'C' State had drawn, in March 51, a sum of 
Rs. 8,12,757 for pa-ynent of loans to displaced persons. out of which 
only a sum of Hs. 3,82.867 was reported to have been disbursed 
within the year tll~a the balance was deposited with a private bank 
for meeting c la~ms as and when they arose. In November, 1951, the 
entire balance of Rs. 429,890 was withdrawn from the Bank for 
payment of loans but detailed account for Rs. 768.083 only had been 
submitted to Audit till March, 1954, in respect of the total disburse- 
ments and the balance had been credited into the Treasury. The 
representative of the Ministry informed the Commlttce that in view 
of the sudden large influx of refugees from East Bcngal in 1947-48, 
the money was placed at the d~sposal of the Chief Commissioner. 
Tripura whose officers could not disburse the e n t m  amount in time, 
and following the practice existlng in thc old Statc kcpt the rest 
of the amount in the Tripura Bank. fie, however, stated that the 
balance had since been transferred to the Treasury and the credit 
was also traced in the accounts. The Ministry have iswed instruc- 
tions to avoid such lapses in future. 

310. Para 14 ( d )  -Misapptoprtation of funds.-The Committee 
next took up to consideration of para 14(d) of the Audit Report ac- 
cording to which embezzlements amounting to Rs. 27,089/9/6 by a 
cashier of the Rehabilitation Ministry were facilitated on account 
of laxity on the part of higher offlcer. It was explained by the 
representative of the Ministry that the Cashier had already been 
convicted and as there was no mala fide In the action of the nlgher 
ofacer and the acts of omission and commission on his part were due 
to heavy pressure of work, they did not prcpose to take any action 
against' him. 

Ministry of Tmmport 
311. Para l e + d i t  R-ommtion to Shipping Corn- 

prmieg.-h this case, the Government of India +d agreed to treat 
as assistance to shipptng Industry for its postwar rehabilitation --- 
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a sum of 208.75 lakhs being the diff rence between the ciaim K *admitted b the U.K. Government and t e claim paid to by the  
Shipping %mpanies for compensation for ships borne on Indian 
register and requisitioned for war purposes a t  the instance of the 
V.K. Government. The Committee wanted40 know if At was not a 
mistake on the part of the Government to have agreed LO pay 
the full compensation to shipping concerns as demanded, knowing 
that there was difference in the rates allowed in India and the 
United Kingdom. The representative 3f the Ministry informed the 
Comrnittec that it was a deliberate decision taken in 1542 :1: pay 
at enhanced rates knowing that the rates offered were higher than 
the U.K. rates and it was the intention to treat the difference as 
i d .  The Governmc2nt had stuck to this decisicln. although the 
quantum of diffcrencc had turned out to be considerab!~ when the 
m:-tttcr was rtfcrred to the U.K. Government. The Committee, 
thereupon, asked why Government did not choose to come with a 
vote for. t he  subsidy portion but instead presented the entire claim 
to U . K .  The rcprcsentativc reported that  the entire sum was inti- 
mated to the UX. Government with a request to indicate their 
m i r x . .  As  rcyards the vote by Parliament, they were advised that 
thew was no point in obtainmg the same now, as the amount had 
a lwady  bccn paid and was lying unadjusted in the pre-partition 
accounts. 

312 'Item 67 of the Statement of Outstundrng Recornmenda- 
tions.-The Comm~ttce then took up consideratton of item 67 
of thc  Stalcnwnt of Outstanding Recommendations cnjomlng 
that the DRTA should submlt In tlme to Parliament the 
acwun:s as ~ t q u ~ r . e t i  by sub-section 3 of section 38 of ?he  D.R.T.A. . 5 T h  wpr.waniatlvc of !h lllnlrtry s t a ~ t d  :ha: the ddte 
o f  completion of the Annuai Accounts of the DRTA had since been 
changed fwm 16th June to 30th September and efforts were k i n g  
now. ~n;iti(. !V ;ay ihc 1951-52 and 19.52-53 dcwunts or. the Table of 
t h c  Iiousc in  the nest Sess~on. The 1953-5-4 accounts were also be-* 
1 tlr gut ready. 

Thc Committee then wanted to know the method adapted by 
the valuers in evaluating the assets of the DRTA at the time of 
taking thcm over from the G.N.I.T. The representative of the 
Ministry informed the Committee that there was an agreement with 
the old company which prescribed a formula in this regard. Although 
the valuers were not to deviate from the above formula. in certain 
cases. they dtd rccornmend certaln deviations--e.g., in the case af 
vehicles not in running condition, variations were made from their 
book-values although the agreement stated that all vehicles had 
to taken aver; similarly in the case of 22 six-whe$lers which 
could .not be taken over for passenger. transport. the valuers did 
not recommend their replacement value b their original cost 
which was much less. And thew recammen y atlam were acccpred 
Ev Government. The Committee were, hoiqver.  sur r i d  to know. 
that, w t b m  R months of the transfer. t number o f  vehicles had 
to be written* off. 
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Referring to the delay in the submiadon of the Reporb of the 

DRTA to Par ent the Auditor-General suggested,that in future 
he  should be authoris& to lay the audit report on the DRTA on t40 
Table of the House simultaneously with its submission to DRTA 
for comments. This will give the Committee an early opportunity 
to go intp these accgunts. I t  will also enable them to know the 
time taken by DRTA to take action thereon. In view of the three 
Audit Reports in respect of 1951-52, 1952-53 and 1953-54 still remain- 
ing to be laid on the Table of the House, the Auditor-General pro- 
mised the Committee to present a review of all the three reports, 
drawing attention to important points so that it might be easy for 
the Committee to examine the af?airs of DRTA. 

313. The Committee then adjourned till 10-30 A.M., the 1st  
November: 1954. 
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Shri A. V. Pai, I.C.S., Secretary Ministry of Home Agaits. 
Shri R. C. Dutt, Joint Secretary, Ministq of H m  Aff&t. 
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915. The Committee met to consider certain items of the Appro. 
pristton Accaunts Civil, 1950.31 and Audit Report thereon and of h 
statement of Outstanding Recommendat tons relating to the Home 
-try. . . 

318. Grant No. l l4ub-Head B of 'the A tlmt Accouws- 
Secret Service P f l  itwe.--Tba Committee u8sed at some 
lmgh the prop of the wtlon of Go 
8f130UIJt for &Cr& L~v~UJ 
appropriating savings from another 
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Service ~ q e n d i t u i e  is no) subject to audit, it was held that re-ap- 
propriation of this kind involved taking out sums of money out of e 
the scope of audit which was objectionable. On the other hand, i t  
was observed that savings available under different sub-heads with- 
in the samekrant could be reappropriated by Ministries themselves 
and in the case of reappropriations to or from the head "Secret Ser- 
vice Expenditure", they could be made with the concurrence of the 
Finance Ministry. The Committee, however, felt that although the 
reappropriations might be irPorder unden the exisfing rules it seem- 
ed to be wrong in principle to divert expenditure voted by Parlia- 
ment and auditable by the Comptroller and Auditor-General to a 
head which did not come under the purview of audit. The proper 
course in such cases would be to approach the Parliament for s u p  
plementary grant under this head. To overcome such situations, 
the Comptroller and Auditor-General suggested that there should 
be a separate Demand for Secret Service Expenditure, the provision 
for ,-uch expenditure which is at present dispersed in the Demands 
relating to various mnistries should be collected together under 
this Demand. It was urged by the representative of the Minlsrry 
that the existing procedure was working quite well and need not oe 
disturbed. 

In reply to a question whether there was any check un the 
unount of money which spent out of Secret Service, the repre- 
sentative of the Ministry said that so far u s  his Ministry was con- 
cerned, he, in each individual case of espenditure, satisfied himself 
of the reasonableness or otherwise of the expenditure. Further, no 
amount of money could be spent without the knowledge of the Home 
Secretary. 

317. Grant So.  lc%Subsidy Accounts-S-Scllem~ !o* tltc . S : i i ) p l ! !  o! 
Consumer and other stores in Andamans.--The Committee desired 
that the Ministry should consider if the scheme should continue in 
future. 

318. Grant iYo. IO&Group Head Y-Equyrment purchased central- 
ly.-This relates to the recovery of Rs. 40 lakhs from the undivided 
Government of Bengal and a sum of Rs. 83,000 from private 
towards the cost of A.R.P. equipment purchased and supplied prties y the 
then Government of India. The Committee were informed that the 
amount of Rs. 83.000 recoverable from private parties had come down 
to Rs. 40,000 and that the case for the rwovery of Rs. 40 lakhs from 
the undivided Government of Bengal was still under correspondence 
with the Government of West Bengal. The representative of the 
Minist explained that eve possible effort was being made to re- 7 cover x e  balance amount rorn the rivate parties as also the 
amount due from the Government of $est Bengd. 

e committee next considered the desirability of lving 
319. % effect to t e suggestion of. Audit to revise the selling price of milk 

in respect of Goverpment Dairy Farm, Andarnans as contained in 
pan gB of the Cornme!cial Appendix to the A rapriation Accountr 
(Ciwi), 1950-51. The representative of the u' inistry awurcd the 
armnJttee that the suggestion would be carefully examinsd. 

320.  he Committee thin tqok up eomidtwtion 12 a tement  of Outqtandin Becommendatfons. The -trrtive of 
the runl.try wormed tj[e ~ o m d t t e e  i b t  aclion "S d d y  - 

a (. 



. taken in th; matter and M e r e n t  Mlnisfries were now submittin 
weekly returns to their respective Ministers about the orders p a m %  
without first taking the directions of the Ministers. In this connec- 
tion the Committee discussed at some length the delegation of 
powers at different levels, and referred to the existing tendency 
amon ofecers of avoiding taking decisions themselves and leavin f i t  to t e higher authorities. The Committee desired to be furnish e!! 
with a *copy of Che orders issued by the Home Ministry regarding 
the submission of weekly returns to th5 Ministers. 

321. The Committee then took up consideration of Item 6 8  of 
Outstanding Recommendations regarding delay in disposal of did- 
plinary cases. The representative of the Ministry observed that the 
delay was more often not due to any defects in the prckedutal rules, 
but to the defective understanding of the same. In his opinion the 
rules were designed to protect the interests of both the Government 
and the officer proceeded against, and Article 311(2) of the Constitu- 
tion or Rule 55 of the Classification, Control and Appeal Rules did 
not require any modification The Ministry have. however, under 
contemplation to exclude "reduction in rank" from the scope of the 
provisions of Rule 55 as this punishment could not be deemed to be 
a major punishment on a par with dismissal or discharge and as 
such, a second show-cause might not be provided for. 

322. The Committee then adjourned to meet again on the 2nd 
November, 1954 at 10-30 A.M. 



Proceedings of 'he Eightee-rth Sitting of the PubUc Accounts Com- 
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324. The Committee met k examine the reprerentrtlves of the 
MbisQ of Labour and Health on certain points raised in tbs A p  
proprfrtioa Accounts ,(Civil), 1W-50 and Audit Raporb tberwa 
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* 325. & the outset the Committee were i6formed that the Minib 

try of Labour had convened a conference of the State Labour Min- 
isters for considering the recommendations of the Shiva Rao Com- 
mittee Report on "Training and Employment lkvices O r w t i o n " .  

326. When the Committee expressed their anxiety over the 
expenditure of Rs. 20 per placement for casual and unskilled vacan- 
2ies as pointed out fn para 88 of the Shiva Rao Committee Report, 
the representative of the Ministry stated that the Ministry was try- 
ing to reduce the expenditure as far as possible. He quoted figures 
showing how the expenditure was being reduced from year to year. 
When it transpired that this reduction had been due to the reduc- 
tion in the number of placements also, the Committee codd not see 
how the Planning Commission in their progress report could have 
shown an increased employment during that period. The Commit 
tee desired that the Ministry should look into the matter* and ap- 
prise the Committee with the correct position. 

327. The Committee then enquired into the working of the Em- 
ployment Exchanges. The Chairman quoted from para 94 of the 
Shiva Rao Committee Report in which it was stated that the ofBcers 
in charge of the Employment Exchanges had a tendency to show 
spectacular results of employments by inflating the figures of place- 
ments by various devices. The representative of the Muustry ad- 
mitting this, expressed that unless the tenure of service of the em- 
ployees of these Exchanges was made permanent there was no 1ike.U- 
hood of improvement in standards. In fact a Committee would be 
looking into the matter shortly with a view to weeding out the bad 
elements before the Exchanges were transferred to the State 
Governments. 

328. On the question of bringing forward le@ation to make it 
compulsory for all Government organisations to recruit personnel 
only through the Em loyment Exchanges the representative of the 
Ministry stated, that t 71 e Ministry had considered the question in the 
past and dropped it as it would alienate the assistance and sympathy 
of the employers without adding to the employment content in the 
existing circumstances The Government would take up the q u e  
tion again shortly. 

Regardin the filling of casual vacancies the representative of the 
Ministry ad f ed that the Government were in agreement with what 
the Shiva Rao Committee had recommended uit., that casuals should 
be kept out of the purview of the Exchanges. 

329. The Committee then desired to be .furnished with inform%- 
tion on the following +points: - 

(i) statement showing 'Trade U~M-wise * repreEUlItion om 
the Central Advisory Committee. ' 

( t i )  Actfon taken by the Ministry af &ur b .rca1mte the 
Allin of vacandcs as suggmted,in the Shhn R.o Comrnft 
tee &port. . 'Su rho Appendix XXIV . 

~ S H  ApwnCMar XXY m.J XXV I .  



I (U) Reasons for the delay in having a le islatibn as recom- 
mended by the,Ro a1 Commission in 1 30 and other Corn-' i: d 
mitt- appointed y the Labour Ministry subseqht ly .  

(iv) Action taken b Government on the rincipal recornmen- 
&tiom of the H hiva Rao Committee 8 eport. 

(v) Tests rescribed to decide the efaciency of the Employ- 
ment &changes other than the tests of expenditure on 
per capitu placement. 

330. The Committee were informed that the Government of India 
also, li!!e the Employment Organisations in other countries, proposed 
to enforce aptitude tests, trade test, educational guidance and collec- 
tion of emplpyment statistics, consistent with the capacity of the Ex- 
changes to undertake such activities. 

331. In regard to the proposal to enact legislation for training of 
apprentices for various industrial concerns in the country, the re- 
presentative of the Ministr stated that the Ministry were actively 
discussin the problem wit the Commerce & Industry Ministry to f h 
see how ar it was possible to evolve a proper apprenticeship scheme 
on a voluntary basis with selected big employers and would consider 
other measures if this scheme did not work well. 

332. Para 1 1  of the Audit Report Part 1. 1952.-The representat~ve 
of the Ministry informed the Committee that the total amount of 
stipends to be recovered from trainees would be of the order of about 
Rs. 3 lakhs. l ie  further stated that the stipends were recovered 
only from those who did not complete the training. He promised 
to furnish a note* on the amount recovered so far and the number 
of persons provided with jobs on the completion of their training. 

333. The representative of the Ministry admitted that the quality 
of training imparted by the Employment Exchanges was rather be- 
low the requirements of the private employers but assured that the 
Ministry were taking due action to bring i t  upto the standard. 

334. The Committee desired that the Employment Exchange 
training organisation should maintain a national register of the per- 
sons trained by them so that they might know where a person was 
employed after training and what job had been assigned to him. 

MINISTRY OF HEALTH 
335. Para 8 ( d )  of Audit Report, Part 1.-The representative of the 

Health Ministry observed that in regard to the case referred to in 
the Audit para his Minis- was only concerned with the distribu- 
tion of the, milk to the persons in the relief cam hospitals ~ n d  in. 
formed the CornmiMee that evm the ibitial suppg of seven tons of 
milk was of bad qualMy. He stated that his Mfntstry had brought this 
fact to the notice of th Ministry of Rehabilitation immediately on 
1st September. 1848. & denied the charge that the milk had.dete- 
&rated becalSie there was delay on the part of the H dth Ministry 
in lifting it from the GoQerment godowns. The &mmlttee re- .-----.------- _-- __.- - .- . ? 

.See Apprndicec XXVII I  and XXIX. 
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a e m e d  their ea'rlier decision that the three Ministries should pre- 
sen\ their respective cases to the Finance Ministry who should 
examine the case and send to the C0mmittee.a. ?note apportioning 
re.sponsibility. 

336. Para 6(t) of the Audit Report.-The CJmmittee tl&n took 
up consideration of the case where Government entrusted a Cons- 
truction Company of U.K. with the construction of nine blocks of 

re-fabricated hospita? buildings as a demopstration of their Patent 
!&stern of construction, which was claimed to be cheaper, quicker 
and more durable than the traditional methods. The amount paid 
to the Company was ultimately about double of what the work 
would have cost had it been executed by traditional methods by the 
C.P.W.D. The representative of the Ministry stated that th9 respon- 
sibility for the work in question was taken u by the Health Minis- 
try in accordance with a Cabinet decision. & e cast did amount to 
more than the cost estimated by the C.P.W.D. because of excessive 
overheads charged by the Company but, he added, no legal action 
was taken against the Company as the Ministry of L w  did not a p  
prove of any such action. 

337. The Committee then turned to the running of the Medical 
Store Depots and enquired of the reasons for the write off of certain 
losses. The representative of the Miaistry stated that the 1- 
related to the wartime during which belated receipts of drugs and 
medicines accounted artly for their becoming useless. He added P that a senior omcer o the Ministry of Finance was going round the 
depots to see how the Medical Stores were being maintained now and 
what portions of the medical stores needed destruction because of 
their becoming old. The representative of the Ministry also inform- 
ed that action was being taken against the persons responsible for 
m y t i n g  in Stores Accounts as pointed out in para 13 (b) of the 
Au rt Report. 

338. In reply to a question whether the Ministry were trying 
to evaluate the effects of the steps taken on the preventive side (on 
which large sums are spent by the Centre), the re resentative ob- 
served that reports were being invited from various ha tes  re lrding 
the emcacy of various preventive schemes like Anti-Malaria &heme 
etc. They were also conducting Sample Surveys to determine the 
effects independently. 

339. The Committee then adjourned to meet again at  10-30 A.M. 
on the 3rd November, 1954. 

tSw Appendix XV1I1. 



Proccedikgs of the Nineteenth Sitting of the P.A.C. held on Wednes- 
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341. At the outset the Committee considered the reasonp for the 
omission to provide funds during the year ina Grant 54--61ub-head 
11-(Royalties and Compensations) of the Appropriation Accounts 
(Clvil), 1950-51. The representative of the Mmistry explaining the 
circumstances in which the excess amount could not originally be 
provided in the Budget Estimates, stated that the reasons were two- 
fold v iz ,  first, the Ministry did not anticipate such an excess judging 
from the actuals for the past three years; and secondly when the 
probable excess was brought to the notice of the Ministry in Feb- 
ruary of that year, it was tcw late to approach Parliamen? for sup- 
plementary appropriatrons. He added that the excess was not due 
io any tncreasc in the royalties and compensation, but as a result of 
paymcmt of arrears, whrch could not be foreseen. Besides, the late 
tlctcction of  the excess was also partly due to some errors in the 
figure., relatrng to the arrear of payments. 

T'x. d~sr.u\slon thcn cvntwd round :hi. :3$ tit;.' had IC-ur- 
r id In the matter of regularlsing such excesses. The Committee 
thcu::!~r that thr! txcesscrs ovcr grants together w ~ ! h  :he reasons 
thtbl-(stor should bc placed before them t+xpedtt~ously so as to enable 
i h c  Cornrn~ttc.c. to r evtclu. thc rcguiarlutlon of the exce3stib tv.th:n 
a year to whrch the accounts related. The Aud~tor-Generai stated 
that 11 would be diRicult for hrm to do so under the exrstmg set-up 
as long as both the Audit and Accounts functions were not separated. 

342. Thc Committw then  drscussed the question uf abolition of 
nornintsc system for thc d tm~bu t lon  of salt The represcntatxve of 
the Mrnistry informed the Committce that on the recommendations 
of the Commodities Control Committees. the system had now been 
abol~shed in most of the States. In U.P. the abolit~on had been done 
only partly because of transport bottlenecks. 

The question of levy of the salt cess was next taken up  by the 
Committee. They wanted to know whether it was proper to utilise 
the procw?ds for ytncral purposes rnstead of for the drvelopment of 
Salt. The representative of the Ministry stated that there wrrs no 
intention of spending the cess collections indiscriminately. He ik 
formed the Comm~ttee that the Ministry proposed to bring forword 
a bill In this regard. The Committee were assured that Government 
were rewewing the various Acts under which cess was being levied, 
and in consultation with the Auditor-General were trying to pres- 
cribe a procedure by which whatever would be collected, would fp 
credited to the Consohdated Fund, and necessary vote of Parlio- 
mrnt taker! for appmpriattng mqney therefrom to the cess Funds 
separately constituted in the Public AccounW. 

\ 

343. The Committa next d e d t  with the questione of constitutmg 
State Undertakings into Private Limited Com iek The.diussion R" wnlred round the iegalrty of such actron rn t e hght of the oplnlon 
of the Attorney-General that such an act an  the part of Government 
was constftutional and legal The repmentatlve of, the Ministry - ' "  --..---- - C" --... "..-" . . - -  - - - - - - -  " .  " - ---- 
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observed that Governm'ent derived the necessary le islative powers 
by passing of the Industries (Development and Regu f ation) Act, 1951 
by Parliament and the executive powers of participation in those 
industrid enumerated in the said Act, automatically followed. It 
was pointed out by some members that the above Act should be 
read with Entry No. 52 of the Union List in the VII Schedule to the 
Constitution and should not be interpreted to v a n  that it conferred 
powers on the Central Gobenunent to hold shares in and to manage 
and participate in those industries. The words "Control of Indw- 
tries" in Entry No. 52 should not, in their opinion be deemed to in- 
clude "participation" in such industries, as has been done by Govern- 
ment. Specific authority by legislation would be necessary tor the 
Central Government to participate in this manner in Industries, the 
control of which by the Central Government is declared by Parlia- 
ment by law to be expedient in the public interest under Entry No. 
52 referred to above. The Committee desired that this matter 
should be resxamined in this light and the opinion of the Attorney- 
General sought again. 

344. The Committee then adjourned till the 4th November. 19U 
at 10-30 A.M. 
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Audit R m  fCStril) 1952, Part-! 
0 

MINISTRY OF COMMERCE A ~ D  INPUSTRY 
34& Para 9 (a)--5tontqe oj articles in a Pripatc? warehouse.-?'his 

para diocloap*i that an inffuctuous expenditure omouatJng to SjSJ 
woa incurred oq the dotage of ccrtatn M s  and materials in a pFL- 



vate warehouse after they had been used for exhibitisn and publicity 
purposes. The Committee wanted to know why no action to trader 
vr dispose of the goods was taken till September, 1950 though the 
damaged condition of the stores was noticed in November, 1949. 
The representative of the Ministry agreed with the Committee that 
the rembval of s t o w  should not have taken one full year. He, how- 
ever, assured the Committee that necessary instructions to avoid 
such lapses in future had been issued. In this connection, the Audi- 
tor-General stated that be had already sug ested to the representa- 
tive of the Ministry of Finance present at  t fl e meeting that in order 
to prevent the recurrence of such cases in other Ministries in future, 
that Ministry should issue general instructions so that when stocks be- 
came surplus, they should not be kept in storage indefinitely but a 
quick decision should be taken about their disposal. As regards the 
responsibility for the delay caused in the above case, the represen- 
tative of the Ministry of Commerce and Industry stated that the 
Commercial Section of the Office of the High Commissioner was 
ultimately responsible for that, although responsibility could not 
be fixed on any particular individual. The Committee desired that 
a copy of the instructions* lssuec; both by thc !Lllnistr~es of Com- 
merce and Industry and Flnance In this behalf should be furnished 
to them 

347. Para 9 ( b )  of the  Audit Report-Transport of Cloth.--Stating 
the history of this case, the representative of the Ministry stated 
that a cargo of cloth was shipped to two ports In South India. As 
soon as the country-craft carryng the cargo had left Bombay ln 
March. 1944. it reported leakage. as n rcsult of which the  cloth u w  
damaged. Since the  cloth could not be saIvagcd on the island---where 
the craft had anchored. the cloth had k t  tw br.trught back t o  Hombirg 
in June 1944. In the meantime there was a dockyard explosron in 
Bombay as a result of urh~ch a very conslderabic part of the godown 
accommodation had hem blown u p  This (~ouplcd with tbc. atlvcnt of 
monsoon led to the cloth bcmg stired and aalvagcd 111 :i nc~srhy mill 
godown, as there was no storage accommodation available within 
the Bombay Port area. The cloth. he pointed out, was also exposed 
to monsoons whlch 1tw1tt.d In its further drtc*rloratlcm Conrlnuing, 
the representative of the Ministq statcd that, in May, 1947, the 
quasi-judicial Enquiry gave its verdict against the Arm, but when 
the case was taken up by the firm before the Rambey High Court, 
the learned Judge held that this case did not come within the pur- 
view of the Carnage of Goods by Sea, Act. As them was no charter 
of the vessel by the Government, the judgment added, no claim 
could be enforced against the Arm for the loss or damage of the 
gaods* 

Explaining the reasons why Goytnnment did not prefer a claim 
within, the time-limit, the repmsata t ive  of the Ministry stated that 
Government were under some miscoltccption of the tcgif porftloa 
end none of their lawyers brought ft to notice that the wit hd to 
)e AIed within the period of 12 months. The Comntttee them dad- - to - why a claim could not be tod kamedirtel and the 

with the s+ipping CO. ~owPthsrar (n6r .  de npr, 
C > -  ---,-,, --u y 
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sentative of the Ministry stated that the Textile Commissioner 
tbought that the Arst thing to do was to discuss with the Arm the 
queetion of salvaging the goods and enterin into an arrangement 
as to how the goods should be dealt with. & e crucial point in the 
whole case, he further stated, was that it never occurred tct the Tex- 
tile Commissioner or any one elae that there *as a rigid t imobni t  
of 12 months during which a suit could be filed. 

When q~estioned~whether, in the light,of the later developments 
of this case, Government had held an enquiry into the matter with 
a view to fixing the individual responsibility and punish the d e b -  
quent officers, the representative of the Ministry stated that t h y  
had not thought it necessary to hold such an enquiry. The represen- 
tative of the Ministry pleaded that there was no culpable pegligence 
on the part of the off'icers dealing with this case as the correct legal 
position was not clear till the High Court pointed out. 

The Committee desired to be furnished with copies of the follow- 
ing documents* : - 

(a) Contract entered into with the shipping firm; 
(b) Findings of the quasi-judicial Enquiry; and 
(c) Judgement of the Bombay High Court. 

348 Puru 31--Grunt of personal concessitnl to 371 wee+.-In thts 
case, an Administrative Officer in the Patents Office under the Minis- 
try of Commerce & Industry, on his appointment to a permanent post 
in a 1owt.r scale of pay (Rs. 250-15-400) was granted a personat. 
scule of pay drawn by him in thc special temporary post held by 
him before (Rs. 630--30--800) and hts initial pay was fixed at 
Rs. 680 though undcr the normal operation of rules he would have 
bccn entitled to a pay of Rs. 340 In thc former scale. He was also 
allowed further trsonal conccssinns r c  . thc* clrnwul of compensatory 
and houwnwr ;tf;mranrc.,, crr Thc Omrnlt:w u-mlrd to  know the 
reasons which justtfid such an exceptional treatment. The repre- 
wntat~vc* of tho Mtntstry >tared that when the% post of Secrc*tary, 
Patents Enquiry Committc.c was creatrd in the scale of Rs. 600-400 
p.m and tvhcn sub.secpently thls clniccr was appomted to the per- 
manent post of Administrative Officer in the Patents Office, he was 
continued in the same scale of pay,  as by that time there had been 
a largc increase in the strength and quantum of work done in that 
OfRce. The then Mmistry of I. & S., he added, recommended to the 
Ministry of Finance for the upward revision of the scale of pay of 
the Administrative O(Rccr, namely Rt. 6136--800 and that Ministry 
had then accepted it, but later on when another person was appoin- 
ted to that post, the Ministry of Finance did not agree to the sam. 
wale of pry being given to that incumbent. 



met out bf Government grants. It had suggested that it would be 
more economical if a Government Department took over the funa- 
tions of the Board. The Committee wanted to know whether Gov- 
ernment had reviewed the working of the Board. The representa- 
tive of thk Ministry $ated that the proportion of the Administrative 
expenditure of the Board was very high and the expenditure on 
actual research was small. He added that the position had now 
changed and the ratio of the establishment expenditure to the total 
expenditure represented a' very small fraction. h e  assured the Com- 
mittee that from this year onwards more substantial sums would be 
spent on actual research. He also explained to the Committee the 
difaculties that the Board was experiencing in getting qualifted 
personnel, He further informed the Committee that the Board had 
sent some persons to Japan for training. 

350. Page 2 l U r a n t  No. 53-Note S-Grants to the Cottage 
Indwtries Board.--Grants aggregating to Rs. 0,27,000 were made to 
various State Governments and nonsfftcial organisations with a 
view to finance schemes for developin cottage and small scale in- 
dustries approved by the Ministry of 8 ommerce and Industry. The 
condition attached to payment of grants was that after the execu- 
bion of the scheme, the parties concerned should furnish a certificate 
that the grant had been utilised for the purpose for which it had 
been sanctioned, with an audited statement of accounts from their 
auditors. The Audit Report disclosed that except in three cases, 
certificates had not been furnished by the grantees upto the end of 
December, 1952. The Committee wanted to know whether Govcm- 
ment, after Audit had pointed out the irregularity in this case, had 
sstisfied themselves that the grants to the All-India Cottage Indus- 
tries Board etc., were properly utilized. While the representative of 
the Ministry admitted that there was considerable delay in 
these Reports from the State Governments, he felt that the Fing entral 
Government was more or less helpless in the matter because the 
State Governments who were entrusted with the spending of this 
money were either very slow or reluctant to submit the progress r e  
ports. Asked if the various Boards were spending all the  money 
granted to them, he stated that it would be diflcult for these orga- 
nisations to do so because that would q u i r e  a large field staf?, 
which only the Co-operative Societies, State Directors of Industries 
etc., had. H e  added, that the Boards at present were only advisory 
bodies. As regards the Khadi Board, he stated that the Government 
proposed to bring forward a Bill in the near future to turn the Board 
into a Statutory Body so that it could look after its own finances. 

lmplenentation of the Recommendations made in the Fourth Re- 
jyrt of the P.A.C. on the lniporr and Sales of Japanese Cloth 

351 The cork itteesthen tmk ip consideration of the itatement* I" laid on the Tab e of the House by the Minister of Commerce and 
Industry on 11th Allquut, 1953 in connection with the Fourth Report 
of tho PXC. with sper:ial reference to the recammen&tionr made 
by the Committee for the holding of a judicial onquity into the tsurs- 
action relating to the purchase and sale of Japonrwre Cloth. The - . 

*Sw Appendix XXX. I . 0 
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representati e of the Ministry pleaded before the Committee that it. 
, would be di k cult for him to reply to any,question in respect of this 

case because a statement had already been laid on the Table of the 
House by the Minister and it would not be proper for him to involve 
himself in any interrogation leading to the expression, of opinion 
thereon without the specific permission of the Government to do 
so. The Committee, however, did not consider that the case was 
closed and decided to further examine the matter at a later date. 
In the meantime) the representative q£ the Ministry undertook to 
place the matter before Government and seek their authority to 
answer questions on the above statement, when the same would be 
taken up for consideration by the Committee. 

352. The Committee then adjourned to meet again at  12 Noan on 
the 8th December, 1954. 



Proceedings of the Twenty-first Sitting of the Public Accounts 
Committee held OF Wednesday, the 8th December, 1954. 

353. The Committee sat from 12 NOON to 1 P.M. 

, PRESWT I. 

Snrl 8. Diw-Chaimaan, 
MEMBERS 

2. Shri  T. N. Singh 
3. Shri  S. N. Agarwal 
4. Shri Balwant Sinha Mehta 
5. Shrimati Ammu Swaminadhan 
6 .  Shri Amarnath Vidyalankar 
7. Shri  W. C. Patnaik 
8. Shri Choithram Partabrai Gidwani 
9. Shri  1'. P. Nayar 

10. Shri U. M. Trivedi 
11. Shrimati Violet Alva 
12. Diwan Chanian Lall 
13. Shri Ram Prasad Tarnta 
14.  Shri Mohamed Valiulla. 

1 

Shri A.  K Chanda. Comptroller a n d  Auditor-Gevernl of I t id~a .  
Shri P .  C. Padhi. Additional Drputv  Comptroller and Audi- 

tor-General of India. 
Shri S. Gupta. Accounranr General. Central Rerentres. 
Shri P. N. Krishnaswami, Accountant Genemi. Food, Rehabi- 

litation and Supply .  

SECR~ARIAT 
Shri Y Subran~;an~an-D~~>rr ty  Secretary 

Shri  R. K. Nehru, Foreign Sectetary. Ministty of Externul 
Affairs. 

Shri  Prem Krishen, Joint S e n e t a q ,  Ministry of E r t m a l  
Affairs. 

Shri-Devi Diyal Bhatia. Deputy Secretary, Minirky of E m  
rurl Afleiro. . e 

Shri Ra' Kumh. Deputy Smutcrry, Ministry 01 P)IIPI1ICI (d. a E. m.). 



MINISTRY OF EXTEltNAL AFFAIRS , 
t 

354. Para 4 (a) of the Audit Rcpo:t.-At the outset the Commit- 
tee considered gra 4(a) of the Audit ,Fkport (Civil), 1952-Part I- 
according to w f~ ich the MimAry of External Affairs was to recover 
a sum of Rs. 3,62,186 from the Afghan Government in lieu of stores 
supplied to that Govcrnmcnt in 1943, but had not so far been able 
to do so. The re resentative of the Ministry informed the Com- 
mittee that the de f ay in presenting the c h m  was due,partly to the 
fact that it had to be progressed through the then British Legation 
in that country which looked a h r  India's interests also and to the 
unsatisfactory state of accounts in the War period which rendered 
the determination of the amounk difficult. I t  had since been corn- 
putcd with the help of A.C,C.R. and the Ministry had since put up 
the demand against the Afghan Government. The representative 
of the Ministry, however, added that it was too early to remind 
that Government. 

355 Pam J ( b )  of t i t .  ',. ' r , ,ort  --The Cvrnm~rtec next t w k  
up the consldtmit~on uf para Jtbr of the Audit Report Bcfore the 
t l u d ~ t  objection p r o p r  r ~ z ,  d~sregard of rules and inadequacy of 
thC punishment, ci)uld b comv!t red. a question was ra~sicd as to 
\vhy i t  was nrAc.t.ssuy to pay exchange compensation allowance to 
thc Oflictrs and the staff of Indian Embassics abroad. The repre- 
sentabvc of the hI~nistry ~nformed the Committee that exchange 
cwmycnsat~on ailowancc had ta be pald to the employers to corn-. 
pmte them for the deprec:at~on In the purchas:ng power of the 
rupw. in tcor:nb of wh~ch t h e ~ r  c"mo1uments were fiscd. as a result 
of apprc~iatmn in thc exchange value of the local currency of the 
euuntry cwnctwwd In reply to a quibstmn as to h o ~  cases where 
the value of the r u p  apprtmatcd In relat~an to the local currency 

thib staff abmad were dealt w ~ t h  the representatwe m- 
formtd thc C o r n m ~ t t t ~  that thts was effected through adjustments 
in the fore~gn allowance. As regards the case referred to rn the 
Audtt para, the representative of the histry stated that the preo 
ti- uf furntshrng false cert~ficatcs wils followed m certain other 
Missions too and that the Officer concerned in the abave ease had 
k n  demoted on the advice of the UP.S.C. He uMed n =ply 
to a qucstian that the Mnistry simply placed the facts before tht 
U.P.S.C. and left ~t to the Cbmrnimon to decidc upon the punish 
rncnt. The Comm~ttee felt that this case was dealt with too Lightly 
urd the puntduncnt meted out to the delinquent cdaccr was in- 
adequate. In their opinion, tbc fact that the pncticr was prim- 
lent in other Wiaioru dm s h d d  mt 
the atkt  ha&, those clwe r l r  &cyld 
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After some discussion the Committee decided that the Auditor- 

General should examine the papers relating to the ccse, the pro- 
cedure followed by the Ministry in reporting the case to the U.P. 
S.C. and apprise the Comm~ttee of the position the next day. 

356. The Committee then adjourned t i l l  12 P.M. on the 9th 
December, 1954. 



Proceedings sf the Twenty-second Sitting pf the Pub& Acceunts 
Committee held on Thursday, the 9th Deeemk, 1954. 

357. The C o q i t t e e  sat from 12 Noon to 1-15 P.U. 

P,tEam' 

Shri B. Das-Charirman. 
NlPYrarnfi 

2. Shri S. N. Agarwal 
3. Shri Balwant Sinha Mehta 
4. Shrimati Ammu Swaminadham 
5. Shri R. Venkataraman 
6. Shri Amarnath Vidyalankar 
7. Shri S. V. Ramaswamy 
8. Shri U. C. Patnaik 
9. Shri Choithram Partabrai Gtdwani 

10. Shri V. P. Nayar 
11. Dr. Indubhai B. Amin 
12. Shri U. M Trivedi 
13. Shrisoti  Violet Alva 
14. Diwan Chaman Lall 
15. Shri Ram Prasad Tamta 
16. Shri Mohamed Valiulla. 

Shri A. K. Chanda, Comptmk and A u d i b r G e n e d  of 
Indiu. 

Shri P. C. Padhi, Add.atumal Drplcty Cazptn>llcr a d  Audi- 
totGenarr1 of India. 

Shri S. Gupta, Aecountont Geneml. Central Ret?mw. 
SBCR~~~ARKAT 

Shri S. L. Shakdherlloint Smetary. 
Shri V. Subramanian-Deputy Semetary. 

W m m s E 5  
Shr~  R. K. Nehru. I.C.S., Fomgn Stcntuw.  Minist- of Er- 

t m a l  Anairs. 
Shri Prem Krishen, Joint Scrcretary. Mmta+y of ExktRal 

Affairs. 
Shri Devi Diva1 Bhatta, Deputg Secretory. Mthistq bf E r -  

tPnal  airs, 
Shri Raj Kumar, *Deputy Senctgl., Minisrrg of finance 

(R. & E.  Deptt.). 
338. At the outset the Auditor-Genera\ a pFised the Comrmt- ;% tat of the mults of his investigation into. e orrse mentioned Lo 

para 4(b) of the Audit Report whicb he undertobk to do at the 
instance of the Committee the pmvidw day (Annexwe I). Tbt  
Auditor-General's investigation tevealed that the odacers of the 

b 
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Mission in question had indulged in illegal currency operations 
which resulted in overdrawal of exchange compensation allow- 
ance. The modus operandi of the operation was that after getting 
their pay and allowances, the staff and officers of the Mission 
remitted their entire emoluments to India through Reserve 
Bank Drafts-a facility which was allowed by the External Affairs 
Ministry to the officers in foreign Missions for meeting their Indian 
commitments. Later they sold rupee cheques d r ~ w n  in their ac- 
counts in India in the local market. Subsequently, when ;is a 
result of the de\?aluation of the local currency, exchange coln+,n- 
sation allowance became payable .to these officers, they availed of 
such allotvance on all the amount they had drawn by rupee cheques 
from the Indian accounts, although the exchange compensation al- 
lowance \vas to be given only on the expenditure which was ac- 
tually incurred by the Oficcrs in the country of their assignment 
to meet their local expenditure. The Exchange Compensation Al- 
lowance and also travelling and medical charges were drawn by 
them in rupees through Reserve Bank Drafts which enabled them 
further to increase the field of their currency manipulation. The 
illegality of the operations remained undetected till an oficiating 
Head of the Mission inadvertently sent both the statcmctnt of pry 
and allowances and that of transfer remittances to the External 
Affairs Ministry. Their scrutiny aroused suspicion. whereupon the 
Head of the Mission was recalled to India and made to proceed on 
leave pending investigation. The Joint Secretary of the Ministry 
of External Affairs investigated the case and came to the conclu- 
sion that the major charges against these officers were fully estab- 
lished. Under the permissive clause of the U.P.S.C. all the papers were 
furnished to the U.P.S.C. and explanations were also obtained from 
the Officer concerned. The U.P.S.C. came to the conclusion that 
the Officer concerned should be dismissed, which was also concurr- 
ed in by the Minister. Before the dismissal order was, however, 
served on the officer, the Ministry thought that there was substance 

the suggestion made by the Officer that similar man~pulations 
were being indulged in by the Indian Missions elsewhere. Accor- 
dingly after verifying the above allegations, the U.P.S.C. was again 
approached by the Ministry for a review of the previous advice. 
In the circumstances the U.P.S.C. acquiesced in a lower punish- 
ment being awarded and advised that the officer should be reduced 
in rank for a period of three years and should not be given any 
assignment with allowances during this period. In taking this 
decision the Ministry was understood to have been influenced by 
the fact that the environments of the Mission in question were not 
conducive to a high sense of moral values and that the Missions o i  
other countries with an impeccable reputation of integrity were 
also taking advantage of the economic and exchange instability. 
The Auditok-General, added that the Ministry now pro to 
issue charge sheets against all the other employees of this c o n  

359. The Committee, then heard the views of the representative 
of the Ministry on the above case. The representatwe of the 
Ministry apologized to the ' Committee for his less co'rnprehensive 
statement on the previous day but stated that it was due to his un- 
familiarity with allathe facts as he was away on a visit to Korea, 
at that time. He, however, agreed with what the Auditor-Cherd 

* 



had stated and added that the Ministry &ad now set up a Foreign 
Service Inspectorate consisting of two senior Ofacers of the Finance 
Ministry, which was going into the working of the Missions is 
foreign countries. , 

Detailed and precise mstructions regarding the drawal of ex- 
change compensa~ion allowance and the facilities for home remit- 
tance have been formulated. The Colhmittee desired to be fur- 
nished with a *note on the findings of the proposed enquiry by 
the Ministry into the manipulations resorted to by the staff in other 
Missions includ~ng therein an explanation as to why criminal pro- 
secution could not be launched against the officers ~nvplved in the 
case mentioned in the Audit para for furnishing false certificates. 

360. The Committee then adjourned till 13 Noon on the 10:ht 
December, 1954. 



ANNEXURE I 
Statement made by hte Comptroller & Auditor Ce*retal z~j India 

u t  the sitting of the Public Accounts Committee held on 9th Decem- 
ber, 1954. . 

Currency Manipulrtierre. 
At yesterday's session, the PA.C. had requested me to review 

the  audit obj.ection incorporated as para 4(b) with reference to the 
relevant files, and, in the light of the observations made by the 
Foreign Secretary. Accordingly, I have gone through all the 
papers which had been made readily available to me. I have had 
also the opportunity of a discussion with the officers of the External 
Affairs Ministry. I should, at once, admit that the para does not 
bring out fully the gravity of the offence committed, nor does 
it give a full and connected account of the case. I u~derstand,  
however, that audit did not have excess to the papers, made avail- 
able to me and the para was drafted on fragmentary material 
before it. 

2. I now place before the Committee the results of my exami- 
nation. At the limittxi time at my disposal, the examination has 
not, perhaps, been as extensive as it should have been. I t  does 
not cover, for instance. other cases to which vague references 
occur in the papers. Nevertheless, my examination of this parti- 
cular case is complete and full. The background of this case is 
rather important. I should refer to this to enable the Committee 
to appreciate the situation full In many Far-Eastem and Mrd- 
Eastern countries, with unstab i' e economies. the local currencies 
were pegged at  an ofiicial rate of exchan e which was both unreal 

" and artificial. The result was that the k upee was at a consider- 
able premium in the open. or should I say black market. In many 
cases, the exhange value of the Rupee was two or three times the 
oiacial rate of exchange. In the earlier stages, the External 
M a i m  Ministry had permitted the officers of the Foreign Missions 
to remit funds to India through the Reserve Bank up to the limit 
of their pay and allowances, ostensibly to enable them to meet 
their Indian commitments. The officers of the Mission in ques- 
tion availed themselves of this digpensation and remitted their 
entire pay and allowances in Rupees through the Reserve Bmk 
Drafts. Later, they sold cheques drawn on their Indian accounts 
in the open market and doubled or trebled their emoluments by 
this deviue. In other words. the trensfer of funds to India was 
not genuine, and for the purpose for which it had been pehittcd. 
Later, when the Ru was devalued and the currency of the 
muntry concerned not been wrrerpondmgly adjusted a suit- 
able exchange compnsatton became payable to these orn~rs ,  to 
crnnpenrate them for the )om of the purchasing power af the Rupee. 
The exchan e compensat~on is payblc only on the part of the 

a d  *tfowa?m u is drawn in *LA -# - - -I - - -& 



q o u g h  these ohcers transferred their entire pay and allowances 
to India, they claimed exchange compensation allowance on 
the cheques which they had drawn on their Indian account as 
being local expenditure. The grant of exchange compensation 
thus' further widened the field of this illegal 8 currency operation. 
Emboldened by the fact that this operation had escaped detection, 
the officers made it a practice to draw the exchange compensa- 
tion also in Rupees through Reserve Bapk Drafts and thus to 
increase the funds available for these manipulations. 

- 3. The ay bills of these officers were sent to the AOCR for 
audit in t R e normal way. A monthly statement of the transfer 
remittances similarly reached the A.G.C.R. at some +age or 
other In the absence of any arrangement for linking the pay 
bills with these transfer remittances--this was not strictly neces- 
sary for audit purposes-the fact that these offrcers were transferr- 
ing their entire cmolumcnts to India did not comc to notice. Later, 
when an officer from the Min~qtry was posted to this Mtssinn. and 
he was holding current chargc. during the absence of the Head 
of thc Mission. hc writ inativr*r:cv:!y. both the statement nf pay 
and al1owancc.s and transfer rcrnittanccs togcther to the FuIin~stry 
I say ~nad~v~r t en t ly  :as t h ~ s  officc-I. \vas also suhscyuent l  invrdvd 
tn sim~lar. currtbnry manipulat~c~tis I t  was a t  t h ~ s  stage that the 
matter arouscxi ttic suspicion of t he Sf mistr) . .ZIeanwl~iIe, rumours 
!lad I>c*cn c.urrent tha t  all the officer.,, and staff of this 3Iisslon were 
living cst~:rvi~gantly. f'ir hc>ond their ~ f i c r a l  :nccmt. Icvels. and 
thnt cvtbn a clvrk cv\vnrul a motor car Frlg~ciatrc and other  eupenslve 
convcn~~ncc~s .  An oRirc~r iva5 !t . lt .n J t y ~ t e d  from 111dra to inspect 
fhis h11sic)n 111. rcpcrrttd that !htlsr. currency manlpuiations 
.rvt\rt. nc~t Irrnilcd mrrr~ly to pal; and allowances, but that c v m  
travdling nllow.anccs and rnal~cal  espcnsrs wh~ch  were incur-reci 
In local c u r r c ~ ~ c \  i v t * n n  being rrcrtvcrd rn Hupwh through Bank 
Drafts t o  faci1tta:c the  currency man~yulaticrns rrn a far larger scale. 
Esctliitlgt. ctrmpcns,llwrl r ) f  t h r ~ t '  c:nims had alsc) bwr: admt::cxi 
Thcrtb had bwn also caws where Rank Drafts had been obtained 
thrtlugh Commercial I3iinks in additlcm to Rcwrve Bank Drafts. 
In  othw wvrds. ttic modtls crpcrandt was to draw the  cnttre pay 
atid ; I I ~ C I W ~ L ~ C V S  111 RLI~CVS. sell Flupet* chtqur~s In the Black Ma~ket ,  
r t r d  w i t h  thr .sale pr(~'t~Y1s acquire fresh Iiuwc Dlafts thribugh 
Cornrnercmt U m k s  at the c)ffl~ial safe of exchange tra acid to the  rupee 
rcwurct-s t o  facllrtstc currcDncy manipulattons on much targcr 
x d c .  

Ttw fieact of thnt Missirbn was then recalled tc t  India and made 
to prwleud un leave pctlciing invcutlgat~nns. A Joint %rctar-y of 
the Minutry who was appotnttul to examine the case came lo t h e  
conciuuian that the major char&% against this nflker were fully 
eWrbllstwd. He ref raincd. however, from matrng any r m m -  
mendatinns on the disciplinary action to be taken. Under the 
pcnnimvc Clsuw of the U P.S.C. pracedure, a14 the psrpem were 
fcwwarded tu the Commrsssion for their advice. The U.P.S.C. in- 
f m n c d  thc Mmtstry that t h t w  was. pnd  fame, w cast8 for the 
dirminssl of the ntttcer and advised that the afRcer should be asked 
to axplain why the punishment of dismissal shaui3 not be inflict- 



ed. Acting on the advice of the U.P.S.C., proceedings were insti- 
tuted against the officer and the explanation obtained together with 
all relevant papers were transmitted once again to the U.P.S.C. for 
their advice. The officer has stated that in the unstable condi- 
tions prevailing pal;ticularly in this country, other Missions were 
also following a similar rocedure and that he had inherited the 
system and had continue{ it. He had not appreciated the gravity 
of these transactions. He also mentioned that similar manipula- 
tlons were current in InCilan Missions clsetvhc'rc. Ncverthelcss, the 
Commission found that the chargc involving scvcrc moral tilrprtude 
had been proved against this officer. In their opinion the kind 
of cusruption in respect of perquisites and petty extortions and the 
large scale exchange transactions in which this offcer indulged in 
order to 'make mone showrd that he was not fit fur rctcntiun in 
the Indian Foreign d' e ~ ~ i c c .  In view of the grave naturc uf the 
charges which had been proved and thc moral tulpitucc ~nvolvcd 
thereln, the Com~nlssion consldvr that  hc* should be dlsn~lssc*d 
from service and tha: they advised thc Minlstry accordingly. Thc 
case was submitted to t h e  hlinistcr who ordcrrtd that t h ~ s  c~fliccr 
must be dismissed. Accordlngiy, an ordw of d~smissol \vas pre- 
pared. and in fact s~gncd by the competent autfior1:y. 

1. Before the dismissal ordt*r was howeve1 sc*rvcbrI o n  thr tlficV1, 
the h11nlstx-y came to the cLmciuslon that ththlt> was substance In 
the suggestion madc by the o f i c c ~  that slm11;u rnnn~piilatirins were 
being indulged in by Indian M~ss~ons  elscwhc.~ P. Acciwdm,:ly. a 
Joint Secretary \vas scnt out on ~nspcction to certain sptalicrf Mi.+ 
sions. On return, hc reported !hat simllnr currcbncy manlpula- 
tlons had taken place in sewral other cnuntrlvs hy h1i:h ranking 
officers. The Xilnistry felt, thcrdorc, that I: would tltmtwolw 
the service l f  a junior officer alone were to  i)c dlsml.*sc~cl frlrm stnr- 
vlcc whtm ihib ofTt.nce \{.as s ,~nwu r,dt I V I ~ I .  %p~c-,iri ' ~ r .  i .: ,\,I:, nut 
posslble to take simllar actmn In thc o!hcar ca . t e n ,  111 lhc ; I ~ c * I ~ c ' I ~  
of legal evldcncc I h a w  not s w n  ~ h c  r(.pi~l : t r f  1!1~+ J ( t i l ) t  S.L I V -  
tary. I am, therefore. not 111 a pi)slt~on to siatc thv c~rcumstanrt~s 
in which even departmental actton could not ht* ::rkt*n ;rgra~nht h ~ g h  
ranklng officers elsewhrre. That  1s why  I s ~ t d  1h:rt study 
has not h e n  as estenstve as r t  m ~ g h t  have bcvn 

5. In vlcw of this conclusicm, the Mlnlstry uppruslchcuf the 
U P S.C. again for a revwiv o f  t fw~r  prvvruuh acvice In the 
circumstances stated tile U.P.S.C. a c q u ~ c ~ t d  tn a 11,wcr puntsh- 
ment bwng lnfl~rtcd, and advlstrl that the otficer si~ould be rrduccd 
in rank for a period of ~ h r t . ~  yvars, arid should not be givtbn any 
ass~gnment wrth ailowances during this p'ricd. Thls ndvrce was 
taken and the officer was rcducrri in rank. I n  taking this dchsion, 
I undeptand that the Ministry was tnfiuenccd by the fact, that the 
environments ofi this Mjsslon tvcw not ccmduc~vc lu a high wace 
of moral values gnd that the Missions of uther countrim, with an 
impeccable rcputatic/n of integrity were also tnkmg advantage of 
the economic and ,exchange instability. 

6. The Ministry now propoMs to iasuc charge ch=tr agalnsl all 
the other employees of this,Mbion. 



Proceedings of the Twenty-third Sitting of the Public Accounts 
Committee held on Monday, the 13th -ember, 1954. 

361. The Comm~ttee sat from 12-15 P.M. to 2 P.M 
PRESENT > 

Shri B. Daa - Chartman. 
M E M B F ~  

2. Shri Ramananda Das. 
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4. Shr: S. V. Rarnaswnmy. 
5. Shri U. C. Yatnaik. 
6 Shri Chutthram Partclbral tildwani. 
7. Shri V .  P. Nayar. 
8. Dr. Induhhai H. Amin. 
9 Shri U h'l. Trrvcuii. 

10. S h r m a t i  Violet A k a .  
1 1 .  Shrt 1'. S Rajagopal Naiciu 
12 Stm Rnnl Prasiid Tamtn 
13. Shrl  Mohamrd Yaliulla. 

Shr~ A K.  Chanria, C(mptrot1crr and Audttor-Gen~rcl  of 
1 rrdw. 

Shrl  1'. C Padht. :Iddr:torrnl Dqv i ; t~  Com?tro!Ier and Atrdi- 
7 ,F - ( :P>!~~FTI!  I t !  ~ I U  

S!~ri 1' S Hhiir~inri, G4mrrn:icr i r f  Coinmcrcrol ,4ud:r. Ofice 
ot thr. Comptroller urtd .-I!idtrur-Ct*ncrd oj  lndaa. 

SGL"RCT.~RJAT 
Shri S I ,  S!tiikitht.r - Jornt Sccru~ar;i 
Shr: i' St.tb~-.\:n:!n~;~n !h*y, r ! ~  St~c-v:ii ry  

\v ITS FS.5 b. 

Shri S C; Darvc. J w r r t  Sct-rt*tary. Mrrtrstry oj Finance 
(Rt*habtla;trtwt~ Ftnat~cr* rldrntrrtsrrnrwrt) 

Shtr N C' Stln Guytrr. I 1 g ~ i t ; i  Set-wtat:,. \ l t r ~ r s t ~ ~  o i  F:+ 
ur lw  t H~habtltti:t:rtrl i ' t r t c : t t ~  e .4,lrrrt r: tsrnlt~nr~ 

Shri P C Das Gupta. Chwf Adrrtm~stratur, Rehalrihtcrt~o* 
Ftnaircr Admruutratwrr. 

362 The Conrm~ttur met to consider certain nates furnish& by 
the Minrstry uf Ftnancc, In reqxct  of the Rehablllta!ion Fmance 
Adminlstption. 
'Nutr str~t~iry the basts for fhc ynwrstorr of twrd at:$ dorrbtfrrf tichts in 

the balnccr dwrC of the R F A  for rhr pmod trirdcr remtw? end- 
an9 31rt UcrrpmLrct. 1053 and C;orcrrrmcnt IWWS thercan specrally 
in regard to the poltq fotlot~~cd tn thcs behalf. - - --__ _ - ". 4 . .-. ---. --- 
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363. The Committe? were glad to note that  the' Administration 
had started providin for bad and doubtful debts without pot%- 
poning i t  further. $he quantum thereof, i t  was mentioned, was 
being discussed in consultation with the Comptroller and Auditor 
General. I 

*Note explainiug ( a )  why an amount of Rs. 2 crores was  drawn on 
24-2-50 11-hen i t  was not required bg the Administrution, 
( b )  z/:hy i t  was not refunded to Got?ernmerit inst,ead of investing 

i t  i l l  Goren~tnen t  securities and (c) wh?j the resolution of the 
R F A  dateti l s t , '3rd ,l.la?y. 1951 was not intpleinentc~d by refu~iding 
at least 50 lukhs  io Gotw-nm.eni when the balance with  R F A  tius 
about Rs. 1 c!rore'.' 

364. (i) in regard to (a)  it was explained that RFA after examin- 
ing thoroughly the question of allotment of funds for the year 1949- 
50 at its meeting held o n  the 23rd December, 1949, felt that the 
entire sun1 of Rs. 3 crores was likely to be disbursed by the end of 
the year 1949-50. The representative of the hiinistry also pointed out 
that the R. F. A. had actually requested for the sum of Rs. 2 crures 
on thc 17th March. 1953. Tht: Con~rnl t i t~t  v . t ~ t ~  silrprist.~; i u  Irbarn 
how the H.F.A. could disburse 1:s. 2 crorcs within the few days left 
in that financial year. The Comptrollw and Auditor-General read 
out  an  rxtract from his file fl-om lvilich i t  transpired that thc H. F. A. 
was a s k 4  !o draw thv budgt~tted anwun t  i r l  full and u ! ~ l i ~ r '  thc 
balance, i f  auy, in the next year. Thc Committcc rcgrihttd to note 
that such o b j ~ ~ t i o n a b l e  practices were taking place. even in t he  
Finance Ministry whilc that Ministry's task was ti] chcck tilcrn and 
set an  example to others. 

( i i )  i t  was explained in respect o f  ( b )  and ( c )  abovc* tliat since 
any amount refunded by R. F. A. could nc~t  t)e rnadc. ri\.n~lalle to it 
again under thc prot'isions of the R.  F. A. Act and the- rrioncy tvould 
thus have been completely lost to the R. F. A., i t  was d t r id td  to 
utilise the mane). surplus t o  requirements i n  : l ~ t .  best possible miin- 
ner by investing i t  in Govc!rnmcrit securities. Tiics Committw \vtAre 
not satisfied with the  ex planation. After son.ic discussion tho Cum- 
m i t t t ?  decided to await the ~ c p t r t  of the Cornptrd1t:r and Auditor- 
General whose officers were auditing the Accounts of the )I. E'. A. 
t X o t e  stating t17e s t e p  taken by tlrc R .F .A .  and the C m .  to cut 

down erperldit ure especiully the estah l~sl~tnutit  rhargc~s. 

365. The Auditor-General obsemid that the RFA was doing a 
lot of unnecessary work in the matter of dealing w t h  loan applica- 
tions. According to him the procedure could bc retwnaliscd and 
much of the t*xpcndlture on r*stabllshmt.nt could btb pruned. The 
Committee desired that the Adrninistrn tor of t tie RFA should 
consult t he  Auditor-Gqncral In Llrh regard without orly delay. 
i ~ b t e  slating th: details about the appointment of certain OfFcera 

of the RFA yifh specaal reference of pret*wus posts and raloriecr 
drawn b y  them. 

"- # 

*SM Appcndlx XLI  ?St/ Apprndix X1.I I .  
:Not printed. * 



..... 366. ~ e ~ l ~ i n h  to certain queries about the appointment of. . :. . . . . . .  ., Assistant Chief Administrator, the representative of the 
Ministry stated that Shri . . . . . . . . . . . . . . . .  was employed in the 
Court of Wards, U.P. prior to his appointment in the R.F.A. About 
Shri . . . . . . . . . . . . . . . . ,  the other Assistant Chief Administrator the 
representative stated that the post was advertised and he was 
selected by a Board. Regarding Shri . . . . . . . . . . . . . . .  ., Deputy 
Chief Administrator, who was c dismissed employee of the Calcutta 
National Bank on "grounds of mis-condukt", the representative of 
the Ministry stated that on further enquiries the Ministry had 
discovered that hls services were terminated by the above-mentioned 
bank on account of his uncompromising attitude in respect of cer- 
tain transaction of the Bank. As the details in respect of the 
persons were not complete, e.g., the break up of their pi?y in pre- 
vlous employ, the Comm~ttce deslrcd to be furnlshea with a note* 
stating the complete details in respect of all the officers of the 
R.F.A. whose names appeared in the statement laid on the Table 
of the House on the 10th August, 1953. 

367. The Committee then adjourned till 14th December, 1954. 
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vance payment 'of £17,000 made by the High Commissioner for India 
ill U.K. for the acquisition of premises to be bhilt on a site near India 
House, London (Annexure I). 

370. The Comptroller and Auditor-General, observin that he did % not find any material divergence in the account given y the repre- 
sentative of the Minist from the one given in the Audit Report, 7 added that it was not c ear how the representative of the Ministry 
Stated that the lessee (who held thp site in question) who 
was present at  an earlier meeting when the amount of £17,000 
was paid to Mr. X by the High Commissianer, later on repudi- 
ated the suggestion and disowned knowledge that the Government 
of India was interested in the property. The Comptroller and Audi- 
tor-General also read out a note recorded by the Legal Adviser and 
Financial Adviser to the High Commissioner for India in U.K. 
wherein it was stated that the prospective lessor Company, viz., 
Adhil Properties Ltd., of which Mr. X (the solicitor through 
whom the deal was negotiated) had become the Director, had 
signed a romissory note and deposited their contract for the pur- l' ' chase of ease-hold site of the Gaiety Theatres from the lessee, as 
security, the verbal arrangement being that the advance would 
be repayable in six weeks. 

371. When asked whether the standlng of the above Company 
had been en ulrcd into beforc the cheque for £17,000, was handed 
over to MI %, the rcprtwntative of the % h i s t r y  stated that it 
was not done becausc thcrc was nothmg unusual about the deal: ~t 
b a n  a normal practice in London to use such an intermediary in 
pure f asing propclrtics Hcsidcs, Mr X a 4 so!rc:tor of some 
standing and was assnc1atc.d wlth the Development Cornpanles. 



ment of £17,000 already made to the solicitors of the kssee, the repre- 
sentative of the Ministfy stated that the money was with the lessee 
and that the latter was prepared to sell the roperty to some other h company provided he was paid the balance. e money was re  ort- 
ed to be safe and even that leading British lawyer had assure t  the 
High Commissioner tin this regard. When asked whether it was 
possible to recover the amount of £1'7,000 from Mr. X or the Company 
of which he was the Director, the representative of the Ministry 
stated that the question was examined by the Ministry of Law who 
opined that the Government of India could not proceed against 
Mr. X as an individual and that they could not only proceed against 
him in his capacity as Dirwtor of the Company which, he added, had 
no assets. 

The representative of the Ministry assured the Committee that 
from the detailed report received from the Financial and Legal 
Advisers in the High Commission the Government were fully sa t~s-  
fied that there were no rnala f i d a  In this castb, rlskcd whclthcr the 
High Commissioner had given his comments on the Audit para 
regarding this case, thc r tpresentat~\~e replied that the H ~ g h  Com- . 
missioner was busy elsewhere at that time and that he (the repre- 
sentative) had every intention of s h o w ~ n g  thc statement made by 
him (Annexurc I)  to the former High Commiss~oner for India In 
U. K. when he returned to India with a view to find~ng out from 
him whether the facts statcd there~n were correct. He concludtd 
by saylng that there was no q u ~ s t i o n  of any kind of nrnlu ficics and 
the Government were also satisfied that every possible prccnutlon 
was taken in this part~cular case to o-mre that the money was not 
lost. 

373. The Comn1it:ee then adjnurncd 



A N N E X U R E  1 
v 

Statement made by Shri R. K. Nehru, Foreign Secretary, a t  the 
of the Public Accounts Committee held on the 14th 

Decem er, 1954, on the case referrpi to in para 4(g) of the 
Audit Report (Civil)-Advance payment by the High Commis- 
sioner for India in U.K.-Acquisition of Premises. 

Shri Nehru: 
I would like to make a fuller statement about this case and that, 

I think, will give a clear picture to the Committee of this transaction 
as a whole. Even before independence, the India House at Aldwych 
was not large enough to accommodate all the departments of the 
High Commission. After independence, military and other estab- 
lishments had to be added to the organisation, necessitating accom- 
modation having to be leased wherever available in London. The 
High Commission thus came to be in oecupatiw of about haif a dozen 
office buildings an lease for varying periods scattered all over 
London. Kot on1 y was this administratively inconvenient, but it 
made avoidable demands on the time of officers required for discus- 
sion at the India House. This isolation was also uneconomic and in- 
terfered with an  efficient administration of the various departments. 
The question of housing the entire establishment under a single roof 
had, therefore, naturally been engaging the attention of both the 
Gowrnmcnt of India and the High Commission for a long time. 

I n  19.19, the firgh Commissioner in London was negot~atin with 
Ihr owner o f  crv-tain bombdarnaged premises in Lelcester &uare 
for crwtlon o f  omce buildings for the High Commission at a rent of 
f20.000 per onnum. The transaction. however, did not materialise. 

;EItwnvh~lc~, one Mr. X, mode an alternative proposal to the 
I i ~ g h  Commission for tlic acquisition by the Government of India of 
tlw (;aivty Thcatrc The site w h c h  was almost contiguous with 
India Hou.w, was ide.rl for the purpose in view, India House. with the 
ad jscttn: C;,i~c,ly Theat rc rr.bu:lt as urtiw accummodat ion, would 
hnvc providtul ample aceommcxiaticsn for the present and the future 
needs of the IIigh Commission. The High Commissioner was na- 
turally ansiouu to acqulrc the site if possible. 

The sl t r  was held on lease from the London County Council by 
onis hlr - t c w t  of C 7 . W  p r  annum and rhu I ~ s e  had 
60 more years to run. Under the terms of the lease, the remises 
could bc u d  only 8s n theatre and for no other u-. 8 e  decid- 
ed. therrfurr, to mter  inlo nr%oriatronr wrth Rr .  x Mr. x had 
k e n  of rrsslstanct* to the High Cornmisiron In acqurrmg soma 
other property whtch he had improved in accordance with the Hi h 
Commisston% recauirements. He  was a salicifor connected with d e- 
velopment mrnpanm and a man of sound ilnancial stbdlng. The 
High Comrnrsioncr informed Mr. X ttmt he was pm ntd to use 
his good omcea to abtrrn from the L.C C. e lcarrc for 8 years with 
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permission for Mr. X to demolish the existing bullding, provid- 
ed that Mr. X agreed to drect a building according to the requirements 
of the High Commission. 

The High Commissioner could have carried on direct negotia- 
tions with the leswe. He decided. however, to use Mr. X 
as  an intermediary as direct negotiations would have disclosed the 
High Commission's interest in this property as a site for an office 
building. This would have attracted speculators, and raised the 
value of the property. It is not unusual in London for a develop- 
ment company to be used as an intermediary in such transactions to 
preserve anonymity. 

Mr. X arranged \tVith the lessee far  an option to purchase the 
property for S160.000. While negoti~tions w e r e z i n g  on. Mr. X 
re  resented to the High Commission on the 11th J y 1950 that an- 
ot [ er buyer had come lnto the field and unless the agreement for  
sale between him. i.e.. Mr. X and ;hc lessee was critercd into by 
3 P.M. the same day, the properly wo:~ld not bc available. Mr. X 
also said that the purchase price had already been raised to f170,OOO. 
The seller insisted on the agreement for sale being excxted  imme- 
diately and a deposit of f l';.OOO k i n g  made within an hour or so. 

This case was discussed by the High Commission :- with Mr. X 
in the presence of the Lcgal and Fmancial Adviscrs o f  thc 
High Commission. The lessee and his solicitcm were also present 
Mr. X said that he did not have suRicient funds lrnmcdiate!y t o  
make an advance of £17,000 to the lessee. He asked for a loan from 
the High Commission which was given to him with the concurrence 
of the Lcgal and Financlsl Advisers. Mr .  X hhad hc.:.ornca ~ h c  
Director 0.' a Development Company, v u . ,  Adh~l  Propcrt ips L~mitcd, 
that very day in order to put through this transaction. 

Certain precautions were taken by the High Commissioner to 
ensure that the money advanced to Mr. X was not lost. Pay- 
ment was made not to Mr. X but to the Ldc,ssc.ehs solicitors who 
held it as stake-holders. The agreement for sale was handed over 
for safe custody to the High Commission. Mr. X exmuted n 
promissory note and the High Cornmissioncr RitVc him an assurance 
that repayment would not be demanded for six wc*cks. The undcr- 
standing was that Mr. X would rcpag thc loan us SOOR as the 
High Commission had entrrtld into an agreement with him to build 
and to rent a part of the building, as this would give suflicient stand- 
ing to raise the nwessary finance. The agrecment for sale between 
Mr .  X and thc Iossec p r o v i d d  that the sale deed should 1 . ~ .  ~.xvcuted 
within 90 days. 

There was some delay in finalising the Agrc.emt!nt twtween Mr. 
X and the I-i~gh Commission for constructwn of a trliildtng tltc. 
This uva$ due to architwt:~  dc*sqms, cbc. not h t h g  epprowd. =Because 
of this delay, the sjili: deed tx:wccn Mr. X and the lcsst?c could 
not be concluded within the stipulated period. This period mipht 
ha\v been extended, but thti High Cornrnitisiont*r cornin to know that 
other devebpmtmt cornpanit5 wcre prupnrwl tcr  oficr b?lter t e r m  
than Mr. X. In  order* 40 gt.1 t h ~  pt-c,ix?rtv ijn tuqtpr tpyms, the 
EIlgh Commissioncr continucwl his onqitirwa with(,ut flnrrli~in the 
Agrn:m:i: v:!lh. M r .  X Aftcr sttmt. molirits. ~t a.ac d e c t d r l  ,on 
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, the advice of a leading lawyer to squeeze oQt Mr. X and to enter into 
agreement with another development company which was prepared 
to offer better terms. 

The negotiations continued till May, 1951, when the High Com- 
mission was informed by the Solicitors of the lessee that in the ab- 
sence of completion of the sale deed, the deposit of £17,000 had been 
forfeited. The lessee was not prepared to admit that the Government 
of India had any interest in the deposh. He offered, however, to 
execute a sale deed if the High Commissioner would carry out a con- 
tract by making a conveyance himself or through nominees and by 
paying the purchase price within three weeks. He also informed 
the High Commission that the mortgagees of the propert were pro- 
posing to exercise the power of sale conferred by the zortgsge. 

Before any further action could be taken, the mortgagee decided 
to foreclose the property. The deposit of 217,000 would not have 
been lost i f  the Agreement had been s.pncd w ~ t h  Mr X. There 
were good reasons for not signing thls Agreement. The deposit 
might also have been saved if negotiations had been finalised with 
some other dwclopment corcpany on the terms suggested bv the 
Icsscv. Unfortunately. the  mortgage tvas foreclosed before these 
negotiations were completed. There was some avoidable delay in 
final~sing either of these arrangements. There are no reasons to 
bel~eve tna t  actlnn iras no: bonn tide more particularly as the High 
Commissioner was acting all the time on the advice of his LRgal and 
Financial Advisers. 

Gorernhent  rcgret that a lor5 has k n  occasioned by the anxiety 
of the H q h  Conlmissioner on the one hand to acquire the lease of 
premiscs pre-eminently suitable for our requirements. on the other 
tn get thc most advantageous financial terms far  this transaction. 
C;ovt*rnnwnt aith satisfied, horrcver. that :he bibnu ,tides of :he Hlgh 
Comnlissioncr and other oWcers concerned are neither in doubt nor 
in dispute. They were actuated by the best of motwes. but, unfor- , 
tunately, thc sequence of events went against them which has now 
rcwlrlul ~n this loss. which has to be now written off. 



Proceedings of the TwentyMth Sitting of the Public Accounts 
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375. Para 17 of the Audrt Report (Ctc t l )  1952 .Part 1.-"Thr- Cam- 
mrttee took up constdpratlon of the note* submlttc9d by the Cabmat 
Secretariat as! desired by them on 23rd October, 1934 regarding the 
case dealt Gith in the para referred to above. The representative 

L . - . . -  _ _ " "-"-_ - . - ." . 



of the cabinet Secretariat regretted that ch a lapse should have 
'occurred but stated that since the case wa ? dealt with by the same 
officer with the A.G.C.R. the irregularity was not brought to the 
notice of the higher officers. The Committee were assured that a 
new procedure had been evolved which w o u v  prevent such irregu- 
larities in future. 

l t e m  120 of the Statement of Outstan$ing Recommendations. 

376. The Committee considered the resume* of the aaivities of the 
Central Statistical Organisation furnished by the Cabinet Secretariat 
in pursuance of the recommendation of the Public Accounts Com- 
mittee in Para 39 of their Seventh Report. The representative of the 
Secretariat cxplaincd how the C.S.O. was a focal point for collection 
o f  national and international statistics although it did not itself 
actually co l lc~t  the data directly. The State Statistical Bureaus 
were also helping the C.S.O. in this respect. He added that in other 
ctnmtrics also the Central Statistical Organisation was under the 
Cabinet Sccrctariat. Therc were two advantages in this v i z ,  that, 
b y  cc~ntral dil-rctlon, rt cnsurcd iln~fctrmity o f  stattstical bases and 
incirc;itors rn \he first place; and stw~ndly under the auspices ' ~ f  t he  
Cab~ncmt Sccrc.tari~i:, the data rollccttd u.ouid 'be assisc~~c! objcct:vcly. 
Hc-plying to a further question. !he reprdentative of the Cabinet 
Swr-tttariai stated that i t  5va.s no: right to say that t h e  wewrit acti- 
v i t ~ w  01 t t w  C.S .0  wt?rtB i k t  vnrinnrc w ~ t k  the objects of the  C.S.O. as 
cmeinally laid down nt t i re timr of demand for grants for this organi- 
zatlcm: but that n number o f  new lines crf acti\.ity had developed to 
stti t t hc prcscnt rt~quirrmcnts. 

377 Thtk Committrc thvn adjourned 
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Audit Report on the Accounts of the 1J.C. for 1953-54 and Report 
of the Inquiry Committee on the I.F.C. 

379. At the outset, the Committee asked the representative of 
the Ministry of Finance to make a few observations of a general 
nature in regard to the working of the Industrial Finance Corpora- 
tion with special reference as to why Government had not framed 
rules* so far under Section 42 of the Industrial Finance Corporation 
Act, 1948. The representative of the Ministry of Finance stated that 
the Corporation had already framed their regulationsf .under Sec- 
tion 43 of the above Act with the previous approval of the Gov- 
ernment of India. These regulations virtually covered all the 
ground that the rules, if framed, would have done. He added that 
they were now considering whether at this stage any special object 
would be served by framing rules. In reply to a question, he  stated 
that the regulations framed by the I.F.C. had been placed on the 
Table of the House and also published in the Gazette of India. The 
Committee, however, pointed out that the regulations were entirely 
distinct from the rules masmuch as the former were intended for 
regulating t h e  intcbrnal bus!nc,is of the Corporation while the latter 
were fur a wrdcr purpose. 

380. Continuing, the representative of the Ministry stated that 
the setting up of the Corporation in 1948 was a new experiment in 
the field of industrial finance in this country. It was perhaps, un- 
avoidable in the circumstances that the Board of the Corporation in 
thc d~scharge o f  ~ t s  d u w s  and the <;tww-nmcnt in the exerclse 3f 
the powers of chrectto~~ vestcvl tn i t  :n this mntlectlrm should in the 
first year of the working of the Corporation, be feeling their way, 
before definite principles and practices for the handling of loan 
applications were evolved and established. He added that Govern- 
mcx: had tlic bcnrfit of an exhaustive enquiry into the working of 
the Ctn-pration by the I.F.C. Enquiry Committee, and many of the 
valuable rtvommendations made by that Committee in its Report 
had already been accepted by Government and some of them in fact 
implemented. 

381. Referring to the comments made in the above Audit Report 
on the Accounts of the I.F.C., the representative of the Ministry of 
Finance informed the Committee that they had been cardulfy exa- 
mined by Government m d  action taken oa a number of them and 
certain other points were under consideration, ub.. growth of ad- 
ministrativc expenditure, def\n?tion of powers of the Managing 
Dimtot, exercise by tire Managing Direcbr af the powers of a p  
pofntment and promottan of Officers etc. He sssurtd the Committee 
that all the points made both in the Report of the Enquiry Cam- 
mlttm a d  the Audit Rcport had boen receiving very c reful atten- - 1 tlon In the Ministry of Finance (E.A. v a t )  d i was hopQd 
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that in view of the acticn taken and contemplated by Government 
the Corporation would fulfil the important purposes for whicfi it 
was constituted, in a far greater degree in future. 

382. The Committee then drew the attention to Para 2 of the 
Government Resolution on the Report of the Enquiry Committee 
and wanted to know whether they had since arrived at any Anal 
decision regarding the Sodepur Glass Works. In reply, the represen- 
tative of the Ministry of l inance stated that the Corporation had 
appointed a Negotiating Committee for disposal of the assets of the 
Company to the best advantage and suggested that the Committee 
should defer consideration of the matter for the present. The Com- 
mittee pointed out that it was 22 months past since the Enquiry 
Committee's Report was written and 14 months since the publication 
of the Government Resolution but nothing had happened. 

383. The Chairman of the I.F.C. assured the Committee that they 
were doing their best to expedite the final disposal of the property 
of the Sodepur Glass Works and thus avoid recurring expenses. In 
the earlier series of negotiations conducted for the disposal of pro- 
perty the intention was to protect the interest of the sharcholdcrs, 
other unsecured cred~tors and of the  Corpornt~on. Hc confessed 
that that took a few months, as they initially had h p c d  that i t  
would be poss~ble to get a deal like that But they came to the 
conclusion that ~t was not possible t o  du so. Thr. only way 111 which 
the Corporation's money could h c  partially s;1:vagt4 \vas thcrcforca 
to try to d ~ s p s e  of the prtqxrty For that purpose, again, they 
put out a pubtlc advr.rtisement, wlth a view to glv111g oppartiilltty 
to every o w  to bid for ~ t .  The tc*ndcrs rrce~vcd wcrc now undcr 
the consideratmn of the Segotiating Crrmmiltcr.. and he hoped that 
pretty soon a declsion would be reached In reply to a qucst~on. 
he stated that they thought of wo~krng the Company through some 
agency which ~vould protect all t h t w  varrous interests, but actual- 
ly when they came to deal with these a2pnclc.s. the tcrms c ~ . ,  on ' which such agencles ufcrc prepared to  cou;xratc u'crc such that they 
would not have protected ei-cn the Corpwation's own interests. 

384. Referring t n  the Audit comments that thc Managing 
Director exercised powers in exacss of those delc*gatc.d to him, the 
Committee asked the Chairman of the Corporation to explain what 
steps had t e n  taken to set matters right. H c  replied that the 
Board had since a s s d  a resolution to the effect that all terms and 
conditions of eat\ loan should he put up to the E x w u t ~ v e  Com- 
mit* for approval after the negotiations had been completed by 
the Managing Director, whereas under the old procedure on1 cer- 
tain main terms and conditions of the loan were ut to the L r d  
and the detailed terms were I ~ f t  to be negotiated y the Managing 
Direct or 

E 
0 . 

385. As regards .the ~ o n d  point regarding the exercire of 
powm, by the Man4ging Director. not delegatrd to him in the 
matter of promotiow of staff, ek. ,  the Chairman of the Corporation 
s2at.d that %ctually promotions ctc. took place mostly in the forma- 
tive years of the Corporation. For the last 18 months or so, them 
was hardly any case of transfer or promotion. Ex st ado o p  
proval of the Board to all the irrcplaritles and exer a r  se a 1 powpts 
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baacewofdel t i o n b y t h e M m  D l l e c t o r h o d : b e s r r d  I P ad, as in moat, u them cases, the ractors in the Execu*e 
dt tea  conflrzned, that they were informally :onsulted. The W 
man, I.F.C. adnsitted that decisions on many matters were news 
recorded in the minutes of the Board meetings in the z w  thW 
were now recording every decision of the Board. He er stated 
that the Executive Committee which was fun7tioning today had 
been in a c e  for tbe last 4 years. There was thus contfmtfty in 
the Committee. 

388. The representative of the Ministry of informed tho 
C d t t e e  that after the official Chairman came into position, he 
had mqie certain basic changes in the methods of transaction ob 
business of the Corporation. He added that &bough under the 
I.F.C. Act, the Chairman of the Board of Directont could not direct- 
ly take part in the Executive Committee (presided o v d  by the 
Managing Director) he was associating himself informally with 
t b  workin of the Executive Committee. The decisions of the 
Executive 8 ommittxe were s u b  uently placed before the Board. 
I .  the case of promotions, etc.. re 7 erred to above, the ex post fact0 
approval was considered both by the Executive Committee and the 
Board and was accepted by the latter. The Executive C o d -  
he added, met once a month. 

387. When asked by the Committee whether he was satisfled 
that in the case of promotions or advanae increments, there was 
no case of favouritism, he replied that he had not reviewed any 
past cases. 

388. A suggestion was made that the Committee might appoint a 
subcommittee to probe into the transaction relating to the Sode- 
pur Glass Works. The Chairman deferred consideration of this. 

389. The Committee wanted to know from the Mana 'ng Director 
whcthcr it was a fact that the payment of loan of % . 40 l a b  
sanctioned in favour of the Sadepur Glass Works was not disbursed 
to them even though they had executed the  mortgage deed and 
that the money was made available in driblets, causing harassment 

Agents and the consequent failure of the Bnn. 
rector of the Corporation stated that the loan to 

Works was sanctioned in December, 1948. After 
the sanction of the loan, it was discovered, while inyestigatin tbe 
Utle of the lnnd on which the factory was sited. that the land be- 
sides having bwn obtained from o minor, was not in the name of 
the loawe Company. In view of this. certain terms and condi- 
tions were impused in respect of the disbursement of the above 
loan. They were as under: Rs. 20 lakhs to be disbursed on the 
e w u t i o n  of the Mort rrgc Derd; Rs. 10 lakhs on the completion of 
the Dcwf of tronsfcr o F the lnnd in favour of the company and mort- 
ga c tt~errof to I??c Cnr vattoti? &. 3 lnkhs an l o t  Octobclt, lM9 
m 8 Rs. 5 lakhr nn 1st &\wntwr. 19-49 s u b j i t  to the condition that 
the last two tnl~itafrnmts of Rs. 5 lrskhs each woad mot be pafd to 
thc Company until the cxrvtrtion of the mortgage b the Company 
In firvour af the Corproticrn o f  the lands was d h p  ?? etd.. To over- 
come the dimculticra in tJlr title, the Corporation suggested to the 
Company ta move the Bihar Cowxnment tor acquiring the I d  . . 



in question under the. 
by the Bihar Government 
the first instalment oJ Rs. 

B 
He added that although the 
of the Corn any was not completed till June, 1951, the bulk of 
the loan ha been disbursed to the Company. 

390. After some discussion of the various aspects of the transac- 
tion, the Committee desired to be furnished with a detailed *note 
setting forth in chronological order the transactions relatin to the 
Sodepur Glass Works Ltd. till it was taken over by the ~ F . c .  as 
also the comments of the Government of India on the observations 
made in this case in the above Audit Report and Chapter VIII of 
the Report of the Enquiry Committee. 

r 
391. Thc Committee also desired to halve brief *notes on the  

following points :- 

* ( i )  1Y.x i t  correct t ha t  the C ~ m u s n y  was m a d ~  to pay Mr. 
Trasy retrospectively after forcing him as Genera1 
Manager on i t ?  

*(ii) Whether the Factory was closed twice due to lack of 
funds? 

*(iii) Appr~intment of Mr. Joshi as General Manager of Sodepur 
Glass Works. 

*(iv) Yere the capital requirements of the Sodepur Glass 
Kol-k;  gro~sly u:.derestimated and t h ~ t  no loan in fact 
s!?ould have been given? 

*(v\ When loans were made, whether the Company was satis- 
fied with the manner in  which loans were sanctioned? 

+(vi)  Sanction of additional loan of Rs. 16 lakhs to Jay 
En inwring U'orks Ltd., without awaiting the report 
of % inistry of Commerce and Industry. 

392. In reply to a further question, the Managing Director stated 
that there were about 30 applications for loan at present pend- 
ing with the Corporation. 

393. Referring to the recommendations made in the Enquiry Committee Report that the Director of the Corporation who had 
any interest in the industrial concern asking for a loan should dis- 
close his interest in the Cornpan , the Chairman of the Corpora- 
tion $stated that the Register t i at was prescribed under the 
Indian Corn anies Act did not provide for any such declurtiaa, 
so, they d to consider how in pptice thy were to tnlplcmmt ------ . - -  - . --.-- ..- .l.-v-' --- 

"See Appsadtx xL,VI. 
tsee AOpsndlx L.* 
f l e d  hpPLdh %v. 

I 
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this, w as to show the constant chan e8 in the shareho1dine;e d f the Direct&. Thase were the practica difBculties, he ob#srrred, 
whiah they wanted to wercome by swh pregcriptiom of forms, . 
etc., as were considered n e - m y .  

394. The Committee then drew attention of the brlinistry's 1.b 
presentative to the *note stating the casesewhere loans were sanc- 
tioned by the Corporation to certain new Industries without the 
recommendations of the Ministry of Commerce and Industry. The 
representative of the Ministry stated that it had been the general 
practice of the Corporation to refer z?ll first applications for loans 
received for Anancial assistance either to the Ministry of Com- 
merce or to the other appropriate Ministry in charge of 
lar industries, as for instance, the Ministry of Food and ~ gricul- m- 
ture in the case of application from sugar factories. In appro- 
priate cases, the Co ration also referred the case te  the C o d  
of Scientific and In T O  ustrial Research. Whatever the Ministries 
might say, it was finally for the Board to decide what wag the 
correct view to take. They might or might not accept the view 
given by the Ministry and the responsibility was entirely that of 
the Corporation. 

The Corn troller and Auditor-General suggested that it would 

S P be rudent or the Corporation while taking such decision to re- 
cot the reasons why the considered views of the Ministry of 
Commerce and Industry were disregarded. The representative of 
the Ministry of Finance agreed that the Corporation should in- 
variably record its reasons where it was in disagreement with the 
advice of the Ministry. 

395. The Committee then took up para 11 ( i )  of the Audit Re 
port relating to payment of law charges amounting to Rs. 2,000 
to an advocate of the Bombay High Court for drafting a reply to 
Chapter VTII of the En uiry Committee's reports regarding the 
Sadepur Glass Works. 80 written approval of the Board was 
availablc in this case. The representatives of th+ Jlinlstry of 
Finance, expressing his own personal view9 on this case, stated that 
he would not have regarded it as proper expenditure. 

396. Para 16 of the Audit  Report-Staff car.-The Committee were 
informid that the staff car tvhlch was sanctioned by the Exwutive 
Committee was purchased at a cost of about Rs. 20,000. It ww 
used by the Managing Mrertor exclusively. The maintenance 
the car by the Corporation for the exclusive use of the 

"6f 



s7* The c1rmnlw deeidd to m e  up * &lmidasrtbP 
of the Audit Report on the ~ccotjyrta of the I.F.C. at th&r meeting 
to be held on the 11th February, 1968. 

398. The Committee then adjourmd to meet again at 80-80 
A.M. on Wednesday, the 9th February, 1955. 
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Shri V. Subraman~an-Deputy Sccret4a(. 
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m - 1 .  
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INDUS"I'RfAL mmCE CORPORAnON 

Acrdu Report an the Acr0unt.s of t#u 1S.C. for 1- 
and Report of f3.C. BRqui?V Cumtni~kcr. 

At the o t ~ w t ,  the Cornmtttcr took up candderatron of tbe %mteaP 
furnid~ect by Ore Ministry of FLnancs. on the usriais points arLdn 
from the d6xugslons umhtch they had on the above nrenttoacd A tad? 
Rqwt and Repart of the E n q u e  Comrrpittee rt thdr meeting hdd 
oft thrh 8th Pebnury, 1935. 
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401. ( i )  paylent in dridtetrto ~odcpur  GZUS WOW which uw 
objected to by the General Manager also.-It was stated in the 
*note that the first instalment of the loan could not be aid to the 
Company until the ti& to the land had been estab &&?&The 
Committee wanted to know whether the land was also to be mort- 
ga ed along with the other assets of the company although the 
va f ue of the latter was in e w e s  of the loan roposed to be made. 1B The Chairman I.F.C. stated that it had been e invariable practice 
for the Corporation to take a mortgage not only on the plant and 
machinery but also on the land and the reason was very clear. SO 
far as a commercial advance was concerned, he pointed out it was 
primarily on, the stocks and stores that were being mandackugd 
all the time; the plant and machinery were just collateral assets 
that were pledged. As regards advances made by the I.F.C. it 
should be remembered that the advances were for 15 to 20 years 
and it might be that the whole plant and machinery might change 
hands within that period. So, if they were going to have a security 
on the basis of the plant and machinery. they must also secure the 
land; in that case there was no risk in the case of the land what- 
ever might happen to the plant and machinery. 

The Committee pointed out that in a concern like the Sodepur 
Glass Works, wh~ch was a golng twncern and w h ~ h  wanted a loan 
for carrying on its business, it should have been obvious to the 
Corporat~on that any delay in making the loan avaitable would 
only defeat the purpose of the Company to continue in production 
and thprt. ;id OCC'rir n t . - l ,  -12  - r a f  ;I vcnr *. "npb-r than a ycar. 
Secondly. as the land formed only a very small part of the total . assets of the Company. the Corporation should not have adopted 
that attitude for the sunple reason that the assets of the Company, 
excluding the land, might be more than ample to cover the entire 
loan that it was mak~ng. 

* 402. The representative of the Ministry of Fmancc (E.A. Da 
partmcnt) stated that the Corporation was fuUy conscious of the 
object with which ~t was establlshcd, namely, to try and assst the 
development of industries. But, at the same time, it had to bear in 
mind that it acted prudently. As far the investigatmn ~ n t o  the 
title, he observed that 11 was customary for the Corporat~on to m- 
vestigate into the t~tle of the properties to be mortgaged to tt as a 
security for the loan subwsquent to the formel sanction and it was 
after such venficatlon that the payment was made. 

403 Inviting the attention of the Comrnlttee to the fact that it 
was a statutory obligation on the Carporation "that no accoIXLzD0. 
dation can. be given unless it is secuPd by o suftkitnt mortgage . . . . . , . ", the Chsirman of the Corfiration mid thst the qu- 
tion really a- as to whether they should hove eonrcldered the 
a& machinery in the fgctary as a sufficient mawit for tbo YkE 
Th total assets. which the G m p y  b d  at tbat tLc,  he ad&d, 
were barely w6rkh Rs. 30 U h s  and the were also depswtclatsd 06 a. So whm Uug had to b v c  b. 40 (I to the -pang, 
bad to be c a r d 4  about the secarit Onar Wrq that the Corplol~ 
Joa, according to him, did was t xa t it tried to cmsuw ail* the time 

*& ApOssJdbr Xtvl 1 I' 



that the money that would be advanced was also covered 
quote margin. But in the present case, he admitted that it $2 
certainly cover a very safe margin even afteq taking into account 
the land. 

404. The Committee wondered why even after the land acq- 
tion roceedings had been completed, ~t d u  again insisted upon by 
the 8 orporation that the entry of the transfer of land should be 
made in t l l e  Zamindara book of the Bihar Governmtnt, a thing un- 
known in Bihar. Naturally it delayed the payment of the loan 
being made to the Company. The representative of the Ministry 
pointed out that they would look into the delay in the disBursement 
of loan while maklng a detailed enquiry into this case. 

405. The Committee then deslred to be furnished with a *not4 
stating the time-lag bet1.veen the issue of the Notificat~on regarding 
the acquislt~on of iand by the Bihar Government, the actual ex+ 
cution of mortgage deed and the grant and payment of the loan to 
the Sodepur Class Works, Ltd. 

406. I t  had k e n  further stated In the note under consideration 
arhat ~ h c  Corporation held back a sum of Rs. 14 l a b  out of the 
loan amount .,anc~ioned to the Sodepur Glass Works In order to 
meet urge-nt comm~tmcnts on behalf of :he Company an respect 
of wnges of labour ctc. The Committee wanted to know the cir- 
cunxitunees under ..vhlch the Corporation decrded to take such a 
step dnd thus mtcrfcre in the normai workmg of the Company. 
Thc Clmrman  of the Corpr~rafion stated that it had always been 
:hc  policy of rhc Corporat~on : # I  keep a wntmuous and close watch 
ovcr the aRatrs ot any I'on~panv wh;ch was a borrower and If they 
s o w  m y  stgns of waste or m!smanngt.ment, they mten~ened. Ha 
charged the maniigtamt*n! uf t he  Cunrpanp for not functioning pro- 
perly and s t a t 4  :hat shrs led the Corporation to dstrust  them, # 
time went on. m d  be mure cautmus 

407. h h f c m k r  of the Committee then drew attention to a letter 
;rddrr.ssed by &I/>.  Arther W. Schmd and Co,, Engrneerin COP. 
tractun, Ylrtsburgh which inter alio pointed uu: tha: liw %ode ur 
Glass Works with an investment of Rs 14 mm muid be wor &d 
to grve a profit of about Hs. 20 lakhs a year The Chairman of the 
Corporatrnn ~rtfor~ncui the C w m i t t w  in this connection Lhat &ere 
were quite n number of p p \ c  why wtam prepared to take over thc 
factory rf the Corporatian ndvturccd further money and took the 
risk of profit or loss etc. But this meant that not o d y  hd rht 
Corporatton to ensure the rapagrncnt of the money that was dm 
to the Corporrrtlon by the mslfirrgcrncnt al such persans who hsd 
no stoke m the- running of the bus~nem, but aim to advance mom 
funds* Continumg, he said. that the matter wos considered by tbe 
Corporatron in consultation with the Gwcmmyrt uad the view 
that had b n  taken was that 14 was not prudent to put tbe Cbr- 
poration m that pwition. The only o t l m  alternative, tbtmflors. 
war to dkipw of tbis factory. la thrt proms% d 9wm UY 
wwkt l i b  ur tAko cue of two wA@i &., Bristly &at f ~ c n r j l  



should go into production and second1 they were trying to get 
the p m s ~ c  retmn so tat as the Eoipomtion wPa conctrn~d. 
He assured We Comnietee that it was not in their interest to &is- 
pose of the factory a t  just a nominal price. 

408. In reply to a question, the Chairman expressed his inability 
to indicate the loss that would be caused as a result of disposal of 
tbe factory until they had concluded the negotiations. 

609. In reply to another question the Chairman of the. Corpora- 
tion informed the Committee that there was no export market for 
Indian glass products as caustic soda was one of the i edienb T whioh was used in the manufacture of sheet glass and or this. 
commodity they had to depend on the imported stuff which was 
sold at a very high price here. 

410. The Committee felt that the Ministry of -Finance should 
negotiate with the Minist of Production for taking over this con- 
cern and running it as a % tate Enterprise. While agreeing to exa- 
mine the suggestion made by the Committee, the representative of 
the Ministry polnted out that from the Corporation's point of view, 
either they had to agree to convert themselves into manufacturers 
or to aeucie to keep the factory going, in which case the K "Odd have to bear all the financial risks. The management in t at case 
would have no stake whatsoever and the running expenditure m ~ g h t  
be considerable. 

411. When asked whether apart from overcap1 talizat ion, there 
was no other technical difficulty in starting the factory, the Chair- 
man stated that it was so and that was the vrew of the experts also. 

412. The representative of the Ministry of Finance (E.A. Deport- 
meat) informed the Committee that while considering the drspogal 
of the factory, they had to ensure that while running it as a produc- 
tive unit, they &d not lose the benefit of the plant. He urged that 
this mubt be left to the Co ration and the Government to see 
what would be the most e cient agency through which it should 
UL L L .  

tr 
413. The Committee post ned further consideration of the 

Sodepur Glass Work case ti P" 1 such ttme as the Ministry of Finance 
submitted to them a detailed re rt after enquring into the ma& 
ter. The representative of the Ginistry undertook to complete 
this task as quickly as possible. 

414. The Committee then proceeded to take up consideration of 
the *note relating to Jay Engineering Works Ltd furnished by the 
Ministry of Finance. This Company was sanctioned an a d d i t i d  
loan of Rs. 10 lalths without awaiting the report of the Mi&try of 
Commerce and Industry, to whom a reference was made by the 
Corporation on the Z@d May, 1952, but no rep1 was sent by that i! Ministry in spite at twr, reminders dated thc Ath May and 4th 
Junrr, 1952. In the meantime, on the 4th June the &rporation 
asStrEd for a detailed npdrt hmn Dr. B. D. Kdelkar (who had rub 
reequently been appointed as*lndustrial Adviser ta the Government 
af India). Hk *report wan recc;.fved on the 20th dunt and &he - ----.- 

*See Appendix L e k 
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B16. Pma 16 of the Audit Repart--h~~huae o Stad Car-In 
rep1 to a uestion, the Managing Director, I.F. & . s t a W  that the. 
d c a r  ha% been purchased with the mission of the b t i v e  
Carmmtttee, bat its eetimated price ha d" not been recorded in the 
minutes of the relevant meeting of the Committee. Referring to 
tbc Audit caments, he stated tbst the car was 'primarily' nreant 
far his use only. 

416. Para 5(tv) oj the Audit Report-Re: punt of loan to Cero- 
mic Products Ltd.-In this case, the Ministry of Commerce and 
Industry did not rpeommd the grant of a loan to the Cerrrmic 
Prod- Ltd., in May. 53, as the samples of the products uf the 
Company were generally poor, although the expansion scheme d 

could be justifled from the 
view. " inistry added that a licence was 
Compan could p d  with its expansion 
tatiw o I the Ministry of Finance stakd that when apprised of the 
vim of the hlhbtry of Commerce and Industry, the Conr- 

y put in a further representation in June on the points rafsed 
k t h a t  Ministry and sent hvther samples of their products to them 
h e n  the matter was placed in August before the Licensing Corn 
mittee of the Government of India on which the Commerce and 
Industry Ministry as well as the Ministry of Finance were rep- 
sented, they observed that the expansion was justified which was 
a h  supported by the Development Wing of the Commerce and 
Industry Ministry. And this, the representative of the Ministry of 
Finance obuetvd,  nlcoai L U ~ ~ L  ulr u m u u r i c r  a u  u u ~ s u y  aucusuy 
had changed their original opinion. 

fnvtting his attention to the fact that in their letter dated the 
5th December. 1953, the Commerce and Industry Mincitry pointed 
out the p x  quality of the new samples as well, the Committee 
desired to know wh the sanction to the loan was still accorded. 
The representative o f the Ministry replied that the other Ministries 
were not consulted with reference to the merit of the grant of loans 
as those Ulnistries were not responsible for the ccumquenct2s. He 
added *at it was the busmess of the Corporation to grant loans, 
and the Mhkrtries were called uwn to give ~nly'technical advice. 

417. In reply to a question ahetber he had 'asked the M.na.gin(( 
Agents of the Sodc r Glass Works to s e w  discharge notices on 
the workers when factory was worlingeto its 405 eapdt)., the 
Managing Diretor. 1.EP.C. replied in the negative. The repasen- 
tatbe of the-Ministry, however, informed the Cornbittee that dur- --- ----. ---.l--- 
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ing a visit to the Factory early in February, 1983, the Managing 
IHrector saw for himself that even the current expenses of the fa* 
toxy were not being rnet by its production. On his return, he had 
consultations with the local Directors and with their concurrence 
and on their advice it was decided that the factory should be asked 
to dose down. The Mamging Director accordingly conveyed the 
decision to Lala Gurusaran Lal, Managing Agent of Sodepur Glass 
Works at a meeting held at CaIcutt. on the 24th February. The 
action taken by the Managing Director, he added, was subsequent- 
ly reported iz tne next meeting of the Executive Committee held 
on the 13th March and ratlfied by them. 

418. Para 15 of the Audit Repwt.Law Charges.-The Commit- 
tee were *informed that the payment of Rs. WOO/- to an advocate 
of Bombay High Court for drafting a reply to Cha ter VIII of the P I.F.C. Enquiry Committee Report dealing with the oan of Sodepur 
Glass Works, Ltd. was made by the Managing Director with the 
approval of the Board. 

419. Before the Committee rose, they were informed that the 
contract of the Managing Director with the I.F.C. was expiring on 
the 8th June, 1955 and it was not intended to renew it. 

420. The Committee then adjourned to meet again at 10-30 A.M. 
on the 12th February, 1955. 



* 
Proceedings of the Thirty-sixth Sitting of the Pubk Accounts 
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3. S M  S. N. Das. 
4. Shrirnati Amrnu 'Swarninadhan. 
5. Shri C. P. Gidwani. 
6. Shrimati Violet Alva. 
7. Shri P. S. Rajagopal Naidu. 
8. Diwan Chaman Lall. 
9. Shri Mohnrned Vallulla . 

10. Ski J.  V. K. Vallabharao. 

Shri A K. Chanda, Cmpttollm and Auditor-Grrrerai o j  
India. 

Shri P. C. P ~ d h i .  Additional Deputy Comptroller a d  
Atrditor-G~neral of India. 

Shri S. Venkataramanan, Accountant General, Central 
Revenues. 

Shri V. Subramanian-Deputy Secretary. 

Ministry af Ertornal Affairs 
Shri R. R. Pillai. I.C.S., Secretary G m a l .  
Shri R. K. Nehru, S.C.S., Foreign Secretary. 

Shti Prem W e n ,  l.CS., Joint Secretary. 

412. Audit Report (Ciail) , 1952--Parr I--Pcmp 4 ( b ) a W  
$1 Ex~htmgd C m  t b n  Alhcmco.--me Conmi- too)r up 
-de~,at.ian d p n o t c  reviewing UH whole 

mmlpulotlans not only by the Mead 
b of%,"&= 

167 



&aff attached thereto, referred to in this Para but also in the case 
of other Missions and their staff who had indulged in similar mal- 

ractices furnished by the Ministry of External Affairs (Appendix E XU) as desired by the Committee at their meeting held an the 
9th December, 1954. 1 

At +,k.c outset, the S~retmy-General explained to the Commit- 
tee the difficulties which the Government had to encounter in the 
initial stages while setting up the Indian Foreign Service and also 
referred to the unsettled and abnormal times which followed the 
last World War when there was a general absence of moral res- 
traint ir, the matter of drawal of Exchange Compensation Allowance. 
He added that it was only during the last year or two that they 
had received evidence of prevalence of mal-practices in such matters 
and they took effective action to stop them. They had appointed two 
Inspecting Officers whose function it was to go round the Missions 
and look into such and other matters. He assured the Committee 
that, as a result of this, things had improved. 

The Foreign Secretary then read out to the Committee another 
note giving a review of currency manipulations and other ir- 
regulnr!+ies committed by certain officers serving abroad and the 
action taken to prevent a recurrence of such cases (Annexure I).' 

423. When questioned about the nature of the punishment inflict- 
ed on the Head of the Mission referred to in the Audit Para, the 
Secretary-General informed the Committee, that the Weer con- 
cerned was reverted to a lower grade which meant a reduction of 
Rs. 6001- per month and furthe!: his promotion to higher posts was 
stopped for three years. I 1 

424. As regards the other Mission, in which case also there was 
a misinterpretation of the local currency regulations, as referred 
to in Para 12 of the Foreign Secretary's note referred to above 
(Annexure I), the Committee were informed that the Head of the 
Mission concerned who was not a Service Officer was called back 
berortt ut! LUOU~I IL  ue W U & ~  L1. 

Referring to the last sentence of Para 10 of the Foreign Secre- 
tary's note (Annexure I), the Committee wanted to know the 
number of other cases of currency manipulations which were under 
investigation. In reply the Foreign Secretary stated that the 
number of such cases was 11. 

425. The C. & A.G. suggested that in order to prevent the re- 
cuqence of such irregularities in future, the Foreign Allowances of 
the Officers .concerned should b e  fixed in the currency of the 
countries to wvch they were accredited. The Foreigii Secretary 
undertook to examine the suggestion. He said that the Inspectors 
of the Foreign SPhrice Inspectorate, which came into existence only 
some time ago had been assigned the first task of concentrating on 
the fixation of the Foreign Allowances in Rupees or in the local 
currency without making.any allowances for exchange compensation. 

426. The Committee then adjourned. I 

*See Appmdix LVIII _I_- 
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ANNEXURE I 4 

Statement ma& by Shli R. K. Nehru, F W ~ W  SemdW, at 
S W n g  of the Public Accounts Committee heideon Monday, the 28th 
March, 1955. 

Currency Manipulatio7~s 
At the last meeting of the Committee, some qumtions were 

asked about a case of currency manipulations ek., and I was asked 
to carry out a fuller review, of this particular case. 

2. This review has been carried out an8 a detailed note has 
been circulated to the Committee. I 

3. The Ministry of External Affairs fully appreciate the @aViW 
of this case. They are determined to do everything possible to 
raise the standards of the service and they realise that t y s  is a 
matter of the highest ublic interest. They also share the concern 
shown by members o ? the Committee and they welcome the sug- 
gestion that this case should be fully reviewed. 

4. The Committte has asked for information about the overdrawal 
of exchange compensation allowance, the recovery of the amounts 
ave~drawn and the action taken to prevent a recurrence of such 
cases. The Minist 's review has not been confined to these mat- 
ters, but has inch  ed all aspects of the case and of other similar 
cascs. 

2' 
A. Briefly, the position is that about three years ago, an inspec- 

tion took place of one of our Missions in a certain country and it 
was discovered that some of the ofacers stationed there, over a 
period of years, had indulged in certain irregularities:- 

(i) Remitting entire pay and allowances to India by RBI 
drafts and selling rupee cheques locally in the open 
market against their Indian accounts in order to obtain 
local currency at a much higher rate than the official 
rate, 

(i3) Drawing exchange compensation allowance on the basis 
of false certificates showing that part of their pay and 
allowances was drawn in the country of assignment, 
when in fact no part was drawn there and the entire 
amount was remitted to India for the purpose mentioned 
in sub-para (i). 

(iii) Drawing house rent, travelling allowance, medical ex- 
penses, etc., in rupees by means of demand drafts on 
India, instead of in local currency, with a view to 
selling rupee cheques later and obtaining larger amounts 
of local currency in the open market. 

6. All these irregular transactions and mal-practices were of the 
utmost gravity. Gravest of all was the practice of drawing ~ x -  
change compensation allowance on the basis of false certificates. 
The Ministry took a serious view of this casP and plnccd under 
suspension the Head of Mission concerned and ordered a depart- 
mental investigation to be carried out. As regazds the other 
omcers, the Ministry decided that similar investigations should 
take place latcr after a decision had been taken in the first case. 
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were put forward by the ofacer concern& 
them and, on the adbice of the UPSC, 

dismissal of this ofl3cer. The opcer 
concerned made a further appeal for the review of his case and 
for generous treatment and the whole position was examined again. 

8. In the c o w e  of this further examination fuller account was 
taken of the fact that there were similar reports in respect of one 

, or two other Missions. Also that in one or two casesain a neighbour- 
ing country, the sale of rupee cheques had been permitted in 
the mistaken belief that on balance, this was not open to objection. 
This seems to have encouraged the officers culicerned in the other 
Mission to resort to wider mal-practices. 

9. There were some other factors also, e.g., the general instabi- 
lity oi local currencies and the fact that other Missions were resorb 
ing to similar mal-practices. All these factors seem to have en- 
couraged the officers concerned to take advantage of every loophole 
to make illicit gains. 

10. These were considered to be extenuating factors, more parti- 
cularly as the previous record of the officer concerned was good. 
He had obviously yielded to temptation. Taking all these facts into 
account, the Ministry consulted the UPSC again about a 'less 
extreme punishment. The UPSC, on further consideration, agreed 
with this view and, on their advice, a less extreme punishment was 
imposed. As regards the other cases, a departmental investiga- 
tion is now in progress and a special officer is dealing with these 
cases. I 

11. One of the facts which was taken into account in imposing 
a less extreme punishment was that there were similar reports 
in respect of other Missions. These reports have now been fully 
examined. The Ministry are satisfied, on further enquiry, that 
in these cases, there was no instance of drawal of exchange compen- 
sation or of any other allowance on the basis of false certificates. 
All that happened was that in some cases, rupee cheques were held 
in the open market. I 

12. The Ministry are satisfied that, in one case, the local cur- 
rency regulations were misinterpreted and, in the case of this 
Mission, only one irregular transaction has been definitely esta- 
blished. In the case of the other Mission, there was also a 
misinterpretation of the local currency regulations, but there is 
more definite evidence that rupee cheques were being sold. This 
was being done with the approval of the Head of Mission whose 
services have since been terminated. 

13. The Committee also wanted to know the total amou11t of 
exchange compensation allowance which was overdrawn on the 
bHsis of false certificates. The amount is Rs. 15,600 and has been 
recovered in full. ' The Committee also put some questions about 
the reason for not taking criminal proceedings a t the &end-. 
The Ministry have explained the reason in t e note which hag 
already been cbculated (Appendix LWII) . P 

14. The Ministd take a serious view of the case. They are, 
however, satisfied that,' on balance, a less extreme puhfshment 



was appropriate and that this will have's deterrent 
effect. 1 1  I I 

15. The main concern of the ~inis t ry ' i s  to ensure that such 
mal-practices are not repeated. They have taken a number of 
steps in this direction, e.g., by clarifyng the instructions and bp 
setting up a strong Inspectorate which d l  be visiting all the 
Missions. ? 

lf. Within the Ministry itself, orgaj-kation and methods of 
wor are being improved. Although t h ~  extreme penalty was not 
imposed in the earlier case, as it occur s:d at a time when condi- 
tions were relatively unsettled, it is tkr-, Ministry's intention to 
take stronger action in regard to cases which may arise in future 
with a view to enforcing higher standarea of personal concluct which 
will be applied uniformly to all members of the service, irrespective 
of rank and position. , I 
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427. The Committee sat from 12 NOON to 1-30 P.M. 

MEMBERS 
2.'Shri T. N. Shgh 
3. Shri S. N. Das 
4. Shri Balwant Sinha Mehta 
5. Shrimati Ammu Swaminadhan 
6. Shri Amarnath Vidyalankar 
7. Shri S. V. Ramaswamy 
8. Shri U. C. Patnaik 
9. Shrimati Violet Alva 

10. Shri P. S. Rajagopal Naidu 
11. Shri Mohamed Valiulla. 

Shri A. K. Chanda, Comptroller and Auditor-General of 
zndicr. 

Shri P. C. Padhi, Additional Deputy Comptroller and AudG 
tor-Genetal of India. 

Shri B. K. T. Iengar, Chief Auditor, D a d a t  Valley Carc 
poration. 

Shri V. Subramanian-Deputy Secretary. 

Shri T. Sivasankar, Secretary, Ministry of Irrigation and 
Power. 

Shri P. S. Rau, Chairman, Damodar Valley Corporatoin, 
. Shri P. P. Vanna, Member, Damodur Valley Corporation. 

Shri S. M. Baherjee, Financial Advisor, Damodar Valley Cor- 
pora&n. 

Shri S. Gtnam,  Joint Secretary, Ministry of Finance. 
Shri H. S. Negi, Deputy Secretary, Ministry of Finance. 
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Ministry of Irrigation and W e r  

DAMODAR VALLEY CORPORATION 

428. The Committee took up consideration of the note regard- 
ing the high rates allowed to the contractors, Messrs. Hind Pate1 
and Co. on certain items of work done by them on Konar Dam 
(D.V.C.) submitted by the Ministry of Irrigation and Power and 
desired by the Committee at their meeting held on the 18th O c b  
ber, 1954 (Appendix XXXIII). 

429. The Committee referred to the statement made *by the 
D.V.C. in the above note that the present Corporation had reviewed 
the whole situation and had come to the conclusion that the find- 
ings of the Rau Committee were substantially correct, but in view 
of the varying estimates of overpayment arrived at  by different 
authorities at different times it was difficult for the Corporation 
at this stage to give a correct estimate of the volume of overpay- 
ments made, and enquired from Shri Varma, Member, D.V.C., who 
was also a Member of the previous Corporation, whether he had 
seen that note. Shri Varma replied in the negative. He, however, 
?dded, that that was the Corporation's view. 

The representative of the Ministry of Irrigation and Power 
drew the attention of the Committee to the evidence given by him 
at an earlier meeting when he had stated how the attempt made, 
to recover the amount overpaid by persuadinq the contractors 
(who were under no obli ation to accept arbitrabon) was not suu f cessful because of a stipu ation by the contractors that the Income- 
Tax authorities would accept the findings of the arbitrator as the 
basis for assessing the income-tax payable by them, which the 
Central Boa& of Revenue could not accept. No such stipulation 
was made by the contractors when the uestion of constituting ;t arbitration proceedings was first mooted. e further said that this 
question was discussed at the conference of the participating States 
and the view taken then was that, as many of the engineers who 
handled this contract had retired, no action was possible. The 
only thing that could be done now by the D.V.C., accordin to him, 
war to refer certain items to arbitration under a clause wkch was 
incorporated in the contract agreement, v k  when the quantity 
exceeded 20% of the contracted amount, then the D.V.C. was en- 
titled to a refund, by a scaling down of the rates. He added that 
the D.V.C. had accordingly made a claim kr a refund of h. 21 
lakhs. . 

430. The Committee observed that the )dint et issue was the 
overpayment made to the contractors on other counts (which both 
the Government of India and the D.V.C. had lil'eccpted now) and 
not to those covered by the agteement as mentided above and 
desired to know what active steps Government contemplated far 
recovering the amount either wholly or .in part. The representa- 
tive of the Ministry of Irrigation and Power obse- that in the 
light of the vie& expressed at  the Conference of the participating 
States, tbe Gavernment,of India had taken the decision that, with 
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a e  breakdown of arbitration talks, there was nothing that could 
be done about it. 

431. When asked about the attitude of the Ministry of Finance 
in this matter, the representative of that Ministry stated that al- 
&ough the Finance Ministry was apprised of the breakdown of 
the arbitration talks, no further proposals were received from the 
I & P Ministry; the Fiqance Ministry for its part, had not put for- 
ward any positive or concrete suggestions by which any portion of 
the amount or whole of it could be recovered. 

432. The representative of the Ministry of Irrigation and Power 
then read out to the Committee the relevant minutes of the Inter- 
State Ccmference at which it was agreed that the matter might be 
treated as closed as it was not possible to fix any individual respon- 
sibility on the D.V.C. He reiterated that in view of the decision 
taken at the above Conference, there was nothing which Govern- 
ment could do. 

433. The Committee desired to know why, although nothing 
was possible legally in Government's opinion for pursulng this case. 
they should not explore the possibilities of discussing the matter 
further with the contractors who were still continuing as Govern- 
ment contractors and reach some equitable settlement. In the al- 
ternative, it was always open to GovernnzenZi to take action against 
the contractors who had overcharged the Government either by 
Hacklisting them or removing them from the list of contractors 
eligible for Government contracts. The representative of the 
Ministry of Irrigation and Power stated that all that he could do 
was to ask the contractors to agree to arbitration without insisting 
on that stipulation which had previously resulted in the breakdown 
of Government's attempts for arbitration. 

434. In reply to a question, the representative of the Ministry 
of Finance stated that personally he would not agree with the view 
that though the contractor had been overpaid, they should take no 
action against him. 

435. When asked about the quantum of overpayment for which 
claim should be preferred against the contractor, the Auditor- 
General stated that the figure of Rs. 75 lakhs as arrived at by Audit 
might form the basis of discussions. The Committee, however, 
asked the Auditor-General to give details of the cases in which over- 
payments had been made to the contractor. 

436. A suggestion was also made that Government might bring 
forth legislation bedore Parliament on the lines of the one existim 
in America empowering them to review concluded contracts an% 
&ect a recovery when  there waci ti clear case of overpayment as 
had &pp&ne8 in this particular case. 

437. Referring the other items of overpayments, viZ, pay- 
ments at the same rates even when the quantities exceeded by 
20% of those c&tra@ed for, the Chairman, D.V.C. mid W rs tor 
as the Corporattoa. WM cgncuned, they had ma& it quite char that 
they m m  gab to m d  for the cgntractors. In fact, they had & % mdy put upq t  efr cldrtl aad the ccmtcpctors had mt f q m d  Ljr 
counter=claims also in pl)~suam of &a clause in thp ryreearcqrt 
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laying down that in the case of where there was difleer- 

* ence of opinion, the matter might be referred for arbitration. He 
added that they would shortly discuss the matter with the con- 
tractor. 

438. Before the Committee concluded, the representative of the 
Ministry of I & P undertook to follow the suggestion made by the 
Committee for negotiating with the contractor. 

439. The Committee then adjourned'to meet again on the 15th 
April, 1955. 



Proceeding of the Forty-ninth Sitting of the Public Accounts Com- 
mittee held on Monday, the 27tb June, 1955. 

t 

440. The Committee sat from 10 A.M. to 1 P.M. 

Shri B. Das-Chairman. 

MEMBERS 
2. &ri T. N. Singh 
3. Shri Ramananda Das 
4. Shri Shree Narayan Das 
5. Shri Amarnath Vidyalankar 
6. Shri S. V. Ramaswamy 
7. Shri Uma Charan Patnaik 
8. Shri C. P. Gidwani 
9. Shrimati Violet Alva 

,: 10. Shri Mohamed Valiulla. 

Shri A. K. Chanda, Comptroller and Auditor General of 
India. 

Shri S. Venkatararnanan, Accountant General, Central Reve- 
nues. 

Shri V. R. Mahadevan, Chief Audit Oficer, Food, Rehabilita- 
tion and Supply. 

Shri M. Sunder Raj-Deputy Secretary. 
Shri K. K. Das-Under Semetary. 

w 441. The Committee took up consideration of their Draft Fif- 
tenth Report on the Appropriation Accounts (Civil), 1950-51 etc., 
and approved Paras 1-49 thereof subjeet to certain additions and 
alterations here and there. 

442. The Committee desired that re-drafts of the following P a a o  
and sub-paras, of the above draft Report, as prepared in the light 
of their discussions, should be oirculated to them for considera#on 
of theit sitting to be held on the following day: 

Chapter I-htraduction-Para 2. 
Chapter IV+ (last sub-para) 49 [sub-parw (2) and @).I 

443. The Committee then adjourned till 10 A.M. on Tuesday, the 
28th June, 1855. 



Proceedinp of the Fiftieth Sitting of the Public Accounts committee 
held on Tuesday, the 28th June, 1955- 

PRESENT 
444. The Committee sat from 10 A.M. td 12-50 P.M. 

MEMBERS 
2. Shri T. N. Singh. 
3. Shri Ramananda Das. 
4. Shri Shree Narayan Das. 
5. Shrimati Ammu Swaminadhan. 
6. Shri Amarnath Vidyalankar. 
7. Shri S. V. Ramaswamy. 
8. Shri C. P. Gidwani. 
9. Shri U. M. Trivedi. 
10. Shrimati Violet Alva. 
11. Shri Ram Prasad Tamta. 
12. Shri Mohamed Valiulla. 

Shri A. K. Chanda, Comptroller and Auditor-Genmal of 
# India. 

Shri S. Venkataramanan, Accountant-General Central Reve- 
nues. I 

Shri V. R. Mahadevan, Chief Audit Officer, Food, Rehabilita- 
tion and Supply. 

Shri M. Sunder Raj-Deputy Secretary. 
Shri K. K. Das-Under Secretary. 

445. The Committee took up further consideration of their Draft 
Fifteenth Report on the Appropriation Accounts (Civil), 1950-51 etc. 

446. The Committee first considered re-draft of the undec ynen- 
tioned paras of the above draft Report and approved them: 

Para 2 
Para 38 (last sub-para). 

49 [sub-paras (2) and (3) .] 
447. The Committee then considered the Report of the sub- 

committee on 'Import and Sale of Japanese Cloth' and adopted it. 
It was decided that this Report should be embod* at the a p  
propriate place in Chapter IV of the Fifteenth .Report. 

448. The Committee then proceeded to take u{ consideration of 
Paras 80 to 86 of the Draft Fifteenth Report shy\ approved them 
subject to certain additions and alterations. 

449. The Committee then adjourned till lb A.M. on Wednesda~~ 
the 29th June, 1955. . 
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Prkeedhigs of the F:ft - 5 t  Sitting of the Public Accounts Com- ii mittee held on ednesday, the 29th June, 1855. 

450. The Committee sat from 10 A.M. to 12-15 P.M. 

Shri B. Das-Chairman. 

2. Shri T. N. Singh. 
3. Shri Shree Narayan Das. 
4. Shri Balwant Sinha Mehta. 
5. Shrimati Ammu Swaminadhan. 
6. Shri Amarnath Vidyalankar. 
7. ~ h r i  C. P. Gidwani. 
8. Shri U. M. Trivedi. 
9. Shrimati Violet Alva. 

10. Shri Ram Prasad Tamta . 
11. Shri Mohamed Valiulla. 

Shri A. K. Chanda, Comptroller and Auditor-General of 
Indi4. 

Shri S. Venkataramanan, Accountant-General Central Reve- 
nues. I 

Shri V. R. Mahadevan, Chief Audit Oficer, Food, Rehabilita- 
tion and Supply. 

Shri M. Sunder Raj-DepuEy Sccretcrty. 
Shri K. K. Das-Under Sewetczly. 

451. The Committee resumed wnsideration of their Draft 
Fifteenth Report and approved Paras 92-124 thereof subject to 
certaia additions and alterations. 

452. The Committee authorised the Chairman to si thdr r !t%Menth, Fourteeath and Fifteenth Peports as approved y then. 
453. This being tbe last sitting of the Committee of 195C9$, the 

Coanptroller and Audftor-General, referring to the work done by 
the M t t e e ,  data that be had been i m p r e d  with the ob- 
jective and impcssonal manner in which they had functioned w- 
dettered by party &tione. He further tributes to the 

ad the proceediap of the Coxunittee. 
aetirbg Cbhnan for the manner in which had conduct 

I 
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454. Shri ~ i d $ a n i  then moved the followbg Resolution which 
was unanimously adopted: - 9 

"The Public Accounts Committee record their deep appre- 
ciation of the services of Shri B. Das, their Chairman 
and express their gratitude to him ,for the able and 
splendid guidance that he gave to the Members in the 
discharge of their duties. The Committee wish him 
long and happy life". 8 

Shri Tamta then moved the following amendment to the above 
Resolution which too was unanimously adopted: 

"The Committee feel that the retirement of Shri B. Das 
from the Chairmanship of the Committee would, be an 
irreparable loss to the Public Accounts Committee." 

455. Shri Singh also praised the Chairman for the guidance 
which he had always been giving to the Members of the Commit- 
tee. 

456. The Chairman while thanking the Members and the 
Auditor-General for the sentiments expressed towards him ex- 
pressed the hope that the Public Accounts Committee would 
establish the real traditions leading to the purity and honesty of the 
Administration. I 

457. The Committee then adjourned sine die. 



APPENDICES 







pow to unde.rtake d h g  the year and 
the tinanclai stde of such activities. The 
present system of preparation and scru- 
tiny of estimates should be overhauled 
thoroughly and a methodical and syste- 
matic procedure devised whereby the 
budget is prepared on a more accurate 
data which is duly 'vetted' by both the 
administrative and financial authorities. 

( i t )  The Ministry of Finance should asso- 
ciate itself with the adrninistrarive 
Ministry concerned from the very in- 
ception of the preparation of the budget 
estimates and assist them in coming 
to proper decisions rather than sit on 
judgement over their proposals. 

6 1949-50 (VII) . 15 All Ministries except Each Ministry should organise a cell within 
Ministry of W. H. their framework for exercising control 
It S .  over expenditure in awrdance with the 

budgetary grants as well as for prompt 
and satisfactory disposal of audit objec- 
tions and the implementation of the re- 
comm+dations of the Public Accounts 
Cornmtttee. 

The Ministry of Finance (R & E.) have 
stated : 
"Noted. Satisfactory arrangements 

exist in this D e p m  for at- 
tending to these Items of wark." 

The Ministrhs of E. A ; Food, 
and Agrtculture (Food Diyn.); 
Transport and I. d B. hav? subrmttd 
a note each. (See Appendtx LWXIJ, 
XIX, WUU(IV, LXXXIII). 

The Ministry of Labour &ve stated : 
"A separate Budget and +counts 

Section has been established to 
attend to the items of work 
described by the Committee." 

The Ministries of N. R. Or S. R., Pro- 
dudon, I. & P. and Cornmeroc md 
Industry, ctc. have opened ~ p a r a t c  
Budget Branches. 

The Ministries of Railways, Communi- 
cations, Law, Home Affairs, etc. have 



The D. G. P. & T. has stned : 
"Such a cell already exists in the 
P. & T. Directorate." 

The Ministry of Rehabilitation have 
stated : 
"This s being amplied with". 

7 19@-49 (I) . 18 F h w  . . In order to check the tendency of the spend- The Ministry of Finance (E.A.) have 
ing authorities to incur expenditure In submitted a note (See Bppenifix 11). 

All other Ministries excess of the sanctioned grants or app? The Ministries of Rehabil~taion, Food 
prtjtlons, it is essential that the Mintstrres and Agriculture (Food Divisidn), - 
In g~ncral, and the Ministry of Finance in Transport, Conunerce and Industry, 
part~cular, should devlse measures urgent- External Atfairs, I. and B. etc. have 
ly whereby expenditure under each grant submitted notes. 
and sukhead under that grant is b m k d  (See Appendices LXXXV, XIX, 
~rnmedutely a f t a ~ t  is incurred. The pro- LXXXVI, LXXXVII, LXXXVIII and 

ss of expenditure ghoul! be watched LXXXIII) 
u pfthc author$' admmsterlg the Want Th, Miniitgl of Labour have stated : a 

so that before mcurring further expend;- "Action on the lines indialted by the 
tw, it should ensure that the f ~ s h  ex- Committee h3s already been 
penditure is within tht  limit of sanct~oned taken and the fact no~ified to the 
a l l o m t .  This is of course without Lok Sabha Secretariat." 
prejudice to the legitimate use of the COX 
tingoncy Fund. The Ministry of N. R. & S. R. have 

stated : 
"This Ministry has been obtaining 

progressive montnly expenditure 
statements from the bulgzting 
authorities with a v im to watching ' 
that expendjfure does not outrun 
thz grant. 

The Minispies of Home Affairs and 
Commun~cations have stated : 
"Steps have already been tcken to 

see that the expenditure is booked 
accurately. Constant watch op 
the progress of expenditure - IS 
being kept." 





Finance . In regard to proper utilization of the grants 
made to the State Governments, etc. for 

-911 other Ministries various Development schemes launched 
by them, the Central Government should 
conduct broad checks to sac that the ob- 
jectives with which such allocations are 
made are achieved as intended and within 
the wte laid down. 

The Ministry of Labour have stated : 
"Reconciliation Statements are being 

regularly received from the W o u s  
authorities and entered in a spccid 
register maintained for the purpoac." 

The D. G. P. & T. have stated as below: 
"Necessary instructions haye been 

issued in the mattrr. Tb, 
question of transfer of responsibim - 
for ke ing accounts from the A. G. 
P. & y. to the I?. G. P. & T. 
is under the consideration of the 
Government". 

The Ministry of Finance (E.A.) have 
stated as below : 

"Half yearly r rts are being re- 
ceived from various States in 
respect of development projects etc. 
receiving Central Assistance indicat- 
ing the progress of the work and 
expenditure." 

The Ministries of N. R. and S. R., 
Commerce and Industry, Food ood 
Agriculture etc. have noted. 

The Ministries of Rehabilitation, Trans- 
port, W. H. & S. and Defence have 
submitted a note each. (See A p  

ndices XCIV, XCV, XCVI end Fmrr. - - - - - - - 
The Ministry of Communications hove 

stated : 
"The subjects administered by thwe 

organisations are Central ones a d  PI 
sucb no y t  is msde to State 
Governments. 



Do. . 

?;he Ministry of hformation anti 
Broadcasting have stated t 

"This Ministry does not make any 
grants to State Governments for any 
development schemes." 

The Ministry of States have stated as 
below : 

"Noted for guidance. Sufficient , 
checks have been provided to see 
that the grants are spent by the State 
Governments for the purposes for 
which they have been sanctioned. 
The Finance Ministry's advice is 
taken from time to time regarding 
the further checks to be prescribed." 

The Ministries of Home Affairs and 
Labour have fqrwarded-copies of the 
recommendations to all concerned 
for necessary action. 

In all cases of misuse of public money, rech- 
less disregard of financial rules, extra- 
vagances and losses resulting from negli- 
gence of officials, responsibility should 
bc fixed on the individual offiers andthe 
Ministry conccrned. The Administra- 
tire Ministry should not content itself 
mercly with passing strictures against the 
officers concerned but should take some 
positive action against them for wastes of 
public funds -caused through their wil- 
ful actions or contributory negligence. 
In order to tone u p  administrative inte- 
grity and efficiency, it is absolutely es- 
sential that oflicials foynd guilty of such 
acts are dealt with promptly and severely. 
Officers responsible for failing to take 
action or delaying action against the de- 
linquent officials should also be suitably 
punished. 

Y 

The Ministry of Finance (R.& E. 
have submitted a Memo. (See Appuq 
dix LIV). 

The Ministries og Rehabilitiaion, Pra- 
duction, Commerce and Industry, 
etc. have noted the recommendation - 

The Ministries of Food Agriculture 
and Transport have submitted a note 
each. (See Appendices XCVIII and 
XCIX). 

The Ministries of Home W r s ,  W&. 
& S. and States have noted the re- 
commendations and brought it to the 
wtice of all concerned for careful - 
note and compliance. 

The D. G. P. & T. have stated : 
"Necessary instructions have already - 
been issued. 



. - ------.- 
I a 3 4 S 6 

The Ministry of Defence have s m d :  
"Action is invariably taken i W b t  

offending officials as also &st 
those who fail or delay to tdre 
appropriate a$on asainst d c h -  
quent officials. 

The Ministry of Infarmation alld 
Broadcasting have stated : . "Noted. Extracts have beon lor- 
warded to oGr units and copiet 
supplied to Branches for Information 
and guidance." 

The Ministry of Labour have stated : 
"Instructions already issued by the . Ministry of Finance in this regard 

have been circulated to all COWXITI- (% 
ed." 

The Ministry of Railways have noted. 
rx 1949-50 (VII) . 27 Finance The finnncial effect of any relaxation of the The Ministry of Finance (R. 81 E.) have 

specifications in a contract should be taken issued suitable instructions to .11 
All other Ministries into account before it is agreed to ; Ministries. 

the contracts should be bushes like and The Ministries of Transport, Com- 
the drawing Officers should exercise every munications, Rehabilitation, etc. 

ssible care, vigilance and prudence have noted the recommendation. - 
cfore they commit the Government to The Ministry of Railwarn h e  
any financial embarrassment. Any de- issued necessary insfructions to 
parture from rules of procedure should Railway Administratron. 
not be permitted at all as it paves the way The Ministries of Food & Agridture, 
for all kinds of evils and consequential Commerce & Industry, Home 
losses, h d s ,  embezzlements, thefts, W. H. 81 S., States and Labaur & 
~ilferagcs, bribery and corruption. noted the recommendltion and issued 

suitable instructions to all the attPChCd 
w d  qubordinate o@as un&r thcia, 







17 Do. . . 162 

Do. . 

Do. 

21 Do. : - 143 Do. . 
* *  # 

22 1949-50 (VII) . 80 Finance - 
All other ministries 

A Fotc s'al'rp t fe  sfcyr- t a k n  by Govern- The Ministry of Finance (E.A.) have 
ment to revise the charges for printing of submitted a Memorandum to the 
stamps to meet the rising cost should be Committee. (See Appendix CHI). 
submitted to the Committee. 

The Committee should be apprised of the The Ministry of Finance (R. & E.) have 
detailed procedure laid down by the submitted a Memorandum (See Ap- 
Ministry of Finance in regard to the ex- pendix CIV). 
pcditious disposal of audit objecticms 
pursuant to the recommendations con- - 
tained in para. 38 of the First Report 
(1951-52). 

The Ministry of ~ i n a k c e  should present to The P. A. C. (1953-54) have already 
the Public Accounts Committee a skeleton approved the skeleton forms for- 
of the form devised in consultation with warded by the Ministry of Finance 
the Comptroller add Auditor-General and asked them to take up  compilation 
in which the Accounts embracing the of the Accounts in question. 
receipts and debts sides will be prepared 
to enable the Committee to make an early 
start in the matter of scrutinising the 
Receipts and Borrowing sides of the 
Accounts. 

The Pakistan Government should be per- Noted. 
waded to pay the first two in.qtalments of 
its partition debt to India amounting to 
Rs. 18 crores during the current financial 
year. . 

A note setting forth the salient featuree of The hl inis tv of Finance (R. & E.) have 
the accnunting p r d u r e  followed on submitted a rev~sed note. (See .+ 
the Bhakra-Nangal Project after getting pendix CV). 
it vetted by Audit should be furnished. 

( i )  The clcmcnt of interest on capital outlay The  Ministry of Finance (R. & E.) have 
and other overhead charges involvcd in stated as below : 
the running of a particular scheme st~ould "T11~ recommendation is accepted in 
be taken intct account w i l e  calculating principle and the procedure for its 
the amount of profit or loss accruing implementation wiM be settled in 
therefrom. consultat ion with the Comptroller - 

and Auditor-General". 



.. - 
(ii) No depatture should be made from the The -Ministry of Information and 

commercial trading principles in the case Broadcasting have stated : 
of all trading operations undertaken by "Extracts have been given to Director 
the State. General, All India Radio, and Branch 

concemed for guidance." 
The Ministries of Transport and Food 

& Agriculture each have submitted a 
note. (See AppendicesCVE and CVII). 

The Ministries of Rehabilitation, N.R 
& S.R., D.G.P. & T., etc., have noted 
the recomrnendatfr,ns. 

The Ministry of Commerce & Industry 
and Ministry of Production have 
stated. 

"The subordinate organisations have 
been asked to take the element of 3 
interest into accoEt while arriving 
at the find results. 

The Ministries of Home AEah end 
States have stated: 

"Inst~ctions from the Finana Minis- 
try are awaited". 

The Ministry of Information and 
Broadcasting have stated : 

"Extracts have been given to Diramr 
General, All India Radio, and Branch 
concerned for guidance." - 

The Ministry of Railways have stated : 
"The extant orders already provide 

for the inclusion of the tlemcnt of 
interest on Capital. Ou*y and o h  
over-head charges m amving at the 
net saving or increase in revenue for 
the purpose of judging the remzme- 
rativeness of schema". . 
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(iii) All other ~ i n i s t h  ah0 u e  charged The Ministry of Defence have stated : 
with the huge 8pendiw of public mon- "This syst,? is in vogue d r c a d ~  in * 
eys ahould consider the early introduction M.E.S. 
of the AdmInietratire Audlt rystem. 

The Ministry of Hedth have stated : 
"The qucstion of introduction of ad- 

ministrative audit sy~tem in the 
Medical Stores Depots was consider- 
ed in consultation with the D.G.H.S. 
I t  was stated by .him that there was 
already an extenstve system of checks 
by the Depots Accountants, concur- 
rent audit party and stock verifiers, 
besides the periodical examinations 
carried out by the officers of the 
Depots. The D.G.H.S. was t h h -  
fore of the opinion that the intro- 
duction of the administrative audit 
system in the Depots was not neces- 
sary. The Ministry of Finance who ,,., 
was approached for their advice in 3 the matter stated that the introduc- 
tion of the system in other l a w  
spending d e p k e n t s  ~&uld--. & 
considered by Government later in 
the light of the nxperience gained by 
the working o r  the system in the 
C.P.W.D. where it is being tried in 
the &st instance in the Civil side." 

The Ministry of Information and. 
Broadcasting have stated : 

"The two or sations in the I. & B. F Ministry w ~ c h  undertake 1 scale . 
expenditure are AIR., &Tb 
Division. Recently a ~ a i o r  I. A. 
& A. S. Officer has been appointed - 

Officer on Special Duty to review 
the accounting procedure In both- 
the organisations. The question of - 
introducing administrative audit 

- .- 



& u m  will be examined further 
on receipt of Officer on Specid 
Duty's recommendations." 

The D. G., P. & T. and the Ministry of 
Health have stated : 

"The matter is under consideration." 
The Ministry of Food & Agriculture and 

the Ministry of Rehabilitation b e  
noted the recqmmendations. 

The Ministry of Transport have stated : 
"This Ministry is not charged with 
huge spending of public moneys and - 
as such do not require any in- (Sb 
duction of the Administrative Audit 
system." 

The Ministry of Communications have 
stated : 
"Necessary instructions indicD 
precisely the lines on which a 
a system is to be introduced awit- 
ed from the Ministry of F-/* 

The Ministry of Railways h v e  sttcd : 
"This is already in vogue on tbe RdE. 
ways as the organisation of the Pi- . 
cia1 Adviser and the Chief 
Officer forms part of the 
Administration under the G e d  
Maanger.'' 

The Ministry of Labour have n d  
the recommendation and bra-t 
it to the notice of all cow-. 





1949-50 (111) 5 Flnrnce . The Comptroller and Auditor-General Th% Ministry of Finance (E.A.) have should have the right to audlt the cxpen- stated as below : 
diture of the State-sponsored concerns by "The Committee's recommendation 
whatever name they may be called, be- is noted and will be borne 
cause they are Ananad from the Conso- in mind when the powers and duties 
lidated Fund. of the Comptroller and Auditor- 

General are prescribed by Law 
under Article 149 of &e Consti- 
tuition." 

\ 

31 1948-49(I). . 1( 
and 

1949-90 (111) - 3 

Do. . . Corporations for thr mana8emcnt of The Ministry of F inace  (R. & E.) have 
Government industrial undertakings ohould stated : 
be u t  up under the authority of Act0 pan- "Thio is under examination and a 
sed by Parliament. report will, be submitted as early 

M possibl-. 

The Ministry of Production have 
a note-Seu Appendix LIII. submined 

2- 

Do. . Urgent steps should be tnken by the Govern- The Ministry of Finance (E.A.) have 
ments concerned to relieve the Audit stated : 
Departments of pre-audit and payment "This has been accepted in principle 
work. by Government. The A. G. C. R. 

has slnce been relieved of payment 
work. 'The Comptroller and Auditor- 
General is in correspondence with the 
State Governments about the - 
transfer of the treasury work, 

3f. 1 ~ 8 - 4 9  (r) . rqi i)  &rnmerce and In- The decision to waive the recovery 'of the A nott he8 been submitted to the Cam- 
dustry. amom t from the officer concerned for rnittee. (See Appendix CX). 

having utilued h e  cars from a pool of cars 
for prlvate purposes in the case referred to 
in para. 23 (c) of the Audit Report (Civil) 
1950, was not correct. The officer should 



33 Do. 

34 Do. . 
C 

not have been tre:ted leniently when 
there u7:~s a prima f&e charge of malfea- 
sance aginst him. A thorough investi- 
gatitm shwld be made by the Ministry 
in all thc charges levelled against him and 
a rcport submi:ted to the Committee. 

With refercnw to the case refcrrcd to in 
norc 2 ::t page 1 0 5  of the Apprvpriation 
Accounts !Civil], 1948-49, the action 
taken again71 the c.fficer concerned should 
be reported to the Committee. 

Action taken to prevent continued loss on 
amount c.f fees for Depesits nnd Regktra- 
tions of Trade Marks should be repcrted 
to the Committee. 

The results of the investigation promised 
to be made hy the Secretary to the Minis- 

. try in the case involving lezkage of the 
Government decision regarding levy of 
increased export duty on oil seeds before 
the issue of Government Communique 
should be reported to the Committee. 

A note sctring forth the steps taken to pre- 
vent such lcakagm which had serrous 
repercussions not only on the trade but 
also resulted in loss of revenue should also 
be furnished. 

Do. . . Action taken to improve the st2te of affairs 
existing in the Library attached to the 
Office of the U. G., Commercial Intclli- 
gencr and Statistics, Calcutta, as also 
the measures proposcd for pooling all 
available statistical data in one plam 
should be reported. 

It  should also be stated whethcr the officer 
concerned has been granted further ex- 
tension of servrcc and, if so, for what 
pcriod. 

A nqte has been submitted t o  the Corn. 
mlttee (See Appendix (2x1;. - 

A note has been submitted t o  the 6 
mitt= (See Appendix CXII). 

A note has ken submi.ted to  the 
mit tee--(See Appendix CXIII). 

6 8 
W 

. 
A revised note has been eubmirted to 
the Committ&See Appendix CXIV). 





Do. 

Do. . . 24 Home Affairs . 

Do. . . Para.30f Commerce and In- 
the Intrcr dustry. 
duction 
of the Finance . 
Pounh 
Report. 

44 1948-49 (1) . . 58 Production . . 

Step  be taken without any further The  ini is try of Commm~ and 1 n d d  
loss of tame to recover the sum of Rs. r5 has stated as below : 
hkhs outstanding from Messrs. Banwari "As regards recovery of-&. 15 lnLhr 
La1 dr Co. The expediency of institu- from Messru. Banwan La1 & Co. 
tin8 legal prOcccdings against the firm it has been decided to refir t+ 
should Jso be considered. matter to arb~tratton. Thts 18 

also covered by the statanent ref- 
Fed to against item qo above." 

4w 

The l o o s e ~ s  of procxdure which was res- A note has been submitted to the Com- 
ponsible m the present case for the even- mittee (See Appendix LXXIV). 
t ~ p l  loss of over half a more of rupees 
to the Public Exchequer should be in- 
vestigated by Government immediately 
and clear instructions laid down for future 
for the examination of proposals involv- 
ing huge financial commitxp+ts at 
a11 levels, namely, Cabmet, M~rusterlal 
and Secretarial. 

The C o d n e e  may be informed whether, 
the & r P n d  posit1011 of Messn. Banwar1 
Lol & Co. had been ascertained before 
the cloth was sold to them and on what 
referenca and guarantees the transaction 
was entered into with them. The Judi- 
cial Committee rrcomm~~ded to investi- 
gate into the handling of the whole trans- 
action should also en u i ~  whether the 
b d . 1  standing pf k Company had 
been pro rly vcrrfkd by the Officers 
conce&forc mering into any busi- 
n c ~ s  deolrngs with it. 

CJ The Ministry of Commera and Indus- 0 
try have stated as below : w 
"This item is also covered .by tht 
Statement referred to undv item 40 
above". - 

Government should conrider the question A note has been submitted to the Corn- 
of capitahi the amount of losses incur- mime (See Appendix CXVIII). 
red duo to X hd of covered acmnqo- 
dation for tk storage of salt by provid- 
ing necessary shelter for tha purpose. 



Do. . 

129 Production The Ministry should consider the desirabi- A ;?te has been submitted to  the Com- 
lity of contributing the balances lying in mlttee. (See Appendix CXIX). 
thc Coal Production Fund to the Coal 
Mines Stowin Board. The  amount of 
balance in the Fund should also be report- 
ed to the Committee. 

a, 

7 I Do. . . Whenever any statement is made before The Ministry of Information and 
the Commlttec, it should be based on Broadcasting have noted the r&m- 

A11 other Ministries facts and figures. mendation and- given extracts to  
Branches for guidance. 

The Ministries of Railways, Rehabilits- 
tjon, Food and Agriculture, Produc- 
tlon etc. have noted the recom- 
mendation. bJ 

The Ministry of Labour have noted g 
the recommendation and brought it  
to  the notice of all concerned. . 

. 72 Productivn . . With a view to the speeding up of inter- A note has been submitted to  the Corn- 
departmental adjustments for coal sup- mittee (See Appendix CXX). 
plied to the Government. Departments, 
the Ministry should simpl~fy !he method 
of recovery in consultation wlth the Coal 
Commissioner and the Controller of Coal 
Accounts. 

II 

. 73 Production . . With rcfcrence to the rcview on the Scheme A note has been submitted to  the Com- 
for the production and supply of coal mittee (See Appendix CXXI). 
containe3 at page 615 of the Appropria- 
tion Accounts (Civil), 1949-50, the Com- 
mittee should be informed of the exact 
amount that was remitted by Mcssrs. 
Sir Lindsay Parkinson & Co. Ltd., abroad 
behw they went into liquidation. 



Do. A note stating t k  .lrt&t position in r + d  A note has beem submitted to the w- 
to the price of rndigenous Pen~dllln as mlttee. (See Appendix CXXII). 4 

compared with the imported Penicillin 
should be submitted to the Committee 
at the time they take up consideration of 
the Appropriation Accounts for 1951-52. 

25 Works, Housing and In order to prevent any lose of public mon- The Ministw of W. H. dr S. have sub- 
Supply. eys, Government should consider the =- mitted a note. (See A p p c n e  _ 

pediency of black-listing such of the con- CXXIII). 
A11 other Ministries tracton who fail to refund the amount prid The Mlnistry of Finance have issued 

to them in excess and a list containing neaessary instructions so far as o m -  
their names and addrmrer marked 'Secret* nisations under the Economic Affairs 
should be circularimxl to all the Ministries Department are concerned. 
of the Government of India at frequent The Ministria of Food and Agricul- 
intervals. tute, Production, Commerce and In- 

dustry, Rehabilitation etc. have noted 
the r-endarims. 

The M i s q  of Defence have stated : 
"Appropriate anion IS being toLen 

in the case of A.S.C. and M.E.S. a~ 
contracts with which the Minir- 
try are concerned". 

The Ministry of Information and 
Broadcasting have stated : 
c c E x t ~ c t ~  have- btcn forwarded to 
units and copia supplied to Brancha 
for guidance." 

The Ministry of Transpost have stated : 
"Noted. So far as Rods Organisatim 
is concerned, the road wodu 
sanctioned bv the Roads O m m -  
tion uc exc&ted through the &I%& 
ofthe C.P.W.D. or Snte P.W.D. 
The contracts arc, therefore, let out 
1;Dy these Depertments and not by 
this Ministry." 

---- ---- 

**1949-50 (VII) (11) denotes Part I1 of the Seventh Report of the PAC. on the Account: (Civil), 1pqg50 etc. 





The Ministry of Information rria 
Broadcasting have stated : 
"Extracts have been forwarded to 
units for reporting cases if any". 

The  Ministry of External Affairs h.ve 
stated as below : 
"This matter is under consideration. 
A detailed note explaining the ar- 
rangement aimed at will be sent to 4 

the P.A.C.". 
The Partition isecretariat bas stated 

as below : 
"The Partition Council had laid down 

a p r d u r e  for dealing with the 
employees against whom disciplinary 
proceedings were pending on the date 
of partition. The decisions were 
communicated to all Mjnistria from 
time to time. 

j2 1949-50 (V[Ij . 47 W h s ,  k[ousing and With reference to the case referred to in para The enquiries haw been completed 
Supply. rq(b) of the Audit Report (Civil), 1951,  the note has been submitted to  t k  

the enquiry promised to be made as to Committee. (See AppendixCXX~V). 
whether the Finance ofhcer concerned 
did or did not aaxmpany the Director 
General during the lattcr's visit to the - I Disposal Retail Shops should be com- a 
pleted, as early as possible, even by means 
of correspondence, if the Officer is still 
out of India. 

53 Do. . . . so .rhe Ministry shuuld appoint a small corn- A revised note* ' has b- submitted t,, 
mittee t~ enqutre into the reasons for the Committee, 
keeping cqcessive stocks of stationery and 
typewriters in the Central Stationery 
Office, Calcutta. 

*Not printed. 



105 Works, HousinL and With reference to the case referred to in para. A now has been submitted to the corn- 
Supply. 2q(a) of the Audit R v r t  (Civil), X ~ S I ,  mutee (See Appendix CXXVI). 

a detailed note giving justification for the 
payment of a sum of Rs. 51,323 to a 
certain C.P.W.D. contractor along with 
a copy of the sanction accorded by the 
Ministry of Finance should be furnished. 

5 5  1949-5b [ T;II> 44 Cummercc 61 Indus- A revised note on the working of the State A reviscd note has been @mitt4 (See 
, .t try. Trading Scheme 'Imported paper stocked Appendix CXXVII'. 

by the late Ministry of Industry & 
Supply' should be submitted after getting 
it vetted by the A.G., F.R. & S. 

56 1948-49 (I! . 26(V) b t e m a l  Aflair~ . Early steps should be taken to prescribe a The Ministry of E x m d  Aff* h.rc - proper procedure whereby adequate ad- submitted a note. (See Appcdx 
D. G. P. dr T. . minrstrative and financial control is en- CXXVIII). 

rurcd in the Office of the High Commis- 
sioner for India in the U. K. The case The D. G., p. & T. have rtitcd as below: 
mentioned in Para. 2 ~ k )  of the Audit Re- 
pon relating to the lo& of Gandhi Memo- 
rial stamps amounting to S 106-8-5 bears 
an adequate testimony to the fact that 
there had bcen laxity in the administration 
of the High Commissioner's Office. A 
note stating the results of the irmstiga- 
tion made by the D. G., P..& T. in the 
matter and action takenD if any against 
the sfficials concerned should be sub- 
mitted to the Committee. 

32 Exrcrnrl Affairs . T t c  matter rclati~g to the purcbsrc of 
whisky by the High Commissioner for 
India in the U. K. should be examined 
further by the Ministry of External Affairs 

"Certain information called for fmm 
the High Commissioner, London 
and the Indian Legation, Bane is 
awai,ted for Analising the i n v t d p -  
tion. 

A note hag bcen submitted to the Corn- 
rnittct. (See Appendix CXXIX). 



58 Do. . 182 

in consu1:ation with m d c e r  nominated 
by the Comptroller and Auditor-General 
and the result of their findings reported to 
the public Accounts Committee in due 
course. 

DO. . . The possibility of transferring the work A note has been submitted to the Cmr- , 
connected w i ~ h  the Scheme 'Contribution mittee. (see Appendix CXXX). 
to Provinces ctc. in respect of expenditure 
on Orphans' to the Gntral  Ministry 
of Rehabilitation should be considered 
instead of maintai~ing a separate estab- 
lishment for this purpose in the Ministry 
of External Affairs. 

59 1949-50 (VIIl- . 16 External AfTmrs . A Commi~tce should he appintcd to examine The  Ministy of External Affairs hvC - the adequacy of the existing budge- stated as below : 
Finance tary and financial control exercised over 

the Indian Embassies and Missions abroad 3 and towggcst measure8 to ensure better "Noted action is being taken. and 
financial chrcks over expenditure incur- the results will be comrnurucated 
red by them. in due course." 

The  Ministry of Finance (R. 8: E.) have 
stated below : 
"Noted the Foreign Service Inspec- 

tome constituted w d e r  the Ex- 
ternal Affairs Ministry will, together . 
with a representative of the Finance 
Ministry, function alsp as the Com- 
mittee contemplated in the recom- 
mendations." 

60 Do. . . Do. . . In order to make the coutrol d the Finracial The Ministry of External Affairs have - 
Adviscr attached to the Indian High' submitted a note. (See Appendix 

..-..- . Commissioner in London more effective CXXXI). over the financial transactions of the 
High Commissioner, he should be 
independent of the control of the Hi 

.-_.._ - _ Commissioner and mpobk m $ 
+r)aootcrp~ 11 oi tbe Seventh Rcport of the PAC. On tht h u n t r  (CIVil), 1949-50, (IKz 



Ministry of Finance in so far a8 tendering 
of financial advice is concerned and that . 
the kinds of cases in which the concur- 
rence of the Financial Adviser, should be 
obligatorv should be clearly defined In the 
rules. 

6r 1~9-50  (VII) . 19 Home M a i n  . . The withdrawal of money in advance of The  Ministry of Railways have stated 
requirements is an irregularity which as below : . \ All other Ministries may eventually lead to loss, if not to fraud. "There is no type or withdrawal 

of money on Railways coming within 
the purview of the Committee's 
remmmendaticns". 

The Ministries of Finance, Home 
Affairs, food and Agriculture, W.H. & 
S., Labour, Transport, Rehabili- 
tauon and the D. G. P. & T. etc. 0 
have noted the recommendations and 
circularised the same to all con- 
cerned for careful note and strict 
compliance. 

The Ministry of Defence have stated: 
"Rules already exist in the Defence 

Services to prevent irregularities of 
this sort. The recom~endation has 

however, been noted. 
The Ministry of Information and 

Broadcasting have stated : 
"Noted. Extracts have been f c p w d -  - 

ed to units for guidance. 

6a Do. . . 37 Home Affairs . In order to ensure speedy disciplinary ac- A note has been submitted to the Com- 
tion being taken against officials who mittee. (See Appendix LXXV). 
are found guilty of neglecting public 
interests or of dereliction of duty, the 
desirability of amending Article 311 of 



2qVI) Transport . 
All other Ministries 

/I 
Q , Do.- . . 54 Transport . 

the Constitution .should be considered 
with a view to securing a fair balance 
between the interests of the State and 
the individual public servant. 

A careful study should be made of the 
procedure and practice fdlowed in thlp 
respect in other democratic countriez. 

With reference to the case nicntioned in 
para. 27 of the Audir Report, it is con- 
sidered unsatisfactory that an officer who 
is incharge of cash and accounts in an 
office should plead as an excuse that he 
could not attend to this work properly 
as he had some other duties to perform. 
The Ministries should take a very serious 
view of such defalcations and irregulari- 
ties and bring the offender to book with- 
out allowing him to take shelter under 
tcchnicalities. 

The Government of India should obtain 
carly payment of the amount which the 
Government of the U. K. had already 
agreed to pay in respect of Indian regis- 
tered ships requisitioned by them during 
the last war. This should be done 
without prejudicing the question of the 
final settlement which should be ex- 
pedited. A report showing the action 
taken in the matter and embodying the 
various stages of the financial settlement 
should be furnished to the Committee at 
an early date. 

-- 

The Ministry of Transport have , 
submitted a revised Memorandum 
(See Appendix CXXXII). 

The Ministries of Food and Agriculture, 
W.H. & S., Commerce and Industry 
have noted the r~commendnions 
and issued necessary instructions to  
all attached and subordinate otfices 
under them. 

The Mjnistrks of Railways, Rehabi- 
litation, N. R. & S. R. etc. have noted ' 
the recommendation. 2 

The  Ministry of Labour have noted 
the recommendation and brought it 
to the notice of all concerned. 

The Ministry of Information and 
Broadcasting hwe noted the recom- 
mendation and given copies to units 
for y i d a n a .  

A note has been submitted to the Corn- 
rninee. (See Appendix CXXXIII). 





I'he Ministries of N. R. & S. R., Coq- 
merce and Industry, Food and Agn- 
culture etc. have noted the rocom - 
mendation: 

The Ministriu of Transport, Pr$uc- 
tion, Communications, Prlme MUS- 
ter's Secntariat. Ministry of Extcrna 4 

Affairs and the Ministry of Home 
Affairs state that the system is at- 
ready being followed bv them. 

The Ministry of Food & Agriculntre 
have submitted a note (See Ap- 
pendix XIX). 
The D. G .  P. & T. has stated that 
necessary instructions have b&n 
issued. 

The Ministry of Labour have noted 
the mmmmdation and broug h 2 
it to the notice of a11 concerned. w 

The Ministry of Law have stated : 
 instructions from the Fiance 

Ministry are awgited." 
The Ministry of Information 8np 

Broadcasting ha vc stated : 
"(i) In so far as the I. & Ministry 

f Sectt.), Advertising Bmch Press 
nfonnatio~ Bureau, D. G., A. I. R. 
Research and Refe~nce Division 
and the Publications Division arc 
concerned the procedure pmcrib- 
ad in O. F. R. 272 for obtaining 
swdrity or fidelity bond from the 
persons entrusted with the hand- 
ling of cash is being followed. As 
regards Film Division cashiers have 
given securities in the form of Nation- 
al savings C t r t i f i e a  or Fidelity 



In--urance Policies. Instructions for 
revision of this procedure in  the 
light of Public Accounts Committee 
recommendations are awaited from 
Finance Ministry. 
( i i )  Of the units under the I&B Min- 
istry, the Publications Division m d  
the Films Division e?m - revenue 
receipts. In the Publications Divi- 
sion the receipts, which are of 
nature of cash -.payments at the 
counter, che ues, money orders, ctc. 
for the sale o? publications, continue 
to be received through-out the day. 
as they cannot be remitted to the 
treasury the same day, they are 
deposited by the Administrative Offi- 
cer the next day, by challan in dupli- 
cate, a copy of which is retained in 
office for verification with the cvrh 
book entries. As Regards Films 
Division, the receipts are being re- 
mitted daily to  the bank immediately 
after collection and the verification 
of all remittances is done by higher 
authorities." 

The  Ministry of Railways have stated 
as below : --. 
"The extant orders on the subject 
already provide for adequate safe- 
guards to prevent loss of public 
money as a result of any unbezzle- 
ment by Cashiers being required 
of furnish adequate securities as 
enjoined in paras. 2053 and 2054 
of the State Railway General Cod: 



Do. 

Do. 

Do. 

Transport . 

Do. . 

Transport 

(ii) Procedure is already in vogue oil 
the Railuxys, according t o  whith 
daily receipts of cash are r e q u i d  
to be remitted to  the Bank d.ily 
immediately after they are collected." 

. For tbe dcvelo~mert of Natirnal Higlways. A rote has b u n  submitted to the 
early action should be taken towsrds C~mmittee.- (See) Appendix 
the enactment of legislation as envisaged C ~ X I V ) .  4 

in item 21 of the Seventh Schedule-List 
I of th; Constitution. 

(I? The  finances of the Delhi Transport 
service should be put on a stable footing. 

(ii) The timely submission to Parliament 
of :', d i r  Reports on the Accounts of the 
L)ci..~ Road Transport Authority as 
required by sub-section (,3) of Section 
38 of the D. R. T. A. Act, 1950 shnuld he 
irvp.cwrl upon that Authority. . The rcactit n nf the State Covetrrnc~ t: tt> 
rhc scheme of the Road Rollers should 
be furnished to the Commit tee. It should 
also be stated as to who was responsible 
for nor accepting the debits. 

. In case, a scheme of manufacture has to  be 
undertaken on behalf of several indentors. 

All other Ministries the proper course would he for the 
Ministrv concerned to evolve a suitable 

A revised note has been submitted t o  the 
Committee.--(See Appendix LXXIII) 

The Mir is I V  of U'orkp, HOLPU.~ ar.d 
Supply have submitted a note-.(See 
Appendix CYXXV'. 

The  Ministries of Transport. ~ e h a 6 i -  
l i t a t i~n ,  Prc duction a r d v .  H. & S. 
etc. have noted the mmmendptions. 

The Ministry of Railways have stated 
as below : ~ c h e r n =  for finanAnn such a sch me 

including provision 'for recovery of 
advarces from the parries conccmd. ''On hilwvays the works are under- 

taken on behalf of other Govern- 
memt Department, public. bodies .or 
private firms on obtaming prlor 
acce tance of the lans and estimates 
of t i e  works an8 in the cssc of 
Government Departments expen- 
diture as incurred is transferred 



while private parties arc required 
to deposit the cost in advance. 
Necessary provision exists for the 

urpose in the Indian Government 
kailway Codes for the Engineering 
Department (Chapter XX) and 
M c ~ h , p c a l  ~ e p a r t m e h  (Chapter 
XII). 

The  Ministry of Labour have noted 
the recommendation and brought 
it to the notice of all concerned. 

The Ministry of Information and 
Broadcanting have stated : 

"Noted. Extracts have been forward- ,U 
ed to units comer* for guidance. a+ 
I. & B. Ministry; - however, not 
concerned." 

D o .  2 8  Food & Agriculture Government should consider the desirability A revised note has been submitted to the 
of either handing over the entire Crea- Committee (Not printed as it has not 
mery at Anand to a private agency or to been considered by the Committee). 
the Government of Bombay after the 
expiry of the present lease. 

A note comparing the amount of rent on 
account of the buildings and machinery 
leased to the Government of Bombay 
with that charged for similar buildings 
ctc. from the Commercial Departments 
of the Government of India map be fur- 
nished to the Committee. 

(i) The Committee should be apprised of (i) A note im been submitted to the 
the principles governing the errnt of Committee. - (SU AppcndiX 
loans for 'Grow Morg Food Schemes' CXXXVI). . 
to the States and the repayment thereof, 



72 Do. . 

Food 81 k icu l tu re  

Food & Agriculture 

Nl other Ministrier 

(1'13 The Government of-India, whilr grant- (ii) A note has been submitted to 
in8 further loans to the States should the kmittee.--(Sm Appendit 
makc a correct appraisal of the situation CXXXVII). 
in the light of the recommendations made 
in the Report of the Planning Commission 
towards the attainment of self-rufficien- 
cy in food. 

Government should fix some target date A revised note hu been submitted to 
by which such of the non-tractor parts the Committee.--(See Appendix 
as are not required for use in the G n t d  XIX). J 

Tractor Organisntion rhould be disposed 
of ar any delay in this direction is likely 
to rerult not only in the deterioration of 
the stores but alao their forced sale at a 
much deprecated valuc. 

(i) No o m a r  should, M r rule, make any The Ministrier of Food and Agriculture, 
purchase without fimt obtaining the Rehabilitation, W., H. & S.,Commercr 
approvaJof thecompetent authority. No and Industry, D. G. P. & T., etc. hare 
purchmc should be made in exccrs of noted the recommendation. 
the actual requirements. The Ministry of Information and 

2 
Broadcasting have noted the m m -  
mendations and forwarded extracts 
to unitr concerned for guidance. 

The Ministry of Defence have outed : 
"The principle is already in for-'' 

The Ministry of Home &kin have 
stated : 

"This rule is already obseroed. A 
copy of thin recommendation hm 
been sent to aU concerned for a & l  
note and tom liance." 

R* ministry of k ~ l w a y s  have issued. 
nesceury instructions. . - 

The Ministry of Labour have noted 
the recommendation and brought it 
to the notice of all concerned. 



(ii) Government should take early decision 
on the findings contained in the Report 
of the Enquiry into the Purchase and 
utilization of Agricultural implements 
from Messrs. Pashabhai Patel & Co. 
by Shri 11. V. Diratia. 

73 60. . 33 Food and Agriculture Government shvuld consider the desirabil~ty of examining reduction in idle time In 
the tractor units by proper planning 
for the working of the land reclamation 
schemes by means of mechanical plough- 
ing eliminating thereby considerable 
waste of expenditure. 

74 Do. . - 34 

76 Do. . . 77 

110. . . An overall maximum limit of all categories 
of Stores i.e., general stores, petrol, oil 
and lubricants etc. (not spare parts only) 
to be held by the Ccntral Tractor Orga- 
nisation at any one time 9hould be fix:d 
as required under the rules. 

Do. . . 'I'hc decision arrived at by Guvrrnment 
on the question whether the Ministry 
should continue to run the fertiliser 
pool (consisting of indigenous produc- 
tion and the imported fertiliser) or whether 
they should leave the whole business to 
trade qhould be intimated to the Com- 
mittec. 

Do. . . A statement showing the actual increase ill 
production due to the use of fertilisers 
us-a-VIJ the normal production per acre 
State-wise should be furnished to the 
b m i t t c e .  

The Ministry of Food and Agricultur 
have submitted a revised note.-(Sd 
Appendix XIX). 

The Ministry of Labour have notc 
the recommendations and brought 
it to the notice Of all concerned. 

A revised note has been 3ubmitted to 
the Committee.--(See Appendix XIX). 

A revised note has been submitted t o  
the Committee.--(See Appcnk a 
XIX). 

A notc has been submitted to the Com- 
1nirte2.-[See Appendix CXXXVIII). 

A rlote has been submitted to the Corn- 
mittce.--(See Appendix CXXXIX). 



77 Do. . Do. T o  enable the ~ o m m i t t e c  to examine the A revised note has been submitted to tht 
firuncial implications of the utilisation Committee.--(See Appendix XIX). 
of the old tractors. a note setting forth 
information on the follo\ving poinrs should 
he furnished : 

( i )  the numbcr of hours the tractors 
worked ; 

(ii) the number of hours the tractors 
remained idle during the yea; 1951- 
52 Statc-wise. 

(iii) the amount recovered from each of 
the State Governments in respect of 
heavy tractors ; and 

1.ir1) to what use the tractors that re- 
mained idle were put to. 

A detailed notc setting forth the back- A note has becn submitted to the Corn- 
ground of the grant of loans on account mittee.-4Sce Appendix CXL). 
of G.M.F. Schemes to the States i:l the 
light of the rccun~mendations made by 
the previous Committees on Public Ac- 
counts from time to time as also those 
cvntained in the Report of the Planning 
Commission should be submitted to the 
Committee. 

1949-5c iVI1,. . fi5 Educrtion . . A note stating the reason- for placin the A note has been su6mitted to the Corn- 
Visa-Uharrti Uniurr3ity on a d igren t  rnittce. --( An A p p n d i i  XI&. . 
footing as compared to the two other 

I 
1 Central Universities t i .  Hanaras 

Hindu University and Aligarh hluslim 
University in regard to audit of its Ac- 
counts should he submitted. 

DO. . . 14!f! and Do. . . A detailed notc giving explanations for the A w t c  has already been submitted to the 
223. non-surrender of the saving of Us. G;mmittee.--(See Appendix CXLI). 

13,52,&62, u x k r  ' C m t  No. &-sub- 
head -4' should bc furnished after get- 
ting it vetted by thc Accountant Gene- 
ral. Ccntral Ucvcnuez. --- - - - -- - - -- I__ 

*Dcnotra lirtt 11 of the Seventh Rcpart of the P,A.C, 



81 1949-50 (VII). 41 Educrtiun . The Committee should be ap rised in due 
course of the recommenLtions made 
by the Univereity Grants Comm.ission 
in regard to the basis for allocation of 
rants-in-aid to the Central and other b niversities. 

82 i)". ? . 86 Naturd RCSOY~CCS E( ( i )  The Accounts of the Council of Scien- 
Scientific Research. tific and Industrial Rcscurh which are 

at present being audited on a 'consent 
basis' only should be audited by the 
Comptroller and Auditor-Gcnerd of 
India on a statutory basis. 

(ii)  The audited Accounts of the Council 
dong with the Audit Report should be 
p k d  on the Table of the Houw along 
with the Annual Accounts of the Govern- 
ment of India. 

83 Do. . . 69 

Necessary legislation setting up the 

Udversity is under *considclrtion. Grants 
Cornmiasion 

The recommendations of the Com- 
mittee as to the Audit of the Accounu 
of the C.S.I.R. by the Comptroller 
and Auditor-General of India on a 
statutory basis h-s been referred to 
the C.S.I.R. for their observations 
by its governing body. Necessary 
action to be taken on the recorn- 
mendations will beintimated to the w 
Committee as soon as the observation O 
of the Council is received in this 
Ministry. 

Do. . . With reference to the review on the finan- A note has been submitted to  the Com- 
cia1 working of the state troding scheme mittee.--(See Appendix CXLII). 
cpurchaec of Machinery for Mica Miners' 
furnished by the Ministry, a revised note 
should be submitted after reconciling the 
figures of net profit M ahown therein 
with those of the ACCOU~~S Office. 

-84 Do. 20 Relrahili~aticm The Ministry should undertake a review Steps hove been taken to collect the 
J )  - of the more important audit obieaionr necessary information which will be 

which revealed leakage of Govunmcnt supplkd to the Committee in.duc 
noney and m s s  mirmrnrgement on the course. - -.- 
j u t  of the administrators of the various 
mmp i n .  comdtetion with the Aamm- 
ant-General, Food, Rehnbilituion and 
jupply and rer whether they could fix 



. 
86 Do. . 21 & 207 

risibility on particular individuals 
zS"determine the action to be taken 
against them. 

. A now reviewing the conduct of the various Steps haw bcen taken to coUcct the 
Commandant Officers concerned who necessary particulvs fnnn tbe State 
had been u t  incharge of the different Governments. The required mate 
Refugee &imps with rperid reference will be submitted as tarn as coin- 
to the strength of the camp inmates that plete information becomes avaiI- 
they had to look after and other responsi- able. 
bilirics entrusted to them in that respect, 
should he furnished. 

87 . .' . 35 Labour . . . . 

. A note showing the list of Officcrsemployed 
in the various camps against whom djs- 
ciplinarg action had been taken for frauds, 
crnbczzlements and abuse of their powers 
indicating (i) how many of them had bcen 
removed from service ; (ii) whether 
prostcutions had been launched against 
any of the delinquent officials and what 
ste shad becn taken to ulsure that they 
d i g  not secure any similar employment 
under any other State Government, 
should be furnished. 

( i )  A list of Officers employed in 
various amp8 against whom dis- 
ciplinary actions have becn tnt;en 
for frauds, embezzlements. etc. hrm 
already been furnished to the Corn- 
rnittet. 

(ii)  Action is beins taken to furnish 
the particulars of such o f f i a n  to 
the various State G o v e ~ ~  
so that they do n q  secure emplay- 
rnent under them. . 

'The Committee should bc apprised, in due The hiinistry of L h r  h& stnted. 
kcnurse, of the findings of the Training and "The findings of the T* 
L Employment Service Organisation Employment Semi- ogpnimtioa 

C"mmittee as also thc acrion taken there- Committee a re con- - on bv the Ministry. 203-225 of report ismcd bv Committee. Lonsultatioa wi&- & 
Ministries of the Govcmmmt of 
Indieis prpcceding and it is  expected 
that a deduon will be reached shortly=*. 

----. - -- 
A Bill on the subject ti*. The University Grants Commission Bill has since been inrrodued in Lok Sabha. 

- 



88 19.19-30 (Vll)  . 42 Health . . . The provisions of Rule zo7(2) of the Gene- The hinistries of Railways, Health, 
ral Financial Rule$, Vol. I which lays Rehabilitation, Production. D.G.P. & 

All other hlinistries dtrwn that 'only so much of the grant I'. etc. have noted the recommenda- 
should be paid during any financial year tion. 
as is likely to be expended during that 'The Ministrie'; of 'Transport, W.H. & 
year' should he strictly observed by all S.. Communications and Food & 

. Ministries. Agriculture have stated -: 
"This is already being done." 

The  Ministry of Information and Broad- 
casting have stated : 

"A quarterly review of the budgetary 
grants is undertaken in consultation 
with the Ministry of F i n a ~ e .  (See 
remarks against S. No. 6). 

The Ministry of Labour has brought the 
recommendation to the notice of the 
concerned authorities. 

89 Do. . . 45 Information and A note stating the positive measures taken A note has been submitted to the Com- 
Brmdcasting. by the Ministry for effecting economy mittee. (See Appendix X). 

,- in  the All India Radio should be furnished. 

g0 D o . .  . 45 110. . . The Committee should be informed of the A note has been submitted to the Com- 
gap that has yet to be covered to reach mittee. !See Appendix Xi. 
the target figure of one million licences. 

01 Do. . 44 I)o. . . Government should explore the avenues for The Ministry of Information and 
charging the newspapers a certain amount Broadcasting have stared : 
or royalty, nominal or otherwise, for the "The question of charging a royalty 
publication of daily radio programmes. from newspapers publishing daily 
This aspect of the matter mag also be radio p r o g r v e s  was ref* to the 
considered by the Press Commission. Press Commtssion for advlcc : who 

replied as under : - 





32 Ircigation i% P o w r  . 'The question of apportioning responsibility The,investigations have revealed t h  
between the varlous m c e r s  who have no one can be definitely charged with 
been responsible for the non-obwr- deliberate defiance of the procedua 
rancc of the Stores Accriunting Rules The services of the Executive Engi- 
and not organising a proper set-up neer complained against have been 
should he taken up by Government im- terminated. 
mediately. 

Do. 34 

23 Irrigation I'cwcr In case i t  is not possible to hare the loose 
ledger sheets printed through the Con- 
troller of Printing and Stationery in 
time. Government should sanction local 
purchase, as any amount $pent in this 
hchalf is likely to  yield benefits to  the 
Project as a whole and prevent frauds or 
misucc of store? etc. 

The entire jot) of opcning ledgers for all 
categorie< of stores e i z . .  thoce imported 
from ahroad, those purchased locally 
and thosc indrntcd through the D. G . ,  
Supplies & IXspocals should be completed 
by thc cnd of the current year and the 
store.. fiwnti surplm should he disposed 
of. 

1)o. . . 'I'hc rulcs regarding thc accounting of stores 
a$ laid d ;wn in the Central Puhlic Works 
hcclwmt (:ode and a$ supplemented by 
thc Hirakud I h m  Project Accounting 
Rule$ 41ould hc rigidly enforced and no 
ilcviatitm frcm thc preccribed procedure 
pcrmitrcd. 

The ledger sheets have &n received 
and utilised. 

An Officer has been deputed for the 
preparation of the list of stores Md 
the work is expected to  be cwn- 
pletcd very shortly. 

The Chief Engineer, H i d u d  Dam 
Project has issued instructions to aU 
Superintending Engineers to  f o h  
rigidly the rules regarding the ac- 
counting of Stores. 

I>,>. . . l k  qucstion of transferring the surplus Necessary action is being t&m by th$ 
qtores t t i  othcr Project Administrations Chief Engineer, H.D.P. 
<hould he tJen up immediately to avoid 
dcteritrratic>n and conwquent loss. 



I 

- $101 Do. . . 39 

txoz Do. . 

2x03 Do. , 

Do., . . Stock-venfication of :tares which are not Accepted. As a matter of fact st& 
likely to be required on the Project in the verification of all storu, induding 
next fen  yean should be taken up  im- stores not likely t o  be required for 
mediately and a statement showing the the project during the next few yaa, 
price ihercof prepared and got verified is being done continuously by two 
by the Financial Adviser and Chief Ac- Stock Verifiers and the prices ue 
count\ Officer. being fixed in consultation with the 

F.A. & C.A.O. 

Stwk-taking t ~ f  all store4 rendered surplus One Sub-division has been allotted this 
~hould be taken and their values assessed work. Periodicd reviews will duly 
peritxkalll;. In a s e ,  the stores are not be made and arrangements mrdc 
likely to bc utilized in the near future, for the disposal of stores. 
action ro dispose them of according to 
rules m3y be taken in order to avoid fur- 
ther losses on account o f  wear and tear. 

Do. . . In order to prevent the espenditurc on the Accepted and is already in operation. 
Prvject being inflated, the reserve limit 
for stocking various categories of stores 
should be fixed in consultation with the 
Accounts authorities. The whole sys- 
tem of purchasing and stocking stores 
should be rationalised so as to eliminate 
unproductive expenditure and loss. 

Do. . The que.ition of dismantling the Rsilway A considerable po&m of the t m k  is 
track linking up the site of the Subsidiary still being used. Siding and thes ex- 
Dam, which runs into several miles. tension which are not . r e q u i d  has 
may be considered as the amount involved been dismantled. 
in its c.mstruction as also its subsequent 
maintenance is not likely to  prove com- 
mencurate in the long run. 

Do. . . The Accounts of thc Rail-Road Bridge over The report of the Committee a 
the Mahanadi. should be gone into by a pointed for the purpose has 2 
team consisttng of an independent m!ted to  the P u b l ~ c  b u n t s  Corn- 
Bridge Ihginecr drawn from Madras or mittee. 
Bombay or Hyderabad States and a 

------ - --- - -- - - 
$See dm the M:rn,nndum laid on the Table of the llousc on 24-12-53. 



-- - .- . __I 

special Accounts Officer with a view to 
ensuring that the cost of the Himkud .- 
project is not inflated by any process of 
lncnrrect accounting. 

04 1949-50 ( V I )  -. 5 2 Irrigaricm & Poww Protiring from the past cxperirnce, the 
L Central Water & Power Commission 

should carefully study the implicationr of . the various recnmmendatims made in the 
Report of the French, Engineers on the 
nav~gation of Mahanadi River both in 
rmpec-t of'expenditure and t hc returns and 
its ultimate d e c t  on the economics of the 
project as a whole. 

Development of navigation is not con- 
templated at present. The recom- 
mendations of the French Mission 
will be taken into con$demtion at 
the appropriate time. 

?107 Do. 

thj. . . r\dtquatc disciplinary action against the 
various ufficials responsible for the i r r e  
gularitics and disregard df puhlic interest 
i n  handling the transaction of the Fur- 
chaw ctf deodar ~leepcrs from -Punjah 
\hould hc takrn. 

The services of the X. E. N. cwcrncd 
hare bcen terminated. 

I ;ilvcrnment 4it,uld take adequate discipli- k e p t e d .  'I'he question of taking dis- 
nary action against the officers responsible ciplinary actitn will bc taken up on 
for the import of bullocks from Punjab receipt of a report from the Specid 
ftv compaction o f  carrh~vnrk at Hirakud Police Establishment to whcm the 
and devise effective measures to prevent case has been referred for inliestip 
favouritism or nepotism in the grant of tion. Necessaryinstruaions h a v e k n  
C'1m 1 ract s. isued by the Hinkud Control Board 

re : enlistment of contractors. 

t 10. . . I r l  cirdcr tlut the Orissa G~rvernment may Accepted. The policy has been to 
he in a position to assume rerponsihi1it)- give prcfcrcnce to the l o d  peopk. 
for the running of the Project as soon as The Gnvemment of India have been 
i t  is c~impletcd, preference should he girrn in constant touch with the Orissa 
t t r  the local pccqde f t ~ r  employment in all C;overnment regarding the dcputution 
catcprice ~ > f  staff. as far as pocsihlc. of suitable oficiats. especially in the 

4 



t 108 Do. . 77 Irrigation & Power The expenditure involved in the reclamation - of land and rexttlement of persons 
Finance . . displrcd from land submerged as a result 

of the construction of the Hirakud Dam 
should be regarded as an integral part of 
the cost of the Project at any rate upto 
the extent that land has to be reclaimed 
for the resettkmcnt of the displaced 
population. 

tIo9 Do. . . 85 . -. Do. . . I he rccomrnendation made at the various 
L)cpartmental Confcrences and as rcitera- 
ted at a high levcl conference held on the 
7th September, 1948 at which the Audi- 
tor-General and the represcntativcs of 
all the Ministries concerned werc present, 
that it is necessary to appoint a 'high 
level' Financial Adviser at the Centre 
for all multi-purpose River Valley Pro- 
jects and that therc should be at the 

smiar  cadres rod all w e d  rdimc 
recommanded by the State G a w -  
ment have been then .  A . 
tive statement showing the t o t d  
strength of staff ( tcd md noa- 
-tted) on the &%d D m  Pro- 
Ect and ihc number of Oriya domicilc4 
employed a on 15-2-53 i s  .pqcndaie - 
along with a statement s h m g  the 
O r i ~  staff unploycd during the b s t  
two y m  PS   SO a COW of 8 k t ta  

. 

the Chief Engineer, Government of 
Orissa, in  whxh he rcgras hir 
~nability to spare any more Assistant 
Engineers or Supervisors. 

The Ministry of Irrigatic r: and Power 
haw stated as below : 

"This has since been rcccptcd and or- t: ders have b u n  issued accordingly." . a 

The Ministry of I. 6r P. h a w  *td: 
"This Ministry had alw%ys rccqniscd 

the importance of tirwcirl con- 
trol and they agree to the set-up 
proposed for financial sontrol an rbc 
Project." 

The Ministry of Finance have strted 
as below : 

"Action is being .taken to impkment 
this in  consultatton with the Com, 

?Not printed. 
)Sm olso lMunormdwn hid on the Tabk of the House on 24-12-53. 



site of each Project a Joint Financial ptroller and Auditor-General. h 
Adviser with a Chief Accounts Officer this connection attention is invited 
functioning under him, should be fully to the statement laid on the Tabk 
implemented. of the House by the Minister for 

Irrigation and Poweq during the laat 
session." 

t1xo * I I )  85 Irrigation & Power Serious attention should be paid to the The Ministry of I. & P. have pccepted 
necessity and importance of planning the the recommendation, 

Finance . fimncial, accounting and audit organisa- The Ministry of Railways have i d  
tions for each new project involving necessary instructions. 

All other Ministries considerable expenditure and such ar- The Minist of W. H. & S., Rehabiii- 
rangements should be regarded as an tation an7 I$ormation and B d -  
integral art of the planning of the exe- castinghavenoted therecommendptiw. 
cution o A  project as a whole. 

The Ministry of Labour have noted 
the recommendation and bro-t 
it to the notice of a11 concerned 

tl.11 De. . 87 Irrigation & Power In view of the fact that the success of the 
Five Year Plan will depend upon the capa- 

All other Ministries city of the Government and their high . authorities to inspire the highest qualities 
in the persons en aged in the active 
fulfilment of the  fan, the officers must 
be carefully selected for their technical 
capacity and for their ability to work as a 
team, with enthusiasm and missionary 
zeal for the progress of the country. 

The Ministry of I. & P. have stated : 
"Accepted. Owing to dearth of tech- 

nical personnel the field of selectioa 
is somewhat restricted and it is smt 
always possible to get the best men 
to do the job." 

The Ministry of Works, Houdag 
and Supply have submitted a e. 
(Sea Appendix CXLIII). 

The Ministries of Railways, Rehbi- - 
litation, Trans rt, Production, In- 
formation ~ n d  gO - , D. G. P. 
& T. etc. h v Z Z Z I L e  ream- 
mcndations. 

The Ministry of Labour have ooted 
the recommendations and brought 
it to the notice of J1 wDCLllYd. 



- tm DO. . . - .  

ga ~rrigation & Power The  Central Water & Power Commission The  sition is expfP$ed in the h b 6 -  
should be an advisory and consultative ran& on the recommendatiolu +f 
body with authority to undertake investi- the Public Accounts Committee b d  

ation of water and power resources of on the Table of the Lok S a b h  on 
Hndia, research, etc., and should not be the 24th December, 1953. 
permitted to undertake the actual execu- 

- t l l 4  Do.'. . 91 

iion of Project. 
Do. . . The  Chairman and Members of the C.W. This has been implemented. 

& P. C. should confine themselves single- 
mindedly to the job of Consulting Engi- 
neers a d  Advisers and no adrninistrati3e 
Secretariat posts should be foisted on 
them. 

Do. . . In case of an enormous roiect like Hirakud This recommendation has not been 
undertaken by the &ntral Government accepted. 
in  a remote locality, there should be a 
full-fledged high level General Adminis- 
trator incharge of the project as a whole, 
controlling all aspects including land 
problems, irrigation and other economic 
matters. The General Administrator 
should be a specially selected Officer of 
wide and varied administrative experience 
who could be relied upon to exercise the 
maximdm possible authority and powers 
in consultation with the Financial Officer 
of adequate status and powers and to pay 
due regard to local problems and senti- 
ments and the wishes of the State Govern- 
ment. 

. The C .  W. & P. C. should frame a set of Implemented. 
Rules for regulating their business and 
a record should be ke of all important 
decisions arrived at t E  meetings which 
should be held periodically for reviewing 
inter alia the progress of the execution 
of the various Projects entrusted to the 
Commission and other cognate matten 
wig. ,  administrattvc. technical and financial. 

Do. 



116 1949-50 L V I I ~  . - - Irrigation 6r Power When the Central \Vater & Power Commis- T h e  Ministry of Finance have noted 
sion undertakes in future any invcstiga- the r c ~ ~ r n c n d r t i o n .  

Finance tion of river valley projects on behalf of ' rhe Ministry of I. & P. have accepted 
the State (;overnments, thcy should, as the recomtncndation. 
a mattcr of rule, prepare preliminary 
estimates and hare them adrninistrativeb 

* approved by the Statc Governments 
concerned before proceeding with the 
operations. 

117 - Do. . . s md 129 1 .  . . c . 1 1  A copv 111. the agreement entered into 
with th; various States especiallp with 
hladhya I'radesh for the appwionmcnt  
of expenditure on inve3tigarions incurred 
by the Central Government, and a note 
outlining the stcps taken from time to 
time towards effecting recovery of the 
State portion of the expenditure incurred 
,111 the investigation from the hladhya 
Pradesh <;overnmenl; the total amount 
\pent on that accor~nt. and, also whether 
thc cstima!es of the probable cosr in\-olved 
in the invrstigetion w r c  forwarded to 
thcrn and their administrative apprt~val 
~,btaincd. sh~~u l r i  he furnished. 

; r r  3 'l'he matter r e :  apportionment of 
cspendirure on investigations incurred 
by the Central Government on hchalf 
t.1 the hiadhya Pradesh Government 
should be pursued with the Government 
at a mirkterial level and thcy should be 
a-.kcd to honour their liability. 

1 A revised note incorp~raring inter .bi 
the latest financial arrangements with 
the Medhya h s d e s h  Governmnt  hn 1 been submitted to the C o b t t c e .  1 (See Appendix CXLIV). 



Dl.. . 

. 38 Prime hlini~tcr's Scc- 
retariat 

- 
Secretariat of the 

Military Secretary 
to the President 

. 39 Cabinet Secretariat . 

- 
'I'hc loans adrarlced to thc Government of A revised note is awaited from %c 

Punjah for the cxccurinn of thc Bhakra- hlimstry of Irrigntinn and ?ewer. 
Nangal Project should he apportioned 
hcrwecn the threc participating States, 
t iz . ,  I'unjab. I'EPSV and Rajasthan in 
conwltation with the Rhakra Control 
Iloard who is in tr\.crall chargc of thc 
I'rtjcct. 'I'hcrcnftcr. the tiovcrmcnt of 
India should take necessary action to ad- 
jwt thc prt)portion;ltc amount of loan 
against the State Govcrnmcnts conarncd 
i n  order to obviate any difficulty that 
might arise in future at the time of 
final allocation of the costs tu them. 

A note stating the extent of the financial A note has been submitted te  the Corn- 
hurdc.11 undcrtaken by the Government mittec (Cf. Appendix XXXII to the 
of India for the grant of more funds for Seventh Report!. 
meeting the additional liabilities involved 
in the changc of .;pccitications and swpe 
of Rhakra Nangal Project after getting it 
vcttcd by the Ministry of Finance should 
be submitted to the <:ummittcc. 

'I'he scopc of various 'Ilntcrtainnlent Funds' A note has k c n t  submitted te  the Corn- 
maintained by Government of India mttce. 
should be precisely defined with a view . 
to obviate any ambiguity or overlapping 
in the expenditure incurred by Govern- 
ment cis-a-ris the Sumptuary Allow~ncc - 
paid to the individual Cabinet Ministers. 
1 hc cwtent of budgetary control exercised 

over the affiirs of the Hospitality Orga- 
nisarion should he furnished to the Com- 
tnittcc. 

'I'he Ccntrvt Stiatistical Organisation should ThC Cabinet Secretariat has submitted - 
submit to the Committee a resume of two notes to rhe Committee. (Seo 
the work done during the last year as also Appendices LXXX & LXXXI.) 
a copy each of tht reports so far published 
hv them. 



The expenditure that is being incurred on 
the employment of forcign experts should 
also be furnished to the Committee. 

tzt  rw8-49 (I) . 178 Communications . All possible raources to effect recover). of The Ministry of Communications have 
the sum of Rs. 1.15,080 due from the stated as below : 

External Afhirj Nationalist Chinese (KMT) Government "The amount represents the share 
should be tapped. of the C. & W. also. Our share is 

only 50%. Effcrts ai; being m& 
to  recover the amounts thr-x~gh 
C. & W. who owe some amnunt 

121-A. Do. . 

- - - . -- - - -- 
to Chinese -('<.M.T)." 

The Ministry of External Affnirs have 
submitted a note. (Appendix LXXII). 

17, Communications . The appointment of an Internal Accounts A note has been submitted to the Corn- 
Officci who understood the business con- mrttee. (Appendix XVI). N 
trol methods should be considered in order 
to ensure better accounting arrangements 
of the Owrseas Organisation. 

Do, 43 

Do. . , Government shwld consider the desirabi!ity A revised note has been submitted to  
of making provision for inspection and the Committee. (See Appendix 
audit of Accounts by the Comptroller and CXLVj. . AuditcwGeneral of India i~ the Articles 
of Association of the Indian Tele hone 
Industries, Ltd., Bangalore sin& to 
that existing in the Industrial Finance 
Corporation (Amendment) Act, 1952. 

Do. . The firli:l decision arrived at by G o v a m e t  The  Ministries of Communications mb 
in regard to the .refund by ths Interna- E.A. have submitted a note udr. 
tional Civil Avration Organisation of (See Appendica XVII and CXLVII). 
excess amount paid hy the Government 
of India on behalf of Pakiston Govern- 



mcnt as conrrib~tion f i r  thc pcriod from 
15th August. 1947 to 30th June, 1948, 
shtwld tw inrimated to the Committee. 

124 1948-490) . . :f, (:omprrollcr m d  -1.h~ G~rnprrol l~r  and ' ~ u d i t c r - ~ e n t r a l  The Comp rolltr and Auditcr-GUpCd 
Auditt r - ( h ~ c r d  of s h d d  submit a rcparr fo thc Committ t~ has furnished a copy of his cones- 
India in rcg~rd  t , ~  the quation of submission ro pondencc with the Ministries of 

P-rlianicnt the Audit R e p  rtc rclating to Finance and Transpat.  Fwthcr ac- - .  thc varirms Ptrt Trust. in ordrr to enablc tion rcgrrding the amendment of the 
i t  to haw an opp, rtunity t o  appraiw t11c1c Pcrt Trust Acts has to be taken bg 
financial positim. the Ministry of Transpcn. 

124-A. *I 94950 f.Vl11,~ 17 W't rks. t1ousing and In rJrr to ensure the h ~ s t  rcturn for the Thc Ministry of Infcnnation and 
Supply disposal of Govcrnmmt stcrcs, all con- Broadcasting have noted the recoin- -- tracts involving the sale of goods wcrth mendation and forwarded - 1 9  

:Ill cltlicr hlinistrlcs lakhs of rupees should be split up into to  all units and Branches for m- 
sizcablc and convenient lots at diffcren: formation and guidance. 
plarcs and separate tcndcrs for each lo: 
should bc invited. Thc Minismy of Communicatioos, 

Labour etc., have noted. 
?'he Ministry of W. H. & S. hakt 

submitted a note. (See Appendix 
CXLI). 

Ua. . 

- -- - - - - - - - - . - . . - - 
*Eighth Report of the P.A.C. (1933-54). 

. I .  , . 

I i ,  In  o s c  of big contracts involving lakhs 
of r u m s ,  Ciovtrnment should inv~riably 
in+! upon the institution of detailed en- 

umcs rcprding thc antt.cedents and 
Znancial standing of the firms tendcring 
fc*r the Uisposals gocds. 

(ii I (iovcrn~nent should consider the dc- 
sirability of black-listing contractcrs with 
had recc\rd on the  disposal^' side also as 
is hcing done on the 'Purchase' side. 

Tbe Ministry of W. kl. & S. hve 
submitted a note. (See Apj6dix 
CXLVI). Y 

The Minlstrv of Labour have noted - - .- 
the reconinendation and- broqht 
it to the notice of all concerned. 

Thc  Min4try of Information m d  
Bmadcast~sg have noted the rccom- 
mfndauon and fcrwarded extracts 
to  all units and Branches . 



:24-C I -  I I I g 1:in.w~~ In order to ensure that sanctions to the 
write-oti of losses of stvres, cash etc. ar2 

(:abinct Srcrirariar accur.lcd at appropriate levels and also to 
safeguard the intersst of the Public Ex- 

All ~lther hlinistrics chequer, a definite pr,uxiure should.be 
laid down specifying thc limits upto wh~ch 
the Officers at various levels in the Mi- 
nistry of Finance and the administrative 
Ministr:; shall be competent to write off 
11)sscs within the ovcrall limit fixed for the 
purpose. Xppr!wal of the Cabinet 
may be prcscnhed f t w  the write-off of 
11,sses hry,rrd a certain litnit. say Ks. 5 
lakhs. 

Para j of . the intrL,- 
d u c ~  ton 
143 rbe 
Report 
of the 
Public 
.4~<.\~11t K 

C : ,m- 
mirtct. 

All ,)r hcr 

Iousine and (;~rvcrnrncnt s:181uld take s e r i ~ u  rioticc of 
wws in \vliich i t  c m m  to light that con- 
tract in favour t ~ f  a firm in place of the one 

i t r i  wh.,sc tcndcr has heen accepted. has been 
cnrrred into by an Officer at the instancc 
ot thc succrs~ful tenderer. without pric r 
nppr.rval t,f Gtwrnment. I i d y  steps 
5ho~llJ be takm tn lssuc appr.>priatc in- 
structii~ns t c ~  Officers concerned dealing 
wirh contrxrs . ;<I  that puhl;c money is 
nrlt Io\t hv \uch irregular transfer of con- 
mc't 'i. 

The Ministries of Finance (R. & E.) 
and Transpt rt have submitted a 
note each.t 

The Ministry of L,abour have noted 
the recomrnendatlon and brought 
it to the notice of all concerned. 

The Ministry of W. H. & S. have noted 
m-d brought to the noti& of its attach- 
ed and subcrdinate officcs. the 
procedure indicated in the Memoran- 
dum issued by thFMinis ry rf Finance. 

The Ministry of W. I{. d( S. have sub- h, 
rnittcd a rote. !.Tee Appendix 
CXLVI). 

The Ministrv of Labour hare noted 
the r c c ~ ~ m c n d a t i o n  and braugqt 
it to  the notice of all concerned. 

The Minisriy of Infcrmation and 
Breadcasting have noted the rccom- 
mendation and frrwardcd uttorcts 
to all units and Branches fcr infor- 
maticn and guidance. 



:Stttnmary of the main ~ ~ o n c [ r t s ~ o n s / ~ e c o ~ t ~ ~ e t ~ d a c i ~ t ~ s  &s*F$temtlr R e o r t  0j  f t e  public 
Acco9rs Committee on the Ap ropriatiort Accounts (Civil), 1950-51 and A d 1 1  Report 
(Civrl). ~g~%-I'arcs I and l$ crc. 

S. Ministry or Depart- B 
No. Para No. ment concerned Conclusions/Rccommen~tion~ 

5 Home Affairs 

9 Finance 

l o  1:inunce 

All other Ministries 

1 1  Finance . - 
All other Minivtrics 

- - 

Whilc the Committee agree that the provisjon 
for expenditure on the Bhakra-Nand Folcct 
is made in the Budgets of the three partlapot- 
ing States and the concerned ~ ~ ~ r o p r i a t i o *  
Accounts are presented to the Legislstum 
of those States and that the e:iamination, of 
those Accounts comes within the purvlet* 
of the respective Public Asounts  Committees, 
nevertheless, it is obvious that to the extent 
that the Central Government and its Odfiqrs 
are actually involved in matters concem?nl 
the project, their actions and trdnsactlons 
cannot wholly escape the scrutiny of Parlia- 
ment and, therefore, of the Central Public 
Accounts Committee. The Committee, how- 
ever, refrain from expressing further opinlrn 
until such time that they have considered the 
implications of the note setting forth .the 
legal, constitutional and financial impllcarlons 
involved in this matter. promised to sub- 
mittcd to them by the Comptroller and h d l -  
tor General. 

?'he Committee recommend that the exmses 
over voted grants and charged appropriations, 
pointed out in this para, be reguerised ,by 
Parliament in the manner prescribed In Afilcl* 
1 1 5  of the Constitution. 

?'he Committee view with much concvrn the 
delay that occurs in the matter of rcgul~tiw- 
tion o f  excesses. In order to make Parlia- 
mentary control over expenditure more effef- 
t ~ v e .  thc cxcrsses together with the reasons 
therefor should be placed b e f ~ r e  Parliament 
cxpcditiously so as to  enable them to m i o r  
the regularisation thereof quickly. 

?'he ,Committee would strongly urge that * 
serious view should be taken of delays in the 
acceptance of debits and charges and in the 
reconciliation of accounts and also of delays 
in offering explanations for savings and aces- 
ses. since it is these delays that cumulativclg 
aLT0unt f \v  the ultimate dday in the p rep-  
ration of Appropriation Amiunts and thclr 
consideration by the Public Accounts Ccm- 

, mittce on behalf nf Partiment. * 

It is impra t  ivc that the Administrative Officers 
char@ with the sfinding of money in con- 
nectwn with rhe , cxccutlcm ~f the varicuo 
Dcvclopmcnt Plans4 launched by the Stare 
sl~ould develop a full scnsc of financial rcs- 
pmsihility. 



5 12 F inana  . . 

6 13(a) Works, Housing 8i 
Supply 

Finance . 
7 13(b) Communications . 

Finance 

8 13(c) Food L Agriculture 
- 

Finana  . 
All other hlinistrics 

g 13(d) ~ r o d d t i o n  . 
Finance . 

I---*- 
All other Ministries 

- .  

The Committee would once apain like t o  draw 
the attention of the spcndmg Ministries t o  
the cardinal principle of Parliamentary control 
over expendrture, wig. ,  that they should not 
spend in any year more than the sums granted 
t o  them by Parliament for that year, as it is 
unauthorised under the Constitution. 

The Committee also look upon savings arising 
from bad estimating or other defects of pro- 
cxdure no more leniently than they do upon 
excesses. Estimating on the safe side is as 
faulty as estimating on the low side, and in- 
deed, from onc point of view, 'safe' estimating 
might be regarded as even more objectionable, 
as it might easily lead to extravagance, waste, 
or worse. 

The Committee would like to  impress upon the 
Financial Adriscrs accrcditcd to  the various 
Ministries to take all possihle measures to  
ensure that budgeting was realistic and 
control over expenditure exercised properly 
and cases of wrong estimating suitahly dealt 
with. 

There is definitely room for improvement in t h e  
standards of budgeting and control over 
expenditure (particularly in the mattcr of 
works expenditure) in this Ministry. 

The Ministry of Finance shculd issue grncral 
instructions that thc Ministries controlling 
large capital grants should conduct a rcvicu 
of the progress of expenditure every quartcr. 
and during the last feu months of thc financial 
vear, every month. so that funds in excess of 
;equirements could be surrendered and lapses 
of funds avoided or, alternatively, if the pro- 
vision appeared inade uate, further 
grants obtained in time ?ram Parliamenr. 
Such a review will also enable the Ministrirs 
to regulate the flow of expenditure and check 
rush of expenditure in the closing mcmlh of  
the financial year, which. in the Committee's 
experience, is a feature always atfaching to 
expenditure on works. 

( i )  The Committee would draw the attcnticw 
of the Ministry to  the oft-repeated recornmen- 
dation made by them in para 14(b) of their 
Seventh Report that suitable procedure should 
be evolved to ensure the timely receipt of 
debits from the Purchasing Missions abroad 
for stores supplied to India, so that the 
provision made in this behalf in the Budget 
IS net allowed to lapse or remain unutilised. 

(ii) Large unsurrendered savings not 'anly die- 
tort the Ways and M a n s  forecasts of Govern- 
ment but weaken Par l imentq  control also. 

The upending Ministries should maintain a 
close linsion with their Accounting Officers 
and ensure that the dcbits arc passed on t o  
them for adjustment well i? time during the 
fi~qcial year. 



Finance . 

I r  IS  Finance . 

- ---- - 
ro - 14, . Home Affairs . . ; .With regard .to the. reappropriation of fuadr; t o  

the sub-head 'Sgret S.ervice Expenditure' . from out of m g e  in other 
sub-htads under a $rant,.e~$ier the gr-t 
rule for re-a ropriatlon m t h  a v t  should 
be subject the qualification *O re- 
appropriation .shall * permissible d n ha& 
the effect of tnaeaslng the quantum of m- 
auditable expenditure, or, in the aIten?pPve 
all Secret Service Expenditure of the vitrmw 
Departments should- be shown uqder sub- 
heads under one grant meant exclunvely for 
Secret Service Expenditure. 

, I t  would not now be constitutionally in order 
to levy a cess on certain commodities like 
the Tea, Coffee, Salt, Coal, Cotton, Rubber 
etc. under the provisions of the Acts consti- 
tuting their Funds (most of which were p a d  
before the commencunent of the p m t  
Constitution) and constitute a repprate fund 
from the p r o d s  thereof for an earmarked 
purpose, as under Article 266 of the Consti- 
tution all rwcnucs received and all loans raised 
by the Government of India and all moneys 
rrccived by that Government in r e - w e n t  
of loans shall form one Consolidated Fund 
entitled the 'Consolidated Fund of India'. 
It would be manifestly impxsible for P a r k  
ment to exercise any close control over the 
adminibtion of public hana, if the system 
of assigning particular receipts for spcdied 
purposes prevailed. Further, such carmark- 
ing would turn out to be bad budgeting, as 
there would be no d i m  correIwon bawren 
the amount of such taxes which arc ultimatdy 
paid by the general consumers and the sctunl 
requirements for the development of the 
Industry concerned. 

Government should take early steps to evolve 
in consultation with the Comptro er spd 
Auditor-Gend a proccdua uuda wbch 
expenditure from any such so called Car 
Funds for the development of p~nicuk  
Industries would be subject to direct vote 
of Parliament. 

The Committee should like to be furnished witb 12 17 Home Affairs and 
States. a Report stating the d t  of rr-mmiaptioo 

of each case listed in pan 18A, Audit R 
C.& A. G. . . (civil), I 11-part I, q nll u 0 t h  

were ail? under Lnmuulion. by Audxt, in 
which there had bum an infrmlon of the bm& 
principles of Kttlement stared to htve kca 
fallowed by Government a the time of ma- 
gcr of the Indian States, when they trLc up 
comiduation of the n c n  yeu's Accounn 

13 21 Pinonce . . (1) The following two issue emerge from the 
cot now .Wed upon by the Govern- 

Z ~ n d i .  in @ to th transfer of & 
+ir penaionuy liabilities in respect of Eritiah 
avll and 
Govcrnmept of lniU? tbe nlted pnosP1 Kzogdom to :- * 

(a) thtcornputation of& i t d i d  d u e  
01 thc Inoome-Pr dw to Qgvc Go- _ -  - - .-. . -- merit of India on the r & r l i n ~  perraions ; an 

t 



(b) the reckoning of interest on balances 
outamding from time to time at the rote of 

t I% per annum. 
(ii) While there would be no difeculty i n  

computing the ca i t s l id  due of the pensiom 
on an actuarial gasis, the Committee not 
clur in what manner .the capitalistd value 
of the inmmttax lev~able on the stcr "f pmsiona would be m i d  at in the face o 
two un ~dictable fcahrrrs, nomely, the future 
rates ofmcome-tax and the total world income 
of the assessees (pensioners), in CUKE where 

oners had opted to be assessed on the 
1s of world income. r 

(iii) It is understood that in the caac of non- 
mident pensioners who had not opted for 
being assessed on the h i s  of their world 
income, a super-tax at the minimum rate of 
z as. 10 ps. in the rupee was leviable up to 
the 3ISt h4arch, 1955 and that this was reduced 
by one half by the Finance Act , . rg~~ .  Tlk 
Committee fail to m the jusuficat~on for 
making this reduction and would like to be 
informed of the financial effect of this reduc- 
tion on the settlement to be reached with the 
Government of U. K. 

(rir) The Committee do not understand why 
the two very valid and cogent reasons advanced ' by the Government of India in 1948 against 
the transfer of their pensionary liabilities to 
the British Government, M r . ,  first, that such 
a uanefer would imply a lack of confidence 
in the country's integrity in regard to their 
pensioners, and ~econdly, Government must 
retain the power to deal with individual pen- 
sioners if they have not proved, by their con- 
duct, theu loyalty to the country, have now 
been disregarded in making the new settlement' 

As regaras the rate of interest the Committee 
fa1 that, in a finwciPl ~nlernent like this, 
the rate should beor some relation to the pe-  
vailing rate? in the market which, for shon- 
tam IOM, 1s r e g t c d  to be at p m n t  in e ~ -  
ass of 2%. e Committee trust that the 
Ministry of Finance would corefullv -in- 

< ------ the pointr made by them and &e-h poaibk 
rncuurrs to &guard the tinancid intcrcsts 
of tbe country. 

14 Y ~6 . . The Cenvll Government &odd ace that a&- 
quue arrpneynepta are mrdc by the Stltca 
or repaytrig in tune the huge sums of m o w  
advanced to them as lours by the On- Bo.ncing their dwelo ntd expenditure. 

~ommittcc w d d  P t. W ,  in due . c9urses @ ~ t e  ?e~s,tPLten by the Mid* 
~ J Y  of F~nance m thq reppet. . 

I e 



Finance . . 
External Affair 

Finance . . 

Production . . 

The debt tuttlem~lt with PP#rtrr, b d d  k 
reached without any h t h c r  Qhy. 

The Committee would like to draw rttmdan 
to the reo~ dations in Pam 57 of 
their ~ e v e n & T ~ n  and be dormmi the 
present pdtion regPrding the p 8 m t r  by 
the Pakistan Government, of the first three 
instalmeats of the Debt payable by them to 
the Government of In& (the Ant inscPlmcnt 
mounting to &. 9 crorrr, fell due on the 15th 
AlIgllst, 1952). 

 he committee trust that the a~ th 
long outstanding debt amounting to %. 5 
crores would be W y  settled with the B u m  
Government during the courae ot 1955-56. 

The Committee truat that Government 
diligently umuing the question of pcttlemem 
of their c f k s  against W s t a n  on rccoUrrt 
of payments (mainly pensiolla and leave 
salary ma& to the U. K. Government on 
b e d  of the Governm~nt of Pakistm md 
that a 6naI rttlemcnt of this question u t  
be arrived at by rneana uf holdrng high level 
tPlla with the inner Gavcmment. 

In the case referred to in Pam 22 of the Audit 
Report (Civil), xps+Part I, the grant of 
concessions in the payment of Income-Tax 
by uccutive orders in anticipation of legis- 
lation yas illegal, being in exass of powem 
vested in &nwxmcnt under Section 60(3) 
of the Income-Tax Act. In ail therc cutr, 
it was not proper to resume Puliament's 
a prova~ in idvma,  md'the committee 
&r, ip ,  future, Guve-cnt r w l d  damt  
from pvmg or announcing such ullputhoriscd 
conocssiona prior to legislation. 

While the Committee do not want to comment 
n the mrrita, or othuwiae, of the bchem~ 

Z v o ~ u n w  discloam of hidden iommea: 
they would, nevcrthelcss, like to ohm t h t  
the sctciement of income-tax ievhbic cuy 
in this manner was not quite proper and .~ t  
might c ~ t e  dangerous pICCtdCIlts rAmlnl.- 
uotively. 

L'he Committee regret to observe that olthouoh 
more than 10 months have el.prcd since 
cuuniacd the ase refer+. to in h a  
o the Audit Re rt (Ctvll , x p ~ a - P u t  
r i t i w  to ihc deg in the 06 ocr- 
tnin Government buildin the Ministry of 
production twe not rn & intimaw to the 
Cammincc the rrrult of the invat;gtian 
mde by them a to W y  didpliauy rtroo 
c a u l d n o t k o l r c n b  rhem t t b t & l b  
QtYnt0fbd. l l l~b0d 3- chmm- -.* &west. f b ~ ? & r e = ~  Mid,- 
tryrhwld(pprirthc~nnofthclatest  - - 



21 31 Health ' .  

u 32 Works, Housing 
Supply 

. .-- - .  - 
position, welfin advance of the date they take 
u consideration of the next year's ACEOU~~S $ the Ministry. 

. ( i )  Action shouldbe taken against the persons, 
responsible for mispostings in the store ac- 
counts of the M e d i d  Stores Depot, referred 
to in Para r3(b) of the Audit Report (Civil) 
1952-Part I. Although these mispostings 
are a wartlme legacy, yet the Committee desire 
that disciplinary action should be taken ageinst 
the officials concerned for not having reconcil- 
ed them even so long after the end of the War. 
Mispostings in the ledgers are a concomitant 
evil of frauds and shortages of stores, and 
should always be jealously safeguarded. 

(ii) The Committee would like to know, in due 
course, the outcome of the Re rt on the 
working of me m e a i d  stores $pots sub- 
mitted by an officer of the Mlnistry of Finance 
and the improvements that are sought to be 
effected in the existing set-up of the Depots- 

& (t3 In  the case referred to in Para 6(a) of A d i t  
Report (Civil), 1952, Part I relating to the 
payment of additional railway fre~ght by 
modifying the sale letter issued to a ceflm 
firm for the sale of 5,200 tons of surplus 
Iron Bars, the Committee observed that the 
note recorded by the Assistant Director 
reconunending payment of freight to the 
firm did not show that he was acting in any 
way under the instructions of the Deputy 
Director-General, his jmmediate superior. 
The officer's plea, which was not substantiated 
by records, should not have been accepted 
by the Ministry. 

(U] Any Officer who makes a proposal against 
the finmual Interest of Government, merely 
becruse he has been asked by a superiw 
offioer to do so, is not fit to hold nny position 
of trust or responsibility. 

(iii) The, Committee consider that the whole 
a s e  1s surchar ed with suspicion and the 
oflice* rclponsibk for the ulrn payment to the 
firm in. the fcrm of railway freight had been 
let off Irghtly. 

Co+ttcc. are suongly of the opinicn 
that the dmaphnary aspect of rhis case should 
be re-opened and adequate unishment 
a w e d  to the ~fficcrs wnccrnck commen- 
su~tc with the severity of the mistake ccm- 
mined. , 

(0 It should not be difficult to effect recoveries 
of the bulk of rent outstanding on 1-10-54 
from the Government aervanta and the various 
Mkrisales of the Government of Indin. Special 
e u r e s  should, therefore, be devised to 
l lc ldate  these heavy outatmdiapl. 

(ii) S W ~  the amount rccovetrble from dip 
pkccdparcmr,mth C P K Q ~ ~ * ~  

D 

1 



2 4  34 Works, Hcusing & 
Supply. 

W. H. & S. 

All other Mhistries 

4 

verified claims, it sted that Ministry 
of Works, Housihs$ Supply shoufd inti- 
mate the outstandings to the of Rehabs- 
litation, who in their turn should take sttpr 
to adjust it against #ny amout  of c~mpensp- 
tion that might be payable to such persons. 

( t i i )  In the case of displaced per3ons without 
any verified c*, the Ministry should 

, expk re the poss!b~lic y of enforcrng recovery 
through recourse to law, if nenssary. 
(iv) The Committee have no? been apprised 
of the circumstances under whlch rent totalling 
Rs. 18,97111~1- had to be written off during 
the period from 1-4-51 to 30-9-51.. 

The amount paid by Government to the tirm 
Recma Construction Company of U. K., 
for the construction of nine blocks of pre- 
fabr i~ted  hospital buildings as a demons- 
tration of their patent System of construction, 
claimed to be cheaper, quicker and more 
durable, was almost double of what the work 
would have cost had it been executed by tradi- 
tional methods. 

(irj If the 'letter of intent' constituted in thir 
mse the agreement enabling the Government 
to make the advance payments, the Committee 
fail to understand why the Ministry of Law 
were not consulted before its issue, as required 
under the existing rules, and why a copy of 
this was not forwarded to Audit in the same 
manner .as other contracts are oriiinarily 
commun~cated as, for all practrcal purposes 
the letter rook the place of tbe contnct. !f 
a copy had been so forwarded to Audit, u 
would have enabled them to s a u t i n k  the 
terms under which payments W~IC to be made 
to the Briush h n s .  Such a rocedure 
+odd invsrubly obsemd by r& spnd-  
Ing Departments m future. 

(ii i)It was rather unfotunate that thin 
Bnn was brought in to demortstra*e this 
type of 'low cost' construction in India, as 
curiously enough this experimental cons- 
truction launched wi.hout any firm estimates 
of costs failed, thereby nullifyiog its very 
purposc. Further, the finaaaal myegts of 
the State were not properly safeguarded ia 
the 'letter of intent' m this case. 

(iv) The Committee consider thnt the entire 
scheme was ill-conaived ab imcio and t h t  
responsibility should be find. 



Information and 
Broadcasting. 

Do. . . 
Do. 

Education . . 
All o* W s u i e r  

In the case referred to in Para 23(b) of Audit 
Report (Civil), 1952-Part I1 relaung to the 
improper payment to the tune of Rs. 18 lakhs 
made LO artah contractors, the Commitfee 
asked for information on certain points y is  
thwfiom, which has not so far been furrush3 
to them, although a period of more than 6 
months has elapsed. Such delays in furnishing 
information result in making it impossible 
for action being taken against officer8 res- 
ponsible for irregularities as by the time final 
conclusions sue arrived at, various changes 
might have occurcd, such as retirement of 
officials etc. 

The Chief Engineer and other res nsible offi- 
cers in the C.P.W.D. who handcd this q s e  
at various stages have shown a reckless din- 
r e w d  of .dl can- of financial propertp m 
admwstermg public funds. The Comnuttee 
desire +at  thue .should bq no funher delay 
either m f u r n l s h g  . tfie urforrnation asked 
for or in ttxing tesponslb~l~ty and talung sutable 
action against the concerned officers. 

In the case relating to the waiver of rent du 
from the Cnvlsil of Sdentifip an8 
Industrial Research, referred to m Para 
(6s) of the Audit Rcpn (Civil), x g 5 ~ P a r t  I 
it we wrong in nnc~ple to have by-passed 
the Le~slature $us vitiating the very e a m m  
of Parliamentary control over Publ~c expen- 
diture. 

Government should explore all avenues for 
effecting further economies in establishment 
charges of the A1.R 

Before makkg further purchases of stores for 
the A.I.R., the need for such purchases should 
be cuefully gone into. 

The Committee would like to know the reasons 
for the loss incurred in the publication of 
"Ektar Jagat" (Bengah A.I.R. Journal) in 
1953-54. 

(11 There was no ostensib!e . justification for 
tbc .Indian H ~ I  Communon. London In 
retsrning the 01 furniture for use in the new 
hostel and that they should not have con- 
thutd to incur avoidable expenditure on 

for such a long period os 40 months LT on an expectation which did not mate- 
rialise e v e d y .  

(a> ?Ylc Committee do not understand why the 
Ministry did not move much earljer in the 
mntta and call for details of the claim of the 
London University, when the Audit Report 
in question bad been presented to 1brliamrat 
plr the 19th May, 1954 and the Audit Para 
m quesuon must have been sent lo the 
Mtustry even earlier before the Report 
war printed. The Ministry should hove 
initiated acticn imrnebtelp ~d m d e  available 
thc relevent inftumation to zhe Committee 



at the t+ they took up yyz@ation of the 
case. It  IS up to the k b s t r m  to ipid.fe 
prompt action @ d l  matten b m t  to tbta 
nouce by Aud~trond not to postpone scdoa 
until the Audit Paras came up for conridera- 
tion by the Committee. 

(iii) hotheropoint that arose in this c o ~  wu 
whether reimbursement to the Governmatt 
of India of the charg~s paid on ecCOM of 
local rates for the pmod of tbe lease of the 
premises of the hostel was duc from the U. K 
Ministry of Works according to the law tbm 

in that country. The Committee 
:$?re t L  no reference on r ~ s  poim wm 
made to the Minim of Education by the 
Indian High Commission, London. The 
Committee should like to know, in duc c o w ,  
the further develo ments in this case and the 
prospect of the cfhn for the rcimbursemcnt 
being entertained by the U. K Govaamcot. 

Education . . Now that the Govanmcnt have deddcd to 
establish the University Grants C . . 
wiich would enquire into the t - 2 3  
of Universities and allocate and disbum 

ts to them and that a Bill on the subject 
=already brm introduced in Lot %ha, 
the CwMltue leave this question of paymen% 
of gnmts to Universities in advance of naurl 
nquiremats for conridasdon by thrt body. 

Do. . . Early opportunity should be,* to amend the 
Viswa Bharati Act so as to b h g  it in lirv 
with the other University Acts, rn f a  as 
audit by the Corn m l l a  and Auditor-Gmenl 
ir conccmcd a n t  a h  to nnke a SM~~OCJ 
provision for submitting the Audit Reposb 
on all the Central Universities to Parliuebent. 

Cabinet S e a t  . It has not been fully established to the mtie- 
faction of the Committtt.that the higha officar 
in the Cabmet Sasrrrrrrut were not d 

earlier date than April, 19 I, when Audit 
txoupbt it to notice. tbe aid- of 
the reprrsenative of the Cab* Sccmuh?, 
who appeared before the Cmnrmttcc at char 
dtting on the ~ 3 r d  October, 19 in this 

is not rmrid.rcd I&. 

Do. . . The dedsion a n i d  at in the matter of appoint- 
ment of an i n d  Accoullts OffKICr m the 
Ovenas Cammunia t i~  Service ahould be 
intimond to the Caxmuctu. . . 
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39 49, Fmd & Amid- 
Rehabilitation . 
Health 

Finance 

Further prvgress in the matter of obtaining 
from the Semtary General, IntemationPl 
Civil Aviation Organisation rtfund of the sum 
of $1~,63s-oo paid by India or its adjustment 
against India's future contribution to the 
Organisation, should be intimated to the 
Committee. 

The terms and conditions of contracts with 
foreign countries should invariably be prease- 
ly d h e d .  

($3 The Committee agree with the conclusions 
nrrived at by the Ministry of Finance in the 
case referred to in Pars 8(d) of the Audit 
Report (Civil), 1952 Part I relating to the 
loss on purchase Zd condensed milk that ~f . 
an examination of the stuff on arrival had 
been done, it was probable that as in the case 
of the first consignment, a portion of which 
was also found unfit for human consumption 
on account of deterioration, the Khadi Pratis- 
than would have agreed to take back the 
damaged portions of the second lot also. 

(is3 The Committee recommend that the Minis- .: 
try of Finance should issue general instructions 
to all the Ministries that in case of all such 
contracts the Warranty Clause should in- 
variably be provided in the Agreement, and 
in case of any failure on the part of the con- 
tr~cting party to supply the stuff according 
to the specifications, this Clause should be 
invoked. In the present case, action should 
be taken against the Officers responsible in 
the Ministry of Food and Agriculture for not 
having provided the Warranty Clause in the 
-em and those mponsible for not 
uren?lllmg the second lot ~mmediately on its 
m p t  and seading it back to the firm. 

It should be firmly laid down that whenever 
Officer is sent abroad for procuring sup- 

p h e  -., he should follow the normal 
r o d w e  of asacciating himself with the 

kcad of thfhc Supply Mission in that counuy 
More stnmng my direct negotiations with the 
manufactucrs or suppliers thm.  Ministxierr 
should not enter into commitments with foreign 
~ u f ~  or su pliers direct without 
the inmention of rR supply Miuim n 
~ $ a p o n  set up by G0v-t 

(ii) The '"aKIipfbe- 
a d-0~- m N- w 
@ 8.k.ptr '$ar3crhopr * for vria. 
aaict. . 
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The Committee should be apprized of the result 
of the study of t h s  lan mrde by the 

Qmqlittec Am - on * 
recommendations by the Goveznment. 

0 

ga Food 8r Agriculture The case referred to in Pam 192(a) of the C0m- 
mercial Appendix to the Appropriation Ac- 
counts (Civil), 1950-51 indicates that indents 
were placed without an adequate knowledge 
of foundry practice and timely action wa8 
not taken to cancel the indents. 

a 
The Cornminee would like to know why pur- 

chases in excess of the annual requirements 
were made by the C. T. 0. during the years 
1951-52 and 1952-53 and the extent of such 
surplus purchases. The responsibility for 
these excessive purchases should be fixed 
and adequate action talcen against the Ofiicete 
concerned. 

44 54 Do. The Committee should like to know the progress made in the clearabce of the claims for shor- 
tages of Femlizcrs outstanding against the 

es referred to in Para 202 (vii) 
8 v$~:r m m d  . Appendix to the Appro- 

priation Accounts (Cml), 1 950-5 I. 

45  55 Labour . . The Ministry of W. H. & S.. and other big 
Dding h i h s n i e s  like the hlways ,  Defence, 

yt $a T. ~ e p ~ m m t  should, in consultation 
with the Mnistry of Labour, examine the 
question of insating a mandatory clause in 
dl the contrasts coming within their purview, 
whereby the contractors should notify thdr 
vacancies to the Employment Exchnnges. 

46 56 Do. . . The Commincc would impress upon tbe h k b q  
of Labour the desirability of evolving a schcmc 
for the better follow-up of the trainas &a 
their discharge frPm the Train@ Centres. 
Am one of the means towards this end, they 

%$&,,lg=ldyt ~~-~ 



Do. 

Do. . - 

Do. . . 

Do. 

Do. 

. The Cornmitt- take a seriou view of Officers 
producing false certificates for the drawn1 

Compens~tion Allowance. Ad+ 
quate a on ahould be taken agPinst the Of &?Y= 
officials who +d indu!gcd in illegal currency 
operations wNe drpwmg ++singe Compen- 
sation Allowance in the Wssions abroad. 

. As one of the measures to prevent the recurrence 
of cases of irregular currency operations in 
future, the Committee would suggest that 
the Foreign Allowance of OtIiotn serving. 
abroad should be fixed in the currency of the. 
countries in which they are serving and Ex- 
change Compensation Allowance abolished. 

(i) The Committee arc unable to appreciate 
why it was considered expedient by the High 
Corn+xsioner for India in Lopdon to start 
negouatlons wlth other parues after the 
advana of 417,000 had been paid to Adhil 
Properties Ltd., and why there sho$d have 
been so much delay m finahzing elther of, 
these amngcments. 

(ii). The Committee regret to learn that then 
IS no prospa of reavaing the amount of 

t: 17,000. 
(iii) An llnsatisfa~ory feanuc of this case ir 

the incompleteness of records. The Com- 
rniaee would like to kmw the steps taken by 
the Ministry of E x t d  A%h to set matters 
right in this dxection. 

(iv) The Committee fail to understand why 
it was at all necessary to have recourse to an 
iat~mcdiary instead of dealrng direct with 
the lessee, more particularly, as F e  tcrree 
was himself brought into the &scusswn subse- 
w-1~. 

(v) The Committee wish to record their strong 
disapproval d the action t aka  in this care 

If, as urged by the Government, t+ hip 
rater of compensation paid to the I n h  S p 
p@ Companies for the ahipa rcquiutioncd 
durmg the last War for the U. K. Governmalt 
wm treated by Governmuu as a meprrur of 
d ~ n c c  to the Indian Shrpping Industry 
towxds its post-war rehabilitorion, the Com- 
mittee fail to undcrstaud why, sts+qucnt 
attempts were made (though m vtun) by Ooarnmen to recover tbc am amount from 
the U. K. Government iastcad of uking a 
straight vote of the then Legiskturc for chi8 
put-Sn-aid. Acnrolly, no such vote was 
trorm As the Qtwe relater to thc pn- 
P d j o .  p.lodx k, buprver, no x , ~ " u .  
of bS;iag the Parlkaczq'r yote now. 



51 66 Trpnrpon . The Committee should l i k ~  to know the ptmnt 
position regard& the recovery of the c a t  of ' 

two bar es from the GnnmandcF-in-Chief . .  
Enst 1n&, Naval HtPdq-em, Ceylon ad 
also abou? the rccovery of the U.K.'s 8har~ . 
of defic~t m the account. 

Commerce & In- (i)  In this case re la th  to the transport of doth 
&rrY. by country uaft tn 19 , referred to in Para 

9 (a) of Audit ~eport*9Civil), 19jt-Part I, 
the Committee would observe as follows :: 

(a) Firstly, there was no point in bringing the 
cloth back to Bombay when it was known 
that there were no storage facilities. 

(b) Secondly, having brought it to Bombay 
and finding that no storage accornmodauon 
waa available, action to dispose of thc goods 
should have been taken immediately instead 
of leaving the goods lying out in the open 

(c) Thirdly, a claim should .have been lodged 
immediately with the Camer firm. 

(if) The Committee do not a p e  with the 
t ry  that there was no neghgencc on the part 
of the Textile Commissioner and his OffKxrs, 

54 69 Commerce & In- The grants-in-aid made to the variw 
dusny. Spte Governments and non-afftcinl Orga- 

nrsatior s for financing schemes for tbe develup 
Finance . . ment of Cottap and Small Scale Indusum 

grants intended for specific purposes md; 
All othcr Minisaies unless the Central Government were a Littk 

stricter in the matter of satisfymg their proper 
utilhtion, the p urRae mdcrl'w - will not be fulfilled. T e attention of thc State 
Governments and the other orgnnisotians in 
receipt of these grants should be drawn to 
the prcsrtlbed role that thcy must refund the 
unmtiLised balana at the end of the furnncia1 
Y==. 

5 5  70 Commuct & In- The Committee feel that it is hi time that 
dustry. the Aax,unts of the old Sute T r a g  Schums 

uc wound up by taking appropriate action 
towards clearing the outstanding stocks. 

56 71 DO. . . The Committee arc not convinced by tbe reason . 
adduced far the failure to dispose of 136 
tons of paper w h i i  is lyhg in stock since a 
long time. 

57 74 Do. . It in a r d l ~ s r a b l i W  parlipmen3 pmc+ . that where Govcrnmun a p e r i m  nap drffi- 
d r y  in implemeotia lncummtodationr 

e of a ~arlimminary to& mrmrtec . or Govern- 
ment feel that on the facts of a case the w w a  
uptcsscd by the Gommittee would require 
reconsideratias, ~ v ~ n t  s W  p k a  
their view, in thc f i p t .  uutmce, kfm rhe 
Commrttce before krurgmg up the mnter 
before thc Huutc. In tbe cose of the Corn- 
mittce's ~ d a t i o n s  mode iri thrir . *  Founh Kcpor~ un the 'Import and Sac of. 



Ja anese Cloth', this procedure was not 
foiowed by Government who laid on tbe 

IA Table of the House on 11-8-53 a statement 

76 Commerce & In- 
dustry. 

Do. . . 

Do. . . 

79 Commerce & In- 
dusty. 

Finance 

80 Production 

Finance . . 

in the matter without bringing !heir views 
to the notice of the Comm~ttee In the first 
instance. 

It would appear from the statement laid on the 
Table that the shortage of cloth in the country 
was so serious as to necessitate the import 
irrespective of price considerations. rhe 
Committee are not convinced by the argu- 
ments set f ~ r r h  in the statement, nor do the 
subsequent evcsts in this case bear out the 
position as explained by Government. 

If the cloth was intended fcr 'clothing the naked 
millions' in the country as stated by the Minis- 
try, the Committee do not understand how 
it was expected that the cloth could be sold 
to the.poor people at such high pnces. The 
Committee do nor understand why the note 
of caution sounded by the then Chairman of 
the Textile Advisory. Board was not comrnu- 
niated by the Texule Commissioner to the 
Minis try. 

Another impcrtant feature of this deal is t k t  
not a single yard of the impcirted cloth was 
sold in India, which only shows the shcrt- 
sighted manner in which the whole deal was 
srranged with considerable loss to the exche- 
quer. 

(9 The Committee are informed by Audit t h t  
the period of arbitration in the matter of 
recovery of Rs. 15 kkhs from Messrs. Banwri 
La1 & Co. has been extended upto January, 
1956, which means that there is no possi- 
bility of recovering any amount in the near 
funue. The Committee would urge that 
there should be no further extension of the 
penod of arbitration, as there is hardly my 
*usti!ication for it, as more than seven years 
have already elapsed. 

(if) The Committee do not see ffiy reason for 
taking a different view from what has dread 
been expressed by them in their F ~ U ~ X  
Report. 

The Committee do not agree with Govem- 
ment's view tbat the transfer of Government 
assets to the Sbdri Fertilizers and Chemicals 
Ltd., in return for shares .and debenture: 
scrips of the Company was In the nature of 
& p o d  of Government properties for which 
the Executive had the necessary wea and 
did not require further authority of & a m ~ t t .  
The Committee consider that this -n 
amounted v h t ~ @ y  to a sale of Govctpment 
nosets to the prlvate Corn any and sknulta- 
n- invesmrcnt of the s$e procccda in the 
shares and dcbenpues of the Company, to 
w e t  whtch a clpeclflc vote of Fharnent wor 
"=wY. 4 I 



--t " . ' 

63 81 Production . . In thc case referred to in Para (a) (r of the 
Audit Report (Cid), igt--Jut I, 
was a failure t6 scrutinise the basis on which 
the lump sum contract wm placed. The 
-nee had previously expressed thar 
disrpprotal of lump sum contracts and find 
no reason to make an exception in respect 
of the present htance. 

64 88 Irrigation and Power The Committee arc not satisfied that all that 
Government could do to retrieve the over- 
ayment made to MIS. H i d  Pate1 & Co. 

for certain i t s  of work done -on Konar Dm 

Do. . . 

90 irrigation & Power 

h 

All other Ministrim 

91 Irrigation & Power 

was to try again and persuade the contract- 
ors to agree to arbitration without inShtiDg 
on the income-tax stipulation, abpccinlle 
when the contractors happen to 
executing many Government contracts will 
no doubt ask for more work in future. The 
Committee would, however, prefer to await 
a further report from the W s t r y .  

The Committee w d  like to know the outcome 
of the claim preferred by the D. V. C. against 
thc Hind Pate1 & Co. for the refund 05 
Rs. 21 lakhs. 

In order to safeguard the interests of the Public 
Exchequer, Government might consider the 
dmirPbity of bringing before the PPlliE 
mmt a legislation empowenng than to review 
concluded contracts and to cffect m v a y  of 
demonstrably excessive or ullconscionrble 
payments made as a result of ignorauce, ova- Wt, inaptitude, imcompctena or arrmp- 
Uon on the part of the agents of G o v ~ c 1 1 t .  
There is no reason why when so m y  luge 
schemes are being rightly pushed ahead by 
Government with a sense of urgcncy paralleled 
by that which prevailed during the War, 
the War-time safeguards should not be adopted. 
The proposed legislation, if enacted, would 
not only safeguard the public interest, but 
would effectively deta  speculative an- 
on the pan of the conmuton to quote e x h -  
bitant rates as a "ay on". 



months. If the Co 
tor g e n d  tendm a en the design rr 
changed, for not d which them - no "did - o m %  the r m p n -  
donn would have been elimiapted. 

(iia') From the tlndinga of the Rau Committee 
and the d y s h  of the two tecldcol 
experts, it is clear that- 

(a) the spcciacadons in the conpact for 
sevuol items of mrk wae not cleu. 
w e  of there wen M y  clprified 
after the tender had be- accepted 
and 

(b) the Dm& Valle Corporation autho- 
rities did not d e  adequate cue in 
flxiag the rat= in respect of the various 
item8 of wo*. 

91 F h c e  . . The dela in the disposal of loan applications 
in the &. P. A. can be eliminated and much 

Rchab'iitation infructuous expenditure involved in the ptoctr- 
Finance Adminis- sing of applications also saved, if the appli- 
tration. aclons arc ernmined cnrrfully in the Admiqir- , 

mtion's Office immediately on their tecelpt 
to we whether they fulfil the p d b e d  
conditiom for the gtont of loan, esped.lly 
the conditmn as to the production of acccpt- 
able guarantors by the applicpnts. All 
these applications which do not satla4 thetle 
conditionn need not be entertained. As a 
rule,. no loan should be sanctioned unless an- 
apphcant haa produced an acceptable guaran- 
tor nor should time be wasted in processing 
.n application further. 

Tht Committee regret ths no concrete 
posals for sim lication of the procedure &% 
born discussel by the  ini is try of Finance 
rad the Chid Administrator, R. F. A. with + Comptroller and Auditor-General, although 
nine months have elapsed, as suggested by 
the Committee. 

Do. . . The fact that against the amount of loans of 
Rs. zq lPlhs unaioned in 195 a rum of 
RI 14 lakhs had ban pmvid&or 'bad and 
doubtful debts ' indicates that proper pru- 
dence had not been exercised in granting 
loans. 



Do. . , 

Do. . . 

The Committu arc led to the coacl* a t  
there m no justification for d m w b  tbq RM 
of Rs. a awes merely to rvdd a lPpe m the 
budget grant, when thae wu really no oeed 
for the money. n 

(9 While the Committee apprrdsbc the. aim- 
tion that there was an t neasuty of 

penonrr md a- rehabilitating the b p s  
pcrienced personnel were not available and 
the Adminiswtion had to Aect pasons in 
whom tbep hPd codid- for ddimrhg the 
@x& at that critical juncture, they arc led 

(ii) The Committee are cxtrcmcfg disrutided 
with the manner in which the ap intmenh 
of olficcrs were made by the R. K A. a d  
their salaries fixed, as a h  with the working 
of the Administntion in gencnl. They 
would therefore, recommend that Government 
should take immediate steps to appoint a 
Committee to enquire into thea mrnn 
a d  to make suitable ~ ~ C O ~ W I L ~ . ~ O L I S  for 
overhauling the Adulinistntion so as. to 
ennble the Orgralution to fulfil tbc functrons 
for which it haa ken created. 

The Corporation should devise a formula in 
consultrdon with thr Ministry dlT FtruDa 
md tbr Coplptralk md AuditorGurnl 
for determum# the gunrum of 'bad md 
doubtful debts', apd makc r proviian in nr- 
pca af the rrme ,m the Annul Balm- Shwt 
of the. &-trod. 

Govefnmertt ahodd &kc e ~ l y  rctioa to fnmc 
Ruler sndtr Section 0 of tht A a  d Irp 
thua on rhc Table of th Hwat. 



75 7- 106 Finance 

Industrial Finance 
Corporation 

Do. . 

Do. . ? 

Do. . 

Do. . 

Do. 

The Committee w n o t  accept that merely 
because for facility of management, the Cor- 
poration has been set up as a separate legnl 
entity with certain le 1 powers, it should be 
permissible for the 8rporation to disrepld 
or flout the advice given by the Mln~stry 
of Commerce & Industry which is charged 
with the public tes onsibility for promoting 
the industrial deveEpment of the country. 
The notion that the Corporation's transactiorn 
can be managed solely according to ordinary 
practices of private banks cannot also b~ 
supported. 

The 'Committee regard the percentage of the 
establishment charges of the Corporation as 
compared to its working expenses (which 
was 15.69 for the year 1954) as 'fairly high' 
and would like to know what steps the Cor- 
poration propose to take to bring them down. 

Specific provision should be made in the Rules 
of the Corporation that the Directors of the 
Corporation should disclose their interest' 
in the affairs of any Company applying for 
loan before the loan application is considered 
by the Board. 

In view of the financial position of the Corpo- 
ration, which necessitated the Governmenr 
guarantee for the minimum return on ca i td  
to be repeatedly invoked, the launching orthe '  
project for the buildi of the Corporation 
Offices, which r e s u l a  in an infructuous 
expenditure of about Rs. 2 lakhs wds at the 
particular time both inopportune as well 

'.as imprudent. 

The payment of fees amounting to Rs. 2,- 
to an Advocate of the Bombay Hi 
for drafting a reply to Chapter VI i? I of courr the 
I. F. C. Enquiry Committee s Report regard- 
ing the Sodepur Glass Works which contained 
some criticism of the conduct of some officials 
of the Corporation and did not, otherwise, 
involve any legal issues is not a proper charge 
on the Corporation. 

Tbe maintenance of the staff car by the Corpo- 
ration for the exclusive use of the Manapng 
Director mounted to a conassion which 
appnrently wos not included in the terms and 
condi on8 of his appointment. Corporation 
&OU$ f- d e S  r a i d  the Y K  of 
staff car in future on the lines obtaining in 
other Government Departments. 

(9 Government have not no far intimated :o 
the Commitwe the causes for the delay in 
m&hg payment to the Sodepur G h s  Works, 
as promised by the reprerentatives of the 
Ministry of Finance at the aft- of the 



Committee held qp the 11th February, 1955. 
(ii) The result of the endeavours made by the 

Negotiating Committee for the disposal of 
the assets d the Sodepur Glass Co. to the best 
possible advanta e of the Corporation has 
not yet been mate known to the Committee. 
The Committee regret to note that the Negotiat- 
ing Committee have not been able to give 
their Anal decision so far although I* years 
have already elapsed and heavy losses have 
resulted on account of the locking up of the 
huge amount (of about Rs. I &re) advanced 
in this case, not to speak of the loss of interest 
(of about Rs. 5 0 , ~ 1 - ) ,  etc. 

113 Finance . . The Committee trust that the separation o: 
Accounts from Audit will not only increase 
administrative competence and responsibility 
but also enable the spending Departments 
to keep in intimate touch with the progress 
of expenditure and to exercise a closer and 
concurrent watch over the utilization of 
their budgetary grants and the progress of 
their programmes. 

114 Irrigation 6r Power ( i )  The present proposal to take Government 
sanction to write off without investigation the 
difference between the value of the0 
balances of the ledgers as on I - I r - 5 z  
the stores balance appearing in the C e n w  
Account as on 1-11-52 1s contrary to the as- 
surance given to the sub-Committee of the 
Public Accounts Committee in 1952-53 that 
the pest accounts would be reconstructed 
to verify that all the balances that ought to 
be there were actually there on the date of 
the physical verification. The Committee 
await a further report on this aspect. 

(ii) The surplus stores should be separated and 
listed and urgent steps taken to dispose them 
of to other Departments, Projects or out- 
siders as the case may be. 

(iii) The Committee do not understand why 
no reserve limit for stock of stores has yet 
been fixed by Government, althougb this 
point was brought to tbeir notice long tinmc 
980. 

1x5 Irrigation & Power The Committee regret to observe that, ahb 
more than ten months have elapsed,% 

Finance . Ministry of lmgation and Power have wt 
so far been able to gubmit their.revised nqtc 
on the question of tntroduction of Admhs- 
trative Audit. System in the River V&y 
Projeas. They would Like the hiinistry to 
formulate their conclusion without m y  furtha 
delay, as some of the major Projects arc a h d y  
in thtir advanced stages and any roartsdeo- 
don might d h t  the object unJ&ing me 
introducrion of the system. 




