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Page ( i ) ,  S.No. XII, Co1.3 for '50.5' read  '50.51' 

Page ( i i ) ,  S,No, XVIII, Col. 2, line 2, for 'Par I'  read  ';art I'  

Page ( i i i ) ,  S.No. XXXVI, Col.  2, l ine  2, for ' s c h e d u l e d  of ratesP 
read  'schedule of rates9 

Page ( i v ) ,  S,IYo. LIII, Col. 2,  line. 2 for 'settirg' read 'setting9 

S.Flo. LXVII, Col. 3, for "19lVrecrd '194' 

Page  (vI), S,No. CIV, Col. 2, line 1,  Before 'Ministry of Finance' 
for 'he' read 'the' 

S.No. CV, Col. 3s for 2263-27' read '263-276' 

Page (v i i ) ,  S.No, C X X X V ,  Col. 3, fm '334-325' y e a d  '334-335' 

Page (vii i) ,  S .No,  CXLV, C o l .  3, for '373' read '372' 

S.No. CXLVI, Col .  3, foi  373-57' r e . .  '373-374' 
I 
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Page 4, S.No. 59, Cole 3, for ~ 9 0 4 , 1 5 , 0 0 0 9  read ~2,04,75,000'  

Cole 5, lrilgr for ,6Re.13991p2579 read "-R~a.13~91~257' 

S . N ~ .  64, Col 6, for ' + 4 , ~ 2 , 1 9 0 9  read '1239529190' 

SJO,. 74, Col. 4, for A13,73925980' read "3,7392598109 

Page 5, S.No. 91, Col. 6, for '-16,4,54g9 read "16,42,549' 

Page 69 Col. 4, against TotaI (voted) for '1,91,24,93,120*'?ead 
' l99l524,93,l24*'  -. 

Page 11, Para (a), line 2, for *vicep read 'service' 

Page 33; para 2, line 10, for 'cent from 1st March, 1951. The 
cost of sugar, therefore, vaned9 read "maund was . 
Ievied on imports received between that data and'  

Page 35: line 10, for 'excess'  read ' excesses '  

Page 41, $st line, for 'or9 read ' i t '  

Page 42; first line, for 'oecame9 read 'became' 

Page 47, line 1, fa t  S.No 90 T 1 read' S No.90 - THE' 
para 1; sub  para ( I ) ,  last Ilne, for 'anti prrarcy' read 
'antz  piracy ' 

Para 1, sub, para (3) line 1, for ' an t i  pirarcy' read 
'a nti-piracy '. 
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Page 55, para 2, line 4, for '19549 read '1945'. 

Qirc 4 * 
Page 60' para 4dfor '$159070-00 and $565:00'read '$15,070.00 and 

$565.00' 0 

Page 68, Col. 4, para (I)  ilne 6 ,  for h i n i m i a e '  read k in i rn i se s '  

para (11) line 5, for, 'parP r e d  'part9 . 
Page 69, CoI. 4, l ~ n e s  1 and 2 ,  for 'osition9 read position' 

Page 74, line 3, for " P u b l ~ c  Accounts Committee cons idera t~on '  
read ' Pub l i c  Accounts Committee Consideration9 

Col 1,  l ines 5 and 6, for ~ u p q ~ ~ e r e  as i  read suppliers as' 

Page 75, Table,  Col. 1, far  'yea' ??ad 'year9 and a k v e  '1951-52' 
read '1949-50 and 1950-51' 

Page 8P, point 3( \ ) ,  line 4, for 'Exchangeges '  read 'Exchanges ' 

Page 92, para 3, line 1, delete  'fuI1 s top '  af ter  'above' 

Pttuc 97, llne 3, insert  '(i)' afte. 'para 5 (a ) '  

para 9, line 7, for ' v ~ g ~ l e n c c ~  r e d  ' v ~ ~ ~ l a n c c '  . 
PaR@ 101, last line for ' ~ roduc t ion '  read 'Product~on' 

P T.O. 
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Page 104, para 3, line 9, for '1 08-44' read 'l0d-144' 

Page 115, line 3. & 'A General Report touching the varioue 
asp& of the Execution of' 

Para 1, line 10, for "ricev read W e '  

Page 116, para 1, lines 2 and 3 fas ,  'Memoreandurn' read 'Memoran- 
dum' 

Para 2, sub-papra 6, line 4, for Yischatged' r e d  "is- 
charge9 

Page 118, Table 2, Co1.2, against 'Eararibagh' for '2.25' r e d  
"2.5' 

Co1.2, total: for 2132' read "13.2' 

Foot note line 1, for ' t131S9 r e d  ' +131.Sv 

Page 124, lines 2 and 3 from bottom, for acomrncrcila' r e d  "om- 
mercial' 

Page 135, Table, Col. 1, below 38-12-1951' read "3-2-1952' 

Page 143, Table, Col, 2, last item, fer '1,0000' r e d  '1,00,000' 

Page 172, l i e  1, fat 'borrow' re& 'burrow' 



Page 183, llne 6, for 5nduvidualsY read 'individuali 

Page 189, line 4, add 'Ae and for 'mcreeei read 'increase ' 

Page 197. Heading, Col. 5 fo* 'Betar Jaga' read Betar Jagat' 

Pade 214 Table, Col. 1, line 1 ,  for A :anre r e d  Advance 

Page 216, para 2, line 10, for 'carries' read 'c a , . '  wlere ' 

Page 21 7 ,  para 7 line 7 ,  for 'plainrings' yead plaintiffs' 

llne 2 from bottom, ineert 'to' after "relates" 

Page 240, para 2(a), l ine  3 ,  for 'upspent' read 'unspeat' 

Page 259, para 2 ,  l ine  8, for 'as for a s '  read 'ae far a s i  

pare 8, lmc 2, for 'comp11r.d~ reon 'comp11e.d~ 
0 
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Page 267, line 15, for Slppre' read 'Upperq 

Page 271, Col. 2, S.No,ll, for 'Agrimente' read 'Agreements' 

Col. 3, line 2 from bottom, delete one 'are' 

Page 272, Col. 3, S.No, 20, lines 3 and 4 for 'It ie aeo seen, that 
issnes have been correctl' read 'It 1s aleo seen that issues 
have been correctly', 

Page 280, Recommendation (i) line 2, for Yesirablity' read 'desirability' 

Recommendation (iii), line 2, insert 'of' before 'Public' 7 

Page 281, para 1, line 4 from bottom, for 'Deparkmental' read 'Depart- 
mental' 

Page 296, line 7, for 'Stool'retad 'Steel' 

last  line for 'I on and Steel controller' read 'Iron and Steel 
Controller' 

Page 310, p u a  1, line 4, for 'lack fo workshop' read 'Iack of worka80p' 
1 ' 

Page 312, para 1, line 1, for 'Report for' read 'Report on' 



Page 317, para 1, rub-para (2), line 2, for 'become' r e d  'became' 
e 

Page 318, para 1, last  line, for "dated wae b 4 3 , 1 7 4 '  read 'were 
the S.E.'(r tecommendationa* 

Page 319, laat para, lines 2 and 3, for 'preferred' read 'referred' 

Page 329, para 1, Iine 2, for 'invoiing' read 5nyolving' 

Page 367, Col. 5, delete "I' against 'Bihar' 

against Orissa for '00.' re*, :2,00' 
6 . '  " - - -  . . 

against East  Pun jab for '000' read ",000' 

cc 
Pa6e 374, para 3, line 3, for 'ebould be euthorised unless the antQents 

and the financial s t ab t  -' read 'also be pot on the black l ist  
or otherwise penalisbd as it4 the case '  

add 'Item No.124 D' after para 3 .  

Page 376, for "APPENDIX CILVIJJ' r e d  'APPENDIX CXLVIII' 

P q e  377, ogqiRet the entry "2-1955' under Col. 1 of the Statement 
insert "of the' after the word 'Accounts' ander Col, 1 of 
the Statement. 

Page 379, agsinst the entry '28-6-1955" ander Col. 1 of the Statement, 
for '2hn. 30 mt r , '  under Col. ,S wad '2h. SOgts' 

~qa ine t  the entry '29-6-19155' ander Col. L for '31' in Col. 4 
read '1 1 ' 
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APPENDIS I 
Starm~nt comparing Expenditure with Grants (Civil) for 1950-51 

Expenditure Expenditure 
compared with compared with 

Original Grant Final Grant or Original grant Final Grant o r  
No. d Name of Grant or Appropriation or Appropriation Appropriation Exper?diture or Appropriation Appropriation . . More + More + 

Less- Less- 

_ ____ . - - .- - - - - - - - - 
Rs. Rs. Rs. Rs. Rs. 

I .  Customs . . Voted . 2,05,50.000 z.05.50.coo -25.54,6So . 2. Union Excise Drnies . Voted . 
1. Taxes on Income including 

Corporation Tax  . . Voted . 
J. Ouiurn . . Voted . . - 
5: Stamps 

- - -  
6. Forest . . Voted . 31,42,oco 3 1,42@0 24,20,810 -7,21,190 - -741dSO 
7. Irrigation (including Wor- 

kin E$pensCs) Navigation, 
E m f k k m e n t  and Drainage j Charged 
Works met fro? Revenue 1 Voted 

8. Cabinet . . Voted 
9. Parliament . 

I I .  Miniary of Home M a i m  . Voted 
12. Ministry of Infpnnntion 

and Broadcasting Voted 



13. Ministry of Law . 
14. Ministry of Education . 
15. Ministry of Agricblture . 
16. h i in i s tq  of Health . 
17. hlinistry of External Affairs 
18. Ministry of Finri-ce . . 
19. Ministry of Commercc . 
20..Ministry of Lahour . 
21. Ministry of Works, hlines 

and Powcr . . . 
22. Ministry of Communications 
~ 3 .  Ministry of Trawport . 
24. Ministry of Food . . 25. Ministry of States . 
26. Ministry of Defence . 
27. Ministry of Industry and 

S U P P ~  
28. Ministry of Rehabilitation 
@-A. Ministry Without Portfolio 
29. Payments to other Govern- . . ments, Departments, etc. on 

account of the Administra- 
tion of Agency subject and 
Management of Treasurie~. 

30.Audit . - .  
31. Administration of Justice 

Voted 
Voted 
Voted 
Voted 
Voted 
Voted 
Voted 
Vo:cd 

Voted 
Voted 

Vorcd 
Voted 
Voted 
Voted 

Voted 
Voted 
Voted 

Voted 

32. Jails and Convict Settlement Voted , 

Rs. 
-42,77&I 

-4,789354 
-53629 
-10,133 

--1,00,815 
-17,70,808 

+2,41,388 
- i  21,36> 





59. Broadcasting . 
60. Commercial Intelligence and 

Statistin . 
61. Census . 
62 Joint Stock Companies . 
63. Indim Dairy Department . 
64. MiscJlsneous Department 
65. Currency . . 
66. Mint . . .  
67. Central Road Fund . . 

Voted . Rs. 
-13,919257 

voted . 
Voted . 
Voted . 
Voted . 
Voted - 

{ :::'Yd : 
Voted . 
Voted . 

68. Communications (including 
National Highways) voted . 

{ S5xd : 69. Other Civil works . . 
70. Territori J and Political 

Pensions 

71. Superannuation Allowances 
and Pensions . . 

72. Stationery and Printing . 
73. Misallaneous . . . 
74. Expnditure on Displaced 

Persans . 
3. Grants-in-aid to State . Voted . 

Charged . 
1votea . 

83. Miscellan+ous Adjustments 
between the Union and 
Sqt t  Govcmtqents . 





I01 Capital Outlay on Currency 
702 Capital Outlay -on Mints . 
103 Delhi Capital Outlay . 
104 Capital O d a y  on Civil 

Works . 
105 Commuted Value of Pensions 
106 Payments to Retrenched 

- Personnel . 
108 Capital Outlay on Schemes 

of State Trading . 
log Capital Outlay on Develop - ment . .- 
I-A Transfer to  the Conting- 

ency Fund of India . 
I 10 Interest Free and Interest 

bearing Advances 
Repayment of Debt . . 

. Expenditure met from Revenue 

Expenditure met from Capital . 
Disbursements of Loans and 

Advances- . . 

Voted . 
Voted . 
Voted . 
Voted . 
Voted . 
Voted . 

Voted . 
Voted . 

{F%rd : 
Charged . 
{G" : 
{:%%d -. 

Voted . 
TV%,pd"d ( 4  

Rs. 

- 
*Excesses Rs.-7,36,58,160 in respect of "Capital Outlay on Sterling Pensions", 
(a) Includes figures under "Repayment of Debt". 
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APPENDIX IA  

I.-Statement showing the Excesses over Voted Grants (Civil)  for 1950-51 

Item 
No. Name of Grant 

Final Actual 
G r w t  expenditure Excess 

Rs. Rs. Rs. 

I 28-A-Ministry without Portfolio . 20,000 21,097 1,097 
2 4~+Botanical Survey . . . 92,000 98,384 , 6,384 
3 51-Agriculture . . . . . 1,61,64,000 1,89,94,744 28~0 ,744  
4 54-Salt . . . . - 1,28,94,000 1,57,82~ I99 28,88~ 199 

5 64-Miscellaneous Departments . 2,01,0~,000 2,24,57~90 23,52,190 
6 74-Expenditure on Displaced Persons . 13,67,oo,ooo 13,7345,810 6,25,81O 
7 80-Miscellaneous Adjustments between 

Union and State Governments . . 1,01,000 I ,48,864 47,864 
8 82--Civil Defence . . . I,37,000 1345,287 8,287 
9 83-Pre-partition Payments 4,6345,000 5,21,87,358 58,64358 

10 89-A-Vindhya Pradesh . . . 1,79,85,000 1,82,68,049 2,83,049 
---- 

STATEMENT G 

II.-Statement showing Excesses w e r  Charged Appropriations (Civil) for 
1950-51 

Item Final Ap- Actual 
No. Name o Appropriation propriat~on expenditure Excesg* 

Rs. Rs . Rs. 

I 65-Currency . . . . . 2,40,000 2,43,158 3,158 
2 69-Other Civil Works . . . 15,61,ooo 16,03,729 44729 
3 83-Pre-partition Payments . . 75,000 33,64,050 P,89,050 
4 Interest on Debt, etc. . . . . 36 50,07,000 37,54,47,054 r,o4~0,034 
5 Union Public Service Commission . . 16,86,0oo 17,29,012 4 3 m  - - 

* 



APPENDIX I1 
MINISTRY OF FINANCE 

t 

(DEPARTMENT OF ECONOMIC AFFAIRS) 
4 

New DeEhi, dated the 14th July, 1954. 
Memorandum regarding items 1, 2, and 7 of the List of Outstand- 

ing Recommendations of the Public Accounts Collunittee, 
The question of having a system of exchequer issues and internal 

control lover grants making it impossible to exceed the grant with- 
out proper authority of Parliament or a provisional allotment from 
the Contingency Fund would involve drastic changes in the present 
treasury and accounting system, which will take some time to for- 
mulate and enforce in consultation with the Comptroller and Audi- 
tor-General of India. The Comptroller and Auditor-General of 
India has deputed two of his officers to study this and connected 
problems in detail. A scheme for the necessary changes and the 
phasing of the changes will be drawn up as soon as the results of 
the study are available. 

2. In the meantime, steps have been taken and continue to b i  
taken to ensure as far as possible effective control over expenditure 
within the existing rules. The more important instructions issued 
horn time to time in this connection are mentioned below: 

(i) In Office Memorandum No. F.2(16)-B/49, dated 29th 
April, 1949 ( S e e  Annexure I), it was made clear that 
expenditure should not be incurred in anticipation of 
the approval of Parliament. Ministries were reminded 
that the original budget estimates should be framed 
carefully and should include all foreseeable expendi- 
ture. They were also told that no new proposals in- 
volving additional expenditure during the year should 
be sponsored unless the expenditure was urgent and 
essential and could not be postponed to the following 
year and that where additknal expenditure over the 
budget grant become unavoidable, the approval of Par- 
liament should be obtained through supplementary 
demands at the earliest possible opportunity and nor- 
mally before the expenditure is incurred. 

(ii) Further instructions were issued in this Ministry O.M. 
NO, F.2(5)-B/50, dated 29th May, 1950 (See Annexure 
II), laying down the pYocedure to be followed in cases 
where it becomes necessary during the year tp incur 
additional expenditure on some service in excess of the 
provision voted by or authorised by Parliament. In 
such exceptional cases, the Ministries were asked to see 

8 



9 
that the grant as a whole is not exceeded and that st 'P" are taken to obtain the supplementary &rant as ear Y 
as possible. With the framing Uf the Rules for the Con- 
tingency Fund of India which have recently been pub- 
lished (See Annexures 111 and N), it is expected that 
cases of expenditure without prtper authorisation of 
funds will he minimised. 

(iii) In connection with the presentation of the supplementarg 
demands tn Parliament, it was again pointed out to all 
the Secretaries in a D.O. No. D.176-B.11151, dated 4th 
January, 1951 (See Annexure V) that under the Con- 
stitution expenditure in excess of the sanctioned grant 
is not permissible without the specific prior vote of 
Parliament and the Ministries were also ask+ to h a -  
lise their supplementary demands in time to enable 
their being taken up very early in the Parliamentary 
Session. 

(iv) Instructions have been issued for the regular and periodi- 
cal reconciliation of the departmental figures with those 
booked in the Accounts to ensure a proper watch and 
control over the progress of expenditure against the 
sanctioned grant. In para 4 of D.O. No. F.2(11)-Co/51, 
dated 7th December, 1951 to all Secretaries (See An- 
nexure VI) periodical mwings  of officers of the 
administrative Ministries and the Ministry of Finance 
have also been enjoined for this purpose. Copies of 
Ministry of P Finance Office Memoranda No. 
D.6039-B.I1/49, dated 7th October, 1949, 11399-B.I/51, 
dated 8th December, 1951 and 12122-B.I1/51, dated 
18th December, 1551 in this connection are also enclos- 
ed for reference (See Annexures VI to VIII). 

(Sd): M. V. RANGACH-4RI. 
Joint Secretary. 

AKNEXLI'RE I 
Copy of Office Memorandum KO. F. 2(16)-B 49> dated the 29th 

April, 1949, from the Government of India, Ministry of Finance, 
New Delhi, to all Ministries of Government of India. 

SUBJECT : -Proposals JOT supplementary gral:ts. 
During the debate in the Constituent Assembly (Legislative) on 

the supplementary demands on the 31st March, 1949, o ~ j e c t i o ~  was 
taken by certain members to the postponement of the presentation 
of the supplementary demands to the Legislature till the last day of 
the financial year, after the expenditure covered by'the supplemen- 
tary demands had already been incurred. The view was strongly 
expressed that the supplementary demands should be presented to 
the Legislature in advance, i.e. as soon as possibit after it is know 
that the expenditure will have to be incurred, and that expenditure 
should not be incurred in anticipation of the Legislature's approval 
of the supplementary demand. 



2. It is the essence of Parliamentary Government that the Legis- 
lature should vote the supplies before expenditure is incurred. It 
is therefore important t,hat steps should be taken to secure that the 
budget estimates are prepared carefully, and that all foreseeable- 
expenditure fhould be included in it. Once the budget has been 
passed by the Legislature the expenditure during the year should 
be restricted to the gmount voted for that year. No proposals in- 
volving additiopal expenditure during the course of the year over 
the amount provided in the Budget should therefore be sponsored 
by the administrative Ministries unless the expenditure is revenue 
yielding or the scheme is so urgent that it is considered undesir- 
able to postpone it till the following year. After the Legislature has 
voted the Budget for the year, new proposals will normally be 
accepted by the Finance Ministry only for inclusion in the follow- 
ing year's budget. 

3. The existing procedure for the preparation of the supplement-. 
ary demands and their presentation to the Standing Finance Com- 
mittee and to the Legislature has been reconsidered in the light of 
the constitutional changes and the criticisms in the Legislature and 
it has been decided with the approval of the Standing Finance Com- 
mittee, to adopt the following procedure for the future. 

(a) If, during the course of the gear, it is proposed to incur ex- 
penditure on new schemes for which no provision has been includ- 
ed in the budget or only a lump provision has been included, the 
proposals should be placed before the Standing Finance Committee ' 
at the earliest possible moment so that the approval of the Commit- 
tee and of the Legislature may be obtained before the expenditure 
is actually incurred. If, in any case, it becomes necessary in *he 
public interest to incur the expenditure before this approval is ob- 
tained, the reasons for doing so will be explained to the Committee 
and to the Legislature when the schemes, or the connected supple- 
mentary demands, as the case may be, are placed before them. 

(b) Proposals for additional expenditure likely to involve exces- 
ses over grants will be placed before the Standing Finance Commit- 
tee as soon as they are ready. If the additional expenditure is on a 
new Service or cannot be wholly met from savings within the grant, 
a supplementary demand will be presented at the earliest meeting 
of the Legislature, after taking into account such savings as may be 
foreseen at that stage. The position of the grants as a whole will 
be reviewed later in the year when the revised and budget esti- 
mates are prepared. Supplementary demands to be placed before 
the Legislature after the presentation of the budget will take into 
account the results of this review. 

(c) In addition to expenditure on new schemes increases in or- 
dinary expenditure may also result from unforeseen developments 
during the year such as increases irf Defence or police expenditure 
necessitated by security considerations, expansion of staff tq cope 
with increase of work, particularly in the revenue, earning depart- 
ments, quicker progress on works, included in the budget than was 
foreseen when the budget was prepared, carry over of liabilities from 
the previous year. In such cases it may not be possible to frame 
accurate forecasts of additional requirements during the course of 
the year before* the revisea estimates are prepared. Supplementary . . 



demands for meeting such requirements will be placed before the 
Assembly in March after the presentation of the budget. These 
supplementary demands will bc! placed before the Standing Finance 
Committee early in March and presented to  the Legislature about 
the third week of that month. Administrative Ministries shod6  
arrange to inform the Standing Finance Committee of these in- 
creases as soon as they are known even tbough it may not be  
possible at that stage to give more than a rough estimate of the ex- 
cess. In framing the supplementary e8timaks at this stage the 
entire position will be reviewed and the s~pplemt,~tary grants, if 
any, already voted into account. 

(d) In the notes to the Supplementary Demands fuller informa- 
tion than at present will be given. 

4. The revised procedure set out in paragraph 3 above .will applg 
mutatis mutandis to charged expenditure. 

(Sd.) K. R. K. MENON. 

ANNEXURE Il 
Copy of Oflice Memorandum No. F.2(5)-R/50 dated the 29th Mag, 

1950 from Ministry of Finance to All Ministries of the Government 
of India, etc. 

SUBJECT: -Incur~ng of expenditure not provided for i n  the Budget. 
The Government of India haqe had under consideration for 

some time the procedure to $be followed if during the course of t he  
year it becomes necessary to  incur expenditure on a new service 
not provided in the budget or to incur addi~ional expenditure on! 
some service in excess of the provision voted by or authorised by 
Parliament. The Constitution provides for the setting up of Contin- 
gency Fund to meet this contingency advances being made from the. 
Fund to cover such expenditure pending its authorisation in due. 
course by Parliament. But until such a fund is set up some transi- 
tional arrangements will be necessary and it has been decided that 
the following procedure should be adopted:- 

(a) Ordinarily, no expenditure should be incurred on a 'new 
.vice '  in anticipation of the approval of Parliament and the autho- 

risation by it of the necessary funds. This restriction will applg 
even if this expenditure could be met by re-appropriation. 

(b) Similarly, no expenditure which is likely to  involve an ex- 
cess over the grant authorised by Parliament should be incurred in 
anticipation of Parliament's approval. But in urge$ cases such ex- 
penditure may be sanctioned provided it is not on a 'new service' but 
steps should be taken to see that the grant as a whole is not exceed- 
ed before the necessary supplementary funds are provided by Par- 
liament. Steps should be taken to obtain the wpplementary grant 
as early as possible. The effect of the supply being refused will be 
to compel the executive to curtail the expenditure in the remaining 
months of the year so as to keep the total expwrditure. within the. 
amount authprised. 

b . . 
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(c) When the new expenditure is to be incurred which will be 
specifically met from savings within the grant or ap ropriation the 
re-appropriation of savings to cover the expenditure s \ ould be made 
6efore the expenditure is actually incurred. I t  will be sufficient if 
iit is made any time before the close of the financial year. 

(Sd.) M. V. RANGACHARI, 
Joint Secy. , - -  

ANNEXURE IIZ 
[NO. Fl(62) -B/S!I 

GOVERNMENT O F  INDIA 
MINISTRY OF FINANCE 

New Delhi, the 30th July, 1952. 
MEMORANDUM 

:SUBJECT:--Contingency Fund of India-Rules for the-. 
The undersigned is directed to forward herewith a copy of the 

'Contingency Fund of India Rules framed under Section 4 of the  
Contingency Fund of India Act, 1950 (XLIX of 1950) for the guid- 
.ance of the Ministry of Home Affairs, etc. - 

The rules are being published in the Gazette of India, Part IT. 
Section 3 of Saturday, the 9th August, 1952. 

(Sd.) H. S. NEGI, 
Deputy Sew. 

To 
All Ministries of Government of India; t h e  Cabinet Secre- 

tariat; the Prime Minister's Secretariat; the Partition Secretariat; 
the Secretariat of the House of the People; the Secretariat of the 
Counci! of STates; Secretary to the President. 

N. F.1(63)-B/S2 
Copy with copies of enclosures forwarded to:- 
The Financial Secretaries of all State Governrncnts including 

Par t  'C' States; the Supreme Court; the Union Public Service Com- 
mission; the Financial Commissioner of Railways; the Chief Ac- 
counting officer $0 the High Commissioner for India in the United 
Kingdom, London; the Financial Adviser and Chief Accounts Offi- 
cer, Hirakud Project, Sambalpur, Orissa; the Controller General 
of Defence Accounts. 

Copy with copies of enclosure also forwarded to the Comptroller 
and Auditor-General of India and to all offices under his control. 

Copy with copies of enclosure also-to all *Divisions and Branches 
.in the two Departments of the Ministry of Finance. 

By order, etc'., 
U S  (Sd.) H. S. NEGT, 

Deputy Secy. -- 
*with 100 spare copies for Budget Division. . . . . 



Enclosure to Annexure I11 
MINISTRY OF FINANCE 

NOTIFICATION 
New Delhi, the 30th July, 1352 

S.R.O. 1358.-In exercise of the powers conferred by section 4 of 
the Contingency Fund of India Act, 1950 (XLIX of 1950), the Cen- 
tral Government hereby makes the following rules:- 

CONTINGENCY FUND OF INDIA RULES 

1. These Rules may be called the Contingency Fund of India 
Rules. 

2. The Contingency Fund of India shall be held on behalf of 
the President by the Secretary to the Government off 
India, Ministry of Finance, Department of Economic 
Affairs. 

3. From out of the balance in the Fund, such amounts as may  
be agreed upon from time to time shall be placed a t  
the disposal of the Financial Commissioner of Railways 
for the purpose of meeting the unforeseen expenditure 
of the railways. 

4. Subject to the provisions-of rule 5 below, all applicatio= 
for advances from the Fund shall be made to the Sec- 
retary to the Government of India, Ministry of Finance, 
Department of Economic Affairs. The applications 
shall give:- 

(i) brief particulars of the additional expenditure involved, 
(ii) the circumstances in which provision could not be in- 

cluded in the budget, 
(iii) why its postponement is not possible, 
(iv) the amount required to be advanced from the Fund 

with full cost of the proposal for the year or part of 
the year, as the case may be, and 

(v) the grant or appropriation under which supplementary 
provision will eventually have to be obtained. 

5. Applications for advances required by railways shall be 
made to the Financial Commissioner of Railways in the 
manner provided for in rule 4. 

6. Advances from the ~ u i d  shall be made fo; the purposes of 
meeting unforeseen expenditure. 

7. A copy of the order sanctioning the Advance, which shaU 
specify the amount, the rant or appropriation to which. f it relates and give brie particulars by sub-heads ane 
units of appropriation of the expenditure for meeting 
which it is made, shall be'forwarded by the mnistryr 

I 3 
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ot Finance or the Financial Commissioner of Railways, 
as the case may be, to the Audit and Accounts OfElcers 
concerned. In addition, the Ministry of Finance and 
Financial Commissioner of Railways, shall fcrward 
copies of such orders to the Accountant General, Cen- 
tral Revenues and the Director of Railway Audit res- 
pectively.* 

8. Supplementary estimates for all expenditure so financed 
shall be presented to Parliament a t  the first session 
meeting immediately after the advance is sanctioned. 
As soon as Parliament has authorised the additional 
expenditure by including it in any Supplementary 
Appropriation Act, the advances made from the Fund 
shall be resumed to the Fund. . 

Note.-While presenting to Parliament estimates for all expendi- 
b e  financed from the Contingency Fund, a note to the following 
effect will be appended to such estimates:- 

"'A sum of Rs.. . . . . . . .has been advanced from the Contin- 
gency Fund in. .  . .and an equivalent amount is required 
to enable repayment to be made to that Fund." 

9. A copy of the order resuming the advance, which shall 
give a reference to the number and date of the order in 
which the original advance was made and to the Sup- 
plementary Appropriation Act referred to in rule 8, 
shall be forwarded by the Ministry of Finance and the 
Financial Commissioner of Railways, as the case may be 
to the Aud:t and Accounts officers concerned. In addi- 
tion, the Ministry of Finance and the Financial Com- 
missioner of Railways, shall forward copies of such 
order to the Accountant General, Central Revenues, 
and the Director of Railway Audit respectively. 

10. An account of the transactions of the Fund shall be main- 
tained by the Min'stry of Finance in Form-A annexed 
to these rules. 

Note.-The Financial Commissioner of Railways shall maintain 
in the same form an account of the sum placed at his disposal under 
rule 3 above. 

11. Actual expenditure incurred against advances from the 
Contingency Fund shall be recorded in the account re- 
lating to the Contingency Fund in the same detail 
as it would have been shown if it had been paid out of 
the Consolidated Fund. 





ANNEXURE IV 
Co y of the Notification No. 1(113)B/53, dated 23rd September, 

1953, 9om the Governhent of India, Ministry of Finance, to the 
Manager, Government of India Press, New Delhi. 

In exercise of the powers conferred by section 4 of the Contin- 
gency Fund of India Act 1950 (XLIX of 1950), the Central Govern- 
ment hereby directs that the following amendments shall be made, 
in the Contingency Fund of India Rules, namely:- 

In the said Rules- 
1. In rule 6, after the word "expenditure" the words "including 

expenditure on a new service not contemplated in the annual finan- 
cial statement" shall be inserted. 

2. In rule 8- 
(a) The note under rule 8 shall be re-numbered as 'Note 1' and 

in this note as so re-numbered the word "all" shall be omitted and 
for the word "will" the word "shall" shall be substituted. 

('b) after "Note 1" as so re-numbered the following note shall be 
inserted, namely: - 

"Note 2-If the expenditure on a new service not contemplated' 
in the annual financial statement can be met, wholly or partly, 
from savings available within the authorised appropriation, the note, 
appended to the estimate submitted shall be in the following form- 

.... The expenditure is on a new service. A sum of Rs.. .has 
been advanced from the Contingency Fund in. .  . . .  .and an equiva-- 
lent amount is required to enable repayment to be made to that 
Fund. 

The amount viz. Rs. - -. - - -- - - 
A part of that amount viz. Rs. ........................ can be found 

by re-appropriation of savings within the grant ano 
a token vote only is now required viz. Rs. ............... only." 
a vote is required for the balance 

3. After rule 8, the following rules shall be inserted, namely:- 
"8-A. If, in any case, after the order sanctioning an advance- 

from the Contingency Fund has been issued in accordance with rule. 
7 and before action is taken in accordance with rule 8, it is found 
that the advance sanctioned will remain wholly or partly unutilised, 
an application shall be made to the sanctioning authority for can- 
celling or modifying the sanction, as the case may be. 

8-B. All advances sanctioned from the Contingency Fund to 
meet expenditure in excess of the provision for the service included 
in an Appropriation (Vote on Account) Act shall be resumed to the- 
Contingency Fund'as soon as the Appropriation Act in respect of' 
the expenditure on the service for the whole year, including the  
excess met from the advances from the Contingency Fund has beem 
passed." 
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ANNEXURE V 

Copy of a D.O. No. D. 176-BII/51, dated the 4th January, 1951, 
Srom Shri K. G. Ambelgaokar, Secretary, Ministry of Finance, (De- 
partment of Economic Affairs), Government of India, New Delhi. 

During the last session of Parliament, there was considerable 
criticism that in spite of repeated requests' in the past-supplement- 
ary demands were still being placed a t  the ,end of the session with- 
out adequate notice for study of papers and without allowing suffi- 
cient time for their consideration. Similar criticism about the in- 
adequacy of time for studying papers relating to the supplementary 
demands was made in the Standing Finance Committee also. The 
,delay in submission of supplementary demands, first to the Stand- 
ing Finance Committee and then to the Parliament, is primarily 
due to the non-observance of dates by the Ministries. m u s ,  al- 
tliough supp1ementai.y demands statements for the recent session 
had to reach this Ministry by the 7th November some Ministries 
were not able to finalise their proposals until the last week of Nov- 
ember and in some cases, even failed to apply for supplementary 
demands although they  definite!^ anticipated excesses. 

2. It must be realised that under the Constitution expenditure 
in excess of the sanctioned grant is not permissible without the 
specific prior vote of Pa~.liament and that the mere voting of sup- 
piemcntary demands does .lot authurise tLe drawal of funds which 
has to await the passing of the Appropriation Biii which can be 
introduced on!\. :i!'i(!~ t he  supplementary demands are voted and 
which has go through the usual procedure relaling to legislation. 
It is thus evident that supplementary demands must in future be 
passed .i7ery early 1 1 1  tlle Parliamentary session and the time table 
has lo be arranged accordingly. As the Standing Finance Commit- 
tee usually requir.es a fortnight's notice for consideration of propo- 
sals and as the printed proceedings of the Standing Finance Com- 
mittcc and the printed book of Supplementary Demands have to be 
circulated to Members of Parliament in sufficient time before the 
date due for their consideration, this in effect means that the s u p  
plemental-y demcnds in future have to be finalised well before the 
commencement of a Parliamentary Session. 

3. For the ensuing Budget Session it is accordingly requested 
that Ministries should finalise their supplementary demands in con- 
sultation with the associated finance by the 15th January, 1951 and 
that fair copies of the memoranda to the Standing Finance Com- 
mittee and of the supplementary demands statements should reach 
this Ministry (in the Standing Finance Committee and Budget 
Branches respectively) by the 31st January, 1951. Thee dates will 
'be observed strictly and it will not be possibk to accept requests 
received after this date. . 

4. As the Ministries are aware, Standing Finance Cornmi- 
approvar is required to : - 

(a) all proposds involving expenditure pn.,a new service; 
(b) all proposals for e nsion of existing services involving 

an  expenditure o "$ over Rs. 5 lakhs non-recurring and/ 
or  over Rs. 1 lakh recurring per annum; and , 
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(c) all proposals for supplementary grants including not only 
schemes already approved by the Standing Finance 
Committee but also increases anticipated in normaL 
expenditure. 

Proposals at  (a) and (b) are referred to the Committee as and 
when the schemes come up and at the earliest convenience of the 
Committee. Proposals at (c) used formerly to be presented in the 
form of supplementary demands statements and explained, where 
necessary by representatives of Ministries orally before the Stand- 
ing Finance Committee. During the recent session, however, the 
Standing Finance Committee desired that the demands should b e  
justified through separate self-contained memoranda and this pro- 
cedure will have to be followed in future. The memoranda should. 
be comprehensive and new items [including those which have not 
previously been referred to the Committee under (a) and (b)] 
should be mentioned specifically. 

5. During the discussion on the supplementary demands and 
the Appropriation Bill on the 22nd and 23rd December, 1950, H.M. 
(Finance) also gave an undertaking that the foot notes in supple- 
mentary demands would be made more elaborate and intelligent 
and would indicate clearly additional expenditure on new items. 
and items that merely represent excesses in ordinary normal expen- 
diture. Ministries are requested to ensure that care is taken in  
preparing the explanations accordingly. 

Sd./- K. G. AMBEGOAKAR. 

ANNEXURE VI 
Copy of D.O. letter No. F.2(11)Co/51, dated the 7th December, 

1951, from the Government of India, Ministry of Finance, New 
Delhi. 

I 

In July last the Public Accounts Committee drew the attention 
of this Ministry to the criticism made by the Comptroller and 
Auditor-General that Ministries do not take adequate steps to en- 
sure that the expenditure figures as recorded in the Departmental 
registers etc., are reconciled with those compiled by the Accounts 
Offices. It is obvious that without such reconciliation it is not possi- 
ble for the Ministries or for the Heads of Departments subordinate 
to them to control expenditure against grants voted by Parliament 
as ultimately it is the figures compiled by the Accounts Offices (and 
not the Departmental figures) that are incorporated in the Appro- 
priation Accounts. The procedure for the control of expenditure 
and reconciliation between the Departmental and Accounts figures 
is laid down in General Financial Rules Vol. I, Rules 88-92 and 
Annexure B to Chapter 5. Instructions have also been issued from 
time to time. in the past emphasising the need and importance of 
such a reconciliation, the latest 'being Finance Ministry's Office 
Memorandum No. D.6039-BIIl49, dated the 7th October, 1949, a copy 
of which is enclosed for ready reference. Further instructions lay- 
ing down the procedure to ensure that such reconciliation is effect- 
ed by the various budgettin authorities from time to time are being 
issued separately, and it is % oped that this matter will receive care- 
ful attention at the hands of all concerned officers under the control 
of your Ministry. , 
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2. Apart from the periodical reconciliation of the departmental 

with the Accounts figures it is also necessary for the each Ministry 
to have currently reported to it the departmental figures of expend- 
ture to enable it to watch the flow of expenditdre against the sanc- 
tioned grant for which it is accountable to Parliament. Under the 
existing orders, the Heads of Departments outside the headquarters 
of the Government of India have to prepare returps of the monthly 
progress of expenditure in Form G.F.R.7 as indicated in para 89(4) 
(vi) of the Central Government Compilation of the General Finan- 
cial Rules. A similar return in Form G.F.R.ll has to be prepared 
by the Controlling officers in the Ministries of the Central Govern- 
ment and their attached and subordinate offices at the headquarters 
of the Government of India, vide Annexure B referred to in para 
90 of the General Financial Rules. In both cases though expendi- 
ture figures are available either with the Heads of Departments or 
the controlling officer no procedure has been prescribed for making 
these figures available to the Ministries to facilitate the latter's con- 
trol over the expenditure against the grant as a whole. In  the 
absence of this information most Ministries are not in a position to 
know at any given time the progress of expenditure in respect of 
the various grants controlled by them. It is accordingly necessary 
that the returns in Form G.F.R. 7 or 11 as the case may be, referred 
to above, should be forwarded in future to the administrative Mi- 
nistry by the Headquarters of the Departments in offices outside the 
headquarters of the Government of India, and by the concerned 
officers in the attached and subordinate offices of the Ministry at  the 
headquarters. These should be obtained by the 15th of the month 
following the month to which the return relate. The information 
so obtained should be suitably posted by each Ministry in the Re- 
gister or Registers kept for the purpose with a view to enable the 
sanctioned grant and the progressive total of expenditure incurred 
from month to month being ascertained at a glance. Heads of De- 
partments and controlling Officers should be instructed that if the 
departmental figures submitted to the Ministry require correction 
in a subsequent month, such correction should be made by making 
plus or minus entries in the progressive totals. I t  should however 
be understood, that if in any case the accounts office figures which 
subsequently become available are higher than the departmental 
figures, the former should be assumed to be the correct figures as 
appropriation accounts are prepared on the basis of the figures 
booked in the accounts. Formal orders in the above sense will be 
issued separately. If there are any practical difficulties in giving 
effect to these suggestions or figures do not become available for 
any sector of expenditure, the matter should be reported to the 
Ministry of Finance. 

3. I need hardly emphasize that the responsibility for the control 
of expenditure against the sanctioned grant is entirely that of the 
administrative Ministry concerned, and all that the Finance Minis- 
try can do is to arrange for assistance being made available to the 
Secretary of the administrative Ministry to apprise him of any 
defect in the system and machinery of control tha't' comes to our 
notice. H. M. Finance has had under consideration the question of 
the nature and extent of the assistance that the Finance Ministry 
might render in, this connection and I am directed to make the 
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following suggestion which it is hoped will be acceptable to your 
Ministry. 

4. The Joint Secretary of the Finance Ministry accredited to cach 
Ministry will hold periodical (say, quarterly) meetings a t  which his 
own Deputy and Under Secretaries and also the concerned officers 
of the administrative Ministry will be present. At these meetings 
officers of the administrative Ministry will explain if the expendi- 
ture returns are coming in regularly and are consolidated regularly 
by the Ministry, and they will also indicate the grant in respect of 
which they expect an excess or saving on the trend of actuals or 
other information available with them. The joint Secretary, Fin- 
ance will offer his advice on any points that might arise from the  
statements made by the administrative Ministry's representatives. 
He  will also go through the Registers and if he feels that the action 
propwed is not adequate or ally further action is necessary, he will 
indicate this at the meeting and i f  his ndvice is not taken he will 
informally bring the matter to the notice of the Secretary of the 
administrative Ministry concerned so that the final decision on the 
points of difference is taken at the h~ghest  level. 

5 .  It is hoped that you wdl now take such action as is consider- 
ed necessa1.y to improve the machinery for the control of expendi- 
ture in your Ministry in the light of what I have said above and 
also impress on the officers of your Ministry and the departmental 
heads under your control the Public Accounts Committee's insist- 
ence on the need for exercising the greatest possible vigilance in 
Illis matter. 

Sd./- K. R. K. MENC)N. 
-- 

A N N E X U R E  VII 
Copy of O;!ice Mcxmol-mdum Xo. D. 6039-EII/49, dated the 7th 

October, 1949, from Government of  India, Ministry of Finance, to all 
Mmistr~es of the Government of India, etc. 

The Accountant General, Central Revenues, has brought to the 
notice of this Ministry that the ploccdure prescribed for the recon- 
ciliation of departmental figures booked in the Accounts Office is 
not bemg followed by the various Ministries, De~ar tments ,  etc. In 
some cases, this reconciliation is in arrears from April, 1948 onwards 
with the result that the compilation of the Appropriation Accounts 
for the year 1948-49 is being unnecessar:ly held up. The delay is 
mainly due to the failure on the part of the various Ministries, De- 
partments, etc. to depute their assistants regularly and in time in spite 
of repeated reminders from the Accounts Office. In some cases, the 
results of reconciliation with the observations of the Departmental 
authorities are not reported to the Accountant-General in time to 
enable him to carry out necessgry adjustments. 

2. Owing to the rapid expansion of Governmental activities 
during the war and to the diversion of experienced staff that follow- 
ed, the  procegure prescribed for the reconciliation of departmental 
expenditure with those booked in the Accounts Offices has in most 
cases not been followed. Without this reconciliation i t  is not possi- 
ble for the Executive to control the  expenditure against the grant 
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obtained from the Legislature. There has been a growing volume 
of criticism that there is in effect, no real control of expenditure 
now. I t  is therefore extremely important to seeure that there is a 
prompt and systematic reconciliation between the departmental 
figures and the accounts. The importance of this work can there- 
fore hardly be over-emphasised; for this is the only means whereby 
the controlling authorities can accurately estimate from month to 
month the ultimate savings and excesses in grants placed a t  their 
disposal to enable them to apply for additional funds where requir- 
ed before the expenditure is actually incurred and to surrender un- 
necessary funds betore the close of the year. 

3. The undersigned is accordingly directed to request that effec- 
tive steps may be taken immedmtely to observe the procedure laid 
down I i l  the late Flnance Department Resolut~on No 13-Fx/:'T,, 
dated the 2nd August, 1926. and in its OFFICE M E M O R A N D U ~  No. 
D 2839-B.. dated t b l c  :Ith July, 1933, f o ~  reconchng depdrtmental 
figures of expend~iurc wlth those booked In the Accounts Offices. 

Sd./- M. V. RANGACHARI. 
Deputy Secy. 

. 4 N N E X J R E  VlII 
C@py of Office Memorandum Xu. 11399-B.I/31, dated the 18th 
December, 1931, trom Governnlent of India, Ministry of Finance 
(Department of Economic Affairs) to all Ministries etc. 

SC~:.IF,CT.-R~c'o~triliaf ion of dcpar tmcnfa l  f i c i i ~ ~ e s  of expendi ture  
:rit/! c;c.co?i 1 1 1  fig a 1.c~. 

'('he ~ ~ n d c r x i q n e t l  is d i rcc~i .6  to il:\,itc ;I miewnce to F i n ~ n c e  Mi- 
11i:,j,:: r)flicc I l c m f ~ r a n i i ~ ~ r n  Yo. D.6033-G.I1/49, dated the 7ih O C ~ O -  
bt,+., 194it. Ir n.l>:i.i~ ~ h t .  i!npo~,xar~ct~ 0:' prompt and :vstcmat!c recon- 
cjiiation i-wtwo~~n the  departments! and accounts office figures was 
emphasis: (1. To ens:lx'e :his, Ministries wc1.e requested to take steps 
1.0 lolioiv s t r i c ~ l y  thc procedure prescribed in this regard in the late 
Financc D:,;~..:.trnent Ecso!ution W o .  13-Es-2.5. datcci !he 2 n d  1 4 ~ g ~ ~ t ,  
1q.h'  . - U ,  and its C).;lce M ~ r n o r a n d ~ ~ r n  No. D. 3639-R, tiatcd the 8th 3111y. 
1933 (Tllc o~,tlel.s have since been incorporated in Rules 88-92 and 
Anni . s~o ,c  I3 t o  C!i:-;):c.!. 5 O E  tl!' Ccntral Ch\7e!xment Compilation 
of Fin:~l:cir:l Ruies).  

2 .  Vndrl- the existing p ~ m e d u r c  Ike Administrative Ministry/ 
Department has no ready means of knowing whether the monthly 
recnncili2tion as prcscrihed is being regularly carried out by the 
variou? hcads of the Dcpar!ments ynder it. This can he achieved 
if the Heads of Departments send montkly returns showing the pro- 
gress of rgconciliation in respect of expenditure relating to each of 
the grants placed at t h ~ i r  disposal t.o tLe Ministry/Department con- 
cerned. Such returns should be accompanied by a sratement show- 
ing the departmental figures, the reconciled figures, the prescribed 
date of reconciliation, the date on which the reconciliation was com- 
pleted and arrears, if any, with remarks i~d ica t ing  steps taken to 
clear the arrearstand should reach the Ministry not later than the  
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end of the second month following the month to which the expendi- 
ture pertains. The Ministry in its turn should watch that the re- 
turns are received'by it regularly by maintaining a Broadsheet in 
the form attached for each Head of Department, vide Annexure A, 
and take necessary measures promptly to complete reconciliation 
where delays occur. 

0 

Sd.c  (H. S. NEGI), 
Deputy Secy. 

ANNEXURE IX 
Copy of Office Memorandum No. 12122-B.II/51, dated the 18th 

December, 1951, from Government of India, Ministry of Finance to 
all bhistries of the Government of India, etc. 

The undersigned is directed to invite a reference b this Minis- 
try's Office Memorandum No. 11399-B.1151 of even date on the sub- 
ject of the reconciliation of departmental and accounts figures (See 
Annexure VIII) . 

Apart from the periodical reconciliation of the departmental 
with the accounts figures it is also necessary for each Ministry to 
have currently reported to it the departmental figures of expendi- 
ture to enable it to watch the flow of expenditure against the sanc- 
tioned grant for which it is accountable to Parliament. Under the 
existing orders, the Heads of departments outside the headquarters 
of the Government of India have to prepare returns of the monthly 
progress of eqenditure in Form G.F.R. 7 as indicated in para 89(4) 
(vi) of the Central Government Compilati~n of the General Finan- 
cial Rules. A similar return in Form G.F.R. 11 has to be prepared 
by the controlling officers in the Ministries of the Central Govern- 
ment and their attached and subordinate offices at the headquarters 
of the Government of India, vide Annexure B referred to in para. 90 
of the General Financial Rules. In both cases though expenditure 
figures are available either with the Heads of Departments or the 
controlling officers no procedure has been prescribed for making 
these figures available to the Ministries to facilitate the latter's con- 
trol over the expenditure against the grant as a whole. In the absence 
of this information most Ministries are not in a position to know at  
any given time the progress of expenditure in respect of the various 
grants controlled by them. It is accordingly necessary that the re- 
turns in Form General Financial Rules 7 or 11, as the case may be, 
referred to above, should be forwarded in future to the administra- 
tive Ministry by the Heads of Departments in offices outside the 
headquarters of the Government of India, and by the concerned om- 
cers in the attached and subordinate office of the Ministry at head- 
quarters. These should be obtained by the 15th of 'the month 
following the month to which the returns relate. The information 
so obtained should be suitably posted by each Ministry in the Re- 
gister or Registers kept for the purpose with a view to enable the 
sanctioned grant and the progressive total of expenditure incurred 
from month to month being ascertained at a ,glance. Heads of 
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Departments and Controlling Officers should be instructed that if 
the departmental figures submitted to the Ministry require correctjon 
in a subsequent month such correction shoulG be made by ma- 
lw or mi'nus entries in the progressive totals. I t  should, however, 

g e  understood, that if in any case the accounts oface figures which 
subsequently become available are higher than the departmental 
flgures, the former should be assumed to be t e correct figures as 
appropriation accounts are prepared on the asis of the figures 
booked in the accounts. 

! 
If any practical difficulties arise in giving effect to the procedure 

prescribed in the preceding paragraph, or the expenditure figures 
do not become available for any sector of expenditure controlled 
by a Ministry/Department, the matter may be reported to the Mi- 
nistry of Finance. 

Sd.1- (H. S. NEGI), 
Deputy Secy. 

Enclosure to Annexure ZX 
Broaclsheet for watching receipt of the Returns from the Heads of 

Departments under a Ministry. 

5. Date of receipt of returns 
No. Grant No. - 

April May June July. . . . . . . .March. 

-- ---- - - - - -- - - 
N.B. 1. Dates of receipt should be noted in monthly columns. 

Reminders should be sent if returns are not received by 
the prescribed date. 
2. Returns relating to the Secretariat proper should also 
be maintained in the above form. 
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APPENDIX IIA 

Memorandum submitted by the Ministry of Finance (Depart- 
ment of Revenue & 'Expenditure), in regard to the Public Accounts 
Committee's recommendations at Serial Nos. 4, 5 and 8 of the State- 
ment. 

I t e m  4 and 5+In the matter of proper budgetting and effective 
control over expenditure, the Ministry of Finance have issued speci- 
fic instructions in their Office Memoranda No. 6039-BII/49, dated 7th 
October, 1949; No. 11399-BI/51, dated 18th December, 1951; No. 12122- 
BII/51, dated 18th December, 1951 and D.O. No. F.2(11)-Co/51, 
dated 7th December, 1951 (See Annexures I to IV).  Instructions 
have also been issued for the regular reconciliation of departmental 
figures with those booked in the accounts prescribing therein spe- 
cial reports to ensure proper compliance which will facilitate better 
control over expenditure. 

Item 8.-The suggestions made by the Public Accounts Cornmit- 
tee have been accepted and necessary instructions have been issued 
v i d e  D.O. No. F.2(11)-Co/51, dated the 7th December, 1951 (See  
Annexure I ) .  

Sd / -  (J. DAYAL). 
Joint Secy. 

D.O. NO. F.2(11)-C0/51. 
GOVERNMENT OF INDIA 

Nett: Delhi.  da:cd t h e  7rJ1 December. 1951 
My dear, 

In July  last the Public Accounts Committee drew the attention 
of this Ministry to the criticism made by the Comptrollw and 
Audilol-General that Ministries do not take adcqua tc  stcpi ; ( I  en- 
sure that the expenditure fiqures as recorded in the Departmental 
registers, etc., are reconciled with those complied by the Accounts 
offices. I t  is obvious that without such reconciliation it is not possi- 
ble for the Ministries or for the Heads of Departments subordinate 
to them to control expenditure against grants voted by Parliament 
as ultimately it is the figures compiled by t h e  Accounts offices (and 
not the Departmental figures) that are incorporated in the Appro- 
priation nccounts. The procedure for the control of expenditure 
and reconciliation between the Departmental and Accounts figures 
is laid down in General Financial Rules Vol. I, Rules 88-92 and 
Annexure B to Chapter 5. Instructions have also been issued from 
time to time in ' the past emphasising the need and importance of 
such a reconciliation, the latest being Finance Ministry's O.M. No. 
D.6039-BII/49 dated the 7th October, 1949, a copy of which is en- 
closed for ready reference. Further instructions lqying down the  

t I .  



25 

procedure to ensure that such reconciliation is effected by the  vari- 
ous budgetting authorities from time to time are  being i ~ ~ e d  
separately, and i t  is hoped that this matter wiIl receive careful 
attention a t  the hands of all concerned officers under the control of 
your Ministry. 

2. Apart from the periodical reconciliation of the departmental: 
the accounts figures it is also necessary for each Ministry to 

have currently reported to it the departmental figures of expendi- 
ture to enable it to watch the flow of expenditure against the  sanc- 
tioned grant for which it is accountable to Parliament. Under the  
existing orders, the Heads of Departments outside the headquarters 
of the Government of India have to prepare returns of the monthly 
progress of expenditure in Form G.F.R.7 as indicated in pa ra  
89 (4) (vi) of the Central Government Compilation of the General 
Financial Rules. A similar return in Form G.F.R. 11 has tq be pre- 
pared by the controlling officers in the Ministries of the Central 
Government and their attached and subordinate offices at the head- 
quarters of the Government of 1ndia;vide Annexure B referred to in 
para. 90 of the General Financial Rules. In both cases though 
expenditure figures are available either with the Heads of Depart- 
ments or thc controlling officers no procedure has been prescribed 
for making these figures available to the Ministries to facilitate the  
latter's control over the expenditure against the grant as a whole. 
In the absence of this information most Ministries are not in a posi- 

,tion to know at  any given time the progress of expendiure in res- 
pect of the various grants controlled by them. It  is accordingly 
necessary that  the returns in Form G.F.R. 7 or 11, as the case may 
be, reftmcrl t o  abm-e, s h c ~ ~ ~ l d  be forwarded in future lo the admi- 
n i s k a t i ~ ~ i .  Ministry b?. t h e  Heads of Departments in offices outside 
the hcaclqu;~r:crs of' the C;m.crnmcnt of India, and by the concerned 
officer's in t h e  attrtclicd and s::tmrciinate ofices of the Ministry a t  
the i:eadqur:l-ters. Thcsr. shc~t~ld 1)c obtained by the 15th of the 
month follun-ing l ' i ! ~  111.i11:h to  which !!I? re:urns relate. The infor- 
mation so obt~tincd shoidd be suitably posted by each Ministry in 
ttle Register or Registers k ~ p t  for the purpose with a view to enable 
:hc sa~;~~tionc:l g r m t  and the prc?gressi~-e total of expenditure in- 
C : : Y I Y Y ~  !'!.(>:il inont !~  :o rnon:h bein? ascc~tainrd at a ~ ? a n c e .  Heads 
of Dcpartmcn!~ and Con~rnllin,q Officers A u u l d  be, xlstructed that  
if the departmcntnl f i g ~ ~ r e s  submitted to the I1I:ilistry required 
correction in rl subsuquent n1i:ntli. S L I C ! ~  col.~.cction should be made 
by making plus or  i n l j l ~ s  entries in the progressive totals. It should 
however bc ~inctcrstnod, that if in any case the accounts office figures 
which sut~sequcntly beconle available are higher than the depart- 
mental figures, the formcr should be assumed to be the correct 
figures as appropriation accounts are prepared on the basis of the 
figures booked in the accounts. Formal orders in the above sense 
will be issued separately. If there are any practica! difficulties in 
giving effect to these suggestion3 or figures do not become available 
for any sector of expenditure, the matter should be reported to the  
Ministry of Finance. 

3. I need hardly emphasize that the responsibiEty for the controI 
of expenditure against the sanctioned grant is entiwlg that of the 
administrative Ministry concerned, and all that the Finance Minis- 
try can do is tp arrange for assistance being made av3ilable to the 

s a 



Secretary of the administrative Ministry to apprise him of any d+ 
fe& in the system and machinery of control that comes to our no- 
tice. H. M. Finance has had under consideration the question of 
the nature and extent of the assistance th@ the Finance Ministry 
might render in this connection and I am directed to make the 
following suggestion which it is hoped will be acceptable to your 
Ministry. 

4. The Joint s&retary of the Finance Ministry accredited to 
each Ministry will hold periodical (say, quarterly) meetings at  
which his own Deputy and Under Secretaries and also the concern- 
ed officers of the administrative Ministry will be present. At !these 
meetings officers of the administrative Ministry will explain if the 
expenditure returns are coming in regularly and are consolidated 
regularly by the Ministry, and they will also indicate the grant in 
respect of which they expect an excess or saving on the trend of 
actuals or other information available with them. The Joint Sec- 
retary, Finance will offer his advice on any points that might arise 
from the statements made by the administrative Ministry's repre- 
sentatives. He will also go through the Registers and if he feels 
that the action proposed is not adequate or any further action is 
necessary, he will indicate this at the meeting and if his advice is 
not taken he will informally bring the matter to the notice of the 
Secretary of the administrative Ministry concerned so that the final 
decision on the points of difference is taken at the highest level. 

5. I t  is hoped that you will now take such action as is consider- 
-ed necessary to improve the machinery for the control of expendi- 
ture in your Ministry in the light of what I have said above and also 
impress on the officers of your Ministry and the departmental 
heads under your control the Public Accounts Committee's insist- 
ence on the need for exercising the greatest possible vigilance in 
this matter. 

Yours sincerely, 
Sd/- K. R. K. MENON. 

To 
All Secretaries. 

ANNEXURE ll 
Copy of Office Memorandum No. 6039-BIIl49, dated the 7th Octo- 

ber, 1949, from the Ministry of Finance, Government of India, New 
Delhi, to all Ministries, etc. 

The Accountant General, Central Revenues, has brought to the 
notice of this Ministry that, the procedure prescribed for the recon- 
ciliation of departmental figures booked in the Accounts Oface is 
not being followed by the various'Ministries, De artments, etc. In 
some cases, this reconciliation is in arrears from 1 pril, 1948 onwards 
with the results that the compilation of the Ap ropriation Accounts P for the year 1 9 W 9  is being unnecessarily he d up. The delay is 
mninly due to the failure on the part of the various Mfnfstrfes, De- 
partments etc., to dep& their asgistanla regularly and in time fn- 
spite of repeated reminders from the Accounte O5ce. In some 
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cases, the results of reconciliation with the observations of the 
Departmental authorities are not reported to the A ~ c ~ u n t a n t  Gen* 
ral in time to enable him to carry out necessary ad j~ tments .  

2. Owing to the rapid expansion of Governmental activities dur- 
ing the war and to the diversion of experienced staff that followed, 
the procedure prescribed for the reconciliation of departmental 
expenditure with those booked in the Accounts Offices has in most 
cases not been followed. Without this reconciliation it is not p o d -  
ble for the Executive to control the expenditure against the grant 
abtained from the Legislature. There has been a growing volume 
of criticism that there is in effect, no real control. of expenditure 
now. It is therefore extremely important to secure that there is a 
prompt and systematic reconciliation between the departmental 
figures and the accounts. The importance of this work can there- 
fore hardly be over-emphasised; for this is the only mews whereby 
the controlling authorities can accurately estimate from month to 
month the ultimate savings and excesses in the Grants placed at 
their disposal to enable them to apply for additional funds where 
required before the expenditure is actually incurred and to sur- 
render unnecessary funds before the close of the year. 

3. The undersigned is accordingly directed to request that effec- 
tive steps may be taken immediately to observe the procedure laid 
.down in the late Finance Department Resolution No. 13-Ex/25, dated 
the 2nd August, 1926, and in its Office Memorandum No. D.2839-B, 
dated the 8th July, 1953, for reconciling departmental figures of 
expenditure with those booked in the Accounts Offices. 

ANNEXURE III 
Copy of Office Memorandum No. 11399-B.I/51, dated the 18th 

December, 1951 from the Government of India, Ministry of Finance 
(Department of Economic Affairs), New Delhi to all Ministries of 
the Government of India, etc. 

SUBJECT:--Reconciliation of departmental figures of expendittye 
with account figures 

The undersigned is directed to invite a reference to Finance 
Ministry Office Memorandum No. D. 6039-B.11149, dated the 7th 
October, 1949 in which the importance of prompt and systematic 
reconciliation between the departmental and accounts office figure 
was emphasised. To ensure this, Ministries were requested to take 
steps to follow strictly the procedure prescribed in this regard in 
the late F'inance Department Resolution No, 13-Ex/25, dated the 
22nd August, 1926 and its Office Memorandum No. D.2839-B, dated 
the 8th July, 1933. (The orders have since been incorporated in Rules 
88-92 and Annexure B to Chapter 5 of the Central Government 
Compilation of Financial Rules). 

2. Under the existing procedure the Administrative Minisw 
Department has no ready means of knowing whether the monthly 
reconciliation as prescribed is being regularly carried out by the 
various Heads of the Departments under it. This can be achieved 



if the  Heads of Departments send monthly returns showing the  pro- 
gress of reconciliation in respect of expenditure relating to each of 
the  grants placed a t  their disposal tc the Ministry/Department con- 
cerned. Such returns should be accompan:ed by a statement show- 
ing the departmental figures, the reconciled figures, the prescribed 
date of reconciliation, the date on which the reconciliation was  
completed and arrearp, if any, with remarks indicatmg steps taken 
to clear the arrears and should reach the Ministry not later than 
the end of the second month fo!lowing the month to which the  
expenditure pertains. The Ministry in its turn should watch that  
the returns are received by it regularly by maintaining a Broad- 
sheet in the form attached for. each Head of Department, vzde 
Annexure A, and take necessary measures promptly to complete re- 
cor~ciliation where delays occur. 

Sd./- (H. S. NEGI), 
Deputy Secy. 

Encolosu7~e To  Annexure I I I  
Broadsheet tor u.atch~?lg rec,-lpt o f  t71e Rcturns .from the  Heads  of 

Departments under a Ministry. 
-- - - - - .  

S .  
No. Grant No 

- - - 

N.B. 1. Dates of receipt should be noted in monthly columns. 
Remindels should he s?nL i i  1ciul.ns a l e  not ~ e c c ~ v c d  
? ~ y  the  prescrihec: date. 

2 keturxs relatlng to the Sccretar ,a~ plopvr should 
a l m  he ~naintained In ;he above fcrm 

Copy of ORicc Menlorandurn No. 12122-B.II/51, dated the 18th 
December, 1951 from the Government of India. Ministry of Finance 
(Department of Economic Affairs) to All Ministries of the Govern- 
ment of India, etc. 

The undersigned 1s directed to inyite a reference to this Min~s-  
try's Office memo ran dun^ Ko. 11399-R.I/51 of even date on the 
subject of the reconc~l~atior~ of departmental illid accounts figures. 

2. Apart from the periodical reconciliation of the departmental 
with the accounts figures it is also necessary for each Ministry to 
have currently reported to i t  t he  departmental figures of expcndi- 
ture to enable it to watch the flow of expenditure against the sanc- 
tioned grant for which i t  is accountable to Parliament., Under the 
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existing orders, the Heads of Departments outside the  headquarters 
of the  Government of India have to prepare returns of the  monthly 
progress of expenditure in Form G.F.R. 7 as indicated in  para. 89(4)(vi) 
~f the Central Government Compilation of the General 
Financial Rules. A similar return in Form G.F.R. 11 has to be pre- 
pared by the controlling officers in the Ministries of the Central 
Government and their attached and subordinate offices af the  head- 
quarters of the Government of India, vide Arihexure B referred t o  
in para. 90 of the General Financial Rules. I n  both cases though 
expenditure figures are available either with the Heads of Depart- 
ments or the controlling officers no procedure has been prescribed 
for  making these figures available to the Ministries to facilitate the  
latter's control over the expenditure against the grant as a whole. 
I n  the absence of this information most Ministries are  not in a posi- 
tion to know at any given time the progress of expenditure in  res- 
pect of the various grants controlled by them. It is a~cordingly  
necessary that the returns in Form General Financial Rules 7 o r  
11, as the case may be, referred to above, should be forwarded in 
fu tu r e  to the adinin'sti.a!ive Ministry by the Iieads of Departments in 
of1icr.s oukide the headquar4ers of the Government of India, and by 
the concerned officers in the attached and subordinate offices of the 
Ministry at the headquartei ,~ 'I'hcw should he obtained by the  15th 
o f  the month following the month to which the returns relate. The 
information so obtained should  be suit ably posted by each Ministry 
in the Register or Registers kept for the purpose with a view t o  

* enable the sanctioned grant and t i ~ c  progressive total of expendi- 
ture incurred from month t o  month k~eing ascertained at a glance. 
Heads of Department:; and Controliing Officers should be instruct- 
ed that if the departmc.v;nl fiquwi: <:~~bmitted to the Ministry re- 
quire correction in a suhsrqucnt montll, such correction should be 
made by making plus or minlis entries i n  the progressive totals. I t  
should. however, be understood, that if in any case the accounts 
office figures which subscquentiy Imome available are  higher than 
the departmental fiprc..;. tlle former should be assumed to be  the  
correct figurw as appropriation accounts are prepared on the  basis 
of the figures booked in the accounts. I 

3. If any p ~ x t i c a l  diffic~~lties arise in giving effect to the proce- 
d u r e  prescribed in the p l w d i n g  paragraph, or the expenditure 
figures do not become avr1il;iiile for any sector of expenditure con- 
trolled by a Ministry/Department, the matter may be reported to 
t h e  Ministry of Finance. 

Sd./- (H. S. NEGI), 
Deputy Secy. 



APPENDIX III 
MINISTRY OF WORKS, HOUSING AND SUPPLY 

Note relating to item 5 of the list of points on which the P.A.C. 
desired to be furnished with further information-Appropria- 
tion Accounts (Civil), 1950-51-Non-surrender of savings. 

The circumstances, under which the relevant savings were not 
surrendered in time, are explained below:- 

(1) Page 350, Sub-head L-Deduct Recoveries-L-I-Posts & Tele- 
graphs.-Rs. 45,29,964--Against the original budget grant of 
Rs. 48,70,000, the revised estimate was calculated at Rs. 61,50,000. A 
re-appropriation order dated 21-3-51 for the excess recovery of 
Rs. 12,80,000, (that is, for the difference between the original budget 
provision of Rs. 48,70,000 and the revised estimate of Rs. 61,50,000) 
was issued by the Controller of Printing and Stationery, which was 
declared null and void by the Accountant General, Central Revenues, 
on 30-3-51 on the ground that no savings under 'Deduct' items could 
be re-appropriated without the prior approval of the Ministry of 
Finance. There was no time left to obtain this approval before the 
expiry of the financial year. The question of surrendering this 
amount (viz. Rs. 12,80,000) does not, therefore, arise. 

According to the agreement reached with the P. & T. Depart- 
ment, the debits pertaining to arrears of past years were to be raised 
in April, 1951, and the Manager, Government of India Forms 
Store, Calcutta, wrote back the debits amounting to Rs. 36,01,180 in 
February, 1951 by affording credit to P. & T. and per contra debit 
to sub-head L-1. The Accountant General, Central Revenues dec- 
lined to carry out the re-adjustment. The accounts for 1950-51 had 
by this time been closed and the Controller, Printing and Stationery, 
had no other alternative but to ask the Manager, Government of 
India Forms Store, Calcutta, to cancel the entry in his books. This 
accounted for further excess recovery of Rs. 36,01,180 in 1950-51 
which was counter-balanced by non-materialisation of full supplies 
to the extent of Rs. 3,51,216. Thus the excess recovery of Rs. 32.5. 
lakhs could not be surrendered. 

(2) Page 346, Subhead C.1-Rs. 35,00,984.-The saving was due. 
to: - 

(i) failure of Mills to meet in time the demands for supplies for 
which budget provision (Rs. 5 lakhs) existed. These supplies were- 
being expected up to the last moment and, as such, the provision 
of Rs. 5 lakhs was not surrendered. In this connection, it may b e  
mentioned that the.mills take their own time in complying with t h e  
indents of Controller of Printing and Stationery for paper and some- 
times their failure is due to causes beyond their control e.g., strikes, 
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break-down of machinery etc. The Controller on his part endea- 
vours to place the indents on the mills early enough to give them 
reasonable time to effect the supply within w e .  The only s tep 
that can be taken to ensure supply within time is to impose penalty 
in cases of delay in supply as provided in the contract. The Penalty 
clause has not been invoked so far, as invariably the circumstances, 
which led to the delay in supplies, have been kgyond the control 
of supplying mills. It may also be added that, consider@g t h e  
limited sources of availability, the co-operation from the supplying 
mills has been satisfactory. 

(ii) inz'bility of the Inspection Branch of the Stationery Office 
to complete and release the Inspection Notes in respect of certain 
supplies made by the Mills before the end of the year 1950-51 
amounting to Rs. 30 lakhs. This was mainly due to the introduction 
of a revised system of inspection by the Director General, Supplies 
& Disposals and the heavy amount of work entailed in it which led' 
to accumulation of arrears. This came to notice towards the end of 
April, 1951 when it was not possible to surrender the funds. The 
Controller, Printing and Stationery, has taken remedial measures: 
to prevent such a recurrence in future. 

(3) Page 605, Sub-iread A.l.-Rs. 27,22,631.-The provision made 
under this sub-head for 1950-51 was reviewed in March, 1951 on 
the basis of the revised estimates and it was found that no savings 
here likely to accrue. Subsequently on 14-3-51, the Superintending 
Engineer, Rehabilitation Circle, reported that a saving of Rs. 27-67 
lakhs was anticipated due to slow progress of works. The amount 
was, however, not surrendered as it was expected that a sum of 
Rs. 15 to 20 lakhs would be required for payment to the Ministry 
of Home Affairs on account of the cost of barracks of the Premnagar 
Camp. As the amount was in dispute, the adjustment could not b e  
made in the accounts of 1950-51 before they were closed, Similarly, 
a sum of Rs. 10 lakhs due to the Delhi Improvement Trust, could 
not be paid owing to some dispute regarding certain credit which 
was to be received from the Trust. The saving of Rs. 27.23 lakhs 
in the accounts of 1950-51 was, therefore, mainly due to the non- 
~djus tment  of these two amounts in the accounts of 1950.51. 

(4) Page 605, Sub-head A-2-Rs. 39,88,737.-This saving is made 
up of the savings on various works-counter-balanced by petty ex- 
cesses on some other works. The following are the main items of' 
savings: - 

Rs. 
(1) Acquisition of plots of land in CaIcutta for the 

construction of residential accommodation 
for Central Government Officers. 32,11,600 

(2) Income Tax Oface at Ahmedabad. 1,35,000' 
(3) Construction of 1,000 clerks' quaaers  at  

Timarpur. 1,43,410' 
(4) Purchase of buildings in Malaya, Cairo, Pakis- 

ta?, New Ynrk, Canada and Berne. 1,77,829' 
' D B 
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(5) Building for Nursing College. 
(6) Construction of new Hospital Building a t  

Rewa. , 

The reasons for these savings are briefly stated below : - 
Item 1: Rs. 32,11,600.-A provision for this amount was mzde in 

t h e  budget as i t  wps expected that the payment on account of cost 
.of land would be made by the State Land Acquisition Authorities, 
but actually this was not done by them with the result that this 
.amount could not be utilised. Intimation of the fact that  the pay- 
ment couid not be made during that year was received after the 
close of the financial year when it was too late to surrender the 
amount. 

I tem 2: Rs. 1,35.000.-The saving is due to unanticipated delay 
in  the 9cquisition of land. 

Item 3 :  Rs. 1.43.410.-The saving is due to non-receipt of debits 
for  the sui)ply of doors and windows during 1950-51. To a\.oid such 
recurrence in future, the Divisional Oficers ha1.e again been in- 
structed to see that debits for purcimses made are raised by the 
parties concerned through the Accounts Officers before the closc of 
the  financial year tco lv!lic!l the trnnsactions pertain. 

l i e m  4:  Rs. 1.77.829.-The saving is due to rnis-clnssificatic,n 
(Rs. 81.207). delay :!I adjus!ment (Rs. 68.817), no~l-pu~.chasc i ) f  a 

building in Rangoon ( i ; j .  45.000!. less expenditure than 1s-as antici. 
pated (Rs. 7.805) and ~~ci l l -con: ;?r i~ct i i~~~ of a hut In Karachi (Rs. 7.000); 
partly oHset b?. late receipt of a credit (Hs. 3'7.000). 

I tem 5 :  Rs. 63.21ii.-Thc s:iving- is due  !o non-;ec:i;~; 01 dr,bits 
from the Govcrnlncnt Housing h aciory. In this conncction the 
second sentenct. app:,Lring agairlst itcm 3 above may please be seen. 

I tem 6 :  Rs. 47.786.-Thc salving is due to  non-est-cution 01 eicc- 
tric work due to non-availability of suitable contractor. 

(5) Page 678. Sub-h PC.! 3.1 (1) .-R..;. 23,87,002.---'I'iic main sa\.ings 
accrued on the following works:- 

Rs. 
1. Payment of compensation to tile ex-priiVate 

owners of lands and buildings acquired for 
Medical College and Hospital, Calcutta. 18.19,000 

2. Transfer of certain Military lands and buildings 
from the Ministry of Defence to the  
Ministry of Education for use of Dclhi 
University. 2,38,700 

3. Poultry Farm, Delhi Cantt. 04,035 
The saving in item 1 (Rs. 18,19,000) is due tc.) compensation for  

l a n d  acquired for Lake Medical College being less than what was 
.anticipated. In  regard to item 2, the saving (Rs. 2,38,700) is due to 
un-anticipated adjustment of the  debit in 1949-50. The savin in 
i tem 3 (Rs. 94,035) is due to non-receipt of debit of cost of buil ing 
rfrom the M i l i t q a u t h r i t i e s .  

8 
M. R. SACHDEV, 

Secretary to the Government of India. 



APPENDIX IV 
MINISTRY OF FOOD AND AGRICULTURE 

Appropriation Accounts (Civil) 1950-51 and Audit 
Report 1952-PART 11. 

Owing to short fall in internal production during 1949-50 season, 
rhe Government decided in June. 1950 to import 1 lakh tons of sugar 
frum abroad during the  shipping period July,  1950 to June, 1951. 
A quantity of 60,050 tons was purchased through the High Commis- 
rioner for India in  U.K. (60,000 tons) and the Indian Consul 
Gencral in New York (50 tons). The imported sugar was allotted 
to maritirnc States o f  Bombay, Saurashtra, Madras and West Bengal 
>n 'no profit no loss' basis. Imports received before 12th January, 
1951 u w e  excmpted from import duty but an import duty of Rs. 9141- 
per ccnt, from 1st March. 1951. The cost of sugar. therefore, varied 
lhc 28th February, 1951. The rate of import duty was raised by 5 
per ccnt. from 1st March. 1951. The cost of sugar, therefore varied 
~ 9 i t h  t h e  changes in the import duty and for t h s  reason it was later 
lecided to pool the price of all imported sugar for recovery of an 
avrragc prirr; from the State Govemmcnts. 

Expenditure 

The total expend~turc  for the year 1950-51 was estimated a t  Rs 
f i  15 crorcs on the assu~npt~on  that all debits on account of cost, 
I ~ c ~ g i ~ t ,  im ort duty rtc would be recaved during the year. De- 
hits wcle. [owever, received late o l i  account of delayed shipments 
due to difficult shrpping position. Some of the consignments sche- 
duled to arrive by 28th Ft-hruary, 1951 were ~ w e i v e d  in March and 
Apl-11, 1951. Bills for clcwt.ance charges were not submitted and 
paid in time. Debits for Import .duty levied from 12th January,  . 
1951, were also delayed. As the positlon was uncertain all the time, 
the unutihsed saving o f  Rs. 1,25.21,361 could not h? surrendered 
before the  clcae of the financial year. 



Recoverle5 
As explained above the cost of sugar imported on Government 

account was to be recovered in full from the States to whom allot- 
ments were made on "no profit no loss" basis. A sum of Rs. 6.15 
crores was, therefore, provided under recoveries to balance expen- 
diture of an equal amount. In the absence of the receipt of a n  
debits for purchaw, recoveries from States had to be based on 
rough estimates. The estimates for recoveries had to be revised 
later in consequence of the decision to charge a pool price. An 
amount of Rs. 5,73,46,426/- was in all recovened from States on ac- 
count of quantities supplied to them during the ear 1950-51. The 
balance of Rs. 41,53,574/- could not be recovered be 7 ore the close of the 
year because as explained previously some shipments were delayed. 
Even for shipments received upto 28th February, 1951, figures of 
actual expenditure on clearance etc. were not available on account 
of late receipt of certain debits. 

(Verified in audit by A.G.F.R. & S. New Delhi, 
vide his U.O. No. App. 9(17)/5455/2659, dated 

8.2.55). 
(Sd.) P. A. WPALKRISHNAN, Joint Secy. 



APPENDIX V 
MINISTRY OF FOOD AND AGRICULTURE 

SUBJECT : -Public Accounts Committee-Conde&h of the Appto- 
priation Accounts (Civil), 195031, and Audit R q x n t  
(Civil), 1952, Part 21. 

RECOMMENDATION OR QUERY BY THE P.A.C. 
PAGES 620, 624, 627 & 630 GRANT NO. 108 
GROUP HEADS E.L.M.J. & HH. 
SUB-HEAD 'IW-"PURCHASE OF FERTILISERS!' 

The reasonr jo7 not utilising the savings to cover the erne& and 
surrendering the remaining savings 

Although provision was made for Rs. 13,19,00,000 under sub- 
head 'M' --"87-Capital Outlay Scheme of Government Trading- 
Purchase of Fertilisers," the expenditune actually booked by the 
Accountant General Central Revenues, amounted to Rs. 9,55,84,978 
only. This is due to the following reasons: 

(i) The payments for overseas purchases were made by the Hi& 
Commission of India in London and the I.S.M. Washington. But 
debit vouchers amounting to Rs. 1,53,50,022/- were not received in 
time for adjustment in the accounts for 1950-51. 

(ii) At the close of the year, contractors' bills amountin to 
Rs. 41,30.000 remained to be settled as shown in the Balance deet 
under "Sundry Creditors." 

(iii) Stores valued at Rs. 1,68,35,000 were received in 1950-51 in 
which vear necessary provision was also made. But the contract 
for this purchase was placed early in 1950 and a letter of credit was 
o ~ e n e d  by the High Commissioner in London with a Bank for the 
aforesaid amount on the understanding that the suppliers would 
get the value of the quantiw supplied on production of proof of 
despatch i.e. Bill of Lading) to the bankers. The material was 
however actually received and payment made in 1950-51 and ac- 
counted for in the Pool Accounts for that year. But the Audit 
Officer, the Accountant General, Central Revenues, booked thls 
amount in 194930 on receipt of intimation re:  openin of the letter 
of credit fmm the "High Commbsioner in London". h erefore, the 
actual expenditure booked by the A.G.C.R., in the Accounts of 1950- 
51 was less to the extent of the amount adjusted in the predous 
year's account. This had alreadv been exolained in the Appropriation 
Accounts for 1949-50 which were passed by the P.A.C. 

2. As the above-mentioned savihgs could not be anticipated a t  the 
tlme of .the surrender of funds the question of their utilisation to 
cover excesses in other subheads does not arise. 

(Sd.) P. N. THAPAR. Secy. 
Dt 21-4-55 

35 
* 



APPENDIX Vl 
MINISTRY OF FOOD AND AGRICULTURE 

Appropriation ~ c c - t s  (Civil) 1950-51 & Audit Report 1952 Pt. I1 

According to the final appropriation accounts for 1950-51 there 
were savings to the extent of Rs. 9,98,022 under the sub-head E.2(6) 
(2) Pay of Establishments and Rs. 5,95,662 under the sub-head 
E.2(6) (4) Other Charges. The savings to the extent of Rs. 13,37,400 
had been anticipated at the close of the financial year 1950-51 and 
these were duly surrendered to the Ministry of Finance. That 
Ministry accepted the savings reported by this Ministry partly by 
sanctioning mappropriatiom to meet excesses under other sub- 
heads and partly as surrenders under their Audit Order No. D. 3792- 
BI1/51. dated 31st March, 1951. It appears, however. that for some 
technical reasons the Accountant General, Central Revenues treated 
both the re-appropriations and the surrenders sanctioned in the 
Ministry of Finance Audit Order referred to above, as null and void 
for purposes of appropriation accounts. A copy of the Ministry 6f 
Finance letter on the subject is enclosed (See Annexure). 

It had been expected that some of the staff would be appointed and 
the bills on account of the purchase of plant protection materials 
and jute seeds would be settled within the financial year. Hence 
the balance of the savings of Rs. 2,56,284 was not offered for sur- 
render. Unfortunately this expectation did not materialize. 

(Sd.) R. S. KRISHNASWAMY, 

Additional Secretary. 
Dt. 14-2-55. 

ANNEXURE 

Copy of Ministry of Finance letter No. 9015-BI/51, dated the 27th 
October, 1951 to all the Accountants-General and Comptrollerrr 
of Part A States and A.G.F.R. & S. 

SUBJECT : -Regularisation of Grant No. 81-Resettlement and Deve- 
lopment f07 the yeat 1950-51. 

I am directed to invite a referince to this Ministry Audit Order 
No. 3792-BI1/51, dated the 31st March, 1951, regarding reylarisa- 
tion of Grant No. 81-Resettlement & Development for the year 
1950-51, and to d a t e  that while for some technical reasons the Ac- 
countant General, Central Revenues, has proposed to treat both 
the reappropriations and the surrenders sanctioned in this Audit 



Order as null and void for purposes of a p  ropriation accounts, he 
has suggested that in order to facilitate t K e ,  expeditious compila- 
tion of appropriation accounts (including explanations for variations 
etc.), you may furnish the appropriation accounts to him showing 
only (a) the provision in your circle of account (ignoring the re- 
appropriation and surrenders sanctioned in thi Ministry's Audit 
Order referred to above and in the Ministry of labour,  D.G.R. & E. 
Memorandum No. R.B./95/13, dated the 31st March, 1951) and (b) the 
expenditure booked in your circle of account, without any explana- 
tion for the local variations in Col. 4. The consolidated appropria- 
tion accounts prepared by the Accountant General, Central Revenuer: 
will be referred by him to the controlling Ministries concerned for 
furnishing explanations where necessary. 



APPENDIX MI 
MINISTRY OF FINANCE 

(WAR- OF ECONOMIC AFFAIRS) 
New D e w  dated the 14th July, 1954. 

Memorandum regarding item 13 of the List of Outstanding b a r n -  
mendations of the Public Accounts C d t t m *  

On the 12th November, 1953, in this Ministry's report to the 
Public Accounts Committee, it was indicated that the net claims 
against Pakistan on account of payments (mainly pensions, leave 
sala etc.) made by the High Commissioner for India in London on 
b e h z  of the High Commissioner for Pakistan in London, stood s t  
L 546,246/7/11. The report received from the High Commissioner 
in December, 1953 indicates that these claims stood at £ 579,909/17/11 
as shown below :- 

Claims by India . .. E 1,158,800 4 1 
Claims by Pakistan ... £ 278,890 6 2 
Balance due to India . .. £ 879,909 17 11 
Payment received from Pakistan . . . £ 300,000 0 0 
Net due from Pakistan . .. E 579,909 17 11 

2. The clearance of this outstanding is under continuous discus- 
sion between the authorities of the two countries in United Kingdom 
and such of them as are not settled will be taken up with the 
Pakistan Government at Government level. 

(Sd.) M. V. RANGACHARI, 
Joint Secretary. 

---- -------- - - 
*Ser Appendix I (Vol. I-Report). 



APPENDIX VIXI 
MINISTRY OF W O R K S ,  HOUSING AND SUPPLY 

Para 6 (r) of the Audit Report (Civil), 1952 (PW I) regarding (i) 
loss of audit notes in the Estate Office in respect of lvrears d 
rent; and (3) write-off of rent dues. 

(a) Statement showing the break-up of the amount ~f rent outstanding on I .  10.54. 
(i) Rent recoverable Porn Govt. sewants Ra. 9~37,9731- 

(ii) Rent recovlcrahle from private penonq 
(i. e. Non-Govt. servants) : 
(a) Displaced peracns. Re.. 91  J S I / - ) ~ .  
(h) Others. Rs. 85,2741- 1~76,7251- 

(hi) Amount outstanJing against vanous Ministries & 
Deparunenta of the Government of India 

Rs. 1 , 9 7 ~ 6 5 / -  - .  - 
Total outstanding on I .  10. 54. Rs. 13, 5,1631- 

. - -  
Note 1.-Although the amount of Rs. 9,37,973/- stands as 

arrears on the books of the Estate m c e  against Govern- 
ment Servants most of this amount has been re- 
covered and the Estate Office is merely awaiting inti- 
mations from vanous Heads of Departments and the 
Treasuries. As soon as the intimations are received, 
these arrears will be cleared from the books of the 
Estate Office. The arrear cell in the Estate Office is 
pursuing these cases vigorously. 

Note 2.-The break-up of arrears of rent outstanding against 
the displaced persons (legally known as damages) ir 
given below. The break-up of other categories is not 
available :- 

- -- - -- -- - - -- - - - -- -- 
Year of assessment. Arnc unt Amount Bakmcx 

assessed. recovered. m I .  10.54. - - - - -  
(a' up to 31. I .  1951. ~ $ 8  1,593'- 5135~554/- 46,0391- 
(b) From I .  2. 51 to 2,378 161- 233~8351- 13,9811- 

31. 3. 52. 
(c) From I .  4. 52 to 50&72/- 266361- 23>636/- 

31.3. 53. 
(d) From I .  4. 53 to 33318 - 27~3781- 5~94+ 

31. 3.54. 
(el From I .  4. gq to 74331- 5 J781'- 1,855/- 

3 '. 9.  54. _ l___l _ _ _ 
9,  1cY1j+l- 8,18.681/- 9IASIi- 

^_ ____  - - -- ------- 
Note 3.-The total amount of damages assessed against the 

displaced ersons from 1.8.48 to 30.9.54. was Rs. 9,10,132 R against w ich a sum of Rs. 91,4511- is outstanding as 
on 1.10.1954. 



Note 4.--The amount of outstanding dues as on 1.10.54 in 
respect of rent (excluding damages) for all categories 
escept for. the disp!aced persons is as ;below:-- 

( i )  for assessments made up tr March 1950 R s .  4,3 '.7121-I- 

8 Rs. 12,1%712/-I- 
,- , - . -.-. - 

(h) The total amount ol  rent written off during the period fmm 1-4-51 to 30-9-54 
is Rs. 18971/15 - (including Rs. 1688!- on account of darnages due from displaced 
private persons). The break up of the amount is 

Due from ~~~~~~~~t Servants . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .Rs. r3.W12'- 
Due from Private Persons 

ji' Disrlacd Rs. 168s '; - j . . . . , . . . . . , . . , . . . . . . . . , . . . . . , , I? S. A I 41 I 3 ,- ( i , )  Others Rs. 3226!13 - 
h e  from D:pamni.nrs for Ofice accomm~datinn . . . . . . . . . . Rn. 9'1 '. 

h e  from Departments f ( r  hulk a~.cmnodation 

In addition a sum of Rs. 1859 representing damages recove* 
able from displaced pr i~~ate  persons has since been waived after 
30th September, 1854. 

M. P,. SACHDEV. Sccy 

Dt. 22-11-54. 



APPENDIX IX 
MINISTRY OF WORKS, HOUSING AND SUPPLY 

Note lor the Public Accounts Committee--Parqpaph 6(f) of the 
Audit Report (Civil) 1952 (Part I) on the Appropriation Ac- 
counts for 1950-51. 

Under the Indo-U.S. Agreement of May, 1946 the Government 
of India acquired U.S. owned surpluses lyin in India. The mili- 
t a  -store-holding Organization was expand e$ to take charge of 
IJ.Y Army surpluser. As regards U.6. Air Force surpluses, the Air 
Force Authorities in India were unable to take charge of the Depts 
on account of sl~ortage of manpower. The Government, therefore, 
had to look fur an alternative a ency and finally invited M/s. Tata 
Aircraft Lld., a Arm of considera 'b lc experience in aero-stores to un- 
dertake the agency. The firm was appointed as selling agents to 
Government of India. MIS. Tata Aircraft Ltd., took over the d e  
pots in May,  1946, but the formal Agreement between the Company 
and Government was executed in May 1947. In accordance with 
Clause 12(a) and (b) of the said Agreement, the Company were 
free to sell and dispose of all surplus stores at  such time or  times 
and in such manner as they considered best in the interests of Gov- 
ernment provided that- 

" (a )  The general lines of sales policy to be adopted in the 
disposal of the various main classes and  categories shall 
be settled in consultation with Government. For this 
purpose and for settling questions under this clause a 
snlall consultative Committee consisting of representa- 
tives uf the Government and the Company to be ap- 
pointed. Such Commit tee shall as expeditiously as 
possible fix minimum selling prices and any special 
terms of sale in respect of the various machines and 
categories of the said stores. 

" (b)  Where minimum selling prices are fixed for ~ndividual 
classes and categories the Company shall be at liberty 
to sell at 5 per cent. below such minimum prices in 
cases of large block sales or in special circumstances" 
(Copy of clause 12 is enclosed as annexure I.) 

A Sales Consultative Committee was constituted under the above 
Clause and it consisted of Director General of Disposals, Deprtl 
Secretary (Finance), Regional Commissioner ( D q w a h ) ,  Calcutta, 
Director (United States Transfers) and General Manager at the 
Company. The Sales Consulta$ve Committee met twice in 1I)rlb 
and a third time in 1947. They laid down certain fomuloe and 
policy, for pricing of surplus sto1w-s of which custody and sole w u  
entrusted to M/s. Tata Aircraft Ltd. Prices were fixed for all cl- 
at stores in the flrst two meetin held in Mayand October I@$& B At that time there was a pent up emand for all types af stores. The 
third meeting was held on the 28th May 1947 by which time or 
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oecame evident that the more attractive items had been sold urd 
b e  capacity of the market for absorbing aircraft and aircraft store6 
nad been exhausted.. Apart from this the frequent disturbances in 
the country and the fact that similar stores were available at lower 
prices in other countries had retarded the flow of sale. It was con- 
sidered that a final drive should be attempted to dispose of the 
goods before irnpwts from abroad came more freely and that in 
orcler to make this drive successful, formula price should be made 
more attractive. At this meeting it was pointed out by the Re re- P sentative of Finance that the formula price which had been aid 
down was intended to serve only as a gu& and it was not the in- 
tention that they should be followed rigidly under all circumstan- 
ces. What was really intended was that an endeavour should be 
made to secure the best obtainable prices having regard to the 
market conditions prevailing from time to time. It was decided 
inter a h  that Tatas should follow the principles adopted by the 
Government in the matter of sale of surplus stores, i.e. tenders 
should be invited by advertisement indicating the minimum price 
acceptable. After sale of some stores by this method prices ob- 
tained should be treated as fixed prices for the sale of the balance 
on the basis of 'first come, first served'. Auctioning of stores should 
be resorted to free1 . Copy of the minutes of the meeting is en- 
closed as annexwe K 

2. During the course of test check carried out by the Deputy 
Accountant General, Industry and Supply, Calcutta, on behalf of the 
Deputy Accountant General, Industry and Supply, New Delhi, it 
was found that in a certain number of sales, prices actually charged 
by M/s. Tata Aircraft Ltd., were lower than the prices which should 
have been charged for such stores in accordance with the pricing 
formulae laid down by the Committee. It was also discovered 
that in a number of cases, the Company had effected sales at prices 
more than 5 per cent. below the minimum prices based on the re- 
lwant formul~e. Audit contended that in accordance with the 
Agneement, such sales at prices lower than the formulae prices 
should have been effected with the prior approval of the Sales Con- 
sultative Committee. 

3. With regard to these sales, a meeting was held with Account- 
ant General, on the 16th October, 1950. The then Accountant Gene- 
ral in the first instance pointed out that D.G. should either rcvlse 
the terms of the agreement or obtain ex-pogt-facto sanction of such 
sales effected by Tatas. If each and every case were to be taken 
up individually, it would become a very big job and therefore the 
then Accountant General accepted that the cases pointed out by 
Audit might be listed and Sales Consultative Committee consisting 
of Representatives of Government and Tatas should give ex-post- 
lacto sanction. Copy of extracts of the Minutes of the meetin 
in the oBce of Accountant General, Food, Rehabilitation an f Su 
ply, New Delhi on 16th October, 1050 is enclosed as annexure 5 
It was pointed out that most of these sales were under the terms 
agreed to by tha same representatives of Government and Tatas 
who were the members of the Sales Consultative Committee, and 
that except that a formal meeting was not called, there was no ir- 
regularity. The Accountant General, however, insisted thet a 
fonnal meeting should be held and the committee rhould consider 



these cases and if they deemed fit grant ezqost-facto sanction be- 
fore audit objections could be withdrawn. A consolidated statement 
of all the cases brought out by audit was prepared and the list 
included sale of stones which f a l l  under the following broad cafe- 
gories. 

Air Force special type vehicles.-Large number of vehicles were 
disposed of by MIS. Tata Aircraft in 1949 which included sales to 
Priority Indentors. The vehicles were priced by M/B. Tatas in ac- 
cordance with market price keeping in view the condition of stores 
to be sold. The Sales Consultative Committee at their meeting held 
on 1st October, 1946 had given the following directions with regard 
to vehicles :- 

"Tatas stated that a test auction had been held for both special 
and Ordnance type vehicles. The highest bid .had, in 
almost every case, been far lower than the reserved bid 
fixed by Tatas which again was a specially reduced 
price. Tatas, therefore, suggested that both types of 
vehicles should be sold by them at the best price ob- 
tainable. Government agreed in principle but suggested 
that Tatas sales prices should not as far as possible be 
substantially lower than prices for similar type of vehi- 
cles in similar conditions sold by other parties handling 
surplus U.S. vehicles." 

It was noted at the time of a-post-facto sanction that the prices 
obtained by M/s. Tata Aircraft were not lower than the prices ob- 
tained by other agencies dealing with the disposal of such vehicles 
of American origin. 

Tractor Cranes.-The Cranes were operated on petrol. In view 
of the difficulty to obtain petrol in those days there was no demand 
for these cranes in the market. The prices obtained by Tatas were 
not lower than the prices obtained by other agencies. 

Aircraft Tools.-The following pricing formula was fixed at the 
Sales Consultative Committee meeting held on 1st October. 1946. 

"Tatas enquired of Government whether any policy had been 
laid down for the disposal of small tools and also if 
any prices had been fixed. Government Representa- 
tives stated that no policy had been laid down and 
offers received by Government for ex-Indian Army 
Hand Tools were only 25 per cent. of the Book Value. 
Government therefore agreed that Tatas should sell 
their stocks at the best prices obtainable." 

Tatas effected sale of this item in the beginning at  S lus Pro- 
perty Board price plus 95 per cent. As all attractive salea '? le items 
a t  this price had been sold, the formula was reduced by 
33f Roverall. Certain sales were made at this reduced 
L~ller as a result of devaluation, the amount of reduction was 
ed from 334% to 20% and all further sales were effected at 
price. The bulk of the sale was effected in favour of M/s. Rtndo- 
stan Aircraft Ltd., a Governmentswned concern, who normally 
would be entitled to sale at cancessional rate. 
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For detailed ratifications of sales by the Consultative Committee, 

lease see Annexure 4, containing minutes of its meeting held on %th January, 1951. , 

The sales were effected by M/s. Tata Aircraft, a ents to the Gov- i emment of India, and the Directorate General of upplies and Dis- 
posals was informed of the sales when as a result of test check, 
audit had raised objections. At that stage the matter was discus- 
sed with Accountant General, Fwd, Rehabilitation and Supply, and 
on examination of the sales ex-post-facto sanction was given by the 
Sales Consultative Committee. This was, it may be added, in ac- 
cordance with the advice of Accountant General, Food, Rehabilita- 
tion and Supply. It was a question of examination and satisfaction 
by the D.G. whether the sales had been properly effected and not of 
securing returns. Anyway this examination secured that sales 
were qui tably effected in the circumstances which then prevaikd 
and were examined by the Consultative Committee. 

Tata's contention, that the prices laid down by the Consultative 
Committee were mere guides and did not circumscribe their dis- 
cretion in any way to regulate them in consonance with the market 
rates, was held correct 'by the then Director General. (Please see 
Annexure 5 and also Annexure 2.) 

(Sd.) M. R. SACHDEV. Secy. 
7-4- 1953: 

ANNEXURE I 

EXTRACTS FROM AN AGREEMENT MADE ON THE 29~11 D ~ Y  OF MAY 1947 
BFIWEEN THE GOVERNMENT AND THE TATA AIRCR.~FT 1 - ~ M I T E D .  

Sales Poiicy- 

12. The Company to be free to sell and dspose of all the said 
stores at  such time or times and in such manner as the Company 
shall consider in the interest of Government subject to the following 
conditions :- 

(a) The general lines of sales policy to be adopted in the aisposal 
of the various main classes and categories shall be settled in consulta- 
tion with Government. For this purpose and for settling questions 
under this clause a small Consultative Committee consisting of re- 
resentatives of the Government and the Compan to be appointed. 

8uch Committee shall as expeditiously as p s i  I: le fix rnmimurn 
selling prices and any special terms of salt? in respect of the various 
machines and categories of the said stores. 

(b) Where minimum selling p r i m  are fixed for individual classes 
and categories the Company to be at liberty to sell at  5 per cent. 
below lRICh rninimum price in cases of large block sales or in 'special 
elrcumstaneca. 

(c) AU salts ah ciispacals to the company or to my corn 
under the ma g agency or control (as a subsidiary) of T.ta 
Ltd or Tata In ?P ustries Ltd., shall be subject to the cxplrw sancdm 
od the Government. 
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any to assume all risks in  connection with the 
of the said stores but any claims made by ur- 

in goods, short deliveries, etc. shall be on 8ov- 
ernment account and shall be covered by the indemnity provided by 
clause 19 below. 

(e) Except in urgent or special cases the Company shall not be 
obliged to sell or issue any of the said stores on,or before the 29th 
day of June, 1946. 

(f) The following provisions will apply to aircraft and aircraft 
spare parts :- 

Aircraft and Aircraft Spare Parts Sales.-(i) The Government 
to indicate (through the office of the Director General of Civil 
Aviation) within one month from the date of the expiry of the  
transition period mentioned in 4(b) the number and types ,of air- 
craft formin part of the said stores which Government require to f be reserved or purchase either by Government for sale to any Pro- 
vincial Government. Such reservation shall remain in force for a 
period of six months. Thereafter the Company to be a t  l i w  
lo dispose of the aircraft not taken up by Government under 
thc said reservation subject however to the conditions of this clause. 

( i i )  The Government (through the office of the Director Gene- 
ral of Civil Aviation) also to be entitled within the aforesaid period 
of one month to allocate an! of the aircraft and aircraft spares 
forming part of thc said stores for purchase by any Government, 
Indian State or by anv alrlme, air transport operator or flying club 
within India and the b m p n  shall sell and dispose of aircraft and 
aircraft spare parts in accor c r  ance with the terms of such alloca- 
tion: pro\-ided that in the went  of any Government, State or party 
aforesaid drclinlng or failing within a further period of one month 
to take up or to agree to take up any aircraft or spare parts allocated 
to it as aforesaid the Company shall be at liberty to dispose of all 
such aircraft and spnrc parts to such parties and in such manner 
as the Com rj". think fit subject to such minimum prices as may 
be fixed un er n r  by virtue of this clause provided any sale of air- 
craft shall bo notified to the  nircctor General of Civil Aviation. 

( I ~ I )  'The Government (nctwn through the Director General of 
Cwrl Aviation) and thc company to work out a mutuallv accepted 
programme for carrying out the prcn.isions of this clause in respect 
nf sircraft and ~ i r c ra f t  spare parts. 



APPENDIX X 
MINISTRY OF INFORMATION AND BROADCASTING 

A note stating the positive measures taken by the Mbbtry hr 
affecting Econ$my in the All India Radio should be furnished. 

I.S. No. 89 OF THE O U T S T ~ I N G  RECO-ATIONS. 

An economy cut of Rs. 19,47,000 was imposed by the Ministry of 
Finance on the sanctioned grant of Rs. 2,13,76,000 of All India Radio. 
This economy was effected by holding several posts including a 
n u m b e ~  of class I posts in abeyance, continuing the reduction in 
transmission hours at each station except Mvandrum by one hour 
and the Continued linking of the following stations by non-ex- 
change lines for joint relay of programmes: 

Lucknow - Allahabad - Patna 
Baroda-Ahmedabad-Trivand~m-Kozhikode 
Madras - Vijayawada. 

The budget grant for this year was Rs. 2,08,86,000 against the esti- 
mate of Rs. 2,33,18,400 of Directorate General, All India Radio. To 
be able to work within the grant most of the measures of economy 
taken in 1951-52 had to be continued. Besides, economy of Rs. 61,600 
was achieved by reducing expenditure on radio journals in an 
effort to make them self-sufficient as far as possible, and expendi- 
ture on several items for which no budget provision existed was met 
out of the sanctioned grant. Some of the items of this nature 
were the fo1bwing:- 

(i) Record Processing Plant. 
(ii) R w i v d  of the Central Project Circle with effect from 

February 16th, 1953 (The Central Project Circle had 
been closed with effect from 1st November, 1951). 

(iii) Expansion of educational programmes a t  Bombay, Patna 
and Lucknow. 

(iv) Introduction of French Services with effect from 1st 
January, 1953. 

(v) Music Audition Committea appointed for grading of clas- 
sical and light classical music artists of All India Radio 
with a view to eliminate inferior artists and thus raise 
the standard of music programmes. 

Further with a view to effect every mssible economy, an ad hoc 
Committee was appointed in 1952 to suggest reorganisation and re- 
tionalisation of All India Radio. 
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11. S. Na. 90.-T: 1 COMMITTE~G SHOULD BE INFOR- OF THE GAP =T 

W YET TO BE CO- TO REISCII THE TILRGET FIGORE Or O m  
MILLION LICENCES. 

The number of domestic licences on the 31st Decembm, 1m 
was 7,69,505 which is short of our target Agure of one million licen- 
ces by about 2.3 lakhs. To reach the target several steps have been 
taken and some of the more important measures taken are given 
below :- 

(1) An All India Radio Liaison Committee, consisting of repre- 
sentatives of Directorate General, All India Radio, Directorate 
General, Posts & Telegraphs, trade and industry, was constitubzd 
in 1951 to explore ways and means of increasing the number of 
licences. This Committee has so far held 9 meetings. Among 
other subjects the Committee made useful suggestions for enlisting 
the cooperation of the traders, simplifying the licensing procedure, 
producing cheaper sets and intensifying anti-pirarcg measures!. 

(2) On the recommendations of All India Radio Liaison Com- 
mittee, a general amnesty to radio pirates was given during June-- 
August, 1952. As a result of this, 27,000 new licences were taken 
and as many old licences renewed. This step has thus helped to 
increase the licences by about 54.000 

(3) An intensive anti-pirarcy campaign followed the amnesty 
All offenders caught after this date were prosecuted in courts. This 
drive, it is reported;has gone a long way in checking wireless 
piracy. 

(4) Since thc growth of licences is directly related to the num- 
ber of domestic electricity consumers, the Listener Research Sec- 
tion undertook a study of the number of licences, number of electri- 
city consumers, and the population in the various towns of India to 
demarcate the areas with low density. This information was pas- 
sed on to the trade so as to enable them to concentrate in  areas 
which afforded the largest scope for expansion. 

(5) The problem of unelectrifled places has been sought to be 
solved by releasing suitable standard specifications for dry batteries 
and for dry battery sets. Data is being collected of the supply and 
demand, price, quality, and the number of dry battery sets in the 
country. 

(6) In order to direct the drive for one million licences along 
fruitful channels, a Listener Research Sumey was undertaken to 
analyse the distribution of radio owners, their mother tongue, their 
occupation, their preferences regarding the type and make of radio 
sets. 

(7) All India Radio participabd in Mysore Dusserah Exhibition 
in 1953 with a view to populariso radio in that region. 

(8) To rnakc the people more radio-minded and to step up the sale 
of radio sets and thus increase the number of licences in farce, a 
"Radio Month" has been organised with the active cooperation d 
the members of the trade. The Radio Month is being observed with 
effect from the 2nd October, 1954. Durin the Radio Month, special 
programmes arc being broadcast from a1 f the stations of All Indtr 



Radio at most of which the transmission hours have been extended. 
The Radio trade have offered attractive concessions to the publie 
to induce purchases of receivers during the month Amon 
activities organised during this period, mention may be ma 8 e Other of 
Y e e t  Sammelan being organised by All India Radio, in which a 
num r of distinguished artists will be taking part. The celebration 
of the Radio Month is expected to result in a substantial rise in the 
number of licences., 

(9) Steps are being taken, in association with ;he Ministry of 
Commerce and Industry, to increase the production of cheap radio 
sets within the purchasing capacity of the common man. 

(10) The Research Department of All India Radio have evolved 
prototypes of both community and domestic receiving sets. The 
specifications have been circulated to various State Governments. 
A conference is now proposed to be held with the Industry who 
have informally agreed to manufacture community receiving sets 
at  cost ranging between Rs. 120-150 per set or even lower provided 
a bulk pleased order is placed on them. 

Y. M. LAD, 
Secretam. 

Dated 21st October, 1954. 



APPENDIX XI 

Slatcmrnr showing income and crpenditwe of All India Radio fmnolr during 1951-53 
1952-53 1953-54 

8 .  Rs. RS. 
(Unaudited) 

1 

Income . . . ~ ~ 4 2 , 9 1 9  2,II,35I 1 ~ 6 8 ~ 1 ' 7  
Expenditure . - 3 ~ 9 , 5 6 2  2,85,668 2 ~ 4 4 8 5 5  
Loss . . 1,06,643 74,317 76,848 

Awae- 
(Urdu) 

V4noli-- 
(Tamil) 



APPENDIX XI1 
MINISTRY OF EDUCATION 

Appropriation Accounts, 1950-51 and Audit Report (Civil), 1952 
Part I. 

Para 13(i)-Working of Hostels 
(a) At the time of closing down the Blackford Mount Hostel o n  

31st July, 1948 it was in view that a suitable hostel would be pn>- 
vided at a more central and convenient position. As the sale of the  
secon,d hand furniture of the Blackford Mount Hoskl would have 
naturally fetched a low prlce. ~t was considered desirable from the  
financial point of \*iew to store the furniture in question till the ac- 
quisition of the new hostel. The espectatlon regarding the new hostel 
did not, however, materialise and when it was definitely known that 
the old furniture would not be utilized in this manner, the Hlgh Com- 
mission for India in London approached the Government of India for 
orders regarding its disposal in November, 1950. The Government 
of India, 3linlst1y of External Affairs thcn suggested that  the fur- 
niture could be utilized with a d ~ ~ a n t a g e  for a building to be used 
by the Indian Officers on Deputation in the U.K. for which that  
Ministry had already sanctioned £5'750 for the purchase of new 
furniture. This suggestion again was made from the financial point 
of view, but the High Commission reported that the furniture in 
question was not fit to be utilised. Accordingly, it was deci&d t o  
dispose of the furniture in the usual 1s.a). and ~t was auctioned on 
8th August, 1952. As the intention underlying the storing of the  
furniture was all along to effect saving to Go\vernmcnt by propar 
utilisation of the old furniture-although unfortunately the ex- 
pectation did not materialist+-it was not considered necessary to  take 
action regarding fixing of r.esponsibil~ty for the delay in the dispo- 
sal of the furniture. The High Commission has, however, been rt- 
quested to see that in future expeditious action is taken in such 
matters to ensure that avoidable expenditure on storage is not in- 
curred for a long time on mere expectation. 

(b) The  hostel was actually closed on 31st July, 1948, as decided 
by the  Government. There was thus no delay in the implementa- 
tion of the decision. The 10 months mentioned in sub-para 5 of 
para 12(i) of the Audit Report (Civil) refer to the period 1st 
October, 1947 to 31st July, 1948. 

(c) In fact, the intention of the  High Commission in not sellin 
out the  furniture in 1948 was that  it would not have fetched a h i  
price for the reason of 11s being second hand. On the other si d e, 
I t  was expected that  its utilisatron for the other hostel In a more 
central and convenient position which was then in view, would fetch 
a much better value in the  shape of saving to G o v m t  of the 
cost of new furniture for the  other hostel. Although the cxpech- 
tfon could not materialise, yet the  High Commigsion had IW* & vfth a t  idm of ultimate economy to Government. 
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(d) The exact d e w  of £312 are not available in the Ministry 

and  will be called for from the H.C., if the  Committee so desirea 
The amount presumably relates to the usual egis t ra t ion charges, 
stamp duty, etc., on the occasion of acquisition of the  p e m i s e s  for 
the  hostel. 

Para 12(ii) o 

(a) The purchase was made on behalf of the Government of 
India by Mr. M. K. Vellodi, the then Deputy High Commissioner 
for India, in London, in consultation with Mr. Price who was deput- 
ed by the then Finance Department to look into accommodation 
arrangements in London. The work regarding repairs and redeco- 
ration of the premises was entrusted to the Ministry of Works of 
the  British Government in London. 

(b) The payment of E1536-2s-0 has not yet been regularised. ' The 
full details are  awaited from the High Commission on receipt of 
which necessary investigations will be made. 

(c) A reference has been made to the High Commission in 
London requesting them to examine w heiher reimbursement t o  the 
Government of India of the charges paid on account of rates, is d u e  
from the Ministry of Works (U. K. Government) according to  t h e  
Law then obtaining in the U.K., and if so, to prefer immediately 
a claim for reimbursement on behalf of the Government of India. 
No reference regarding t h e  possibility of such a reimbursement was 
made to the Ministry of Education by the High Commission. 
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APPENDIX XIII 
MINISTRY OF EDUCATION 

Appropriation Akcounts, 1950-51 and Audit Report (Civil), 1952 
Part L 

NOTE ON THE SUGGESTION OF THE MINISTRY OF EDUCATION REGARDING 
PAYMENT OF GRANTS IN CERTAIN CASES I N  ADVANCE OF ACTUAL RE- 
QUIREMENTS. 

The General Financial Rules lay down that the amount of the 
grant to be paid in a financial year should be restricted to the actual 
qu i rcments  for that financial year only and that the payment 
should not be made in advance of actual requirements. Although in 
most of the cases regarding grants to private bodies the procedure 
laid down in the General Financial Rules works satisfactorily and 
is actually observed, yet there are a few exceptions where the ob- 
servance of this procedure threatens to defeat the very purpose of 
the grant. In such cases, if the purpose of the grant is essentially 
in the interest of public service, a deviation from the prescribed 
procedure becomes necessary, exactly in the same manner and spirit 
in which relaxation of other standing rules and orders is made jy 
exceptional cases. Such deviations and relaxations are of course 
required to be made with the sanction of the rule-making authority. 

In the course of working of some Educational Development 
Schemes, the Ministry of Education came across a few cases of 
grants in which a deviation from the general procedure of the Finan- 
cial Rules had to be made and the grant paid in advance of actual 
requirements and also in excess of the amount likely to be qent 
during the financial year. In all these few cases (which can be re- 
garded only as exceptions) the deviation was invariably made with 
th concurrence of the rule-making authority, namely, the Ministry 
of Finance in the case of the procedure prescribed in the General 
Financial Rules. 

The peculiar features of such exceptional cases of grants which 
mcessitated the deviation, were as follows :- 

(i) The primary condition of the grants from Government was 
that the private bodies concerned should And an equi- 
valent sum 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 more anxious than 
the private bodies rechiving the grant. 

(iii) It was after considerable dififculty and adjustments that 
the private bodies could declare themselves ca ble of 
satis ing the primary condition mentioned at ( ) above 'K, r 
and t 's was done towards the close of the financial yew. 
Now, if the Government grants had been postponed or 



partly paid in accordance with the prescribed procedure, 
there was every chanae of the private bodies concerned 
baclfing out, with the result that the purpose of pubk 
semce in view could never have bken achieved. 

In view of the above this Ministry would sug est that in genuine 
and exceptional cases of the category mentione 8 in the precedi. 

aragraphs, a deviation from the prescribed procedure of the Gemr f 
Financial Rules may not be considered an irregularity, provided al- 
ways that the necessity of such a deviation has been carefully exa- 
mined and concurred in by the rule-making authority. 

H. KABIR, 
Secretary to the Government of India. 



APPENDIX XIV 
Ministry of Education 

Secidon A.I. * 
NOTE RE.  IT^ NO. 79 OF THE STATEMENT OF OUTSTANDING RECOM- 

MENDATIONS. 

In  this Ministry's letter No. F.43-2152-G.3, dated 11th November, 
1952 the Public Accounts Committee were informed of the  facts 
regarding the audit of the accounts of the Central Universities. It 
was pointed out that  provision exists in the Acts of Banaras, Ddhi 
and Aligarh Universities for the  audit of their accounts by the  Comp- 
trollerwand Auditor-General of India. In  case of Visva-Bharati the 
Act provides that the accounts of the University are  to be audited, 
"according to the  directions of the Central Government". The  
P.A.C. wanted to know the reasons for placing the Visva-Bharati 
University on a different footing from the other Central Universi- 
ties in respect of provision for Audit of its accounts. 

2. It may be noted that the idea that the accounts of the Visva- 
Rharati should statutarily be audited by the Comptroller and Au- 
ditor General of Indla did not occur to Government (in the Mmistry 
ot Education) at the time the Vis~va-Bharati Bill was drafted. T k  
Acts. of the other Central Universities vlz .  Aligarh Muslim Uni- 
versity, Banaras Hindu University and Delhi University. were amend- 
ed later and it was then decided to entrust the audit of the accounts 
of these Universities to the Comptroller and Auditor-General. 

3. There is however no difference in fact, for the accounts of all 
the  four Central Universities are  being actually audited under the 
directions of the Comptroller and Auditor-General of India. 

4. The Comptroller and Auditor-General has, however, pointed 
out that in the case of the case of the Visva-Bharati University his 
audit responsibilities ought not to be based on an executive arrange- 
ment and that in the case of all the four Central Universities there 
should be statutory provision for submitting the audit reports to 
Parliament in order to enable Parliament to be satisfied that t h e  
grants-in-aid have been properly utilised. 

5. The views of the Comptroller and Auditor-General of India 
have been noted. Effect will be given to them when the  University 
Acts are next amended. 

HUMAYUN KABIR, 
Secretary. . 



APPENDIX XV 
CABINET SECRETARIAT 

Shri , P permanent Superintendent In the, Cabinet See- 
retariat attained the age of 55 on 28th December, 1947. A minister- 
ial Government servant is ordinarily entitled to be retained in ser- 
vice till the age of 60 provided he continues to be efficient and phy- 
sically fit for service. The post of Superintendent held by Shri- 

substantively being a ministerial st, he could continue in 
that  post till his 60th year. With effect porn the 4th October, 1948. 
Shri- was however, a pointed to officiate as Assistant Y, Sanetary  to the Cabinet with t e approval of the Union Public 
Service Commission. The post of Assistant Secretary being a non- 
ministerial post, he was granted extensions of service till the 31st 
December, 1950 under the provision of F.R. 56(a). The concurrence 
of the Ministry of Home Affairs to his retention in service till the 
31st December, 1950 was also obtained and he retired from servioe 
with effect from the 31st December, 1950. Owing to the shortage of 
officers at  that time in the Cabinet Secretariat and there being no 
other offlcer of a rank below that of Jomt Secretary, Shri 
wgs re-employed for a period of six months with effect from the 1st 
January, 1951 with the approval of the Ministry of Home Mai r s .  

2. Shri was in occupation of a Government quarter 
but, it appears that owing to the non-receipt of demand statements 
from the Estate Offker no rent was recovered from him for the 
period November, 1954 to March, 1951. The omission was detected 
by the Estate OfEcer for the first time in March, 1951 and he took 
immediate action to get a bill amounting to Rs. 2,913/11/- for the 
arrears due for this period sent to Shri who immediately 
paid the whole amount by a chcque. While bringing it to the notice 
of the higher authorities in the Cabinet Secretariat confidentially on 
the 28th March, 1951, the then Ministry of Works, Production 8r 
Supply stated that the matter was being enquired into and that this 
Sec~etnriat  would be informed of the findings and to what extent, 
if at all, the allottee was responsible. Pending the completion of the  
enquiry the issue of formal ordcr sanctioning pension to Shri-- 
who had retired with cffect fwm 31st December, 1950, was held up. 

3. I t  was about this time that the objection raised by the A.G.C.R. 
to the drawal of o motor car advance b. Shri was also 
brought to the notice of higher authorities in the Cabinet Secretariat. 
Upto this time the case had b e n  dealt with a t  the level of Assis- 
tant Secretary (Shri himself and(or the Under Secre- 
tary also since wtlred) who took up the stand that there was noth- 
ing in the relevant Article and Orders (Article 156, clauses (ij and 
( i i )  of tho C.A.C.. Vol. I and Finance Ministry's order No. 7845-EGI/ 
48, dated 7th February, 1948) to indicate that no advance should 
be granted in respect of a car which had already been purchased 
and paid for fully by a Government servant and that the Finance 
Ministry's fresh orders in whioh they had clarified the position that 
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i t  was not the intention that advance should be sanctioned after 
the officer applying for it  had already purchased the conveyance 
and paid for it, were issued on the 7th December, 1949 i.e. after 
the drawal of the advance by Shri ). The A.G.C.R. did 
not acoept this position and suggested that a reference might be 
made to the Ministry of Finance. The Finance Ministry expressed 
the opinion that the drawal of advance in respect of a car which 
had already been purchased years back was not in order but in 
view of the fact that only 4 instalments were left to be recovered 
they agreod, as 8 special case, to the outstanding amount of the 
advance being recovered as ori inally stipulated. It also appeared ki from the Ministry of Finance 0 ce Memorandum of the 7th Decem- 
ber, 1949 that such cases, where officers had drawn the advance in . 
respect of cars already purchased and paid for, had occurred in 
other Ministries also and this necessitated the issue of general orders 
clarifying the position by the Ministry of Finanae. I t  was at this 
stage, after the matter had been settled in consultation with the 

stry of Finance and the advance had been d back fully, that g.l the .G.C.R. brought the fact to the notice of lgher authorities in 
this Secretariat confidentially by a D.O. letter and suggested that 
suitable action might be taken against the officer concerned. 

4. On the 28th May, 1951, the Ministry of Works, Production & 
Supply were requested by this Secretariat to expechte the enquiry 
as the pension papers of Shri were held u This Secre- 
tariat was informed of the result of the enquiry by t t e Estate O f B -  
cer on the 4th June, 1951, wherein it was stated that there was 
nothing to show that Shri was responsible for the non-pby- 
ment of the rent for as long as six years. This, however, did not 
satisfactorily explain why Shri , knowing full well that 
rent was payable by him, did not try to find out the cause of the 
fail- of the Estate Office to present him the rent bills for such a 
long period. 

5. After the receipt of the note from the Ministry of Works, Pro- 
duction & Sup ly and in the light of the facts pointed out by the 
AG.C.R. regarkg the grant of motor car advance, the question of 
grant of g n s i o n  to S M  was considered. Although it  
was felt at the action of Shri in drawin the advance in 
the circumstances was not quite regular, in view o f his uniformally 
good record of service and in view of the fact that he had id up the 
arrears of rent end the advance drawn by him and no p inancial loss 
had been caused to the Government, it was considered that with- 
holdin of his pension would be too severe a punishment. Accord- 
ingly !! is pension was sanctioned on the 14th June, 1951 and the 
pension papers were forwarded to the A.G.C.R. on the 15th June, 
1951. Shri finally relinquished charge of the ofHce on the 
30th June, 1951, and died in November, 1951. 

6. It ma be added here that, since then, this Secretariat hPr 
taken the ? ollowing steps to reyledy the defects, which, it is felt, 
might have contributed, to some extent, to these irregularities bdng 
committed, so far as the Cabinet Secretariat is concerned :- 

(i) The /idministration Branch which is responsible for the 
preparation of pay bib ,  has been instructed to ensun 
that all deductions for b a ~ ~ e - r e n t s ,  etc., are mode, 
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before the bills are passed. If it is discovered that no 
demand statement for rent was received from the 
Estate Ofllcer, it is their duty to take it up immediately 
with the Estate OfRce. a 

(ii) All audit objections relating to irregularities of serious 
nature, such as, defalcations, culpable negligence, etc, 
should be ab initio brought to the notice of Secretary 
for immediate action. a 

(iii) Audit objection relating to the officers of and above the 
rank of Under Secretary should immediately be re- 
ported to the Deputy Secretary/Secretary. 

(iv) All concerned in the Administration Branch have been ism- 
tructed not to deal with their personal cases. 

(v) Whenever an oflicer is granted an advance for the p ~ ~ c  
chase of a car, the fact that the usual formalities preb 
cribed in the rules have been complied with llas to be 
neported to Secretary within the specified time. 

Y .  N .  SUKTHANKAR, 
Secretary to the Cab- 

Dated the 6th December, 1954. 



' APPENDIX XVI 

New Delhi, the 30th September, 1954 
SUBJECT:-Recommendations of the Public Accounts Committee on 

the Appropriation Accounts 1949-50 regarding the appoint- 
ment of an internal Accounts Ofiicer in the Overseas Com- 
munications Service.- (Item 121A of the Statement of 

, Outstanding Recommendations*). 
The Public Accounts Committee recommended, vide item 121-A 
d the Statement relating to the recommendations of the Public 
Accounts Committee on the appropriation Accounts (Civil) 1949-50 
and unfinished Accounts (Civil) 1948-49, that the Government 
should consider the appointment of an internal Accounts OPRcer 
who understood the business control methods in order to ensure 
better accounting arrangements of the Overseas Organisation. 

2. The matter is under consideration in consultation with the, 
Ministry of Finance. 

B. N. JHA, 
Secretary. 

*See Appendix I (Vol. I-Report) 
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APPENDIX XVII 
MINISTRY OF COMMUNICATIONS 

SUBJECT: -Note showing the progress of acticfh on paragraph 17 
Chapter V of the seventh Report of the Public Accounts 
Committee regarding recovery of Pakistan's share of con- 
tribution to the International Civil Aviation Organisation 
W d  by India for the period 15th August 1947 to 30th J u n e  
1948. (Item No. 123 of the Statement of Outstanding 
Recommendations*). 

A note? was submitted to the P.A.C. through the Parliament 
Secretariat in August 1952 in which action taken on para. 52 of the 
first Report of the P.A.C. regarding recovery of Pakistan's share of 
combined contribution to the International Civil Aviation Organi- 
sation, was intimated. As reported in that note, the Secretary 
General of thc International Civil Aviation Organisation was in- 
formed in June  1952 that the contribution made by undivided 
India to the \\.orking Capital Fund and the Joint Support Emer- 
gency Fund of the Intcrnat~orral Civil Aviation Organisation upto 
15th August 19.17 stc)od solely to the credit of India by virtue of 
&he Indian Indcpcndcnce (Internat~onal Agreements) order 1947 

'and the Pakistan Govcrnnicnt had no claim to any share in these 
contributions and hence thc Organrsarion should arrange for the  
refund of an amount of $ 15,635 paid by India as Pakistan's share of 
contribution to the Organisation (including an amount of $ 565.00 
paid for the u.orking capital and Joint Support Emergency Funds) 
from 15th August. 1947 to 30th June. 1948. 

2. The S c c r c t a y  Gcner;tl of the  Organisation In his replv 
stated that \r.hat hc psopowd in regard to the sharing of the Work- 
ing Capital Fund and the J o ~ n t  Suppor: Emergency Fund between 
thc two countries tvas bawd on tquity and not a strict legal inter- 
pretation. IIe also pointed out that if a strictly legal view of the 
matter \yere taken, India may not be entitled to any reduction in 
her contribution for thc period 15th August, 1947 to 30th June.  1948 
and Pakistan could claim to pay her contribution only from 1st 
January,  1948. 

3. The &!inistry of Lair.. to whom a rcfercnce was made advisrd 
that India was entitlcd to a rcfund of the contribution paid by he? 
on behalf of Pakistan in the light of a Resolution adopted bv the 
International Civil Aviatiml Organisation Assembly in 1918 and bv 
virtue of thc Indian Indcpcndence (International Arrangement.~) 
O r d t r  19.17 the whole of thc amount standing in the u-orking Capi- 
tal Fund and the  Joint S u p p o ~ t  Emergency Fund to the credit of 
undivided India should be transferred to the credit of India. I t  
has. however, bren decided on the basis of another precedent, that 
-. . . - --.-..-.-- --. - .--...- -- 

eSrr Appendix I (Vol. I-Report! 
?SIC Apprndix XXI to thc S c v m h  Report. 
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irrespective of the legal position in the matter, we should offer 
Pakistan her share of the two Funds at 171 per cent. through the 
Final Debt Settlement in due course. 

4. The Secretary General of the International Civil Aviation 
Organisation has now been informed of our decision as in para. 3 
above and requested to refund the sum of $ 15,635.00 paid by India 
($ 15,070: 00 nad $ 565: 00 paid as Pakistan's share of the General 
Fund and the Joirit Support Emergency and Working Capital 
Funds respectively) or to adjust it against India's future contribu- 
tion to the Organisation. 

5. Further progress in the matter will be communicated to the 
Public Accounts Committee in due course. 

B. m. JFIA, 
Secretary 

NEW DELHI: 
Dated 4th September, 19% 



APPENDIX xvm 
MINISTRY OF FINANCE 

(DEPARTMENT OF REVENUE AND EXF~DITURE) 
In 1948 condensed milk was purchased by the Ministry of Food 

on an indent from the Ministry of Rehabilitation for consumption at 
various refugee Camps in the country. The milk turned out to be 
bad and had to be destroyed. It resulted in a loss of about rupees one 
lakh to the Government. The Public Accounts Committee consi- 
dered this matter in its meeting on the 28th October, 195.1. Since 
there was no agreed decision between the Ministries concerned, i.e. 
the Ministries of Food, Rehabilitation and Health, the * Public 
Accounts Committee directed that the matter should be examined 
by the Ministry of Finance and a note sent to the Committee 
"apportioning responsibility for the loss on the Ministries concerned". 

The necessary papers have been obtained from the Ministries 
concerned and the factual position is as f~llo-.+~s:- 

The D~rectorate General of Health Services who were in-charge 
of the medical relief at  the refugee camps after assessing the m 
quirements of condensed milk at the various refugee camps in the 
country, intimated in February, 1948, the same to the M . 0 . R  A 
meeting was held on 23nd February, 1948 in the Ministry of Rehabi- 
litation under the Chairmanship of the Minister in charge to con- 
sider the question. The D.G.H.S. stated that they would inter aliu 
need about 40 tons of milk for the Kurukshetra Camp to be con- 
sumed within six months. In the note submitted to the meeting, i t  
was stated that the milk should be supplied in two instalments, the 
first instalment of 20 tons being arranged immediately a t  weekly 
instalments of 5 tons each. Orders were accordingly placed by the 
Rehabilitation Ministry with the F d  Ministry. But unfortunately 
it was not stated that this supply was required for a period of six 
months. It  \vas also stated that the Khadi Pratishtan was one ot 
the sources of supply which could be contacted. 

The then Food Minister had made the followin observations on 
the 20th March. 1948, on a letter of Messrs. ~ h a f i  Prstishtan in 
connection with the purchase of milk powder for Defence Services:- 

"The only indigenous concern which has any centre of Produc- 
tion within the Indian Dominion is the Khadi Pratishtan. 
1he army has to depend entirely on foreign sources for its 
needs of condensed milk. This is not a prudent manner 
of developing the national self-sufficiency and Army's 
needs. It  is vital thqt the indigenous condensed milk 

indust K should be encouraged particularly when there is 
, no pro t motive in this particular concern, i.e.. the Khadi 

Pratishtan.. . . . . . . .The situation needs a more constructive 
wa of hendlin under the new political, set up of last year 

ment". 
d and this shoul be reflected in each decision of Govern- 
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The action of t,he Food Ministry has to be viewed in the light of 
these orders. The normal action at the purchase Officer's level in 
the Ministry would have been to call for open tenders accompanied 
by samples etc. when the demand of the Rehabilitation Ministry wa8 
received. The tender samples would have been tested, especially for 
keeping qualities, and those that did not come upto requirements 
would be rejected. But in view of the need for developing an indi- 
genous source, certg& relaxations in the strict application of the 
purchase procedure seem to have been made. 

The Ministry of Food were already in correspondence with t h e  
Khadi Pratishtan for the supply of milk to the Defence Smices .  An 
order for 10 tons was being negotiated on the condition that the 
Khadi Pratishthan gave a \ral.l.anty of one :,.t.al.. EL:! :hey \\.CSC un- 
able to give that u-arranrv rdnd \<.anted i t  to be rcduced to 
three months which the Defence Services were unable to accept. 
When the demand from the Rehabilitation Ministry went for imme- 
diate stfpply, the Food Ministry decided to take advantage of the 
offer of the Khadi Pratishthan to supply 10 tons. Before actually 
placing orders, Shri Bhargava, the then Chief D~rector of Purchase, 
suggested 

'' ( I )  

(ii) 

two alternatives: 
that we should first pu~.chase only 10 tons and thcn Judge  
the quality of the product: 

0 r 
we might order 10 tons and s a ~ d  tha t  we  \youid takv 31. 
tons more on t h r  cond~tjon that  the 31 tons balnncr. will be 
procured only if the first batch of 10 tons was found 
acceptable.'' 

Then there seem to have been some personal discussions-which 
are not on record. Orders wPrc' : sued by the Food Ministry to the 
Khadi Pratisthan on 24th May, 1948. Instructions were to despatch 
the 10 tons by fast goods train together with any quantity within 
the limit of 41 tons that may be lying ready with them. It  was also 
made clear that if the first lot of 10 tons was found unsuitable, the 
entire contract of 41 tons would stand cancelled without any appeal. 
Unfortunately no mention was made of the period of warranty-not 
even three months. The formal contract was drawn up on 11th June, 
1948. The contract did not specify the requirement of the D.G.H.S. 
that the supply of milk should be in weekly instalments of 5 tons 
each ostensibly because the placement of the order itself had already 
been delayed by about three months. 

The milk was received at the Subzimandi Depot in thy iwginning 
of July and it was stored in a stuffy and hot godown. Intimation 
regarding the receipt of the stores was receivcd in the O!lice of the 
D.G.H.S. on 5th July,  1948. Samples from t h e  first 10 tons were 
examined and it was found that 54 tons out of this had already 
deteriorated and was unfit for human consum tion. The represents- B tive of the Khadi Pratisthan was called an he agreed to remove 
the condemned stock. The balance of 31 tons was also reteived 
but there is no indication that this was tested immediately on receipt 
though testing seertls to have been done at supplier's premises before 
despatch. There is, however, no indication as to whether the tests 
were complete in regard to keeping qualities in the packed condition, 
etc. The D.G.H S, received intimation of the receipt of stores on 
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5th July, 1948 and since the huge stocks had come in one lot-for 
which they were not prepared-immediate action was started to 
distribute the stock to the camps. Various ramp authorities were 
addressed for their requirements and on receipt of the  in t imat ias  
14 tons of milk was distributed in the last week of July. Immediate- 
1 reports started coming in from all camps about the bad quality. 
decessary report was sent by the D.G.H.S. to the Rehabilitation 
Ministry and the Food Ministry on 1st September, 1948 and then an 
unsuccessful attempt was made to turn the milk into khoa. 

Shri Bhargava, the then Chief Director of Purchase, put up  s 
note to the Food Secretary and nlinlster about the bad quality of t h e  
milk and suggested that t h e  damages should be recovered from the 
Khadi Pratisthan. I t  is not clear what came out of that note. The 
file is silent on that point. Again the Rehabilitation Ministry wrote  
to the Food Ministry for action being taken against the firm so t h a t  
the loss could be recovered from them.  The view of the Food Minis- 
try was that since there \{.as no u.arranty in the contract, their case 
for recovering any damages from the firm kvas weak. This m e a m  
that the absence of the warranty clause was the major cause ?a: 
our not bcing able to bring the firm to book. The  Rehabilitaticm 
Ministry pointed out tha t  the firm had given in a separate let ter  r 
warranty of three months. A letter ivas ~vr i t ten  by the Food M i n b  
try to the  Khadi Pratisthan asking them to show cause why t h g  

" should not be made to bear the loss. but their reply was that tbe 
Food Ministry, lvhile placing orders for the milk stated that the 
stores would be accepted i f  found in good condition on examinatiom 
on a m v a l  a t  destination. I-lav~ng not examined the second lot imme- 
diately on arrival, the Food Ministry lvas not in a position to t a k e  
advantage of the firm's rcsponslbility for delivering the stuff at 
consignee's and in good condition. If an examination on arrival had 
been done it is probable that. as in the case of the first lot, the Khadf 
Pratjsthan would have agreed to take back the damaged portions of 
the second lot also. 

S. RATNAM, 
J t .  Secy, to the Govt. of lndiaL 



Revised notea on the ncommen&donr of the Public Accounts Cpmmittcs 

Pam ph 
Sl. Y n r  of of t c  Ministry or Depart- Rcmmmendations or supgesticms 

N Report Report mcnt concerned 
Action taken or prrposed to be taken 

6. I%g_toWII)  13 All Ministries exm t Fach Ministry should crgenise a cell within 
Ministry of PC'. f; . their framework for exercwng control 
& S .  over expenditure in accordance with the 

budgetary grants as well 8s for prcmpt 
and satisfactory disposal of audit objec- 
tions and the implementation of the 
recommendations of the Public Accounts 
Committee. 

18 Finance . . In order to check the tendency of the 
spending authorities to  incur expenditure 

All other hiinistries In a-s .  of the sanctioned grants or 
a prvpriatlons, it is essential thnt the 
henistries in general, and the Ministry of 
Finance in particular, should devise men- 
sures urgently whereby expenditure under 
each grnnt and sub-head under that 
p . n t  is booked immediately after it is 
mcurrcd. T h e  progress ot expenditure 
sh& be watched by the authority 
a d m i a i m  th gram so that before 
kmming furthtr expenditure, it should 

The uork of control cver expenditure 11 
at present being exercised in the Budget 
& Accounts Section of this Ministry. 
I t  is, however, now proposed to appoint 
a Director of Accounts who will devote 
his entire attentit n to exercising control 
over the rogress of expenditure? prompt 
and satisgctory disposal of a u h t  objec- 
tions, implementation of the recom- 
mendations of the Public Accounts Com- 
mittee, etc. 

This Ministry is obtaining monthly state- 
ments of progressive expenditure from 
the budgeting authorities under it with 
a view to watching the flow of expenditure 
and ensuring that the sanctioned allot- 
ments or appropriations are not exceeded. 
A quarterly review of the expenditure is 
also undertaken by a Committcc-oonsist- 
ing of ofecers of the Associated Divisicn 
of the Ministry of Finance and this 
Ministry to see that the expenditure is 
evenly incurred throughout the year as 
fPI PS possible 



ensure that the f ~ s h  expenditu.: is 
witl~in thc limit of sanctioned allot- 
rnrnt. This  is, of ccmrse, without prt- 
judicc to the Iegitimatc use of the Con- 
tir~gcncy Fund. 

4 .  ru.4'-441' . 19 Firasrc, 1 Ire rrctmcilistic 11 c f t1:r figurcs cpf cx- Sutrnissic,n c d  recrnciliatit n statements by 
pcriditurc h ~ "  Ltd by the s p r d i r  g Uc- oll the budgetirg authorities has a l d y  

I c h i  I pnrtnlcnts c<.r;crlnct wit11 the sc be c ktd becn intrtdcctd. The Ct mmittee refer- 
1.5. rhc rcspxtivc Accuunts Officers is red to in item -7 also reviews the work 
,me c3f  the 'potcnt nlcthcds' by which of reconciliation of deprutrnental figures 
tlic Htrw of cxpcnd~turc can he regulated of expenditure aith thosernaintaircd by 
and thc tcndency to over-spend c u ~ h t d .  rhr Acccunts Cficers . 
. I ' , ,  nchievc rtris cnd. thc spending de- 
jvrrnlcnts s l~~tu ld  nmintain their accc~ur~ts 
y r ~ p c r l  . ' l ' t~c Financial Advisers 
attacllcci' t , ,  the Ministrirs, etc. shwld  
guide thc Admin~strativc authorities in 
regard to the nlaintcnilnce elf accounts 
and for watching the plogress o f  ex- 
pcr~diturc. l 'hcy should alsu look intv 
rhc accounts of' hfinisrrics Llcpartments 
pcric~dically 111 tsrdcr to see thnt thew 
arc: hcing mainta~ned pr tpx ly .  In thc 
U. K.. the rcspcmsibility for kcepirlg rhc 
cntirc acccwr!t\ rests \vith the hlinistrics: 
I)cpartrw~its ctmcerncd. Steps sl~ould 
be t ~ k c n  to i ~ ~ t r c d u c ~ '  changes in this 
~cspccf  gradudly but effectively. 

2 2  T ~ J I I S P ~ ' ~ ~  '1) 111 order to cradiatc  loss of public It  is not always possible to  find persons -------- mcmqa as a result of m~bezrlcmenr 01 ~ h o  can pledge adequate securit~es both 
f.ir,oncc rc\cnuc hy ( m h ~ c r s ,  only those perscns ~n the form of cash and property. la -------- uh, ,  can pledge adequate securltm both cases, thcrefcre, where the right 

~ t f ~ r  h , n ~ s t ~ ~ e r  I I I  the lorm ol cash and property should pasuns for cash work cannot 
be enliL.tcu with the duties of handling securities in the form of cash or property, 
tbc a s h  security In the form of Ildelity bonds In 

obtslnecl. 



(ii) In accordance with the establishcd 
~ ~ t d u r e  laid down in thc Accounts & 

inancia1 Codes, the Receipts should be r 
remitted daily to  the bank immediately 
after these are collected. The  higher 
authorities should carry cmt thc verifi- 
cations of all remittances of 

E1lbliC moncys with a full sense of rcsponsi ility. 

(ii) So far as the Ministry pro r and 
attached & subordinate offices wEch are 
located in stations where there are branches 
of the Reserve Bank. Imperial Bank and 

Treasuries are concerned, all efforts are 
madc to sec that thc receipts are remitted 
daily to Bank/Treas~;y. In case, how- 
ever, the money is received ju;t before 

the close of the banking hours or there- 
after, the amount is remitted to the 
Bank on the following day. The  offices 
which are located away from Banks/ 
Treasury remit the amounts at suitable 
intervals. The hi er authorities, how- 
ever, carry out t $ e verification of all 
remittances of public money with a full 

wore of respmsibility. -- - - - - -- -- - . - 



Paragraph 
SI. of Recommendations/Sugges- Action taken/propo~ed t o  be taken 
No. Report tions I 

7 1 31 Government should fix A complete physical verification of tk m- 
some target date by tractor parts has been made. .Thf 
which such of the non- have also b m  se egated t o  facd~tato 
tractor parts as are not their disposal. C. 5 0. have compkted 
reaquired for use in the peparation of final lista of spare part8 
C. T. 0. should be dis- which is under submission t o  Govern- 
poed of as any delay in mcnt for formal approval regarding thir 
this directiton is likely disposal. Government's e r i m  hu 
to result not only in the seen that the disposal of c.T 0. s f o m  

deterioration of the stores through D. G. S. & D., has neither been 
but also their forced uick nor resulting in adequate return. 
d c  at a much deprc- ?herefore, the dccision has 'now km 
ciated value. taken to authorise the C. T. 0. to  dispose 

of their surpluses. These orden WW 
i5sued on 27th September, 1954. b 
view of the above, it has not yet b~ 
possible to fix a target date for the dm- 
posal of such pans. Apart from this, 
the C.T.0. is anxious to have maximum 
rctum on the disposal of their stores, 
in order to avoid any losses and, t b  
fore, is malung efforts to find out pm8- 
pective buyers of their surpluses. Thh 
IS likely to take some time. In any 
case, attempts arc, however, be* XII& 
to expedite disposal of t h e e  s t o m  
Some progress has already been mrde 

32 Government %hould take 
early dccision in the 
findings contained in 
ck Report of the En- 
quiry into the purchase 
and utilization of aggri- 
culturrl im lemcnts 
f- M i s  lcshitbhai 
patel & k o .  by Shri 
H. V. Divitia. 

As a result of Government's negotiations 
action on the enquiry by Shri H. V. 
L)~vatia in the caw of P. P. C implo- 
ments has been completed. hlcsm. 
Pashabhai Pate1 b. Co. have agreed to  
pay Rs. 3~5,650'- for rehabilitation of 

the implements. As a sum or 
Hs. 1.RS,R42,3 - is due to the firm &st 
thcir contract, this has been set off against 
the Rs. 3,35,6.~0,- and the sum now d u e  
is Rs. 1,16,807.13,-. This  was a proved 
by the Cabinet. As directed !y the 
Cabinet, all Govcrnrnent deparunrnn 
have been asked to exercise sp&al a r c s  
In dcaling with the firm in conncctiao 
wlth indigenous rmplements. 
rlon of titking action apatnsl the n" 0 %"‘ c c n  
coclc~rned was a130 considered but sins 
most of thcm had retired, n o  actian 
could be takcn. Anyhaw, the Home 
Mintstry has k e n  asked to ciinsida 
revision of the gcncral mles nhcw th, 
pen.rion ctc. of thc retired Government 
scrvant?i could be vffccted in cox the 
officer conccmcd was considered to have 
been negligent in the w u m  his 
duties. 

73 33 Govcrnnxnt sliould con- Ntic*$ary qrcpz hd\c ~ltcarfy bcrn raken ridcr thc dr\trablltt\ of ro control and rcdurc i d k  hour\ of  I- 
cxamtnmy reduction In tors in unit.;. l ' h ~   ill hc cvldenr f- 



the idle time in the 
tractor units by proper 
pIanning for the work- 
ing of land redmation 
schacncs by murts of 
mechanical ploughing, 
roliminating thcrrby 
tpnsiderable waste of 
srponditurr 

34 An ovsrrll :n.i.;liylum 11rn:r 
qf all ia!:p )rlw of 
\for?\ r (C ~:ncr j I  
krort:~. p:rrt)i. {ill an,] 
luhr~c.in!\ ct .. n . , ~  
spdrc p t r r ,  . ~ t i l \ '  r I bc 
MJ h\ rhc C. 'r. O. 
ar an\ i m  t m c  *!l.)uld 
hc fixed a% rcqu~rcd 
undcr tllr n ~ l c c  

the fact that the hours lost due to t-r 
breakdown in the operational 5-n 
1953-54 amounted to  6.4% of the tpul 
number of hours worked, as rg0-t 
7.40/& during 1952-53 and 12,3%.du 7 1951-52. The  methods of p l a m  an 
procurements of spare-pans have also 
been put on a proper fooung. A W a -  
rare planning section, working d~&' 
under the Chief Engrneer has also 
tcc up. But certain break dowm, due 
to unforeseen abnormal conditions 
alwavs 1ik:lp to take ~ l s c e .  A@ from 
thil: following steps are being tnkcn to 
achievc satisfactory results - 

(a: Effective measures have been taken 
to ensure proper and timely xrvicurp 
and maintenance of all types of ifn- 
plernenrs In the units by i nnodunw 
log books and xrvice schedules. This 
minimise the hrcnkdonn resulrW he 
r , ~  lack <if pr~tper majnrenancc and 
lubrication. 

(iil Stcpc rtrc dw hc~ng t.ihcn tn f ix  [he 
~ L X I I : ~ I I I ~ ~  and rnlnlnrurn Iimm for 
tht vsrlcrti\ ~nnhe\ ,*f  ~parcpnns and 
\tilre< r , )  a.\u:' rcpt~lrr and rinlely 
wpplv of ribc \p3re\ the units. 
Ir wll ,  !tius> h:. wen : ~ J I  wrh  more 
cspcricn~c :in$! hcrlcr plsnriinp and 
cffcitl\c \uy;.rr,!w,ii ~ J l c  tun<, I. being 
rcJui.c.!. 

Tat J ' / J I I : I ' I I~  f xi ! , I . ?  worL111g 11ndcr I ~ I  
(;!llr! ~ ' . ' ~ X I I I ~ ' L ' ~  114 L~,>\~C.ICLI dJ12 t ' i ~ r  

~ I X I I X :  . :.II!I: 1*111,.& !,I: \[,ck 1101Jin~ 
11t d ~ t t . r ~ t t r  I ~ C , ( T I .  , ~ t  ,,11src p r ! \  ~ I I I J  \ f c ? ~ s  

1 a n  1 ( '1 0 '\ pr,tpt& in 
rcsps! )! , ' .cr~i;  iliaxinltlrtl Itmi ! I  

* all caf-n Jrtr o! c r  lrcb drc rvpcrrrd hy 
1 I ! O r  I .  l'tlr cullcit~c~n 

of !I115 r13t:l H J. 1 ,  ~i i~ id  t t t  hr is much 
hc~vicr an.1 J I I I , ~ I :  ~ciitr~ical jtl ,  thm 
was ~ x p c c t c < t  c r  h e  maximum 
f ~ f n i t i  In rcspcir , I [  rtorc< arc belr~g wurkcd 
our and arc cxprctcil t r ~  hc conlplctcd by 
the end ot Oitcttlci. 



79 To enable the Cornmlt- The statement below shows the latest o ri- 
tee to cxamrnc the finan- tlon regarding the recovery in mpscf 

clal trnphcatlonc of of work done b old unrrs of the %td 
the uulrsamn u i  S ~ t m  OrgmKLon. 
old tractors, a note 
settlng fonh the In- - - - - 
formatton on the fol- S u t e  for TOW moan1 hmount of 

a horn work of debit debltr a m -  oaoMt lowing should be ra,ad ed Y D ~  m m m b  
fum~rhcdc  --- -- - - .am??!- 

Rl RB 

Puulab 5.93,toB-o 4 , 4 5 . ~ 8  1.47.907-8 
(ui)  the amount rccot- 

ered from each of rhc 
State Go\ ernrnenrs 
In rcspccr of ~ I C J \ ~  
rracrors. dnd 

. - - - - - - 
M. R. BHIDE, 

Joint Secretary t o  the Government of India. 



APPENDIX XX 
MINISTRY OF FOOD AND AGRICULTURE 

Conrnzewial Appendix to the Appropriation Accozrnts (Civil) 
1950-51 

 bra. 188 Workshop overheads 
The problem of high overheads was fully known to the Managers 

of the C.T.O. workshops. but it was a matter beyond their power. 
because the workshops did not have enough load as the nature of 
work was seasonal and the workshops \\ere meant more for main- 
tenance than for manufacture. On account of the fact that the  per- 
centages have been going up in recent years, an Espert Committee 
consistipg of a representative of the Ministrv of Finance and the 
T.C.M. Expert has been set up to study the problem, and their 
recommendations will be implemented as soon as they are received. 

The Espert Committee has s~nce  submitted their interim recom- 
mendation in respect of accounting in units on repairs. The Com- 
mittee IS expected to submit their final recommendations in the 
course of this month 

The recommendations of the Estimates Committee made in Para. 
10 of their Seventh Report about the maintenance of the workshop 
are under consideration. r 



APPENDIX XXI ' 
MINISTRY OF FOOD AND AGRICULTURE 

Para. 192 (a)-Foundry equipment 
In the middle of June, 1949, after some initial'discussion with the 

International Bank authorities regarding land reclamation scheme 
proposed to  be undertaken by the Government of India, Shri- 
prepared 4 copies of indents for 180 tractors and allied equip- 
ment in connection with the execution of the scheme. One of the  
indents related to workshop equipment a t  a cost of Rs. 10,18,600 
which included foundry equipment. Shri- appears to have 
worked out the requirements of foundry equipment with a view to  
set up  a foundry in a self-sufficient workshop for the Central &-actor 
Organisation in consultation with Shri-- actlng Chief 
Engineer and other engineers of C.T.O. They, no doubt, tried to 
plan the  foundry according to ushat appeared to them to be on the 
correct lines. I t  has to be rernttmbtred that this was the first venture 
of the kind under-taken by C.T.O. The requirements inaicated in 
the indent were subsequently in March, 1950, pointed out to be 
unbalanced by the firm which \$-as to supply the foundry equipment. 
The firm advised that exact out-pat 01 the foundry should be worked 
out and additional items ordered. :n order to compiete the unit for 
the foundry. The firm's recommendations were examined in a 
meeting held in D.G.S. and D. in July. 1950. Director of Stores and 
Chief Engmeer attended the meeting on behalf of the C.T.O. and the 
meeting decided that additional equipment be ordered in order to 
complete the unit. Towards the end of 1950. C.T.O. approached the 
Government of India for additional sanction for the purchase of some 
additional items for foundry taking the total cost of foundry as 
Rs. 1,88,223. Most of the f o u n d y  equipments had been actually 
received in August-Septc~mbtr, lR50. It ivas In 1951 that  the idea of 
installation of the foundry u.as dropped as in the changed circums 
tances it was found to be uneconomical. Items amounting to  
Rh. 45,145 were cancelled by C.T.O. It may be clarified here that  the 
decision for not installing the foundry \vas taken not only because 
of the number of tractors [vas reduced from 375 to 240 but also 
because i t  was considered that i t  would be more economical not to 
have the foundry. Central Tractor Organisation then took steps to 
dispose of equipment and has been successful in disposing of equip 
ment worth Rs. 54,827 (equipment worth Rs. 10.320 were sold in 
January. 1952 and further sales for Rs. 44.507 were made in December 
H52). For the remaining equipment worth Rs. 89.745. the  C.T.O. 
a r e  making attempts for disposal. 



I APPENDIX X m  
MINISTRY OF FOOD AND AGRICULTURE 

Para. 193-Balance of Stores 
The value of bulk order placed for spare parts for new reclamation 

tractors year-wise is as follows:- 
Rs. 

1950-51 10,99,473 
1951-52 17,92,861 

f (Dollar conversion effected' 
at Rs. 7 per dollar). 

The above figures show that though closing balances are not being 
mduced appreciably, but effective steps are being taken to restrict 
new purchases of spares to the very minimum and we hope that the 
present stock will cover. to a great extent, our requirements for t h e  
coming two years and our future purchases will be still lighter and 
confined to fast wearing parts only. 

The figures for 'Receipts' and 'Balance' of such stores and spares 
as shown in the accounts of the C.T.O. for the years 1949-50 to 1953-54 
a re  as follows:-- 

Receipts Balance 
(Rs.) (Rs.) 

The closing balance of stores as on 31st March, 1954 is about 
Rs. 1.49 mores. The following factors contribute to a large degree 
towards the accumulation of these balances:- 

( i )  Parts worth about Rs. 26 U h s  taken over from American 
Army Disposal turned out mostly to be slow moving and 
non-tractors. . 

( i i )  Parts worth Rs. 9 lakhs purchased for operation of old 
tractors became surplus with abandonment of the use of 
the old tractors of operation. 

( i i i )  ~urchas& made in 1951-52 ond 1952-53 were above th8 
mnual requirements. 



73 
(iv) The initial purchases of spare parts for the new tracton. 

to the extent of 25 per cent. of the capital cost was b a d -  
on the recommendations of the maqufacturers but were 
ultimately found to cover slow moving parts mostly. 

The comments by the Estimates Committee in para. 24 of their 
Seventh Report about the indiscriminate purchases of stores and. 
equipment are being examined in the Ministry. ' 

These papen have been shown to the Audit for verification d 
facts and figures. 

M. R. BHIDE, 
2nd May, 1955. 

Joint Secretary to the Government of  India, 
Ministry of Food and Agtic~ltute. .  



APPENDIX XXIIi 
MINISTRY OF FOOD AND AGRICULTURE 

'SUBJECT:-Public Accounts Committee consideration of the Appro- 
pnatiom Accounts (Civi l) ,  1950-51 and Audit Report 
(Czvil).  195'7, parts I and 11 aitd Commercial Appendix 
thereto. 

Sl. No. Recomn~endation or 
q u e n  by  the P A C .  

8. Para 232 ( V I I j  of Part :!. 

T h e  extent to \vaich ~,lairn 
fias been 1odgc-l aguinst the sup- 
qliersas regards the shortages 
of Rs. 5,00,g,tO and ti i.h what 
results. 

Action taken or proposed to bc rakcn 

Claims were IodgeJ fin 'he cntirc shurtapc against 
which recoveries so far adjusred i n  uccounts amounted 
to Kc. 64,t 3. A furthcr sun1 of Rs. 4S,ois has been 
withheld i o m  the contrn~.tors bills for adjubt i~~cnt  
against shortage. C l a i m  to tile extent crf Ks. 2,;1.1;X3 . 
are still under correspondrnce \vith \atinus parrlcs con- 
cerned. T h e  balance of rhc clriinls amounting 10 
Ks. I,17.199 i,a. been trcnred as ~rrcco\.crclti:c. 

P. N. THAPPAR. 
Secretary. 



APPENDIX XXIV 
MINISTRY OF LABOUR 

SUBJECT: --Meeting of the Public Accounts Committee on the 2nd 
November, 1954-potnts on whzch the Committee desires 
jnrther informatton. 

The varlous po~nts* raised by the Public Accounts Committee at 
i t s  meeting on Tuesday, the 2nd November, 1954, and in respect of 
whlch further informatwn 1s required, are  dealt w ~ t h ,  seriatzm, 
below .- 

"A Statement showing the number of placements and the ex- 
penditure incurred on the same by the Employmmt Es- 
changes from 1949-50 to 1953-54 and the reduction that has 
been effected in expenditure per placement from year to 
year." 

A statemcat showmg the number of placements and the espendi- 
ture lncurred on them is givcm below - 

- -- - - - 

Y e a  
Apr11 h l a r ~ h  I ' h . n g  

2 , 5 [ , ' - 5  

I 3,'2139 

1951-12 4,05,623 

1952-53 3,1923" 

195 3-54 1 ,69,3'0 
- -- 

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

Expnd~ture In lakhq COST per placmg 
- - - 

R. Ks. 
53 43 21 3 

52 16 i 4  C 

46 s, 1 1  5 

49 23 15 4 

49 c9 2% 9 
- -- - - - -  - -- 

I t  w ~ l l  be seen from t h e  figures above, that in view of the paucity 
of employment opportunltles the cost per placing in 195,?-54 has 
steeply mcrcased since 1931-52' and 1s much h ~ g h e r  than the  cost in 
1949-50, even though expenditure on the organisation in tha t  year was 
nearly Rs. 4,40,000 higher than In 1953-54. In  1951-5 when the cost 
per p'lacing was the lowest. employment o p p o r t u n ~ t ~ e s  were frequent 
and the average number of vacancies notified to the Service was 
about 40,000 per month. Durlng that favourable period. our statis- 
tics also show that the Live Legister remained practically static a t  
about 3 , 5 0 . 0 ,  frequent placings k i n g  able to off-set normal intake 
into the Live Reg~ster.  

The number of placements effected and the cost is not entirely 
within the control of the Employment Service, and is directly 
related .to the volume of employment which is being created in the 
country in the public and the private sector. Any attempt, therefore, - - - - - - - . - - ----- "_ - --.-- - -- L---- ---- 

*Sls also Appcnd~ca XXV to XXTS 

7 5 



to evaluate the activity of the Service by the number of placemen* 
in relation to expenditure is likely to lead to false conclusions both 
now, when the placings are low and later, when the placings become 
high. 

One object of the Service is to ensure that suitable applicants 
have equal chances to appear in reasonable numbers before em- 
ployers and to complete among themselves for the vacancies which 
occur. On an average, 4 or 5 applicants are submitted for every 
vacancy, and during the last three years an average of about 70,000 
applicants have been submitted every month. It is this opportunity 
for appearing before employers which is so welcome to employment- 
seekers, because many know that under a system of recruitment by 
patronage very few of them will even be seen by employers. The 
number* of submissions made (involving as they do, call letters and 
pre-submission interviews of twice the number submitted) is also a 
useful yard-stick of activity and may, with reason, be a standard for 
evaluation. 



APPENDIX XXV ' 
MINISTRY OF LABOUR 

'A note giving the total number of members in the Central Advisory 
Committee and the number of members therein from the trade 
unions. The break up of the number of members from the trade 
unions may please be shown trade unionwise." 

The required information is given below:- 

Totel nurnhei of Members of C.E.C.A. h'umbcr of members bf Trade 
Union3 on tne Committee 

j o  indudin.: Chairman and Secretarv I (I.N.T.U.C. 2 
Hind Ma7Aoor Sabha 2 
A.I.T.U.C. I 



APPENDIX XXVI 
MINISTRY OF LABOUR 

"A note stating the views of the Ministry on the principal recommen- 
dations of the Shiva Rao Committee indicating inter alia 
POINT 3 :  (i) steps taken to develop and strengthen the E m  

ployment Exchanges," 
The steps which are p rop~sed  to develop and strengthen the Em- 

ployment Exchanges are- 
(a) the establishment of the Service on a permanent basis; 
(b) the decentralisation of the day-to-day administration te 

the States to ensure more active participation in the work 
by State Governments; 

(c) the retention in Service of only those members of staff' 
who have a good record of service; 

(d) the introduction of staffing Surveys so that the staff em- 
ployed is scientifically related to the work-load; 

(e) greater concentration on trade and aptitude testing with: 
a view to improving the quality of submissions to em- 
ployers and more exact classification of degrees of skill;. 

( f )  co-ordination of effort with Vocational Guidance Bureaux. 
set up by the Central Ministry of Education and State. 
Educational Departments and the gradual introduction of' 
Adult Counselling with a view to ensuring that, as far as. 
possible, applicants are submitted against vacancies 
most suitable to their aptitudes; 

(g) the collection of employment market information includin 
statistical and other data related to both employment an f 
unemployment. This will be done in co-operation with 
other established agencies and with a view to building up. 
an all-India picture of employment and unemployment; 

(h) the development of closer relations with other Central 
Government Ministries and Departments of the State 
Governments; with workers' associations and the repre- 
sentatives of employers, with a view to greater co- 
operation; and 

\ (i) the introduction of sample and other Surveys to determine 
the employment and unemployment position in co-opera- 
tion with such other bodies as are already carrying out 
such Surveys. 

POINT 3 : (ii) "the possibility of further 2egisl.ation making i t  
absolutely compulsory' upon organised industry to re- 
cruit its labour force and filling the vacancies through the 
Employment Exchanges;" 

Neither the Shiva Rao Committee nor the Ministry of Labour 
consider it desirable, for the present, to introduce legislation making. 

78 



it absolutely compulsory upon organised indust (outside the- 
Government sector) to recruit its labour force and % 11 its vacancies- 
through the Employment Exchanges. The Ministry, however, agrees. 
with the Shiva Rao Committee that compulsion should exist in r e - ~  

ard to all Central and State Government establishments, quasi- 8 overnment establishments, Local Bodies, etc., Nevertheless, it 
has been proposed that a schedule of private employers should be 
drawn up, (after consultation between the Miniatry and the State 
Governments) of those private employers on whom it would be  
obligatory to notify to the Exchanges such vacancies as occur. This, 
it is hoped, will, in the course of time, encourage the private sector 
to utilise the Exchanges more and more and at the same time attract 
to the Registers of Exchanges such unemployed skilled persons as  
are available and who are suitable for submission against all the 
vacancies which are notified. As and when the Service becomes more 
and more capable of filling such vacancies, the question of coppul- 
sory filling up of vacancies by the private sector can be re-consi- 
dered. 

POINT 3 :  (iii) "the .ways and means to make P. & T. resort to 
the Employment Exchanges for recruitment of their 
employees," 

When Staff Strength Returns received from P. &. T. establish- 
ments reveal deviation from current instructions, appropriate action 
is taken at all levels. In general, our statistics show that in all 
Central Government establishments, (including P. &. T. but excludin 
the Railways) only about 10 per cent. of the vacancies, which shoul 8 
be filled through the Exchanges, are now being filled "otherwise". 
In 1950, the number filled "otherwise" was over 45 per cent. The- 
overall position can, therefore, be said to have improved. 

POINT 3:  (iv) "the proportion of expenditure on adminirttm- 
tion to the other expenditure." 

The annual cost of the Employment Service (based on the budget-. 
for 1953-54) is as follows:- . 

Rs. 
( i )  50 per cent. of the expenditure on the 5.06,800 

Headquarters of D.G.R. & E. 
( i i )  90 per cent. of the cost of the Regional 10,38,100 

Directorates (10 per cent. on Training) 
(iii) Cost of the Employment Exchanges 36,24,700 

If, fop the purpose of this question, it is assumed that "adminis- 
trative expenditure" is equal to 50 per cent. of the cost of maintain- 
ing the National Headquarters. (The other 50 per cent. being debit-. 
ed to Training) and 90 per cent. of the cost of the Regional Direct+- 
rates, it will be seen that the total cost of administration ia- 



80 
as. 15,44,900 out of a total cost of Rs. 51,69,600 z.e., approximately 30 
@r cent. TMs,Qgure a t  first sight seems inordinately high. 
One or two observations are, however, pertinent in this connec- 

r- Uon. 
(a)  The overall standard of work a t  Exchanges is sustained by 

both Central and State Inspectorates. These Inspectorates, 
which are paid for out of the allocations to the  National 
Headquarters and the Regional Directorates, can hardly 
be counted as "administrative" costs. The approximate 
cost of maintaining these Inspwtorates, in which 12 Assis- 
tant Directors are engaged, 1s approximately Rs. 1,50,00(, 
per annum. This cost may be deducted from the cost of 
administration. 

(b) Similarly, during the  budget year 1953-54, Public Rela t~ons  
Officers were, for convenience, attached to Regional Dlrec- 
torates for work primarily in connection with the Employ- 
ment Service. These Public Relations Officers, who were 
8 in number, together with an Assistant Director of Public 
Relations a t  the Headquarters cost about Rs. 1,10,000 per 
annum. The cost can hardly be considered as part of the 
"administration'. Their cost may be deducted. 

Porn 3: "(v) reaso.nableness of the per capita expenditure test 
prescribed to decide the e e n c y  of the Employment 
Exchanges. Are there some other tests also to check &.he 
efficiency of the Exchangeges?" 

This question has been dealt with under Point 1 above. 
POINT 3 :  "(vi) whether the activity of the Employment Exchanges 

with regard to placements made for casual labour irr 
worth pursuing;" 

While the Ministry is in full agreement with the Shiva Kao Com- 
mittee that activity on behalf of casual and unskilled labour should 
not degenerate into the mere recording of lists of workers who have 
come in touch with vacancies without any active assistance on the 
part of the Employment Serv~ce.  ~ v e  are of the  view that wherever 
and whenever more equitable methods of recruitment and more 
;.lst conditions of employment can be secured for ivorkers and whcn- 
:.>-er the applicants and the employers themselves desire the inter- . tiltion of the Serviw, i t  should be prepared to play its part. For 
instance, employees not infrequently prefer to be submitted through 
an  Employment Exchange because they consider it more likely that 
the employer ~ ~ 1 1 1  honour the terms and conditions oflercd to them 
through the Employment Exchange. Similarly, employers have, not 
infrequently, expressed the view that applicants ~ v h o  come through 
Exchanges, and !n respect of urhom particulars as to place of rcsi- 
dence, parentage etc.. have been ,recorded, in a Government institu- 
tion are less l ikr .1~ to be fraudulent. Employers have further indi- 
cated again and again tha t  the screening proccss carried oui a t  
Exchanges saves them considerable expense and time. Casual and 
unskilled workers. are those most in need of help. both because of the 
casual nature of their work (involving, as it does, frequent loss of 
employment) and also because many persons belonging tn .this group 
are illiterate and far more helpless than the wage earri%s. Never- 
,theless. the Ministry is of the view that the documentation of work 



in respect of unskilled workers should be simplified as much as 
possible and that the methods used in making submissions should be 
as speedy and inexpensive as possible. 

# 

POINT 3 : "(vii) the desirability of addition of a clause in the con- 
tracts of the P.W.D. etc. that all labour employed by the 
contractors should be obtained through the Employment 
Exchanges;' I )  

The Shiva Rao Committee has recommended that the obligation 
011 Government employers to notify vacancies should a ply equally 
to firms engaged on Government contracts, to underta ! ings in res- 
pect of which Government hold part of the stock and to establish- 
ments which have received aidlsubsidy from Government. Although 
this recommendation will not oblige P.W.D. and other contractors 
to actually recruit workers through the Exchanges, it is felt that 
the obligation to notify their vacancies will encourage contrdctors 
to utilise the services of the Exchanges to a greater measure. This, 
in turn, it is hoped, will lead to the loosenin of the grip of jobbers 
on such labour and will also make i t  possi % le for Government to 
observe the degree of compliance with the Minimum Wages Act in 
this field of work. A proposal to put in a mandatory clause in P.W.D. 
contractors asking the contractors to notify vacancies is under con- 
sideration. 

P b m  3 :  "(viii) whether, in view of the various shortconzings of the 
Employment Exchanges, ,there is any need for them?" 

It is suggested that, despite the various shortcomings of the Em- 
ployment Service the positive contribution it makes or can make 
IS very substantial. Some of the contributions which the Service 
has made are listed below:- 

(a) In the Central Government sector they have made 911- 
Central Government vacancies, (other than those filled 
through the Public Service Commission) accessible to all 
persons on the basis of merits and seniority of registration 
During the last five years, since the system of compulsory 
notification of Central Government vacancies was intm 
duced, only very rare instances of mishandling or abuse of 
this responsibility have come to light, despite the fact that 
on an average between 7000 and 8000 such vacancies have 
been filled every month through the Service. Incidentally 
large sums of money which would have been spent by 
Government on public advertisements and competitive 
examinations have been saved. 

(b) I t  has been possible through the Service to protect the 
constitutional rights of Scheduled Castes, Scheduled Tribes 
and AngbIndian applicants, by giving them special pri- 
ority for submission against vacancies as laid down by the 
Ministry of Home Affairs. Such applicants are separately 
'tabbed' in the Live Register and they are submitted in 
numbers in excess of the actual reservations reported by 
establishments. The result is that, as far as Scheduled 
Caste applicants are concerned, they are the largest single 
group in respect of which placings have been effected. 

m u  
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During the last two years, an  average of over 2,000 S c h e  
duled Caste applicants have been placed every month. 
When the employment situation was favourab!e in 1951 
and 1952, the number was over 4,000 per month. Simi- 
l ~ r l y ,  ex-Servicemen who, for various reasons, had not 
been particularly favoured by employers, but who, by 
reason of their service in the Army, have been given a 
high pl&e of priority, have been assured of a fair per- 
centage of the vacancies which occurred. During the 
last two years, En average of about 1,000 ex-Servicemen 
have been placed in employment every month. Priority 
assistance has also been given to discharged Central and 
State Government employees. Since 1950, the Live 
Register of Central and State Government employees has 
been reduced from 17,500 to 10,000 2nd a t  one time i t  was 

, reduced to 8,000 despite an average monthly intake of 
2,000 and the cessation of rationing. 

(c) The Service has provided special assistance to women. On 
an average over 600 women per month have been enabled 
to obtain emplovment through the Service; a far higher 
percentage of women find jobs than men. 

(d) Limited though the statistical information obtainable 
through the E m ~ l o y m e n t  Service may be, it is the  onig 
information available in the country which, :n any  \cay, 
indicates the magnitude of the unemp!oymcnt problem. 
Outside its orbit, all other information is guess work, ex- 
cept in certain verv limited sectors where Surveys have 
been conducted. 

(e)  However restricted the operation of the Service may be at 
present, it does stand for an orderly and equitable system 
of recruitment in contrast to the filling of vacancies by 
patronage and as employment opportunities expand, there 
will be more and more for an emnloyment Service to do. 
Much dissatisfaction will be a v o ~ d t d  if the unemployed 
applicants have somewhere to go for registration, even 

., though only a small proportion may eventually succeed in 
getting jobs. 

For the reasons given above, this Mlnistry is of the vlcw that 
despite the various shortcomings of the Employment Service a t  pre- 
sent, the maintenance of Employment Exchanges and their d e v ~ l o p  
ment is necessary. 
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MINISTRY OF LABOUR 
POINT 4 :  (i) "The steps taken or proposed to be taken to institute a 

system of apprentice training for Gouernment Undertuk- 
ings." 

Apprenticeship training schemes have already been introduced 
in a number of Government undertakings. In 1947, a Scheme was 
iaunched by which apprenticeship training was given to ex-Service- 
men who had reached a certain prescribed grade of technical DF 
ficiency or who had received training at one of the D. G. R. & E. 
Training Centres. The duration of the apprenticeship course in this 
particular instance was 12 months, the purpose of the course being 
to put ex-trainees on production work under factory conditions. 
Allowances ranging between Rs. 30 and Rs. 35 p.m. were paid. 
This Scheme came to an end in July 1950, after 1,657 ex-Servicemen 
had completed their apprenticeship. 

In 1951, a Scheme for providing apprenticeship training to dis- 
placed persons was introduced in U.P. and West Bengal. The 
Scheme provided for a total of 900 seats, 400 in U.P. and 500 in West 
Bengal. The scheme is still in operation. 

One of the short-comings of past apprenticeship training has been 
the lack of arrangements for the supervision of trainees while they 
are working under factory conditions and of follow-up after com- 
pletion of training. Furthermore, no arrangements exist at present 
for assessing the amount of skill acquired during the apprentice- 
ship training. The Shiva Rao Committee has recommended that a. 
regular apprenticeship scheme should be organised in collaboration 
with industrialists, and this recommendation is being considered in 
collaboration with the Ministries of Production, Commerce and 
Industry and Education. Meanwhile, a survey of the availability of 
training facilities in various industrial undertakings is being carried 
out with a view, inter alia, to arranging for a more orderly system 
of apprenticeship training. It is also proposed to utilise more fully 
opportunities for apprenticeship training in Government institutions, 
e.g., in the proposed Steel Plant at Rourkella in Orissa, in work- 
shops at major project sites, in Ordnance Factories, Railway Wort 
shops and at the Integral Coach Building Factory, Madras. 
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POINT 4 :  ( i i )  "Steps taken to see that Training Institutes keep track 
of the e&ainees." 

So far no effective steps have been possible for Training Insti- 
tutes to keep track of ex-trainees. It was hoped that by advising 
such trainees to register themselves at  the nearest Employment Ex- 
change whenever they became unemployed, it would be possible to 
keep track of trainees after they had passed out. This arrangement 
did not prove satisf,actory because a large number of ex-trainees 
failed to re 'ster at the Exchanges. Training Institutes were, F therefoke, as ed to collect some information in respect of ex-trainees 
Upto December 1953, the information received indicated that- 

(1) the number of persons trained under the Adult Civilian 
Training Scheme after 1950 was 16,835 

(2) the number of persons who were engaged prior to the com- 
pletion of their training was 496 

(3) the number of persons known to have been employed 
immediately after completion of training was 6,0q8. 

C 

Information in respect of other trainees was not available. It  is 
now proposed to evolve a scheme for better follow up of trainees 
immediately after their discharge from Training Centres. One pro- 
posal is to give each passed out trainee a set of postcards on which 
he will be asked to report the position in regard to his employment. 

. - I_t has also been suggested that a sample house-to-house survey in 
r e s ~ e c t  of ex-trainees might be conducted to ascertain more accu- 
rately the correct position. The importance of follow-up in respect 
of trainees is fully recognised bv the Ministry. 
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MINISTRY OF LABOUR 

POINT 5 : "Estimute of the amount of 'irrecoverable trainingcharges to 
be written 08 as a result of abscond@ trainees." 

Upto the end of June, 1953, a sum of Rs. 6,30,845 was due from 
trainees who had absconded. Of this sum, Rs. 39,760 has been 
recovered and a sum of Rs. 37,119 has been written off. Under the 
terms and conditions which trainees are expected to agree to pnor 
to their entry into a Training Centre, such trainees as leave the 
Training Centres prematurely are liable to pay the amount repre- 
senting the cost of training incurred by Government on theu 
account. Many of the trainees who left the Training Institut?x were 
too poor to pay the amounts demanded. Others were untraceable. 
The net result is that it is expected that most 05 the outstanding 
amount will have to be written off. Nevertheless the position ~s 
being constantly reviewed on the basis of reports received from 
the District Magistrates, who have been asked to locate trainees 
wherever possible and to indicate their capacity to pay back the 
amount which is owed. Each case is being dealt with on its merits 
and if the report of the District Magistrates justifies such action, 

"amounts are being written off. 

Secretary to the Gout. o f  India 
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MINISTRY OF COMMERCE AND ~ D U S T R Y  

Statement laid befop the House of People in connection with the 
Fourth Report of the Public Accounts Committee on the Import and 

Sale of Japanese Cloth. 

The idea of purchase of the Japanese cloth originated some time 
Late in 1946. The circumstances prevailing in the country then were 
such that the cloth available for internal consumption was in short 
supply. The indigenous production in the year 1946 (of what was 
then undivided India) was only 4003 million yards and was even 
lower 1947. While the prices of cloth produced in Indian pills 
were controlled, the free market prices were considerably higher 
than the controlled prices. Black marketing was rampant. 

It must also be realised that the Government then functioning 
w h a t  was called the Interim Government) was composed partly 
of Congress members and partly of Muslim Leaguers. The con- 
centration that was necessary for carrying on the work of the 
Government was somewhat hampered by the pronounced differences 
on policy matters between the two sections of Government. The 
division of portfolios amongst the Congress and the Muslim League 
was such that even the economic departments were divided amongst 
them and as such on economic matters each section of the economic 
department had its own views. While the Industry and Supply 
Department was under an Executive Councillor belonging to the 
Congress Party, the allied departments of Commerce and Finance 

--were administered by members of the Muslim League party. 
It has also to be recognised that the Secretariat was manned, by 

and large, by persons who are no Ionger in service, namely members 
of the Indian Civil Service, who left in August 1947. The S e c ~ t a r y  
of I. & S. Department was Sir Arthur Waugh. The Deputy Secretary 
who was,mostly concerned in this transaction: was Mr. O'Neill who 
was also Private Secretary to the then Member in charge of the 
1. & S. Department. 

As mentioned earlier, the production of Textile goods by the 
lndian Mills in 1946 was low. While the controlled prices were 
reasonable, the black-market prices were very high. I t  is clear 
from the records that the object of Government in importing cloth 
was to break the black market. I t  was realised that the prices of 
imported cloth would certainly be higher than the controlled prices 
of hdiqenous cloth. Equally, the prices of the cloth to be imported 
would be lower than the black-market prices of the indigenous cloth 
that prevailed at that time. 

The proposal was initiated when the then Commerce Depart- 
ment communicated the offer of Japanese Cloth. The comments 
on this note are indicative of the eagerness of Government to obtain 
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supplies. The Additional Financial Adviser to the I. & S. Depart- 
ment Ior instance wrltes as follows:- 

"I suggest that we refer to the Cotton quota given to Japan 
as an aaditional point in favour of our claim, (for tnlS 
cloth) .. . . . .. . . . . . . . . . . .. . . . . . I presume that t h ~  deal wdl be 
an mter-governmental transaction and we s h d l  have to 
make arrangement at  this end to market the yarn and/or 
cloth.' 

0 

In this and other notings by the officers concerned, their anxiety 
that the opportunity for the import of Japanese cloth should not be 
lost is evident. This is also emphasised by the fact that our repre- 
sentatives in Washington were insisting that if the Indian Govern- 
ment needed the Japanese cloth, the transaction must be put through 
before the end of March 1947. That is the background for thls 
transaction. 

The Public Accounts Committee, after examination of cgxtain 
issues has recommended a judicial enquiry. The first question is 
whether the Textile Commissioner had failed in his duty, by not 
advising Government against the transaction on the ground that the 
prices were higher than the controlled prices. Basically, such criti- 
cism does not take into account certain facts that must have been 
within the knowledge of the I. & S. Department. The controlled 
price in India in respect of the major part of the cloth that was 
intended to be imported, namely grey sheeting, must have been 
k,riown to the Ministry as the price fixing by the Textile Commis- 
sioner is done with the sanction of the I. & S. Department. I t  this 
is conceded, it must then be recognised that the officials of the 
Ministry must h a w  been aware of the fact that disparity in price 
between the Japanese Grey Sheeting and similar cloth made in 
India did exist. The question really should be whether the disparity 
was so great as would make i t  difficult to market the Japanese cloth 
In India, having regard also to the fact that price control did not 
operate on imported cloth. 

On receipt of the offer of cloth from Japan, a message was sent 
by the I. & S. Department to the Textile Commissioner as follows-- 

"Details of prices and detailed spwificalions ~vi th samples 
form.arded to you. If you consider revision of, prices 
(necessary), please communicate at once so that w e  can 
take i t  up with the Indian Embassy at Washington". 

The reply to this is as follows:- 
"Quantities and numbers of grey cloth acceptable to us are as 

f 0llows:- 
'4 t * * * 

Kindly indicate whethm the imports are being arranged as a 
Government transaction or whether these imports would be through 
trade channels". 

No mention of prices is made in the reply. The explanation for 
this omission given bv Mr. Dharma Vira who was the Textile Com- 
missionor then in  h is  letter dated the 21st May, 1953 is as fol1c:vs:- 

"The prices of imported clot,h were bound to be higher than the 
prices of the similar types of the Indian cloth. The ques- 
tion, thcrefore. to be considered was whether compared to 
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the world prices of cloth the prices of Japanese cloth 
offered were reasonable and in his view the Japanese ricer 
were reasonable as compared to the world prices. t he re  
was a very great demand for cloth in the country a t  that 
time and people were prepared to pay fantastically high 
prices. The fact that the prices of the imported cloth 
would have been even double the prices of the indigenous 
cloth would not have come in its way of disposal through 
trade. 

But he wished first to know whether import would be through 
trade channels or on Government account. If the import 
was on trade account and the trade was to be permitted to 
sell it in the market in addition to the normal ration, at  the 
import prices plus a percentage to cover profits etc. the 
disposal of the cloth is not likely to be difficult. Further 
by imports through trade the Government would not have 

c to invest money in a complicated trading enterprise. The 
manner in which the import was to take place was very 
relevant to enable a well considered reply being given on 
the price factor. His reply was, therefore, only an interim 
one pen&ng clarification on this point." 

The further points to be noted in this connection are that the 
Textile Commissioner had marked the communication for discuss~on 
with the Chairman of the Textile Control Board. The Chairman's 
note on the proposal which reads as follows, deals essentially with 
the quantities to be imported, having regard to the prevailing dik- 
parity in prices, rather than with the merits of the proposal to 
import. 

"This is with reference to the discussions on the subject of import 
of Japanese cotton textiles which we have had yesterday. . . . . . . . . . . . .  I 
leave it to the Government of India to decide how much quantities 
of Japanese Cotton Textiles may be imported into India in view of 
the very great disparity in prices. I suggest that the qualities given 
under the following number may be imported:- 

2002, 2042, 2003, 2004, 322 ,  2023 and 2024. 
The above qualities may be imported in both bleached and grey 

conditiqns. I am of, opinion that no dyed or printed material should 
be imported in view of the severe restrictions imposed on m~l l s  in 
India for production of dyed and printed cloth." 

All this would lead to the justifiable presumption that some impo- 
rtation was considered desirable and the higher prices to be paid for 
such cloth as might be imported were recognised, but what was 
sought to be determined was whether the importation of a considera- 
ble quantity at these high prices was desirable. The controlled prices 

ey sheeting at that time were 0-6-1 to 0-6-7 per yard and the 
mar et prices were 0-12-0 to 0-14-0 per yard. for f 

It must also be added that along with the letter to the Textile 
Commissioner from the I. & S. Department a note from Mr. P. A. 
Menon of the India Supply Mission, Washington, was sent, which 
read: 

"I forward herewith details of cotton cloth currently manu- 
factured in Japan, together with a specimen copy of a 
blank contract form and representative samples of several 



of the items mentioned in the list. You will notice thal 
the contract contains several stringent and rather unusual 

rovisions. Mr. Gardner, Vice-president of the United 
[tates Commercial Corporation has fold me that his com- 
pany would not be willing to discuss modification~ of the 
terms of the contract in any manner and that other Govern- 
ments like the U.K., China and the Phillipines had already 
signed similar contracts". Along with, the same letter the 
Under Secretary of the I. & S. Department had enclosed a 
copy of telegram from the Ambassador a t  Washington 
which concludes: 

"If you consider revision of these prices necessary please 
indicate at once so that negotiations may be opened with 
the United States Commercial Corporation. We under- 
stand from U.S.C.C. that prices are rather on the low 
side and it may not be possible to reduce them". 

It appears that in the face of these facts. the Textile Commissioner 
lid not feel called upon to advise against the importation of Japanese 
cloth as the need for importation was a matter of policy on which 
decision vested in Government. What the Textile Commissioner 
indicated was that he was keen on the transaction being put through 
the trade. It  1s possible that in view of the high level of the ruling 
prices in the market and the avowed deficit of about 75 million 

yards of cloth a month in the demand, the market might take 
up these goods provided the quantitie's offered were not large. In 
this connection it might be appropriate to quote from the explan- 
ation given by the then Textile Commissioner: 

"These inquiries were made after a prolonged correspondence 
with India's Ambassador in Washington, in the course of 
which the Government of India had already acce~ted, in 
principle, the purchase of certain quantities of fapanese 
cloth and yarn, subject to prices being reasonable. The 
idea underlying the purchase was to relieve scarcity of 
cloth in India. It was not to be a trading venture and 
was not to be viewed or examined from the ordinary 
commercial angles of profit or loss, though the +nces of 
loss were, of course, to be minimised to t+e extent possi- 
ble. There was nothing new in this policy beciiuse ear- 
lier, in 1944 and 1945, the Government of India. in the late 
Department of Industry and Civil Supplies. had in~ported 
considerable quantities of woollen goods, consumer goods 
and drugs to relieve shortages in the country. Some of 
these transactions, so far as I can recollect, resulted in 
financial loss, but they were borne by the Government 
of India as necessary and valid expenditure t y  a Govern- 
ment tu, relieve distress in time of scarcity." 

[f all these facts are taken into consideration the Textile Com- 
missioner's plea that his reply to the Department on 5th March, 194'; 
was an interim reply cannot altogether be rejected. The enquiry 
whether import was to be on Government account or on private 
account does not therefore appear to be irrelevant. If the trade were 
to import these goods on which price control would not operate. the 
goods could be disposed of at prices higher than the controlled prices, 
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the free market prices being not only higher than the controlled 
prices, but also higher than the imported prices. 

The next point raised by the Public Accounts Committee's report 
IS the alleged failure+on the part of the officials of the Department 
to compare the prices before ordering the goods. The circumstances 
detailed above in assessing the responsibility of the Textile Com- 
missioner also operate in regard to the responsibility of the officials 
of the Department, That the officials concerned felt it desirable 
to import cloth in order to remedy the acute shortage of cloth then 

in the country is proved beyond doubt. Although the 
records o not contain any specific orders on this matter, it seems 
clear that the policy had the general appro\-a! of the Member-in- 
charge of the I. & S. Department. Since papers werc called for by 
the then Secretary of the Department, Sir Arthur CVaugh at the 
instance of the Member. it can be presumed that it was donc so with 
a view, to obtaining the approval of the political head of t h c  Depart- 
ment. I t  must also be recognised that the Deputy Secretary dealing 
with this matter. Mr. O'Neill, was also the Private Secretary to the 
Member. Further, there is a reference to this point in a note put up 
by the then J t .  Secretary of the I. & S.  Ministry to Dr. Shyama 
Prasad Mookerjee in 1948 in connection with a question to be ans- 
wered in the Constituent Assembly." 

"The cloth and arn were purchased under the instructions of i; Shri C. Rajagopalac ari in view of the prospective decontrol on cloth 
and yarn in March 1947." b c 

In his telegram dated 21st February, 1945, o w  Ambassador at 
Washington in communicating the  ofi'er says "We understand from 
:he U.S. Commercial Corporation that the prices are rather on the 
low side and it will not be possible to reduce it." It was thereforc a 
question of a decision either to  import the goods at llie prices quotcd - or not to import it and the need for the goods seems to have decided 
the issue. 

A further argument that the emphasis on prices u.as relatively 
iess in the circumstances in which the order was placed could be 
found by the fact that 47 million yards out of this quantity of 
Japanese cloth that was sold before 1949 ~ v a s  sold ai a profit of 10 
per cent. If the entire cloth had been disposed of at that time, the  
issue would not have come before the Public Accounts Comrnittce a t  
all as there would have been no loss. But appzrently the sale of the 
balance of the cloth was held up  for some time because it was intcnd- 
ed to be utilised in the barter agreements for foodgrains that were 
in progress with Argentina and Indo China. The negotiations to 
include cloth in these agreements failed and by that time the prices 
of Japanese cloth had receded further. 

The Public Accounts Committee has paid special attention to the 
consequences of the failure on the .part of a firm MIS. Ban~vari  La1 
& Co. to take up the entire quantity of goods allotted to them. Thc 
facts are as follows:- 

8.75 million yards of cloth was allotted lo Banwari La1 & Co., 
in April/May, 1948. The value was estimated at 6: 552,000. Banwari 
La1 took delivery of the cloth in a very dilatory manner and cxten- 
sion of time had to be granted to them from time to time. They 



finally took delivery of only 3.6 million yards. In April 1949, the 
allocation to them was cancelled and the goods were sold by Govern- 
ment a t  a reduced price resulting in a sh~r t f~a l l  of about Rs. 15 lakhs 
over the entire transaction. 

The Public Accounts Committee has recommended that an enquiry 
should be made whether the financial position of the firm was pro- 
perly ascertained before the cloth was sold and on what reference or 
guarantee the transaction was entered into; and that steps should be 
taken without further loss of time to recover the sum and the expedi- 
ency of taking legal proceedings agamst the firm should be consi- 
dered. 

On the first point, the position is that no verification of financial 
standing was made regard~ng any of the firms to whom cloth was 
allotted a t  that time or any security deposit called for. The case of 
Banwari La1 was not therefore a case apart. It was not a case of 
a supply contract where it had to be made sure that supply wohld be 
ensured. Nor was it a case of the goods being delivered on credit to 
the parties, and ordinarily there was no risk. The circumstances of 
this case were that there was a steep fall in prices of textiles in 
overseas markets after the allotment was made to Banwari Lal. It 
rn~ght be suggested that this risk should have been covered but it 
cannot be denied that the risk was ordinarily remote. 

&sides, the general impression was that the firm having had 
,rh estabiished cxport quota of 1.7 million yards c,!~ their prevlous 
performance were rp;iable enough for the purpose on hand. 

The h a !  allotment iiltter to Banwari La1 was dated 7th June, 
1548. In pwa. i 3f that letter it was stated that payment will have 
to be made under an irrevocable letter of credit on a scheduled bank 
m Lr-dia for .C 531,000 in favour of the Textile Comm~;w;ler. Oiwng 
to delay in opening a letter of credit, the allocation Lvas cancelled 
by the Textile Commissioner on 1st November, 1 9 X .  Thereafter, 
representations were made by Banwari La1 for restoring the allo- 
cation. In ~ i e w  of the fact that Japan was selling at prices lower 
than what was paid by us. i t  was considered worthi7:hile a1:owing 
Banu~ari La1 to take up the goods at prices ~vhich Wei.c 10 per cent. 
above what was paid by us. The allocation was therefore restored. 

The question is whether if the contract had been cancelled at 
that time loss could have been avoided. The contract actually 
became operative on1 from September 1918. The allocation had 
stipulated that full deyivery should be taken and the payment made 
within three months. Their failure to comply with this condition 
would have provided justification to cancel the contract x r l ie r ,  

As against this, there was the consideration that SCAP in Japan 
was already selling textiles at layer prices and the Textile Commis- 
sioner was advised by his Financial Adviser that as long as we 
are able to sell at the prices fixed for all these transactions. i.e., at  a 
19 p w  cent, profit, we should try to hold on and get as r11uch quan- 
tity as possible taken by this firm. It seems to be a fact that by the 
beginning of 1949 prices were falling in Japan, and in fact. in 54ay 
1949 prices we had to reduce our own prices. It 1s also a fact that 
at that time we were engaged in the barter negotiations with 



Argentina and we had about 31 million yards still unsold which had 
been held up pending the finalisation of thew barter negotiations. 
I t  was only at the end of January that sales \?rerc resumed and 
then there were only two sales covering only 1 -4  million lards  at 
the old price of 10 per cent. profit. All the remaining cloth had to 
bc sold at reduced prices. With this large quantity on our hands, 
:here was reason for the doubts expressed whether we will he able 
to get purchasers at the old price for the balance 5 million yards 
still to be lifted by Messrs. Banwari La1 & Co. The weakness in 
this decision was perhaps that the fears entertained in respect of 
Government being unable to sell at  cost price owing to fall in prices 
in Japan, would also affect private parties. But it is a fact that 
the firm none the less lifted another 1.64 million yards in January 
1949, for the old grlce. On the balance therefore there seem to 
have been justification for extending the contract in the hope of 
making the firm lift as much cloth as possible. 

After the final cancellation of the contract and the sale of the 
cloth, the question of the best method of recovering the money 
from the firm was considered. Necessary enquiries were made and 
advantages and disadvantages of various alternatives including legal 
action have been considered. Government have come to the conclu- 
sion that taking all circumstances into account, arbitration affords 
the best chances of speedy settlement and proceedings have already 
con~menced. 

In the light of all the facts stated above. Government have 
decided that there is no need for a judicial enquiry into the trans- 
action as they are fully convinced that such an enquiry is not likely 
co bring out any fresh facts. 



MINISTRY OF PRODUCTION 

Was tlte approval of Parliament obtained to the "conversion of thu 
concern into a limited Company? If so, in what manner? 

In the 1951-52 budget, Parliament's vote was obtained for appro- 
riation of certain monies for purposes of expenditure on the Ferti- 

ezer Factory which at the time such vote was obtained was a Gov- 
e r n m ~ n t  undertaking. The expenditure authorised by such appro- 
priation was incurred for the purpose it was meant. During the 
course of the year, the Factory with all its assets was handed, over 
to the Sindri Fertilizers and Chemicals Ltd. of which the Central 
Government is the sole shareholder, and the total outlay till the 
date of the transfer was treated partly as share capital held by Gov- 
ernment and partly as a loan to the Company from the Central 
Government. After such transfer, any cash required by the Company 
from the Government has been given only in the form of loans. 
During 1951-52 itself a loan of Rs. 1.89 crores was given to the 
Company and this money was found by reappropriation of funds. 

' 2. The t ransfx of assets to the Company was really In the nature 
of disposal of Government properties which is within the power of 
the executive and does not require prior authority of Parliament. 
Nor was the loan of rupees one crore made to the company during 
1951-52 a case of a "new service", since the grant of loan to indus- 
trial concerns has been a normal and recognised service. In any 
case. the transfer of the assets to the Company did not constitute 
"expenditure" out of the Consolidated Fund of India, either on a 
new service or otherwise, and the uestion of obtaining Parliament's 
approval through a specific deman 2 for grant did not arise. 

3. The contemplated conversion of the Sindri undertaking into 
a limited concern was, however, mentioned in the Exphnatory 
Memorandum of 1951-52 and the actual transfer was also mentioned 
in the Explanatory Memorandum of the following year. Thus para 
6 of the not: on Fertilisers Factory, Sindri, in section I11 of the 
Explanatory Memorandum for 1951-52 reads as follows : - 

"It has been decided to place the management of the factory 
under a State-owned private limited company. Action 
to implement the decision has been initiated." 

The decision was in pursuance of a Government decision on the 
best form of management for State enterprises. 

4. Similarly paras 4 and 5 of the note relating to Factory in 
Section III of the Memorandum for 1952-53 read as follows:- 

"4. In accordance with Government's policy of placing State 
industrial enterprises under limited companies with 
boards of Directors, this factory has been placed under 
a private limited company called 'Sindri Fertilizers and 



Chemicals Ltd' with an  authorised capital of Rs. 30 
crores. Out of the sum spent by the Government of 
India on this factory a sum of Rs. 17 crores will re- 
present the issued, subscribed and paid u capital of 
the Company. The balance of the sum wil f' be secured 
by redeemable debenture bonds issued by the Company. 
Six directors have been a pointed for the new company P of wLom three are officia s and three non-officials. 

5. The budget for next year provides a sum of Rs. 3 crores as 
a loan to the new company". 

In 1952-53 it was made clear by providing under the Capital Head 
'Capital Major Head 72 (Demand 132) other Capital Outlay-Minis- 
try of Works. Production and Supplv' that different sub-major heads 
were being introduced (A) capital expenditure on factories and (C) 
inve-tment in Government commercial undertakings with further 
sub-heads thereunder to make provision for the inclusion of sums 
for voting in the case of companies that already existed and for 
undertakings expectod to be formed in the period. 

6.  In the 1952-53 budget, specific provision was made for a loan 
of Rs. 3 crores to the company in the Demand for Loans and 
Advances by the Central Government which was voted by Parlia- 
ment. 

(ii) FORMATION OF PRIVATE LIMITED COMPANIES FOR THE MANAGEMENT 
OF STATE UNDWTAKINGS. 

Note stating action taken by the Alin,istry of Finance under r e c m  
mendations made by the Public Accounts Committee in para 5 
of their Third Report on the exchequer control over public ex- 
penditure with a special reference to the opinion recorded by the 
Attorney-General on the legality of the formation of such 
companies. 

The Public Accounts Committee in para 5 of their Third Report 
on the exchequer control over public expenditure made the follow- 
ing recommendations : - 

"Corporations for the management of Government Industrial 
iindertakings should be set up under the authority of 
Acts passed by Parliament". 

2. The Comptroller and Auditor-Genxal of India expressed doubt 
about the propriety of the Union Government spending money out 
of the Consolidated Fund of India on an industry until Parliament 
by law declared the control of such an  industry by the Union Gov- 
ernment to be expedient in the public interest-uide item 52 of 
List I of Seventh Schedule of the Constitution. The Comptroller 
and Auditor General raised the second major point, namely that 
he derives his authority from Art. 149 of the Constitution and he  
would be prepared to accept the responsibility for auditing the 
accounts of companies of this type if specifically asked to dc .;o 
by Parliament but not otherwise. A Statement of the Case was 
first placed before the Attorney-General in June 1951. The two 
constitutional issues raised in the statement for opinion were, ( I )  
can the Central Government establish or run an industry such as 
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the Sindri fertilizer project or spend moriey out of the Consolidated 
Fund of India on such industry unless and until Parliament by law 
has dx la red  the control of such industry by the Union Government 
to be expedient in the public interest (item 5.2, List I of Seventh 
Schedule)? and (2) can the Comptroller and Auditor-General who 
derives his authority from Art. 149 of the Constitution accept res- 
ponsibility for th? audit of industrial and commercial undertakings 
unless specifically required to do so by Parliawent? On this, the 
opinion of the Attorney-General dated 4th July, 1951* was as follows: 
In regard to the first issue, the reply was in the negative in the 
absenc? of a declaration by Parliament by law, and this could not 
be overcome by a resolution of Pariiament which has not the efficacy 
of law. On the second point also, the answer was in the negative 
namely that the requisite statutory powers for the audit by 
Comptroller & Auditor General could not be conferred 
simply bv the articles of associat~on of a limited Company. 

J 

3. In the meantime in October 1951. the Industries (Develop- 
ment and Regulation) Act, 1951 (Act LXV of 1951) had been enacted. 
In a meeting with him,  the Comptroller and Auditor General stil! 
held the view that this Act did not confer on Government absolute 
powers in resDect of f:rtilizers and other industries mentioned in 
the 1st schedule and the function of the Centre operating through 
Development Councils werc limited-t'ide section 6(4) of the Act. 
On thc s x o n d  issue, the Comntroller, and Auditor-General also 
expressed the vic\v that the Company may request him to be auditor 
if necessary by incorporating srlitable provisions in the Articles of 
Association; but this ~vould be neither proper nor binding as his 
duties and functions arc prescribed bv Parliament. 

4. -4 Statement of the Case was again presented to the Attorney- 
General on the 16th January 1952 (cops enclosed marked Annexure 
11) where i t  was ask;.d "Whether the declaration contained ia 
section 2 of the Act cited is sufficient from the constitutional point 
of view to give the Central Government necessary executive power 
to hold shares in and to manaqe and control Sindri Fertilizers & 
Chemicals Ltd. or whether further and more specific legislation is 
necessarv for the purposc". On this. the opinion of the Attorney- 
General furnished on 16th February 1952 wzs final and affumative, 
namely that further and more specific legislation is not necessary 
for the purposes mrntioned. 

5. While the Conlptroller and Auditor-General had pointed out 
that additional functions could not be imposed on him through the  
Articles of Association of Companies he expressed the definito view 
that. in any case, his aud11 jurisdiction could not be ousted from 
Central Government undertakings and he would continue to oxercise 
his right to audit t h r  accounts of such undertakings In consultat~on 
with the Comptroller and Aud~tor-General. a suitable provision has 
been made in the AI tlcles of Association of each company provid- 
ma for the right r)F 1!w Comptroller and Auditor-General to audit 
the accounts of such undertakings in rddltlon to the audit require- 
ments of the Companv Law - - - - -  - - 

S cr Anncxu 2 to Appcnd~s LIII. 
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6. In July 1952, the advice of the Comptroller and Auditor- 
General was sought as to the lines on which he would suggest that 
legislation should be undertaken by Government. The question 
regarding the form in which the legislation for the institution and 
management of State owned undertakings should be continued to 
remain under the examination of Government in the light of the 
experience gained in the working of the enterprises. In view of 
the position that had been sustained in regard to Sindri, other 
undertakings undef the Ministry of Production with the company 
form of working had been started. In each of these cases there is 
a provision in the Articles of Association for audit by the Comp 
troller and Auditor-General and this was made in consultation with 
him and he has been arranging for audit on this basis although 
reserving his inherent right to have this regulated by legislation. 
The matter came up for discussion in Parliament in December 1953 
when the Finance Minister clarified the attitude of the Govern- 
ment.. He explained that the company form of management was con- 
sidered suitable for certain types of undertakings and Government 
had been experimenting with various types. While he demurred to 
the Auditor General's statement that this type was 'a fraud on the 
Constitution or the Company Law' he stated that it was Govern- 
ment's intention to consider in what way the whole position could 
be placed on a more satisfactory basis by legislation, either by 
special enactment or by incorporation in the Company Law Bill 
which is still pending. 

L 

After a discussion with the Ministr~es concerned. a decision has 
been taken to introduce a special chapter in the Companies Bill, 
introduced in Parliament in September 1953 and now pending be- 
fore a Joint Select Committee of the two Houses. To provide for 
the establishment and regulation of companies In which Govern- 
ment has a predominant interest, it is proposed to include within 
the scope of the special chapter all companies in which the Central 
and/or the State Governments have, individually or jointly, a share- 
holding of fifty-one or more per cent. of the total shareholding of 
the companies. If Parliament approves the provisions contained 
in the special chapter, statutory authority will have boen conferred 
on the executive Government to organise Government undertakings. 
with a hajority of Government capital in them, in the form of 
Joint Stock Companies. Whether a spocific provision should be made 
in this chapter for Parliamentary authorisation for the establish- 
ment of such a company, in each individual case where such a 
company is proposed to be set up by Government, by an appropriate 
Parliamentary resolution or otherwise. is a matter which is now 
under the consideration of Government. As soon as a decision is 
taken on this issue, a suitable provision will be made in the special 
chapter in the Companies Bill. 

S. JAYASANKAR, 
Joint Secretary 

31&54 



APPENDIX XXXII 
MINlSTRY OF PRODUCTION 

Para 5(a) of the Audit Report (Civil) 1952-Par I I 
SUB: --Power Station Piping Contract-Messrs. Stewarts & 

Lloyds Ltd. 
In connection with the implementation of the Fertilizer Project 

the late Sir James Pitkeathly was appointed Chairman of the Indiar, 
Technical Mission with headquarters in India House, London, for 
the purpose of inviting tenders and other allied matters in U.K. and 
U S A .  4 

2. The tenders were scrutinised by the Indian Technical Mission 
(which ultimately consisted of Sir James Pitkeathly alone) and 
recommendations were made by it to the Go\~ernment of India in 
respect of each tender in consultation with the Chemical Construc- 
tion Corporation and the Power-Gas Corporation who were respec- 
tively the technical consultants of the Government of India and the 
erectors of the Plant. 

3. In regard t o  the Pourer Station Piping Contract, Sir James 
Pitkcathly sctnt a cable on 22nd April 1947 to the Government of 
1.1dia !nforming them that tenders had been received from only 
tv.0 f,rms..---S~e\\la~.t,s S: Lloyds Ltd. (Registered office a t  GXasgow 
Scotland) and Aiton & Co., Derby, for the Power Station Piping. 
Aiton's tender was El0,719 higher than Stewarts & Lloyds' and their 
delivery was more estended. The Go\,ernment of India authorised 
the acceptance of Stewarts 6: Lloyds' offer if after further investiga- 
tion it was found to be most favourable of price and delivery. They 
also presscd for bet!er dcli\,erics which were later arranged with 
the assistance of the British Government. 

4. Mcssrs. Stewarts & Lloyds wrote on the 12th June 1947, a letter 
to the Power-Gas Corporation Ltd. giving price schedule,.for the 
supply, d e l i i ~ r y  and erection at Sindri and also a schedule of total 
dead weight showing a total of 669.5 tons of steel. 

5. The Power-Gas Corporation Ltd., (Agency Department) in 
their capacity as  Agents to the Government of India advised the 
D.G.I.S.D. London as follows in their letter of 27th Novembtf 1950 
When thc pipe~vork \vas ncaring completion. 

"You will notice on referring to the contract documents for 
the above that Messrs. Stewarts and Lloyds submitted 
n schedule of the estimated tonnages for the piping 
involved in their contract. Stewarts and Lloyds are 
now nearing the completion of the erection of the Power 
Station Pipework at Sindri and we have been able to 
assess, from the shipping documents and informaticn 
received from India with respect to the  piping. supports 
etc.. that the total weight of material in this installaticm 
is approximately 538 tons. 

97 * 
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Stewarts and Lloyds quoted a lump sum price to carr out 

complete fabrication and installation of the &-oweP 
Plant system in accordance with the flow diagrams and 
information supplied by the Engineers. Being a lump 
sum price, it is not subject to variation should the 
weight of material installed be less than that which 
they priginally estimated and included in the contract 
documents. 

In the minutes of the meeting held a t  our offices in Stockton 
on 25th April 1947, it was agreed that for any increase in 
the extent of pipework beyond that show on the 
Engineers' flow diagrams, the increase in cost should 
be calculated on a tonnage basis. As far as we are 
aware, there has been no such increase in the extent 
of supply beyond those shown on Engineers' flow dia- 

I grams and therefore this suggested method has nnt 
operated. 

Since the estimatd tonnage of piping, supports, etc., for this 
installation exceeds the tonnage actually supplied, we 
have given the matter considerable thought and held 
discussion both with our legal Adviser and Stewarts 
and Lloyds. We have satisfied ourselues that the con- 
tract is a lump sum contract and that the difference 
between the t ~ n n a p e  estimated and supplied has no 
significance and does not affect the contract. 

When our Engineers and Chemicals Construction Corporation 
Engineers at the site are satisfied that all the piping 
as shown on Chemical Construction Corporation's flow 
Diagrams has been installed and the piping so installed 
is satisfactory and a first class engineering job, then 
the contract will have been com~leted and ~ a v m e n t s  
will be due. 

We have considered it advisable to bring this matter to your 
attention and to give reasons why, in our opinion and 
that of our Legal Adviser, a claim cannot be made on 
Stewarts and Lloyds because the weight of material 
they have supplied against this contract is less than the 
estimated weinht.." 

6. The question was referred to the Law Ministry of the Govern- 
ment of India for examination of the legal position. The Special 
Solicitor to the Gwernment of India who examined the contract 
agreed with the view of the P.G.C.'s legal advisers that the contract 
being a lump sum contract the d8erence between the 
estimated and supplied had no significance and it did not affect tonnaf? t e 
contract and that in short we cannot ask for a reduction in price 
proportionate to the matter "less consumed". The Solicitor to the 
Government of 1nd:a also agreed with the view expressed by the 
Special Solicitor (Appendix I)*. In the circumstances there had 
been no excess payment in terms of the contract and no legal action 
could be taken against the firm in the terms of the contract and in 
view of the legal advice. - - 
*Not printed. ' 

I 
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7. As regards the criticism that the estimate of steel was 

apparently not properly scrutinised, it is pointed out that it was 
not a case of sanctioning a contract on the basis of a n  estimate ot 
quantities and rates per ton submitted by the cohtractor for scrutiny. 

8. The preparation of the flow diagrams and the specifications for 
the piping was in itself specialised work done by the Consultants 
(the Chemical Construction Corporation of USA,)  who themselves 
furnished no estimates of the tonnage of steel. Tenders were invited , 
for the carrying out of the specific amount of pipe work shown in 
the flow diagrams and in accordance with the specifications. 
This was the criterion. The test was whether the work 
shown on the diagrsrns was carried out satisfactoril It 
was only if an additional extent of pipe work, g y o n d  
that shown on the Engineers flow diagrams was asked for, 
that extra payment would be made. Correspondingly it is only if 
the scope of the work to be done was reduced that a claim for 
reduction in the payment could be asked for. Specification were 
prescribed but the weight of the metal used was not a consideration 
and there was thus no provision in the contract for a greater or 
lesser sum to be paid if the tonnage of steel was higher or lower 
than the estimated tonnage. 

9. The work of putting up the Sindri Factory-which has ulti- 
mately cost nearly Rs. 25 crores-was an immense task and the 
Government of India had the following arrangements. There were 
tHP Consultants who prescribed what w'as required to be procured 
2nd erected-the Chemical Construction Corporation of U.S.A. The 
Power Gas Corporation of the United Kingdom functioned as the 
Agents of the Government of India, and it i s  their vigilence which 
ultimately even brought to light the fact that the quantity of steel 
finally used was less than that mentioned in the letters and schedules, 
although along with this finding they mentioned the fact of their 
careful investigation and their final conclusion that no difference 
would be made to the lump sum payable under the contract whether 
the steel used was more or less. Sir James Pitkeathly, the former 
head of the Indian Stores Department, was the person experienced 
in the procurement of stores and machinery who headed the Indian 
Technical Mission in London. Invitations for tender were ncr doubt 
widespread, but this was in April 1947, not long after the end of the 
war. Tenders were received from only two firms who were willing 
and able to undertake the manufacture of piping required. The 
then circumstances will also be clear from the attached copies of 
cable received from Sir James Pitkeathly and the reply sent (Appen- 
dix 11) *. The recommendation of Sir James Pitkeathly was scrutinis- 
ed by the Government of India in consultation with their technical 
ofRccr, Brigadier Cox and duly sanctioned. There was really no 
occasion then for scrutinising any estimate of tonnage. The arrange- 
ments made by the Government of India for ensurin the construc- 
tion of the factory at a minimulh cost, with skille d assistance as 
they had to take from outside have already been indicated above. 

10. Sir James Pitkeathly was not a powerhouse and piping expert 
and, apart from the fact that there was no occasion for scrutinising 

, the tonnage Agures given by the firm-the estimates could have only 
been scrutinised by the specialist Engineers and Contractors who 
*Not printed. 



had done piping work for power stations of this kind and magnitude. 
At  the time of offer of Messrs. Stewarts 8: Lloyds was received in 
April 1947, Brigadier Cox pointed out that the progress of work at  
Sindri was controlled by deliveries obtainable from at  least 100 of 
such sub-contractors. There was no occasion for the Government 
of India for enlisting the assistance of specialists in each of many 
fields in order t a  check the lowest offers received, even when the 
offer was of a lump sum contract not related to quantities, and the 
times were such that quotations could in any case have been obtained 
only from a very limited number of firms able and willing to take 
the work and only on certain bases acceptable to them. 

11. The question of taking any action against the firm did not 
arise as payment made was based on a specific conclusion of the 
Govgnment of India that the contract was a lump sum contract 
given to the lowest tenderer with the best delivery and the contrac- 
tor was entitled to the payment claimed. 

S. JAGANNATHAN, 
Joint Secretary 

29-9-54. 

Enclosure BI  Audit 

Receipt is acknowledged of the AGCR's L!. 0. NO. WM. 
5-12/36/51-52/1042 dated the 28th September, 1954 forwarding the 
comments of Audit on our original Note on ( i )  Power Station Piping 
and (ii) Ammonium Sulphate Storage Silo. 

Power Station Piping.-All the changes suggested with reference 
to paras 3. 7, 8, 9 and 12 h a w  been carried out. As regards para 4,  
a suggestion was made (which 1s reproduced below") for a ce r ta~n  
amplification. This amplification has not been incorporated because 
the factual position has been brought out in the letter of the Power 
Gas Corporation which is quoted in para 5 of the Production Minis- 
try's Note and the legal position is set out in the legal opinion 
which is attached to the Production Ministry's Note: 

" "This may be amplified as follows: 
After further discussion Messrs. Stewart & Lloyds wrote on 

12th June 1947 a letter to the Power Gas Corporation 
Ltd. giving their final price supported with the necessary 
detailed schedules showing the dead weight as 669.5 tons. 
This formed the basis of their agreement. On comple- 
tion of the work it came to notice that only 538 tons 
of steel was actually consumed against the estimate of 
669.5 tons. This over-estimation did not come to notice 
at the time of the scrutiny (referred to in para .2 above) 
and acceptance of the  tender." 

Ammonium Sulphate Stcrrage Silo.-The Audit comments refer 
to our paras 1, 2, 3, 9, 10 and 11. Paras 1 and 9 have been modified 
in the light of Audit comments. para 10 has been omitted and para 
11 altered as: suggested by Audit. This leaves only paras 2 and 3 
containing Audit views on the tase, in  its essence: which are beinp 
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forwarded by us as Audit's comments along with our Note, for the 
consideration of the P.A.C. While these paragraphs state again the 
views of the Audit on the case, the whole matter is governed by 
the legal opinion which has heen taken and which has formed the 
basis of our Note to the P.A.C. on the circumstances in which action 
could not be taken against thc Company. 

D. S. BENEGAL, Under Secy. 

Accountant General, Central Revenues (Shri X. 33. Lal). 

Ministry of production U.O. No. Fy-6 (100)/53 dated 299-1954. 



. APPENDIX XXXIlI 

Note on the Excess Payment made to Konar Contractors 

I t  is necessary to state in the first instance that the figures fur- 
nished by the D.V.C. Enquiry Committee were based on the quantities 
of work as estimated a t  the time. Based on actual payments made 
uptodate and further liabilities on this account and on the Enquiry 
Committee's method of calculation, the amount comes to a little 
over Rs. 91.00.000 against Rs. 1,19,00.000/- shown in the Report. 

2. The old Corporation presided over by Shri S. N. Mazumdar 
have already submitted their views in this regard. vide Appendix 
IV of the Booklet entitled 

"1. Chapter V of the D.V.C. Enquiry Cdmmittec Report; 
2. Government's decisions on recomn~endations of the D.V.C. 

Enquiry Committee together with the comments of the 
Governments' of Bihar and West Bengal and of the 
D.V.C. on the Report. etc. etr. . . . . . . . "  

I 

The present Corporation, however. have at the instance of the 
Government of India in the Ministry of Irrigation and Power, 
reviewed the whole situation and have come to the conclusion that 
the findings of the Rau Committee are substantially correct. In view 
of the varying estimates of overpayment arrived at by different 
authorities at different times, it is difficult for the Corporation a: 
this stage to give a correct estimate of the volume of overpayment 
made. 

G. D. KSHETRAPAL. Secy, 
Damodar Valle?. Corporation. Camp: 

New Delhi-4-4-55 
Authenticated 

R. R. BAHL, 
Joint Secretary. 



APPENDIX XXXI w 
DAMODAR VALLEY CORPORAT;ON 

Comments made by Shri Banerjee, Financial Adviser, D.V.C. on the 
overpayment made to Messrs. Hind Pate1 & Company and the 

amount of the loss calculated by him 

CHAPTER V-Konn~ 
Award of Cont~wcts. 

Para 30, page 48 -While I do not go so far as the Committee 
eoes. I share their views that the schedule of basic ~ r i c e s  and 
:ngineering estimates need not have been supplied to ~ G s s r a  Hind 
Patel. 

Para 38, page 50-1 agree with the Committee that the unit rates 
of Messrs. Hind Pate1 must normally be deemed to include the 
items necessary for construction of the dam in accordance with the 
S.C.B. method of construction as outlined in the specification. It 
has however to be appreciated that Messrs. Hind Pate1 had rightly 
or wrongly specifically indicated in their letter that their unit rates 
did not include the items mentioned in,that letter. As the Corpora- 
tion accepted this contention they claim to be legally entitled to 
separate payment for them. There is no question that the Corpora- 
tion would have been on strong ground if they had declined to admit 
liability to pay for some of the extra claims urged by Messrs. Hind 
Patel. 

Para 41, pages 50-51-1 agrce with the Committee that where 
the quantities of main item of work such as mass concrete, rock 
fill, excavation etc. have increased by more than 20C;, the rates 
should be scaled down in terms of prof-ision in para 4 at p. 17 of 
the original contract. This is being esnmincd by the Corporation. 
Rates. 

Para 42. page 53--While 1 have nothing to comment on the sug- 
gestion that Messrs. Gruncr Bros., might have failed to discharge 
their responsibilities adequately and wllilc the Corporation map 
take a note thereof for action if any in settlement of the future and 
final claims of Messrs. Gruncr Bros., I am not sure whether we can 
legally enforce any such disallowance which is bound to be contested 
in an arbitration. 
Paras 46-48.  page 53. Disposal of unsuitable quarry materials. 

Higher rate of Rs. 8/-  per cyd. for disposal of unsuitable quarry 
materials is stated to be due to estra cost in sorting them. If how- 
ever the suitable rocks had been quarried the cost of trans ort 
involved would have been. it is stated, hi her due to larger hau age 1 P 
as there war: no quarry within 4 miles ra ius. This esplanation has 



not been discussed by the Committee. In this connection the notes 
of Chairman and Chief Engineer may please be seen with which 
I am generally inclined to agree. 

I'ltras 49-50. pages 53-54--Hand Placing rockfill in the dam, drain, 
and transition Section of the dam between concrete gravity 
section and earth embankment section.. . . . . . . . . R s  71121- per 
cyd. 

Clause 19 at  pp. 42-43 of the original agreement of Messrs. Hind 
P n t ~ l  specifically mentions that for rock-filling 'the mattria Ls need 
rcot be hand placed'. The rate of Its. 11131- per cyd. for item 17 of 
ihe original agreement must therefore have been for placing rip-rap 
by means other than hand placing. An increase in rate under item 
17 (a) of the Supplementary Agreement therefore appears to be 
"ustified. The increased quantity referred to by the Committee in 

report was due to inability on the part of the Corporation to 
provid6 machines such as dumpers and shovels in time as stated by 
the Ex-Chairman. I am therefore inclined to agree with the expla- 
nation given by the Corporatioq. The case should however be 
examined to see whether a reduction in rate in terms of para 4 a t  
p. 17 of the original agreement may be effected due lo  increase in 
quantity and whether an increase upto Rs. 71121- is not high. 

Paras 51-60.  Pages 55-57 Mass Concrete in Gravity Dam. 
Rs 651121- per cgd .  

4 

It would appear that an analysis and comparative statement 
have already been submitted in this connection in support of the 
rate. I also note that there is difference of opinion between the 
Committee and the Consultants in respect of depth of the layer and 
its rate viz. Committee considers the length of the layer should be 
0-36', 36'-146'. 146'-180' with rate of Rs. 48181- for 0-36' and with 
addition of Rs.6/8/- for subsequent layers of 36', whereas the con- 
sultants have taken -5' -4 (foundation) 0-36', 36-72', 72'-108', 
108'--44', 144'-180' i.e. in block of 36' layer with rate of Rs. 401- 
(foundation) Rs. 48181- for 0-36' with addition of Rs. 8181- for 
subsequent layers. Regarding haulage also there is difference of 
opinion as the Committee does not consider it justifiable that there 
should Ije extra haulage for sand and concrete whereas the consul- 
tants and Chief Engineer consider it to be necessary. These are  
questions of engineering facts and it would be difficult to hazard 
any  opinion. The Corporation have taken Rs. 8181- per cyd. for 
each slab of 36' lift. The Committee have on the other hand based 
their rate of Rs. 52/8/- on the basis of rates of 5: bags in the original 
agreement. Thev have taken Rs. 6181- for each slab of 36' lift. As 
regards the additional charges on account of extra haula e and scaf- 8 folding in the rates for mass concrete the rate for sca olding does 
not appear to be high. The Committee have not advanced any 
detailed reasons for not accepting this rate. 

I hou-ever agree w'th the Committee that haulage a t  the rate of 
Rs. 8121- per cyd. is somewhat on the high side and that  for less 
quantity of cement required for use in batching plant a suitable 
recovery should be made from the contractors or the rate should he 
reduced proportionately. I t  is understood that recovery has isem 
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made for cement less required in the batching plant. I have discus- 
sed t ime  rates with the Chief Auditor and he generally agrees with 
my views. 

Para. 61, page 57. . 
I agree with the Committee that reasonable recovery should be 

made from the contractors for element of cost of washing of sand 
included in the rate if the sand is not washed as per specification 
unless the cost of transport thereof from the tidal source does not 
counter-balance. 

Paras 63-66 pages 57-58. Flat shuttering for mass and reinforced 
concrete for visible faces, etc. ......... Rs. 1051- per % sq. ft. 

The higher rate is stated to be due to heavier structure of the 
shuttering as required for mass concrete than for light structure 
and I am inclined to agree with the note of Corporation in this con- 
nection. 
Pnrn 67. page 38. Excavation for gravity dam foundation i n  ordinary 

soil and disposal upto 4 mile ......... Rs. 3/9/6. 
The rate for mass excavation for foundation of earth dam, it is 

stated by the Chief Engineer, was for excavation in shorter depth, 
whereas the work involved in excavation for Gravity dam founda- 
tion has been for depth varying from 25' to 75'. This is in effect the 
same rate as provided for in the original, agreement under item 3 + 12 
i.e. Rs. 3/9/6 per cyd. for excavation in trench under upstream and 
down stream to wall and Diversion tunnel. The rate therefore 
would appear to be in order. 

Authenticated, 
R. R. BAHL, 

Jt. Secy. to Govt., Ministry of I 8 P 
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Statement stowing rater for jungle ckarance prevailins in iarious projects 

SI. - No. 'Type of Junglc 

I 

I Cutting & removing tree< . . Each . . 3'- t o  4 - . . . . 2 - 

2 Uprooting strunp 2' to < '  . . . - . . . . . . 
3 Heavy jungle clenrancr incladin? rzmoval of 9; Sfr. s '- . . 

trees. 

4 Light J&lgle . . . . - $6 '- 

Shrub jungle. . . . . . - '3 !- . . 

6 Jr~nple clearance Iicav?- gr~wtl i  excluding " 6 '- 
renloral of trees. 

' I  13* - 2  2 'Work done by bull-doztt 
and enmximz 

depart mental labour. 

7 Removd top <oil from dam and borrow Cyd. 2 '8 '6 r 110 (- 

area.. and dicpnzd ripto I mile. 

R. R. Bahl, (8-4-55) 
Jr. Fecy. to the Gm~r., Ministry 1 Rc P. 



APPENDIX XXXM 

Notes on the compilation of a "Schedule of Rates" by the DVC and 
the comments of the Comptroller and Auditor 'General thereon. 
The statement of thc Finance Ministry's representative before 

the Public Accounts Committee on 18th October 1954 appears to 
have created an impression that the Corporation moved in this 
matter only after this question was raised by him at Patna in Decem- 
ber. 1950 at a meeting of the Advisory Committee. When the 
position was explained to the Advisory Committee, they did not 
issue any instructions or pass any resolution on the subject. 

2. The question of compiling a Schedule of Rates was taken up bv 
the Corporation as early as November, 1948. In September, 1948 
the Corporation acting on the advice of Mr. Mattson ordered that all 
estimates should be prepared in accordance with the PWD schedule 
rates currently in force at the respective localities. In case tenders 
quoted a b o ~ ~ e  the PWD Rates. efforts should first be made to lower 
the bid by r~egotiation with the tenderers, failing which a decision 
should be madc in each case as to whether the lowest tender should 
Uc accepted or the job should be don& departmentally. The E.E.. 
Konar Investigation Division reported that the prevailing rates of 
the PWD were out of date and that they were receiving tenders 
varying between 25 to 50', over their schedule of rates with 2%: 
enhancement taken. Further investigations carried out indicated 
that the prevailing PWD schedule rates were completely out of date 
and that it became extremely difficult for the PWD Engineers to 
accept any tender within the limit allowed by the Pro\.incial Gov- 
ernment. with the result that they were obliged to approach Govern- 
ment, for revised administrative approval in almost every case and 
then by the time the revised administrative approval was received, 
ratcs again jumped up. It was, therefore, held that a schedule of 
rates based on the prevailing labour and market conditionc should 
be prepared with all convenient speed and instructions in that regard 
were issued to the S. E.. in February. 1949. 

3. It may be observed that the activities of the Corporation were 
scattered over a large area and the labour and other conditions 
varied from place to place with consequential effect on the rates. 
The E.E.s' a t  the various locations were, therefore, required to collect 
the rates of labour and materials prevailing in their respective 
jurisdiction from all possible sources and then preparc the schedule 
in accordance with PWD's nnqlysis. Schedules of rates for the 
Headquarters Division. Konar Division. Tilaiya Division and Maithon 
and Panchet Hill Divisions were finaliscd by thc Supervising 
Enginc!cr and submitted to the Corporation in Piovember, 1949. In 
forwarding these schedules, the S.E.. mentioned that rates were 
worked out on the hasis of current rates of labour and materials 



r t d  it would be desirable to watch the tendered rates of contractors 
s uwre and more works are taken up and subject the schedule to 

sc.1 utmy and revision, if necessary, sfter reviewing the position at 
llie end of the next financial year. These schedules were placed 
I d m e  the Corporation and the Chairman observed as follows: 

"We may consul; Mr. Devajda. 1 am not in favour oi having 
an official schedule at this stage. So far we have done 
very little departmental work or even work throu h con- 
tractors. Large works have only now started at Silaiya 
We should therefore wait for a while and see the effect of 
large works on the rates before we finalise certain rates on 
our limited experience on small works. Even amongst our 
own engineers there is a sharp difference of opinion on 
rates and some consider Mr. Fergusson's estimates too 
low". 

4. Mr. Devajda agreed with the views expressed by the Chairman 
and sukgested that it was too early to have an official schedule of 
rates. He advised that all technical departments should forward 
their departmental rates for major items with analysis and comments 
to the Corporation at the end of the working season and the schedule 
of rates should then be worked out by a Committee or a Board of 
Engineers during the monsoon of 1950. This was in January 1950. 
Instructions were accordingly issued to the Engineer in charge of 
constructions. The schedules prepared by Mr. Fergusson were, 
however, retained at the headquarters for reference. 

a * 
5. It  has to be recognised that the compilation of a useful 

schedule of rates is not so easy as one would think. It involves 
collection of data on the following lines: 

(i) Collection of schedules of rates pertaining to various zones 
in which the works are situated and in general from the 
PWD, Public Health Department, Sindri,--Collieries, etc. 

(ii) Enquiries as to the general tender level of tenders accept- 
ed by PWD and compilation of rates 'as available from 
tenders accepted by the DVC. 

(iiii Collection of data relating to general price level and 
particular handicaps affecting works. 

(iv) Collection of actual rates of labour and materials in the 
various areas. 

(v) Collection of standard market rates for all types of steel 
and other materials as well as the more important build- 
ing materials and the relation of these rates to local 
market rates. 

Nevertheless, the Engineers continued collecting materials despite 
;heir other preoccupations in connection with construction work 
Meanwhile this question was raiscd at the meeting of the Board of 
Consultants in Deccmbcr, 1950 and the Chairman explained the 
position. Instructions were issued again in January, 1951 to the 
Engineers of the Corporation to draw up thc schedule of rates on 
the basis of such data as they had been able to collect They were 



also -advised to refer to the rates of the Hirakud Dam rroject  111 
addition to the rates in force in the nearest PWD. The duty of 
finalising this work was entrusted in March, 1951 to the Superintend- 
ing Engineer, Hd. qrs., and P.A. to the Chief Engineer. 

6. The schedules received from the field engineers from time to 
time were scrutinised and finalised in Chief Bngineer's office ana 
submitted to the Corporation in September, 1951. These schedules 
were approved by the Corporation in January, 1952 and supplied tc 
all concerned. 

7 .  It  is understood tllat the schedule of the Bengal PWD was l a s ~  
revised in 1948 but gi\ren effect to recently. Meanwhile, they adopt- 
cd thc  earlier schedule with a percentage addition to allow fc r  
increase in cost of labour and materials. 

b 



* APPENDIX XXXMl 
DAMODAR VALLEY CORPORATION 

Copy of the D.O. letter No. WD-24/54-7504 dated the Gth Septem- 
ber, 1955 addressed',hy Shri P. S. Rau, Chairman, DVC., to SM 
Malkani, Member of the Rajya Sabha about the delay in the execution 
of the Project and the utilisation of electric energy produced by the 
Tilaiya and Bokaro Plants. 
Dear , 

Thank you for your letter of the 4th August, I am sorry for the 
delay that has occurred in answering it. But it took some time to 
collect, all the information required to deal adequately with the 
points you have raised. 

2. It is not quite correct to say that in the DVC power received 
more attention than irrigation or flood control more than navigation. 
The Damodar Project is cenceived as a multi-purpose one, the pur- 
poses being (1) flood control (2) irrigation and (3) power, and 
navigation being the fourth. All these objects are equally important 
and are, as they ought to be, given equal attention. There is a 
general impression that we paid more attention to power than tc~ 
irrigation. Although it appears to be so because power is ready for 
distribution before water is ready for irrigating the fields, yet you 
will be surprised to know that it is not what was intended. This 
is the result of a pure accident. The object of the authors of the 
project was that all these objectives should be pursued pari passu, 
and plans were laid to this end before the DVC was created. Un- 
fortunately, however, the irrigation scheme failed to mature in time 
purely owing to an accident. I do not like to descend to personalities 
but we must face the facts. The officer selected for doing the 
barrage and canals did little or nothing for nearly three years, and 
that is the reason why we are backward in irrigation. The genera- 
tion of power itself is certainly about a year behind schedule. And 
that again is not due to any fault of the DVC's own. It was due 
to difficulties in procuring equipment from abroad. The manufac- 
turers did not keep up to the schedule, and when equipment arrived 
a valuable portion of it was found to be damaged en route, and 
specialised engineers had to be flown out from America to put it right. 
All this took time. 

3. In order to make u as far as possible the leeway in the irriga- 
tion programme a great t f  eal of labour and thought were spent during 
the last 15 months to speed up the work with the result that the 
barrage proper is practically complete and the construction of canals 
is making good progress. Here thedifficulty is one of land acquisi- 
tion which, as you know, is a very lengthy and tedious process and 
we have to abide by the procedure in the land acquisition *office. 
over which we have no control. 

4. With these introductory remarks I proceed to answer the 
points you have raised specifically. . I10 



5. The Corporation has not attached any lower priority to irriga- 
tion. But a number of factors combined to retard the execution of 
the irrigation projects, as has been stated earlisr. 

6. Irrigation was to be mainly in West Bengal. But upto 1948, 
when the Corporation was formed, no detailed survey had been 
done. The scheme now consists of a barrage 2,271' long across the 
Damodar at  Durgapur, an 83 mile long irrigation-Cum-navigation canal 
on the left hank, a 40 mile long irrigation canal on the right bank, and 
about 1,430 miles of other canals, branches, distributaries and drainage 
channels with canal structures of various types. The complexity of 
a work of this magnitude will be obvious. It  took the best part  
of three years to complete the survey and designs and collect the 
necessary trained personnel and equipment. The execution of the 
barrage and Irrigation part of the Damodar Valley Project could not 
be started before 1952. The officer responsible for this slackness 
has been sent away and a younger and more energetic officer appoint- 
ed in his place. Since then the work has been going on with speed 
though procedural delays in land acquisition are still a major bottle- 
neck. 

7. The barrage and a part of the main canal system are expected 
to be ready by June 1955 by which time the construction of the 
Maithon dam will be complete. It  is hoped to irrigate 1,00,000 acres 
in 1955, and irrigation will progressivply increase year after year, 
as shown in the attached statement. 

8. The Tilaiya dam was completed in February 1953; but since 
before this date the Corporation had been investigating the 
lities of utilising this water for irrigation in the upper valley 
A scheme for irrigating about 12,000 acres of land from the tailrace 
channel of the dam was drawn up by DVC; but as the cost of irriga- 
tion was estimated at Rs. 1,000/- per acre, it had to be dropped. 
Another scheme which will provide khariff irrigation to an area of 
10,000 acres and rabi irrigation to an area of 7,500 acres a t  a cost 
of Rs. 400/- per acre approximately is under preparation. The 
Tilaiya reservoir will not give any khariff irrigation to West Bengal, 
but will give rabi irrigation which can be started only after com- 
pletion of the Durgapur barrage. 

9. There are no possibilities of irrigation in the upper valley 
from Konar. West Bengal will get some rabi irrigation from i t  in 
1955-1956 or a year later. 

10. As regards your comments on power utilisation, i t  would 
certainly be desirable if we could get the power stations loaded 
up fully as soon as they are completed; but it is hardly practicable. 
In the past, power stations used,to be started in a small way and a 
lax e number of small units added from time tp time to k pace 
wit f, the actual load growth with the consumer very often"Ravmg 
to wait for some time before he could get a supply. The present 
day practice, especially in the case of large stations, is to instal as 
feu a number of large units as possible in the interest of economy 
of initial cost and overall efliciency of operation. This necessarily 
implies that the station should have sufacient capaci+v to last a fair 
length of time before additions become necessary. 

b - - 



11. A generating station is only one of the 'unlts of work required 
ror using the power it generates. There are other important items 
of work which are *needed before power from these stations is 
utilised. High voltage transmission lines are required to transmit 
the power from the generating stations to various central points 
in the region; a t  these points substations have to be built for step- 
ping down the voitage for distribution to various consumers. The 
consumer on his part has again to convert this power to suit his 
requirement and instal machinery and equipment for utilising the 
same. The role that the consumer has got to play for the utilisation 
of power is, if anything, more important than that of the producer 
of power. While a generating station could be built, say, at a cost 
of Rs. 1,000/- for producing 1 kilowatt (K.W.) the cost of equip- 
ment needed by the cansumer industry to use 1 K.W. of power is 
on the average Rs. 3,500/-. Utilisation of all the power from a large 
statior, like Bokaro would in\rolr.e an investment of the order of 
Rs. 50 crores. In addition, there is the problem of gathering and 
training up nearly 2 lakh skilled and semi-skilled workers. Before 
embarking on such a large scale investment the consumer industry 
is naturally cautious and hesitant. The work in its part does not 
as a general rule start before electricity, water and other amenities 
are actually laid on, that iq. till the work of the producer is nearly 
complete. Businessmen do not believe in locking up capital pre- 
maturely. When it is remembered that it took 4 to 5 years for the , 
completion of a single project like Bokaro costing Rs. 15 crores, tHe 
time reqtlired for obtaining a variety of equipment to the value of 
Rs. 50 crores would certainly be longer, and a period of 7 to 10 
years indicated as the time required for full development does not 
appear unreasonable. Experience in other projects. like Joginder 
Nagar. also confirms thjs view. 

12. In the case of Bhakra-Nangal. which you havc mentioned. the 
initial installation. according to my information. consists of tn.0 24,000 
KW sets against a total installation .of six 24.000 KW sets. Their 
present firm capacity is, therefore, only 24 Megawatts (Megawatt= 
MW=1.000 KW) (the second set being used as a stand by). that is. 
about ope-fifth of the full capacity planned. I quite believe that this 
amount of initial power could be easilv used in a short t ~ m e .  espe 
cial1.v with Delhi waiting to absorb most of the. port-er as soon as it is 
ready. but the full capacity of Nangal Power Houses. \vhich is pro- 

ammed to be available in 1958-59 is 125 MW, and accordin to the 
forecast they do not expect to reach a load of 125 MI$befort 

1365-66 In other words. in this case also thc estimated period for 
loadin; the power station fuIly is seven years from the date of com- 
plete ~nstallation and ten years from the date of initial supply. 

13. I agree with you that the u~ork  of installation of a power station 
o n 3  crectior, oi transmission lines, as also work on the consumers 
mstiilla tions. should be planned to be completed simultaneously. Our 
plo,qramme has been to complcte the  transmission system at  the 
sarnc time as our power station. The equipment for transmission 
lines and the substations was ordered in 1949 and deliverv was 
I,+-rmiacd in 1951-52. This fitted in with our construction schcciult 
f F r t ~  rower. station, and the transmission system would have b e ~ n  
fc,.ldv in time if the promise w a s  kept. But foreign msnufucturc*ls ( i f9 

I I 



not su ply the major part of the equipment for substations till 1954- 
55. *Re experience of our consumers were not any better. For in+ 
tance, one of our biggest consumers, the Tata Iron and Steel Co. 
Ltd., did not receive in time the squipment they had ordered from 
fore~gn countries, and therefore have not been able to utilife DVC 

ower according to schedule. This dependence on foreign countries 
!or supply of heavy electrical plant and other capital equipment re- 
quired for industrial development is a major factor which adversely 
tlf-fects all programmes of utilisation of power. It  is clear that the 
rnanufazturc of heavy equipment should be started in this countryo 
without further delay as a part of co-ordinated programme of indus- 
trial develo~ment. 

14. I-:owever, we are catching up with the back log, and both the 
work on consumers' installations and our substations are now pro- 
ceeding rapidly, and we expect substantial increase in our load within 
a few months. 1 

15. Regarding rural electrification, may I draw your attention to 
the fact  that the DVC by the Act is precluded from selling power ex- 
cept a t  a vo1tag.e of 30,000 volts and above. This, in effect, means 
tha! !:it DVC is authorised to supply only ;n bulk, since it would he 
unccollnmical to distribute power in small 4uantities at such a high 
voltage. Thc State Govcrnmcnts and distributing licensees receiv? 

%upply in bulk from us and arrange to distribute it to small industries 
and in rural areas. Considerable work has been done in this regard 
by the Government of Bihar who have undertaken the work of dis- 
tributlbn, and they have planned to spend no less than about a crore 
rcpecs ior extending the supply to the remote parts of the coun t r~ .  
It is o.dy a question of time before the distribution of energy to the 
villagcs and rural areas materialises on a large scale. In allocating 
our power to various consumers we have not offered any supply to 
town arid industrial areas at the cost of rural areas. Adequate quan- 
tity of power will be made available also for distribution in rural 
areas. However, in a large system like ours, rural areas can absorb 
o n l ~  a small proportion of the total capacity of the system--it will 
be of the order of 10 per cent. only. The rest of the powq  wili go 
towards incbistrial development which in turn is bound to have bene- 
ficial influence on the economy of the whole region. Incidentally, i r ~  
t e r m  of the DVC Act, no individual is permitted to instal a power 
station of 10,000 KW and above without the permission of the DVC. 
The mnnopoly of large scale generation granted to the DVC at the 
same time imposes on the Corporation the responsibilit of provld1r.g 
all the power required by large industries. It  also exp i ains to a cer- 
tain extent our apparent anxiety to meet requirements of the inaus- 
tries. 

16. I fully realise the responsibility of the DVC for helping in t l r  
develgrpment of rural areas. We have secured the services of a TCM 
expert for drawing up  schemes for the development of small scale 
and cottage industries in the Valley. Some schemes prepared by him 
have beel, approved and a sum of five lac rupees allotted for the 
purpose. 
era U, 
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ANNEXURE 

Consolidated Statement of the Ggowth of Irrigation, in Barrage and 
Irrigation Scheme Under the First Phase of Damodar Valley Cor- 

poration 

Year 
C 

Area in Acres 

Khariff Rahi 

Authenticated 
Jt. Secy. to Govt., Ministry of I. & P. 



APPENDIX XXXVllI 
MINISTRY OF IRRIGATION AM) POWER 

the Damodar Valley Project viz. the estimated c d  of the 
various Units, the Irrigation, mooti Control anh power U~U- 
sation Aspects of the Project, the time schedule for Ms com- 

pletion e t ~ .  

Estimated Costs of Vatioics Proj~crs.- 
Rs . Rs. 

I BoQro . 1 5 J I J 3 ~ w  I S 2 I ~ 2 3 , m  
z Transmission & Distribution . 8,26,80,000 8,26,80,01~) 
3 Transmission & Distribution Extend- 

ed system (Calcutta, Gaya, Patna 
& Dalmianagar) . . . 

6 &mar . 9,%9WOOO 97943@3,000 
exclusive of hydro 

7 Maithon . Dm . I r ,66,2 1,000 
hydro . 3,42,89.- I S & ' ? , I O Y ~  

Under Scrutmy 
8 Panchet Hill . . Dam . 1434~73~O00 

hydro . 3,42,8 1,000 I5~77~54~ooc 
.-- Under Scrutiny 

TOTAL . Rs. 97,11,61,ooo 
1. Irrigation 

The tota! additional irrigable area, exclusive of 185.000 acres al- 
ready under irrigation from Anderson Weir, was estimated at 575,WO 
acres in the Preliminary Memorandum. When the site for the p 
posed irrigation barrage was subsequently shifted to Durgapur, the 
trrigable area was tentatively estimated at 863,000 acres, inclusiw cf 
the area irrigated by the existing Darnodar canal system. On further 
investigation it was found that the total irrigable area would arrount 
to 967,117 acres. Even this revised figure was known to be too con- 
servative, especially in view of the fact that fhe acreage figures in 
perrnanenliy settled tracts like Bengal and Bihar are as a rice, 
seriously underestimated. Investigations subsequently carried out 
resulted in a further revision of the figure which now stands at 
1,025,762 acles, as shown below:- 
Left Bank (including I 85,000 acres under irrigation from the 
a i&g  Domod,nr h a 1  system and 672,481 acres of additional 
bnipblc m a ) .  837481 a m s  . 
Right Bank 

Total 1,025,762 ~QFS 

11s 
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r 16 C 

The total additional irrigable area has thus gone up in successive 
stages from 575,000 acres as estimated in the Preliminary Memorcan- 
dum, to 840,762 acres, exclusive of the area serviced by the existi 
canal system. In'other words, there has been a net increase of 3 
per cent. in the total irrigable area, involving a proportionate in- 
crease In tnc: total expenditure required for irrigation and drainage 
works. 

6 

2 Flood Control 
The project provides for the full control of a 'design' flood of 

1.000,000 cusecs at  Rhondia, resulting from a rainstorm in the upper 
cetchment of 20 inches. The controlled flood is to be limited to the 
channel capacity of 250,000 cusecs at  Rhondia. 

For this purpose, all the dams provide for a total flood reservr of 
2.8 million acre-ft. 

' ~ t  the dams completed or under construction in the E 11s: Phase 
(Tilaiya, Konar, Maithon and Panchet Hill), the flood reserve. to 
be most effective, has been provided at the last two dams as under: - 

Flood Reserve 

~ , o o o A c .  Ft. 
iMl1tc1011 El 4 W-got 440 
Panchet H111 (El. 4 10-42; 88 I - 

4 Total 1.321 4 

:I 3 million ac. tt.) 

Thus the flood reserve being provided at present is barely half 
that required for the control of the 'design' flood. 

Flood rsutmg studies show that the flood reserve p -ov~ded  a t  
Maithgr. and Panchet Hill will only be effective for contr01;~nq the 
maximum observed flood of 650,000 cusecs at Rhondia result~ng from 
a ra~ns:onr of 11.9 inches in the valley; the corresponding cor~:rolled 
flood wlil be 250,000 cusecs. 

If however the 'design' flood occurs. the flood resmrvc provided 
at Maithon and Panchet Hill dams will enable a reduction in the 
flood peak from 1,000,000 cusecs to 550,000 cusecs at Rhondia. This 
controlled discharged will be more than twice the channc.1 capacity of 
230,bOO cuzcs .  

The dams in the First Phase may not guarantee full protectiaa 
from floods to the great industrial development now in progress 
in the Valley as a result of cheap power and water made available 
by the dams. But the extent of flood protection has been fixed bv 
the Participating Governments after taking into consideration all 
the technical opinion. 
3. Power Utilisation 

Supply of power by DVC commenced as early as 1950 when the 
surplus power available from construction power plant *as disM- 
buted to nurse the load. 

Kodarma was given a limited supply, upto 450 KW, fmm the 
Tilaiya Diesel Station to prepare the area for large scale electrifica- 
tion as so09 as the Tilaiya Hydro Station was commissioned. From 
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the same station 250 KW vJas supplied to Hazaribagh. Similarly, 
surplus power amounting to 1,000 KW from the Kumardhubi Power 
Station installed primarily for the supply of construction power t o  
Maithon and Panchet Hill Projects was utilised to, meet the require- 
ments of Chittaranjan Locomotive Works during the early stages of 
the Factory. 

Large-scale operation, however, can be said to have begun from 
the beginning of 1952 with the distribution of pdwer from the 
Sindri Factory power system where 2-15,000 KW. sets had been in- 
stalled at  the request of the DVC for the specific purpose of pro- 
viding power for interim relief of power famine in the coalfield 
area. The distribution was through a temporary system operating 
at 66KV. Although the voltage of our permanent system is 132 KV 
the lower ~01tag.e had to be adopted as equipment for this voltage 
only was speedily available and the supply had to commence as 
quickly as possible. # 

The maximum capacity of the 66 KV system is 22,500 KW. The 
load has now exceeded this capacity and the present load is 36,000 
KW after commissioning of the Bokaro Thermal Power Station. 
This has been possible because a part of the 66 KV system has been 
converted into 132 KV. 

There has been delay in the delivery of the 132 KV substation 
equipment, and this has delayed commissioning, according to pro- 
gramme, of our 132 KV transmission system. Similar delays have 
been experienced by consumers in obtaining their own equipment. 

The process of changing over to the 132 KV permanent supply. 
while maintaining the 66 KV also at  the same time, necessitates 
temporary arrangements as interim measure, thereby adding to the 
time taken for commiss~oning of these substations. Meantime our 
important consumers like the Indian Iron and Steel Co. Ltd., the 
Indian Copper Corporation, etc. who have placed orders long ago for 
equipment required at t,he receiving and also expect to get their 
part of the work completed shortly. The distributing licensees as 
well as the State Government Electricity Departments also are 
going ahead with extensions to their distributing systems to utilise 
the supply from the DVC as soon as it becomes available in Iqrger 
quantities. 

The first 50,000 KW set at  Bokaro Power Station was commis- 
sioned on Slst February. 1953: the second in July and the third in 
October last year. At present only one out of the three sets is 
running at the Bokaro Station. Earl next year we shall have to i; run two sets continuously with the t ird set as standby. 

Our firm commitments for power, as on this date, are shown in 
the attached statement. The total commitments so far amount to 
316,000 KW and allowing for a diversity of 1.2 would represent 
a system load of about 260,000 KW, The growth of this load will 
be as follows:- 

195455 5556 56-57 57-58 58-59 59-60 60-61 
Anticipated 

load 
KW. 

50,000 80,000 106,000 136,000 192,300 222,m 3 4 9 . M  



Normally a Power Station takes 4 to 5 years to build ana it is 
usual to allow 6 to 7 years from the completion of the station for 
the load to build up  to the full station capacity. In our case, how- 
ever, the last set a t  the Bokaro Power Station was commissioned on 
18th October, 1953 and we expecb to load the station to its full capa- 
city of 1,00,000 KW within two years from now. 

For meeting additional loads of the system our programme is to 
instal 50,000 KVG Hydro Station at Maithon, a 40,000 KW Station a t  
Panchet Hill, a 40,000 KW Hydro Station at Konar and a forth set 
at Bokaro. Even these would not be enough and extensions to the 
other stations and intercommunications are under active considera- 
tion. 

4. Completiotr of various projects.- 

S1. No. Projcc:~ Approximate completion date 

I Konar . . Dam completed-Grues expec- 
ted to be completed about 
June, 1955. 

2 Maithon . . June. 1955. 
3 Panchet Hill . . End of 1956. 
4 Barrage (Durgapur) . End of 1955. 
5 Irrigation Canals . . . June 195%. 

DVC POWER SYSTEM 

Consumers with whom agrecmtnt have been signcd Prospective Consumers 

Additional 
Present Notified Firm 

Consumers contract Request Consumers Commirmcnts 
MVA MVA MVA 

Dishergarh . 
Kumardhubi . . 
Seebpur . 
Luchipur . 
Kulti . 
Badina . . c. L. w. 
Loyabad . 
Gane$pur . 
Hindustan Cables 
Ass. Cement Co. . 
TISCO Tamshed~ur 

I .o West Bcngal Gnvt. 
2 ' 5  
6.2 Rupnarainpur . 

Kharagpur. . 1 . 5  
2.0 Jhargram . 5 ' 0  

I . O w  
3 o R u r d w  . 3 . , J  
8 . 7  Rlv. Workshop . 

Kharagpur 
. . 5 ' 0  
. . 
20 . o  Bihar Government 

Pandeveiwar ' . o 2 3 '8  
Hazaribagh 2.25 I . 5  Karanpura CN) 
Kodamu. } . Karanpura (S) 

2 ' 5  

Indian Copper Corporation Ltd. 3 5 
5 ' 0  . . Bokaru 

Calcutta Electric Supply Corporation 4 5 - 0  55'0 Gaya-Patna etc. . 5 - 0  
4 0 . 0  

Digwadih 0.8 2 2 Sub Rly. Electrifica- 
2amgarh . I '0 3 . 0  tion -- 50.0 -- 

11 3.2 112.9 - - 131.5 

TOTAL P h  Commitments : I 13.2 + 112.9 i- 131 5=357-6 MVA. 
VOTE.-The nbove does not include a number of prospective demand8 that :lave not yet 

reached firm commitment stage, such as, Aluminium Corporation, Sindri Factor) 
Exten., Atomic Energy Commission, Ghatsila. 

Authenticated, 
Jt. Secy. to Govt., Ministry of I. & P 



APPENDIX XX13IX ' 
MINISTRY OF FINANCE 

(Rehabilitation Finance Administ~;ation) 
Note setting out the various stages in the processing of loan applica- 

tions from their m e i p t  in the Administration's of& till the 
actual payment of the loan with special reference to the ele- 

ment of time involved in each stage. 
1st stage.-An application for loan in  the prescribed form is 

received from the applicant either at one of the Branch Offices within 
whose jurisdiction the party resides or directly at the Head Office. 
Applications received at the Branch Offices are forwarded* to the 
Head Office. Applications received at the Head Office directly or 
from the Branches are first registered, which in simple words means 
giving them a serial No. and noting down the particulars of each 
application in the Register. Each applicant is advised of this serial 
No., which he is asked to quote in all correspondence with the 
Administration. 

2nd stage.-After this has been done, applications are sent to the 
yarious Branches, according to the place of residence of the appli- 
cant, for being enquired into. The Branch Offices on receipt of these 
applications allot them to the field staff whose duty it is to contact 
the applicants and enquire into their antecedents, their predisplace- 
ment business, investment therein, income therefrom, their predis- 
placement financial position in general, their losses in Pakistan, their 
present business, if any, investment therein, income therefrom, their 
requirements for further finance and the security they can offer etc. 

3rd stage.-The field staff submit their report to the Branch 
Office where the report is scrutinized and summarised and the 
Branch Incharge then forwards the application along with the 
enquiry report and also his own recommendations for either sanction 
of a loan or rejection of the application to the Head Ofice, If it is 
an industrial application, the Branch Incharge before making any 
recommendation also obtains the report of the Director of Industries 
of the State concerned about the scope of the industry m d  the 
requirements for finance. 

4th stage.-When the Branch Office's recommendations are 
received at the Head Office, those applications where a loan has 
been recommended, are indexed and searched. This is, in a way, a 
technical process by which we try to find out if a particular applicant 
has not applied before either as an individual or as a member of 
Joint Hindu Fa] lily or as a partner in some other application. This 
is done to avoic' a single applicant receiving more than one loan. 

5th stage.-After the application has been duly indexed and 
searched, the Branch OfRce's reports and recommendations are 
examined at the Head OfRce by the Asstt. Chief Administrator, 
Deputy Chief Administrator and the Chief Administrator, according 

1x9 
$ 



to the amount of loan recommended by the Branch Oflice. Some- 
times the papers are returned for further clarification or filling up of 
omissions and commissions. 

6th stage.-The aiplications with the recommendations of t h ~  
Officers at the Head Office are then put up to the Administration 
for final decision. The Administration normally meets once every 
month. After the 4dministration has taken decision, letters of 
sanction, incorporating the terms and conditions on which a loan 
has been sanctioned, are issued to the applicants and their copies 
are endorsed to the Branch Offices. In these letters of sanction the 
applicants Ere also advised to take early steps for compliance of 
terms and conditions of letter of sanction and get in touch with 
the Branch Offices for the execution of necessary security documents. 

7th stage.-When the applicants have complied with the t a m s  
and co~ditions on which a loan has been sanctioned and have exe- 
cuted the necessary security documents, these documents are then 
forwarded to the Head Office by the Branch Offices along with their 
recommendations for the release of money. On receipt of the 
security documents at Head Office, they are scrutinised by the Legal 
Section and if  they are found in order, payment authorities are 
issued. 

2. After the application is taken up for disposal and sent to the 
Branch for enquiry and report, it usually takes in normal or straight- 
forward cases about three mbnths for the application to get back 
to the Head Office with the report of the field staff and the recom- 
mendations of the Branch Office. It would take longer in the case 
of those applicants, who are either reluctant to part with the informa- 
tion required by the field staff or are not very willing 
to show necessary documents establishing their antecedents etc., and 
also in those cases where the applicants are residlng in out of the 
way places. In the case of industrial loan applications, it may takc 
a Branch about six months, snd in some cases el-en littlc more, to 
send their recommendations to the Head Office, since in such cases 
they have, of necessity to first obtain the recommendations of the 
Director of Industries of the State concerned. 

Indeking and searching at Head Office, scrutiny of the Branch 
Office's recommendations by senior officers at H.O. and final disposal 
by the Administration and issue of letters of sanction to the 
applicants may take another three months or so. In the case of 
most of the ordinary business loans (which range between 6 to 
10,000), where the applicants have already secured business premises 
and have already started running the business, it would usuallv 
take about three to four months for the applicants to comply with 
the conditions, execute the documents and get the loan. The most 
important factor that delays disbursement of sanctioned loan to 
such applicants, is their inability to readily put up acceptabl- 
guarantors. 

3. In cases where comparatively bigger loans have been sawtion- 
ed, specially for industrial purposes, it usually takes a little longer 
(leaving aside those cases where the industry is already in exist- 
ence) for the applicants to comply with the conditions like securing 
of suitable business or industrial premises, power connection, quotas 
of controlled raw material etc., and get the money released. Putting 
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up of acceptable guarantors is also a contributory factor in these 
cases. On an average, in such cases, it has taken the applicants 
about 6 months to comply with the conditions and avail of the 
sanctioned loan. There are some cases however, where this period 
has gone upto a year or even a little more. After the issue of the 
letter of sanction it may be pointed out, the initiative primarily 
rests with the applicant himself. I t  is for him to take active and 
effective steps to comply with the terms of srylction and create 
conditions for the release of the sanctioned amount. 

4. In the above paragraphs Nos. 2 & 3 we have given an approxi- 
mate idea of the time that an application may normally take for 
its final disposal after it has been taken  u p  for disposal. When 
exactly a particular application is taken up for disposal, would 
obviously depend on the total number of applications available 
awaiting disposal. For example, if on a particular day there a re  
50,000 applications lying with us for disposal and the rate of disposal 
is 2,000 per month, the last application would come up for disposal 
roughly about two years after the date on which it was received. 

5. There has been a suggestion that the Organisation of the 
Claims Commissioner could have been utilised by R.F.A. to verify 
the antecedents of the applicants. It may be explained that the 
practical utility of this suggestion is not much. For one thing, the 
Ministry of Rehabilitation set up their Organisation to verify the . 
cl?ims of displaced persons from Western Pakistan in 1950, when 
the R.F.A. had been in existence for ovek two years and had already 
set up its machinery to dispose of the applications received by them. 
Moreover, verification of claims by that Organisation was restrictad 
to assessment of value of urban immovable property alone. It  did 
not give any indication of the displaced persons' business activities 
before partition. Finally there was no verification, whatsoever. of 
the losses of displaced persons from Eastern Pakistan. 

Authenticated. 
S. G. BARVE, 

!Joint Secretary. 



APPENDIX XL 

MINISTRY OF FINANCE 
(REHABILITATION F ~ A N C E  ADMINISTRATION) 

Note stating the basis for the provision of 'bad and doubtful debb  
In the balance sheet of the R.F.A. for the period under review (3lst 
December 1953) and Government' views thereon specially in regard 

,to the policy followed in this behalf. 
In terms of Section 19 of the R.F.A. Act, the Government on 

31st May, 1952, issued a directive laying down the following formula 
for the purpose of making provision for bad and doubtful debts in 
the accounts of the Administration. 

"(i) 50% of the total loan plus interest accrued to the end of the 
year should be provided in the case of loans which are recalled dur- 
ing the year. The question whether the Collector have been advised 
or  not to recover such loans as arrears of land revenue should not 
make any difference. 

(ii) In those cases where the Collector has been addressed during 
the year for the realisation of instalments due, 50% of such instal- 
ments together with interert should be provided. 

(iii) No provision need be made in respect of those loans where 
repayment of instalments have become overdue but the Adrninistra- 
tion has not yet found it necessary to take any penal steps towards 
recovery of its dues. 

So far as  items (i) and (ii) are concerned no further provision 
should be made in subsequent years in respect of recalled loans after 
50% of the total amount has been provided for in the year in which 
a loan is recalled. . . 

The above arrangements shbuld continue for the next 5 years 
whereafter the percentages fixed in paragraph 1 above will be 
revie- in the light of experience gained." 

Provision for bad and doubtful debts made in our accounts since 
the issue of the above directive, has been based on the above formula. 

Before arriving at the above formula, the entire position was 
examined in detail by the Government in consultation with the 
then Controller of Commercial Audit. The following are the main 
considerations which led to the adoption of the above formula:- 

(a) The R.F.A. loans are repayable in instalments extending 
over a numbw of years. The number of cases where 
the parties pay instalments on due dates is extremely 
small. Repeated remainders have to be issued and 
pressure brought to bear on them before they .pay up 
and then also, in the vast majority of cases, payments 
are made in driblets and not in one lump sum. It is 
only when despite constant pressure for some length . I22 



123 
of time, it is found there is hardly any prospect of 
appreciable recovery, that the Collector is approached 
to recover the overdue instalments as arrears of land 
revenue. 

(b) Secondly if during periodical ins 'ection of a loan account 
any disturbing facts emerge t g e party is advised to 
rectify the position. Where the position continues to 
deteriorate and it becomes obvious that deterioration is 
the result, if not of positive mZa fides on the part of 
the loanee, at least of gross mismanagement or over- 
spending or the like, we feel compelled to recall the 
entire loan, and write to the collector for recovery of 
our dues. By and large our writing to the collector 
has been of use more by way of a threat than in term8 
of actual realisation. The result of our approaching the 
Collector more often is that the party comes forward 
with some sort of proposal to clear off the du+may be 
in convenient small instalment. 

(c) Thirdly, in a commercial bank, a client will think twice 
before he makes a default in the repayment because 
once confidence in him is shaken, he is not likely to 
get ,any credit in the market whereas our clients 
(borrowers) are displaced persons from Pakistan, 
mostly without resources of their own, who are making 
a fresh start in life in ,India. In most of these cases, 
size of their business and or their industry is such that 
they do not generally find it convenient to take out 
funds from their business for the repayment of our dues 
on due dates. We have, therefore, of necessity to give 
them sufficient latitude, in terms of time and also to 
allow them to clear the dues in small convenient instal- 
men ts. 

(d) Lastly, there are the guarantors. Ordinarily no action is 
taken against the guarantors so long as there is the 
least chance of recovering the loan from the princi a1 1 borrowers. A loan can be declared as irrecovera le 
only when all measures to realise the same, from the 
borrowers or their guarantors have completely failed. 
Though there are a number of loans which have been 
recalled or collectors referred to for recovery of over- 
due instalments as arrears of land revenue, yet there 
are no cases where we can say definitely that our 
advance has become totally irrecoverable. 

In these circumstances there can be no definite ascertainment of 
bad or doubtful debts in the early years of the Administration's 
working. However. it would be unwise to postpone making any 
provision for t h b  till loans actually started proving bad in the later 
years and hence it was necessary to devise some reasonable formula 
for making such a provision. 

Authenticated. 
25-1 1-1954 

S. G. BARVE, 
Joint Secretmy. 



' APPENDIX XLI 

MINISTRY OF FINANCE 
(REHAB~TTATION FINANCE ADMINISTRATION) 

Note setting forth the explanations for the following:- 
(a) Why was Rs. 2 crores drawn on 24-3-50 when it was not 

required by the Administration? 
(b) Why was it not refunded to Government instead of in- 

vesting it in Government Securities'? 
(ck Why was the Resolution of R.F.A. dated 1st to 3rd May, 

1951, not implemented by refunding at least 50 lakhs to Gov- 
ernment when the balance with R.F.A. was about Rs. one crore? 

(a) According to the original R.F.A. Act, the ceiling of Government 
advances to the R.F.A. was fixed at Rs. 7 crores. The R.F.A. came into 
existence on the 1st July, 1948 and during the year 1948-49 it drew a 
sum of Rs 70 lakhs from Government. The balance of Rs. 6.3 crores 
was provided in the budget for 1949-50 in the expectation that the 
Administration would be in a position to utilize the entire amount pro- 
vided for in the Act. In pursuan'ce, however, of a Cabinet decision to 
reduce expenditure in \71ew of the financial stringency then obtaining 
in the country, the then Deputy Prlme Minlster subsequently (October, 
1949) decided that the allotment for the R.F.A. for the year 1949-50 
should be reduced to Rs. 4 crores and the balance of Rs. 2 3 crores 
would be provided for in the following year 1950-51. Subsequently . again (December, 1949) as the R.F.A. reported that they would not 
require Rs. 4 crores during the year, the provision for 1949-50 was 
further reduced to Rs. 3 crores and the allotment for 1950-51 was 
proposed to be raised to Rs. 3.3 crores. 

2. The R.F.A. examined thoroughly the question of allotment of 
funds for the year 1949-50 at its meeting held on the 23rd December, 
1949. I t  felt sanguine that by the close of the financial year, total loans 
sanctioned by the Administration would exceed Rs. 5 crores and that it 
would be risky to reduce the budget provision for the year 1949-50 fur- 
ther. I t  further felt that by the end of the next year (1950-51) the en- 
tire sum of Rs. 7 crores was likely to be disbursed. Allotments for the 
year 1950-51 having already been fixed there were difficulties of raising 
the allotments for 1950-51 simply because of the possibility of non- 
utilisation of the allotments for 1949-50. There was a move at the time 
to co-ordinate the activities of the R.F.A. with those of the State Gov- 
ernments who were to allot business premises, quotas of raw mate- 
rial, electric power etc., and it was felt that money would flow out 
to the borrowers more quickly than it did in the past. The Ad- 
ministration had also decided to give priority for disposal of indus- 
trial applications which normally required larger loans than com- 
mercila applications. Besides the Administration followed the 
calendar year (and not the financial year followed by Government) 
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and it was expected that the drawal of the full revised allotments 
for 1949-50 would allow the Administration to have adequate pr+ 
vision for the early part of the following financial year. 

3. The R.F.A. was a separate autonomous institution with statutory 
erovision about the funds to be placed a t  its disposal. Besides, Gov- 
ernment was to receive interest from the R.F.A. for all amounts ad- 
vanced to the R.F.A. There was, therefore, not the same budgetary 
objection to allowing the R.F.A. to draw monw exceeding its imme- 
diate requirements nor any question of lapse of budgetary provision 
as in case of departmental expenditure. As indicated above, even a t  
the end of December, 1949, the administration had estimated that 
it would require at  least 3 crores during the financial year. In  view 
of these considerations the R.F.A. was allowed to draw Rs. 2 crores 
before the end of the financial year 1949-50 as it had drawn Rs. 1 
crore earlier against the revised budget provision of Rs. 3 crores. 

(b)  & (c). The ceiling of Government advances to the I1.F.A. has 
been statutorily fixed and the legal advice was that against that 
ceiling the Government advances would be counted in 'gross' and not 
'net' and that any amount refunded by R.F.A. would, so to say, be 
completely lost to the R.F.A. It was, therefore, not practicable to r* 
fund the money and accordingly it was decided to utilize the idle money 
in the best possible manner by investing it in Government Securities. 
The resolution of the R.F.A. referred to was not acted upon as R.F.A. 
did not want to suffer a permanent dimination in the ceiling upto 

' which it could draw. The letter of the Ministry of Finance intimat- 
ing the legal difficulty involved in such return was placed before the 
Administration at its meeting held on 4-6-1951 and recorded by the 
Administration. 

Authenticated. 
25-1 1 1954 

S. G. BARVE, 
Joint Secretary. 



' APPENDIX XLlI 

MINISTRY OF FINANCE 

Note stating the steps taken by the R.F.A. and the Government to 
cut down expenditure especially the Establishment Charges. 

The main factor which contributed to the rise in the Establishment 
expenditure during the years 1951-53 was the unprecedently large 
number d loan applications (over 44,000) that we received from dis- 
placed persons consequent upon the re-opening of application list 
in the year 1951. To cope with this extra-ordinary situation ad hoc 
measures had to be taken and strength of staff in almost all cadres 
particularly in the field, was required to be greatly increased so as 
to dispose of these applications as expeditiously as possible. There 
was, in fact, persistent demand from all quarters, particularly the 
Advisory Board, for disposing of these applications at the rate of 
something like 2,000 per month. Even then, whenever there was any 
scope to reduce the expenditure,cthe Administration did not miss the : 

opportunity. Thus in 1951 when the post of D.C.A. fell vacant conse- 
quent on the retirement of the former D.C.A. who was drawing 
Rs. 2,100 P.M., a revised scale of pay of Rs. 1600-100-1800 for the 
post was sanctioned. Similarly the scale of pay for the post of the 
Asstt. Chief Administrator was reduced from Rs. 1200-100-1400 to 
Rs. 850-50-1150. Again the three posts of Managers carrying a 

'scale of pay of Rs. 1100-75-1250 were abolished and in their place 
Inspectors with a pay scale of Rs. 650-50450 were posted with a 
special pay of Rs. 150. Besides, to keep staff requirement as low 
as possible, some procedural changes were a l s ~  introductd, as for 
instance instead of indexing and searching of all loan applications, 
only those of them were got indexed wherein a loan had been re- 
commended for sanction. 

In the last uarter of 1953 when the enquiry. work, more or less, 
came to an en I ; it was possible for the Administration to initiate a 
detailed investigation into the organisational set-up and work out 
the actual staff requirements both at the headquarters and at the 
Branches with a view to keep administrative cost as low as possible. 
Duties and responsibilities attached to the various posts have been 
thoroughly examined to ensure that the same type of work is not 
done by emplopes of different cadres and that each employee is 
given a full day's work. As a result a number of posts in all the 
csdres have been abolished and wherever possible senior posts have 
been down-graded to junior sts. As a consequance of this process 
af rationalization, considera go le economy in establishment costs has 
been effected, as will be evident from the following comparative 
figures:- 



Class of posts : No. of posts No. of posts 
as on 1-8-53 as on 1-1-54 

A 21 I2 
B 141 99 
C 321 265 
D 150 108 

TOTAL 633 484 
Est. Expenses: 1,43,900/- (Aug. 53) 1,14,800 (Aug, 54) 

In terms of money, an economy of about Rs. 29,000 P.M. has thus 
been effected. Regarding other items of expenditure (stationery, 
printing, postage, etc.) as well, persistent efforts have been made to 
reduce them to the minimum by making budget estimates and also by 
enforcing strict control. There has so far been a saving of about 
Rs. 5,000 P.M. on this account. 3 

I t  may, however, be mentioned here that application lists from 
displaced persons from Eastern Pakistan have now been reopened. 
It is very likely that to dispose of the applications that are now being 
received, additional staff at  Calcutta and Gauhati Branches may 
have to be employed resulting in some increase in the establishment 
costs in the future. 

APPENDIX-ONE 
Y 

A N N E X U R E  ' 
Statement showing the establishment costs and staff strength for 

the k t  four years are given hereunder- 
I. Year Total Esr. cost 

1gj3 . 
Upro Aug. 195.1 9 . 3 3  Approximate Establishment expenditure for 

1954 would be about Rs. 14 ha. 
(Rs. 9 . 3 3  lacs plus Rs. 4.66 lacs i .e,  half 

of expenditure for the first 8 momhs). 

I I.  Pl'umbcr of posts 
A class B class C class D class Tohd 

-- 
*It m y  be pinted out that pfrhough the number of posts in 1952 was higher than 

,1953 the e~tablishment cosrs in 1953 were more than 1952 since the full effect: 
of increased st& sfrength in term of cost in 1952 wos felt in 1953. . , 

Authenticated. 45th November, 1954. 
S. G. BARVE, 

'n;n t Secretury. 



APPENDIX XL I11 
MINISTRY OF FINANCE 

(INDUSTRIAL FINANCE CORPORATION) 
SUBJECT:-NO~-US~ of Government's rule making power under Sec- 

tion 42 of the I.F.C. Act, 1948. 
Under Section 42 of the Industrial Finance Corporation Act, 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 the previous 
sanction of the Central Government under Section 43. Section 42 
specifically indicates that the rules made by the Central Govern- 
ment under Section 42 shall prevail over the regulations made by 
the Board under Section 43 if there be any inconsistency. The fact 
that Government has not framed any rules as envisaged in Section 
42 of the Act has also been referred to by the I.F.C. Enquiry Com- 
mittee at  Para. 25 (7) .  

2. I t  has been suggested that by not framing rules Government 
had failed to exercise control which the Act intended it to 
exercise over the Corporation. Whether Government shopld 
exercise such permissive' powers really depends on the prac- 
tical needs of the situation. The power vested in the Central Gov- 
ernment to make rules under Section 42 and the power vested in 
the Board to make regulations under Section 43 cover practically 
the same field. In Section 42 it is laid down that the Central 
Government may make rules "not inconsistent with the provisions of 
this Act, to give effect to the provisions of this Act"; in Section 43, 
it is laid down that the Board may, after consultation 
with the Reserve Bank and with previous sanction of the Central 
Government, make regulations "not inconsistent with this Act and 
the rules made thereunder and to provide for all matters for which 
provision is necessary or expedient for the purpose of giving 
effect,to the provisions of this Act." Section 43 goes on to enumerate 
the various items for which regulations may provide without 
prejudice to the generality of this power. In view of the fact that 
the Corporation, after consultation, with the Reserve Bank and the 
Government, had made regulations for all matters for which it was 
so necessary to provide, it was not considered necessary to make 
any other rules in exercise of the rule-making power of the Central 
Government. The rule-making power has been vested in Govern- 
ment as a "reserve power" and is meant to be used in case 
the Corporation defaulted in initiating proposals for regulations to 
provide for any of the matters for which such provision is neces- 
sary or expedient for the purpose of giving effect to the provisions 
of the Act. The Corporation represented a new experimeqt in the 
field of Industrial Finance and Government wished that the Cor- 
poration should be left free as far as possible to evolve a suitable 
bractice and procedure for the carrying out of its duties. There 
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were Government Directors on the Board of the Corporation and 
in fact the Secretary of the Administrative Ministry concerned was 
himself a nominated Director on the Board during the first five 
years of its existence. 

3. A specific suggestion was made that Government for instance. 
might have used the rule-making power to assume for themselves 
authority in matters like the rate of interest to be charged on loans. 
It might be pointed out that it has been the policy of the G w e n -  
ment all alon not to impair in any way the responsibility of the 

body. 
% Corporation w ich had been, by Statute, set up as an autonomous 

4. It might be mentioned that Government has also been vested 
with the power to issue specific directives to the Corporation on 
matters of policy under Section 6(3) of the Act as and when nges- 
sary. This power has been exercised in the past and also more 
recently, after consideration of the recommendations of the 1.F.C 
Enquiry Committee, a further directive was issued on the 3rd April 
1954. (This is reprinted as Appendix 'G' to the Sixth Annual R e  
port of the I.F.C.). 

I 

25th November. 1954 

Authenticated. 
S .  G .  BARVE, 

Joint Secretary. 

845 L.S. 



APPENDIX XLIV 
MINISTRY OF FINANCE 

A Statement showing the cases: 
(i) where loans were sanctioned by the Corporation on the 

recommendation of the Ministry of Commerce and Indus- 
try; and 

(ii) where the recommendations were not accepted and the 
loans were advanced. 

We enclose a statement* showing the applications sanctioned, 
which were referred to the various Ministries, Special Advisory 
Chnrnittees and the other experts. Only in three cases were the 
loans sanctioned by the Corporation after considering the adverse 
remarks of the Ministry of Commerce & Industry. 

There were, however, two cases where the Corporation felt that 
there was no need to refer to the Ministry or to experts and that it 
could depend on its own investigations. 

e Authenticated. (I 

S. G. BARVE. 
Joint Secretary. 

- 
*Not Printed. 



APPENDIX XLV 
MINISTRY OF FINANCE 

Note regarding the disclosure of interest by the Directors of the 
Industrial Finance Corporation in the loanee' companies. 

The instruction of the Government of India is as under: 
"Directors of the Corporation must invariably disclose what- 

ever interest they may have in applications for loans 
(including shareholdin in the loanee company or i ts  
managing agency) with the Corporation and the 
Director concerned should withdraw from the meeting 
when the application for loan in which he ib interested 
is under discussion. A register similar to that pres- 
cribed under Section 91A(3) of the Indian Companies 
Act should be maintained by the Corporation." 

Certain practical difficulties have been pointed nut by the Cor- 
poration about the implementation of the directive. These are 
under discussion at present between the Corporation and the Gov- 
ernment. Meantime, however, no Director with any shareholding 
with a loanee company takes part in the, consideration of an appli- 
cation for loan by that company. 



APPENDIX XLVI 
MINISTRY OF FINANCE 

Note in regard to the questions by the Public Accounts Committee 
relating to the Sodepore Glass Works case 

QUESTION No. 1-Payment in driblets which was objected to by the 
General Manager also. 

ANSWER: 
A loan of Rs. 40 lakhs was sanctioned in favour of Sodepore 

Glass Works in December 1948. It is customary for the Corporation 
to investigate the title of the properties to be mortgaged to the 
Corporation as security for the loan subsequent to such formal 
sanction. It is after verification of such title that the disbursement 
of the loan actuaIly commences. 

In this case, after the sanction of the loan, it was discovered 
while investigating the title that the land on which the factory was 
sited, besides having been obtained from a minor, was in the name 
of Shri Gurusharan La1 and not the loanee Company. In view of 
this, certain terms and cdnditions were imposed in respect of 'the 
disbursement of the sanctioned loan. These were as under: 

Rs. 20 lakhs to be disbursed on the execution of the Mortgage 
Deed. 

Rs. 10 lakhs on the completion of the Deed of Transfer of the 
lands in favour of the Company and mortgage thereof 
to the Corporation. 

Rs. 5 lakhs on 1-10-1949. 

Rs. 5 lakhs on 1-11-1949. 
Subject to the condition that the last two instalments of Rs. 5 

lakhs each will not be paid to the Company until the execution of 
the Mortgage by the Company in favour of the Corporation of thr 
lands is completed. 

To overcome the defect in the title, at the instance of the Cor- 
poration, the Company moved the Bihar Government for notify- 
ing the lands in question for ac uisition under the Land Acquisition 7 Act so as to obtain a valid tit e to them. After such notification 
and on execution of mortgage deed, the first instalmcnt of Rs. 2C 
lakhs was paid on 13-9-1949. 

The next instalment of Rs. 10 lakhs was to be paid on the com- 
pletion of the deed of transfer, that is to say, the conveyance of the 
land after acquisition by the Bihar Government in favour of the 
Company. This deed of tranfer was not in fact completed until 
June 1951. Nevertheless, the entire balance of the loan amount 
except for a sum of Rs. 14 lakhs ha4 been disbursed to the Company 
well before such completion. 

* 
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By 19-3-51, the entire loan except for a sum of Rs. 14 lakhs had 

been disbursed to the Company. This sum of Rs. 14 lakhs had been 
specifically held back to meet urgent commitments on &half of the 
Company in respect of wages of labour, obligatory purchase of food 
grains for labour and such other payments whioh it was by now 
found the Company was not in a position to meet as they arose. 
Sums were made available out of this remainder of Rs. 14 lakhs to 
meet such urgent requirements by the Company as and when neces- 
sary between 16-5-1951 and 11-9-1951. These payments had neces- 
sarily to be made according to requirements as they arose and since 
it transpires that they were small and numerous, an impression might 
be derived that the amout was furnished to the Company in driblets. 

Reference is made to the objections raised by the General Mana- 
ger appointed by the Corporation, Shri Krishnaswamy, to the delays 
in granting payments (para. 73 of the Enquiry Committee's Report). 
Mr. Krishnaswamy joined as General Manager in February 1951. 
His letter to which reference is made is dated 12th May 1951. It 
would be seen from the above statement that by May 1951 barring 
the amount of Rs. 1& lakhs, which had been withheld for good 
reasons and in the interest of the Company itself, there was no bal- 
ance of the loan left for disbursing to the Company. 

A view could be taken that the Corporation should have enforced 
the original conditions of disbursement and refused to release fur- 
ther sums of money until the deed of transfer of land in favour 
of  he Company had been completed whkh  happened only in June 
1951. On the othel. hand, it is possible to take the view that having 
condoned the fulfilment of the stipulated condition by the Com- 
pany, the Corporation should have been less hesitant in releasing 
the balance of the loan. It  has not, however, been possible for 
Government to undertake the necessary ful l  enquiry to come to a 
definite view regarding this matter. 

QUESTION NO. 2.-Whetl~er the Managmg Director ever suggested to 
Shri Gurusharan La1 that he should go in partnership with 
some other people? 

ANSWER: 
I 

The Managing Director, who has been asked about this, denies 
that his attitude at any time to Shri Gurusharan Lal was anything 
other than what was called for by the objective circumstances of 
the loan proceedings. The Managing Director denies that he ever 
suggested to Shri Gurusharan La1 that he should go in partnership 
with some other people. 
QUESTION No. 3.--Appointr?1c?zt of Mr.  Trnsy. 
Q u ~ s n o ~  Na. ?.--Is it correct tirat the  cornpan!, ?i7erc mnde to pug 

Mr. Trusy I-etrospectively after forcing him as General Manager 
on them? 

When the Sodeport. G l a ~ s  Works Limited were paid the first 
instalment of Rs. 31 lakhs (18-13-51) out of the second loan of Rs. 7 
lakhs, they had produced a balance-sheet as on the 30th June 1951 
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and an affidavit had been sworn that there were no outstanding 
liabilities beyond those disclosed in the said balance-sheet. Subse- 
quently, however, it was found that this statement was not correct. 
The sum of Rs. 3 l  Jakhs paid to the company was attached against 
income-tax dues payable by the company. Although subsequently, 
the attachment was got vacated, it seemed from these proceedings 
that the company had suppressed vital information from the Cor- 
poration. It waS therefore considered necessary to call for an ac- 
curate and reliable balance-sheet so as to ascertain the true liabili- 
ties of the companv. It  was also considered that such a balance- 
sheet should be got prepared by the Corporation appointing an 
officer for the purpose. It  was pro~osed at the same time to entrust 
the officer with the work of prescribing a system of 'checks and 
balances' that is to say a system under which the requisite registers 
would be maintained to ensure proper accounting of the receipt 
disbursements and utilisation of various materials received a t  the 
factbry and a proper check and control would be maintained at every 
stage. 

Mr.. Trasy who had recently retired as Deputy General Manager 
of the Bharat Bank and worked as  internal auditor and Branch 
Manager of the Central Bank of India, was considered suitable for 
this purpose and he was appointed to prepare the balance-sheet. He 
was also paid a lump sum of Rs. 2000 plus travelling expenses. 

As the books of the company were hopelessly incomplete.the 
balance-sheet took Mr. Trasy much longer than the period of one 
month which had originally been estimated. Mr. Trasy joined on 
the 12th January 1952; the balance-sheet was produced by him on 
the 6th March 1952 and his report on 'checks and balances' was 
received on the 21st March 1952. Mr. Trasy's appointment was re- 
ported to the Executive Committee on the 2nd February 1952 and 
noted by them. 

Mr. Vaidyanatha Iyer. who was one of the auditors of the Cor- 
poration, was to examine the balance-sheet prepared by Mr. Trasy 
and to check up and report whether he considered the system of 
checks and balances evolved by him satisfactory. Before Mr. Vai- 
dyamtha Iyer had finished these discussions with Mr. Trasy, the 
third loan was sanctioned to the company by the Board on the 14th 
April 1952. In sanctioning the loan. the Board desired that "the 
Managing Director should lay down a system of checks and bal- 
ances and for an efficient supervision over the monies coming in and 
going out in order to ensure that the company's resources were not 
frittered away or misapplied." It  was considered that the most 
suitable person for carrying out this instruction of the Board would 
be Mr. Trasy who was already on the spot and had familiarised him- 
self with the accounts of the company. On 17-5-52, the Managing 
Director reported to the Executive Committee about the appointment 
of an internal auditor (Mr. Trasy) and a stores supervisor. In July 
1952. the Executive Committee noted that Mr. Trasy had been 
appointed on a salary of Rs. 1200 per month. 

Mr. Trasy had been originally appointed for a specific job of 
work against an ad hoc payment which work he had completed by 
6-3-1952, Thereafter he had been engaged in other work and sub- 
sequently in the work of internal audit for which no remuneration 

(r 
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subsequent to 6th March had 'been fixed. As Mr. Trasy had been 
doing work for the company from the 6th March 1952 onwards. 
his salary was made effective from that date. 

As regards Mr. Trasy being forced as General Manager on the 
company, it may be pointed out that this is not correct. When the 
Corporation took over the management of the company from the 
1st November 1952 with the consent and co-operation of the Manag- 
ing Agents, Mr. Trasy was appointed temporay General Manager 
at the written request of the Managing Agents. Thereafter, as no 
suitable candidate was available in spite of advertisement and 
other efforts, Mr. Trasy was continued in his appointment as 
General Manager. Mr. Trasy relinquished charge as General 
Manager on 1st July 1953 after the Board of the company had a p  
pointed another General hknager with the approval of the Corpo- 
ration. (Reference is invited in this connection to the note from 
the Industrial Finance Corporation on this already submitted to 
the P.A.C. on 27-11-54). 

QUESTION No. 4:-Second loan was also given in driblets. 
ANSWER : 

The Second loan for Rs. 7 lakhs was sanctioned in July 1951. 
No instalrnents were fixed for this loan. I t  was however understood 
that money would be disbursed out of the sanctioned loan amount 
as and when necessary for payment of the materials for which the 
lom was sanctioned. 

The amounts were paid as under: 

Ir  would, therefore, be seen that there can be no justifiable complaint 
that the amount of this loan was disbursed in "driblets" or not dis- 
bursed expeditiously enough. 
QUESTION NO. 5:-Rs. 5 Eakhs recommended to be advanced to the 

company by  the Committee under Sir Shri Ram, but not 
made nzmilable in lump sum. 

ANSWER: 
Presumably the reference is to paragraph 99 of the Enquiry Com- 

mittee's report in which it is stated that Sir B. N. Mookerjee and 
Lala Shri Ram were asked to report in August 1952 by the Corpora- 
tion the reasons for the failure of the factory to run satisfactorily. A 
recommendation was received from Sir B. N. Mookejee and Lah 
Shri Ram dated the 13th September 1952 that the Corporation should 
immediately release to the company necessary funds from the ba- 
lance of the loan still payable to the company out of the third loan 
for the purpose of defraying certain expenses. 

By this time, practically the entire amount of the third loan of 
Rs. 3 lakhs had already been disbursed to the company and the only 
amount of Rs. 20,000 which was remaining, was paid on the 23rd 
September. 
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QUESTION No. 6:-Whether the factory was closed twice due to lack 
of funds. 

ANSWER: 
It is not understood to what particular closure reference is made. 

In para 97 of the Enquiry Committee's Report, there is a mention 
that the furnace was got ready and fired in July 1952 but that owing 
to unsuitability of coal as well as insufficiency of raw materials avail- 
able a t  the factgry etc., the furnace had to be cooled down. The 
third loan of 3 lakhs for working capital was sanctioned on 14th 
April 1952. It was disbursed as and when asked for and i t  will 
therefore be observed that this closure had nothing to do with any 
alleged delay in disbursement of funds by the Corporation. 
QUESTION NO. 8: Did the Managing Director want Shri Gurusharan 

La1 to close the factory and give notice to labour? 
ANSWER : 

Presumably, the reference is to the contents of paras. 113 and 114 
of the Enquiry Committee's Report. During a visit to the factory 
early in February 1953, the Managing Director saw for himself that 
even the current expenses of the factory were not being met by its 
production. On his return to Delhi, he had consultations with the 
local Directors of the Corporation and with their concurrence and 
on their advice, it was decided that the factory should be asked to be 
closed down. The Managing Director accordingly conveyed the de- 
cision to Lala GurusharancLal at a meeting held in Calcutta on'the 
24th February 1953. The action taken by the Managing Director in 
consultation with the local Directors was subsequently reported at 
the next meeting of the Executive Committee on the 13th March 
1953. The action was ratified at this meeting. In the minutes of the 
meeting of the Executive Committee there is a record of the above 
consultations by the Managing Director with the local Directors of 
the Corporation. 
QUESTION No. 9: Appointment of Mr. Joshi-wl~ether he was getting 

a few hundreds a month previously and was appointed on a 
salary of Rs. 2,500 a month. 

ANSWER: 
A'Board of Directors was appointed in March 1953 to be in charge 

of the Sodepore Glass Works, after the Corporation had taken over 
formally the management of the concern. Mr. S. L. Kirloskar, a 
well-known industrialist, was the Chairman of this Board of Direc- 
tors. Mr. Kirloskar was commissioned by the Executive Committee 
of the Corporation to stay there for a short while and to report "after 
finding out what actually was keeping the factory from going into 
full production upto its rated capacity and, if possible, to get it going 
efficiently". Mr. Kirloskar submitted a report to the Corporation on 
the 11th April 1953. The Executive Committee, after consideration 
of the Report resolved that in place of Mr. Trasy, Mr. A. D. Joshi 
should be appointed to be "in complete control of the factory, 
technical as well as administrative," until a permanent General Ma- 
nager is appointed by the Corporation. Mr. A. D. Joshi is a person 
with a long experience in ceramic and glass and had worked for 
nearly 30 years in various pottery and glass works at Morvi and 
other places. Mr. Joshi was a partner in the Managing Agency of 



Ceramic Products, and not an employee. It may also be added that 
Mr. Joshi was very reluctant to take this job and, in fact, made cer- 
tain conditions such as being permitted to visit his own works at 
least six times a year. 

QUESTION NO. 10: Whether it would not be morally right to do 80nte- 
thing for the original owners; whether they should not be 
rehabilitated and assisted? 

As the Chairman of the Industrial Finance Corporation explain- 
ed to the Public Accounts Committee on the 8th inst. the possibility 
of reorganising the company on a line which would make allowance 
for the interests of the present share-holders while fully safeguard- 
ing the financial stake of the Corporation had been investigated, but 
no acceptable arrangement could be arrived at. I t  is obviously not 
possible to assist or rehabilitate the "original owners" a t  tke sacri- 
fice of the financial interests of the Corporation; nor is any such 
moral right apparent. 

QUESTION NO. 11: That the capital requirements of the Sodepore 
Glass Works had been grossly underestimated and that 
no loan in fact should have been given. 

ANSWER: 
The scheme as originally presented by the Company envisaged a 

capital cost of Rs. 61 lakhs. The Company when it applied to the 
Corporation for a loan originally of Rs. 30 lakhs stated that i t  had 
already spent its own funds to the extent of Rs. 31 lakhs and that 
with a loan of Rs. 30 lakhs from the Corporation, it would be able 
to meet its capital expenses. (Subsequently, since the granting of a 
loan by the Corporation would entail the repayment of the deben- . 
tures of Rs. 10 lakhs raised by the Company, which the Company 
had not originally allowed for the loan to be $ranted was raised 
from Rs. 30 lakhs to Rs. 40 lakhs.) The PIlanaging Agents of the 
Company had undertaken to bring a further- Rs. 5 (Flve lakhs) into 
the enterprise. This undertaking was fulfilled only In part. . 

It has not been possible for the Government to examine this issue 
in thc detail in which it is necessary for reaching a definite conclu- 
sion as to whcthcr in the light of the information then axrailable to 
the Corporation it was an error to have granted the loan initially 
at  all. Certain circumstances howe\rer might be mentioned in this 
connection. The Expert Committee appointed to investigate the loan 
application had itself reported that a project like this if satisfactori- 
ly completed would be a valuable national asset more especially as 
thctc was not another such unit ui th  this capaclty and with such 
an uptodatc equipment. When the said experts were further inter- 
rogated by the Chairman before the loan was sanctioned. they as- 
sured him thnt the plant and machinery purchased was of the best 
make and design and with proper technical assistance the factory 
could run efT3ciently. It is correct thnt the Expert Committee had 
observed that "the loan of Rs. 30 lakhs asked for from the Corpora- 
tion would not be sufficient for putting the factory into operation. 
This amount would be rcquired only for the purchase of equipment 
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and for completing the buildings of the factory." They had also 
made a remark that no provision had been made for the working 
capital of the company and that the company should have ample 
funds to meet the expenses of running the factory. In the condi- 
tions imposed by the 'Corporation while granting the loan, this was 
taken care of by imposing a condition about a sum of Rs. 5 lakhs be- 
ing invested by the Managing Agents as  working capital. 

Although Goverflment would not be able to reach a definite con- 
clusion until a fuller examination has been possible, it would seem 
that even if a risk was involved it was a justifiable risk and it would 
be difficult to conclude that the Corporation was not justified in 
sponsoring such a concern having regard to all the circumstances. 
This was one of the first applications for a new undertaking submit- 
ted to the Corporation which had just been established. In fact, i t  
is conceivable that if  the Corporation had declined to sponsor this 
venture it might have exposed itself to a charge that it had failed to 
promote a valuable undertaking which would be a national asset 
when completed. 

i t  would seem that for a just appraisal of the failure of the Bhur- 
kunda factory we must also look to other causes. From such exarni- 
nation as it has been possible to make so far, it appears to Govern- 
ment that the failures of the management of the compeny were un- 
doubtedly one of the significant contributory factors to the difficult- 
ies of the undertaking. Thk is evidenced by numerous instances 
e.g. failure in organising such elementary matters as building up 
adequate supplies of raw materials and fuel, before a valuable fur- 
nace is fired, failure to use loan disbursements for the purposes for 
which they were sanctioned, failure to carry out undertaking given 
and to fulfil conditions in which disbursement funds were to be ob- 
tained; suppression of material facts from the Corporation, making ' unauthorised and technically objectionable alterations and designs 
furnished by the suppliers etc. 

QUESTION NO. 12: Page 46 of the Report-Item ( v ) .  T h e  factory ob- 
tained its raw materials other than Soda Ash which were 

,nt~ailable in Calcutla from different places. 

It may be noted that this is a comment with reference to the 
Sodepur Factory and not with reference to the Burkunda Factory. 
The Sodepore factory which is a much smaller undertaking was al- 
ready in being when the Corporation was approached for a loan by 
this Company. 

On page 47 under item (vii) of the Enquiry Committee's Report 
comments are made about the location of the site of the Burkunda 
Factory. In this connection it may be pointed out that it would be 
difficult to hit upon a place wherein all or most of the requirements 
of a glass factory would be locally available or would be even near 
at  hand. I t  may be mentioned that at Seraikala which is only 50 
miles away from Burkunda, there is already a large and successful 
glass works. 



APPENDIX XLVII ' 
MINISTRY OF FINANCE 

Zomments in the Audit Report about the Sodgpore Glass Works 
and remarks thereon. 

COMMENTS.--In the case of  Sodepore Glass Works when an addi- 
tional loan of Rs. 7 lakhs was sanctioned by the Executive 
Committee on 21st July 1951, the Managing Director while 
conveying the Corporation's sanction to the Compang i m r e d  
a number of conditions and terms on his own r e s p d  bty. 
These were not placed before the Executive Committee until 
a year later on 26th July 1952. * 

The additional terms laid down were under the authority of the 
Executive Committee which had asked the Managmg Director to 
take all precautions to safeguard the Corporation's money. In this 
connection, it may be stated that the I.F.C. Enquiry Committee 
also raised the same point to which the Board gave a reply as 
above. a 

COMMENTS-S. G. W .  and C. I. S. C. were sanctioned loans of Rs. 40 
Lacs and Rs. 3 lacs on the 29th December 1948 and 14th Janu- 
ary 1949 respectively and the rate o f  interest was $xed at 6 
per cent less 1 per cent rebate. But in  the case of K - M A .  Ltd. 
who were sanctioned a Loan of Rs. 30 lacs on the 29th Decem- 
ber 1948, interest at the rate of 51 per c a t  with a rebate of 4 * 

per cent was charged. 
The S.  G. W .  and the A. C. Ltd., were sanctioned a loan 

of Rs. 7,00,000 and Rs. 50,000 on 21st July 1951 and 5th Janu- 
ary 1952 respectively. The rate of interest was charged at 
6 per cent with a rebate of 4 per cent instead of the prevalent 
.rate of 51 per cent with a rebate of 4 peT cent. 

As regards the variation in the rate of interest by the Managing 
Director in respect of contemporaneous transactions, this was done 
in exercise of the specific authority vested in the Managing Direc- 
tor in this behalf so far as the second loan of Rs. 7 lakhs is con- 
cerned. So far as the first loan of Rs. 40 lakhs is concerned, the rate 
of interest was fixed by the Executive Committee itself. In the 
case of the second loan to the S.G.W. the same rate was fixed by 
the Executive Committee as in the case of first loan of Rs. 40 lakhs. 

During the formative period, the Executive Committee them- 
selves laid down the varying rates having regard to the credit- 
worthiness of the parties as is customary in bankin institutions. 
The principle was subsequently reiterated Fa a Reso (i ution passed 



by the Executive Committee on 20th July 1951 in which the dis- 
cretion was also given to the Managing Director to vary the rate 
nf interest within certain definite limits. 
COMMENTS: Payment. of Law Charges.-An Advocate of Bombay 

High Court was paid Rs. 2000 for draftin a reply to Chapter B VZII of the Enquiry Committee's Report ealing with the loan 
of S. G. W. No written prior approval of the Board was avaid 
able (See para., 15). 

Particulars have been furnished as follows by the IFC on this.- 
"This point was discussed by the Board a t  its meeting held on 

2-7-53 and the Managing Director was authorised to engage counsel 
for the purpose and also to select the particular counsel. There 
is unfortunately no record of this discussion in the minutes of this 
meeting. Subsequently, however, when this point was raised, the 
Executive Committee in its meeting held on 30th October 1954 
confirmed that counsel was entrusted with drafting a reply under 
the authority of the Board. The payment of Rs. 2,000 to him was 
noted in the same meeting. As regards fixing the amount of the 
fees in advance, it may be pointed out that this was not possible 
as the amount of the fees depended upon the time that the counsel 
would have to expend on the particular job." 

It is conceivable that a ddferent view may be taken as to the. 
propriety of such engagement. It would, however, be seen that 
t,he action was taken with the knowledge and approval of the 
Board. 

R ~ R K S  BY THE 1.F.C. ON THE REVIEW OF L0.W ACCOUNTS OF 'A' COM- 
PANY IN APPENDIX 'A' OF THE AUDIT REPORT. 

(b) The point as to whether charges such as those instanced in 
these paragraphs ulould be debitable to the borro~vers is being ex- 
amined with the Law Officer of the Corporation. Thereafter, suit- 
able action will be taken on this point. 

(c) (ii) The raw materials consist mainly of sand. borax, soda 
ash, felspar, dolomite and llme stone. The stores are mainly of 
hardware material. The finished goods consist of sheet glass only. 
The bulk of the raw materials and finished goods is stored in 
godowns. The possibility of depreciation is ncgligilile. 

(c) (iii) The reference about guarantee here is in respect of the 
loan amount of Rs. 13 lakhs in excess of Rs. 50 lakhs advanced by 
the Corporation un to the date of its taking over the management 
in March 1953. The Corporation was constrained to give the ad- 
ditional loan of Rs. 13 lakhs in order to safeguard the carlier loans 
totalling Rs. 50 lakhs already advanced. A guarantee as usual 
could therefore not be insisted upon in this case. Moreover, the 
original guarantors were not considered guarantee-worthy for a 
further amount beyond Rs. 50 lakhs to which they were alteady 
committed. 

( d )  The Corporation was constrained to take over the managc- 
ment of the factory a: the only recourse open to it for the best 
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possible safeguarding of the loan. I t  would therefore be clear that 
it was not possible to do any previous planning about the running 
of the project before taking it over as suggested as the Corpora- 
tion had no other option. In a case like th*, it was not possible 
to fix any particular target of expenditure. The state of the en- 
terprise has been continuously under the consideration of the 
Board/Executive Committee. Expert advice was sought by the 
Board/Exrcutive Committee whenever necessav. The Corporation 
initially tried to get the factory into production as the best means 
of salvaging the enterprise; when this was not found practicable, 
i t  was decided to dispose of the assets after carryin out the re- t construction of the furnace which the Corporation ad been ad- 
vised had in the meantime become necessary to make the assets 
market-worthy. After this decision, a Negotiating Committee was 
appointed to negotiate for the disposal of the assets. 

(e) It is considered that in the interest of the Corporgtion i t  
would be best to proceed against the guarantors after the assets 
are disposed of. 

( f )  (ii) This should have been done by the General Manager of 
S.G.W. appointed by the Corporation. Enquiries are being made as 
regards this default. 

( f )  (iii) As regards the net shortage of the value of Rs. 1,17,565 
pentioned in the Audit Report. further enquiries which were made 
in consultation with the auditors of' the company have disclosed 
that there is no real shortage and that the shortage shown in the 
books has been due to failure to make proper adjustments in the 
past as regards the consumption and other minor discrepancies 
Thus. for instance. in the case of refractories alone, it is found 
that i f  proper adjustment had been made in the past as regards 
their consumption etc.. the total amount of the difference of 
Rs. 80.000 odd under this head would have been reduced to a figure 
of Rs. 267 only. A final report is yet to be received from the audi- 
tors but from the interim report just received, it seems that the 
difference as the auditors said would have been a"'nomina1 figure" 
if stock taking had been regularly undertaken in the past and 
necessary adjustments made. a 

(9) As suggested by Audit, the point is being taken up and is 
being pursued. 

( h )  (i) The reference quoted from the Managing Director's 
memorandum relates to a period when the factory was not taken 
over by the Corporation. The context of this reference is that 
the company needed funds for the Rihar factory and the Managing 
Director had suggested in this memo quoted that the company may 
obtaln somca of these requirements by disposing of t h e r  fwtory 
at S. 

So far as the action on the ad hoc Committee's Report consi- 
dered bv the Board on 14th February 1954 is concerned, it may be 
pointed 'out that the Board has slnce decided to consider disposal 
of the entire assets of the company including the factory at S. 

(h)  (ii) It is hoped that a final decision abdut the disposal of the 
a ~ c ~ t c  w n i ~ l d  he roa~h~t-4 verv cnnn 



APPENDIX XLVIII 
MINISTRY OF FINANCE 

Point on which Public Accounts Committee desire to be fur- 
nished with further information. 

Audit Report on the Accounts of the  industrial Finance Corpora- 
tion, 1953-54 and Report of the Enquiry Committee. 

QUESTION.-What was the time lag between the issue of the 
Notification regarding the acquisition of land by the Bihar Gov- 
ernment, the actual execution of the Mortgage Deed and the grant 
and payment of the loan to the Sodepore Glass Works Ltd? 

ANSWER.-The Bihar Government issued a preliminary noti- 
fication dated 5-3-1949 under Section 4 of the Land Acquisition Act 
(1 of 1894) calling for objections from interested persons under 
Section 5 A  of the Act before 8459.  The notification covered 
32.56 acres of land in the village of Lappange and was published in 
the Bihar Gazette dated 16-3-49 (page 325) Part 11. A copy of the 
Gazette Notification was received from the Company on 25-3-49. 

(According to the advice received from the Solicitor to the 
Central Government at Calcx~tta, a notification under Section 4 
of the Land Acquisition Act is a mere notice stating that certain 
lands are likely to be needed for public purpose and inviting ob- 
jections. Such notification does not create any legal right to the 
land in favour of any one). 

On 9-4-1949, the Company produced a letter from the Land 
, Acquisition Officer, Hazaribagh stating that no objection had been 

received from any party against the proposed acquisition of land 
by the Bihar Government during the prescribed period. The cor- 
poration wrote to the Solicitor on 31-5-49 inter alia to proceed with 
the execution of the Mortgage Deed inserting the necessary Cove- 
nants and warranties binding the Company to produce the title 
Deeds within a prescribed period. 

On 3-6-49 the Company produced a copy of the letter from the 
Land Acquisition Officer? Hazaribagh dated 1 / 2-6-49 stating that 
the land was now being, acquired for the Sode re Glass Works 
and that in due course the possession would be I? anded over to the 
Company and also an agreement wou!d be executed between the 
Company and the Government. On 7 - 6 4  the Corporation again 
wrote to the Solicitor and requested him to consider whether the 
Corporation would be justified in proceeding with the execution of 
the Mortgage Deed in view of the letter from the Land 
Acquisition Officer and if he considered that the Corporation could 
do so without prejudice to its security, he might proceed with the 
mortgage transaction. The Government Solicitor ride his reply 
dated 11-6-49 stated as follows:- 

"Section 16 of the Land Acquisition Act provides that when 
the Collector takes. possession of a land under the said Act 
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ft vests absolutely in the Crown free of all encumbrances. A Deed 
of Transfer from the Provincial Government is, therefore, essential 
to pass the title from the Crown to the Company." 

"Section 41(2) of the said Act provides fgr transfer of land to 
the Company on payment of the costs of acquisition. Under the 
law in Bengal (the law in Bihar and Orissa being the same) such 
transfer has to be effected by a reastered document." 

"Other things being satisfactory I propose to, have the Mortgage 
completed immediately; the form of agreement is accepted by the 
Government of Bihar. Rupees 20 lacs will be paid on execution and 
registration of the mortgage; the balance of Rs. 20 lacs not being 
payable until the Bhurkunda land is transfered to the Cornpang 
by the Government of Bihar by a registered Deed of T r a n ~ f e r . ~  

Dur~ng July and August 1949, correspondence took place be- 
tween the Company, the Corporation and the Corporation's Soli- 
citor in regard to the finalisation of the draft Mortgags Deed. 
Final instructions were given to the Corporation's Solicitor on 
27-8-49 requesting him to complete the mortgage. As the Company 
had not yet obtained a Deed of Conveyance from the Bihar Gov- 
ernment in respect of the land under acquisition, the manner in 
which Rs. 40,00,000 whxh had been sanctioned to the Company by 
the Corporation on 29th December 1948 was to be advanced was 
agreed to and the necessary provision made in the Mortgage Deed 
as follows :- 

Rs. 20,00,000/- on the execution' of the Mortgage Deed. 
Rs. 10,00,000/- on the completion of the Deed of Transfer 

of the land in favour of the Company and 
Mortgage thereof to the Corporation. 

Rs. 5,00,000/- on 1-10-1949. 
Rs. 5,00,000/- on 1-11-1949. 

Subject to the condition that the last two instalrnents of Rs. 5 
lakhs each will not be paid to the Company until the execution of 
the mortgage by the Company in favour of the Corporation of the 
land is completed. 

The Mortgage Deed was executed by the Company on 13-9-1948 
and a sum of Rs. 20 lacs was advanced to the Company on that 
date. 

The actual dates on which the balance of Rs. 20 lacs was paid 
to the Company are as follows :- 

Date Amount 
Rs. 

6th .Ipril, I oco 2,5c,m 
20th June. 1950 2,50.003 
;th A u y s t ,  rg<o I ,CO,KO 
17th :!ugust, I y o  2 ,ro.nw 
4th 0ctoh:r. 1950 ~,OO.OOC, 
2 6 t h  D w r n ~ h ~ r .  I gro 1~oo.000 
4th Janunrg. 195 I ~.m,ooo 
3rd Fch uary, r 951 2,oo.ooo 
29th k r c h ,  1951 1,oo.o-o 

Note: Shri-who was the Arst Mahaging Director of 
the Corporation upto the middle of June, 1951 had recorded a note 

I 
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on 25-1-1951 that the Government Solicitor had suggested that the 
sum of Rs. 2 lakhs should be kept in hand for the time bein pend- 
ing the completion of the Mortgage document (relating to t l? e land 
under acquisition.) The sum of Rs. 2 lakhs reserved was, however, 
released as acd when required for meeting urgent payment for 
salaries and wages, travelling expenses of the American Expert 
etc.. in the following instalments : - 

< Rs, 
22nd March, 1951 50,c=' 
16th May, 1951 2 5,000 
4th June, 1931 25.000 
27th June, 1951 20,000 
28th June, 1951 35,000 
I I t h  July, 1951 5,000 
12th July, 1951 6,000 

21st July, 1951 25 ,COO 
3rd August, 195 I 3.000 
7th Aqust ,  r 95 I 8.000 
2 r st August, 195 I 6,000 
r rth September, 1951 2,000 

The agreement between the Company and the Blhar Govern- 
ment pursuant to the provisions of Section 41 of the Land Acquisi- 
tion Act was entered into on 24-3-1950 and the said Agreement 
was published in the Bihar Gazette, Part 11 dated 10-5-1950 (pages 
588 to 590). t. 

The Bihar Government executed the Deed of Conveyance of 
the land in favour of the Company on 15th June, 1951. In the 
meantime the Company had applied for a further loan and it was 
docided that the Deed of Conveyance obtained from the Bihar 
Government should be included in the Mortgage Deed relating 
to the further loan. This was done accordingly when the Mortgage 
Deed for the second loan was executed by the Company on 18th 
December, 1951. 

The Government Solicitor has confirmed that, in this case, the 
legal ritIe in the land passed to the Sodepore Glass Works Ltd., 
when ths Bihar Government executed the Deed of Transfer (Con- 
veyznce) in favour of the Company on 5-6-1951 and the security 
of the Corporation in respect of the acquired land became effective 
when the Deed of Further Charge was executed by the Company 
in favour of the Corporation, i.e. 18-12-1951. 

Authenticated. 
Dated 26-5-1955 

S. G. BARVE, 
Joint Secretary 



APPENDIX XLM 
No. F.2(34). F111/53. 

MINISTRY OF FINANCE, 
Department of Economic Affairs. 

New Delhi, dated the 4th June, 1955. 

Government passed a Resolution on the 23rd Decembcr 1953 
on all other recommendations in the Report of the Industrial Fin- 
ance Corporation En uiry Committee, 1953, except those relab P ing to the Sodepore G ass Works Ltd. I t  was stated in the Reso- 
'lution that "the case of Sodepure Glass Works is still under Gov- 
ernment's consideration and final decision of the Government 
will be announced in due course." 

The further examination of the detailed proceedings relating to 
*is loan transaction that was necessary before Government 
could reach its conciusions has since been made in the Ministry 
of Finance. Government's conclusions thereon are recorded here- 
under. 

2. Government agrees with the view of the Enquiry Comrnit- 
tee that the capital requirements of the project were not properly 
assessed either originally or on the subsequent occasions when a 
reappraidal might have been made, and that this was a major 
contributory cause for the difficulties met with by the Company. 
In the opinion of Government, though the primary responsibility 
for this failure must rest with the Company, the Corporation, 
having become involved in t h e  fortunes of the undertaking by the 
grant of the loan and in default by the Company, must als'o 5 ~ a r  
a measure of responsibility for such failure. Corporation should 
have made a correct appraisement of the Company's needs before 
sanctioning the loan. 

3. Government also agrees that one of the main reasons for 
the failure of the undertaking was its deficiencies of technical 
and supervisory organisation. The Company appears to have fail- 
ed throughout to establish a technical direction of the requisite 
competence and this factor together with the financial difficulties 
caused by the persistent under-estimation of capital requirements 
decisively confounded all its estimates and calculations and re- 
sulted in the falluse of the undertaking. 

4. Government has also examined whether, and if so how far, 
undue delay occurred or unreasonable conditions were imposed 
in the disbursement of funds from loans sanctibned in favour of 
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the  Company. Government is satisfied that generally sflaking Q 
the  further conditions imposed have been provoked by new cir- 
cumstances that came to light from time to time affecting the  se- 
curity of the Corporation and have not been unreasonable. After 
a close and careful examination of the underlying proceedings 
Government has also come to the conclusion that while there 
have been some instances of delay and while these delays must 
have caused some inconvenience and difficulties to the manage- 
ment, for the failure of the undertaking one must look to other 
causes. f 

5 In [he Report of the Enquiry Committee, the view was ex- 
pressed that the Committee was opposed to the Corporation mak- ' 

ing any attempt to sell this factory just for the purpose of re- 
covering its own dues oblivious of the Interests of the shareholders 
and others. Elsewhere in the Report (Paragraph 40, S1. No. 23 of 
the Summary of Recommendations) the view was expressed that 
whep an industrial concern has to be taken o w l  by the Industrial 
Finance Corporation, the sale of such a concern should not be made 
except under very special circumstances and without prior refer- 
ence to Government. In the Government Resolution under para. 
SB(vii) with reference to this recommendation, it was resolved 
a s  under:- 

"As regards the sale of such a concern, Government consi- 
der that it would not be desirable to prejudge a matter 
in a general wal* as suggested and that the Corporatfon 
must be left to judge each case on its own merits. Gov- 
nnment  also considered it important that the responsi- 
bility of safeguarding its own interest and recovering 
its own monies of a statutory Corporation like this 
shouId not in any way to be qualified." 

Tn April last year, the Industrial Finance Corporation having 
come to the view that the Corporation should not try to run the 
factory but should arrange to sell or otherwise dispose it of at the 
earliest, appointed a negotiating committee for the purpose. Go- 
vernment consider that the Corporation is fully justified in taking 
the  action that it contemplates. 

6. The full results of the investigation undertaken by Govern- 
ment are being communicated to the Corporation for its informa- 
tion and future guidance. 

ORDER 

Ordered that a copy of the Resolution be communicated to all 
concerned. 

Ordered also that it be published in the Gazette of India. 

D. L. MAZUMDAR, 
Secretury. 



APPENDIX L , 

MINISTRY OF FINANCE 

Note in regard to the questions by the Public Acwunts Committee 
on the loans, sanctioned by the Industrial Finance Corporation 

to the Jay Engineering Works Ltd. 

QUESTION -Ref. Jay Engineering Works Ltd. (page 14, Observation 
4 of tihe Report) I. F. C. Enquiry Committee had suggested 
that in view of the Managing Agents being allowed to recoup 
their advances to the company, the Corporation might re- 
consider their sanction of the second loan. 

4 

The loan in question had been sanctioned on the 21st June, 1952 
by the Executive Committee. Out of the amount of Rs. 16 lakhs 
sanctioned, a sum of Rs. 12 lakhs had already been drawn. As 
there had been no breach of any condition of the sanction, there 
would have been obvious legal difficulties in reconsidering the 
sanction of the loan as suggested by the Committee. Apart from 
this, the inexpediency of cancelling a sanction so long after it was 
accarded would be apparent. The loanes would have had a legiti- 
mate objection to any such action which would have upset com- 
mitments entered into by the loanee company In consideration of 
the sanction. 

It may also be pointed out that in fact although the Managing 
Agents had been permitted by the Corporation to reduce their out- 
standing loan to the company from Rs. 20.60.900 to Rs. 10 lakhs, 
the loan still stood at a figure of Rs. 18.87,000 as on the 31st March, 
1953 according to the company's latest balance-sheet available a t  
the time the Report of the I.F.C. Enquiry Committee was received. 

QUESTION.-Jay Engineering Works Limited.-The comgpany 
were sanctioned an additional loan of Rs.  16 lakhs 
without awaiting the report of the Ministry of 
Commerce and Industry. 

The position in regard to this loan is as follows.: 

The company's application was referred to the Ministry of Com- 
merce and Industry on the 2nd May 1952, but no reply was receiv- 
ed from them, in spite of two reminders dated the 20th May 1952, 
and 4th June 1952. In the meantime, the Corporation wrote to Dr. 
B. D. Kalelkar (who has subsequently been appointed as Indust- 
rial ~ d v h e r  to the Government of India) on the 4th June 1952, 
requesting him to submit a detailed technical report on the com- 
pany's scheme. His report was received on the, 20th June 1952, 
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and the company's application was considered by the ~kecut ive '  
Committee on the 21st June 1952. A loan of Rs. 16 lakhs was 
sanctioned at that meeting. This decision was approved by t h e  
Board at its meeting on 26th July 1952 when the representative of 
the Commerce and Industry Ministry was also present. I t  was only 
after this that the loan was actually made available. Copies of the  
re ort of the expert were sent to the Ministry of Commerce and s In ustry for their information on 28-6-52. Nothing has been heard 
from the Commerce and Industry Ministry further. As the Com- 
merce and Industry Ministry's report was not received in spite of 
two reminders it would seem that the Corporation was justified in 
its action. 



APPENDIX LI 
Memorandum furnished by the Comptroller and Auditor General 

of India 
Latest position of the salient points dealt with in Ihe statement of 

Minister of Irrigation and Power dated 26-12-1953 on Sixth Re- 
port of the Public Accounts Committee on Hirakud Dam Pro- 
ject and the Memorandum of the Comptroller and Auditor 
Genera2 dated 23-12-1953. 

Unsanctioned Estimates- 
On 1-11-1954, there were 14 works remaining unsanctioned 

amounting to Rs. 3,54,77,892. 
I-STORES-POSITION ON 1-11-1954. 

(i) Opening of ledgers. 

Stores priced ledgers have been opened in respect of all the 
76.652 items in stock. 

(ii) Verification of stores. 
D 

Stock verification of thc stores brought on to the Bin Cards 
completed in respect of 54,898 items out of 76,652. 

The following posts have been sanctioned by Government of 
India from 1511-1953 to 31-3-1955 for doing stock verification:- 

Supervisors 
Sub-Divisional clerks 
Lower Division clerks 
and Peon 

In para 4 of his Memorandum dated 23-12-1953 (vide Appendiv 
I to the Central Clvil Audit Report 1952, Part I), the Comptmller 
and Auditor General suggested that ground balances which had 
been brought on to Bin Cards should be checked completely and 
without delay by the Stock verification officials. This recommend- 
ation also impl~ed that future accounts should be properly main- 
tained lvhile arrears are cleared up. So far. no attempt has been 
made to reconstruct the accounts of the past to check the accuracy 
of the ground balance of 1-11-1952 with which the newly opened 
Bin Cards started. Government orders on the following points 
are necessary- 
(a) For the adoption of the Bin Card balances as the opening bal- 
ance on the ledgers as on 1-11-1952, without verifying that the 
actual balance on 1-11-1952 was the correct balance. 
(b) For adjusting in the accounts of the project the difference be- 
tween the value of the opening balances of the ledgers as on 
1-11-1952 and the stores balance appearing in the central accounts 
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as on 1-11-1952. (The latter will be the same as the total value of 
the reconstructed register of stock as on 1-11-1952). 
(c) For adjusting from time to time in the ledgers and accounts, 
the difference in quantities and values resulting from stock verifi- 
cation. 

(iii) Pricing of stores. , 
Out of 76,652 items of stores in stock, proper pricing has been 

done for 24,869 items. In respect of 1726 items received from the 
'Disposals', pricing remains to be done for want of debit vouchers. 
In respect of the rest of the items, the actual price paid to the 
suppliers has been indicated in the priced ledgers. 

(iv) Preparation of lists of surplus stores and their disposal. 

Lists of surplus stores were prepared and forwarded to the 
Director General, Supplies and Disposals, who returned the lists 
with some specimen forms to be filled in. The lists are being re- 
typed in these forms and for the sake of pricing enquiries are being 
sent to the various firms, Director-General. Supplies and Disposals 
and to other organisations. 

The Administration state that about 20,000 items worth about 
Rupees one crore are exp,ected to be declared surplus. The Fin- 
ancial Adviser and Chief Accounts Officer seems to be of the opi- 
nion that the amount may be more. List of surplus stores is being 
checked by him. 

(v) Reserve limit for speck. 

No reserve limit for stock has as yet been fixed by the Gov- 
ernment of India, though reminded from time to time. 

At the end of October, 1954, the position was that the value of 
stores issued to works but not allocated against the works amount- 
ed tc  Rs. 174.25 lakhs while the value of returned Stores for which 
credit has yet to be given to individual Works stood a t  Rs, 177.01 
lakhs. 

I t  was noticed that the value of the materials issued to the con- 
tractors was not immediately debited to their ledger accounts, as 
required under the rules. The Chief Engineer of the Pro'ect has 
stated that to avoid any omission of recovery every possi b le pre- 
caution was taken and a certificate obtained from the supervisor 
before finally settling up the Contractors' accounts to ensure that 
nothing was outstanding against them. It  is not clear how the 
Supervisor gave no demand certificates if his records were incom- 
plete. It  has not been possible for audit to satisfy itself that all 
debits on account of issue of stock materials have been raised 
against the Contractors and recovered. The total difference be- 
tween the account book balance and the value of the stock that 
was actually found in hand on 1-11-1952, which i t  is proposed to 
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write off, (vide item I (ii) (b) above) would include the value of 
Stores if any that were issued to Contractors without recovery of 
value. 
1V.-PARA. 10 OF COMPTROLLER AND AUDITOR GENERAL'S MEMO- 

CENTRAL STORES. 
(a) The system of issue of stores direct to the wmks instead of for 
the stock of the Divisions has been given effect to from 19-6-1954. 
I t  would be noted that this requirement of the Stores Rules was 
being insisted on from 1949, but has taken five years to implement. 
(b) The Comptroller and Auditor General's recommendation that 
adjustment through exchange accounts should all be done by the 
Central Stores Division only and even in regard to supply of stock 
on cash payment the purchases should be canalised through Stores 
Division is being followed in all the Divisions excepting one (Delta 
Investigation Division) located at a distant place. 

All purchases are now made by a purchase section formed in 
the office of the Chief Engineer, Hirakud Dam Project from 
1-11-1953. 
V.-PARA. 11 OF COMPTROLLER & AUDITOR GENERAL'S Mm-Woan- 

SHOP DEBITS. 
 he Financial Adviser and Chief Ac'counts Officer has reported 

that at present debits are advised to the Divisions concerned on the 
basis of work orders given by the Divisions concerned in which 
the name of the estimate chargeable is mentioned, with the result 
that the disputes in regard to the acceptances have been minimis- 
ed. The balance under workshop suspense was Rs. 76.14 lakhi at  
the end of March 1952 and Rs. 23.69 lakhs at the end of October' 
54. 
V1.-PARA. 13 OF COMPTROLLER & AUDITOR GENER~L'S NIEM~DELAY 

IN SANCTION TO PROJECT ESTIMATES. 

The revised estimate of the Hirakud Dam Project (Stage I) 
amounting to Rs. 70.78 crores has been approved by the Govern- 
ment of India and Government of Orissa and expenditure sanction 
to the works portion of the Project (Stage I) amounting 
to  Rs. 65,49,22,000 accorded by the Government of India. 



+ APPENDIX LII. 
MINISTRY OF FINANCE (REVENUE DIVISION) 

Note regarding para. 22 of Audit Report (Civil) 1952 for Publric 
' Accounts Committee. 

Para. 22 of Audit Report (Civil) 1952, refers to the grant by this 
Ministry of two concessions by executive orders in anticipation of 
legislation which were extra-legal in violation of the provisions of 
section 60 (3) of the Indian Income-tax Act, 1922, reproduced below- 

"(3) After the commencement of the Indian Income-tax 
(Amendment) Act, 1939, the power conferred by sub- 

, section relating to grant of exemption or reduction (1) 
shall not be exercisable except for the purpose of re- 
scinding an exemption. reduction or modification 
already made." 

2. The two impugned concessions are (1) Non-deduction of tax 
at source (and reund wherever deducted) from death-cum-retire- 
ment gratuity payable under the revised Pension Rules issued by the 
Central Government on 17th April 1950 and (2) exemption from 
total income of the interest on 34 per cent. Ten-Year Treasury Sav; 
ings Deposit Certificates issued by the Central Government. 

3. As regards ( I ) ,  it may be pointed out that the question of 
liability to tax was not considered when the scheme was sanctioned 
As the lump sum payment was chargeable to tax under the law as 
it then stood, this would have considerably reduced the benefits of 
the scheme, the Cabinet decided in August 1950 that the lump sum . payments should be exempted from tax. A provision to this effect 
was included in the Income-tax (Amendment) Bill of 1951 which 
was introduced in the Provisional Parliament in June, 1951, and 
which subsequently lapsed. This provision was again included in 
the Income-tax (Amendment) Bill of 1952 which has since been 
passed by Parliament and has become law with retrospective effect 
from 1st April 1952. Pending the enactment of the relevant provi- 
sions in the Income-tax Act it was considered necessary to mitigate 
any hardship which would be caused during the intervening period 
to retired officials. Towards this end, this Ministry issued two exe- 
cutive orders, one to Accountants General and Comptroller and the 
other to Commissioners of Income-tax. The former order said that 
pending final outcome of the proposed legislation no tax should be 
deducted a t  source from such gratuities payable that if it become 
necessary to levy tax, it would be charged later by direct assessment 
after taking into account the relief under section 60(2) of the 172- 
come-tax Act. The other order said that tax deducted on such gra- 
tuities (before receipt of the order) if any, may be refunded and 
that if necessary i t  would similarly be recovered by direct assess- 
ment later. 

Section 60(2) of the Income-tax Act permits the Central Gov- 
ernment to grant in salary cases such relief as it thinks appropriate. 
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Having regard to this provision and all the circumstances, this M h  
istry was of the view that in postponing the recovery of tax till the 
appropriate relief due under section 60 (2) in each case was settled 
(even assuming that the proposed legislation would not have been 
passed), there was no contravention of the provisions of section 
60(3), and that in so doing Government was acting within the pow- 
ers conferred on it by section 60(2). The Ministry of Law also are 
of the view that for such provisional non-recovery of tax on the gra- 
tuity section 60(2) can fairly be said to provide necessary legal 
authority and that at all events in view of the stipulation for direct 
assessment later (in case the contemplated legislation did not mate- 
rialise), the action taken by this Ministry cannot be said per se to 
amount to the conferment' of an  exemptiop in contravention of sec- 
tion 60 (3).  

4. As regards the second concession, the Central Government's 
power of borrowing is derived from Article 292 of the Constitution 
and presumably within the limits of borrowing, it can, by virtue of 
its inherent executive power issue securities on such terms as i t  
thinks fit. Also proviso 2 to section 8 of the Income-tax Act envi- 
sages the Central Government issuing any security declared to be 
free from income-tax. If the interest on the 31% Ten-Year Treasury 
Savings Deposits, had been issued free from income-tax only, there 
would have been no need for amendment of the Income-tax Act and 
the second proviso to section 8 would have applied. But as this se- 
curity was issued free from both income-tax and super-tax and as 
th'e interest thereon was also not to be'included in the total income 
of the recipient. an appropriate amendment of the Income-tax Act 
became necessary. In issuing securities free of income-tax and su- 
per-tax the Government did not contravene any provision of section 
60(3) of the Income tax Act, which related to a different matter. 

The Ministry of Law have agreed with our views. The e x e m p  
tion of the interest from total income was to become operative in 
future when the interest accrued due and became payable. By the 
time therefore, the liability to tax would have arisen in the ordinary 
course, the amending law had been passed to provide the legal sanc- 
tion for the exemption. 

A. K. ROY, 
Joint Secretarg. 



APPENDIX LIII 

MINISTRY OF PRODUCTION 
Audit Reportl(Civil) Part 1-1952 Page 9, para. 5 (a). 

(1) The constitutional position in regard to the setting up of 
State-owned industries as private limited companies. 

On a paper submitted to the Cabinet by the Ministry of Industry 
and Supply in which the specific organisational needs of State In- 
dustrial Enterprises were stated, the Governrhent took a decision on 
the 12th November, 1950, to form private limited companies for the 
managqment of State Industrial Enterprises and in particular for 
the Fertilizer Factory at Sindri, the Dry Core Cable Factory, the 
Penicillin Factory and the Machine Tool Factory. 

2. From the files it would appear that the view of the Comptrol- 
ler and Auditor General, that it is not desirable for Government to 
embark on trading schemes of industrial projects unless Parliament 
pass a general or special law authorising the Government to under- 
take them, was first brought to the nptice of the Government in a 
D.O. letter from the Accountant-General, F.R. & S. dated 20th March 
1951. Apparently about the same time the subject was being dis2 
cussed by the C4.G. with the P.A.C. The then W.M.P. Secretary 
arranged a full-fledged discussion with the C.A.G. and the Law 
Ministry on the subject. In these discussions the Auditor General had 
objected to Government transferring valuable property to a joint 
stock company registered under the Companies Act without the 
specific authority of Parliament. He was also doubtful about the 
propriety of the Union Government spending money out of the Con- 
solidated Fund of India on an industry (fertilisers) until Parliament 
by law declared the control of such an industry by the Union Gov- 
ernment to be expedient in the public interestvide item 52 of List 
1 of Seventh Schedule of the Constitution. The C.A.G. raised the 
second major point, namely that he derives his authority from Art. 
149 of the Constitution and he would be prepared to accept the res- 
ponsibility for auditing the accounts of companies of this type if 
specifically asked to do so by Parliament but not otherwise. 

3. A statement of the casew was first placed before the Attorney- 
General in June 1951 for his opinion. Simultaneously a copy of the 
case was forwarded to the C. & A.G. for his opinion. (The latter did 
not send any comments and apparently agreed with the statement 
of the case as  drafted for the opinion of the Attorney-General). The 
two constitutional issues raised in tnt! statement for opinion were, 
(1) can the Central Government establish or run an industry such 
as the Sindri fertiliser project or spend money out of the Consoli- 
dated Fund of India on such industry unless and until Parliament 
by Law has declared the control of such industry by the Union Gov- 
ernment to be expedient in the public interest ( i t an  52, List 1 of 

.-- - - 
*Not printed. 
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Seventh Schedule), and (2) can the Comptroller and Auditor Gene- 
ral who derives his authority from Art. 149 of the Constituticm 
accept responsibility for the audit of industrial and commercial am- 
dertakings unless specifically required to do so by Parliament? Oa 
this the opinion of the Attorney-General dated 4th July 1951 was as 
LfoIlows: In regard to the first issue the reply was in the negativein 
the absence of a declaration by Parliament by law and this could 
not be overcome by a resolution of Parliament which has not the 
efacacy of law. On the second point also the answer was in the 
negative, namely that the requisite statutory powers for the audit 
by the C.A.G. could not be conferred merely by the Articles of ~ l -  
sociations of a limited company. About this time the decision ro 
form Sindri as a private limited company (in acqordance with the 
policy decision of Government of November 1950 to choose the com- 
pany form of management for such undertakings) was due to the 
implemented. The then Minister for W.P. & S. (Shri Gadgi?) wrote  
to the Auditor General (on 11th December 1951) stating Govern- 
ment had taken note of his views in the matter and would be con- 
sidering steps to act on the advice but suggested as an immediate 
measure that the administrative view regarding the formation of 
private limited companies may be accepted and seeking his coopera- 
tion to see the factories administered properly. 

4. In the meantime, in October 1951 the Industries (Development 
,aria Regulation) Act 1951 (Act LXV ,of 1951) had been enacted. IP 
a meeting held with him by officers of the Ministry on 10th Deceni- 
ber 1951 the C.A.G. still held the view that this Act did not confer 
on Government absolute powers in respect of fertilisers and other 
industries mentioned in the 1st schedule and the functions of the 
Centre operating through Development Councils were limited-vide 
section 6 (4) of the schedule. Further as the production of fertilis- 
ers by Gcvernment by settlng up a factory by them did not faL . 
within the Central sphere, the withdrawal of moneys from the con- 
solidated funds would not be constitut~onal. He however expressed 
the hope that the difficulties would be removed by further legisla- 
tion. On the second issue the C.A.G. also expressed the view that 
the company may request him to be auditor if necessary by incor- 
porating suitable provisions in the articles of association* but thu 
would be neither proper nor bindmg as his duties and functions are 

P rescribed by Parliament. His general observations were that t h e  
ormation of private companies for the management of Government 

industrial undertakings whittles away Parliamentary control over 
public money, as Parliament cannot watch through the P.A.C. and 
the audit report, the legality of operations and financial results of 
such companies. After these discussions the matter was again con- 
sidered at an inter-ministerial meeting on 12th January 1952 where 
the Law Secretary and representatives of the C.A.G. were present. 
The opinion of the Law Secretary was that it was not necessary to 
undertake fresh le islation in view of the declaration in section 2 
of the Industries ( 5 evelopment and Re ulation) Act that i t  is ex- 
pedient in the public interest that the 8 nion should take under itr 
control industries specified in the schedule and that the executive 
power of the Union was co-extensive with legislative power t h u s  
attracting entry 52 to List 1. ----- -- ----- -- -- - - - -- - -- - -- -- 

*Not printed. 



5. A statement of the case was again presented to the 
Attorney General on 16th January 1952 where this issue was placed 
before him: "whether the declaration contained in section 2 of the 
Act cited is sufficient from the constitutional point of view to give 
t h e  Central Government necessary executive power to hold shares 
in and to manage and control Sindri Fertilisers & Chemicals Limited 
or whe'her further and more specific legislation is necessary for the 
p.rpose". On this the copinion of the Attorney General furnished on 
16th February 1952 was final and affirmative, namely that further 
and more specific legislation is not necessary for the purposes men- 
tioned, the point being further elaborated by him. Heavy chemicals 
including fertilisers is item 15 in the 1st schedule to the Industries 
(Development and Regulation) Act, 1951. The Attorney-General 
also expressed the view that Art. 266(3) provided that moneys from 
the  consolidated funds shall be appropriated in accordance with law 
a n d  for the purpose and in the manner provided in the Constitu- 
tion, and .if the necessary appropriation of moneys needed for the 
shares of a private li~nited company has been made in accordance 
with Art. 110(1) the  disbursement of thear moneys will be in corn- 

liance with the piovisions of sub-clause (3) of Art. 266 and there- 
ore constitutional. This opinion was received on the 23rd February P 

1952 and was immediate!\- communicated to the Comptroller and 
Auditor General. 

I t  should be mentioned at this stage that there was a Parliamen- 
tary vote in 1951-52 for the provJsion of funds for Sindri which was I 

then a departmental undertaking and in the explanatory memoran- 
dum it had been brought to notice that Government were proposing 
t h e  implementation of the decision to transfer the ownership and 
control to a private limited company, forrncd by Government. The 
mere transfer of assets does not require a vote of Parliament (unless 
i t  be part of the territory of India). The expenditure by the com- 
pany from funds allotted to it does not therefore become unconsti- 
tutional in the absence of a detailed vote as for service heads of ex- 
penditure. 

6. In view of the clear expression of opinion by the Attortley 
General as the legality of the action already taken by Government 
was no lonzer in dispute the question of taking appropriate measures 
in accordance with the advice of the C.A.G. still remained under 
consideration of Government. Since the beginning of 1952 there- 
fore. the question was being considered as to what legislation should 
be brought before Parliament regarding authorising of Govern- 
ment owned and managed industrial undertakings and authorising 
the C.A.G. to conduct the audit of these commercial enterprises. 
T h e  Law Ministry had advised that no validating legislation was 
necessary and if the general law contained in the Companies Act 
was not suitable the general aspects of the case could be considered 
further in due course. The Minister for W. P. & S. felt that discus- 
sion on this matter should follow the report of the Company Law 
Amendment Committee. 

7. During this period the Minister for Production and the Produc- 
tion Secretary have written to the C.A.G. seeking his advice and 
specific suggestions on the lines on which legislation should be 
undertaken to meet the points raised by him. The first detailed 
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letter of the Secretary of the Production Ministry to the Audit00:- 
General was written on 30th July 1952 giving a resume of the dim- 
cussions held previously with regard to the question of s p a  
legislation for State Undertakings and seeking advice, in the course 
of which letter he stated as follows: L 

"We are conscious of your objection to the formation of Com- 
panies under the Indian Companies Act in the case of these Indus- 
trial Enterprises and we are anxious to meet your view point. You 
were good enough to say at one time that you would let us know the 
lines along which legislation should be undertaken to put this m a t  
ter on a sound footing. We would be grateful if you would find 
a little time in the midst of your multifarious duties and give us  a 
memorandum indicating the line on which such legislation should 
be undertaken by Government. I promise you to give utmost p r b  
rity to this matter and to see that the matter is not slept over at 
unnecessarily delayed. We would, however, appreciate ,guidance 
from you and I hope it would be possible for you to spare a l i t t le  
time and give us your ideas." 

The Production Minister followed up the above communicatiom 
with a letter to the C. & A. G. on the 18th August, 1952 (Anne- 
1 ) .  A further letter issued to the Controller of Commercial 
Audit elicited the following interim reply on the 22nd November, 
1952: - 

"Please refer to your D.O. No, Fy.1-4 (286) 151 dated the lltb 
October, 1952 regarding legislation in regard to State Indus- 
trial Enterprises. The matter is under our active c o d -  
deration and the proposal when finalised will be cornrnunl- 
cated to Government." 

On the 12th January, 1953, the Secretary of the Production Minis- 
try (the present C. & A. G.) also addressed a D.O. letter to t h e  . 
Auditor General himself. 

The Production Ministry has since then also kept in touch witb 
the C. & A. G. by writing other letters. 

8. The question regarding the form in which the legislation f o r  
institution of management of State-owned undertakings shbuld take, 
continued to remain under examination of Government in the light 
of experience gained in the working of the enterprises. In view 
of the position that had been sustained in regard to Sindri, other 
undertakings under the Ministrv of Production with the company 
form of working had been started. In each of these cases there L 
a provision in the Articles of Association for audit by the Comptroller 
and Auditor General and this was made in consultation with the 
C. & A.G. and he has been arranging for audit on this basis although 
insisting on his inherent right to have this regulated by legislation, 

9. The matter came up for discussion in Parliament on the 10th 
and 11th December 1953. The reply of the Finance Minister ex- 
plained broadly the position of Government as referred to earlier, 
The Government did not consider that there had been any un- 
constitutional action by them but it was their intention to bring 
before Parliament proposals for legislation for placing the whola 
matter in a more satisfactory position (either as a special Bill or iwt 
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special Chapter in the Company Law Bill) which would c o w  
Industrial Undertakings of Government and speciflcaliy provide for 
42. & A.G's audit. I t  was since then that a decision was taken to 
introduce a special chapter in the Company Law Bill to provide for 
more effective financial and Parliamentary control over Government 
Undertakings. As mentioned at the meeting of the P. A. C. by 
Production Secretary the introduction of such a chapter in the Com- 
pany Law Bill is the present stage of the proposal: but as the Bill 
is in the Select Cormittee stage, the further progressing of the 
measure will depend on that Committee. 

10. At the meeting of the Public Accounts Comrr.ittee held on the 
19th August 1954. a speclfic enquiry was made as to the action that 
was taken by the Production Ministry on the objection raised by the 
C. & JA.G. The above recountal would explain how with the passing 
of the Industries (Development & Regulation) Act shortly after 
Sindri was formed into a private limited company, the constitutional 
and legal objections raised originally by the C.A.G. became no 
longer tenable (as per opinion of the Attorney-General) and that 
nevertheless steps have been under discussion for meeting the points 
of view expressed by the C.A.G. As there was no question of valida- 
tion of earlier action taken by Go\yernment and satisfactory legisla- 
tive provision could be made through amendments to the Company 
Law Bill already pending enactment. the matter was not progressed 
by  any other speclal measures. The following were the specific 
steps taken by the Government. 

(i) Through the Industrial (Development and Regulation) Act 
1951, legal provision was made enabling the Central Government to 
participate in the manufacture of fertilisers. 

( i i )  In consultation with the Attorney General the Government 
satisfied themselves that there was no infringement of the law or of 
the Constitution in the Central Government setting up a fertiliser 

factory and in appropriating funds for it, with the vote of Parlia- 
ment, in the manner in which it has been done. 

(iii) While the C. & A.G. had pointed out that additional func- 
tions could not be imposed on him through the Articles of Association 
of any ~ompanies he expressed the definite view that in any case 
his audit jurisdiction could not be ousted from Central Government 
undertakings and he would continue to exercise his right to audit 
the accounts of such undertakings. In consultation with the C. & 
A.G. a suitable provision was made in the Articles of Association 
of each company providing for the right of the C. & A.G. to audit 
the accounts of such undertakings in addition to the audit require- 
ments of the Company Law. 

fiv) In July 1952 the advice of the C. & A.G. was sought as to 
t h e  lines on which he would suggest that legislation should be under- 
taken by Government. The Ministry of Production has been keep- 
ing in touch with the C. & A.G. to obtain his advice on this matter. 

(v) In the course of replying to a debate on Parliamentary cont- 
rol over public undertakings the F'inance Minister clarifled the et- 
titude of the G o v p m e n t .  He explained that the Company 
form of management was considered suitable for certain types or 
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un'dertakinp and Government had been experimenting with various 
types. While he demurred to the Auditor General's statement that 

this type was 'a fraud on the Constitution or the Company Law' he 
stated that it was Government's intention to consider in what way 

.the whole position could be placed on a more satisfactory basis by 

.legislation, either by enactment or by incorporation in the Company 
Law Bill which is still pending. 

(vi) Amendments to be introduced to the Company Law Bill in 
.the Select Committee to cover the case of Govehment undertakings 
under the company form of management have been prepared by 
Economic Affairs Department. Ministry of Finance, in consultation 
with the Ministries concerned. 

ANNEXURE-I-D 
OPINION 

4. The position is somewhat different in regard to entpies 54 
.and 56 of Llst I. The difference arises by reason of the phraseo- 
logy used in entries 54 and 56. These entries empower Parliament to 
declare the extent to which the regulation and development therein 
referred to under the control of the Union to be expedient in the pub- 
.lic interest. Once Parliament has declared by law the erctent 
to which such regulation and development under the control of the 
Union to be expedient in the public interest the legislative as well 
as the executive power of the Union will be exercisable in respect 
to such regulation and development cvtly to the extent declared by 
law by Parliament to be expedient in the public interest. 

5. Under entries 7 and 52 once the necessaq declaration is made 
the industries as a whole and in all their aspects become subject to 
the legislative and executive power of the Union. Under entries 
54 and 56 the regulation and development of mines, inter-State 
rivers and river valleys become subject to the legislative and exe- 
cutive power of the Union only to the extent to which Parliament 
has by law declared such regulation and development to be ex- 
pedient in the public interest. 

6. Parliament has by section 2 of Act LXV of 1951 declared that 
it is expedient in the public interest that the Union should take 
under its control the industries specified in the First Schedule to 

-the Act. Among the industries specified are ''heavy chemicals 
including fertilizers", item 15 in the Schedule. This declaration 
having been made the legislative power of the Union extends to 
making all legislation whatsoever with respect to the industries 
mentioned in the First Schedule to the Act; and the executive 
power of the Union with respect to these industries is co-extensive 
with the legislative power of the Union in relation to these indus- 

-tries. 
7. No doubt Parliament has by the same Act created varioua 

bodies for the regulation and development of the scheduled indus- 
tries. But the fact that they have so legislated has not the effect 
of cutting down or limiting the executive power of the Union with 
respect to these industries save in so far as the legislation made by 

Parliament expressly or by necessary implication limits it. There 
would appear to be nothing in the Act which, for example, either 



by enactment or necessary implication prevents the executive of 
the Union from subscribing and holding shares in the private limit- 
ed company or managing and controlling that company. 

8. Article 266 (3) 'provides that moneys out of the Consolidated 
Fund of India shall be appropriated in accordance with law and for 
the purpose and in the manner provided in the Constitution. If t he  
necessary appropriation of the moneys needed for the shares of t h e  
private limited colhpany has been made in accordance with article 
110(1) the disbursement of these moneys will be in compliance with 
the provisions of sub-clause (3) of article 266 and, therefore, consti- 
tutional. 

9. I have dealt only with the point raised in paragraph (3) of 
the Memorandum of the Comptroller and Auditor-General of India 
as that alone has relevance to the question raised in the statement 
of the case. I do not deal with the point as to the whittling away of 
Parliamentary control over public moneys which has been raised 
in paragraph (4) of the Memorandum. 

NEW DELHI, 
t6th February, 1952. 

M. C. SETALVAD, 
Attorney-General of India, 



APPENDIX LIV 
MINISTRY OF FINANCE 

Memorandum submitted by the Ministry of Finance (Departmat 
of Revenue & Expenditure) in regard to the' Public A C C O ~ ~ S  

Committee's recommendations at Serial Nos. 10 & 12 of the, 
Statement of Outstanding Itecommendations.* 

SUBJECT.-Prompt action against olficers found guilty of misuse of 
Public money; reckless dureyurd of jir~ancial rules, ex- 
travagance and losses. 

Detailed instructions regulating the enforcement of responsibility 
for losses etc. have been laid down in A p p e n d s  2 to the q e n e r d  
Financial Rules, Volume 11. The importance of avoiding delay in 
the mvestigation of any loss of Government money due to fraud 
negligence, financial irregularity, etc. on the part of Government 
servants has also been emphasised in Finance Secretary's D.O. letter 
to the Secretaries of all the Ministries of Govcrnmen? of I n d a  No. 
118-SF/53, dated the 12th January. 1953 (See Annexure I). The 
Ministry of Home Affairs also, in their Office Memorandum to  all 
the Ministries of the Government of India Ko. 39/40/52-Ests., dated 
t\e 4th October, 1952 (See Annexure TJ) issued instructions regard- 
ing steps to be taken for expeditious disposal of departmental pro- 
ceedings against Government servants. 

2. A copy of Defence Secretary's D.O. KO. l l l / S q , ' 5 3 ,  dated the  
13th March. 1953, in reply to Finance Secretary's D.O. of the 12th 
January. 1953, referred to in paragraph 1 ~ b o v e  is also enclosed 
(See Annexure 111) fur the information of the Public Accounts Com- 
mittee. The reactions of  the Secretary, Finance Ministry, to t h e  
Defence Secretary's reply to the former's D.O. are given in the  en- 
closure to this note. (Annexure I V ) .  

J. DAYAL, 
18-12-1953 Joint Secretary. 

ANNEXURE I 
D.O. No. 118-SF/53 GOVERNXIENT OF INDIA 

MINISTRY OF FINANCE 
New Delhi, January 13, 1953. 

My dear 
I should like to invite your attention to the  Report of the Public 

Accounts Committee tm thc Appropriation Accounts for the  year 
1948-49 wherein they have made the following recommendation at 

, para. 20: 
"Ministries should ensure that action again: t the  delinquent 

officials is taken p~*ompt l \  and the  M i n i s t y  of fillance 
should see that the  Millistries initiate necessary pro- 
ceedings in each and e \ w y  case in time. Remedial 

--. . - . -, . . . "  . . . - - ... . - - - 
*Set Appcr~dis I ;\'oI. I--Kcport', 
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measures should al$o be devised against any defects 
that may have come to notice of that Ministry in the 
course of investigations". 

2. A number of cases have gone up before the Committee in  which 
it was stated that action could not be taken against the delinquent 
officials because of the delay in making necessary enquiries in the 
matter and by thebtirne their guilt was established they had either 
retired, died or left the country. The P.A.C. have, therefore, been 
extremely critical of the inadequacy of administrative action, parti- 
cularly as clear procedural instructions exist enjoining on every 
Government officer to realise fully and clearly that he will be held 
personally responsible for any loss sustained by Government through 
fraud or negligence on his part, and that he will also be held per- 
sonally responsible for any loss arising from fraud or negligence 
on thq part of any other Government officer to the extent to which 
it may be shown that he contributed to the loss by his own action 
or negligence (vide Rule 23 of the General Financial Rules Vol. I ) ,  
Detailed instructions regulating enforcement of such responsibility 
are embodied in Appendix 2 to Vol. I1 of these rules. 

3. I would, therefore, like to emphasize the importance of avoid- 
ing delay in the investigation of any loss of Government money due 
to fraud, negligence, financial irregularity, etc. Such cases should 
be reported immediately to the Audit Officer concerned so that his 
assistance can also be obtained in regard to the technical investiga- 
tion of any case of losses. The Administrative Ministry and the 
Ministry of Finance should also be informed at the earliest moment 
so that effective remedial action may be taken in rectifying defective 
procedure etc. quite apart from the punitive action against those 
a t  fault. In any caqe in which it appears that recourse to judicial 
proceedings is likely to be involved, competent legal advice should 
be taken as soon as the possibility emerges. In all cases depart- 
mental proceedings should also be instituted at the earliest possible 
moment and concluded expeditiously in strict accordance with the 
prescribed rules. The question of enforcing pecuniary liability 
should,always be considered as well as the question of other forms 
of disciplinary action. In particular, if the loss has occurred 
through fraud, every endeavour should be made to recover the 
whole amount lost from the guilty persons, and if laxity of super- 
vision has facilitated the fraud, the supervising officer at fault 
should be penalised either directly by requiring him to make good 
in money an adequate proportion of the loss, or indirectly by reduc- 
tion or stoppage of his increments of pay. Steps should also be 
taken to ensure that a Government servant concerned in any loss 
or irregularity, which is subject to any enquiry is not inadvertently 
allowed to retire on pension, while the enquiry is in progress; and 
accordingly, when a pensionable Government servant is concerned in ' 
any irregularity or loss the authority investigating the case should 
immediately inform the Audit Officer responsible for reprdng on 
his title to pension and the authority competent to sanction pension, 
In  all important cases which might figure in the Audit Report if 
 vention ion ~hou ld  be followed of consulting the Finance Ministry 

t ~ f o r e  awarding punishment to the delinquent ofTicer some of 
the rriticisms'of the PAC. about inadequacy of dep,artmental .&ion 



may be obviated. The s plementary instructions contained in para. 
8 of Appendix 2 to the F' eneral Financial Rules. Vol. I1 referred to 
above should be followed by departmental officers wherever prose- 
cutions in  the criminal courts are or are likely to be necessary. 

4. Even under rule 49 of the Civil Services (Classification Control 
and Appeal) Rules, one of the penalties which may be imposed upon 
a Government servant is the recovery from p y  of the whole or 

E art  of any pecuniary loss caused to Government by negligence or 
reach of orders. 

5. As will be realised, suitable action against the delinquent om- 
cials can only be taken if the matter is pursued promptly. I, there- 
fore, request that you will kindly take suitable steps to ensure that 
action against the delinquent officials is taken promptly and that Audit 
and the Ministry of Finance are brought into the picture without 
any delay. u 

6. I should be glad to have an acknowledgement of this letter. 
A copy of this letter is also being forwarded to the P.A.C. and the 
Comptroller and Auditor General. 

Yours sincerely, 
Sd. K. R. K. MENON. 

GOVERNMENT OF INDIA 
MINISTRY OF HOME AFFAIRS 

New Delhi. the 24th October. 1953. 
OFFICE MEMORANDUM 

SUBJECT.-Departmental Proceedings against Government Ser- 
vi~nts-Steps for expeditio~ls and better dlsposal of- 
nomination of specified oficers in the Ministries/Depart- 
nzents to be in charge of all disciplinary inquiries in the 
MznistrgIDepartment. n 

There have been repeated references in Parliament and in Parlia- 
mentary committees to the delays in the disposal of departmental 
proceedings against delinquent Government Servants, and to cases 
in which, on technical and procedural grounds, the accused persons 
ultimately escape the punishments they desewe. The general im- 
pression is that the prescribed procedure is too elaborate and requires 
to be replaced by something more simple and summary. 

2. After careful consideration the Ministry of Home Affairs have 
come to the conclusion that this impression is not wholly justified. 
The procedure prescribed in Rule 55 of the Civil Services (Classifi- 
cation, Control and Appeal) Rules is applicable only to cases in 
which the charges arc so serious as to call for one of the major 
punishments, i .e. Dismissal, Removal, or Reduction in Rank etc. (A 
more summary procedure is already available fer less serious cases). 
The provisions of Rule 55 are merely designed to ensure compliance 
with a salutary principle of justice and public poky which has 



measures should aldo be devised against any defects 
that may have come to notice of that Ministry in the 
course of investigations". 
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2. A number of cases have gone u before the Committee in which 
it was stated that action could not ! e taken against the delinquent 
oilicials because of the delay in making necessary enquiries in the 
matter and by the(time their guilt was established they had either 
retired, died or left the country. The P.A.C. have, therefore, been 
extremely critical of the inadequacy of administrative action, parti- 
cularly as clear procedural instructions exist enjoining on every 
Government officer to realise fully and clearly that he will be held 
personally responsible for any loss sustained by Government through 
fraud or negligence on his part, and that he will also be held per- 
sonally responsible for any loss arising from fraud or negligence 
on the part of any other Government officer to the extent to which 
it  may be shown that he contributed to the loss by his own action 
or negligence (vide Rule 23 of the General Financial Rules Vol. I),  
Detailed instructions regulating enforcement of such responsibility 
are embodied in Appendix 2 to Vol. I1 of these rules. 

3. I would, therefore, like to emphasize the importance of avoid- 
ing delay in the investigation of any loss of Government money due 
to fraud, negligence, financial irregularity, etc. Such cases should 
be reported immediately to the Audit Officer concerned so that his 
assistance can also be obtained in regard to the technical investiga- 
tion of any case of losses. The Administrative Ministry and the 
Ministry of Finance should also be informed at the earliest moment 
so that effective remedial action may be taken in rectifying defective 
procedure etc. quite apart from the punitive action against those 
at fault. In any case in which it appears that recourse to judidal 

E roceedngs is likely to be involved, competent legal advice should 
e taken as soon as the possibility emerges. In all cases depart- 

mental proceedings should also be instituted at the earliest possible 
moment and concluded expeditiously in strict accordance with the 
prescribed rules. The question of enforcing pecuniary liability 
should.always be considered as well as the question of other forms 
of disciplinary action. In particular, if the loss has occurred 
through fraud, every endeavour should be made to recover the 
whole amount lost from the guilty persons, and if laxity of super- 
vision has facilitated the fraud, the supervising officer at fault 
should be penalised either directly by requiring him to make good 
in money an adequate proportion of the loss, or indirectly by reduc- 
tion or stoppage of his increments of pay. Steps should also be 
taken to ensure that a Government servant concerned in any loss 
or irregularity, which is subject to any enquiry is not inadvertently 
allowed to retire on pension, while the enquiry is in progress; and 
accordingly, when a pensionable Government servant is concerned in ' 
any irregularity or loss the authority investigating the case should 
immediately inform the Audit Officer responsible for reporting on 
his title to pension and the authority competent to sanction pension. 
In all important cases which might figure in the Audit Report if a 
convention should be followed of consulting the Finance Ministry 
also before awarding punishment to the delinquent officer some of 
the criticisms'of the P.A.C. about inadequacy of de~artmental action 



may be obviated. The s plementary instructions contained in para 
8 of Appendix 2 to the 2 eneral Financial Rules. Vol. I1 referred to 
above should be followed by departmental officers wherever prose- 
cutions in the criminal courts are or are likely to be necessary. 

4. Even under rule 49 of the Civil Services (Classification Control 
and Appeal) Rules, one of the penalties which may be imposed upon 
a Government servant is the recovery from p v  of the whole or  

Fl 
art of any ecuniary loss caused to Government by negligence or  
reach of or g ers. 

5. As will be realised, suitable action against the delinquent of8- 
cials can only be taken if the matter is pursued promptly. I, there- 
fore, request that you will kindly take suitable steps to ensure that 
action against the delinquent officials is taken promptly and that Audit 
and the Ministry of Finance are brought into the picture without 
any delay. 

6. I should be glad to have an acknowledgement of this letter. 
A copy of this letter is also being forwarded to the P.A.C. and the 
Comptroller and Auditor General. 

Yours sincerely, 
Sd. K. R. K. MENON. 

ANNEXURE; 11 
NO. 39140153-Ests. 

GOVERNMENT OF INDU 
MINISTRY OF HOME AFFAIRS 

New Delhi. the 24th October. 1953. 
OFFICE MEMORANDUM 

Svn~~c~.-Depar tn~el . l ta l  Proceedings against Government Ser- 
zmrts-Steps for expeditious and better disposal of- 
nonztnatzon of specified officers in the Mintstries.lDepart- 
ments to be in charge of all dtsctplinary tnquiries in the 
Mznistry/Department. 

There have been repeated references in Parliament and in Parlia- 
mentary committees to the delays in the disposal of departmental 
proceedings against delinquent Government Servants, and to cases 
in which, on technical and procedural grounds, the accused persons 
ultimately escape the punishments they deserve. The general im- 
pression is that the prescribed procedure is too elaborate and requires 
to be replaced by something more simple and summary. 

2. After careful consideration the Ministry of Home Affairs have 
come to the conclusion that this impression is not wholly justified 
The procedure prescribed in Rule 55 of the Civil Services (Classifi- 
cation, Control and Appeal) Rules is applicable only to cases in 
which the charges are so serious as to call for one of the major 
punishments, i .e.  Dismissal, Removal. or Reduction in Rank etc. (A 
more summary procedure is already available for less serious cases). 
The provisions of Rule 55 are merely designed to ensure compliance 
with a salutory principle of justice and public policy which has 



also been incorporated in article 311 of the Constitution of India, 
viz. that no man should be condemned and punished without a 
reasonable opportunity to defend himself. The prescribed prp- 
cedure therefore requires that the accused officers should be told m 
the form of written charges exactly what he is alleged to have done 
and on what evidence oral or documentary the allegations are based; 
that he should have an opportunity to inspect the documentary 
evidences, to test the oral evidence by cross examination and to 
furnish such evidence as he wish to adduce in his own defence. If, 
as a result of the enquiry, it is decided that the officer should be 
dismissed, removed or reduced in rank, he has to be given a further 
opportunity to show cause, if any, against the actual punishment 
proposed. Anything less than this would amount to a denial of the 
'reasonable opportunity' which is guaranteed by article 311. 

3. There is, howexrer, nothing in these minimum requirements 
which must necessa~dy lead to unduly protracted proceedings or 
to a failure to secure just punishment to the guilty. The officer 
conducting a departmental inquiry has to hold the balance even bet- 
ween the ~nterests of the Ftate and the avoidance of injustice to the 
accused. He is free to take a responsible, reasonable and prudent 
view of the facts and circumstances of the case and is not bound 
by the rigid limitations regarding the admissibil~ty of evidence and 
the degree of proof applicable to prosecutions before Criminal 
Courts. Provided the inquiry officer gives the necessary time an3 
efforts, confines his attention to the main points at issue and firmly 
resist any attempt by the accused officer to introduce irrelevancies 
or to adopt deliberate dilatory tactics-there is no reason why satis- 
factory expedition in disposal should not bLo achieved in all cases 
without departing from prescribed procedure. 

4. The various factors which may contribute to undue delays and 
faulty disposal are:- 

(i)  Officers conducting the departmental enquiries may be 
so pre-occupied with other duties that they can only 
spare a few hours at a time at long intervals for the 
enquiry itself. 

(ii) Unfamiliarity with the procedure or inadequate appre- 
ciation of the difference between a departmental enquiry 
and a trial in a Criminal Court, may lead to over-ela- 
boration, or lack of firmness in dealing with dilatory 
tactics. 

(iii) Avoidable delay may sometimes occur at the stage when 
the enquiry officer has submitted his report and the 
appropriate authorities have to make up their minds 
whether the findings are to be accepted and if so what 
the punishments should be. 

(iv) Where, under the rules, consultation with the Union 
Public Service Commission is necessary some undue 
delay msy occur in making the reference to the Com- 
mission, and in the consideration of the case by that 
body. 
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L. As regards the factors mentioned in (i) and (ii) above the 

Ministry of Home M a i r s  have considered the feasibility of setting 
up separate Administrative Tribunals for enquiring into the more 
important departmental proceedings. Although such bodies have 
worked satisfactorily in the States of Uttar Pradesh and Madras, it 
is felt that Central Government's Machinery is'so vast and so widely 
scattered that a similar experiment will hardly justify the expenl -  
ture incurred. In cases of extreme complexity or impvrtance ~t will 
always be open to Government to set up special committees of 
enquiry or to have recourse to the Public Servants Enquiries Act, 
1850. For all other departmental enquiries the delays caused by 
excessive pre-occupation or Unfamiliarity with the procedure could 
be easily avoided by adopting the following measures:- 

(i) In each Ministry or Department a specified officer or offi- 
cers of appropriate rank shall be nominated and ear- 
marked for the purpose of conducting all the depart- 
mental enquiries arising within that Ministry/Depart- 
ment. 0 

(ii) As soon as occasion arises for taking up such an  enquiry 
the nominated oficer will be relieved of his normal 
duties to such extent as may be necessary to enable 
him to devote full and careful attention to the comple- 
tion of the enquiry and the submission of his report. 
During this time the work of which the officer is reliev- 
ed may be distributed amongst other officers. 

* (iii) The nominated off~cers shcdld familiarize themselves 
with the rules and essential procedural requirements 
and appreciate the difference between Departmental 
inquiries and trials in the Criminal Courts. The main- 
tenance of close personal contacts with the Ministry of 
Home Affairs will enable them quickly to resolve any 
doubts or difficulties which may arise. 

6. As wgards the causcs of delay mentioned in (iii) and (iv) of 
para 1, much improvement will be effected if, (a)  it is impressed 
upon all concerned that both public interest as well as humanitarian 
considerations demand that no avoidable delay should occur in the 
disposal of disciplinary cases; and (b) any failure to give such cases 
due priority is itself regarded as a dereliction of duty and suitably 
dealt with. 

7 .  As to the possibility of delay occurring in the consideration of 
a case and tendering of their advice by the Union Public Senrice 
Commission the Ministry of Home Affairs are in correspondence 
with the Commission and they have e1.el.y hope that satisfactoq- 
arrangements will be made to secure all possible expedition on the 
part of the Commission. 

8. The Ministry of Finance/ctc. are accordingly requested to take 
immediate action on the instructions contained in paras 5 and 6 
above. The names of the officer or officers nominated in t e r n  of 
para. 5 may kindly be communicated to this Ministry bv the 31st 
October, 1952. 

S. B. BAPAT. 
The 18th December, 1953. Joint Secretaty. 



ANNEXURE I I I  a 

Copy of D.O. letter from Shri H. M. Patel, Defence Secretary to 
Secretary (R & E), No. lll/Sec1/./53 dated the 13th 

March, '53. 
Please refer to your D.O. No. 118-SF153 dated the 12th January 

1953 in which you referred to a recommendation of the Public Ac- 
counts Committee on the Appropriation Accounts for the year 1948- 
49. 

So far as this Ministry is concerned, prompt action is taken 
wherever necessary against officials who are considered prima 
facie to be responsible for any loss or damage, and where loss or 
damage is caused by some faulty procedure, action is taken to reme- 
dy it. I do not, however, see that it is necessary to establish any 
convention as is suggested by you, to consult the Finance Ministry. 
The action will be of an administrative nature. It  is difficult to see 
how Finance will be any more competent than the administrative 
Ministry to decide what punishment should be awarded. The ad- 
ministrative Ministry must be presumed to know and act in a res- 
ponsible manner. In the Defence Services the cases are generally 
tried formally by courts-martial and action must, in such cases, be 
taken in accordance with the disciplinary Acts of the Services. I 
feel that so far as the Defence Ministry is concerned, the present 
system of dealing with these cases is adequate. 

A N N E X U R E  IV  . 
The Public Accounts Committee wanted the Ministry of Finance 

(a) to see that Ministries initiate necessary proceedings in each and 
every case in time and (b) to devise remedial measures against any 
defects that may-have come to the notice of the Ministry of Finance 
in  the course of investigations. Finance Secretary's D.O. letter of 
the 12th January, 1953, to other Secretaries stressed the importance 
of their dealing with these irregularity cases promptly and firmly. 
A suggestion was also made in that letter that the administrative 
Ministry could consult the Finance Ministry in advance regarding 
the action the former were proposing to take. This suggestion re- 
garding the previous consultation with the Finance Ministry was 
not iniended to be mandatory at all. I t  was a suggestion meant 
merely to enable the administrative Ministry to fortify its own posi- 
tion. If a particular Ministry did not find it necessary to avail of 
this method of fortifying itself, there was obviously no question of 
its disregarding any instructions issued in Finanw Secretary's D.O. 
referred to above. There really was intended to be no instruction 
or direction of any sort on this particular point. The Defence Sec- 
retary's reply simply means that he does not wish to avail of this 
method which was offered for the consi&ration of the Secretaries 
of all the Ministries of the Government of India. He has given a 
fairly good reason for it too-though, in fact, he need have given no 
reason at all. viz. that the Defence Services cases of loss, damage, 
etc. are  tried formally by Courts-Martial, and the disposal of such 
cases, including the award of punishment, is governed by the Army 
Act. This does not mean that the Finance Ministry are absolved 
from performing the two functions emphasised by the Public Ac- 
counts Committee and mentioned a t  (a) and (b) a t  the commence- 
ment of this paragraph. 



APPENDIX LV . 
Memorandum submitted by the Ministry of Finance (Departmart of 

Revenue & Expenditure) in regard to the Public Accounts Com- 
mittee's recommendation at Serial No. 3 of the Statement of 
Outstanding ~commendations.* 

Item 3: A copy of the instructions issued by this Ministry re- 
quiring that the explanations for variations between the grants and 
the actual expenditure should be expeditiously furnished is enclosed 
for information (vide Office Memorandum No. F.27(2)-E.G.I/53, dated 
the 24th July 1953-See Annexure). 

J. DAYAL, 
Joint Secretary 

MINISTRY OF FINANCE 
New Delhi, dated the 24th July, 1953 

OFFICE MEMORANDUM 
SUBJECT: -Compilatior~ of Appropriation Accounts-prompt ex- 

planations for vatiat~ons between Grants and expendie 
ture. 

In para 15 (iii) of the First Report on the accounts of 1948-49, the . 
Public Accounts Committee have commented on the delay that 
occurs in ,furnishing explanations by the administrative Ministries 
for the variations between the original and h a 1  grants as also the 
actual expenditure. As this affects the compilation of the Appro- 
priation Accounts and it also delays the examination thereof by the 
Public Accounts Committee, all the Ministries etc., are requested to 
ensure that explanations for variations in the demands under their 
administrative control are, wherever necessary, furnished promptly 
to the audit authorities. The Ministries are also requested to issue 
strict instructions in the matter to all the subordinate authorities 
under them. 

H. F. B. PAIS, 
Deputy Secretary. 



APPENDIX LVI 
MINISTRY OF FINANCE 

Memorandum submitted by the Ministry of Finance (Department of 
Revenue & Expenditure) in respect of item 65 of the Statement 
of Outstanding Objections* regarding the pledging of adequate 
securities by Cashiers in the form of both cash and property.' 

In accordance with the existing instructions in the General Fin- 
ancial Rules security taken from a Government officer or a contra* 
tor should be in one of the following forms:- 

(a) Cash; 
(b) Government Promissory notes, Municipal debentures or 

Port Trust bonds; 
(c) Post Office Savings Bank Pass Books. 
(d) Post Office cash certificates, Defence Savings Certificates 

and National Savings Certificates. 
(e) Deposit receipts of recogniwd banks approved by the Gov- 

ernment for the purpose. 
(f)  Fidelity bonds from Insurance Companies of reasonable 

financial standing in forms prescribed by Government. 
( g )  Other forms of security specifically approved by Govern- 

ment for acceptance in any particular department e.9. 
mortgages in real property, personal security, etc. 

In most of the Ministries, 'securities are obtained in one of the 
forms indicated at (a) to (f) above or sometimes, partly in one form 
and partly in another. The Ministries do not generally favour the  
pledging of property as security from Government servants entrust- 
ed with Cashier's duties. In the case of property. the work of veri- 
fying the lepal title of the pledger and ascertaining n-hcther it is 
free from any mortgage or other prior encumbrances would entail 
avoidable labour and may sometimes even lead to legal complica- 
tions. Moreover. it will undulv restrict selection of suitable per- 
sons for cash work if the tendering of security in any particular form 
e.g. partly cash and partly property is made compulsory in every 
case. The actual form in which security is held is therefore best left 
to the dkcretion and responsibility of the Ministries concerned. The 
need for ensuring that sufficient and easily realisable security is in- 
sisted on is, however. being brought to the notice of all Ministries 
concerned. 
. In regard to sub-para (ii) of item 65 of the Committee's recom- 

mendation, it has been ascertained that the Ministries are observing 
the procedure as visualised by the Committee. In some cases where 
the amount of collections is small, they are being paid into the Rank 
weekly or at  suitable periodical intervals. Embassies abroad fol- 
low a procedure specifically laid down for them which empowers 
them. in specific cases. to appropriate de~artmental rccripts tnwards 
expenditure. 

S. JAYASANKAR, 
Joint Secretary 

-- 
*See Appendix I (Vol. $-Report). 
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APPENDIX LVII , 

DAMODAR VALLEY CORPORATION 
Ref: Appropriation Accounts (Civil) 1949-50 and the Audit 

Report thereon. J 

Para. 6 (a) & (b)-Komr dam: 
What was the actual amount set off against Messrs. Gruner Bros.? 

DVC's Reply: 
1. In considering. the DVC Audit Keport for the year 1949-50 the 

Comptroller and Auditor General raised a similar auestion rertard- 
ing para 6(a) and (b) of the Report This was referred to the,DVC 
for comments by the DVC Audit Officer in his No. AT/DVC/44/679 
dated 2nd July, 1952. The relevant extract from this letter is quoted 
below : 

"3. The following observation has been made by the Comptroller 
md Auditor General on paras 6(a) & (b) of the Audit Report: 

'The Corporation may kindly be asked to intimate why the 
necessary facts could not be ascertained before entrust- 
ing the work of pre~aration of the designs and estimates 
for the project to Messrs. S.  C. Batiffnolles at a cost of 
Rs. 4 lakhs. In the last sentence of Clause (b) it is stat- 
ed that for the work done bv them, a reduction was 
made from the quotation of Messrs. Gruner Bros. to 
whom this was subsequently allotted. The ComptrolIer 
and Auditor Gcneral desires that the Aud~t  Officer will 
kindly verify t h ~ s  and communicate the results thereof' 

The remarks of the Cosporatmn on the above pomts may kindly 
be furnished to Audlt " 

Thr reply pven by the DYC is quoted below. r t d e  DVC Xo. 
W 223118-3409 dated August 8, 1951 : .. 

"The functions of the SCB were different from those of Messrs. 
Grvner Bros. As will appear from the preambles of the 
ttvo contracts, the SCB had been engaged to prepare the 
maln designs and target estimates for the Konar Group 
of Dams and the Power Stations while Messrs Gruner 
Ems. were appointed (a) to prepare the detailed desims. 
(b) to supervise the construction of Konar No. 1 dam 
and (c) to furnish engineering. including supervision 
and testing of Konar No. I dam and Hydroelectric 
Plant and such other items as mentioned in the con- 
tract. 

"Contract with Messrs. Gruner Bros. was finalised by n~gotia-  
tion. They had asked for a ceiling of Rs. 21 lakhs for 
their fees on the basis of the standards laid down in 
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Continental Europe for consulting engineering services 
for works of similar nature. On the ground that the 
work relating to main designs were done by SCB at a 
cost of Rs. 4 lakhs, they were asked to reduce their quo- 
tation by this amount. Messrs. Gruner Bros.'s arg~ament 
was that the fee of Rs. 4 lakhs was in respect of the 
main designs for the entire Konar group of dams. i.e. 
Konar 1, 2 ~ r l d  3 and not only for Konar No. 1 dam. 
They ponsidered a sum of Rs. 2,50.000/- as allocable to 
the preps;ation of main design for Konar No. 1 dam and 
the hyero power station, and the balance of Rs. 1,50,000/- 
to the preliminary studies made for Konar 2 and 3 and 
hence thev agreed to reduce their maximum fee to 
Rs. 18,50,000/-. Those who took part in the discussions 
have confirmed this." 

-4 copy of the confirmation referred to in the last sentence ot the 
extract quoted above is enclosed (vide Annexure I). 

2. Fees payable to Consulting Engineers have long been standar 
dised and can be readily determined on the basis of the schedules of 
fees laid down by Associations of Engineers both in Europe and the 
U.S.A. For example, the Association of Swiss Engineers and Archi- 
tects has laid down the amount of fees that can be legitimately 
charged by Consulting Engineers for their services. The overall 
fees payable on different types of engineering projects are further 
broken down into percentagps payable, respectively for preliminary 
designs and estimates, main designs and target estimates, invitation 
and acceptance of tenders, detailed designs general supervision of 
construction, detailed local supervision of construction, and conclud- 
ing report together with final plans for the completed work The 
fees fixed for Gruner Bros. compared to the schedules of fees pay- 
able to Consulting Engineers in Switzerland, Germany and other 
European countries. 

At the time of awarding the contract to Gruner Brothers for en- 
gineering services the cost of the engineering works involved in 
Konar project was estimated at Rs. 5.5 crores approximately. 
Since then the cost of the project has gone up considerably. The 
fees ~ a y a b k !  to Gruner Brothers, however, continue to be subject 
to the ceiling figure of Rs. 18.5 lakh; as laid down in the D.V.C's 
Agreement with them. 

3. Three conclusions follow from the facts stated above: 
(a) Due allowance was given by Gruner Bros. for the part 

of the design work which had been carried out by So- 
ciete de Construction des Batignolles against a lump- 
sum payment of Rs. 4 lakhs; 

(b) The fees payable to Gruner were determined in accord- 
ance with the standard schedules of fees prevailing in 
European countries; and 

(c) In view of the subsequent rise in the cost of Konar dam 
the actual fees paid to Gruner Bros. will, in effect, be ap- 
preciably lower than what would be justified by the 
standard schedules of fees for consulting engineerlng 
services. 
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I 

Para 6(i)--Jungle Clearance. 
A COPY of the contract may be furnished to the Committee. 

DVC's Reply. 
Five copies of the contract are enclosed. In interpreting the 

relevant clause of the contract the following facts may please be 
taken into account: 

The items relating to jungle clearance and stripping of embank- 
ments figure in the specifications, Clause 6 & 7- of Part  I11 pages 
30-31 of the Agreement dated May 24, 1950. But the specifications 
were elaborated and finalised only after the tender had been accept- 
ed. Consequently, they included some items which had not been 
covered by the schedules of unit rates tendered by the contractor. 
The position was clarified through an exchange of letters before the 
Agreement was signed. The relevant extracts from this corres- 
pondence will be found in an enclosure (Annexure 11). 

A note stating the factual position re: the jungle clearance case 
with especial reference to the following points may be furnished: 

(i) Whether the Forest Department of the Bihar Govern- 
ment was asked to prepare the estimate for the timber 
available before undertaking the jungle clearance work 
through the agency of contractors; 

(ii) What other steps were taken by the DVC in this behalf 
, to assess the quantity and.,the probable cost of the tim- 

ber available In the area; and 
(lii) Any other information that the DVC may desire to place 

before the Committee in this respect. 
DVC's Replg.  

In entrusting this work to the Konar contractors, the DVC, in 
its letter No W.5/58-5830 dated September 20, 1950 made it clear 
that:  "The trees which are remclved shall remain the property of 
the Corporation and are to be neatly stacked at sccessible places 
for further disposal by the Corporation by sale or otherwise". 

The total estimated area from which jungle was to be cleared 
was 32.600.000 sq. ft. or less than 750 acres. The forest was a f  poor 
quality. In fact, it was more In the nature of a Scrub jungle. 
1,07,09.339 sq. ft. were cleared by the contractor and the rest d e  
partmentally. 

While the area was being acquired, the Land Acquisition 0£6- 
cer asked the Forest Department of Bihar Government to prepare 
an estimate for the timber available from the area and also to re- 
port the value of this. The value of the timber, as assessed by the 
Forest Department, was about Rs. 101- per acre. This was paid by 
the DVC. 

A Forest Oflicer of the DVC made all efforts to sell the forest pro- 
duce.. I t  was also put on auction sale, but nobody came forward to 
purchase it. Wlth great difficulty a contractor was persuaded to 
pay Rs. 15/- per truckload of three tons of wood. Altogether 127 
truckloads werc sold to him. 
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Forest produce from other borrow areas was recently notified 
for sale by public auction. There was no response to this notice 
either. The Forest Department of Bihar Government had also ad- 
vertised the forest produce of the submergence area for sale, but 
again with the same .result. 

The lack of interest in this produce is due to several factors. 
Good quality timber is hardly available from thi? area, and in. any 
case it forms a very small percentage of the total clearings. The 
bulk of the clearings consists of firewood, for which there is hardly 
any demand in the vicinity. The area is scarcely populated. The 
nearest town is Hazaribagh which is 32 miles from Konar. The 
cost involved in road transport of the firewood naturally acts as 
a deterrent. That is why scrub jungle, bushes and roots had to 
be mostly heaped and burnt. 

Para. 7(a)  and (b)-Schedule of Rates. 
Has,,any schedule of rates since been drawn up? How does it 

conform to the corresponding rates pre\.alent in the State Public 
Works Departments of the participating Governments? 
DVC's Repl y. 

A Schedule of Rates has already been prepared by the DVC. 
The schedules of rates drawn up by the State Public Works De- 
partment in 1946 proved to be out of date inasmuch as conditions 
mcluding prices and wages had considerably changed since their 
preparation. That is why t h t  DVC had to prepare its own schedule 
of rates after taking into consideration the PWD rates of Chota- 
nagpur Circle. Bihar, and the Central Public Works Department, 
due allowance bcing made for local conditions prevailing in the 
areas where the DVC works were being executed. 

Five sets of the DVC Schedule of Rates (each in 6 volumes) are 
enclosed (Annexure 111). 

Paras. 8 ( g )  and (h) .  
What is the progress made in the stock-verification of the Stores? 

Have any arrangements since been made to ensure periodical stock- 
verification being carried out? Is any test-check of the stock car. 
ried out by the Audit Department also? Has the stock-verification 
which was in hand disclosed any serious shortages and losses? If 
so, what is their nomenclature and what steps have the DVC taken 
to counteract against their recurrence and place the entire store 
accounting on a proper basis? 
DVC's Repl y. 

Since the submission of the Annual Report for 1949-50, a stock- 
verification officer with five assistants has been appointed for carry- 
ing out periodical verification of the stocks at  the various worksites 
and a cent per cent verification of all the stocks a t  the various 
worksites was carried out during 1951-52. This staff is under the  
Senior Accounts Officer. Apart from this, the Engineers-in-Charge 
carry out stock verification once a year. I t  is not normal for the 
Audit Department to undertake any physical test-check of DVC's 
stock. 
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Stork verification which was in hand at the time of the Audit 
Heport for 1949-50 did not disclose any serious shortages and losses, 
except that of cement at  Maithon which has been referred to m 
the udit Report. 4 I 

All possible precautions are being taken by the engineers and 
Store-keeping staff for the efficient up-keep of,DVC materials at 
all the worksites. 

The entire store accounting is on a proper basis and in accord- 
ance with the accepted principles and procedures adopted in all 
Government construction projects. 

Para. I 1  
b 

Have the Corporation since finalised their rules and the various 
eccounts brought up-to-date? A few copies of the rules framed by 
the Corporation and as approved by the Government of India may 
also be furnished to the P.A.C. for their information. 

DVC's Reply. . The accounts of the Cmporation are maintained in accordance 
with the rules and procedures laid down in the C.P.W. Account 
and other Codes of the Government of India, and the requirements 
of the D.V.C. Act and the rules made thereunder. 

The first set of regulations relating to financial and stores ac- 
counts were issued by the Corporation in September, 1948. The 
store ru1t.s werr first revised in August. 1950 while the procedure 
~f financial acrounting was revised in October 1950. Further re- 
vision of thc regulations concerning financial accounts was carried 
out in Deccmbi>r 1950, when the payments and accounts work of 
the Corporation u-as dccentralised. Since then considerable amend- 
ments of the procedure outlined in those regulations had to be made 
from time to timc through a large number of circular membrand. 
and orders. 

The Corporation have decided to examine all these regulations 
and circular orders mued up to-date and to incorporate them in 
an Accounts Manual after such amendments as may be considered 
necessary and suitable in the light of the experience of the last few 
years. A special officer is already on this work and has smce com- 
pleted about nineteen chapters of the proposed Manual which have 
been circulated to all the officers concerned inc lu lng  the Chief 
Auditor for remarks. 

Tho accounts work of the Corporation is up to date except in 
respect of stores accounts which are in arrears in certain stations. 
This is not unusual in large construction works and is largely due 
to lack of an adequate number of experienced gccounts clerks and 
trained store-keepers. Every attempt is being made to bring the 
work up-to-date. 
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Paras. 12 and 13 

Are the DVC now in a position to assess the utility of the variow 
Semice Organisation's set up by them? What disciplinary action 
has been taken against the persons responsible for the *mage 
caused to some valuable machines of the Drilling division due ta 
mishandling? 

DVC's Reply. 

(a) : Mechanical Earth-moving Section at Hazavibagh : 

But for the activities of this centralised MechAnical-Earth-Mov- 
ing Organisation under the Soil Conservation Department the DVC 
could not have reclaimed lands out of the badly gullied areas in 
Bachhai, Singrawan and other localities in the Tilaiya catchment 
and iirould not have been in a position to resettle the families dis- 
placed by the Tiliaya reservoir. 4,951 acres of land were reclaimed 
till September 15, 1952. 

The Corporation is committed to find land for land and house 
for house for the displaced families. Most of the land available 
for reclamation was badly gullied which has naturally added to 
the cost of reclamation. 

(b): TimbeS Workshop at Maithon: 

But for the installation of this workshop, the DVC would have 
been forced to go to the local market at  Asansol or Calcutta and 
depend on contractors for the supply of its timber requirements. 
The DVC estimates that, compared with the market prices up to the 
end of March 1951. it was able to save about Rs. 40,0001- bv running 
its own workshop. In 1951-52, the corresponding k i n g  was aboui 
Rs. 23,000/-. 

The DVC's requirement of timber products during the rest of 
the construction will be heavy. There w ~ l l  therefore be ample 
work for the workshop in the next three years. It  is expected that 
by that time the demand for furniture and other timber products 
in the neighbourhood will sufficiently increase to run the workshop 
on purely commercial lines and thus establish a new industry in 
the Valley. The workshop has its own sawmill and seasoning kiln. 
More and more use of the timber found in the Valley will now be 
possible. 

(c) :  The  Repair Workshop at Maithon: 

A repair Workshop was started for servicing and repairing 
motor vehicles. The DVC owns nearly 200 motor vehicles of vari- 
ous types. If these are to be ~erviced and repalred at the nearest 
privately owned workshops, its work will suffer and the cost will 
be high. A fabricating shop including a moulding section has since 
been opened a t  Maithon. A workshop for attending to the repairs 
of the heavy Earth-moving equipment and their regular servicing 
has since been organised so as to reduce the idle time for such ma- 
chinery to the minimum. 
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This workshop has since developed into a fair size Engineering 
Workshop with a section for fabrication and another for servicing, 
repairs, overhauiing etc. of the heavy earih-moving equipment. 

shop with a moulding sectioh is now producing 
r dams and several requirements of the Electrical department. 
ngineering Workshop will be a second industry established 

in the Valley as a permanent feature. There is need for it in this 
industrial area. 

(d) :  Kiln at Bolcaro for mcmufacturing bricks departmentally: 
The worksites of the Corporation are at inaccessible places. SO 

bricks were difEcuit to procure. Either contractors were not forth- 
coming or they were demanding exorbitant rates. When orders 
were placed with contractors. the supply was not regular. On many 
occasions they defaulted. Accordingly, the Corporation decided to 
manufacture bricks departmentally. 

At Bokaro the cost of bricks manufactured departmentally was 
Rs. 28/6/- against the market price varying from Rs. 30/- to 
Rs. 35/- or more per 1000. The departmental manufacture result 
ed in considerable saving and convenience to the Corporation. 

At Maithon, too, bricks departmentally manufactured have 
proved cheaper than bricks obtained from the market, the difference 
being about Rs. 1.70 per 1000. A regdar supply has also been as- 
sured. 

The losses to drilling equipment which could not be determined 
in 1949-50 Audit Report, were subsequently reported by Audit Of& 
cer to be Rs. 20.6021-. This amount is made up of 4 items of 
Rs. 3,3831-, 1,6921-, 3,3831- and 12,1441-. The amount of Rs. 3.383/- 
represents the cost of diamond bits which were stolen while in 
charge of an official of the Corporation. An enquiry was conduct- 
ed. The officer was not held responsible for the theft. The other 
sum of Rs. 3.383/- is on account of damage to 4 diamond bits in 
use. The Corporations drilling expert considered that the loss 
was due to the unusually hard rock met in the process of drillinjz. 
The sum of Rs. 1,692/- is on account of the loss of the diamond bits 
which burnt out in use. Another 12 diamond bits costing 
Rs. 12,1441- failed prematurely. In the last two cases inexperienc- 
ed handling was responsible. 

There is very little experierxe in India in diamond drilling. 
Men operating the dcillings had to be trained up from scratch, 
Good handling can be expected only after operators had pained 
adequate experience. In the training process itself some loss is in- 
evitable. In the circumstances no action was taken against the 
oficer in charge of the work for the losses. 

ANNEXURE 1 

Contract with Messrs. Gruner Bros. was finalised after several 
weeks' discussions. They had asked for a ceiling of Rs. 21 l a b  
for their fees on the basis of the standard laid down in Continental 
Europe for consulting engineering services for works of similar 
nature. e 



The work relating to the preparation of main design had been 
done by the SCB at a cost of Rs. 4 lakhs. So Messrs. Gruner Bros, 
were asked by the DVC to reduce their quotation by this amount. 
Messrs. Gruner Bro$. argued that the fee of Rs. 4 lakhs paid;by the 
Corporation to the SCB was for the preparation of the mais, design 
of the entire Konar group of dams, z.e., Konar Nos. 1, 2 and 3 and 
not only for Konar No. 1 dam. They considered that a sum of 
Rs. 2,50,000 would be allowed as allocable to the preparation of the 
main design for Konar No. 1 dam and the hvdro power station and 
the balance of Rs. 1,50.000/- to the preliminary studies made for 
Konar Nos. 2 arid 3. Hence, they agreed to reduce their maximum 
fee to Rs. 18,50,000/-. The Corporation accepted this reduced 
amount of Rs. 18.50.000/- as the ceiling for their fee which is men- 
tioned in clause 2, article 111 of thcl contract ~vi th Messrs. Gruner 
Bros. 

I Secretary: Sd. S. Sen. 
Financial Adviser:  Sd. N. R. Chakravarti. 
Chairman: Sd. S. N. Mozumdar, 31-8-51. 
M ~ m b e r s :  Sd. P. P. Varma, 1-9-51. 

Sd. B. C. Guha, 1-9-51. 

ANNEXURE I I  

Extract f rom Contractors' letter dated May 23. 1950. 
* * * 

(9) Part 111, Clauses 6. 7 .  8. 9. 15, 20. 21. 22 .  24. 25 and 34.-It is 
understood that for items of work not included in the Schedule of 
Unit Rates forming a part of the contract we will be paid extra; 
tor instance the Scheduje does not include rates for- 

(a) Clearing of all trees. stumps, roots, brush rubbish and 
burning of all combustible materials etc. 

(b) Removal of unsuitable materials including top soil, rub- 
bish, vegetable matters of every kind, roots and all 
other perishable or objectionable materials. 

(c) Stripping the sites of borrow pits of top soil vegetation, 
roots, brush, sod, loam and other objectionable matters. 

(d) Scraping and rolling the foundation area. 
(e) Drilling and grouting. 
(f) Supplying specified sizes of stones in rip-rap and pladng 

the same by hand. 
(g) Slope drains for the protection of the bank on the down 

stream side. 
Ch) Hand placing rockfill in the toes of the banks. . 
(i) Prevention of the drainage from the road from entering 

the bank. 
(j) Surface treated macadamised roadway on the crest of the 

qam. 



(k) Concrete drainage pipes. 
(1) Inspection Shafts. 

(m) Application of compounds such as Inertol Rubberoid etc. 
\ * 

* * * 
~s t ra ; t  from DVC letter No. W. 5/28-3070 dated May 23, 1050 

in reply to Contractors' letter quoted above. 

Re: (9):  The items have been discussed with you. It has been 
agreed that the  schedule of rates given in Part IV of the ~greement 
does not include the following items, for which rates will be nego- 
tiated later if the Corporation desires to entrust the work to you: 

(a) Clearing of trees, stumps, roots, bushes and top soil; 
(b) Ploughing furrows in dam foundations; 
(c)  Supplying specified sizes of stones in rip-rap and placing 

the same by hand; 
(d) Surface t r e~ ted  macadamised road on crest of the dam; 
(e) Prevention of drainage from road entering to bank; 
( f )  Drilling and grouting; 
( g )  Application of compounds, such as Inertol, Rubberoih 

0 f 
a 8 



APPENDIX LVIII. 
MIHISTRY OF EXTERNAL AFFAIRS ) 

i 
Note oa Para 4 (b) of Audit Beport (Civil), 19SZ--Part I regardtng 

Overdrawal of Exchange Compensation Allowance. 
The facts of {he case have already been stated to the Public Ac- 

counts Committee by the Comptroller and Auditor General. The 
Foreign Secretary undertook to review the whole position and to 
report further to the Public Accounts Committee. 

2. The abuses discovered in the Missions concerned were:- 
(i) The practice of obtaining local currency by selling rupee 

cheques locally at  a much higher rate than the official 
rate of exchange. (1947-51). 

(ii) The drawal of exchange compensation allowance on the 
basis of false certificates. (From September 1949 to 
February 1951). 

(iii) The drawal of rent for hotel accommodation, house rent, 
travellin allowance and medical expenses in rupees by B means o Demand Drafts on Lndia instead of in local 
currency. o 

3. The obtaining of local currency by sale of cheques was a prac- 
tice in violation of the Indian Exchange Control Regulations as 
well as of the Regulations of the country concerned. 

4. As regards the drawal of exchange compensation allowance 
on the basis of false certificates, the position is that under the 
scheme for exchange compensation allowance every officer and 
member of the staff is required to declare the amount of money 
remitted to India each month and then exchange compensation is 
payable only on the balance drawn for meeting expenditure in the 
country of posting. The certificates are prescribed under executive 
instructions issued by the Ministry. The furnishing of false certi- 
ficates, though a matter of the utmost gravity, did not constitub 
a violation of the provis~ons of the Exchange Control Regulations of 
either India or the country concerned. 

5. The drawal of rent for hotel accommodation, house rent, T.A. 
and medical expenses in rupees by means of Reserve Bank of India 
drafts on India was completely irregular. The expenditure having 
been incurred in local currency in the country was reimbursable 
in local currenc only and there was no justification whatsoever for 
the practice fol r owed in the Mission. 

6. The Comptroller and Auditor General has already mention- 
td the unstable economies and local currency instability in many 
countries in the ears after the war. This case must be considered l againtd this bac ground which is important. 



I79 
f. f i e  situation in several countries was to say tho 

lesst chaotic. The exchange rates as well as local prices fluctuat- 
ea widely from time to time and sometimes from day to day. 
Generally the change was in an upward direction and the cost of 
living steadily increased and in some cases was doubled or even 
q u a d ~ l e d  after a period. 

8.  he pay and foreign allowances of the India-based officers 
and staff were fixed in terms of rupees. In the initial stages of 
the constitution of the Foreign Service there were organisational 
nnd other deficiencies abroad as well as in the Ministry at  home 
which led to delay in evolving suitable machinery for dealing with 
this problem. The only satisfactory method to enable the officers 
and staff to maintain a reasonable standard of living in such rapid- 
ly changing conditions would have been either to make frequent 
alterations in pay and allowances in rupees to correspond with 
changes in the local cost of living or to provide them with locd 
currency at a subsidrised rate of exchange to compensate for the 
increased cost of living. In the earlier stages owing to lack df ex- 
perience of conditions abroad and absence of organisation and lack 
of officers and staff in the Ministry at home neither of these al- 
ternatives could be put into effect. In such a situation officers and 
staff resorted to various practices and devices to meet the situa- 
tion on their own. 

9. Instructions were of course issued by Government and these 
were amended and elaborated from tirpe to time. In the absence 
of a thorough study of the situation on the spot, however, the ins- 
tructions proved to be defective in some respects. 

10. The earliest orders of Government provided for home 
remittances to the extent of basic salary and foreign allowance 
by means of Reserve Bank of India drafts. It  was laid down that 
these drafts should not be sold or negotiated but as the negotia- 
tion or sale of personal cheques on private banking accounts had 
not been specifically forbidden, the officers and st& took advan- 
tage of this omission to sell or negotiate them in the open market 
although they should have realised that in fact there was no essen- 
tial daerence between the sale of cheques and the sale of Reyve  
Bank of India drafts. Further, since Government therrsPlves 
authorised the sale of cheques or bank drafts on India on Govern- 
ment account in exchange for local currency in one or two posts, 
the officers and staff incorrectly drew the inference that the nego- 
tiation of their own cheques was permissible. 

11. As regards the drawal of exchange compensation allowance 
on the basis of false certificates Government realised that this was 
clearly a matter of the utmost gravity. Steps were immediately 
taken for the amounts improperly drawn to be recovered in full 
in addition to the punishment to be inflicted. 

12. In respect also of the drawal of rent for hotel accommoda- 
tion. b u s s  rent, T.A. and medical expenses in rupees by means of 
Reserve Bank of India drafts on India, the omcers and staff were 
guilty of r wactice for which there can be little justification or 
excuat., . 



13. The question of action to be taken against'the ofacers and 
staff who indulged in these malpractices was carefully considered 
by Government and it was decided not to resort to criminal pro- 
secution but to take disciplinary action under the Civil Servif~~ 
(ClnaPification, Contrbl and Appeal) Rules. The matter has lagain 
been reviewed by Government and it is felt that criminal ppsecu- 
tion was not, and is not, desirable for the following reasons:- 

(i) The offences were committed in foreign territory and 
prosecution would have been politically embarrassing; 
and 

(ii) Criminal cases always attract a good deal of sensational 
publicity and the adverse effect on the prestige and 
morale of the services caused by such publicity may 
far outweigh the deterrent effect of criminal prosecu- 

l tion. 

14. Government have also reviewed the question of punish- 
ment awarded in this case. The punishment originally recom- 
mended by the U.P.S.C. was one of dismissal. Governments first 
reaction was that this recommendation should be accepted. The 
officer concerned however appealed for more generous treatment 
and on further consideration Government dedided to draw the 
Commission's attention to the general background against which 
the offences were committed. The Commission on further consi- 
deration revised their orlginal recommendation and recommended 
that the officer concerned should be reduced in grade. Action has 
already been taken in accordance with this recommendation. 

15. Government have again reviewed the question of the . punishment awarded and feel that the case should not be reopened 
for the following reasons : - 

(i) The officer's age and his past record, which was good, 
have to be taken into consideration; 

(5) The currency in the country was most unstable and con- 
ditions there were even more chaotic than in other 
cauntries in the region. Some allowance must there- 
fore be made for the weakening of the moral resistence 
of the persons concerned; 

(iii) The moral malady to which the officer succumbed was 
one which, according to Government's information, 
affected officers of other foreign missions also in the 
country concerned, and was in fact the general pre- 
vailing pattern there; 

(iv) The punishment awarded is in the opinion of Govern 
ment sufficiently deterrent and the ends of justice, 
equity and public policy have been fully met; and 

(v) It wmld be against equity and justice to revise a deck 
sion already taken and inflict a severer punishment 
than that already imposed. 



16. As regards the other officers and staff of this Mission who 
had indulged in similar abuses, i t  was decided by Gwernment that 
action should be taken after the case against the chief offender 

decided. Notices calling for the ,explanations of the 
and staff have already been served and some replies 

These are now under examination. 
17. I t  was reported to Government that similar abuses had been 

indulged in by officers and staff of one or two ~ t h e r  Missions. On 
detailed examination it was found that this was not correct al- 
though minor abuses of a somewhat different kind had been indulg- 
ed in. In one case, after local inspection by a senior officer from 
the Wnistry, the Ambassador was recalled and strict warning was 
issued to the staff. In another case there was some suspicion but 
no offence was proved except in one individual case in which an 
oltlcer purchased i1 car by operating on the currency market with 
the approval of the iTead of Mission. The Head of Mission who 
acted under a misapp...:hension of the correct position was inform- 
ed of the correct interpretation of the regulations and the officer 
concerned was made to sell the car and to refund the advance 
taken and his ruptle remittances to India were suspended for 
several months. 

18. Government are greatly concerned about the abuses that 
have come to light and are most anxious to ensure that abuses are 
moted out and those guilty of such,transactions do not escape 
punishment. They are also taking steps to ensure that the ins- 
tructions in force are at all times clear so as to leave no loopholes 
for malpractices. With this end in vie\v t h e  following orders have 
already been issued : - 

( i )  Memo' No. F. lS(17)-,41/53, ciated the 3rd Sep~ember,  1953 
Imposing further restrictions on the maximum amounts , 
that can be rem:tted to Indla and elsewhere. 

( i i )  Memo.' No. F. 31(30)-AIIj53, dated the 26th -4pril. 1954, 
with which a revised form of the monthly statement 
of remittances and Eschange Compensation Allowance 
was circulated to all Missions. Accordin to Qe re- 
vised form it is necessary to declare al!! deductions 
made in pay bills as well as all remittances to India 
and other countries whether made through official or 
unofficial channels. 

( i i i )  Letter* No. F. 9(3)-EII/54. dated the 26th May, 195.3. in 
which the form of the declaration which each ofiicxr 
and member of the staff is re uired to sign was made 
fully comprehens~ve and an o 7, ligation was laid on 
Heads of Missions to check the declarations made by 
individual officers and members of the staff and to 
satisfy themselves of their correctness. 

lQ.'Government are also considering the question of abolishing 
the present Exchange Compensation Allowance scheme which has 
lent itself to abuse. - 

'Not prinkd 



20. A Foreign Service Inspectorate headed by two senior officers 
has now been set up. The Inspectors have already visited 13 M b  
rions and Posts abroad and are to visit every Mission and Post one 
after another. Apart from their other functions they are I speci- 
ficaIly required to enauire into, and to report and make nrecom- 
mendations to Government on, such abuses as come to their notice. 
Government have already taken suitable action on one such report 
and recommendation made by the Inspectors and will take suitable 
action in all cases brought to their notice in future. 

PREM KRISHEN 
Joint Semetary. 



APPENDIX LIX . 
b MINISTRY OF FINANCE 

(INDUSTRIAL FINANCE CORPORATTON) 
Nave any rules been framed by the Corporation for determining the 

!ines on which loan should be granted to the various fim and 
induviduals? If so, a copy thereof may be furnished. If not, a 
note stating the circumstances why this could not be done as laid 
down in the Act may be furnished. 

Certain principles for the rant of loans by the Corporation am 
laid down in the Act itself. % he Industrial Finance Corporation is 
authorised to grant loans only to Public Limited Companies and 
Co-operative Societies; firms and individuals are not eligible for 
assistance from the Corporation. 

The Corporation, under Section 6(2) of the Act, is required to 
act on business principles due regard being had by it to the in- 
terests of industry, commerce and the general public. The busb 
ness of the Corporation is to assist industry by making medim 
an@ long-term credits more readily available to industrial concerns, 
particularly in circumstances where n'brmal banking accommoda- 
tion is inappropriate or recourse to capital issue method is im- 
practicable. 

The Act also stipulates that- 
(1) the Corporation cannot give assistance for a period ex- 

ceeding 25 years; 
(2) the Corporation cannot sanction any loan without suf& 

cient security: 
(3 the Corporation cannot give assistance to any smgb 

concern exceeding Rs. 1 crore, unless the loan is guonto- 
teed by the Central Government, an the recorrupmda- 
tion of the Corporation, as to the payment of interest and 
the repayment of the principal; and 

(4) the Corporation cannot retain for more than seven years 
as part of its assets any stock, shares. bonds or deben- 
tures which it may have to take up in fulfilment of I% 
underwriting liabilities. 

Chapter VIII of the General Reuuiatians of the Corporati00 
rovides the manner in which the accommodation granted by the h rpbration will be secured. 

In the matter of advances to industries to meet their long-term 
requiremen@, the Corporation Is particularly concerned with three 
win& 

(1) The feasibility of the scheme and the p d t  earning 
cipacity of the Company. . 
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(2) The margin that it must keep in its favour betweeh the 
market value of the security and the amount advanced. 

(3) The manner in which the loan granted can be secured 
against the assets--whether by pledge,  mortgage,^ hypo- 
thecation or assignment. /' 

The Executive Committee or the Board which sanctions a loan 
studies the feasibility of the scheme and the profit-earning capa- 
city, the margin to be accepted in each case and lays down special 
conditions, if the imposition of such conditions is necessitated by 
special circumstances in any particular case. The standard terms 
and conditions of the loans are all included in the mortgage deed, 
a standard form of ~vhich was approved by the Executive Com- 
mittee. 

The question of what margin the Corporation should maintain 
was discussed at a meeting held on the 27th September, 1948, when 
the following decision was taken- 

"It was considered that having regard to the present high 
price levels and the possibility of a recession in prices 
in future, the Corporation should not normally grant 
accommodation to an extent greater than on a 50/50 
basis. In other words, the amount of the assistance 
granted by tha Corporation should not normally dx- 
ceed the borrower's own resources." 

The stipulation regarding the margin was aqain discussed by 
the Executive Committee at a Special Meeting held on the 20th 
July 1951, when it was decided that though a margin of 50 per cent. 
was a good guide, no hard and fast rule should be laid down in this 
respect and that each case should be decided on its own merits. 

A11 applications are referred to the various Ministries of Gov- 
ernment or to Special Advisory Committees set up for the purpose, 
on which the Government Departments have their nominees. This 
referqnce is made in order to ascertain the importance from the 
point of development of the industry and also to  seek advice on 
the prospects and feasibility of the scheme put up by a borrowing 
company. 

No rules have been made covering these points. As the Corpo- 
ration had been feeling its way and the circumstances of each case 
are different, it was considered desirable that the Board and the 
Executive Committee should retain the measure of flexibility 
granted by the Act and the Regulations to decide each case on its 
merits subject to the general principles adopted by the Board in ' m p e c t  of the points enumerated above. 

Authenticated. 

S. G. BARVE, 
Jdnt Secretmy. 



APPENDIX LX * 
MINISTRY OF FINANCE 

'i Note stating th ecircumstances leading to the 
Mr. Trasy by the Corporation. 

When the Sode~ore  Glass Works Ltd.. availed 

appointment of 

of the second loan 
of Rs. 7 lakhs on-the 18th December, 1951, they had produced a 
balance sheet as on the 30th June, 1951 and had sworn an affidavit 
that there were no outstanding liabilities beyond those disclosed in 
$he said Balance Sheet. A sum of Rs. 3.5 lakhs was made available 
to the Company; but immediately thereafter a notice appeared in 
the Calcutta papers that a petition for winding up of the Company 
was pending in the Calcutta High Court. A little later it was known 
that another petition was also pending in the High Court. In the  
case of both the petitions the Company had received legal notices 
long before the date on which the Mortgage Deed was executed. 
Another creditor attached the sum of Rs. 3 .5  lakhs released to the 
Company which was with the Company's bankers. Subsequently 
the winding up petitions n7erc dismissed or withdrawn on payment 
of the liabilities and the attachment got vacated. 

In vim. of the  company h a t m g  suppressed vital information 
from the Corporation and placed a sufk of Rs. 3.5 lakhs in jeopardy, 
it was found necessary to call for a more uptodate Balance Sheet 
so as to ascertain the actual liabilities of the Company. 

Past experience si~oivcci that t he  Company ivould not be able to 
prepare the Balance Sheet withln a reasonable time and it was ac- 
cordlngly consldcred necesary to secure the services of an expert 
who would not only draw up n balance sheet but would get the ' 

books written up and necessary statements prepared in the shortest 
possible time. hlr. Trasy who had recently retired as the Deputy 
General Rlanager of the Bharat Bank Ltd., and who had worked as 
Internal Auditor and Branch Manager of the Central Bank of India, 
Ltd., was considered a suitable person and he was invi tekto take 
u p  the work of preparing the balance sheet and preparing a system 
of chccks and balances, on a lump sum payment of Rs. 2,000 plus 
travell~ng expenses. as suggested by the Special Committee. It  was 
expected that hIr. Trasy uTould be able to complete the work in one 
month's time. hlr. Trasy jo~ned on the 12th January, 1952 As the 
books of the Company were hopelessly incomplete. Mr. Trasy could 
produce the balance sheet only on the 6th March, 1952, and handed 
in the report on checks and balances on the 21st March. 1952. His 
appointment was reported to the Executive Committee at  their 
meeting held on the 2nd February 1952, vide Managing Director's. 
Memorandum dated the 28th January 1952. 

The balance sheet and the report on the system of checks and 
balmces were supplied to Mr. S. Vaidynnatha Aiyer, a Member ot 
the Special Committee in charge of Accounts, and also one of the 
Auditors of the Corporation, and Mr. Trasy was asked to stay on . 

185 
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to discuss the things with Mr. Vaidyanatha Aiyer when the latter 
reached Calcutta. Before Mr. Trasy had finished his discussions with 
Mr. Vaidyanatha Aiyer, the third loan was sanctioned to the Com- 
pany, by the Board oh the 14th April 1952, and as it was expqcted 
that the Company would go into production within a short t '  le, i t  
was decided to have control over the operations of the Co 9 lpany 
to ensure that the system of checks and balances functioned pro- 
perly and that therewas no chance of leakage of funds or materials. 

I t  was proposed to utilise the servlces of Mr. Trasy as Internal 
Quditor, and Mr. S. A. Das, a re resentative of the Corporation a t  
h e  Sodepore Factory, as Stores upervisor. 

Mr. Vaidyanatha Aiyer in his report dated the 30th A ril, 1952, R bad drawn attention that he had made a suggestion to t e Special 
Committee that in view of the fact that the Company had not mam- 
tained proper records of the machinery purchased, it was desirable 
that ant  inventory should be prepared detailing the machinery with 
cost and that this list should be physically verified and tallied with 
the balance sheet. This was an important work and it was decided 
that Mr. Trasy and Mr. Das should undertake the preparation of in- 
ventory. 

On the 17th May, 1952, the Executive Committee were Informed 
that the irregularities pointed out by the Special Auditors were 
being looked into, that a system of checks and balances was being 
established and that an Intewal Auditor and a Stores Supervisog 
were being appointed by the Corporation to see that all goods and 
services were actually received for the moneys paid and that cash 
was received for everything that went out of the factory. 

In July, 1952, the Executive Committee were informed that 
Mr. G. S. Trasy and Mr. S. A. Das had been respectively appointed' 

, to the post of Internal Auditor on a sala of Rs. 1,200 per month, 7 and the post of Stores Supervisor on the sa ary of Rs. 600 per month. 
When the Corporation in accordance with the decision of t h e  

Executive Committee, dated the 25th October 1952, took over the 
management of the Company from the 1st November 1952, with the 
eonsent,and co-operation of the Managing Agents. and when the 
General Manager's post fell vacant from 1st November 1952, 
Mt. Trasy was appointed temporary General Manager a t  the written 

est of the Managing Agents. As no suitable candidate was avail- 
ab e in spite of advertisement and other efforts, Mr. Trasy was con- "i" 
tinued in his appointment as General Manager. Mr. Trasy's a p  
pointment was c o h e d  by the Executive C o d t t e e  at their 
meeting held on the 29th November, 1952. Mr. Trasy actually suc- 
ceeded &I getting the factory into production from the 3rd January 
lw. 

Mr. Trasy relinqufshed charge as General Manager on the lst 
July 1953, after the Board of the Company appointed another gentle- 
man as General Maaagtr with the approval of the Corporation, 

Authenticated. 
6. 0. BARVE, 

25-11-1954. 
Joint Secretary, 



APPENDIX LXI 

MINISTRY OF FINANCE 
(INDUSTRIAL ~ M M C E  CORPORA TI^) 

What are the cases which are generally referred to the Commerce 
& Industry Ministry before the sanctioning of loans to the 
Industries? 

I t  has been the general practice of the Corporation to refer all 
first applications received for financial assistance, either to the 
Ministry of Commerce & Industry or to the other appropriate Minis- 
t i e s  in charge of particular industries, as for instance, to the,Minis- 
try of Food & Agriculture, in the case of a plications from sugar 
companies, and to the Ministry of Works, J i n e s  & Power, in the 
case of applications from mining companies or electric supply under- 

Subsequent applications for additional loans are not re- 
ferre tpkinr to the Ministry, unless they involve new schemes. 

The policy of the Corporation in this regard had been explained 
In the First Annual Report of the Corporation (vide page 14) viz. 

3 "The Corporation also obtains the advice of the appropriate 
Ministry of Government with regard to the scheme put 
forward by the industrial concern. The Corporation 
has been receiving the co-operation of the Ministries 
of Government particularly the Ministry of Indnstrp 
and Supply, and the Board would like to place on 
record their appreciation of the advice and assistance , 
received from the various Ministries. The Corporation 
also refers In appropriate cases to the CounciI of Scien- 
tific and Industrial Research and their ofecers for 
technical advice with regard to the schemes receive& 
from industrial concerns. In some cases, a r r a n g m e n b  
are made for an investigation to be carried out by tech- 
nical experts, both ofticia1 and nonsfficial, known fra. 
their knowledge of the industry, who are asked b 
report on the technical aspects of the scheme. me 
rodustrial concerns are given opportunities to send W 
own experts to discuss their schemes with the Colt 

ration s Advisers and in the presence of the Managing 
Rrretor? 

Authenticated. 

S. G. BARVE, 
Joint Secretaty 



APPENDIX LXII 

Sturcmtnf showing the expmdi~ure on esrabIishrnenr year by year  by calqories, frc m 1949 to 
, 1954 ' 

No. ot KO. of No. of 
Amount Offi- Amount Offi- Amount Offi- 

cers cers zers 

' 
Senior Officers . I,I2,579 5 6 (6) 1,56.5:2 r5 4 ( 7 )  I,;7.3.+; I 6 (6) 
Junior Officers . IZ.SYZ 7 0 (3)  23.154 1 4  o (4) 31,653 3 0 (4) 

Subordinarc Sraff 11,146 2 o (20) 20.327 10 g jc:  25.123 7 2 (34) 

S,I, ~ ) f  No. o f  So. of 
r2mcttusr Ofh- Amount Off- Amount Of& 

C L ~  ccrs ccrs 

w o r  dfficers . J,-C~.g53 13 c -5, I.-L..059 0 0 ( 7 ,  Z.ob,\69 I o ( S )  
Junior Officers . 42.21- 5 CJ 6 6 . 6 ~ 4  10 0 (10)  bg.;gb 12 y (15) 
Superintendents & 
Clerical Staff . r,~r.h:6 ro o (53, 1,62,4; I o ( j b )  1,66,2:h h o ( 5 9 )  

Subordinate Staff . 29.596 15 0 (34) 34,213 I 0 (32) 3 7 , ~ '  I 0 (33) 

.N. B.-(i) The incrcaw tn establishment c a t s  for senior ofkcre for the period ending 
30-61954 over thar of the previous year ir explained by thc aeation of a 
post of Technical Adviser to the Corporation on u salary of Ks. 3,0001- per 
month. 



(ii) So for as the increase in estobliehment costs in respect of junior oBicerr and the 
inacme in number for the period ending 30-6-53 and 30-6-54 is concerned, 
the explanation is as follows :- t 

the work of the Corporation increased, it was found necessary to incress- 
the number of posts of Assistant Accountants. 9 This accounts for the in 
crease in the number of junior officers' posts from 5 in 1952 to 10 in 1953' 

I The increase of 5 further posts in 1954 over that of 1953 is explained b 
the need to create r posts of Assistant Managers, I p t  of Accountant an2 
z more posts of Assistant Accountants for similar reasons. Most of the 
additional posts created were filled by promotjog. 

Authenticated. 

S. G. BARVE, 
s 

Joint Sccretury. 



APPENDIX LXIII 

3W-s- the prrccnr c of uzablishmeut cirarqes as ccmfarrd to the uorkit'g expmsu 
of the 8iporat ion year-wise s m e  its i n c t p i m  - 

Year Total Expenses Establishment Pe rccntage 
expenses 

.---- 
Rs. Rs. 

(in lakhs) (in Iakhs) 

Authenticated. 

S. G.  BARVE, 



APPENDIX Lxm 
MINISTRY OF FINANCE 

(INDUSTRIAL FINANCE CORPORATION) 
Note on the question whether any companies which had rm-68 

of thet oyn had been panted Loans by the bdu&ial 
Finance Corporation. 

There are no cases where the Corporation has lent money to any 
company who had cash resources of their own td finance the scheme 
submitted to the Corporation for the grant of a loan. The Corpora- 
tion has even refused to sanction loans in those cases where the - 
companies had locked u their resources in holding shares of other 
concerns, and has askeg the companies to liquidate their invest- 
ments for financing their schemes. 

2. The question presumably is whether there were cases where 
the Corporation had granted loans to companies which would have 
been able to raise finance from the capital market. Considedng the 
fact that the capital market had been generally dull in recent 
years. it can be stated that, generally speaking, no company who 
had come to the Corporation would have been able to raise money 
in the capital market on favourable terms. There is, however, no 
way in which this fact could be tested. as it is im racticable to ask I appkcant companies to go to the market first an  prove that they 
have failed to get a response from the market before their applica- 
iions are considered as eligible by thg Corporation. The Companies 
approach the Corporation and sublect their &airs to detailed 
scrutiny only when they need finance urgently and there is no other 
source from whlch they can raise their resources required on 
reasonable terms. In this connecbon, the following observations 
made by the Board of Directors of the Industrial Finance Corpora- 
tion would be relevant: 

"The Board are of the oplnion that an application made to the . 
Corporatlon 1s Itself evidence of the inability of the 
applicant company to ralse equity capital or debenture 
capital in the capita1 market on easy terms. There- 
fore, it is unnecessary to insist upon an applicant p m  
ducing proofs of his having tried to raise ca ital pre- 
viously on the capital market and failed to o& the 
necessary funds. Such a practice, if enforced, would 
make the Corporation an  agency only for financing 
companies which did not enjoy credit or repubt iob  
We do not think that that was the intention of the 
Parliament. There is also the point which is to be born 
in mind that when a person needs money for capitol 
expenditure, he needs it urgently and this extra process 
would have meant long avoidable delay and a ~ t d  
adversely the position of his concern." 

Authenticated 0 

Joint Secretary. 



APPENDIX LXV 

MINISTRY OF WORKS, HOUSING AND SUPPLY 
Note re: Para 47 of the Audit Report (Civil), 1952 (Part I)-Number 

and money valuea of outstanding audit objections accumulated 
after 1950-51. 

A statement showing the number of items of audit objections 
nnd money value of the objections accumulated against this Minis- 
try after 1950-51 and upto 1953-54, is given below:- 

Organisation concerned 

Central Public Works D-partrnent 
Directorate General of Supplics St 

Disposal . 
Estate Office and the Deparunent 

of Stationery and Printing . 6 

No. of out- 
standing 
objections 

Money value 
thereof 

Rs. 
24,77.1 I ,195 

The 9th May, 1955. 

M. R. SACHDEV, 
Secretarg. 



APPENDIX WNI 
MINISTRY OF WORKS, HOUSING AND SUPPLY 

Note 4 under Grant No. 104 on page 806 of the ~ppraprf . th  
Accounts (Civil), 1950-51, 

The followin are the cases mentioned in Note 4 under Grant 
No. 104 (C!apl$ Outlay on Civil Works) on page 606 of the &- 
propriation Accounts (Civil), 1950-51:- 

(1) In the case of rehabilitation works chargeable to sub-head 
A1 and works in Andarnan and Nicobar Islands chargeable to stab- 
head A2, speciflc allotment for each major work was not sanctioned 
by Government before the close of the year in disregard of depart- 
mental rules. 

(2) Budget provision (Rs. 20,82,600) for certain works was SUP 
rendered during the year for want of administrative approval b 
these works. 

(3) In the case of Andaman and Nicobar Islands, a pmvisi0I.l 
(Rs. 39,800) for works chargeable to sub-head A4 was erroneously 
included in the lump grant for works debitable to sub-head A.2 

2. The steps taken to prevent the r v e n c e  of such casm are 
indikated below:- 

Item (I).-The policy of the Government was to provide accom- 
modation to displaced persons as early as possible. On account 
of the urgency of the situation, the works were undertaken a8 and 
when the schemes were ffnalised. All these schemes for nhabillta- 
tion were considered as one project. Similarly, lump sum provi- 
sion wes made for works in Andaman and Nicobar Islands as almorrt 
all the buildings in the islands were being reconstructed after the 
war. The Rehabilitation works and the reconstruction of buildings 
in thc Andnmnn and Nicobar islands were treated as one scheme. 
The omission to sanction specific allotment for each major work 
before the close of the year was noted. and in the subsequent fb 
andal years, such specific allotments were made and convey& to 
the Accountant General, Central Revenues, before the close of the 
year. With effect from the year 1955-56, specific provision for indi- 
vidual ma'or works as required under rule 22 of Appendix 6 of 
C.P.W.A. &ode is being made in the budget estimates in the cam 
of rehabilitation works also. 

ltvm (2).-This Ministry has ahead taken up the nerd q u e  K tion with the Ministry of Finance wit a view to &g s t e p  not 
to make budget provision for such works as are not administratively 
opm* 

2- (3).-This was a mistake which came to light at a later 
stage and does not necessitate any procedural change etc. 

M. R. SACHDEV, 

Tha 7th A ~ T U  1965. 
samtmy. 

I93 
%S L 6. 



APPENDIX LXViI 
MINISTBY OF WORKS, HOUSING AND SUPPLY 

Pages 646-647 of the Appropriation Accounts, 1950-51-Purchase of 
Reserve Stores by Ministry of Industry and Supply (Group 
Head J)-Prekent position of outstanding recovery of Rs. 62,263. 

Out of the total sum of Rs. 62,263 outstanding on 1st March 1954. 
a sum of Rs. 2,374 has since been recovered. Of the balance of 
& 59,889, a civil suit for the recovery of Rs. 23,237 has been insti- 
tut& against a party in the Calcutta High Court. Tne suit has 
not yet come up for hearing. The claim for the remaining amount 
of Rs. 36,652 was referred to arbitration according to the terms of 
the Fontract agreement. The award given by the Umpire in these 
arbitration proceedings has been challenqed by the Party concerned 
in the Punjab High Court. The account cannot be finalized until 
both these cases have been disposed of. 

M.  R. SACHDEV, 
Secretary. 

The %d November 1954. 



APPENDIX I;XVIII 
v 

MINISTRY OF FINANCE . 
b 

Note from the Minishy-of Finance re: Item No. 124-C of the State- 
ment of Outstanding Recommendati~ns* 

SUBJECT : -Sanctions to the write-08 of losses at appropriate leweb 
both in the administrative Ministries and in the Ministry of 
Finance. 

The present position is that the administrative Ministries are 
empowered to write-off losses upto Rs. M,000 in each awe, but if the 
losses are in respect of irrecoverable value of Stores not due to 
theft, fraud or negligence the monetary limit is Rs. 25,000. Pro- 
posals involvmg write-off of amounts exceeding these limits r-uire 
the concurrence of the Ministry of Finance. In the administratlve 
Ministries as well as the Finance Ministry, a convention has been 
established that officers at suitable levels deal with such cases, d e  
pending upon the seriousness of the various considerations involved. 
The seriousness does not merely depend upon the amount involved. 
In the circumstances, it is felt that it is perhaps unneces- 
sary to lay down rigid limits, based upon the amount of the loss, 
for detcrmlning thc levcl of Officers who should deal with such 
cases. 

It may be observed that the powers of the administrative Minis- 
tries are already restricted S o  fat- as the Finance Ministry IS mn- 
cerned, we have further l a ~ d  down a procedure that all cases involv- 
ing a loss of over Rs. 5 lakhs would be dealt with under the orders 
of the Deputy Minister. Finance. The administrative Ministries 
h a w  also been requcstcd t w u c h  cases 1.e those involving 
a loss of over Rs. 5 lakhs should, in future. be dealt with under the 
urders of their Deputy Ministers or Ministers before the cases are 
referred to this Ministry for consideration The above, we trust, 
would meet the requisements of the case 

J. D A Y A ~ .  
Joint Secretary. 



APPENDIX LgIX 
I 

MINISTRY OF INPORAUTPON AND BROADCASTING 

-t ah- the rdo. at Tmmodtter Bqdpmeat porchued ia vui001 J.ur 

of equipment Value of Value of Value of V+E of 
equipment equiparent equipment e q u l p a t  

p- i putched in purchased h P\lfdlOlKd m 
1949-50 1950-51 1951-52 1952-53 

Mcdirmr wave tmamittcrs in- Rs. Rs. R& 
cIuding sub-strticm & power . . 30AIs3oz I9,5&739 . . %P,851 

Short wave tnrnsmittur . . . . . . . . . . 



b MINISTRY OP mPORlHATION AND BROADCASTING 

I. Copies supplird for winraining cordiol 
wlalion : 

(a) To brondcuting Organhations . 
(b) Prominent Penons . . . 

2. Co ks ru lied to members of various 
~dISIory L n m  . . . 

?a) Sok Agents through whom 
the advertisements arc re- 
ceived . 

(6) For advertisers' who;= adver- 

j oumd 
tisementr appear m the 

1 
5. Copies supplied to o&ccnl& foc 

o ~ w  . . . . .  
6. Permanent Govt. sewants working in 

AIR posmsing d o  sets. . 



APPENDIX tXXI 

MINISTRY OF EDUCATION 
Appropnatiod Accounts, 1950-51 and Audit Report (Civil), 

1952 Part I 
Para. 34(i)--Non-lapsing Grants 

No prior confirmation was obtained from the Delhi University, 
but the payment of Rs. 4 lakhs was made on the definite under- 
standing that the colleges concerned must find an equivalent sum 
to complete the first stage of the work and that the Government 
money should be released by the University in instalments to the 
extent of only 50 per cent. of the certified cost of the completed 
portion of the running work till the  ceiling of Rs. 4 lakhs was 
reached. The fact that the total cost of the work in question as 
cxarnined and certified by the Central Public Works Department 
of the Government of India exceeded Rs. 8 lakhs, shows that this 
condition was fulfilled before the Government portion of Rs. 4 lakhs 
was actually released in instalments. 



APPENDIX LXXn 

t MINISTRY OF EXTERNAL AFFAIRS 
Note on the question of recovery of a sum of Rs. 1,15,080 from the 

Nationalist Chinese (K.M.T.) Government-Ikrn 121 of the 
Statement of Outstanding Recommendations* 

The question of recovery of the amount from the Government of 
the People's Republic of China was taken up with their Ambassador 
in India early in 1951. Since then, this Ministry has been reminding 
I he Chinese Embassy in New Delhi continuously, but their reply has 
always been that they have referred the matter to their Government 
for orders Efforts are being continued to recover the amount and 
the Indian Embassy in China has also been asked recently to take up 
!he question with the Chinese Government. So far the claim has 
neither been accepted nor rejected by the Chinese Government. 

2 The actuaI amount recoverable in Dollars namely $27,20641 
was intimated to the Ch~nese Government, the rupee equivalent ,of 
which is Rs. 129.230 and not Rs. lJ5.080 as shown in the Commercld 
Appendix (Civil) to the Appropriation accounts 1948-49. 

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

'.%@ Appendix I (Vol. I-Report). a 



APPENDIX LXXlII 
GOvERNMmT OF mDIA 

MINISTRY OF TRANSPORT 
(TRANSWRT WWO) r 

NO. WTAG(19) /53. 
N e w  Delhi, &tea the 24th Match, 1954. 

MEMORANDUM 
Snnm.-Recorn- of the Public Accounts Committee on the 

Accounts f m  the year 1949-50.-(Item 67 of the Statement 
of Outstanding Recomnaen&W*). 

In item 67 of the Statement showing action taken or proposed to 
be taken on the x~cornmenciations of the Public Accounts Committee, 
the Committee desired t h a t  

(a) the finances of the Delhi Transport Service should be put 
on a stable footing; 

(b) that timely submission to Parliament of Audit Report on 
the Accounts of the Delhi Road Transport Authori 
required by sub-section (3) of section 38 of the %g 
Road Transport rluthority Act, 1950, should be impremid 
upon the Authority. 

The action taken on the observations of the Public Accounts Com- 
mittee is briefly as follows:- 

(a) Financicrl position of the Delhi Road Tmnsport Authority. 
In view of the losses incurred during the yeam 1950-51 and 1951-52, 

the Delhi Road Transport Authority appointed in July 1952, a Com- 
mittee to enquire into the working of the Delhi Transport Service and 
to suggest measures for effecting improvement. The Committee sub- 
mitted its report on the 26th July, 1952. The Authority is taking 
various steps to improve the services in the light of the rpcommenda- 
tiane af the Committee. 

~ 

The improvements brought about as a result of the im lementa- 
tion of some of the immrtant recommendations of the & mmittee 
are briefly as follows : - 

(i) Concentration on the dcient  Thm has been no expension Sn the 
working of the existing router c f operation hut in view of 
and anuolid tian of fln~nchl pressing demand for transport ficili. 
pc&h bfo-e embarking on tier, from outlying colonin art.tn 
ochemcr of exparjon. routcr were r xtmded and divert d. 

ScvetPt rubridivy mte w m  dm 
mzed and frequency of KNicer en. 
banad to cater for the gmdng 
o d m  dprf15c. - 

SU Appmdb I Vd I--Repon) 
200 
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(ii) ~ t r u c d o n  of four 
md a Central workshop. 

(ii) Prtwntive MatntenaLIa 

b 

(iv) Traffic survcyo and ad)-- 
menm in services. 

(1) Changes in orgaaisatiorr in 
911 Dc'partmmut. 

(vi) Increase in earnings. 

(vii) Improvcmcnts in flea posi- 
tion. 

Tbec!omrabodtffo depaclfrrr 
km completed and the ao~nrtlon 
dthc workshop ha0 been up. 

-Pmrcntive *Mntrtenancxn crynan 
hw beta introduced in the depot 
workshops, with the re!suAt tht 
-downs on the road hsve decrres- 
ed. 

T r a c  8urveys*have been clrrird out 
oo almost the rout- and mom* 
tima in time table have been canbd 
out to meet in full the traffic seed, as 
far aa ~ d b k  with the &sting flstt m 

(a) The strength of the st%fF has 
km reviewed and fixed on a mom 
ntW basiu. 

(b) Tbe Stom Deparomcllt hPs 
been rc+xgddarrd k d e x  System 
ofmPiD-ce of stock records in- 
troduced. 
A new aowa of himme to the 

Dclhi Road Tmspon Authority was 
tapped by accepting advertiseme~1ts an 
burcs , which L m y  to yield m 
annual m u e  ofmorr thhm rupaes 
one iakh. 

Before the current financial y a u  
nms out an addition of 70 new diasl 
cogbed buses with a lases amying 
capxityatcerpectedto kaddcd to 
the fk t .  During the =xt fbmchi 
gar, it is propoeed to buy q o  mort 
vehicle in order to strcqBLhQ the 
Beet to the target of 400 buse3 envi- 
saged in the Fust Five Year Plrn i. a 
aytarinadv9rrceoftbcbugctdrtc 

( b )  Submission of Annual Accoruztr od A W r  Reporf them- 
on to the Parliament. 

The Annual Accounts of the DelM Rood m r t  Authuri far 
the year 1951-52 have been audited by tbe Accountant 7 ood, 
Rehabilitation and Supply. A oopy af the Accounts togdhet with the 
Auditor's Re rt will be laced b e f m  Prrhment goon rfLa the &- 
aunts have E n  uioptJby the ~utbority. 

The date of completion of the Annual Aeoounto under tbe Ddhi 
Road Transport Authority (Audit) Rules, 1881, ok 18th Sum, has 
since bcen chan ed to the 30th SepOcmber, of the toll 
consultation wi f the Comptroller a d  Auditor General of 
d t a b l y  amending the Rulea Sttp have alao kcn taken to ensure 
that ba hrkM the Annual Acoo~b,to of the Authority ue made amil- 
able to Audit for scrutiny by the dur date. 

K Yc AYYAR. 



. .. - 
APPENDM LXXIV 

MINISTRY OF HOME AFFAIRS 
Note on item No. 42 of the rcommendations of the Public Accounts 

Committee (1949-50) 
Recommendations or 

Suggesn'ons 
The looseness of procedure which 

was resptnsible in the present case 
fcr the eventual lzss of over half a 
more of rupees to the Public Ex- 
chequer should be investigated by 
Government immediately and clew 
instructi~ ns laid duwn for futurc 
for the warnination of proposals 
involving huge financial ctmmi t- 
rnents at all levels, namely, Cabinet, 
Ministerial and Secretarial. 

Action taken or proposed . 
ro be taken 

A11 the Ministries of the Govern- 
ment of India have bcen advised to 
issue 'Departmental Standing Or- 
ders' laying down powers, duties 
and resp msibilitic~ of the Wious 
grades of oficcrs specifying cases or 
classes of cascs which should be 
brought to the pers nal notice of the 
Min~s ter-in-Cnarpe . (So far as this 
Ministry is con:crnd, action to hy 
d( ,wn 'Depdrtmental Standing Or- 
ders' has already been taken.) Copies 
of the C~~mmunicoticns issued in 
the matter are cncl,,sed 

R. C. DUTT, 
Joint Semetaty. - 

ANNEXURE I 

MINISTRY OF HOME AFFAIRS 
New Delhi, the 21st April, 1954. 

Smurm.-Fn>ctdu+c regamling aubmamm . . and disposal of cases. 
The Public Accounts Committee had an occasion recently to look 

into a case which had resulted in a substantial loes to the Public 
Exchequer. The Committee attributed this loss to the looseness of 
procedure, confusion of thought among the various officers as to tltelr 
respective roles, and want of proper a rtionment of responsibility 
among the various authorities in the d!?&y concerned; and recorn- 
mended that these matters should be investigated by Government 
and clear instructions laid down for the examination of proposals at 
rli levels, namely, Cabinet, Ministerial and Secretarial. 

2 'n~e Ministry of Home Affairs have examined the above recam 
nw~ttatlon of the Publlc Accounts Committee in detail 4 t h  refer. 
rnce to the case in.question and are satisfied that the ~ n s t n r ~ ~  
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already issued and those propoped to be incorporated in the reviaed 
Rules of Business and Secretariat Instructkms and in the 1\Banual 
of Oifice Procedure make adequate provision for the proper ex9mi- 
nation and disposal of cases at  appropriate stages. Nevertheless, it 
must be admitted that in the very nature of things it is not 
possible to prescribe in detail the circumstances in which cases 
should be submitted to higher levels for decision and a certain 
amount of discretion must necessarily be left to the &cer handling 
a case. Any mistakes arising out of the exercise of this discretion 
can. however, be avoided, or at least detected soon after they occur, 
if Departmental Standing Orders of the type envisa ed in the 
Ministry of Home Affairs Office Memorandum No. 9 / 3 ? 5 1 - ~ ~ ,  dated 
the 20th November, 1951* are issued by Ministries laying down 
inter atia the powers, duties and responsibilities of the various 
grades of officers and specifying cases or classes or cases which 
shculd be brought to the personal notice of the Minister-incharge 
it  is, therefore, requested that pending the issue of the revised 
Rules of Business and Secretanat Instructions and ManClal of 
Office Procedure, Ministries/Departments may take suitable steps 
( ~ f  not already taken) to ensure:- 

(i) that the Departmental Standing Orders of the type referred 
to in paragraph 4 of the Ministry of Home M a i r s  Office 
Memorandum of 20th November. 1951 referred to above 
are issued and observed strictly; and 

( ~ i )  that weekly statements of c p e s  (other than those of a 
purely routine nature) disposed of without the personal 
consideration of the Minister are submitted to the Minis- 
ter-in-charge regularly. 

3 The act~on taken on this Office Memorandum may please be 
intimated to this Ministry as early as possible. 

Sd/- R. C. DUTT, 
Joint Sectetary. 

To 
All the W n ~ s t r ~ e s  of the Government of In&a; Planning Commis- 

sion; Department of Parliamentary Affairs; Prime Minister's 
Secretariat; Cabinet Secretariat; President's Secretariat. 

ANNEXURE I1 
NO. 9/3/51-RE 

C ~ V E R N M W T  OF ~ D I A  
MINISTRY OF HOME AFFAIRS 

N e w  Delhi dated the 20th Nwember, 1951 
OFFICE MEMORANDUM 

Suwm.-Weekly sfntement of cases dispotcd of in a Miffistry toith-0 
out the personal considenrticm of the Minister. 

1: A case recent1 came to notice from which it  appeared that at  
present not all the h inistries submit to their Ministers a periodid 
statement of cases disposed of by Secretariat officers. A scrutiny of 

--.- - - - -- - 1 - -- - ---- 
.See Anncnvr 11. 



these statements enables a Minister to &A out whether any caoe has 
been disposed of in a mnnner con to his policy or deab and to 
~e urgent steps to . any xr2Zes. 

2. It will be as well to refer to following provisions in this respect 
in the existing Rules of Business and secretariat Instructions:- 

(a) "Save as otherwise mvided ..... .cases ahall ordhdily be 
submitted b the %,tary in the Department to which 
the SUM& &longs, for the  purpose^ of the tlnt perusal 
of papers and of the initiation of orders thereon to the 
Member (Minister) in charge of that Department." 
(Rule 3); 

(b) "Cases of minor importance shall ordinarily be disposed d 
by, or under the authority of, the Member (Minister) in 
charge of the Department to which the subject belongs." 
(Rule 4); and 

@) "It shall be the duty of the Secretary in the Department to 
which the subject belongs to submit every awe which he 
is not by the practice of the Department competent him- 
self to dispose of, in a complete form, ready for orders 
to.. . . . . the Member (Minister) in charge of the Depart- 
ment " (Instruction 44ecretariat Instructions). 

3. The Ministry of Home Mairs have had under consideration the 
revision of the Rules of Business and Secretariat Instructions so as tb 
bring them into conformity with the provisions of the Constitution of 
India and the Cabinet decisions on the reorganisation of the machine 
of Government, and preliminary drafts of these have k e n  pre& 
The draft Rules pmvide as under : - 

"Subject to the provisions of these Rules, in regard to 
(a) consultation with other Ministries or Department, or 
(6) submission of cases to the Prime Minister, the Cabinet or 

its Committees and the Pnsidmt. 
all business dot ted  to each Ministry or Department shall be dispos- 
ed of by, or under the direction of the Minister-incharge." 

4. Draft Instruction 6 of the tE= Secretariat hstmctioas pro- 
vides that ''Consistentl~ with e ea and these Instructions and 
the Manual (of Oface fiocedure), the Secretary in a b5stry  or a 
Department shall, with the approval of the Minister-in& e, frame 
"8. rtmental Standing Orders for regulatin allocation o subfacb 

f, 9 
an procedure for disposal of work within t e Ministry or Depart- 
ment under his charge. Such Departmental Chdtm shall provide, 
inter alia 

(a) for detailed distribution of sub ects allotted to the Itfinis 
or Department am* the W&p, Divisions, Branches a 3  
W o n s  of the Ministry or the Dcputment; tbe chrges 
of the various ofscers, their powem, duties and rsrponrG 
bflfties; and rouung of csKI; 

(b) for -ianr of c~rcr or d.uurr of cases which &all k 
brought to the penonal notice of the Minfrrtsf.-; 



(t) for eubmisdon to the Minister of a weekly statement of 
crcresotherthanthoseofa~~~tiwnatuedirporsddin 
Department without pcrsonol amaideration by the 
Ministn." 

Draft Instruction 7 provides that "care ahodd be taken.. . . . .that 
decisions reached as a result of.. . . . . persond as well or tbt 
reasons which led to the decisions in question, shall 
record." 

5. It will be sometime before the proposed Rules and Instntctiaas 
are Analised. When the draft Secretariat Instructions and the Draft 
Manual of Office Procedure are approved and published, there should 
be no room for any confusion because these will ensure the issue of 
both Standing Orders and the periodical submission to the IUinWer of 
lists of cases disposed of by secretariat of8cers. Meanwhile (in view 
of the importance of the subject) it has been decided that all Ministries 
which do not at present submit weekly statements to their M w  
should be mquested to make arrangements to do so at unce. W h m  
there are no Standing Orders of the nature referred to in para. 4 
above, the issue of such Standing Mers may a h  be considered. 

Sd/- R. A. GOPALASWAMI, 
Special Secretory to the Cooernmmt of I& 

Po 
AU Ministries and Department of Parliamentary A f t a h  

No. 68/103/WAdrnn. 
GovEmxmT or INDIA 

MINISTRY OF HOME AFFAIRS 
New DeZhi-2, thc 19th Augwt, 1934 

s 

OFFICE ORDER NO. 23154-PART IZ 
Instructions wem issued in 1947 that the ofbexs in this Mbbky 

should keep a ncard of all important cprer dbiposcd of in the MhWry 
without the personal consideration of the Minister a d  submtt a 
weekly statement of such cases to the Public Section for aamdidaool 
and submfirsion to the Mfnister through the Sccrttary an 
Monday. Pua. 50 of the draft Manual of Odaa Procedun now in 
force makes it clear that the weekly statement should ecmsr "dl 
caua other than those of a routine natun" and not merely arra which. 
the person preparing the statement considers to be "important". 

The Reorganisation Section has n q u d  that maitable 
be trbcn to ensun that such statement8 azr submitted to the =%Gz . All Section OfBcxm are, theldare, rsqrtcstsd to send to 

Section on eyery Saturday a weekly statement of aIl  
- th .ntbaco?amutinenaturediqraddwithotxt the~  



consideration of the Minister/Deputy Home Minister. The Public 
Section will then condidate these statements and put them up to 
the Secretary or to Joint Secretary 11, bs the case may be, on every 
Monday so that they ma be passed on by the SecretaryIJoint 
Secretary I1 to PrivPte iecretaxy to Home MinisterIDeputy Home 
Minister on Tuesday each week. I 

Sd/ -  N. N. CHATTERJEE, 
Deputy Secretam. 



APPENDIX LgtXV 

MINISTRY OF HOME AFFAIRS 
8 

Siotemmi showing action taken or proposed to be taken on the recommendarions of 
the Public Accounts Committee 

- - - - - -- -- -- A -. - 
Para 

Item Year of of the Recommendations or sugges- Action taken or proposed to be 
No. Report Report t inns taken 

62 1949-SO !lV) 37 In order to ensure speedy 
disciplinary action being 
taken against officials who 
arc found guilty of ncg- 
lccting public interests or 
of dercilction of duty, thc 
desirability c)f amending 
urticlc 3 1  I of the Consti- 
tution should bc considered 
with a view to securing a 
fair balance between the 
interests of the State and 
thc individual public ser- 
\dnt. 

8 

A cvrcful stud) si~vuld bc 
made of the procedure and 
practicc ft~lloned in this 
respec! in other democratic 
countrlcs. 

Instructions have already been 
issued regardirg ncminatlon 
of specified officers for en- 
ductmg enquiries wit a nm 
to their speedy an cxpedi- 
tious disposal. 

'f 
This has bccn examined and the 

conclusion rwched is that the 
provlsrons of article 3II(2) 
embody a salutary principk 
of juvice and public p c k y  
viz., that no man shou a be 
condemned and puniahcd 
without a reasonable oppor- 
tunity of defending hrmpelf 
and showing cause a p n s t  
the action pmjwsed to bc 
taken. There is no g d  r a -  
son why there should tu 
objection to compliance with 
this. 

'l'hc mpin stagc is that of the 
cnqurr)' when the officer is 
furnished with a charge-sheet 
evidence 1s recorded, and be 
puts forward his defence, and 
argues nut his q e .  The 
enquiring officer after com- 
~ k t i n g  his enquiry submits 

is repor!. If the of6ce.r is 
found guilty of the 
and it is roposcd to im 
one of tL major p e m E  
of dismissal. removal or re- 
duction, Article 3 I I (2 )  w r d y  
requires thnt h e  will be 
an opportunity to & ol 
re mentation against rhc s p  
&c punishment 
Rivr to that s u p .  
urc u n p r w d .  and the Govern- 
men! scrvunt cu\nclerncd is 
not trr a position to  show 
cmusc against thc &cur 
posed until specific kd%% 

. - - . . .. - 
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I m Y t w o f  ofthc P ; ~ ~ - L ~ e r a a * l . ,  ~ ~ o t ~ t a b e  

&port tiaul tJao 

orr chrlper yiart him hm 
kraobsdrrrdtbsqaradr 
for ruch da wemdc 
l!x,owntob.dhR,*m 
ream why thue rboukl k 
my d e l y r t t b ~ d  
8borQl came. 

q ~ t i o n ,  barcPer of adt- 
" W o n "  tram th 

&Cope of Artlde 311 (2) Md 

tion. 



' MINISTRY OF COMMERCE AND INDUSTRY 
Para 9(a) Olf Audit Repwt (Civil) 1952-Part I.-Swage of articles 

in a private warehouse. 
A copy of the instructions issued to guard against future losses in 

such cases is attached. 

R. N. KAPUR, 

Under Secretaty. 

ANNEXURE 
No. 33-TC(4)/51. 

GOVERNMENT 01 INDIA 
MINISTRY OF COMMERCE AND INDUSTRY 

Dated the 7 th  December 1934 
To. 

All the Trade Representatives abroad. 
SUBJECT : -Losses incurred by the Trade Representatives abroad by 

way of indiscriminate storage of surp1w materi4b. 
Instances have come to notice of the Government of India whem 

considerable losses have occurred on account of indiscriminate storage 
of surplus materials supplied to the Trade Representatives abroad 
for exhibition or trade publicity purposes. In order, therefore, to 
avoid such losses resulting from deterioration of materials, etc., it him 
been decided that in future all such materials, whether for exhibition 
or for trade publicit purposes when rendered surplus or found um 
fit for further use, d o  uld not just be stored away, without fir3 ex- 
ploring the possibilit of their disposal either by public auction, or  by 
distribution to the in d enting Ministries, or the relevant parties concern- 
ed. Prior approval of the Government of India in arriving at a 
tentative decision in all such cases should be obtained. 



' A P m I P  IxxW 
GOVERNMENT OF INDU 

DEPARTMENT OF INDUSTRIES AND CIVIL & P L ~ S  
(Ofice o f  the Textile Commissioner, Bombay) 

General and special conditions of contract tor thre Transport of 
Standard Cloth by C;ounkry C W  

(1) Definitions : 
(a) The term "Shipping Agent" shall mean the person, firm 

o r  company with whom the order for shipping Standard 
Cloth by country craft is placed an3 shall be deemed to 
include the contractors' successors (approved by the 
Textile Commissione~, Born bw. or his representative), 
representatives. heirs, executors and administrators un- 
less excluded by the ,oon.tract. 

( b )  The term "Textile Commissioner" shall mean the Textile 
Commiss~oner. Bombay. or any person or persons 
authorised by him to act on his &half. h ~ s  or  their 
successors or assigns. 

(2) Purpose of the Co i~ t rac t~  and parties t o  the con tract : 
Th? parties to the Cont.~act  which is for shlpprng Standard Cloth 

etc.. by the contractors as per orders of the Tcstile Commiss~oner on 
the conditions set forth in the contract are the "Shippin Agent" 
and the "Textile Commissioner" for and on behalf of the overnor- 
General-in-Council. 

8 
(3) Conditions of agreement: 

When called upon by tile n i ! l i h  t o  do so. tht . ,Sh~pping ~ p n t '  shall. 
during the season ending 30th April 1944 for ports south of Bombay 
and 1.5th May 1944 for other ports. transport by  country craft such 
Standard Cloth goods as may bc off,wd by thcrn. Such transporta- 
tion Shall also be provlded In respect of other Testlies matcariai that 
the  Textile Commlssroncr mri:. so rc1qu1re. The transport \vill be 
between the ports and a t  the rates etc., nwntjoned in the Schedule 
of Acceptance of Tender. "Textile Commissioner" will have the 
right to terminate the cuntrart by giving onc month's notice. 
(4) Rates: 

The rates mcnt~oned Ira the Schedule tct the Acccptanct. of Tcbnder 
shall be bind;ng on the Shln:,!nz A ~ e n t  throughout the season end- 
ing the 15th X a y  1954 
(5) Arrangement and supply of Cuantry Cra f t :  

The Shipping Agent shall bv bound to provide at the port from 
where the  cat-go is to be shipp..d. !hr. ncscc.ssary Country Craft  with- 
in ten days of the  receipt of :ntirnatlon either frorn the Textile 
Cornmissloner or f rom the Mills  ccmccrncd or  the M~l l ' s  represenla- 
tivc. If he fails to provide the rrquirsitcx number of Crafts within 
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b tthe time aflowed, t%e "Textile Commissionerw or the Mills acting 

W e r  his instructions shall have the power to secure the required 
Craf t  and recover from the Shipping Agent any extra charges paid 
-in reepeotccb it. 
&(6) Carrying Capucitg of Qmnm Craft: 

In the 'event of the Standard Cloth offered by the mills bein 7 Jess than the carrylng capaclty of the craft, the Shipping Agent wil 
endeavour to carry commercial cargo to make up Zhe deficit pro- 
vided that the latter does nut consist of objectionable, dangerous or  
inflammable material and that the "Textile Commissioner" ar the 
Mills acting under his instructions has no objection to  the transport 
rof the c a g o  in the same craft. If, however, the 'Textile Commis- 
sioner" objects to the shipment of commercial cargo other than oh- 
jectionable, dangerous or inflammable material, f re~ght  for the full 

:carrying capacity of the craft shall be paid to the Shippin 
The declsion of the Textile Commissioner as to whether 
consists of objectionable, dangerous or !nflammable 
'final 
~('i) Responsibilztg of the contractor for the safe Transport of the 

Cargo. 
It shall be ~ncumbcnt on the S h ~ p p ~ n g  Agent to take due precau- 

tions to see that the Standard Cloth Cargo IS not lost or damaged 
en-route and the Shlpping Agvnt shall be responsible far the safe 
cuytody of the cargo from the time it is handed over to h ~ m  to the 
time he del~vers l t  to the consignee, or the latter's duly appointed 
representative. The Shipp~ng Agent shall have to make g y d  arry-loss 
or damage to the cargo unless it is proved to the satlsfact~on of the 
Textile Commlssroner that the loss or damage was due to an Act of 
God, force ma!mr. salt tvater damage, jettlsop and such other risks 
and that  11 u as not due to the negligence of the Shipping Agent or h u  
crew 
(8 Paynrent : 

For each conslgnmcnt despatched the Shlpprng Agent tv111 
submlt a h~ l l  In the Supply Dcpartmcnt Form (W. S B 116) to the 
Controller of Supply .4ccountb, Bombay for thc payment of such 
inc~dcntal c.rpcnses ~ncur-red by h m  at the Port of Shlpment a s a r e  
ind~cated in the Schedule to t h ~  Acceptance of Tender a5 tvell as for 
the actual Port and Cu\tom:, Charges and for the 50 per cent. of the 
Craft freight d u l y  supported with such documents as the Controller 
af Supplv Accounts may require. For the balance of 50 per cent. of 
the frclght charges as n-ell as the mc~dental charges incurred at the 
Port of dcst~nat~on.  the Shipping Agent will clalm payment after 
the stores have btvn dellvcrcd at the destlnatron M. IT the 
material 1s requ~wd to be rcbookcd by rall a t  the Port of destinatlrm, 
the Shippmg Agent tvrll do so and make payment Par the railway 
freight and t v r l l  cli11111 the amount of freight paid as a m t e  
i tqn  in his Bill. 
(9) Sub-letting of Contract: 

h 

The Shipp~ng .bent shail not sub-kt, m I e r  ar assign 
Alfene or ;my part thereof without the written pennissioa q]l 
"FCxtil3 Co-iuianrr. In the c m t  of the Sh &nt ooatre- 
v~ning tLiWim the ~mmirioaUm lwrntitw to 
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cancel the agreement forthwith and appoint a new Ship ing  gent f and the Shipping Agent whose Agency is cancelled sha 1 be liable 
for any loss or damage which Government may sustain in conse-. 
quence or arising put of such replacement of Agents. 
(10) Security Deposit : I 

For the due fulfilment of the terms of this Agreement, the. 
Shipping AgenO shall within a fortnight of the acceptance of his. 
Tender deposit Rs. 1,00,000 (Rupees one lakh) in cash or in Govern- 
ment Securities endorsed in favour of the Controller of Supply 
Accounts, Bombay. At the Textile Commissioner's discretion, as 
bank guarantee may however be accepted in lieu of such deposit. 
Failure to provide the security within the stipulated time will' 
constitute a breach of the Contract and the Textile Commissioner 
will be entitled to make other arrangements at the risk and expense 
of the Shipping Agent. No claim shall lie against Government in! 
resbect of interest on Security Deposit or depreciation or failure of 
Bank in case of acceptance of Bank Guarantee. On due performance 
of the Contract, the Security Deposit will be refunded to t h e  
Shipping Agent on presentation of 'No Demand Certificate'. 
(11) Bribes, Commission, Conupt  Gift etc.: 

Any bribe, commission, gift or advantage given, promised, o r  
offered by or on behalf of the Shipping Agent or his partner, Agent 
or servant, or any one on his behalf to any officer, servant, repfesen- 
tative or agent of Government or any person on his behali in rela- 
tion to the obtaining or to the execution of the Agreement, shall, ixr 
addition to any criminal liability which he may incur, subject the 
Shi ping Agent to the cancellation of this and all other contracts R wit Government and to payment of any loss or damage to t h e  
latter resulting from any such cancellation. 
(12) Responsibility for execution of Cbntracts: 

The Shipping Agent is to be entirely r~sponsible for the execu- 
tion of the contract in all respects in accordance with the terms and; 
conditions specified in the Contract. 
(13). Insurance : 

Unless othem-ise directed by the Textile Commissioner, no in- 
surance either marine or war risk will be taken out by the Shipping 
Agent in respect of the material shipped under the contract except 
on his own account and at his own cost 
(14) Rscovety of sums due: 

Whenever under this contract any sum of mone is recwerablc fmm and payable by the Shipping Agent, the 'Fexth  Cbmmbsiow 
shall be entitled to recover such sum by appropriating &om any 
sum then due or which a t  any time thereafter may -me f i e  b 
the Ship ing Agent under this or any other- eontrsct yvith t h e  
Textile &mmissioner or ~~ent or any o t h a  person or per- 
sons amtractin through the Secreta Department of Industria 
and Civil ~ u p p f i ~ .  S h l d  thb nnn % not sufficient to eom the 
full mount r e m e r h l e  the W v i n g  Aged &dl. ay to. the. DxtfIa 
Commimlonq on demand the remaining balance Bur. 
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08)  ,fnsolucncy and breach of contract: 
Should the Shipping Agent be adjudged insolvent, or have a 

receiving order made against him or make or enter into any arrange- 
ment or composition with his creditors, or suspend ayment (or 7 being a Company wound up, either compulsorily or vo untarily) or 
commit b each of this contract not herein specially provided for, the 2 Textile ommissioner shall have power to declare the contract at 
an end .in which case the Shipping Agent shall be liable to pay the 
Textile Commissioner for any extra expense he is t h e b y  put to but 
shall not be entitled to any gain on repurchase. 
.(16) Laws governing the Contract: 

This contract shall be governed by the laws of British India for 
&he h e  being in force. 
,(17) Arbitration: 

0 

In the event of any question of dmputes arising under these 
conditions or in connection with this contract (Except as to any 
matters the decision of which is specially provided for by these 
conditions), the same shall be referred to the award of an arbitrator 
to be nominated by the Textile Commissioner and an arbitrator fo 
be nominated by the Shipping Agent, or in the case of the said 
arbitrators not agreeing then, to the award of an umpire to be 
appointed by the arbitrators in writing before proceeding on the 
reference and the decision of the arbitrator or in the event of their 
not agreeing, of the umpire appointed by them shall be final and 
conclusive and the provisions of the Indian Arbitration Act, 1440 
and of the Rules thereunder and any statutory modification thereof 
shall be deemed to apply to and be incorporated in this contract. 
(18) Headings of Clauses: 

The Headings of Clauses hereto shall not affect the construction 
thereof. 

ANNEXURE 1 
Method of Submission of Bills by the Indian Shipping Industry ttd. 

for Freight and other Incidental Charges. 
The Indian Shipping Industry should submit their bills to the 

Textile Commissioner. in duplicate, supported by the following 
docurnen ts for coun ter-signa ture: - 

I. (1) Bill of Lading, in duplicate, showing:- 
(i) Name of the Craft, 
(ii) Destination, 

(fii) Name of Mill, 
(iv) Contract No., 
(v)' Despatch Instructions No., 
(vi) No. of bales (quantity). 

(Mi) Yardake, 



(viii) Consignee with address, 
(ix) ~ n s u r a n c e  Policy No., and if possible, 
(x) Bale Nos 
(2) A copy of the statement received f r o m  the m+Us in. 

accordance with para. 2 of this office Circular No. 
SC5/CCO-1 dated 1st December, 1943. The Billi oh. -- 
Lading No. should be shown on this statement and 
this statement should be attached to the relevant 
Bill of Lading 

(3) A receipt Certificate from t h e  Consignee in the pres- 
cribed form as per specimen enclosed when the 
material is handed over to the consignee at the port 
of destination. 

(4)  The Railn-ay Cash Receipt. when material is despat- 
ched inland by rail f~m the destination port. 

(5) Original Cash Receipts in support of Customs charges 
and Port  Trust dues etc paid 

(6) A measurement Rccelpt issued by either thc Chamber 
of Commerce or Port Trust authontics. at the port 
of Loading 

( 7 )  Separate blils should be p ~ c p a ~ d  in respect of each 
contract Each bill may. however. Include chargeg 
relatmg to several Despatch Instructions but the 
share relating to each Despatch Instniction should 
be shoivn scparatel! 

11. (1) If ~t is dcslred to draw advances to :he cstcnt  of 
50 per cent of freight charges, the bills should be 
sent to ?he Tex t~ le  Comrn~ss~oncr, for h ~ s  cmnter- 
signature. 

(2) When 50 pel cent Acfvancc has  h ~ c n  obtainrd. t h e  
final bills should be prcparcd In thrt n h n n t ~ r  indi- 

cated a t  I above and sent tvith an account in the 
following form . - 

: name of & f i l l  
Avancc d r a w  Amowt  

Balance due 

TOTAL 



Mr. Tendolkar. 
a Suit No. 1369 of 1947. 

The Indian Shipping Industry Ltd. Plaintiffs 
# 

G's. 

The Dominion of India. Defendants. 
Mr. M. P. Laud with Mr. K. T. Desai and Mr. N. A. Mody for the 

Plaintiffs. 
Mr. J. M. Thakore with Mr. S. V. Gupte for the Defendants. 

Coram: -Tendolkar, J. 
4th December, 1952. 

Oral interlocutory Judgement: - 
This is a suit filed by a shipping company against the Dominion 

of India arising out of a contract dated the 20th of January 1944 
made between the plaintiffs and the Textile Commissioner, Bombay, 
ac,tmq on behalf af tht  Governor-Gen~ral-in-Councll, who has now 
been succeeded by the Dominion of India. 

Under the sald contract the plaintiffs agreed to transport from 
Bombay by country crafts standard cloth to certain ports on certain 
terms and conditions. As one of the terms of the said contract the 
plaintiffs had to deposit a sum of Rs. 1,00,000 as security for the due 
fulfilment of their obl~gations under the agreement. A deposit was 

a 

accordingly made on the 9th of March 1944. Thereafter the plaintifls 
from time to time received 575 bales of cloth for being carried from 
Bombay to Ctxhin and Alleppey in the country craft "Jayant". The 
said country craft left Bombay for the ports of Cochin and Alleppey 
on the 15th of March 19-44. -4fter passing Khandcri water began 
to enter the said country craft and the Tindel of the country craft 
baled out the water. On the morning of the 17th of hlarch 1944 the 
Tindel decided to go to Jayagad Port. Owing to low tide he had 
to anchor thc craft at sonw distance from the  port. Ho~vever, the 
crew on the said craft were unable to bale out the water that was 
comlng ~ n t o  the craft. The tlndel \rent ashore and ~nformed the 
Customs Officers. A s  a result, 50 bales of cloth were removed to 
thc shore in g ~ m d  condlfion In the meantime the craft was full of 
water and grounded ns a result. After a great deal of comes 
dmce that tmk  place between the plaintiffs and the Textile = 
mibvfuner the goods whlch were in a damaged condition were brought rn 
back to Bombay. But as the defendants refused to take back the 
oods, 302 bales were lying in the open in the Port Trust docks and 

!l8 baln in the gododowns of the plaintiffs' clearing agents. The 
&fendants claimed that the plaintiffs were under the terms of the 
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contract liable for the damage caused and refused to retufn the , 
security deposit of Rs. 1,00,000 which was lying with the Textile 
Commissioner. This suit has been filed by the p la inws to recover 
this sum of Rs. 1,00,000 as also a sum of Rs. 52,971-6-3 being the hire 
amount and expenses incurred by the plaintiffs in re  t of the 

crafts, 
r goods carried by the said craft "Jayant" as well as by o er country 

< 

It is the case of the plaintiffs that the provisions of the Indian 
Carriage of Goods by Sea Act (XXVI of 1925) apply to the contract 
of affreightment in this suit and that therefore under this contract 
of afEreightment they did not give an absolute warranty of seaworthi- 
ness. The defendants contend that the Carriage of Goods by Sea 
Act does not apply, and that, in any event, if it does apply, this case 
is taken out of the provisions of the Act by reason of Article VI of 
the Rules relating to Bills of Lading which are given in the Schedule 
to that Act. As the entire case depends mainly upon the question 
as to whether the liability of the plaintiffs as carries is governed 
by t h ~  Indian Carriage of Goods by Sea Act 1925 or not, I decided, 
on an application made in that behalf by Counsel for the defen- 
dants, to try the following two issues as preliminary issues: 

"1. Whether the Indian Carriage of Goods by Sea Act 1925 
applies to the contract in suit? and 

2. If answer to Issue No. 1 is in the affirmative whether the 
said contract is governed by Article VI in the Schedae 
to the said Act?" 

Now, in the first instance, it is necessary to consider the nature 
of the contract that was arrived at, for i t  is urged on behalf of the 
defendants that it is a Charterparty and, as I will point out when I 
deal with the relevant provision of the Act, if this contract is a 
Charterparty, the posit:on in law would be very different from 
what it would be if this is not a Charterparty. 

Now, a Charterparty has been defined in 30 Halsbury, paragraph 
472 at page 273 as follows: 

-A contract by Charterparty is a contract by which an entire 
ship or some principal part thereof is let to a merchant, 
who is called the charterer, for the conveyance of goods 
on a determined voyage to one or more places, or until 
the expiration of a specified period." 

It will be noticed that an essential part of the definition is that the 
contract must be for the hiring of an entire ship or some principal 
part thereof. Then in the same volume in paragraph 481 at page 
283 it is stated as follows: 

lr1t is usual to specify the name of the ship which is to be 
chartered in the charterparty and to give her depcrip 
tion in detail. The description usually includw state- 
ments as to the nature of the ship, her registered 
tonnage, her classification at Lloyd's, her position at the 
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date of the charterparty, and her fitness for the purposes 
of the charterer; it may, in addition, specify her -in&? 
capacity and the name of her master.!' 

It is clear from this passage that the name of the ship is u s ~ l l y  
specified and the importance of doing so is . to be seen from the 
passage that follows in Halsbury which is as follows: 

*"Of these statements, those relating to the name and nature of 
the ship, to her position at the date of the charterparty, 
and to her carrying capacity ad to be regarded as 
conditions precedent on the non-fulfilment of which 
the Charterer may treat the contract as repudiated" 

Therefore, before you can have a charterparty, you must have (a) 
the hiring of a ship or some principal part of a ship, and (b) the 
ship must be specified. Reliance is however placed on a foot note 
(c) at page 284 where it is stated as follows: 

"There seems to be no direct authority for the proposition that 
the statement as to the name of the ship is a condition 
precedent. The proposition is retained horn the previous 
edition.. . . . . . . . . . It is submitted that the proposition is 
in accordance with principle, subject to the qualification 
that if the parties were agreed as to the identity of the 
ship an incorrect statement of her name might be im- 
material." 

Now, accepting the law as stated in lhis foot note to be correct, it 
amounts to this that if the identity of the ship can be established 
as having been agreed upon between the parties, it would not 
matter whether the name of the ship was given or not given in the 
charterparty. 

Keeping these essential ingredients of a charterparty in mind, I 
will now turn to the contract in suit, Tenn 2 of the contract pr* 
vides that the plaintzs are to transport cloth on behalf of the 
Governor-General-in-Council. Term 3 states the ports to which 
the goods are to be transported and mentions that they are to be 
transported by "a country craft". Term 4 mentions the ratet. 
Term 5 casts upon the plaintigs the obligation to provide 
"the necessary country craft" within a certain period. Then tenn 
6 provides that i f  the standard cloth is less than the carrying capa- 
city of the craft, the plaintiffs may cany other cargo provided 
that it is not objectionable etc. to the Textile Commissioner or the 
Mills. It also enables the Textile commissioner to object to 
the cargo other than cargo which is objectionable etc. but in such 
an event the Textile Commissioner has to pay the freight for 
the full carrying capacity of the craft. Term 7 relates to 
the responsibility of the contractor for the safe transport 
of the cargo and provides that the plaintiffs shall be liable for 
any loss or damage ''unless it  is proved to the satisfaction of the ' 
Textile Commissioner that the loss or damage was due to an act of 
God, f m e  mujeure. salt water damage, jettison and such other risks 
and khat it was not due to the negligence of the shipping agent or 
his crew". Term 8 provides for payment. Tenn 9 provides for sub- 
letting by the plaintiffs. Term 10 relates the sguri ty deposit. Tenn 
11 relates t6 prohibiting corrupt practices. Term 12 states that the 

a 



21 8 
plaintiffs are responsible for carrying out the contract. 1% 
dertls with insurance. Term 14 deals with repayment of the amount. 
due under the contract. Term 15 deals wIth possible insolvency of 
the plaintiffs. Term 16 states that the laws governing the contract 
will be the laws of British India, as if they could have been any 
other if this term were not there, and term 17 provides for arbitra- 
tion. It  is obvious therefore that there is no contract of hire of a 
ship or some principal part of a ship. The plaintiffs are to provide 
some ship on which they will carry such cloth as (is given for trans- 
port.. Then, again,'it cannot by any stretch of imagination be urged 
that parties are agreed as to the identity of the ship on which the 
cargo is to be carried. Great reliance is placed on clause 6 which 
provides that in a possible contingency the Textile Commissioner 
may have to pay full freight of the carrying capacity of the craft, 
although the cloth carried may be far less than such capacity. But 
that does not, in my opinion, in any way help in saying that the 
parties to the contract were agreed as to the identity of the ship. 
It waszpen to the plaintiffs to produce any country craft they liked 
and the defendants, in my opinion, could not have objected to any 
country craft that was produced, subject to any liability for the 
seaworthiness of such ship as may be imposed upon the plaintiffs 
by a contract or by law. In my opinion, therefore, it is impossible 
to construe the contract between the parties as a contract of charter- 
party. 

Turning next to the provisions of the Carriage of Goods by Sea 
Act 1925, the recital of the &t states that the Act was enacted as,a 
result of the deliberations of an International Conference on Mari- 
time Law held at  Brussels in October 1922, and the object of the Act 
is "the unification of certain rules relating to bills of lading". Then 
section 2 of the Act provides as follows: 

"Subject to the provisions of this Act, the rules set out in the 
Schedule (hereinafter referred to as "the Rules") shall 
have effect in relation to and in connection with the 
carriage of goods by Sea in ships carrying goods from 
any part in British India (the Provinces) to any other 
part whether in or outside British India (the Pro- 
vinces)." 

It  is ga in  from the section that the Rules given in the Schedule 
apply in relation to and in connection with the carriage of goods 
by sea, but this is "subject to the provisions of this Act". The im- 
portant provisions with which we are concerned in this suit is the 
provision relating to the warranty of seaworthiness, and the provi- 
sion in that regard is to be found in section 3 which is as follows: 

"There shall not be implied in any contract for the carriage 
of goods by sea to which the Rules apply any absolute 
undertaking by the carrier of the goods to provide . seaworthy ship." 

Now, this section provides that the warranty of seaworthinem shall 
not be absolute, only in cases of "any contract for the carriage of 
goods by sea to which the Rules apply". Now, the words "Contract of carriage" have been defined in the Rules Article I (b),  and if 
rectfon 3 applies to p contract for the carriage of goo& by sea to 
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'which the Rules a ply, the definition given in the Schedule of the- 
phrase "Contract o ! carriage!' must be deemed to  be applicable t o  t h e -  
same words used in section 3 of the Act. Then section 4 provides. 
that  every bill of lading shall contain a statement that  l i t  is subject 
to the provisions of the Rules. The rest of the  sections are not 
material for the purposes of the issues before me. 

I 

Turning next to the Rules which are in the Schedule, Article 
I (b) diefines a "Contlract of carriage" as follows: 

" 'Contract' of' carriage' applies only to  contracts of camage  
covered by a blll of lading or any similar document of 
title in so far  as such document relates to the carriage 
of goods by sea including any bill of lading or any 
s l m ~ l a r  document as aforesaid issued under or pursuant 
to a charterparty from the moment a t  which such bill of 
lading or similar docunlent of title regulates the.relations 
betlveen a carrier and a holder of the same." 

The correct interpretation of this definition is the point in djspute 
between the partles I t  is urged on behalf of the plaintiffs that  a 
contract as h ~ r e  defined may be one of two kinds: (a) a contract 
covered by a blll of lading or any simi!ar document of title in so 
far  as much document relates to the carriage of goods by sea. o r  (b) 
a contract covered by a bill of ladin or any similar document issued 

'under or pursuant to a charterparty, % nd the n-ords "from the moment 
at which such bill of lading or similar document of title regulate the 
relations betlveen a carrier and a holder of the  same" qualify the  
second class of contracts only and not the first. On the other hand 
~t is urged on behalf of the defendants that the words I have.above 
quoted apply equally to the first class of contract as well as the 
second. But before I come to consider which of these two v i e w  is 
the correct one. there is yet another question of interpretation of this. 
definition that has to be cleared. The words "covered by a bill of 
lading" would prima facie appear to indicate that there is no con- 
tract of carriage until there is a blll of lading, but such a meaning 
does not appear to be in conformity with the provisions of Article 
III of the Schedule ~vhich makes i t  obl~gatory on the carries to issue 
to the shipper a bill of lading. Article I11 only applies to contract 
of carriage and i f  a contract of carnage docs not come into esistence. 
until there is a bill of lading, quite obviously it is illbgiial to provide 
that there is an obligation on the carrier to issue a bill of lading in 
respect of every contract of carriage of goods. Therefore, the  t rue .  
interpretation to be put on the phrase "covered by a bill of lading'' 
is as pointed out by Scrutton on Charterparty and 1):: Halsbury in 
dealing with an identical definition in the Carriage of Goods by &a 
Act 1925 in England that these words mean that the parties intend 
that the shipper shall be entitled to demand a t  or after shipment 8 
bill of lading. Scrutton. 15th Edition, a t  page 451 states: 

" 'Covered by a bill of lading'.-These words have not yet been 
judicially considered in the EngIish Courts. The Court  
of Sessions, however, construed this definition as mean- - ing any contract of afheightment, however informally- 
made in its inception the parties to whicK intend that 
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in accordance with the custom of that grade, the shipper 
shall be entitled to demand a t  or after shipment a bill 
of lading setting forth the terms of the contract." 

Zalsbury Volume 30 a t  page 618 in foot note (k) dealing with article 
VI of the Schedule, to which I will have occasion to refer later, 
p i n t s  out : (. 

"It will be observed that the Article authorises the parties to 
contract wt of the Rules 'provided no bill of lading has 
been or shall be issued.' By ibid Schedule, Article I (b) 
[which corresponds to Article I(b) in the Schedule to 
our own Act] the Rules only apply to contracts of 
carriage 'covered by a bill of lading or similar docu- 
ment of title'. The two articles can be reconciled by 
construing 'contracts of carriage covered by a bill of 
ladmg in Schedule', art. I(b) as meaning 'contracts of 
carriage under which the shipper is entitled to demand 
a bill of lading evidencing the contract'." 

Therefore, the true construction of the words "covered by a bill of 
:ladingn is not that the contract actually is covered by such a bill. 
I t  is sufficient if the parties intend that the shipper should be en- 
.titled to claim a t  or after shipping a bill of lading. It is contended in 
:this case on behalf of the defendants that the Textile Commissioner 
was not entitled to demand a bill of lading a~t any time and there- 
fore there is no contract of car;iage of goods by sea. With that 
.contention I will deal later after disposing of the rival contentions as*  
to the true meaning of the definition. 

Now, in order to appreciate the rival contentions regarding the 
,*roper construction to be put upon this definition. it is necessary to 
consider what part a bill of lading plays in the carriage of goods by 
sea. Halsbury, Volume 30, paragraph 582 at page 414 states. 

"As between the shipowner and the charterer, the contract of 
carriage is contained in the charterparty in the absence 
of an agreement to valy it by the bill of lading or other- 
wise; as regards other person it is to be found in the 
bill of lading." 

-So that &ere may be or may not be a bill of lading when there is 
a charterparty; but there has to be a bill of lading in respect of 
goods shipped when there is no charterparty. Where there is a 
charterparty. you may have three different cases as is pointed out 
in Halsbury. Volume 30, paragraphs 576 and 577. There may first 
be a case where the shipper is a charterer. In this case as is pointed 
out  in paragraph 576 the bill of lading is, in the absence of anything 
to the contrary, an acknowledgement only of the receipt of the goods 
and the contract of carriage is to be found in the charterparty alone. 
You next have the case which is dealt with in paragraph 577 where 
tlfe goods are shipped by a person other than the charterer but in a 
case where there is a charterparty. In this case the position of the 
party depends upon several circumstances into which it is qn- 
necessary to go for the purposes of the present discussion. But it is 
sufficient to say that in such a case the moment a t  which the bill of 
ladin becomes the reppsitory of the rights as between t k  carrier 91, .and t e holder is the time when the bill of lading is given to the 
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shipper; and the third case is where the charterer ships goods a d  
takes a bill of lading making the goods deliverable to a named 
consignee, in which case the moment at  which the bill of ladin be- 
comes effective as between the consignee who is the holder an$ the. 
carrier is at  the time of delivery to the consignee. I t  is thus clear 
that,where bills of lading are issued, either under or in pursuance 
of a charter pa*^, there may be different periods of time from whicb 
such bills of lading may become effective as replat ing the relations 
between the carrier and the holder. But the position is entirely 
different where there is no charterparty and the shipper obtains a 
bill of lading. A brll of lading is in that case a repository of the 
rights between the carrier and the shipper and it cannot be said tha t  
it becomes effective as between them at any moment other than the  
one when the bill of ladin has been given. This background is 
essential for the purpose o f putting a correct interpretation on the 
definition of "contract of carriage" in Article I(b) of the Schedule 
to the Carriage of Goods by Sea Act because that Act by i$self does 
not provide at what moment the bill of lading becomes effective to 
regulate the relations between the carrier and the holder and that 
fact is to be found from the general law relating to the carriage of 
goods. 

Having regard to this background, it seems to me impossible to 
urge that the phrase "from the moment at  which" etc. up to the end 
qualifies both the categories of contracts which I have set out above. 
I t  obviously qualifies bills of lading or other similar documents issu- 
ed under or pursuant to a charterparty, because in that case there are 
different periods of time when the bill of lading or the other docu- 
ment regdates the relations between a carrier and a holder. More- 
over, the plain grammatical construction of the definition, in my 
opinion, does not wanant a construction which would make the 
words "from the moment" etc. upto "camer and the holder of the 
same" qualify the first art of the definition. In my opinion there-' 
fore, the contention of t \ e plaintiffs with regard to the correct inter- 
pretation of this definition is right and that of the defendants is not 
sustainable. 

5th Decembp, 1952 
The next question that I have to consider is whether in the 

present case there is a contract of carriage of goods by sea within the 
meanin of the definition in the Rules which are found in the 
Schedu k e to the Carriage of Goods by Sea Act. Now, it is sell- 
evident that in all cases in which a bill of lading is given there is 
antecedent to the issuing of the bill of lading a contract expressed 
or  implied between the parties for affreightment of goods. In the 
present case the contract in suit dated the 20th of January 1944 is r 
contract of affrei htment. Whether this is a contract of carriage of 
goods by sea wi 8 in the meanin of the definition will depend upoa 
whether parties to it intended t f at a bill of Lading should be given 
and that the defendants would have the right to demand such a bill. 
This is a question of fact and on this question of fact the only evi- 
dence before me, which is uncontradicted, is the evidence of Mr, 
Vaid a who was the General Manager of the plaintiffs and who n e w  
tiatedl the present contract with the Textile Commissioner of Bolp 
bay. In. his evidence he states that he had several, interviews with 

. 
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Mr. Hafiz Ahmed who was the Director of Standard Cloth a n d  who 
represented the  Texti le Cmmissionea - In, t h g  .course of the= 

.interviews, oral instructions were given to im as to how,, the 
-contract was to be cavied out, and those instructions 
the  Textile Commissioner would issue instructions to  
inform the plaintiffs when goods were ready and then the  plaintiffs 

,should issue shippQig orders. The Mills would thereafter, bring the 
goods alongside the  ship and when the -goods were recejved on 
board the ship, the .p¶aintiffs were to  issue,a.b!l of lading in favour 
of the Mills. Subsequently. when the  plaintiffs tsubmifted their 

.bills for freight and other charges to the Textile Commissioner,. 
tbey were to annex thereto duplicate bills of lading contaiyng, 
certain particulars. Mr. Hafiz Ahmed with whom these conver- 
sations are alleged to have taken place has not been called and 
therefore the testimony of Mr, Vaidya remains- entirely uncontra- 

-dieted. . Moreover, the testimony is fully corroborated by documen- 
tary evigence in this case. A .  clerk of the India United Mills 
which was one of the Mills that supplied bales. to bf; carried,by the 
$plaintiffs has produced a letter addressed by the Assistant Manager 
of the plaintiffs to  the^ enclosing a shipping order. He has also 
produced a bill of lading. This supports the evidence that shipping 
orders were forwarded to the Mills and when goods ~ v e r e  recelved 
bills of lading were handed over to the Mills. A specimen fornl of 
the shipping order has also beeh produced. and ~ v h a t  is more. all 
the, bills qdmittedly's'ubmitted to the Textile Commissioner with 

.twoWp'licate copies of bills of* Iadiiig each, *hich'.tsere returpeg by 
the Textile Commissioner to the plaintiffs because t h e y  were not in 

:proper form have also been produced. There is no,doubt whatever. 
therefore, that the instructions givnn to the plaintiffs as to  the 
carrying odk"of the  contract were as stated by Mr .  Vaidga in the 
witness box. Mr. Vadya's evidence is further sudported by, a letter 

,dated the 26th of February 1944 address?d by one hlr. Ahmadullah 
f o r - t h e  Textile Commissioner 10 the plaintiffs u.ith ivhich was. sent 
an  annexure setting out the method of submission of bills and the 
first clause of this annexuw shows that the bills of lac'ing in dupli- 
cate should b? submitted showing certain particnlars th.erein set 
out. This letter further confirmed by ano!her letter dated' the 9th 
of March 1944 from Mr. C. K. Mehta for the Testile Commissioner 
.to the plaintiffs in which the writer d r a ~ s  attention to the details 
.cn>nlain.d in the prevrous letter and then proceeds to state:  

"It was agreed with you Mr. Vaidya that  this information 
would be supplied to this office immediately .after the 
sailing of the craft. It vVas also agreed that the Bills 
of Lading would contain all this information. I t  is how- 
ever regretted that neither this information nor the 

. Contract, Nos.. arc.given in quite a large number of Bills 
: 

' df Lading forwarded by you." 
I? is perfoctly plain. therefore, that not only the parties intend- 
ed that the bills of lading were to be given but also that the bills 
of lading were in fact issued and copies of such bills irere for- 
warded to the Textile Commissioner along with the bills submitted 
by the defendants. Therefore t h e  contract in this suit dated the 
20th of January 1944 was a contract under which the parties intend- 
ed that bi1Is of lac$sng shall be issued. I t  is therefore B contract 
fgu:caniage of goods "covered by a bill of lading". and therefore 
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the  Carriage of Goods by Sea Act applies to such a contract. 
It is, however, further urged that  a s s w i n g  that  the  Carriage 

#of Goods by Sea Act applies, the  present case is taken out of the 
revisions of that Act by virtue of Article VI in the  Rules in t h e  

&hedple. That Article is in the following terms: 
"Notwithstanding the provisions of the preceding Articles, a 

carrier, master or agent of the carjier, and a shipper 
shall in regard to any particular goods be a t  liberty 
to  enter into any agreement in any terms as to the respon- 
sibility and liabilityof the carrier for such goods, and as 
to the  rights and immunities of the carrier in respect 
of such goods, or  his obligation as to seaworthiness so 
far as this stipulation is not contrary to public policy, 
or the care or  diligence of his servants or agents in 
regard to the loading. handling, stowage, carriage, 
custody, care, and discharge of goods carried .by sea, 
provided that in this case no bill of lading has been o r  
shall be issued and that the terms agreed shall be em- 
bodied in a receipt ~ r h i c h  shall be a non-negotiable 
document and shall be marked as such." 

Now, by reason of the provisions contained in section 5 ( a )  of the  
Act since this was a contract fos carriage of goods by sea in sailing 
ships carrying goods from any pofi in British India ( the  Provinces) 
to any other port in British India (tne Provinces). Article VI shall 
be read as if the said Article referred to goods. of any class instead 

-of to any particular goods. Therefore. this Article enables to con- 
tracting parties to contract out of the Rules in respect of the 
carriage of any class of goods pro\,idt~d t1i.0 conditions are fulfilled: 
(1) that no bill of lading has been or shall by issued. and (3) that 
the terms agreed upon bet\veen thc parties shall be embodied in 
a receipt which shalt be a non-negotiable document and shall be . 
marked as such. It is thc case of the defendants that in this parti- 
cular case no bill of l a d ~ n g  \vas issued. becausc~ \vhat is urged is 
that  the so-called bills of lading \vhich I have held were issued are 
merely secrlpts for goods. It seems to mc \r.holly impossible to 
uphold such an extraordinary cont:*ntlan, because as I h a p  held 
parties definitely intcndrd by t h e ~ r  contract that bills of lading shall 
be issued and thcl\. \vrrca ~ : : ~ ~ r c c l  in pursuance of such intention 
which becomcs an implicd term of the contract. But even assum- 
ing for a rnomcmt that no bills of lading ivere issued, the second 
condition has yct to bc satisfied and the terms of the contract must 
be embodied in a receipt. That receipt. i t  is alleged. is the contract 
~f the 20th of January 1944 or the bills of lading. This contention 
~f the defendants is, in my opinion. u.holly unsustainabk. T h e  
ontract of thc 20th of January 1944 can in no sense be a receipt 

for the goods. It is admitted that the goods were loaded betu.een 
the  25th of February and the 11th of March, and there cannot be 
a receipt in rcspcct of such goods on the 20th of January 1944. long 
b e f ~ r e  the goods \scrcb loaded. But even assuming that his contract 
was a receipt. it is f u r t h ~ r  necessary that such receipt should be 
a non-negotiable docunwnt and should be m a r k 4  as such. I t  is 
i n  any event abundantly plain that neither his contract. if i t e r n  
to bc construed as a receipt, nor the bill of la d ing if they are to be 
mnstrucd as  receipts havc been marked as noninegotiable. with 



the result that-it. is- inlpossible to uphold the contention that the 
arties have contracted themselves out of the Rules under Article bI of the Schedule to the Act. 

The result, therefore, is that my findings on the Arst two issues 
are  : 

(1) In the affirmative. 
(2) In the nekativ;. 

The case shall proceed on the footing of these findings of mxne 
which would render certain evidence unnecessary and inadmissible. 
Certain other issues will also have to be determined in the list of 
these findings. The defendants shall in any event pay the cost of' 
these two issues. 

Attested 
H. K. KOCHAR, 

Deputy Secretwy, 
Ministry of C. & L. 



APPENDIX Ixxnt 
IN THE HIGH COURT OF JUDICATURE AT BOMBAY 

ORDINARY ORIGINAL CIVIL JURISDICTION. 

Suit No. 1369 of 1947 

Coram.-Tendolkar J. 
16th December 1952  

T h e  Indian Shipping Industry Ltd. a Private 7 
.Limited Company incorporated and register- I 
ed under the Indian Companies Act 1913 Plaintiffs. 
having its Head Office at Great Social 
.Building Sir Phirozshah Mehta Road, within 
t h e  Fort of Bombay. J 

Versus 

T h e  Dominion of India. Defendants. 

And 

'The Dominion of India. Plaintiffs to the Counter claim. 

Versus 

T h e  Indian Shipping Industry Ltd., a 1 
Private Limited Company incorporated and 
registered under the Indian Companies Act Defendants to the 
1913 having its Head Office at Great Social Counter claim. 
Building Sir Phirozshah Mehta Road, within 
t he  Fort of Bombay. 

The Plaintiffs pray that the Defendants may be ordered to deliver 
t o  the plaintiffs Government Securities of the face value of 
Rs. 1,00,000 (Rupees one lac) deposited by them with the Textile 
Commissioner or their value and claim a sum of Rs. 52,971-6-3 
(Rupees fifty two thousand nine hundred and seventy one and 
annas six and pies three) with interest and costs and the defendants 
b y  their Written Statement filtd herein counterclaim from the 
plaintiffs Rs. 3,84,572-6-0 (Rupees three lacs eighty four thousand 
five hundred and seventy two and annas six) or such other sum to 
this Honourable Court may seem fit as and by way of damages 
with interest and costs of the counterclaim and thetsuit having 
been called on for hearing and final disposal on the twenty fourth 
d a y  of November one thousand nine hundred and fifty two and the 
fourth and fifth days of December ~nstant  the plaintiffs and the de- 
fendants having appeared respectively by Advocates and upon fram- 
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ing issues and on application of the Advocate for the defendants 
to try the first two issues in the list of issues as preliminary issues 
vit:- 

1. Whether the Indian Carriage of Goods by Sea Act 1925, 
applies'to the contract in suit, and 

2. If answers to issue No. 1 is in the affirmative, whether the 
said contract is governed by Article 6 in the Schedule 
of th,e said Act ? 

And Upon Hearing evidence and pursuing exhibits on the said 
preliminary mues AND THIS COURT having answered the said 
issues in the affirmative and the negative respectively and having 
held that the Indian Carriage of Goods by Sea Act 1925, applied 
to the contract in suit and that the said contract is not governed 
by Article 6 of the said Schedule to the said Act and THIS COURT 
having directed the defendants to pay to the plaintiffs the costs 
of the said two issues in any event and the case having proceeded 
with,on the footing of the findings of these two issues on the 
eleventh and fifteenth days of December one thousand nine hundred 
and fifty two and this day AND Upon Hearing evidence m d  
pursuing exhibits THIS COURT DOTH PASS JUDGMENT for 
the plaintiffs and DOTH ORDER AND DECREE that the defendants 
do deliver to the plaintiffs the Government Securities of the value 
of Rs. 1,00,000 (Rupees one !ac) deposited by the plaintiffs with 
the Textile Commissioner on the ninth day of March One thousand 
nine hundred and forty four and also do pay a sum of Rs. 5,471'-9-0, 
(Rupees five thousand four hundred and seventy one and annas 
nine) with interest thereon at six per cent from the thirtieth day 
of September One thousand nine hundred and forty six till the 
date of the fillng of the suit and thereafter at four per cent per 
annum AND THIS COURT DOTH FURTHER ORDER that the- 

laintiffs claim in respect of bills Nos. 1, 2, 4, and 5 mentioned in E xhibit L to the plaint be and it is hereby referred to the Commis- 
sioner of this Honourable Court For Taking Accounts to ascertain 
the amount due and payable by the defendants to the plaintiffs i n  
respect of the said bills AND THIS COURT DOTH FURTHER 
ORDER that the plaintiffs and the defendants do appear in person 
or by Advocate or Attorney before the said Commissioner and that 
the said Commissioner do ascertain and report to this Honourable 
Court with all convenient despatch the amount due to the plamt~ffs 
in respect of the said bills saving all just allowances and for ;he 
better taking of such accounts THIS COURT DOTH FURTHER 
ORDER that the plaintiffs and the defendants do produce before 
:he said Commissioner all books, papers. and documents In the~r- or 
either of their custody- ossession or power relating thereto A N D  
THIS COURT DOTH F If RTHER ORDER that on the amount ulti- 
mately found due as ascertained by the Commissioner the plaintiffs 
wilI be entitled to a further Decree for the said amount with 
interest at  six per cent from the thirtieth day of September one 
thousand nine hundred and forty-six till the date of the suit and 
thereafter at four per cent per annum AND THIS COURT DOTH 
FURTHER DBMIsS the counter claim of the defendants AND 
DOTH ORDER AND DECREE that the defendant do pay to t h e  
plaintifis costs of the suit as also costs of the counter-claim when 
taxed and noted in the margin hereof AND THIS COURT DOTH 
RESERVE tho further directions and further costs until the sai& 
Commissioner shall have made his report and the parties shall be 



at liberty to apply to court as and when there may be occasion 
Witness Mahommedali Currim Chagla Esquire, Chief Justice at 
Bombay aforesaid this sixteenth day of December one thousand nine 
hundred and fifty-two. . 

Seal 
Sdl- A. R. NARAYAN AYYAR, 
I 

This 13th day of February 1953. 

By the Court, 
Sd/- SAROSH H. A. VAKIL, 

for Prothonotary & Senior Mastex 

Decree and Decretal Order of Reference 
to Commissioner drawn on application of 
Messrs. Dabholker & Jeshtaram, attorneys 
for the Plaintiffs. 

Certified to be a true copy. 
This 13th day of February 1953 
Sd/- A. R. NARAYAN AYYAR, 

for Prothonotary and Senior Master. 
Attested 
H. K. KOCHAR, 

Deputy Secretaty 
Ministry of Commerce & Industy.  



APPENDIX LXSX 

Brief resume of the worksing of the Central Statistical organisation 
during the year 1952-53 

The principal activities of the &ntral Statistical Organisation are - 
i ts  regular publications, provision of national data to the U.N. Statis- 
tical Organisation and other international bodies, Exhibition Hall, 
general advisory work relating to the Ministries and States, training 
projects, and Statistical Legislation and Re-organisation. A brief 
account of the development under the various heads is given 
below :- 

I. P~~bl icat ions:  The Annual Statistical Abstract for 1951-52 
which is in the final stage of its publication was enlarged 
by the inclusion of information relating to Parts B and C 
States for the first time. For this purpose personal con- 
tacts had to be established between the C.S.O. and various 
agencies in the States. Additional technical notes relat- 
ing to the  various tables have also been added. In the 
case of the Monthly Abstract of Statistics a new set of 
summary tables has k e n  added and improvements in 
printing and layout have also been carried out. 'The 
weekly Bulletin of Statistics contains newly incorporated 
data relating to wholesale prices and cost of living in 
certain other countries of the world. Some important 
chapters of the Guide to Current Official Statistics have 
been rewritten in connection with a re~pised edition. 

11. I'romszon of national data to the Internatiortal Ayenc1es.-In 
addition to the usual monthly cables, numerous new series 
of data for inclusion in the U.N. Statistical and Demogra- 
phic Year books were also furnished. Various questions 
relating to definitions and methods arose and these were 
solved in discussion with the agencies concerned. Some 
critical work was also done on the Standard International 
Trade Classification. 

111. E.rhibition Hall.-An increas~ng number of visitors cons:sting 
of Central and State Offiers, diplomats, M.Ps. gavemany 
valuable suggestions and the Graphical Division has kept 
these in view in keeping the Hall in good trim by applying 
the latest improvements and methods. A number of charts 
from the Hall were also made available for Exhibition a t  
various International Centres at the request of the Director 
of Exhibitions. A large number of charts were prepared 
for the Planning Commission in connection with the open- 
ing of their stall at the Railway Centenary Exhibition. A 
synopsis has been prepared for a manual on representation 
of statistics in the form of graphs and charts and work 
on this is proceeding. 
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IV. Advisory work.-All new schemes for the collection, process- 

, analysis or publication of statistical data which were 
re  inf erred to the C.S.O. for advice were examined. Examples 
are index number of earnings of labour from the Ministry 
of Labour, a sample surve of traffic in New Delhi from the A Ministry of Transport, a heme for an agricultural census 

* from the Minist of Food and Agriculture and field en- 9 quiries conducte by the Press Commission. From the 
States a Scheme from Madhya Bharat fof the construction 
of cost of living index numbers, a similar scheme from 
Saurashtra and a wference on the comparability of price 
data from the Uttar Pradesh were among those on which 
the C.S.O. gave assistance. Work relating to the co-ordina- 
tion of employment statistics and business machine instal- 
lations, examination of Central Government personnel re- 
turns, existing migration statistics are examples of other 
varieties of work under this head. Working Par t iq  on 
migration statistics. electricity forms. on base periods of 
official index numbers also completed their work during 
the year. 

In addition to the above. officers of the C.S.O. serve on various 
Committees set up by the Ministries and also do special 
work for them whenever called upon to do so. 

-V. Traztzlng I%oject . -~urm~ the year under review Statistical 
officers from Blhar and Saurashtra stayed for a period to 
study at first hand the working of the Statistical Machimry. 
Every effort was made to explain to them how the problems 
of co-ordlnatlon. publication and presentation were tackled 
in day to day work. They were also pven opportunities to 
study the latest methodological developments. A pro- 
gramme of some importance which was undertaken by the 
C.S.O. during the year was the Statistical Quality Control 
project which covered a series of lectures and demonstra- 
tions by four U.N. Experts successfully in Delhi, Calcutta, 
Madras and Bombay, the duration in each place being 
roughly three weeks. The Trainees were selected c m  
fully keeping in view the special needs of the Central and 
State Governments and of industry. Judging from the 
number of applications the response was highly satisfac- 
tory, although provision could not be made for more than 
about 35 in each centre. Tbe follow-up of the Training 
Project is being tackled on a continuous basis. Quality 
Control Groups have been set up in all important places 
and the formation of an All-India Organisation to further 
the objective which the C.S.O. had in view in starting the 
Project is now in hand. 

VI. Statistical Legislation.-Work on a model Statistics Act was 
continued on the basis of basic information collected by 

' correspondence and discussions with the Central Ministries 
and the State Governments. It is hoped to consider the 
subject further at  the next meeting of .the Central and 
State Statisticians which is expected to be held in Octobcr 
this year. 



Apart from the above the Central Statistical Organisation was 
represented at the International Seminar on Statistical 
Or anisations held in Se tember 1952 in Ottawa, Canada % an in other conferences K eld in Geneva and in New York. 

The 17th Augurt, 1953. 
Y. N. SUKTHANKAR, 

Secretary to the Cabinet. 



APPENDIX LXXXI 

Item No. 120 of the Statement of Outstanding Recommendations 
of the Public Accounts Committee* 

A resume of the work of the Central Statistical Urganisation asked 
for by the Public Accounts Committee vide para. 13 of their Seventh 
Report has already been submitted to that Committee. [See Appendix 
LXXX] . 

2. In this para, the Public Accounts Committee had also asked for 
a statement of expenditure that was being incurred on account of 
employnlent of foreign experts by the C.S.O. No foreign experts are 
being employed by the Central Statistical Organisation for its regu- 
lar work. In 1952-53, however, a team of five experts came to 'India 
for organising intensive courses of trainlng in Statistical Quality 
Control as a result of an agreement entered into by the Government 
of India with the U.N. Technical Assistance Administration. Under 
this agreement the salaries, travel cost and allowances of all the 
members of the team were met by the United Nations Technical 
Assistance Administration, thc Government of India paying for their 
expenses on halt. travel, rnedica! and other miscellaneous purposes 
while in India. The Central Statistical Brganisation incurred an cx- 
penditure of Rs. 40,865 on these experts to cover the expenditure on 
the  items mentioned above. . 

A brief note about the Statistical Quality Control is attached [See 
Annexure] for the information of the members of the Public Accounts 
Committee. 

P. N .  SUKTHANKAR. 
Secretary to the Cabinet. 

The  28th  September, 1954. 
A N N E X U R E  

STATISTICAL QUALITY CONTROL . 
The application of Statistical Quality Control Technique has in- 

creased considerably in U.S.A. from the period of World War 11. It 
results in substantial savings in scrap, re-work and inspection costs, 
besides an improvement of quality. "Better quality. greater quantity 
and lower costs" have been the consistent experience in the com- 
panies where these techniques have been accepted as a regular part 
of rspsations. Since this science was relatively of recent growth 
m u  b a s  hitherto pratically unknown in this country. the Govern- 
ment of India accepted the offer of the United Nations Technical 
Assistance Administration to send a team of foreign experts to orga- 
nise courses of training in this science, as a first step towards pr+ 
motlng quality control in industry in this country. Consequently, 
--.- -- --. . .. - - . --I- - - ._ 

*Sls Appendix I (Vol. I-Repn). 



an  agreement was entered into between the U.N. Technical Assis- 
tance Administration and the Government of India under which a 
team of five experts in Statistical Quality Control, including an  Exe- 
cutive Secretary, came to India for this purpose during 1952-53. 
Under this Agreement, the United Nations Technical Assistance 
Administration paid the salaries, travel cost and allowances of all the 
members of the team, while the expenditure on their stay, travel, 
medical and other miscellaneous expenses while in this country was 
met by the Government of India. The following experts constituted 
the team:- 

Prof. E. R.  Ott \ Rurgers University. New Brunswick, N. J ,, 
. , M. E. W'escl.)ttj U. S .  A. 
,, C. Clifford New Jerscy State Teachers Colle~e, Montclair 

N. 1 , U. S. .A. 
., Anders HaJd Univmity of Copcnhagcn. Denmark 
,. T. A. Budne Ex :cuti\v SecrJary. 

The team arrived in Delhi on October 10. 1952. A National Co- 
ordi.latin ' Committee with Shri V. T. Krishnamachari, Member (now 
Deputy (!hairman) Planning Commission, as Chairman and Prof. 
P. C. Mahalanobis as Secretary was set up  for overall guidance. In 
view of the short period (of 4 months) for which the team was sen: 
~ u t  to India. the National Coordinating Committee decided to arrange 
training courses at four centres. namelv Delhi. Calcutta, Madras 
and Bombay. The rraining was primarily meant for Operatives in 
industry. To derive full advantage of the presence of these e x ~ ? r t s ,  
it was decided to train a bar~d of teachers in the subject. Accordingly. 
applications from industries. governmental departments. technical 
and academic institutions were invited. ,153 candidates were selected 
after careful scrutiny as trainees and 16 of them were given repeti- 
live courses, being teachers trainees. Out of these trainees, 89 came 
from industries (Textiles 29, Chemical and Pharmaceutical 20, 
Engineering 13, Electrical 7 ,  Iron & Steel 6 and qjhers 14), 39 from 
Central Government. 7 from State Governments and 18 from Re- 
search and Educational Institutions. In addition to these trainees, 25 
observers-i from Research Organisations. 5 from Technical Educa- 
tional Institutions. 3 each from Central and State Governments, 2 
from Electrical Industries and 5 from the remaining organisations 
connected with the industries-also took advantage of the presence 
of these experts and attended the courses of trainees at different cen- 
tres. These courses have benefited the industry considerably, and 
a stat~stical quality unit has now been established by the Indian 
Statistical Institute in Bombay. 



APPENDIX LXXXII 
MINISTRY O F  EXTERNAL AFFAIRS (ACCOUNTS I1 SECTION) 
Note re: Item 6 of the statement of outstanding Recommendations* 

9 

The Public Accounts Committee in their report on the accounts 
for 1949-50 have recommended that "each Min1stx-y should organize 
a cell within their framework for exercising control over expenditure 
in accordance with the budgetary grants as well as for  prompt and 
satisfactory disposal of audit objections and the implc*iilentation of 
the recommendations of the Public Accounts Committee". 

2. The procedure in vogue in this Ministry in regard to the above 
recommendation is explained belowr:- 

( a )  The departments; figures of expenditure relating to the Head- 
quarters office are reconciled with tne figures booked by the Accounts 
Officer by personal collaboration. The progress of expenditure against 
sanctioned grants is reviewed thereafter, and a summary of the re- 
view indicating inter alia the magnitude of the expenditure and t h e  
sanctioned provision is submitted to a departmental committee which 
includes ofhcers of this Ministry as well as the accredited financial 
ddviser of the Ministry. . The control of expenditure relating to Indian Missions abroad and 
other offices is exercised through monthly progressive statements of 
expenditure received from time to time. An arrangement has been 
devised under which the Accountant General. Central Revenues, 
sends statements of book debits adjusted against each Mission's bud- 
get grant in his books to the Mission concerned and to this Ministry. 
Though the work of reconciliation is done by the Missions in direct 
co~~espondence with the Accountant-General, Central Revenues, this 
Ministry keeps watch to ensure that the figures of expenditure a r e  
duly booked in the departmental registers and reconciled. This 
method has been \solking satisfactorily and i t  is hoped that this 
Ministry will be in a position to exercise better control over expendi- 
ture under the revised arrangements. , 

( b )  At the request of ?his Ministry, the Accountant-General, Cen- 
tral Revenues, now sends to the Ministry particulars of all audit 
objections outstanding for more than six months in hls objection 
registers. On receipt of these statements, the drawing and disburs- 
ing officers are addressed with a view to expediting the  clearance of 
outstanding audit objections. 

(c) Arrangements already exist for taking action on the recom- 
mendations of the Public Accounts Committee and prompt action is 
taken to implement the Committee's recommendations. 

H. DAYAL. 
Joint Secretary. 
. - .  - 

Srr Appendix I (Vol. I-Report). 



'MINISTRY O F  INFORMATION AND BROADCASTING 

Hate stating action taken on item Nos. 6, 7 and 8 of .the Statement 
of Outstanding Recommendations* 

With a view to ensuring effective control over expenditure against 
h d g e t a r y  grants, monthly progress reports of expenditure under 
e a c h  primary head of account are obtained from all constituent 
units of the Ministry. The fi ures are entered in registers main- 

-tained for each unit. A quarter f y review of the expenditure is made 
which is submitted tr7 the Finance Ministry after approval by the 
'Secretary, I.  & B. Ministry. The expenditure registers are also 
shown to the Finance Mlnistry a t  quarterly meetings with that 
Ministry to review budget expenditure. 

Instructions h a v ~  also been issued to all constituent units to con- 
duct a monthly reconciliation of departmental expenditure figures 
with those entered in the books of the audit authorities. Monthly 
returns are obtained from each constituent unit and the reconcilia- 
tion statements are submitted before the Ministry of Fmance a t  the 
quarterly meetlng. 

All audit objections receivpd by the Ministry and constituen' 
units are entered in the registers maintained by each constituent 
unit.  Progress reports are obtained from them every month in the 
Secretariat. Objections over 6 months old are reported by audit 
authorities to the Ministry and are entered in the register main- 
tained in the Secretariat. Units concerned are advised to speed up 
disposal of such audit objections. Progress on these objections is 

-entered in the register from time to time \vhich is submitted to the 
' Ministry of Finance a t  quarterly meetings. 

The Information & Broadcasting Ministry asked for additional 
staff to constitute a cell i n  the Ministry for control over budget 
expenditure. The Finance Ministry suggested that the possibility 
of making the required arrangements within the existing strength 
nritlmut any additional expenditure should be explored and the pro- 
m i t i o n  is under examination. 

See Appmdix I (Vol. I-Report). 



APPENDIX LXXXIV 
GOVERNMENT OF INDIA MINISTRY . (TRANSPORT WING) 

[No. 2-G(60)/53] 

OF TRANSPORT 

New Delhi, the 4th January. 1954. 
MEMORANDUM 

SUBJECT:-Recommendations of the Public Accounts Committee on 
the Accounts of the year 1 9 4 9 - 5 6  
Question of setting up a separate "Budget Cell" in the 
Ministries. 

Ir, item 6 of the statement showing action taken or proposed to 
be taken on the. recommendations of the Public Accounts Commit- 
tee. received ivith Parliament Secretariat Ofice Memorandum No. 
46(6)-FC/53, dated the 24th June, 1953, the Public Accounts Commit- 
tee recommended that each Ministry should organise a cell within 
their framework for exercising control over expenditure in accord- 
ance with the budgetary grants as well as for prompt and satisfactory 
Uisposal of audit objections and the" implementation of the recom- 
mendations of the Public Accounts Committee. This suggestion 
has been carefully examined in this Ministry who are of the view 
that unless additional staff is provided. a strictly independent 
"budget cell" cannot be set up. But according to the existing 
arrangements in this Ministry, "G" Branch in a way functions as the 
"Budget Cell'' of the Ministry inasmuch as it coordinates the budget 
work of all the branches. This arrangement. coupled with the. 
measures to maintain regular registers showing the expenditure 
booked against various heads from time to time, taken in compliance 
with the recommendation of the Public Accounts Committee in 

'Para. 18 of their report of 194&49(1). is working satisfactorily in this 
Ministry. I 

N. M. AYYAR, 
Secretary. 



APPENDIX LXXXV 

Memorandum on Item 7 of the Statement of Outstanding A m -  
mendations of the Public Accounts Committee* Re: control over 
expenditure. . 

In paragraph 18 of their Report relating to the Appropriation 
Accounts 1948-49(I). the Public Accounts Committee recommended 
that Ministries should devise measures urgently \vhereby espendi- 
ture under each grant and sub-head under that grant is booked 
immediately after i t  is incurred. The progress of expenditure should 
be watched by the authority administering the grant so that before 
incurring further expenditure it should ensure that the fresh expen- 
diture is. within the limit of sanctioned allotment. 

In this Ministry the progress of expenditure is being watched to 
ensure that the fresh expenditure sanctioned does not result in any 
excess over the sanctioned allotment. It may, however, be added 
that delays in the adjustment of expenditure have come to notice 
in several instances. They occur mainly in the case of expenditure 
incurred in the old camps (which have since been closed) where 
displaced persons were originally given relief. Such camps were 
set u in a hurry and no recofd of the various liabilities Incurred 
was Rept. In the absence of this information it is not possible t o  
ensure speedy adjustment of all items. These cases generally 
relate to debits for the supply of food-stuffs by the Ministry of 
Food to various State Governments, camps etc., rent of buildmgs 
belonging to the Ministry of Defence used for accommodating dis- 
placed persons, rail charges in connection with the movement of dis- 
placed persons from one State to another etc. Most of these cases 
relate to the years when there was heavy influx of displaced persons. 

C. N. CHANDRA. 
Secretary. 

The 5th Uovember, 1953. . See Appendix I (Vol. I-Report). 



APPENDIX LXXXVI 

GOVERNMENT OF INDIA MINISTRY OF TRANSPORT 

New Detlzi. the 11th January, 1954. 

Memorandum for the Public Accounts Committee with reference to 
their remarks in para. 18 of their first Report on the Appropria- 
tion Accounts (Civil) of 1948-4%-(Item No. 7 of the Statement 
of Outstanding Recommendations*). 

In item 7 of the statement showing action taken or proposed to  
be taken on the recommendations of the Public Accounts Commit- 
tee, received with Parliament Secretariat Office Memorandum 
No. 46(6)-EG/53, dated the 24th June. 1953, the Public Accounts 
Committee have recommended as follows :- 

"In order to check the tendency of the spending authorities to 
incur expenditure in excess of the sactioned grants of 
appropriations, it is essential that the Ministries in 
general and the Ministry of Finance in particular, 
should devise measures urgently whereby expenditure 
under each grant and sub-head under that grant is 
booked immediately after it is incurred. The progress 
of expenditure should be watched by the authority ad- 
ministering the grant so that before incurring further 
expenditure, it would ensure that the fresh expenditure 
is within the limit of sanctioned allotment. This is, of 
course, without prejudice to the legitimate use of the 
Contingency Fund." 

2. So far as the Ministry of Transport (excluding the Roads 
Wing) is concerned, the progress of ex enditure is carefully watch- 
ed every month. In order that this hfinistry should have also 
control over the flow of expenditure instructions have been issued 
to Subordinate Offices to submit to this Ministry monthly statements 
showing the expenditure incurred by them in respect of various 
heads of accounts with which they are respectively concerned. 
These returns arr* received every month from them and the budge- 
tary position is reviewed quarterly and submitted for informati06 
of higher officers. In addition, quarterly expenditure statements 
arc furnished to the Ministry o f  Finance (Communications Division) 
to Acquaint that Ministry with the progress of expenditure. 



3. The Roads Wing of the Ministry of Transport administers t h e  
following grants : - 

-- ---A -- 

Account head Sub-heads 

5 0-Civil Works Central. (a) original Works-Csmmunications. 
(b) Repairs : 

(i) Maintenance of National Highways. 
( i i )  Other Communications. 

(iii) 'Tools and Plant. 
(iv) Grants-in-aid, contributions etc. 
(v) Deduct recoveries. 

81-Capital Accounts of Civil (i) Construction of Natjonal Highways. 
Works outsidc the Revmu,: (ji) Constructicn of Other Roads. 
Account. (jjj) Construction of :he PathankotJ-ammu 

Road. 
:;v) Deduct rcc.wcrles. 

- -- -- - - - - - - - - - -- - - - - - 
4. All road works under the administrative control of this Min- 

istry are normally executed through the agency of the Public 
Works Department of the State Governments of Part 'A', Part 'B' 
and Part 'C' as well as through certain Central agencies like the 
Central Pubhc Works Department and Central Water and Power 
Commission etc., on an agency basis. As laid down in the Genera! 
Financial Rules. these executive agencies are responsible for watch- 
ing the progress of expenditure vzs-a-vis the grants placed at their 
disposal by this Ministry. 

5. Further, a specific detailed procedure for watching the pro- 
gress of the expenditure on road works (both origmal and main- 
tenance and repairs) under the administrative control of this Min- 
istry has been adopted, after consultation with the Ministry of 
Finance. Unckr this procedure, quarterly statements of expenditure 
in a prescribed form are required to be submitted to this Ministry 
by each accounts officer on whose books the expenditure on roa4 
works is recorded. 

6. ~ h r t h e r ,  a special procedure has been adopted by this Minis- 
try (Roads Wing) in placing allotments with the various States and 
Administrations for executing road works. The entire allotments 
are  not placed at their disposal all a$ once, but they are made in 
suitable instalrnents on the basis of actual progress of expenditure 
on various sanctioned works durin a particular year. Further care 
is taken to see that no funds are a f lotted in excess of approved esti- 
mated cost of invididual works beyond permissible limits. Final 
allotments are made only after December on the basis of progress of 
expenditure. In this way also, effective control of expenditure vis- 
tr-vis allotments is exercised by this Ministry in so far as the road 
works are concerned. 

N. M. AYYAR, 
S e c r d q .  



APPENDIX LXXXVIl * 

Note from the Ministry of Commerce and Industry in regard to Itenv 
No. 7 of the Statement of Outstanding Recommendations* 

Detailed procedure to watch the progress ofDexpenditure and to 
reconcile the figures of expenditure booked by the Controlling au- 
thorities with tho= booked by the Accounts Offices concerned al- 
ready exists, so far as this Ministry and its attached and subordinates 
offlces are concerned. 

P. GOVINDAN NAIFk,,, 
Joint Secretary. 

The 26th October, 1'"" 



A Y PENDIX LXXXVIII 

MINISTRY OF EXTERNAL AFFAIRS 
(ACCOUNTS I1 SECTION) 

Note re: Item Nos. 7 and 8 of the Statement of Outstanding Recorn- 
mendations of the Public Accounts Committee* 

The Public Accounts Committee in their report on the accounts 
-for 1948-49 have observed as follows :- 

"In order to check the tendency of the spending authorities to 
incur expenditure in excess of the sanctioned grants or appropria- 
tions, it i s  essential that the Ministries in general, and the Ministry 
of Finance in particular, should devise measures urgently whereby 
expenditure under each grant and sub-head under that grant is 
bboked immediately after it is incurred. The progress of expendi- 
ture should be watched by the authority administering the grant 
so that before incurring further expenditure, it should ensure that 
fresh expenditure is within the limit of sanctioned allotment. This 
is, of course, without prejudice to the legitimate use of the Con- 
tingency Fund." 

2. The following arrangements exist in this Ministry in regard to 
. the above recommendation :- 

(a) The control of the grant at the disposal of this Ministry is 
.exercised through progressive expenditure statements which indi- 
cate the upspent balance available under the grant at a given time, 
*awl estimates received every quarter which show the position of 
the grant vis-a-vis the quantum of liabilities anticipated. The re- 
view of the grant against the data available facilitates the necessary 
check to ensure that the expenditure reported from time to time is 
within the sanctioned allotment. If the sanctioned allotment is 
Sieund to be insufficient, steps are taken to augment the existing 

ovision either by a supplementary grant, or by an advance from 
he Contingency Fund of India, or by reappropriation of savings F 

within the grant, as determined by the position of the grant at any 
particular time. 

(b) In order to ensure that expenditure incurred by one office on 
behalf of another is adjusted against the latter's grant, a procedure 
has been devised whereby the paying office sends an advice of pay- 
ment both to the office on whose behalf the payment is made and 
to the Accounts Officer so that the necessary adjustments are made 
both in the departmental and in the Accounts Officers' books s~mul-  
taneously. 

H. DAYAL, 

- -- - - -- Joint Secretary. ----- -- 
*See Append.~ I (Vol. l - -kpor t j .  



APPENDIX LXXXIX 

& 
MINISTRY OF REHABILITATION 

Memorandum regarding Reconciliation of departmental figares of 
expenditure with those kept in the Accounts Office & taking 
over of accounts work by the Ministries--(Item No. 8 of the 
Statement of Outstanding Recommendation*). 

In paragraph 19 of their Report relating to Appropriation Ac- 
counts for 1948-49 (I) ,  the Public Accounts Committee recommended 
that the spending departments should maintain their accounts pro- 
perly so that the reconciliation of the figures of expenditure booked 
by the spending departments with those booked by the Accounts 
OfTlcers is efficiently conducted. They also advised that steps.should 
be taken to assume responsibility for keeping the entire accounts by 
the Ministries/Departments concerned gradually but effectively. 

A revised procedure for the reconciliation of Departmental 
figures of expenditure with those booked in the account office has 
been adopted in consultation with the Minist of Finance, Instruc- 
tions regarding the maintenance of accounts y this Ministry are 
a ~ a i t e d  from the Ministry of Finance. 

7: 

The 5th November, 1953. 
C. N. CHANDRA, 

Secretary. 

.---- - - 

'SII Appendix I (Vol. I-&pon). 



APPENDIX XC 1 

MINISTRY OF NATURAL RESOURCES AND SCIENTIFIC 
RESEARCH 

Note regarding item No. 8 of the Statement of Outstanding Recom- 
mendations of the Public Accounts Committee* 

The Ministry receives progressive monthly expenditure state- 
ment from all its subordinate offices. These are checked with the 
sanctioned grant and a watch is thus kept to ensure that progress of 
expenditure is on proper lines. Monthly reconciliation statements 
are also obtained from the subordinate offices. These are scruti- 
nised to see that discrepancies between departmental figures and 
those booked in the audit office are reconciled in proper time. 
Periodical meetings are also held with the Finance Ministry for a 
general review of the neconciliation of the figures of expenditure 
with those booked by the Accounts Office. 

S. S. BHATNAGAR. 
Secret&, y. 

- --- -- 
*See Appendix I .  (Vol. I-~epot-t). 



APPENDIX XCI 

MINISTRY OF TRANSPORT 
(Transport Wing) 

8 

[NO. 2-G(61) /53.] 

New Delhi, the 24th November, 1953. 

Note for the Public Accounts Committee with reference to their n- 
marks in para 19 of their First Report on the Appropriatior 
Accounts (Civil) of 1948-49-(Item No. 8 of the Statement of tbe 
Outstanding Recommendations*). 

In item 8 of the Statement showing action taken or proposed to 
be taken on the recommendations of the Public Accounts Committee, 
received with Parliament Secretariat Office Memorandum No. 46(6)- 
FC/53, dated the 24th June, 1953, the Public Accounts Committee 
have recommended as follows :- 

"The reconciliation of the figurns of expenditure booked by 
.O the spending Departments concerned with those book- 

ed by the respective Accounts Officers is one of the 
'potent methods' by which the flow of expenditure can 
be regulated and the tendency to overspend curbed. To 
achieve this end, the spending Departments should 
maintain their accounts properly. The financial Ad- 
visers attached to the Ministries etc. should guide the 
Administrative authorities in regard to the maintenance 
of accounts and for watching the progress of expendi- 
ture. They should also look into the accounts of Min- 
istries1Departments periodically i n  order to see that 
these are being maintained properb. In the U.K. the 
responsibility for keeping the entim accounts rests with 
the Ministries/Departments concerned. Steps should 
be taken to introduce changes in this respect gradually 
but effectively." 

2. So far as the Ministry of Transport is concerned, the figures 
of actual expenditure are reconciled with the figures recorded in the 
Accounts Offices concerned every month. The reconciliation of 
figures of expenditure booked by the spending Departments with 
those booked by the respective Accounts Offices was o w  of the 
points considered at the inter-Ministerial meeting held in Septem- 
ber, 1952. It was agneed that the figures of expenditure as booked in ; 

the audit offices should be obtained by the spending authorities and 
incorporated in the register maintained for the purpose. Instruc- 
tions have accordingly been issued to the Subordinate Ofaces on ------. 

*See Appendix I (Vol. I-Report). 



244 f 

the above lines. The audited figures are now invariably shown iD 
the Register ke t in the Ministry also for recording statement of 
monthly -nbIture. 

So far as expenditure on road works is concerned the suggestion 
is under active consideration. 

N. M. AYYAR, 
Secretary. 



APPENDIX XCLI . 
MINISTRY OF STATES 

Note o i  Item 8 of the Statement of Outstanding Recommemdations 
of the Public Accounts Committee* re: recopciliation .of the 
figures of expenditure booked by the spending departments con- 
cerned with those booked by the respective Accounts Officers. 

The Ministry of Finance have issued detailed instructdons ia 
regard to the maintenance of Departmental Accounts by the spend- 
ing departments and ,he reconciliation of these accounts with those 
maintained by the Ac~,.unts Offices. These instructions have .been 
communicated to the Par; C States, the Counsellors and the Regional 
Organisations, and they have been asked to send monthly qfqxxt~ 
showing the expenditure booked in the Departmental Registers and 
monthly returns of figures after reconciliation with those bodred in 
the Accounts Offices. The departmental figures are to be sent by 
the 15th of the month following the month to which they relate, 
and the reconciled figures a fortnight later. Any delay in the  sub- 
mission of these returns is watched and taken up with the authori- 
ties concerned. So far as expenditure of the Ministry of States 
Se~re ta r ia t  is concerned, reconciliation.between the Departmental 
figures and those booked in the  Accountant General, C e n t d  Re- 
venues' Office is d o ~  by deputing an Assistant or Senior Clerk to  
the Ofice of the Accountant General, Central Revenues. 

Registers are maintained in the Ministry of States to watch the 
progress of expenditure and the Ministry of Finance arrange periodi- 
cal  discussions as and when they consider it necessary to review the 
position. 

G. SWAMINATHAN, 
Joint Secretary. - -- --- - ---- - -- 

*S:C Aprcnthx I \\'ol I-Rcport). 



APPENDIX xcm 
MINISTRY OF DEFENCE 

SUBJECT: -Grants for Developmeizt Schemes- (item 8 of the Slate- 
nent of Outstandzng Reconrmendations*'). 

In  p r a g r a p h  21 of the First Report on the Appropriation Ac- 
counts (Civil) and (Posts & Telegraphs) of 1948-49 and unfinished 
Accounts (Civil) of 1947-48 (post-partition), the Public Accounts 
Committee made the following r e c ~ m ~ n d a t i o n  :- 

"In regard to proper utilization of the grants made to the State 
Governments etc. for various Development sche~lllgs 
launched by them, the Central Government should 
conduct broad checks to see that the objectives with 
which such allocations are made are achieved as in- 
tended and within the targets laid down." 

2. The above recommendation has k e n  examined. The Ministry 
.of Defence is hardly concerned with grants to State Governments 
for development schemes. The only grants given by the Defence 

are for the resettlement of ex-scrv~ccmt.n and these are 
scrutinised before and after sanction, and the projects 

inspected from time to t i d e  by senior officers. e 

3. The Ministry of Finance (Defence Division) and the D.A.D.S. 
have seen. 

B. B. GHOSH, 
Joint Secretary. 

The 12th January, 1954. 



APPENDIX XCIV 
MINISTRY OF REHABILITATION 

Memorandum re: the proper utilisation of t4e grants made to the 
State Governments etc-(Item No. 9 of the Statement of Out- 
sbnding Recommendations*). 

I n  paragraph 21 of their Report relating to the  Appropriation 
Accounts for 1948-49 (I)  the  Public Accounts Committee suggested 
that  the Central Government should conduct broad checks to  see 
that the objectives with which grants are made to the  State Gov- 
ernments etc., a re  achieved as intended and within the  targets laid 
down. This Ministry has an officer of the rank of Joint Secretary 
whose duty is to go round the various States to pee 
whether the relief and rehabilitation schemes are being properly 
implemented and funds properly utilised. 

C. N. CHANDRA, 
Secretary. 

The 5th November, 1953. 

-- 
*See Appendix I (Vol. I-Rcpon). 
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APPENDIX XCV 

MINISTRY OF TRANSPORT 
(Roads Wing) 

SUBJECT: -Checkscon the proper wtilisation of grants made to States 
-(Item No. 9 of the Statement of Outstanding Recom- 
mendation*). 

While considering the appropriation accounts (Civil) for 1949-50. 
the Public Accounts Committee made the following observation :- 

"In regard to proper utilisation of the grants made to the 
State Governments etc. for various Development 

, Schemes launched by them, the Central Government 
should conduct broad checks to see that the objective 
with which such allocations are made are achieved as 
intended and within the targets laid down." 

2. Roads Wing of this hlinistry is concerned with- 

(i) National Highways; 
(ii) 'Wher Roads' under the administrative and financial can- 

trol of the Ministry of Transport; and 
(in) Schemes financed from the Central Road Fund. 

3. As regards National Highways and Other Roads, these are 
Central liabilities and the funds provided to the State Governments 
for works (both original as well as maintenance and repair) of these 
roads cannot obviously be treated as grants. Also, these do not 
come under the category of Development Schemes launched by the 
State Governments. 

4. The execution of works on National Highways and Other 
Roads is entrusted to the Public Works Departments of the States 
and other Central agencies like the Central Public Works Depart- 
ment, Central Water & Power Commlsslon etc. The allotments for 
works on these roads are not plaaed at their disposal all at once but 
they are made in suitable instalments on the basis of actual pro- 
gress of expenditure on various sanctioned works during a particu- 
lar year. The detailed estimates for all works are required to be 
approved by the Government of India and the States are required 
to forward monthly progress reports in respect of each sanctioned 
work. The difficulties, if any, regarding the progress of a work are 
also indicated in the progress reports and prompt action is taken 
by this Minist to remove the bottlenecks, if any. The Planning 
Otscers of this%inistry and the Engineer Liaison Officers posted in 
the States also make periodical inspection of the roads. 

------ 7 -  - - 
*See Appendix I (Vol. I-Report). 
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5. As regards the Central Road Fund, eighty per cent. of the 

total revenue accruing to the Fund in a year is allocated to the 
States on the basis of petrol consumption. These allocation amounts 
i n  respect of Part 'A' and Part 'B' States a re  held by the Central 
Government to the credit of the States, against which quarterly al- 
lotments are sanctioned to the State Governments on receipt of a p  
plicatiens to enable them to meet anticipated expenditure on road 
works approved by the Government of India for being financed from 
the Central Road Fund allocations. In the cass of Part  'C' States 
wlthout legislatures, the Central Government issue sanctions for the 
works to be Ananoed therefrom and provide for the necessary ex- 

enditure in the Central budget which is subject to the vote of the 
Sarliament. As regards Part 'C' States with legislatures, their 
shares from the Central Road Fund allocations are placed at their 
d~sposal as they accrue. No expenditure can, however, be incurred 
by these States unless the estimates of works on which the expen- 
diture is proposed to be incurred are sanctioned by the Government 
of India. The amount required for expenditure on samtioned 
works from year to year is provided for in the States budget which 
requires the prior approval of the President before being presented 
to the State legislature. 

Further, strict instructions have been issued to audit not to admit 
expenditure on unapproved works. The Central Government 
receive quarterly statements of expenditure from the Accountants 
General of the various States in regard to road works approved by 
the Central Government to be financed from the Road Fund alloca- 
tions and watch the expenditure so that it does not exceed the a p  
proved limit in the case of any approved road scheme. These allo- 
cations also cannot be treated as grants. 

6. The balance of 20 per cent. of the revenue accruing to the 
Fund is kept as a 'Central Reserve'. This Reserve in terms of para 
6 of the Road Fund Resolution of 19th November, 1947 (as amended 
by the late Constituent Assembly on the 8th December, 1949 and by 
Parliament on the 14th April, 1950) is to be applied first for defray- 
ing the  cost of administering the Gn t ra l  Roatl Fund and thereafter 
upon such schemes for research and intelligence and upon such spe- 
cial enquiries in connection with roads and upon special grants-in- 
aid for such objects connected with the roads as the Central Gov- 
ernment may approve. 

7. When an application is received by the Government of India 
for a grant from the Central Reserve, the in the first instance 
satisfy themselves whether the proposed sc h eme is suitable. If the 
Government of India decide that a grant should be given from the 
Reserve to the State Government or other administration or auth* 
rity concerned, the Government of India inform them that they, 
will be prepared to meet from the Reserve the whole or a stated 
proportion of the estimated cost of the work, subject to a maximum 
limit, if necessary. The State Government or other administration 
or authority concerned then submits detailed estimates with plans 
etc. for each such scheme to the Government of India. After m- 
tiny of t h e  estimates, the Government of India communicate their 
technical approval and financial sanction to  the State Go-mt . 



or other administration or authority concerned, The competei.t au- 
thority then accords (technical) sanction to the estimates and the 
State Government or other administration or authority concerned 
then intimates to the Government of India the number, date, and 
other particulars of, the detailed estimates so sanctioned. This in- 
formation is then passed on t o  Audit who are informed that a con- 
tribution will be made from the Central Road Fund Reserve to- 
wards the expenditure against the sanc!ioned estimate to the extent 
decided upon. 

I ,  

8. The expenditure is incurred by the State Government against 
the grant sanctioned by the Government of India and initially book- 
ed in the books of the State Accountants General and subse- 
quently passed on to the Accountant General, Central Revenues for 
final adjustment. The procedure for ensuring that the grants from 
the Central Road Fund Reserve are utilised for the purpose tor 
which they were intended and that physical targets are achieved in 
conformity with the patterns approved by the Government of Indla, 
is the' same as adopted for works on National Highways and other 
Roads which has been briefly described in para 4 above. 

The 8th October, 1954 

N. M. AYYAR. 
Secretory. 



APPENDIX XCVI 

MINISTRY OF WORKS, HOUSING* AND SUPPLY 
Note r e .  Item No. 9 of the Statement of Outstanding Recommenda- 

tions of the Public Accounts Committee" Grants for Develop 
ment Schemes. 

b 

This Ministry is concerned with Grants for Industrial Housing 
Scheme. The objectives for which the Grant is made. and the date 
by which the tenements for industrial workers should be construct- 
ed, are mentioned in the sanction letter as well as in the agreement, 
and regular periodic progress reports are obtained. 

S. RANGANATHAN. 
Joint Secretary. 

+SM Appendix I (Cot. I-Heport). 
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APPENDIX XCVII . 
MINISTRY OF DEFENCE 

I 

Note re  : Item No. 9 of the Statement of Outstanding 
4 Recommendations* 

SUBJECT: -Reconciliation of Accounts. 
In  paragraph 19 of the First Report on the Appropriation Ac- 

*counts (Civil) and (Posts & Telegraphs) of 1948-49 and unfinished 
Accounts (Civil) of 1947-48 (post partition), the Public Accounts 

 committee made the following recommendation:- 
"The reconciliation of the figures of expenditure booked by ' the  spending Departments concerned with those booked 

by the respective Accounts Officers is one of the 'potent 
methods' by which the flow of expenditure can be regu- 
lated and the tendency to over-spend curbed. To achieve 
this end, the spending departm.ents should maintain 
their accounts properly. The Financial Advisers attached 
to the Ministries etc.. should puidc the Administrative 
authorities, in regai;a to the maintenance of accounts and 
for watching the progress of expenditure. They shou'ld 
also look into the accounts of Ministries/Departments 
periodically in order to see that these are being main- 
tained properly. In the U.K., the respons~bility for keep 
ing the entire accounts rests with the Ministries/Depart- 
ments concerned. Steps should be taken to introduce 
changes in this respect gradually but effectively." 

2. The above recommendation has been examined. So far as 
t h e  Defence Services are concerned, reconciliation is being carried 
.out in respect of the locally controlled heads. In other cases, ex- 
penditure is being watched by the authorities in the Centre with 
referepce to the figures furnished by Accounts Officers and other 
.data. 

3. The Ministry of Finance (Defence Division) and the D.A.D.S. 
have seen. 

B. B. GHOSH, 
.lo* Secretary. 

"The 12th January 1954. 

--- 
*See Appendix I (Vol. I-Report). 

I 
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APPENDIX XCVIII . 
MINISTRY OF FOOD & AGRICULTURE 

(FOOD) 

RECOMMENDATION OF THE PUBLIC #ACCOUNTS 
COMMITl!EE-(Item 10, 1948-49 (I), Paragraph 25 

of the First Report). 
Recommendation.-In all cases of misuse of public money, m- 

ckless disregard of financial rules, extravangances and losses re- 
sulting from negligence of officials, responsibility should be fix& 
on the individual officers and the Ministry concerned. The Ad- 
ministrative Ministry should not content itself merely with passing 
strictures against the officers concerned but should t a k e  some 
positive action against them for wastes of public funds caused 
through their wilful actions or contributory negligence. In order 
to tone up administrative integrity and efficiency, it is absolutely 
essential that officials found guilty of such acts are dealt with 
promptly and severely. Officers nesponsible for failing to take 
action or delaying action against the delinquent officials should also 
be suitably punished. 

*Remarks.-One O f i e r  of the rank' of Deputy Secretary an&, 
another of the rank of Under Secretary have been nominated for 
the purpose of conducting all the departmental enquiries arising 
within the Ministry. 



APPENDIX XCIX 
GOVERNMENT OF INDIA 

MINISTRY OF TRANSPORT 
(TRANSPORT W ~ N G )  
[NO. 2--G(61)/53] 

New Delhi, the 25th November, 1953. 
Note for the Public Accounts Committee with reference to the& 

remarks in para 25 of their First Report on the Appropriation 
Accvunts (Civil) of 1948-49.-(Item No. 10 of the Statement of 
Outstanding Recommendations*) 

In item 10 of the statement showmg action taken or proposed to 
'be taken on the recommendations of the Public Accounts Commit- 
tee, received with Parliament Secretariat Office Memorandum No. 
46(6)-FCIS3, date the 24th June, 1953, the Public Accounts Com- 
mittee have recommended as follows:-"In all cases of misuse of 
,public money. reckiess disregard of financial rules, extravagances 
and losses resulting from negligence of officials, responsibili~y 
should be fixed on the individual officers and the Ministry concern- 
ed. The Administrative Ministry should not content itself merely 
with passing strictures against the officers concerned but should 

t ake  some positive action against them for wastes of public fund 
,caused through their urilful actions. or contributory negligence. In 
order to tone up administrative integrity and efficiency, it is ab- 
solutely essential that officials found guilty of such acts are dealt 
with promptly and severely. Officers responsible for failing to 
t a k e  action or delaying action against the delinquent officials should 
also be suitably punished." 

2. The instruction have been noted. So far as road works are 
concerned they are executed through the State PuMic Works De- 
partments and Central Organisations like the Central Public 
Works Department, Central Water and Power Comrrission etc., 
who have their own rules for dealing with such cases. This Minis- 
try will however see that officials causing loss to Central Funds 
through negligence and fraud are duly brought to book. 

N. M. AYYAR, 
Seeretaw. 

- - - - - - - - . - - - - - - -. -- 
*See Appendix I (Vol. I-Report). 
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APPENDIX C e 

MINISTRY OF FINANCE 

New Delhi, dated the 14th July, 1954. 
Memorandum regarding item 14 (ii) of the Statement of Outstand- 

ing Recommendations of the Public Accounts Committee.* 
I n  the report submitted last to the Committee in September, 

1952, the actual percentages of the ratio of the expenditure incurred 
on agency fees paid to the Commonwealth Relations Office to the 
pensions paid by that Office were furnished for the years 1947-48 
to 1950-51. This has been brought up-to-date till the year 3953-54 
and the position now compares as follows:- 
-- -- - - - . - - - - . - 
Ycsr Agency Fees Paid Amount of Pcncions Pald by C.R.O. Percentage of Ratio. 

(f 1 ( f )  (f) - - - - -  . . - . - - - - 
1947-38 231,250 1,826,940 12.6 

(Posr Part~tron) 

- . -- . -- - - -- 
The amount of the contribution payable to the Commonwealth 

Relations Office varies from year to year depending on the volume 
of work done by that office on behalf of the Government of India. 
This work is now confined mostly 
sions and administration of ce r tak  

to the payment of military pen- 
Family Pension Funds. 

M. V. RANGACHARI, 
Joint Secretaly. 

T o  
The Chairman and members of the Public Accounts Committee 



APPENDIX CI * ', 
~ S T R Y  OF FINANCE 

-~a~aurn wbmitted by the Ministry of Finance (Department 
,, &venue & Expenditure) in regard to Item Nos. 14 (idi) and 16 of 
the Statement of Outstanding Recommendations of the Public 
Accounts Committee.* 

Item No. 14 (iii).-It has been ascertained from the Ministry of 
External Affairs that where our Commissions function as in Port 
Louis and Trinidad the interests of Indians living in those places 
are looked after by them. In places where we have no represen- 
tative,. the British Representatives render assistance to Indians set- 
tling in those countries. 

ltem No. 16.-The High Comrrlissioner for India in London exer. 
cises greater financial powers than those of the Heads of Missions 
Under the External Affairs Ministry. The powers are as shown in 
Annexure 'B' to Chapter IV of General Financial Rules, Volume I. 
The functions of the High Commissioner in London, by virtue of 
our connections with the British Government, are larger than those 
which other Ambassadors art! called upon to perform, e.g.. he tias to 
purchase stores not only for the Government of India but also for 
the Embassies in Europe and enhanced powers became a necessity 
in the interests of the speedy disposal of work. To ensure proper 
Bnancial advice being rendered to him, an experienced officer has 
been posted in London to act as the Financial Adviser to the High 
Commissioner. 

J. DAYAL, 
Joint Secrretary, 

-. 

*Sw Appendix I (Vq. I -Repm). 
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APPENDIX CII e 

Memorandum regarding item 15 of the Statement of Outstanding 
Recommendations of the Public Accounts Committee. 

I n  the review of the  financial position of th6 Department of 
Insurance submitted to the Public Accounts Committee in November, 
1953, it was stated that the financial position of the Department 
should be carefully watched for sometime more before final conclu- 
sions could be drawn as to whether the Department would be s d f -  
supporting or not. The figures of income and expenditure for 1953- 
54 are given below: 

Year Income Expenditure Saving 

(The figures are provisional pending final adjustments in the 
books of the Accounts Office concerned.) 

2. However the full effect of the recent expansion of the Depart- 
ment of Insuranc? has not begun to be felt as some of the newly 
sanctioned posts are  still in the process of being filled up. The 
position will have to be watched f o r ,  sometime more before any 
final conclusion is arrived at. 

B. K. KAUL, 
Deputy Swretary. 



APPENDIX CIII 
GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

Dbpartment of Economic Affairs 
New Delhi, dated the 15th July, 1954. 

Memorandum regarding the selling rates of the India Security Presa 
Products.-Item No. 17 of the Statement of Outstanding 

Recommendations* 
In their report on the accounts for 1948-49 (interim) the Public 

Accounts Committee recommended that the advisability of the u p  
ward revision of the selling rates of the India Security Press pro- 
ducts should be considered by Government. Accordingly, the posi- 
tion was reviewed in 1951 with reference to the results of the work- 
ing of the Press &ring 1949-50. The conclusion reached was that 
inspite of the increased expenditure in the year 1949-50 due to the 
paymdnt of arrears of overtime and of dearness allowance there 
was no justification for any upward revision of th? selling rates 
of the rress products, because the accounts for that year still 
showed a satisfactory margin of profit (mean profit on mean capital 
being 11.2 per cent. as against the minimum figure of 10 per cent. 
fixed in this behalf). It was, however, proposed to review the 
position again after the results of the accounts for the year 1950-51 
were known. 

2. The position was revie'wed after the results of the audited 
accounts for 1950-51 were known. The accounts for that year show- 
ed a mean profit of 10.5 as against the figure of 11.2 per cent for 
the previous year. Since the decrease of 0.7 per cent in the profit 
was mainly due to reduced sales as a result of the decrease in the 
demand for the Press products, any increase in the selling prices 
of the Press products was not warranted. As, however, the work- . ing of the first half of 1951-52 showed a downward trend in pro- 
fits, it was decided to consider the question of increase in the charges 
for printing of stamps, etc., after the audit of the Press accounts 
for 1951-52 had been completed and the results known. 
* The position was accordingly reviewed in 1952 in the light of 

the ~ s u l t s  of the audited accounts for 1951-52, which showed the 
margin of profits considerably lower than the minimum fixed in 
that behalf. The position in 1952-53 was likely to prove still worse 
on account of the anticipated increase in the manufacturing cost 
during that year as a result of increased pay to be paid to Operative 
Establishment due to the implementation of Varma Award and the 
increasing cost of paper. Taking all these factors into consideration, 
the selling rates of almost all the Press products were increased 
by about 10 per cent., with effect from the 1st October, 1952. 

3. The position was further reviewed again at the close of the 
hanc ia l  year, 1952-53. The selling rates were, therefore, further 
revised with effect from the 1st April, 1953 and the rates so revised 
continue to be force till now. 

M. V. RANGACHART, 
- . . . .. . -. . . _ -  . -_ _. Joint . -. Secretary. . .- 

'Src App~ldix I No!. I- -Report). 
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APPENDIX CIV 
..r 

b MINISTRY OF FINANCE 
Memorandum Regarding Item No. 18 of the Statement of outstanding 

Recommendations of the Public Accounts@Committee 
S U B J E C T . - ~ T O ~ ~ ~  ~ ~ O S C C ~  of audit objections 

The procedure that has been devised to ensure prompt disposal 
of audit objections is laid down in the Finance Ministry's M?mo- 
randum No. F. X/27(7)/EGI/53, dated the 29thSJune, 1953 and Oftice 
Memorandum No. F.27(7)/EGI/53, dated the 19th December. 1953. 
(See Annexures I and 11). It is briefly explained below. 

2. According to this procedure, audit will send their obj?ctions 
to the appropriate Ministries and will also compile and forward to 
each Ministry a list of objections which are outstanding against the 
Ministry for more than six months. A copy of the list will also 
be sent to the Ministry of Finance for information. It will be the 
duty of the administrative Ministry to arrange for prompt action 
being taken to settle outstanding objections, if need be, in consul- 
tation with their accredited Financ?. As for as possible, periodical 
dis~.ssions will also be held between 'administrative Ministry and 
the Audit Officers concerned to facilitate prompt settlement of 
audit objections. As regard audit objections relating to the various 
offices under a Ministry. the A.G. concerned will send periodical 
returns to the Ministry showing the offices which have failed to 
clear the audit objections, the number of such objections and the 
period for which such objections have been oustanding with each 
office. On the basis of this information from the A.G. concerned, 
the administrative Ministry will see that necessary action is taken 
by the offices concerned under it to settle the outstanding objections 
expeditiously. The administrative Ministries have also been 
requested to maintain a register containing the- items of outstandin 
objections as reported by the audit authorities both in respect o ? 
the Secretariat proper and the attached and subordinate okces 
thereunder and indicating the progress of action taken on each item. 

3. The returns containing audit objections outstandin for over 
six months will be furnished by the Audit half-yearly in t t e  manner 
described below : 

(a) All old items which are settled in e half-year will be 
omitted and new items added in the next half-year. In 
respect of old items which remain unsettled at the time 
of the issue of the next return, only a reference to the 
return in which the items were originally included will 
be given. 

(b) The half-yearly statements will be compiled Office or 
' Departmentwise in duplicate. 
(c) Action required to be taken against each item of the s t a t e  

ment wil1.b indicated in the return., 
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(d) Returns will contain relevant details such as particulars 
of objections (which are outstanding for over 6 months), 
period to which they relate, money value of the object- 
ions afid replies of the administrative authorities 
together with their latest reference etc. 

Each Ministry will, as a rule, obtain periodical returns from its own 
Branches and Seeions and Attached and Subordinate Offices, show- 
ing the particulars of outstanding objxtions and reasons for their 
non-settlement, so that the Ministry concerned may check up those 
returns with the returns received half-yearly from the Audit and 
take such action as may be nec-ssary in the circumstances of each 
item. The Ministries will also intimate to Audit half-yearly the 
progress of settlement of the audit objections as communicated by 
their Branches and Sections and Attached and Subordinate Offices. 

4. 'The above procedure has had the concurrence of the Audit 
Authorities also. 

J. DAYAL 
19.2.1954 

Joint Secretary to the Government of In& 
A N N E X U R E  1 

MINISTRY OF FINANCE 
(Deptt. of Revenue and Expenditure) 

New Delhi, the 29th June 1953. 
MEMORANDUM 

S u a ~ ~ c ~ . - P r o m p t  disposal of Audit objections. 
' 

The Public Accounts Committee have commented on the inordi- 
nater'delay on the part of both the Ministries and their attached and 
subordmat? offices in replying to audit objections and have suggest- 
ed tha: effective steps should be taken to secure prompt disposal of 
such objections both in the Secretariat proper and outside. The 
follo\ring procedure is therefore laid down : 

So fa r  as the Ministries proper are concerned the Audit will 
send their objections to :he appropriate Ministries and will also 
compile and forward to each Ministry quarterly a list of ob'ections 
which are outstanding against that Ministry for more t h an six 
months. A copy of this list will also be sent to the Ministry of 
Finance for information. I t  shall be the duty of the administrative 
Ministry to arrange for prompt action being taken to settle the 
oustanding objections. if need be in consultation with the accredited 
Joint Secretary (Finance). Efforts to hold periodical discussions 
between the Administrative Ministry and the Audit Officers con- 
cerned wiIl facilitate quicker settlement of audit objections. Special 
care should + bestowed in respect of such objections as involve the 
possibility of recurring loss unless quick remedial action is taken. 

t 



Ir. regard to audit objections relating to the  various offices under 
n Ministry, under the present procedure, i t  will not be possible for 
the Ministry to ensure that every audit objection has been dealt 
with promptly by the offices concerned as the audit objections are  
sent to the offlces concerned and not to the Ministry. With a view 
to enabling the Ministry concerned to see that prompt replies 
are sent to audit, poriodical returns to the Ministry showing the  
offices which have tailed to clear the audit objections, the number 
of such objections and the period for which such objections have 
been outstanding with each Office will be sent by the Accountant 
General concerned quarterly. On the basis of the information from 
the Accountant General, the ridministrative Ministry should ensure 
that necessary action is taken by the offices concerned under i t  to  
settle the outstanding objections expeditiously. 

The undersigned is directed to state that Governmen: attach 
great importance to the implementation of the above procedure 
and to roquest that su~table  action should be taken by the Minis- 
tries and their attached and subordinate offices to ensure. strict 
compliance with the abo1.e procedure. The administrative Minis- 
tries are  requested to maintain a register containing the items of 
outstanding objections as reported by the audit authorities both in 
respect of the Secretariat proper and the attached and subordinate 
offices thcrcunder and indicating tne progress of action laken on 
each item. The register will be open to inspection periodically by 
the accredited Financial Adviser to the Ministry concerned. 

4 4 J. D.'IYAL, 
Joint Secretury. 

A N N E X U R E  I l  
N O .  F.27(7)-E.G.1153 

AIINISTRY OF FiNANCE 
.Yew Delhi. dared the 19th December. 1953. 

The unders~gned 1s d i rx tcd  to lnvlte a reference to the Min~s- 
cry of F1nanc.e LItworandum of even number, dated rhc 29th June  
1953, and to s q 7  that. ~t has nmv been dcc~ded in con:ulta~lon with 
the Accountant Gc.nc\r,il C t 'n t~  Rev>nucs, t.) modify t h e  ?sls:ing 
procedure as ~ndlc,ited belo~v : - 

2. The returns ~ontalning Audit ohject~ons outstand~ng for m3er 
six months u 111, in future, bbe furnishbed by the Audit healf-ycariy, 
and not cluartcrly. ~n thtb tnanner dvscribed below: 

(a) A11 old Items whici~ are settled in a half-year u.ili be omit- 
tcd and new items added in the nest  half-year. In 
respect of  old items which remain unsettled at thc time 
of t h c  issue of the nest  return, only a reference to  the 
return in which the  toms were originally inc!udcd will 
be given. ' 



(b) the half-yearly statements will be compiled Offfdt ot 
Department-wise in duplicate. 

(c) Action required to be taken against each item of the state- 
ment will be indicated in the return. 

(d) Returns will contain relevant details such as particulars 
of objections (which are outstanding for over 6 months), 
period to which they relate, money value of the objec- 
tions and replies of the administarative authorities to- 
gethen with their latest reference etc. 

3. Each Ministry should, as a rule, obtain periodical returns 
from its own Branches and Sections and Attached and Subordinate 
Offices, showing the particulars of outstanding objections and the 
reasons for their non-settlement, so that the Ministry concerned 
may check up those returns with the returns received half-yearly 
from the Audit and take such act~on as may be necessary in the 
circumstances of each item. 

4. The Ministries should intimate to the Audit half-yearly the 
progress of settlement of the Audit objections as communicated by 
their Branches and Sections and Attached and Subordinate Offices. 

5. Subject to the modifications indicated in the preceding para- 
graphs. the procedure outiined in this Ministry's Memorandum ot 
even number dated the 29th June. 1953, will continue to be in force. 

0. P .  GUPTA, 
Deputy Secretpry. 



APPENDIX CV 
Note re: Item No. 21 of the Statement of Outstsnding Becommend- 

ations of the Public Accounts Committee* 

SUBJECT.-Organisaticm and functions of the Chief Accounts W e r .  
B.hakra Nangal Project, Nangal. 

I t  was in pursuance of the advice given by the Comptroller and 
Auditor General that in regard to River Valley Projects there should 
be a separate qualiflcd Accounts Officer whose function it will be 
to see "that all the p~~ ,v i s ions  of the Public Works Account Code 
Rules are properly observed and that the accounts are correctly 
maintamed" that the organisation of the Chief Accounts Officer. 
Bhakra Nangal Project, was set up In 1950. 

2. The Auditor General. at a meoting held on 7th September, 
1948, to consider arrangements to be made for the proper account- 
ing and audit of expenditure in connection with the Major River 
Valley Projects and attended by the representatives of the Central 
Ministries of Finance, and Works, Mines and Power and of the 
C'WINC, further stated that "The Accounts Officer will assist the  
E~ccu t ives  in the maintenance of acwunts, but the final responsibi- 
lity will rest xvith the PWD Officers. The Accounts Officer will be 
responsible for all the  internal ~inancial and accounts check". The 
Comptroller & Auditor General also indicated that in addition to 
:his internal check by the Accounts Officcr there will be a "statu- 
tory audit which the Comptroller & Auditor General will exercise 
ivith his own independent staff*'. He also expressed his willingness 
to locate his audit staff a t  the he:dquarters of.the Chief Accounts 
Officer so that audit might be prompt and more extensive than in 
ordinary cases. In the Auditor General's view, this set-up would 
meet all the requirements of efficient financial control by placing 
the responsibility for the execution of the. project. incurrmg ex- 
penditure and maintaining 211 the relevant initial accounts d d e r  
the  rules, rendering them to audit and accepting financial r b  
ibilities squarely on proper shoulders, namely those of the KB"- 1- 

neers. The Auditor General also emphasised that  he  could not accept 
the position that the Engineers should be freed from all responsibi- 
lity for accou@. In his view the  engineers cannot be allowed to 
"execute works without any responsibilities for the expenditure and 
the maintenance of the relevant accounts". "An Engineer's effi- 
ciency is judged as much by the economy with which the work is 
executed as by the quality of the completed work. It is for the 
spending officer to prove that he has obtained full value for the  
money spent and this means that he has to maintain the  requisite 
accounts. I t  is, therefore, necessary that  Engineers should be 
constantly and intimately aware of the  financial aspect of the  work 
entrusted to them, and constantly keep in view the necwsdty for -- .- - -. - -. , -- ... . .. -. ... .- " - - .  -- . -. 

*See Appendix I (Vol. I .  Report). 
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executing the work as economically as possible consistent with 
quality" (vide pazagraphs 4 to 7 of the record note of a meeting 
held on the 7th Sepkmber,  1948, to which reference has already 
been made). 

3. Again the Deputy Auditor General, in his U.O. No. 1343-Adm/ 
26848 Pt. 11, dated the 11th July. 1950, to the Punjab Government, 
expressed the view of the Comptroller & Auditor General th?t there 
should be a Chief Accounts Officer for each Project, subordinate 
to the Finance Department of the Government concerned and who 
would be responsible for maintaining the accounts of the project 
and paying bills after pre-check, the payments being subject to post 
audit later by statutory audit. 

4. The Punjab Government. although they were initially reluc- 
tant, ultimately accepted the advice of the Comptroilcr & Auditor 
General and set up, in 1950, a Chief Accounts Officer for the Bhakra 
Nangal Project. The new organisation took over the duties of internal 
checking from 1st June, 1950. The duties of the organisation arc set 
out in*.Annexure I. It was laid doum that while the sub-Division 
and Divisional Officers should continue as before. to pay all bills f o r  
work done or supplies received and maintain all records connected 
therewith, the Chief Accounts Officer should subject the accounts to 
such checks as might be required under the rules and that he should 
arrange for a periodical check of the accounts records kept in the  
Divisional and Sub-Divisional Ofices and organlse a system of effi- 
cient internal check. He was, in addition. to compile a single Eon- 
solidated account for the tvhole Project under suitable heads of 
accounts, in the order given in the  Project papers. in consultation 
with the Accountant General and submit i t  to the iat t tr .  The Chief 
Accounts Officer was further made respnnsibie for d?aling with all 
cases of important audii objections and finznclal irregularities 
brought to his notice by the Resident Audit Officer and for obtaining 
the orders of the competent authorlty thcrvon anci fur comnlunlca?- 

, ing them to the Audit Officer. 

5. I t  may be mentioned. in this connection that right from th:. 
start,  the Irrigation Branch of tile Punjah PW'D.. which is responsible, 
in the main. for the construction work :.elating to the Project. \\.as 
to'cally opposed to the idea of pre-chtick o f  all bills hy the Chit.f 
Accotmts Officer. Their contention \\.as-- 

(a)  that pre-check of bills was bound In  :cad ;o  delay:: In pa\r- 
ments becausc the Accounts Staff ~vould la!: undue stress 
on the compliance of technical m d  accounting formali- 
ties, and also because in the Pur:jab Irr~gation Depart- 
ment, payments arc. mostly made in thc Suh-Divls~ons 
and even the most e spd i t ious  s s t c n l  \vill ~ ~ s u l t  In 
delayed paymcnts, as the bills have to originate in the 
sub-Divisions, be checked in t!.lc, Divisions b::forc t h t y  
can be sent to the Accounts Office and similarly the bills 
will have to travel a longer diztancc on their return from 
the Accounts Office, 

(b) that the delay in payment would push up rates which they 
said had actually taken place in the Pathankote Jammu 
Road construction, where paymcnts were made after pre- 
audit; and 



(c) that if the Divisional Accounts were maintained by t h e  
Accounts OHcer, the Executive Engnt?er would lose all  
touch with the Progress of expenditure. 

These objections finally prevailed with the result that when the  
Chief Accounts Ofiicer's organisation was set up', it was decided tha t  
h? should do only a post check of all payments and accounts. There 
was also another difficulty which made pre-check of payments difficult 
and made a thorough post check the only practicable thing to attempt. 
A large number of Divisions is scattered all ova- the Punjab and. 
PEPSU and it was physically impossible for the Chief Accounts 
Officer, sitting at Nangal, to arrange for a speedy examination of bills 
sent from these divisions. 

6. It will be seen that the organisation is more or less in accord- 
ance with the suggestions made by the Comptroller & Auditor 
General, the only modification being the abandonment of pre-check: 
before payments, reasons for which have already been explained*. 

The Engineering Oficers continued to be responsible for makin 
payments and maintaining the connected accounts and t h e  Divlsion 3 
Accountant continued to be the principal accounts oficini in the  
division and discharged or attemp:edtto discharge the functions im- 
posed upon him under the Public Norkc Account Code and o?her 
relevant rules. 

7. In accordance \viih the Auditor General's Instructlons and 
based upon the practice adopted in r-ard to the audlt of expcndi- 
ture on the Bhuvancsh;\.ar Project in 0r:ssa. i t  \vas decid-d in 194849 
that the accounts of expenditure incurred on the Bhakra ?;angal Pro- 
ject should be subjected to a cent per cent check. ride Auditor 
General's letter No. 3720-Admn/450-48 dated 8th Decemher. 1948 to 
the Accountant General. East Punjab. -4 party of tn.0 a~di101.s was 
sanctioned for aud i t~ng  the accounts of each D1\.ision. .A= a Supe:-in- 
tendent is espected to supervise the ~ \ - o r k  of .i~*;'ucii:o:~ ;I post of 
Superintendent was also sanctioned for every three Di\ . l~iors.  vide 
the Auditor General lrtter 130-NGE-I 'KR' .2FS. .dn.4  dated 14th 
,January 1949, No. 778-NGE-1/78-49 dated 23th 3Iarci;. ;;!i,-i erc. In 
order that the audit ma:. bc done locnll~.. a Resdcnt .Auii:r 0:Ilce \\as 
opened in Piangal in 1949. When in 1950, the Chief A c c : \ u ~ t  OQccr's 
Organisation \\-as set. up, it took ovi.1. ?hc ~vo1.k  don(. t~!. Res:cent 
Audit Officcr and built its organisation on thr  s a m e  basis a;: that 
adopled by the Rcsldent Auci:t Offic~~r-. 1 . i ~  :bar ;hp  s i a f f  fol. 1ht. 
100 pclr cent. post-check s h o ~ l d  cons:.;: ell' 2 CppL.r D:v!s!c,n Clerks 
for each D~vision and  hat :here should bc a S X.S. Su?<>l.in:endcnt 
for every sis  Upper Division Clerks. .\s t h c l  Divisions .c1.c!-p .<presd 
out. it \\.as dccidci: thxt th.> clcrks shou!d bc~  lcic:?lvd n :  the  D:\.15:ons, 
so that they might have access to all relevant records and dricumentS 
- - . ... " - . - ~ - -  .. ~. - - A- . - -. . . - 

*It has been dectL!cJ rhnr 111c Chid  Accoun's Otticcr \h17ulJ ,,i.i.r prc-chec.)t 
of all bills relating to rhe S I O I . ~ .  Di\.isit.n 1 ~ ~ ~ ~ ~ ~ 1  in Xaiygnl. in in rc.pc.r.1 of 21 
Vivisioll~ in Ilhakrn 2nd S.int..~l, lhc l:.lyit:wr\ h:~\e  I>ccr: rc.lic.vcd <,( r1.e rc,p,,n<ihiliti. 
for puynlcnt, which ~ 0 : k  h : ~ a  !'cc.n i:~kc.n o\-cr I)! I '  e ncul> fc,mlcrl l>irccr,rr.l:i. of G,n- 
struction and I'laru Dc\ign. '['hi. wh~.: l !e  1:as hce:r put inlo f ~ x c e  virh :., v~i.\\ rt, relieving 
the Egginccrinp Otficrrs 01 n c ~ m i d ~ w l . l c  nmcunt <i f  accounts u(3rk. rn.!sr t ! ? l s  scl:cmc, 
peynrent \rork in the I)i;.cctor:~w will ! e handled b! Accx>unrs OttlLyrs u ho will he 
undcr the control of tlic Chid A m w u a  Officcr in respect of technical it:>tters. rn~i$ 
arrangcrncnt q ~ y  txc rcplrdcrf ns nmountin~~ 1 4 )  a prt-cluck of hills althouch [tic .Accuunt: 
Organisation will m t  bc. uhdcr the Adn~in~srrariv~ contrc3l of*the Chief .\c~,,urlts C^)ficyr. 

s 
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a n d  that an  S.A.S. Superintendent should be located a t  conwnient 
e n t r e s .  I n  actual practice, however, a Superientendent is entrusted 
,with the post-check of the accounts of more than three divisions. 
'There are now 14 sections dealing with the  accounts of 59 divisions 
or  units and their location is set up in Annexure 11. 

* 
8. As the agency of the Chief Accounts Officer is working locally 

in the Divisional Offices, all initial and complied accounts mnctions, 
detailed estimates, work orders. Purchase Orders, Contracts and other 
documents are always available to it and as such its post 'Internal 
.check' covers not only the documents, which are normally sub jx ted  
to central audit by the Accountant General but also the initial records 
and documents which the Accountant General cannot check except at 
Jocal inspections. The important initial records of Sub Divisions i.e., 
Measurement Books, Stock Registers, T & P Registers etc. which, 
ordinarily, cannot be sent to the Divisional Office every month, are 
generally check2d a t  periodical intervals when they are received in 
t h e  Divisional Offices. In other words the post-check done by the 
Chief'Accounts Officer's organisation covers also a major portion of 
the  work done by the Accountant General at local inspections. In 
Annexure I11 are set out the items of work now done by the Chief 
Accounts Officer's organisation. In Annexure IV are set out 
what documents which are normally checked locally arc checked 
.by the Chief Accounts OFficer as part of his concurrent check. In 
fact  there are only a few important initial documents which urere not 
covered by his post check but which have now been covered. These 
:have been detailed in Annexwe V. C 

9. To recap~tulat-. the pomts made In thc prcced~rig paraqraphs- 

(a) the Divisional Officers continue to be responsible for the 
initial accounts in the Divis~ons and for rendering the 
monthly accounts: 

(b) the acco'unts of big projects have to be subjected to more 
intensiv- and extensive audit, than 1s normally done in 
regard to works expenditure; 

(c) this extensive and mtensive check of accounts, which would , be ordinarily done by the Accountant General and which 
was so done till 1st June. 1950 has now been tak2n over 
by the Chief Accounts Officer's organisation; and 

(d) the staff requirements of the Chief Accounts Officer for the 
post-check done by him have been modelled on the 
pattern adopted in the Audit Department for doing 
similar work. 

10. I n  addition to the cent per cent postcheck done by the Chief 
Accounts Officer, the accounts are also subjected to audit by the 
'Indian Audit and Accounts Department. 

a 

11. At this stage, certain weaknesses noticed in the workin of -the system may be indicated. They arise mostly from a Inc f of 
adequate and trained personnel. They are set out here because, 
while in theory the  system must sound perfect, in actual working 1% 
its not so satisfactory. 



am 
I. Divisional O~garJisatbn , 

(i) Out of 58 Divisional Accounatnts required to man the Division 
tn the Bhakra Nangal Project, there are now in position only 54. Of 
these, as many as 31 are unqualified men romoted to the emergency I cadre because of lack of trained and quali ed Dtvisional Accountants. 

(ii) The accounts staff in the Divisions and Sub-Divisions (where 
most of the payments in the Punjab Irrigation Department are made) 
is both inadequate in n u m b x s  and lacking in trained personnel. Steps 
are being initiated to get more staff sanctioned and have them train- 
ed. This process, will however, take time and as, meanwhile, ex- 
penditure is being incurred on a large scale, the best arrangements 
that can be devised for a proper check and audit of the accounts have 
to be made, in the interests of the Government and the tax-payer. 

11. Chief Accounts Ojficer's Organisation 
( i )  Aparf from a nucleus of  bout 20 Uppre Sivision Clerks from 

the .4ccountant General's establishment taken over by ttu! Chief 
Accounts Officer early in 1950, most of his Upper Division Clerks are  
new recruits and inexperienced in the work. 

( i i )  The inexperience of the Clerks. can perhaps, be counter- 
balanced to some extent if  t h q  were under the supervision of ex- 
perienced S.A.S. Accountants. As already mentioned the field organi- 
sation of the  Chief Accounts Officer consists of 14 parties, each under 
ar S.A.S. Superintendent. In addition the Chief Accounts Officer 
has got 3 sections in his headquarters otiice, one dealing with 
Administration. the second w ~ t h  "Work Miscellaneous" and the third 
with the compilation of accounts and the audit of claims of American 
Specialists. He has also sanction for 4 more posts of Superint?ndents, 
one for  inspection (which has not yet been attempted and for which 
thcre may not be much need). the second for training, a third for 
drafting Manuals and a fourth for the clearance of Objections. The 
last two posts are temporary, halying been sancfioned for 3 months . 
and 4 months rcspcctively. Excluding these two, the sanctioned 
number of posts are 19. Against these 19 posts and the temporary 
post for the clearance of Audi: notes, he has in all a staff of 18 men, 
whose qualifications and experience may be ahalysed as under: -, 

( a )  Qualified S.A.S. Men from the A.G.'s establish- 
ment. 5 

(b) S.A.S. men from Railways. Defence Depart- 
ment, etc, 2. 

(c) S.A.S. rxemptees from the A.G.'s establish- 
ment. 3 

(d) Divisional Accountant working against S.A.S. 
posts. 1 

(e) Clerks in charge from the A.G." establishment. 6 
( f )  Rest 1 a 

In  other words, of the 18 posts, only 7 are held by regular S.A.S. 
men. whether belonging to the Indian Audit Dp artment or  to other 
establishments. T h ~ s  comparatively small num Ee r of regular S.A.S. 

0 
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Accountants in an  or anisation entrusted with a very importan' item 
of work naturally te 7 1s upon its efficiency. S.A.S. exemptees and  
clerks in charge are, after all, substitytes and cannot be regarded as 
equal in efficiency to regularly qualified men. 

(iii) A good number of clerks work at places where they do not 
have the day to day guidance o i  a Superintendent, even of the type 
of a n  S.A.S. exemptee or  a clerk in c!lsrge. The Superintmdent 
visits such stations twice a month, ezch .,.isit cstcnding from two to 
three days. The work of inexperienced clerks imperfectly super- 
vised in this man~le r  is another factor making for inefficiency. 

(iv) Gazetted supervision is also inadquate .  This again is due 
to the spread out of the audit parties. One Gazetted Oficer is 
supervising as many as 37 Divisions while two others are entrusted 
with the supervision of work done in respect of another 22 and 6 
divisions respectively. This supervision is, ir, a great many cases, 
conducted from headquarters. I t  cznnot, in :he very nature of things, 
be very effective. The Chief Accounts Officer is arranging to get a 
few more Gazetted Officers and xvhen they are in position, he pro- 
poses to post one at Delhi and another a t  L u d h i a n ~ ,  with a v~e \v  to 
improve the supervision work. But even so. a considerable part of 
the weakness of the organisation resulting from lack of 
adequately qualified subordinate super\risory personnel and the 
necessity of leaving Upper Division Clerks a: a numbcr of place!: ?o 
work mostly on their own will still remains. 

This note has been seen by Audit. 
S. RATNAM. 

8.9.51 
J ~ i n  t Secretc~ry. 

M i n i s t q  of Finance. 
Ahrh'EXURE I 

Duties of the Chief Accounts Officer. Bhakra  a n d  S a n g a l  P ~ o j c c t  
1. As Chief Accounts Officer. he ivill be in r!~arge of the Accuunts 

of the Project. 
2. The Dixrisional Officers, the Sub-Divisional Off~cel-s and such 

other officers as may be authorised in this behalf will continue as 
befole to pay all bills for -~vo~.k done and n:ustrr rolls for ldbour 
employed on works and to xaintain nl! records connected t!lc.rc- 
with. They d'ill set. that claims are correctly prcparc.d bv thcm 
as to quantity and quality of lvorks done. that. all abstracts. ron- 
tractor's ledger material-at-site accounts, sto:tJs and T (I: P 
accounts etc. are maintained in accord;nrc \< . i~h the pr c...;cr:bt.d 
rules and orders. 

3. It will be the duty of the C.A.0 to subject the accounts 
received from the Divisional Officers to such checks as may be 
required under the rules. He will also arrangc for a periodical 
check of thc accounts records kept in the Divisional and sub- 
Divisional Offices and organize a s y s t r m  of t.!licient internal 
check. 

4. He will compile a single consolidated account for thc  whole 
project under suitable heads of account in the order given in the 



project papers in consultation with the Audit office!. He will also 
arrange in consultation with the  A.G., Punjab to bring into his 

books the expenditure on the Project incurred to  end of. . . . . .. 
The consolidated account will be submitted to  $he A.G., Punjab 
on the prescribed date. 

5. He r i l l  be responsible for dealing with all cases of important 
audit  objections and financial irre ularities brought to his notice by 
the Resident Audit Officer and o f tain the orders qf the competent 
authority for communication to the Audit Officer. 

6. He will maintain a Project Register in Form A.J.  110 of the 
Audit Manual and bring to the notice of Government any excess 
or  probabilities of excess of more than five per cent OIYY the 
sanctioned provision of each minor and detailed heads of the 
Project estimate. 

A N N E X U R E  I I  

Nnmc u f  Scctiun Name of Division 

a 

C.A. 111.-Nangal . 

C.A.  V I I  

. I .  Nangal Tuwnship. 
z. hiangal Estate. 
3. T u ~ : ~ : ~ l l ~ i ; g  K ~ g t ~ t .  
J. Tunnelling Left. 

. 1 .  Nangal stores. 
2 .  R h a k r a  stores. 
3. I ' ~ I I C L J I ~ I I I L I . I  a1.d Focal Officer. 

. I .  x d n g d  Dam. 
2. Anandpur. 
3. Ficld Jiangal Circlc;. 

. I .  Kangal ~ 'orkshnp. '  
2. Bhakra U"k>rksh~rp. 
3. hutlcj Hr~dgr. 
J. D i r c c t ~ ~ r  of irrrgat~tm Research. 

r .  Bhakra h1ech;r:ic~l Field, including* 
pumping. 

2 .  Hhnkra hlechanical Tunnels. 
3. Erection Plant (Civil) Emloration CDriC 

ling & Gruuting'l. 
4.  Material and c~~mmunia t ion .  . Re-inforcing m d  Form Work. 

. I .  Nangal Electrical 
2 .  Bhakra iilccrriull. 
7.  Iiscavation Right 8 Enmvation Left. ;. Rigging lkpartrncnt Survey & Safety. 

tl;. Time Keeping sub-Lh-ision e . ~ .  ,Acdit 
of wmchcrs and initial records regording 
Irbour charges. Log bucks of ~tlllchines 
dnd vrhicles:. 

, I .  Ganguwol Divisicm I. R. Gan ux1 
2. Kntlu PLMW HOUSC Division, 
3. Nnngal Power House Divibiou, G~ngu- 

w!. 

(Redistribution riwaitd S .  A,  S .  ard CXEccrs). 
b 

+Items apart fwm regular Divisions. 0 

I 
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.. .-- - ---- - - 
Name of Section Name of Division 

-- 
I 

Ambala . I. Delhi Construction Divn. No. I Delhii 
2. Delhi Construction Divn. XI Delhi. 
3. Directorate of Design, Delhi. 
4. Panipat T / L  Division, Karnal. 
5 .  Rajpura Division, Ambala. 
6. Kaithal Division, Ambala. 

9 7. Pehowa Division, Ambala. 

. I. 2nd B. M. L. Division, Patiala. 
2. 3rd B. M. L. Division, Patiala. 
3. Tohana Division, Tohana. 
4. Retia Division, Tohana. 

. I. Hissar Division, I. B. Hissar. 
2. Fatehabad Division, Hissar. 
3. Hissar Division, E. B. Hissar. 
4. Sirsa Division, Sirsa. 
5. Adampur Division, Sirsa. 
6. Dabwali Divisim, Sirsa. 

Dhulkote . . I. Ghaggar Division (PEPSU) Nahha. 
2. Patiala Electxic Divisinn. I'atialn. 
3. Ambala T. 'L Division (ELB.) Dhulkoti. 

q. Devigarh Division (PEPSU! I'atiala. 
5. Chandigarh Division, Chandigarh. 
6. Panipat Dhulkote Grid Suh-Station Divi- 

sion, Dhulkote. 

Ludhiana . . I. Sidhwnn Division ( I .  L).! Ludhiana. 
2. New Main Linc Division, Ludhiana. 
3.  LDM-Nangal Construction Division, 

Ludhiana. 

Jullundur . . I .  Bist Doah Division (I. B.). Juilundur. 
2. Jullundur Nangal Cunstruction Division 

(E.  B. )  Jullundur. 
3. Alawelpur Division (1. B.j Jullundur. 

Rupar . . I. Rupar Division (I. B.) Rupar. 
2 .  Chandpur Division (I.  B.) Ru r. 
3. 1st  B. M. 1.. D i ~ . i ~ i m  T. B.) E p a r .  

/ 
- - - - . -..--. - - . - - 

a A N N E X U R E  I I I  
List oj Accounts &cumenrr chrckcd by the C.A.O. and rk ckcks  r.tcrc~stJ r1:nrro 

Sr. 
NO. Name of Document Details of check exercised 

I Monthly Account . . . (9 GcncraI examination ar,d c k k  c f 
classification as pwscribcd In arss 346 
and 347 of t h  Audit ~ n n d  

( i i )  Check of Monthly Accounts as pres- 
cribed in paras 460 to 468 of Audit 
Mnnua1. 

2 Schedule dockets and vouchcrr in- As prescribed in pares 399 t c ~  '-08 of Audit  
cluding Petty vouchers, Muster Manual. In rkc core of Rolls of wvrk 
rollr and paid rolls of work- chergcrd Estt. it is alscj sern whcihn 
ch-d Esn. whkh arc: not re- thew have h e n  p a t c d  cdrrectly in the 
ccived in Audit Officc. Rcgi~ter  of fixed charges. 

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



4 1' 271 
# 

Sr. Name of Docummt Details of check exercised 
No. -.-. 

(Arithmetical calculations and rates a l e  
checked cent per cent.) 

3 (1) Form P. W. A.-27-Schedule of As prescribed in paras 372 to 383 of ~ u d i r  
Works expend~ture-postmg of- Manual. 
in Works Audit Register. 

(ii) Check of Form PWA-27 with As prescsibed in firs 410 o! the ~ u d i t .  
schedules dockets. Manual. 

q Sanctions :- 
(9 Check of sanctions . . As prescribed in Articles 58 to 66 of ~ ~ d l '  

Code. 
(ii) Noting of estimates and other As prescribed in Article 39 of Audit Code 

sanctions in W. A. Register and and paras 377, 378 and 387 of Audit 
the Register o f  Project Esti- Manual. 
mates. 

5 Contractors Ledger . . As prescribed in para 424 of Audit %lanu& 
6 Schedule of Dr,'Cr. to Remittances . As prescribed in paras 426 10 431 and 433 

to q j o  of Audit .\lanual. 

7 Scheduleof settlement with treasuries. As prescribed in para 432 of the ~ u d i r  
Manual. 

8 Suspense Schedules- . . As prescribed in Chapter 22 of Au dit M a n u o  
(i) Purchases. 

* ( i i )  hlisc. Advances. 9 

(iii) P. W. Depos~ts etc. 
(original registers of Suspnse  
heads are checked as copies 
are not made out. 

9 Regwter of R& R on Capital Accvunr As prescribed In para 455 to 45b of Audit 
hhnual .  

10 Schedule of debits to stock . . As prescribed in' para 443 ~ . f  h u d i r  
Manual. 

I I Stock Account . . As prescribed ~n para jqg of Audit hlanud. 
12 Cash book ( i )  Copies of sub-d:visiwal and Divisroru) 

Cash Books a k  checked with paid VQU- 
chers. Treasury Remittar.ce and T y a s u r y  
Pass Books every month. 

(ii: hlain and subsidiary cash bwks ant 
checked quarterly m t h  counterfoils of 
cheque books and r e m p t s  Bwks .rd 
paid Acquittance Rolls respectively. 

. These are reviewed generally with referen&- 
to the Report of the estimate. It  is 
also wen that the rates provided are 
not in excess of those in th t  s a n c t i u d  
Schedule of Rates. 

14 Work Orders, and Gmtrnct Agri- Whcther thcse have been a p p m v d  b) 
mcnt s. the competent authority a d  that the. 

n t e s  brovidcd arc not in excess of those 
p r ~ ~ d c d  in the snnnicmd sshrdule of 

(In A. Cis' office G m t r a a  Agm- rate or  s ln~t ioncd  rstimatcs. Payments 
mats a p r o d  hy suth)ntles made there against are a h  chcxkcQ a,& 
h u h  t&n DividurYl Ofibr -rdd on these. 1" the caw of ih 
arc on1 J rccc id . )  Controcrs agrtancnts it IS funhcr seen , that t k s e  a l t  a* in p w p r  form and U . 

the tcnns and m d i t r o n s  us in untct 
u 

13 Abstracts of Estimates 
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7-- .-  -.'- --- 
:Sr. Name of Wurnent Dctails of check exercised 
'No. 

.- .- --- 
I n  thc case of contracts not on a pres- 
cribed f ~ x m  it is seen whether it has 
been entered into after c h t a i n i ~ g  legal 
advice (Articles 124 to 129' c;f Audit 
Code). 

z ~ c  Purchase OrdcrJ . . . Whether these have been issued by the 
ccrnpctcnt tuthtrrity after calling for 

( In  A. G.'s oficc purclusc vrders qu( t i c t ~ t  ns. csccyt wkcrc I-< t cecessar 
issued by autliorities 1;iglier tlian and t1:rt ivdeis krvr brrn  placed w i l l  
the Divi~iunal Office; arc  only thc 1,wcst trndcrcr. Paymrnts made 
received). tjwreunder arc :~lso checked and recorded 

on these. 
. ~ 6  Register cif tendcr , . Whether the tcr,dcrs wcrc given wide 

publicity ai?d the wirk  has been given 
tu the l o ~ ~ s t  tenderer. In case the 
lowest tender has not bccn accepted 
it is sccn whether reilsons fclr tlic snrnc 
are rect'rdrd 311d \r.f',cther tl-c nest higher 
tender has bcen accepted wifh the appro- 
val of the cc~nipctent authority. 

3: Register of Wurka . . Whether thcse have hcen cc,rrectly posted 
from work abstracts. uptcidate quantities 
and amounts t ~ f  work done and rates 
of iost  under th r  sub heads JII nclt exceed 
the c<timated c w x  and that the total 
cost givcn in the nutcrial-at-site A c c L I u ~ . ~ ~ .  

\Xbcthcr tlicsc havc bccn correctly pre- 
pared, vide remarl-.s dpair.st serial h'o 
17 and that t!i: -1, sing balances c r f  sub- 
head "Contractrrs" has bccn checked 
hy the I). A. with the Contractor's 1,cdger. 

(19 hlaterials a1 Site Account. F ~ w n s  Total  issuer c-f materials tcl thc work. arc. 
D. F. R .  :P. 'A'. 30 ci. 3 1 ' .  chcckcd u i th  tlic tc~tal under ctjlurnn 

'rnatcrial' in the Work Abstract and 
Register {if ' X ~ $ r k s  and i t  is nlbo wen that 
thc cl"l:~l,frItcs is5acd do  not cxcrcd the 
cbtini.itc~i , I ' c \ .  I t  is a ls~l  seen that thc 
~ ~ \ U C S  L1urri g the rncv;!h a r1lc~tr.n In 
Firm i'. W. A.  6 arid t!ir rn~ t r r i a l  charged 
dirccr h ~ v c  bccri hriwpht on thi\ account 
and tii.11 the ~ ~ n u s c d  materrids I u \ c  k n  
duly vcrlficd u c c , ~ r d r n ~  to the C;t~vcrn- 
men1 c~rdrr \ .  I t  is alsc~ seen that the 
total c(v,t of materials is adjustcd scwn 
after thr  work is complctcd. 

2 c  Abstracts of S t t r k  receipt> ar.d 7'1 err  i i ~ c  checked with Hcglstcr of St(  ck 
issues. Kcrcipts Tssues, 3:orrn 1'. W'. 4 a5 wcll 

as indents. I t  s asti srcn that irrucs 
have hccn corrcctl valucd and that 
thew h a w  bccn cc~rrcctly pvbtrd in thc 
half yearly rcturn. 

2 r Adjustment Hook . . It is rcvicwcd gencrolly ( ( I  scc !hat the 
adjustments h a w  hccn correctly made * w.d are iri acccndanc-c with the rules. 

2 2  Lo? b w k s  of Machinery and h111tor Whether thew havc hccn cc'rrcctly mair-  
'V ehiclcs. taincd and that the !itrjrcs ubcd have 

been correctly entered, that wcrtk done 
has hccn recorded nnd that it8 mtc am- 
pares fnvourably with the prcm4kd 

, standard ratcn provided ih the arnctloncd 
esrimatcm etc. 

..- .------- . . - . -- -- - . --I . ---. -. 



Sr. No. Nauu of Document 

a3 Regiater of interest bearing aecurities 

34 T & P Accounts of Receipts and 
Issues. 

IS Rcgistcr of Rcnt of Buildings and 
Lands. 

a 6  Half yearly Registers of Stock . 

Whether it is properly mointnined, whdher 
th securitie? return+ or r e t r a m f a d  
to the depositors dunng the month hve 
been duly acknowledged by tbcm. 

I t  is seen whether all the articles of T & P 
purchtsed d u d  the month hove been 
brought on the !" & P Return and tbrr 
all issues have been mode under proper 
authority and arc In order. 

It is seen whether the standud, rents 
have been sancUoned by competent a u t b  
rity, assesmmt have been made a m c d y  
and that recoveries PIC being made rrgu- 
larly. In C P M ~  of .rent t# naymm- 
dat~on it is seen that ~t has been s~actrrrned 
by competent authority. 

As prescribed in paras 469 and qp of 
Audit Manual. 

27 Completion Reports . . . As prescribed in para 471 of Audit Mnnd.  
28 Annual Certificates of Suspense As prescriid in para 474 of Audit Manual. 

bnlanas. 
29 Award Statements . . . As rescribed in paras 419 to 41 of Audit * &ual. 

N m  :--Serial Nos. 12, 1 3  md 16 to 23 are not received in the A . G. 'a O&e. In 
the cnse of the Divisions under the Audit of A. G., these arc, therefore, cbccLd 
during local inspcct~ons only. 

ANNEXURE N . 
Sr. 
No. Name of Docurncnt 

Whether checkal by 
the C. A. 0. or aot 

, during his concurrent 
check 

r Caqh book*. hoth main and subsidiary . . . . Done 
2 Monthly nccvunt and the accompanying schedula . D0m 
3 Schedule Jdtcru  and vouchers . . . . . Doar 
4 Petty muchcrs, including muster rolls, M y  reports, 

work charged Bstt. Hills, imprest accounts and vouchers. Dom 
5 Work orders, Connaa Pgmments and Purchnsc orders . 
6 'rcnJer Registers . . . . . .  Done 

Done except tbc Sub- 
Divnl. Rcgisrrrr. 

Done 0 



St. 
No Name of Document 

Wlrthct cljeclrui by 
the C. A. 0. or not 
d u w  hb concurrent 

ct1& 

13 Registers of Vorks and Manufacturc . 
13 Work Abstracts and out-turn statement of Manufacturc . 
14 MPteriols-at-site accounts . 
15  Transfer Entry Book and Transfer Entry Order Book . 
16 Log Books of machinery, ctc. . . 
17 Register of in tcmt  bearing securities . 

( F a m s  D. P. R. (7) and (8) and pass Books ctc. 
18 Measurement Books . 
19 F.cgister of chcquc (and rcccipts) book* . 
a0 Registcr of Measurement btmks'ctiedr-masurcmcnt book5 
21 Standard mcasuremcot books . 
22 Rcgistcrs of transfers awaitrd . ., - . 
23 Servicc Books . 
24 Contractors' bill hook . . 
25  Visitors' book . 
26 Kiln Rcgister . . , 

28 Register of Divisional Accauntanr's Audu objections . 
29 Inspection Repons of the S. E.'s Divisional Officers aad 

the Divisional Accountants. 
30 Register of f i x 4  charges . 
31 Stock papers . 
32 Half pearly Regktcr of stock . 

34 Register of Misc. smctionr . 
' 35 Register. of Unpaid wages . 

36 Register of plant and machinery . . . 
37, Register of buildings . 
38 Counterfoils of chcquc and Receipt bcnjks . , 

39 Paid cheques for one month . 
40 'r. A. bills fur onc monrh . , . 
41 S d v l u l c  of Rltes . 

Register of lnnd . 
43 Service labels book . 
44 Aaxnrnt of refeipts, iasucs and balanccs of Srationcr) . 
45 Register of Misc. Rcwvcrier . 

Done 
Done 
Done 
Done 
Donc 
Donc 

Done 
Donc 
Donc 
h n c  
Not done 
Not donc 
No 
No 
I h n c  
No 
No 
h n c  
Donc 
No 
No 
Done 

N3 such mat 
No 
No 

50 Rcgistct of Requisition . . Dacr not appfy cc 
1.. 8. 



~ e & r  for watching the punctual revision of rents of Done 
residential buildings. 

Capital and Rcvcnuc accounts of residential buildings . Not yet prepared. 
Register of &vt. properties other than Govt. residential Nor yet prepared. 

buildings. 
Cheque Book . Doac 
Receipt Book . . . Done 

ANNEXURE V 
Documents not reviewed or checked by the CA.O's st48 as fid af 

the post-check 
(1) Register of Measurement books in the Divisions and Sub 

Divisions. 
(2) Measurement books in 

inspec tion. 
@) Standard Measurement 
(4) Stock Accounts. 
(5) Tools & Plant returns. 

use or recorded since the last 

books. , 

(6) Register of tenders received and accepted in the sub 
Divisions. 

(7) Contractors' hill book #m fh  yea^. 
(8) Kiln Register. s . 
(8) Visitors' book of Rest Houses. 
( 10) Credit note books--counterf oils. 

Notes . 
Standard Measurement books relate to annual rnaintenmce. 

The Divisions are all construction units and there cannot be many 
standard measurement books in use. This item has not, therefore 
much significance. 

Cop~es of stock accounts for the month, Tools & Plant Returns 
for the month as well as for the year, Contractors' bill (the con- 
tractors' bill book only contains ofEce copies of these bills), the 
Credit notes come to the Division either every month or as occa- 
sion arises (credit notes come to the Divisions in support of the 
debit raised by the Railway Department) and are sub' ted to the 
usual post-check now exercised by the CAO. All gt can be ' 
done at local inspections in regard to these docume4s are:- 

that stock accounts are kept .clean and there are no 
unauthorised erasures; 

that, similarly, Tools and Plant R e t w  are kept dean, 
md 

8 



(c) that the counterfoils of credit note books are properly 
. . and neatly written up. 

In a Project 0% the scale of the Bhakra Nangal Scheme, tenders 
accepted by a Sub-Divisional Officer on his own authority should be 
very few. Therefore, this item of work (Item No. 6) cannot have 
much significance. 

Visitors boolt of Rest Houses is not, in the context, an important 
document. 

The two important sets of documents which require useful 
scrutiny are:- 

(a) Measurement books (Items No. 1 and 2) and ; 
(b) Kiln Registers (these are part of Stock Accounts). 

SuiQble arrangements have to be made for a scrutiny of these 
books. It  has been agreed that Measurement Books should be 
subjected to check, when they come to the Division. The Kiln 
Register, which details the bricks lying at a Kiln and their classi- 
fication is, thus, the only :mportant document, for the scrutiny of 
which arrangements would have to be made. 
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APPENDIX CVI 
GOVERNMENT OF INDIA 

MINISTRY OF TRANSPORT 
(TRANSPORT WING) 

NO. 2-G (61) /53. 
New Delhi, the 5th November, 1953 

Memorandum with regard to para 24 of Chapter VI of their Seventh 
Report on the Account (Civil) 1949-50-(Item No. 22 of the 
Statement of Outstanding Recommendations.*) 

In item 22 of the statement showing action taken or proposed to 
m taken on the recommendation of the Public Accounts Committee 
received with Parliament Secretariat m c e  Memordum 
No. 46(6)-FC/53, dated the 24th June, 1953, the Public Accounts 
Committee have made the following recommendations : - 

" (i) The element of interest on ca ital outlay and other over- 
head charges involved in tE e running of a particular 
scheme should be taken into account while calculating 
the amount of profit or loss occurring therefrom. 

'(ii) No departure should be made horn the mmmercial t r b  
in principles in the case of all trading operations under- fi ta en by the State." 

2. The instructions have been noted. In this connection, it may 
oe observed that the suggestion to introduce the element of interest 
on Capital Outlay does not seem to apply to the closed schemes ztiz 
(i) "Purchase and Construction of lighters" and (ii),"C. Civil Trans- 
port" (closed in 1946-47) concerning this Ministry. 

3. A self contained note (See Annexure) in respect of the scheme 
'Purchase and Construction of Lighters" is enclpxi. 

N. M. AYYAR, ' 
secretah. 

ANNEXURE 
NOTE 

Name of the Scheme.-'87 Capital Outlay on Schemes of State 
Trading-Purchase and Construction of Lighters'. 

0b'ect.-In 1942, the Government of India, in consultation with 
the d vernment of the U.K., decided that additional lighterage 
rhould be provided at the major ports in India to meet the exigencies 
of the wartime shipping situation and ensuring a quicker turn mund - - --- 

'S08 Aopcndix I (Vol. I-Report) 
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a4 
d ships at those ports. A target of 21,000 tons was Axed for that 

urpose and the scheme was worked jointly by the Governmdlts of 
&dia and the U.k. on a 50:50 basis. 

Capital invested.--On the whole, 229 lighters were ,provided at 
the ort of Bombay partly by construction and partly by purchase. 
At %rachi 65 lighters were constructed. The cost construction and 
purchase of the lighters amounted to about Rs. 51 lakhs. 

Review on the working of the scheme.-The lighters pratrided at 
the ports were of considerable help in expediting the turn-round of 
ships. It facilitated the overside discharge of cargo from ships to the 
lighters. The profit made in the working of the lighters at Bombay 
was shared between the Governments of India and the U.K. After 
the cessation of hostilities, the pool was closed with effect from the 
31st March, 1946 and all the available lighters were disposed of, the 
accounts settled and the adjustments effected. The cost of two of the 
Bombay lighters transferred to the Commanding Officer, H.M.S. 
Braganza, is, however, still to be recovered from C-in-C, East Indies 
Station, Trincomallie and the matter has been under correspondence 
betweb him and the Ministry of Transport. Efforts are being made 
to recover these dues at an early date. 

Karachi Lighters.-Five 150-ton lighters were allocated to the 
Karachi Port Trust immediately after construction and their cost 
was borne by the Port Trust; and all the sixty 50 ton lighters were 
disposed of. The accounts of all these Karachi lighters have been 
finalised and adjusted. 

Extent of financial contrd~ and audit check exercised over' the 
expenditure incurred on the scheme.-The whole expenditure on the 
construction and purchase of lighters was initially borne by the 
Government of India and the share of the Government of the 
U.K. was recovered from them afterwards. The accounts in respect 
of the scheme were checked and audited by the Accountant General, 
Bombay and the Comptroller, Sind. 

Introduction of the element of interest.-The scheme has long 
been closed and its accounts settled and adjusted. The suggestion )o 
introduce the element of interest does not therefore apply to t h s  
scheme. 



MINISTRY OF FOOD AND AGRICqLTURE 
(FoW 

Note re :*Item No. 22 of the statement of Outstanding Recommenda- 
tions of the Public Accounts Committee* 

a 
Recommendation: - (i) The element of interest on capital outlay 

and other overhead charges involved in the running of a particular 
scheme should be taken into account while calculating the amount of 
profit or loss accruing therefrom. 

(ii) No departure should be made from the commercial trading 
principles in the case of all trading operations undertaken by the 
State. 

Remarks:-(i) Food Division has no such commercial schemes or 
projects working on a profit or loss basis. In providing for say 
Storage construction, element of interest on Capital Outlay and 
other overhead charges is taken into account while fixing issue 
prices of grains. 

(ii) Element to cover the interest on capital will now be included 
in workin out the profit'and loss on the State Trading Scheme of B imparted oodgrains. v 

(iii) These principles are already being followed. 



APPENDIX CVIII 
MINISTRY OF FOOD AND AGRICULTURE 

(FOOD). 
Note re: Item No. 24 of the statement of Outsfanding Becarmsenda- 

tions of the Public Acaiunhr Committee.. 
Recommenduti&:-(i) The Ministry of Irri ation and Power 

should consider the desirablity of the early intr d uction of the Ad- 
ministrative Audit system in the various multi- urpose river valley 
projects which are at present being executed un c f  er their control. 

(ii) In order to make the internal check over the Accounts of the 
Indian Missions abroad effective, the Ministry of External Affairs 
should appoint, as the Head of the Foreign Service Inspectorate, an 
Ofacer of the Indian Foreign Service who may be fully conversant 
with tht! technique of administration and also have finanrfal outlook. 

(iii) All other Ministries who are charged with the huge spend- 
ing public monies should consider the early introduction of the Ad- 
ministrative Audit system. 

Remarks:-(i) The necessity to introduce the Administrative 
Audit system within Food Division will arise after the work in con- 
nection with payments for purchase of foodgrains is taken up by tcXs 
Ministry. The proposal is under Consideration. 

(ii) The proposal to cany out an internal check on the accounts 
maintained by Regional Directors (Food) and the State Govts., who 
manage Central Storage on behalf of the Government of India is  
under consideration. 



APPENDIX CEK 
MINISTRY OF WORKS, HOUSING AND SUPPLY 

Note re: Item No. 24 of the Statement of Outstanding Recommenda- 
tions of the Public Awounh Committee*-1nfaodndS.on of the 
~ d h t r a t i v e  Audit System. 

It was reported in the note (See Annexure) Submitted to the 
Public Accounts Committee last year that it had been decided in 
principle, to create, for the Central Public Works Department, two 
Organisations on the pattern of those of the Chief Technical 
Examiner and the Chief Surveyor of Works on the M.E.S. side, for 
technics; examination of works done by that Department. A pro- 
vision of Rs. 1.60 lakhs for the C.T.E.'s Organisation and that of an 
amount of about Rs. 3.80 lakhs for the C.S.W.'s Organisation have 
been included in the budget of this Ministry for the year f954-55. 
The details of the set up of the C.T.E.'s Organisation have been almost 
finalised and the Deparemental Finance Committee have accorded 
their sanction to the creation of the necessary posts etc. therefor. 
Necessary action for the filling up the posts etc. will be shortly takes 
in hand. 

The details of the set up of the CS.W.'s Organisation are being 
worked out. 

m B S. RANGANATHAN, 
1-10-54. 

Joint Secretary. 
ANNEXURE 

MINISTRY OF WORKS, HOUSING AND SUPPLY 
Note re: Item No. 24 of the statemht of Outstaqding Recommends- 

tions of the Public Accounts Committee*-Introduction of the - 
Administrative Audit System. 

In pursuance of the recommendation of the Public Accounta 
Committee regarding the introduction of the System of Administra- 
tive Audit system, it has been decided in principle, to treats, for 
the Central Public' Works Department, t w ~  organisations on the 

ttern of those of the Chief Technical Examiner and the Chief 
urveyor of Works on the M.E.S. side, for technical examination of F 

works done by that Department. A budget provision of Rs 1 lakh 
for the settin up of the organisation of the Chief Technical Examiner 
and Rs. 2 1 d s for that of the Chief Surveyor of Works has accord- 
ingly been sanctioned in the estimates of the flnancid year 195334. 
The details of the set up of these two orpisa t ions  are being examin- 
ed further in consultation with the Ibistry of Finance and the 
Comptroller and Auditor-General of India. 

S. RANGANATHAN, 
Joint Secretary. 



APPENDIX CX 
MINISTRY 'OF COMMERCE AND INDUSTRY 

*Note re: Item No. 32 of the &atenre& of outstan- RecomqenBa- 
tions of the Public Accounts Commitfeef 

In paragraph 26(ii) under Chaper IV of the First Report of the 
Public Accounts Committee, 1951-52, objections were raised on the 
following points: - 

(i) Inadequacy of the amount ordered for recovery from the 
officer concerned for private use of transport on Satur- 
days, Sundays and other holidays only as the cars were 
used by his family during the eriod of his 3 months' 

his headquarters on tour; 
R leave and on other occasions w en he was absent from 

(ii) Disregarding of audit objections by the High Commissioner 
for India, London; and 

(iii) Re-employment of the officer concerned at an Embassy 
abroad. 

2. As regards the first of the above objections, it was stated by 
the officer concerned and confirmed by the Chief Accounting OfEcez, 
London, that the officer ccncerned did not avail of any earned leave 
during the period the cars were utilised by him, namely, from the 
1st November, 1946 to the 10th March 1948. It cannot, therefore, be 
that the officer's family made use of the cars in the manner stated. 
I t  is true, however, that during the periods the officer was away on 
tours to the territories which were within his jurisdiction the cars 
were used by his family. This circumstance does not seem to have 

been taken into account by the Deputy Chief Accounts Officer, Lon- 
don, in apportioning a part of the cost of the transport used to be 
borne by the officer. While, on this basis, the Public Accounts 
Committee are right in what they say about the inadequacy of the 
amount ordered for recovery from the ofllcer, it is not considered 
desirat3e to reopen the case at this distance of time after Govern- 
ment had decided to waive recovery for reasons already communicat- 
ed to the Committee. 

3. As regards the second objection, this Minist 
for the issue of the necessary instructions to the C % ief Accountmg arranged 
Of&er, tondon, through the External Maim Ministry under whose 
administrative control that officer is. 

4. With regard to the uestion of re-employment of the ofber d mmrned, attention is in ted to the follow' r ly given on the 
11% February, 1949, by Shri K. C. Neogy, the y t en ‘? ommerce Minis- 
ter, on the floor of the Colistituent Assembly of India (Legislative) in 

-- 
*Not consiQed by tbc PAC.  
tSe Appendix I (VoL I-Report). 
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ens er to a question put b Shri H. V. Kamath with regard to the 
o&r9s appointment as 1nc6an Government TraQ Commissioner at 
Paris: - 

"That would necessitate a study of past history for some years. 
He (officer concerned) was reappqinted virtually by ths 
Government that removed him. His initial rea 
ment took place in 1942 in the Information and !if"'"*" r& 

@ casting Department. He was thereafter transferred in 
1945 to the Commerce Department for an overseas trade 
appointment. He was then appointed Indian Govern- 
ment Trade Commissioner in Paris on a contract basis 
for a period which expired in the autumn of 1948. The 
Special Selection Board which was set up to recruit over- 
aged candidates for the Indian Foreign Service recom- 
mended that his services should be continued on a con- 
tract basis. On the termination of this period, Govern- 
ment decided that he might continue in his post without 
any fixed period being mentioned, that is to say, he has 
not been given any contract." 

The officer concerned was recalled from Paris in 1949 and appointed 
Director, Administrative Intelligence Room, New Delhi. Subsequent 
ly, the Foreign Service Board selected him for appointment as Com- 
mercial Counsellor at Rome in view of the following facts:- 

(a) That he has a good knowledge of French and a working 
knowledge of Italian and German; 

b 

(b) That when he was Comrriercial Counsellor in the Indian 
Embassy at Paris, he had under his jurisdiction a num- 
ber of adjacent European countries including Italy; and 

(c) That his work since he returned to India has been satis- 
factory and his conduct has not given cause for complaint 
or comment. 

The Foreign Service Boards selection of the Officer concerned was 
approved by the then Commerce Minister as well as by the Prime' 
Minister. His appointment as Commercial Counsellor, Rome, for a 
period of two years was also approved by the U.P.S.C. 

5. As regards the assurance given to the 'committee by Secretary 
of this Ministry referred to in paragraph 167 of the proceedings of 
the seventh meeting of the Committee held on the 16th July, 1S1, 
it may be stated that the explanation of the officer concerned was 
called through the Head of the Mission immediately on recei t of 
the audit objections relating to the accounts of the Commercial &cm 
tariat now under the charge of this officer. On a thorough exnmih& 
tion, in consultation with the Ministry of Finance, of the explanation 
furnished, it was found that the audit objections related to certain 
book keeping errors and failure to adjust TA. advances prom tly an 
completion of tours and that there were no other charges &at r e  
quired investigation. No misuse of public funds was involved,in 
these audit objections and no other charges levelled against hua. 
The errors ointed out have since been rectified and recoveries due 
from the o di cer effected. The Comptroller and Auditor General of 
India has also been informed of the 'action taken. 

N. V. RAO, 
Deputy Secretory. 

0 



MinLtry of Commerce and Industq 
Please refer to this Ministry's U.O. No. 33-TC(1)/51, dated the 

19th October, 1952 indicating the action taken in pursuance of para- 
ph 26(ii) of the first report of the Public Accounts Committee f= or 195253. In accordance with the instructions contained in the 

Ofiice Memorandum from the Ministry of Finance No. F. lO(10)-3/52 
dated the 31st October, 1952, the comments of the following Audit 
Officers were invited on the U.O. note referred to above. 

1. The Accountant General, Central Revenues. 
2. The Comptroller and Auditor General of India. 
3. The Chief Accounting Officer to the High Commissioner for 

India, London. 
4. The Auditor of Indian Accounts in the U.K., London. 

2. The comments made by the respective officers have been tabu- 
lated in .Innexwe "A" to this note together with Government's 
replies thereto. 

3. After taking into account the comments of the audit authori- 
ties, Government are satisfied that there are no justifiable grounds 
b hold that there was a prima facie charge of malfeasance against 
the officer concerned. 

H. V. R. IENGAR, 
Secretary. 

Secretary, Public Accounts Committee; 
Min. of C. and I., U.O. No. 33-TC(1)/51, dated the 1st May, 1953. 

I 
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Pard $--As r&s the ~ W U K T  given Comptroller and 
to the Committee by Secretary of this Auditor Gcn- 
Ministry refer& to in paragraph 167 ern1 of India. 
of the proceedings of the seventh meting - of the Cemdttee held on the f 6th July 
1951, it m y  be stated that the explma- 
t m  of rhe oftier conmned was called 
'htough the Head of the M M  im- 
mediately on rcceipt of the audit objec- 

- 
tions relntmg to the acoounts of thc 
ComllKLdPl SeaenriPt now under the 
charge of this office. On a thomugh 
exPmirxtion. in amsultation with thc 
Ministry of F h m ,  of the explanation 
furnished, it was found that the audit 
o b j  d a t e d  to yrtah bonk keeping 
errors and fpf)urt tb d p u t  T. A. advpnrr- 
pmmptly on completion of tours m d  
t h  them were no other charges that 
rapid investigation. No misuse of 
pubk funds wps involved in these audit 
objections and no other charges levelkd 
against him. The errors pointed out 
hale sir)~e been rectified and recoveries 
due from the dficer effected. The 
Comptroller and Auditor Gcncral of 
Indja has also been informed of the 
action taken. 

The statement that the audit objec- 
tions related to  certain book- 
keeping errors and failure to adjust 
T. A. advanas cannot be accepted 
in view of the serious naturt of 
the objections brought to light in 
the Inspection Report of the Audi- 
tor of Indian Accoants in U.K. 
on the accounts d the Rome 
Office. Some of these objections 
arc :- 
(I] Highly defective manner of 

maintaining- cash book which 
showed that : 
(a) Entries were not made prom- 

ptly as the transactions took 
place. 

(b) Numerous unattested corrcc- 
tions, pencil entries, over- 
writings and cancchthns 
were noticed. 

(c) There was no evidencc of 
ash balance having been 
checked. 

(d) Pages were left blank without 
being ancelled. 

(it) Irregular drawal of salary and 
exchange compensation allowance. 

The officer has explained that the same 
practice as in the time of his predecessor -- 
was followed. He has attributed the  
irregularities in the m i n t e r a n u  of the @ 
Cash Book to :- 
( i )  the inadequacy of the ~calf; and 
(ii) the inexperience of the Asaistmt who 

maintained the Cash Book. 
The Head of the Misoion has accepted 

the officer's explanation In vkw of 
this and as there had been no defdcpiru2 
or loss to Govt. it is considered tk 
no further action is caned for. Ordcrs 
have been issued to the Embassy con- 
cerned to ensure that steps are taken 
for the maintenance of the Cash Bodr 
of the Commcrcirl Section under the 
direct supervision of the Accountant of 
the Embassy and strictly in accordarce 
with Rules and Rcgulntpns. 
These relate to  :- 

(i) Paymtnt salaries to tkr lo& re- 
cruit& stafin ms/z ami not by & 
The officer's explanation is that this 



the nor& practice at the E ~ o ~ Y  
ent to the l o d  t c c d e d  Z.?? lt. v d  from the 

External Afbits Minis* that they b v e  
permitted the Embassy to nmPkt PY- 
mcnts in cash to the l d y  remuted 
staff. 

(ia? Paytmit of E w e  
A h a n c c  to the Oflice conmned. The , 
pay of the O B k r  concerned in his 
appointment a b d  included an e k m n t  
of pension in his previous post. As the 
pznsion would normally have been pry- 
able in India ond as the exchange -- 
pensation allowance was granted in k u  
of the loss of efkcth-e emuluments, fhe 
payment of the exchange a, n 
.Uouance on the total lemune=n- 
clusive of pension did not appear 10 - - 
the auditor to be admissible unless the 
pension had been specificPUy declared 
by the Government to be in abeyance. 
This question was examined and it was 
held in consultation with the Mh@y 
of Finance that 
allo~vlce r~-as admissi -YE to COmgen-n the oWer 
concerned on his total remuneration 

including his pension. 
I. 

:;it? Vse of staff a r s  and trunk calls Inspection uxs made of the Rome O@t$ 
on private account. fmm 17th to 27th April 1951. Prior to 

that the Officer represented in October 
rg5o to Commercc & Industry Ministry 
against the demand placed on him by the 
Embossy for the rivatc use of the atrtr 
car and rcquesteffw the of his 

liability on the b i s  of the cost of- 
used, on the ground that the amount 
demanded was quite out of propmion to 
the services rendered. His request 



considered a.ld he was informed in No - 
vember, I950 that the payments demanded 
from him were in accordance with the 
rules. This order, however, seems to 
have miscarried in transit and did not 
reach the officer. I q  April 1951 he again' 
reminded the Commerce & Industiy 
Ministry on the subject and a coiry of the 
previous order was sent to him on the 
27th April 1951 Le., after the audit 
inspection had taken place. The officer 
concerned has since paid the amount. 

As regards the trunk calls they related to 
two occasions (I) when he had to put in 
a call to facilitate the clearance of his 8 
F ge at Paris. (2) When he had to 

his passage to England to attend 
Conference of Trade Commissioners. 

It was decided by Govt. that the first 
charge was payable by the oficer himself 
while the second one was to be debited 
to Government Account. This has since 
been done. 

(rv) Non-registration ot contracts The Embassy concerned has explained 
for residence without the appro- that the lease was not registered as the 
val of the Government of India. owner refused to let the k t ,  if the regis- 

tration was insisted upon. Moreover, 
this non-registration has saved the Govern- 
ment a great deal of- expenditure on 
account of registration fee etc. The 
matter was thoro y bmidered in 
consultatian with the%!mtries of Frflascc, -. 
External Affairs and Low and the F m c e  
Ministry agreed to the continuana of the 
starus quo for the time being. 



(v) Local purchase of stationery in 
contravention of orders. - 

joi) Non-accountal and the irregu- 
lar issue of bank drafts. 

Accountant The Officer also drew a motoi car 
General, G n t -  advance in December 1950 but 
ral Revenup, did not pay the instalm ts of 
New Delhi. recovery through his rnont& pay 

bills as required under the rules. 
He paid them in cash at irregular 
intervals and violated the rules. 

The oacer  has e x p l ~ e d  that stprionery 
had never been supplied by the Controkr  
of Printicg and Stationery in time ~r 
accordhg to the indent and he bad there- 
fore taken recourse &o local purchases 
for efficient running of his office. The  
position was correct as this wa the general 
complaint from other Trade Oificcrs as 
well. This position was brought to  th 
notice of the Controller of fimting and 
St tionery on several o c c a s i ~ ~ ~ t .  The  Coo- 
troller attributed the delay partly to tbe 
trat.sport difficulties. The Transport 
Ministry have also been requested to  
grant priority for the despatch of sta- 
tionery to our Trade Offices abroad. In 
so far as the present case is concerned, 
ex-post-facto sanction for the purchpses 
made has been issued. 

This  relates t o  three bank drafts of Rs. 
jo/-, Rs. 289!2/- and Rs. 60 -.respectively. 
These drafts were drawn m disregard 
of accountin instructions issued by the 
Accountant 8 eneral, Central Revenues for 
operating the scheme of remittance facili- 
ties to  India. The Embassy has since 
been informed of the correct position. 

This irregularity was brought to the notice 
of the officer concerned and he was asked 
to pay the arreazf in one lvmp sum and 
remit the outstanding instalmmts re- 
larly. 

Auditor of A num of Rs. 3 4  I 31- hfls been As has been indicated earlier in this An- 
Indian Ac- recovered from the Officer con- nexure the sum of Rs. 3,2131- was cm =- 
counts inU. K., cerned in consequence of ~ u d i t o r * ~  count of the following items : . London. objections. Audit, theref~re, can- (1) Private use of the staff ar at Rome 

not accept the suggestion that Rs. 1,6841-. . non-recovery of Govt. dues on (2 )  One private trunk a l l  Bill. 
6 



such a scale is minor irregularity. 0) Repayment of motor car advance 
He adds that audit objections (L 621-1. 
involving possibly even larger (4) Hostel Rent <Rs. 981-), and 
sums while the office! was posted ( 5 )  Some mnor items. 
at Paris are still pending with the None of the above items constituted mis- High Commissioner. appropriation of Ggvernment funds. c 

As regards outstadings for the period 
the officer served at Paris: the Chief 

.2 Accounting Oflicer at London has stated 
I- that the amounts due to or recoverable 

from the Officer concerned are unasaess- 
able pending clarification of certain items. 
It is for this reason that the account 
has not yet been settled. The Chkf 
Accounting Officer has promised in his 
telegram of 17-4-1g53 a further c-uni- 8 
cation which will be examined as soon as 
it is received. In the meantime it can 
be stated on the basis of the information 
in the Ministry that while certain amounts 
are recoverable from the Officer concerned, 
almost, equally large amounts are due 
to him also. These amounts relate to 
the settlement of T. A. Bills. 



APPENDIX CXI 

MINISTRY OF COMMERCE AND INDUSTRY 
Note re : Item No. 33 of the Statement of Outsta@ing Becommenda- 

tions of the Public Accounts Committee.* 
Shri . . . . . . , clerk and another person were found to be involved 

in a case relating to the spurious alterations in the cash receipts of 
railway freight paid on consignments for the late Ministry of 
Commerce. Shri . . . . . . was suspended immediately after the defal- 
cation came to light, and the case was handed over to the Special 
Police Establishment for investigation. 

The Police authorities in their investigation report recomrpended 
the prosecution of both the persons referred to. The report was, 
however, examined in the late Ministry of Commerce in consulta- 
tion with the Ministry of Home Affairs, and it was felt that the 
case against the other person for prosecution was weak and that 
departmental proceedings might be started against him after a 
decision had been reached in Mr. Singh's case. Accordingly, sanc- 
clon was accorded for the prosecution of Shri . . . . .. alone and he was 
prospcuted in the Court of the Special, Judge, Delhi. The proceed- 
In s against him were however quashed on the ground of the techni- 7 ca defect that the Investigating officers being below the rank of 
Dy. Superintendent of Police had not complied with thte provisions 
of section 5(4) of Act I1 of 1947 (The Prevention of Corruption Act). 
In his judgement the learned Judge remarked that prosecution 
might submit a fresh charge sheet after complying with the provi- 
sions mentioned above. Accordingly the case a g a b t  Shri . . .... was 
put in Court for retrial and summons were issued to the accused. 
The trial of the case has now recommenced and prosecution wit- 
nesses are being examined. 

H. V. R. IENGAR, , 

Secretwy. 
23rd September, 1954, 

- - -- . - - - - - -  - ---- 
*See Appendix I (Vol. I-Report). 
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APPENDIX cxn 
MINISTRY OF COMMERCE AND INDUSTRY 

Note re: Item No. 34 of the Statement of Outstanding Recommenda- 
tions of the Public Accounts Committee.* I 

The Public ~ c k u n t s  Committee. in a meeting held in Jcly 1951 
to examin? the appropriation accounts of 1948-49. wanted to know 
why the expenditure on the Trade Marks Registry, Bombay, was 
in excess of the receipts and what action had been taken to reduce 
it. The Committee w x e  informed that the question of making the 
organisation self-supporting would be examined immediately. The 
comments of the Commerce and Industry Ministry are given 
below : - 

Tht  matter was examined in August 1951 and it was obszrved 
that in the two years subsequent to that of the Appropriation 
Accounts for which figures were then available, viz., 1949-50 znd 
1950-51. receiats and expenditure were more or less balanced. The 
dctual figures were: 

Years 
1949-50 
r95c-51 

It was also antic:~ated 
balanced. This t imed  
as the figures for that year w x e  as follows: 

Receipts ExvndiVure 
Rs. 9>55,919/- Rs. 6,86,091/- 
Rs.'6,8 ,7031- Rs. 7#2,290/- 

that during 1951-52 the figures would be 
out to be nearly the case though not quite, 

In view of the &ove figures no further action was considered 
necessary. 

2. Subsequent figures have however. shown that the expenditure 
has been in excess of the receipts. These figures are as follows: 

4. 1952-53 Rs. 5,06,574!- Rs. 7,5290471- 
c 1953-54 Rs. 4:83,P84/- Rs. 7,93,0641- 
In dealing with these fluctuations, it has to be noted that revenue 

is derived by the Trade Marks Registry both from original appli- 
cations as well as from renewals. Registrations are valid for 7 
years and, as the first registrations were made in 1942, there was a 
rush for renewals in 1949-50. Thl  statistics reveal that there has 
been no falling off in the applications for fresh registration. The 
fact renewal applications are made every 7 years introduces, at the 
present stage, an eloment of fluctuation which may be expected to 
disappear only after some time. 

3. Nevertheless the question has been examined from time to 
time as to w h e t h s  the fees payable under the Trade Marks Act 
& Rules, should be enhanced to make the Pccgistry self-supporting. 
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These were once revised in 1946; in some cases they w x e  doubled 
and in some others by even ten times. There was at  that time a 
representation from the Indian Merchants Chamber, Bombay, pro- 
testing that some of the fees were already orr the hlgh side; and 
in view of all these considerations, further action was not taken. 
In 1953 the Trade Marks Enquiry Committee was set up to review 
the working of the Act and to suggest measures for improving the 
administration of this Law. On receipt of t h b  report early this 
year, it was observed that the Enquiry Committee had not touched 
upon the financial aspect of the Registry, but Mr. Alagiriswami, an 
Officer on Special Duty, who was examining the report expressed 
his view that the s ca l s  of fees should be revised so as to make the 
organisation self-supporting, as far as possible. Proposals have also 
been obtained from the Registrar of Trade Marks in this connection. 
These will shortly be considered along with the recommendations 
of th? Enquiry Committee. There has been some delay in examin- 
mg the recommendations of the Enquiry Committee, as it R now 
considered necessary to obtain the advice of a judge of a High Coun 
awut  the legal aspects of the recommendations. 

H. V. R. IENGAR, 
Secretary. 

18th October, 1954. 



APPENDIX CXIII 

Note re: Item No. 35 of the Statement of Outstanding Recovmenda- 
tions of the Public Accounts Committee*. 

1 

The allegation about leakage of Government decision about the 
levy of increased export duties on oilseeds before the issue of the 
Government communique has been carefully looked into, and it has 
been found that no leakage of information took place. In case any 
one operated in the market, he must have done so on the basis of 
intelligent anticipation of events but not as a result of any leakage 
of information. 



APPENDIX CXIV 
MINISTRY OF COMMERCE AND INDUSTRY 

~ e v i s e a  Note re: Item No. 36 of the Statement of Outstanding Re- 
commendations of the Public Accounts Cornittee* 

The grant for the Commercial Library being limited to the ex- 
tent of Rs. 2,500/- per annum, such im rovements as are commen- P surate within the limited resources cou d only be effected. Oppor- 
tunities were also taken to feed the Library with all u p t d a t e  
commercial and economic journals partly by subscription and 
partly on an exchange basis with the Indian Trade journal, the 
official organ of this Department. and other publications issued by 
this Department. Besides Statistical publications of the Central 
Government and State Governments, year books of various coun- 
tries as well as statistical abstracts of International importance in- 
cluding those of U.N.O. are collected and books on economics, 
commerce and industries are kept for reference in the Commercial 
Library. Arrangements for providing better lighting in the 
Commercial Library are being made. 

2. The old Librarian of the Commercial Library has since re- 
tire,$ with effect from May 1951. His,place is now occupied by a 
young officer who has duly passed the Diploma in Librarianship 
examination of the Calcutta University as also the examination 
held under the auspices of the Bengal Library Association. He has 
also a working knowledge of French and Oriental languages. 

3. As regards the pooling of all statistical information in one 
place, the Government of India have decided upon the re-organisa- 
tion of the Office of the Director General Commercial Intelligence 
and Statistics and amalgamation with it of the Directorate of 
industrial Statistics, Simla. In pursuance of this decision, the office 
of the Director of Industrial Statistics, Simla has already moved 
down from Simla to Calcutta and has started functioning there 
from 1-7-52. The physical merger of these offices has not yet take% 
place, as certain formalities such as the strength of the re-organbed 
Department of DGCI&S, Calcutta, are yet to be finalised. 

4. The former Director General of Commercial Intelligence and 
Statistics Shri P. M. Mukerji has retired with effect from the 9th 
January 1953 after availing himself of leave preparatory to retire- 
ment for six months. Shri C. R. B. Menon, a permanent Officer of 
the Central Secretariat Service, Grade I, and officiating Deputy 
Secretary to the Government of India in the Ministry of Commerce 
and Industry, has been appointed to officiate as D.G.C.I. & S. and 
D.I.S. with effect from the 4th October 1952, pending the ap oint- 
ment of a rmanent incumbent. Efforts are being made to Rnd s C suitable 0 cer as head of the combined office. 

S. BHOOTHALINGAM, . Sectetary. 
1st September, 1953. 

- - - . . . - 
~ .--- 

*Set Appendix I (Vol. Il-Report). 8 
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* APPENDIX CXV 
MINISTRY OF COMMERCE AND INDUSTRY 

Statement in connection with Item No. 37 of the Statement bf Out- 
standing Recommendations of the Public Accounts Committee.* 

Statement showing the recoveries on account of the outstanding dues 
made during the year 1952-53 in connection wi th  the State Trad- 
mg Scheme 'Import of Stool'. 

Ou'standing as on r-4-1952 Rs. 21,29,o00-0 
Add fresh bills issued during 1952-53 Rs. - 6,1g,goo-o --- 

TOTAL : Rs. 27,48,goo-c 
Recoveqes during 1952-53 : 

(I) Amin ;t ou s anding on I -4-5 I Rs. 4,oo,oo3-o 
(2) Against the bill9 m d  during 

1951-52 Rs. I ~,OO,W-O 
(3) A;ainst the fr-sh bills issued 

during 1952-53 Rs. 2,81,000-0 Rs. 21,8~,ooo o -- - 
Outstanding as on I -4-1953 Rs. 567,900 -0 

NEW DELHI ; I Sd.1 S. BHOOTHALINGAM, , 
The 16th September, 1953. Secretary. 

The position as at the end of 1953-54 i s  given below. 
0u.s'anding as on I -4-1953 Rq. 5,67,go0-9 
Add frLsh bills issued durmg 

1953-54. , Rs. 3,<9,003-0 
TOTAL : Rc. 9,26,goo-o Rh. q,:6 ~ C C - c  

Recoveries during 1953-54: 
9 

Q) Against ourseading on I -4-5 I Rs. 1,000-3 
(2) 'Against the Bills issued during 

1971-52 Ks. I ,14,000-0 
b) Against the Bills issued during 

19-53 Rs. 88,000-0 
(4) Agdinst the fresh Bills issued 

d u r a  1953-54 Rs. 2,29,000-0 . -- 
t4,32,CJ00-0 Rs. 4,32,003-0+ 

Outstanding as on 1st April 
1954 Rs. 4,948004 * 

tAccording to the Dy. Accountant General (I & S), Calcutta, the figure 
is Rs. 4,53,5831101- 

I t  apyea-s that the DAG (I & S) has included certain figures which do 
not acual y rel-te TO this subject: The variation is, however, being recollciled 
by the I on and Steel Controller. 
a-- - - 

*See Appendix I (vo~.  I-Report). , 
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APPENMX CXVI 
e MINISTRY OF COMMERCE AND INDUSTRY 

Note re: Item No. 38 of the Statement of Outstanding Recommenda- 
tions of the Public Accounts Committee* 

1. Page 619 Purchase of Woollen Goods . 
(Group Head 'W'.) 

The, total recoveries of about Rs. 80,000 mentioned in the Appro- 
priation Accounts (Civil) 1949-50 and the Audit Reporj thereon, 
comprised of: - 

( I )  Rs. 68,188-8-0 claimed by Government b j  way of re fu~d from a 
firm on accdunt of the variation betwzen the pro- 
vision -1 and fin 11 rates; 

(2) Rs. 8,662-8-0 cost of two consig lments of controlled woollen 
goods despatched to Peshawar; ~ n d  

(3) Rs. 6,458- 12-0 cost of consignment of cmtrdled woollcn goods 
despatched to Dera Ismail Khan. 

2. Of the three items mentioned above Item (1)-the Plecovery 
from the private firm for Rs. 68,1881- has since been eflected. 

3. As regards item (2) above which 1s in respect of Rs. 8,662-8-0, 
due from Pakistan Government on account of two consignments of 
woollen goods booked to Peshawar, which were requisitioned and 
alsposed of by that Government, !here is no progress. It  has been 
decided to debit this amount to Pakistan at the time of General 
Financial Settlement with that country. As advised by the Parti- 
tion Secretariat this claim will be reported to the Application Com- 
mittee when the Committee starts functioning. 

4. Item (3) relates to a consignment containing 2,000 scxves des- 
patched to Dera Ismail Khan, which was rebooked from there and 
received back by M/s New Egerton Woollen Mills, Dhariwal (India), 
who had supplied the goods. This consignment fell short of 77 
scarves on account of loss in transit and another three scarves were . 
badly damaged. For the 1920 scarves received in good condition the 
Mills paid a sum of Rs. 3,840 to the Government at the rate of Rs. 2 
per scarf at  which they had been purchased, from the Mills. The 
losses suffered by the Government in this transaction are as hl 
~ O W S  : - 8 

I .  On account of loss of 77 scarves in transit- Rs. 154i- 
Val ie of sc :rves @ Rs. 21- each. 

2 .  On ccount of damage to 3 scdnres in 
transit @ Rs. 21- each. Rs. 61- 

3 .  On account of demuriage and frcight 
char~es incurred by the New Egerton 
Woollen Mills in taking de:ivLry of 
goods and ,ubsequently paid to the 
Mills by the Government. Rs. 831- 

0 -- -. 
T0tc.l RS. 243 1- 

Necessary sanction to write off the* above loss of Rs. 243 has 
been issued. 

- - -  - 
*See Appkdix I (VOI: I-Report) 

237 



4 
5. A sum of Rf. 27,%9 on account of payment of two bills of 

M/S New Egerton Woollen Mills, Dhariwal (East Punjab) is still 
outstanding. The bills have not so far been accepted by the 
Directorate General of Supplies and Disposals. Another sum of 
Rs. 507-8-0 due to a $firm in Jaunpur has not yet been paid. The 
nase is still sub-judice. 

P. OOVINDAN NA~R,  
Joint Secretarg 



APPENDIX CXYn 

MINISTRY OF COMMERCE AND INJWSTRY 
Nete re: Item No. 39 of the Statement of Outstanding Recommen- 

dations of the Public Accounts Committee* 
, Recommendations/Suggestions of Public Accounts Committee 

Item 39. The figures for the overall adjustment with the various 
statesbin connection with the purchase and distribution of standard 
cloth should be finalised in consultation with au#it and the accounts 
settled without any further delay and a report submitted to the 
Committee. 

The details of payments still outstanding to the various States, 
etc., out of the amount standing to the credit of the Standard Cloth 
Equalisation Fund are as under:- 

(i) Payments to West Bengal . (Rs. 3.00~888) 
(ii) Payments to Assarn . (h .2,15,049) 
(iii) PaymentstoM2dhyaBhar~t  . (Rs .2,8 r .go3) 
(iv) Payments to Sirohi State . (R. 20.924) 
(v) Ralsan State . (h 1,443) 

(vi) Payments to Baghalkhand States (Rs. 19,999) 
(vii) Payments to Nowgong State . 3,528) 
(viii) Payments to Sirmur Sta e .  (RF .I4,92 I ) 
(ix) Pdymmts to Sikkim State . (Rs. 12422)  
(x) LOSS on account of damage to 

575 bales of Standard Cloth 
shipped per C.C. 'Jayant' to be 
written off . (R?. 3-84, 483) 

Payment of hire charges to car- 
riers . (RF . 3 m  59) 

(xi) Payment to the undivided (iov- 
ernment of Bengal by way 
of handling and freight char- 
ges on Stdndard Cloth Con- 
signments. The  actual amount 
due to them is not known but 
the slme is expected to be about 
Rs. ro ,o~  lakhs. (Rs. ~o,oo.ooo) * 

(uii) Loss o f 4  bales of standard cloth 
despatched bq M ,  s Maheshwari 
Cotton Mills Ltb . , Ahmedabad 
to the Mayurbhanj Stntc (Rs. 3,458) 

(siii) Miscellaneous cla~ms . (Rs. 75,200) 
'Total . Rs.23.71,077 - - 

2. The following explanations are offered in regard to the items 
shown in para 1 above : - 
West Bengal and Assam [Item Nos. (i) and (ii)] 

The amounts shown agamst these Governments are the balanoe 
ayable to them out of the Standard Cloth ualisation Fund. These 

Ealances have been retained by the Centra Government because 
- - -  - -- - -- - 

"t 
the amount of sales tax payable to Bengal and Assam Contractors 

-- -- . -- - 
'Sue Appendix I (Vol. I-Report'. 
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so t 
on sales of Standard Cloth is to be recovered from the shares of 
these two Goverriments. Proposals for the ayment of these 
amounts are under active consideration and a ecision is expected 
shortly. 

B 
Madhya Bharat [Item *NO. 1111 

It  has been decided to refund to Madhya Bharat Government 
only such an amount out of Rs. 281,903 at their credit in the EqGilisa- 
tion Fund as will rgmain after deducting stamping fees and estab- 
lishment charges due from that State. It has since been agreed 
to by the Comptroller and Auditor General that no surplus amounts 
will be available out of the Standard Cloth Equalisation Fund for 
distribution after taking into account the indirect overheads. Neces- 
sary adjustments are, therefore, being carried out. 
Sirohi State [Item No. IV] 

The question regarding the division of assets and liabilities as 
betweentBombay and Rajasthan was under the consideration of the 
States Ministry. It. has since been decided. by the States Ministry 
that the entire amount be paid to the Rajasthan Government in the 
first instance under intimation to the Accountant General, Bombay, 
end Accountant General, Rajasthan and that Bo.,~bay's share will 
be paid by Rajasthan subsequently in ratio to be agreed upon by the 
two States. Necessary adjustments are being carried out in view 
of the agreement referred to above. 
Balsan, Baghalkhand States Gfoup ,  Nowgong, Sirmur, and S ikk ih  
States [Item Nos. V-1x1 

Separate account in respect of the credits due to these States 
were not maintained for the different units. I t  was decided to appor- 
tion the cred.ts in proportion to the stamping fee collections. Neces- 
sary adjustments are being carried out in view of the agreement 
referred to above. 
Other Items [Item do .  XI 

On behalf of the Governn-mit of India, the Textile Commissioner 
entered into a contract on 20-1-44 with the Indian Shipping Indus- 
try, Bombay, freight contractors for the transport of Standard 
Cloth by country craft from Bombay to certain ports South of Bom- 
bay. From 25-244 the Company received 575 bales of Government 
Standard Cloth from the Textile Commissioner, to be carried to 
Cochin and Alleppey in their country craft "Jayant". The country 
craft left Bombay on 15-3-44 but within 15 miles of its journey south- 
wards, it developed a leak. Government suffered a loss of Rs. 357,000 
as a result of the damage to the above 575 bales. The security deposit 
of Rs. 1 lakh by the Company was also withheld to set off against - .  - 
the loss. 

The case went to the Court of Law and the High Court of Bom- 
bay gave a decision that the loss or damage to the cargo was due 
t6 an act of God, force majeure, and dues to the Company should 
be paid. 

Payments relating to this item are as follows:- 
(a) Loss on account of 575 bales of Standard 

Cloth Rs. 3,84,4M 1. 
(b) Legal Charg'es incurred by Governmerit Rs. 77/- 
(c) Cost of Suit to be paid to the Carriers 

under Bombay High Courts Decree , , Rs. 8.535/- 
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p e t i o n  for payment of the last two charges has been issued 
u' e this Ministry's letter No. 30(12)-CT(Al154,dated 18-11-54 and 
necessary payments have been affected. These two payments form 
a part of payments against item No. xiii. The security deposit has 
also been returned. , 

Hire charges to the extent of Rs. 30,429-13-8 have been sanctioned 
vide this Ministry's letter Yo. 40(5)-CT(A)/54 dated 9-7-54 and paid 
in fuH settlement of the High Court's order during July 1954. 

Item No. (XI): As regards the amounts due a n  account of handl- 
ing and freight charges to the Government of undivided Rengal, 
Lhe Textile Commissioner. Bombay, in consultation with the 
Accountant General, Food. Rehabilitation and Supply has advised 
the claimants' that these claims should be submitted in the proper 
form with the relevant audit certificates, etc., before the amount 
can be refunded. 

Item No. (XZI): Necessary sanction regarding the writing; off ir 
 covera able loss of Rs. 3.458 for 4 hales of Standard Cloth des~a tch-  
ed by M/s Maheshwari Cotton Mills Ltd., Ahmedabad. to the Mayur- 
bhanj State has already been issued vide this Ministry's letter No. 
30(9)-CT(A)/54 dated 20-9-54. 

9. I t  may be pointed out that according to the Decentralisation 
Proposals accepted by the Ministry, the Centrally Administered 
Areas were to be paid either f i e  loss sustained by them in working 
oyt the Standard Cloth Scheme or thp credit accrued In their favour 
in the Equalisation Fund, whichever was higher. In return, the 
States were to return to the Centre the Stamping Fee collections 
made by them under the ControI Scheme. According to the infor- 
mation oriqinallv received from the Delhi State, they had collected 
a sum of Rs. 4,35,105 as Stamping Fees. On this basis, a debit of Rs. 
2,37,115 representing the excess Stamping Fees over Credits, was 
passed on to them In December, 1950. From iater correspondence. 
it is, however, revealed that Delhi State had actually collected and , 
credited in favour of the Deputy Accountant General (Industry and 
Supply). Bombay a sum of Rs. 16,58.003. The Deputy Accountant 
General (Industry and Supply), Bombay h ~ s  since confirmed that - 
this amount represented the cost of Standard' Cloth supplied and  not 
che Stamping Fees, The matter a t  present is under correspopdence 
oetween Delhi State and Accountant General (C.R.), Delhi. 

This note has the approval of the A.G.F.R. & S., New Delhi. 
P. GOVINDAN NATR 

Joint Secretary. 



APPENDIX CXVIII 
MINISTRY OF PRODUCTION 

SKJELTE~T:--Statement showing action taken or r o p e d  to be taken 
on the recommendations of the Public ccounts Committee 
(Item No. 44). ' 

R 
The Public Accounts Committee in their report on the Appro- 

priation Accounts for 1948-49 (item No. 44) recommended that "Gov- 
ernment should consider the question of capitalising the amount of 
losses incurred due to the lack of covered accommodation for the 
storage of salt by providing necessary shelter for the purpose". 

This question was referred to the Departmental Committee on 
Salt, w2ych was appoided on the recommendation of the Estimates 
Committee, to examine this and certain other allied matters. The 
Departmental Committee have observed that the capital cost of pro- 
viding covered accommodation for the storage of salt will be pro 
hibitive and its maintenance cost alone will far exceed the loss now 
sustained on account of storage of salt in the open. The Govern- 
ment of India agree with this view of the Departmental Committee 
and have decided that it is not necessary to provide covered accom- 
modation for the storage of salt. (. 

- 

The annual loss (average for a number of years) occurring through 
open storage is estimated to be Rs. 75,000 while the construction of 
qodowns will cost about Rs. 2 crores and maintenance alone, besides 
interest, depreciation, etc., @ill be about Rs. 6 lakhs per year. Con- 
ditions of work in covered accommodation will also be more difficult 
and probably require further expenditure to raise them to a reason- 
able standard. 

S. JAGANNATHAN. 
Joint Secretary. 

. .. - - - - . . - - . 
*See Appendix I .  (Vol. I Report). . 
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APPENDIX CXIX 

daA MINISTRY OF PRODUCTION 
Note re; Item 45 of the Statement of Outstanding Recommendations 

of the Public Accounts Committee*. 
Item No. 45.--The Ministry should consider the desirability of con- 

tributing the balance l@ng in the Coal Production Fund to the 
Coal Mines Stowing Board. The amount of balance in the Fund 
should also be reported to the Committee. 

The Coal Production Fund was created in 1944, for financing 
the activities in connection with the improvement of production, 
marketing and distribution of coal and coke. An Ordinance known 
as the Coal Production Fund Ordinance was promulgated in 1944 
authorising the levy of an excise duty of Rs. 114 per ton on 511 coal 
and coke despatched from Collieries by rail. The duty was realised 
by the Railways along with the freight and credited to the Coal 
Production Fund. The Coal Production Fund Ordinance was repeal- 
ed with effect from 1-5-1947 and consequently the excise dut was 
also abolished from the same date. The accounts of the C O ~  Pro- 
duction Fund have however not yet been finalised as the accounts 
of pome of the schemes connected with this fund have not yet been 
closed. 

2. The outstanding items in respect of which the expenses/debits 
have to be adjusted in the Ccal Production Fund nainly relate to 
the following State Trading Schemes on coal: - 

(1) Reserve Stock of Coal : 
(2) Purchase of Colliery Stores: -, 

(3) Production and Supply of coal: 
Comprising : - 

(a) Open Cut Coal Mining 
(b) Ponri Hill Colliery 
(c) Power House at Sijua 

( I )  Reserve Stock of Cod-The Scheme was closed long ago but 
the accounts are kept open pending finalisation of certain transac- 
tions connect.ed with thc scheme. A separate note has been supplied 
regarding this scheme. 

(2) Scheme for Purchase of Colliery Stores.-This scheme related 
to procurement of plant and machinery during the War Period. on 
a bulk indent basis. The accounts of this scheme are complete exceptd 
ing for one item relating to the payment of Port Commissioners 
charges. 
. i- . - -. - 

*Sw Appendix I (Vol. 1-Report) 
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(3) Scheme for Production and supply of c ~ a l .  (a )  Open Cv.t Coal 

Mining.-The Scheme of open cut coal mining operated departmen- 
tally came to a close on 31-3-1946. The adjustment of accounts on 
two or three items are still out-standing of which one IS under arbitra- 
tion. 

(b) Ponri Hill ~ & l i e r ~ . - ~ h i s  scheme related to the departmerilhl'rs 
working of the new Chirimiri Ponri Hill Colliery 'belonging to the 
late Shri baneckji Dadabhoy which was taken on lease by Govt. 
for a period of six years with effect from 1st October, 1944. One 
item of debit and Stwo items of credit have still to be adjusted. 

(c) Power Plant at Sijua.-The Govt. of India purchased two 
packaged type Power Plants in 1945 and these were hired out to MIS. 
Sijua Jherria Electric Supply Coy., to enable them to meet the in- 
creased requirements of power in Jharia Coalfields area for stepping 
UP coal production. The accounts of this scheme have been 
finalised. 

4. The position of total expenditure and recoveries upto the end 
of 1953-54 in respect of the schemes mentioned is as follows:- 

Scheme Expenditu-e upto Recoveries u-to 
1953-54 1953-54 

Rs. Rs. 
( I )  Reserve Stock of Coal 52,62,738 48.01,21 I 
(2) Purchase of Col'iery stores '4,59.885 76,49,6p8 
(3) Produc'ion & Supp'y of coal ' 

(a) 0 .en Cu- Coal Mining 3,76,'0,532 1,38,95,697 
(b) Ponri Hill Collierv r,o5.72.389 1 304,45442 
(c) Power Hous: at Siju? 21,6~,084 30,05,3 13 

The questinn whether the loss on item (3) should be debited to 
the Coal Production f i n d  is under consideration. 

The balance in the Coal Production Fund as on 31-3-53 was 
Rs. 99,26.153. Certain items of recovely of the wss arc also out- 
standing one of which is pending in a Court of Law. 

/ ,5. From the above*summary of the position especially the figures 
of espenditure and recoveries upto 1953-54 given in para 4, it will be 
seen that there will be no balance at  the credit of the Fund, if it is 
finally decided that the loss on the open cut coal Mining should 
also be debited to the Fund. This position has already been men- 
tioned under Col "action taken" in Appendix I. on pace 177 of the 
Seventh Report of the Public Accounts Committee (1952-53) 

S. JAGANNATHAN, 
Joint Secretary. 



APPENDLX CXX 
MINISTRY OF P R O D U C T I ~  

Note re: Item 47 of the Statement of Outstanding Recommendations 
of f i e  Public Accounts Committee.* 

Item 47.-With a view to the speeding up of intd-departmental ad- 
justments for coal supplied to the Gove~nment D ~ ~ t n r e R t r ,  
the Minzstry should szmplzfy the method of recovery In consul- 
tation with the Coal Conamissicme7 and the Controller of Coal 
Accounts. 
This recommendation has been made by the Public Accounts 

Committee with reference to the accounts of the scheme for "Reserve 
Stock of Coal." 

During the last war, when the stocks of coal fell short a'Ad the 
transport was inadequate to move the current production, lt was 
decided to build up stocks at  pitheads in the Jharia and Ranigang 
coal fields, on Government account, for use in an emergency. Under 
this scheme orders were issued for the stacking of coal as under:- 

194243 . . 1,000,000 tons 
1943-44 . . 1,000,000 tons 
Dec.'43 to Dec.'44 -.. 1,001,000 tons 
August '45 to Dec.'45 . . 1,001,000 tons 

No stacking schemes were sanctioned after 1945 but the coal stack- 
ed during the previous scheme has to be finanwd tlll the closure 
of the accounts. 

The operation of the scheme was entrusted to a Committee con- 
sisting of the Chief Mining Engmeer (Railway Board) and the Chief 
Inspector of Mines. The collieries would stack coal, the quantity 
of which would then be measured by a Committee consistint of 
the Chief Inspector of Mines and the Coal Superintendent, D an- 
bad. 

Under the stacking scheme of 194243 and 1943-44, 75% of ,rbe 
price of coal was paid to the collieries on measurement and under 
the two other schemes 90% of the price of the coal was paid on mea- 
surement. After an "on account" payment of 75%/90% of the price 
as the case may be, the ownership of the coal passed on to the Gov- 
ernment. The Collieries were authorised to sell coal from the stocks 
to Government De artments or public consumers, as authorised by 
the Chid  Mining Agineer, Railway Board. The balance payment of 
25%/10% of the price of coal was made to the collieries on presenta- 
tion of bilk showing the auantitv of coal despatched from the stock. 
duly accepted by the consignee. 
The procedure for effecting recovery of the cost of coal was th.t a 

the supplying collieries would submit bills to the Chief Mininp 
Engineer for the quantity of local despatched duly supported by the 
necessary documents (railway receipts, invoices etc.) and the Chief 

*Sa hppmdix I (Vol. I-Report). 
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w 
Mhbg Engineer would ncover the amount from the 
and emlit it to Government after paying the balance 25 
ttw diery .  Id certain cases, it a m  the 90% ymmt wm 
treated as an advance which was refunded by thc CO& O Gw- 
er&unent as soon as coal was d t c M  &er insthctions from the 
Chief Miming Engineer; the C ery concerned' recovered the cost 
from the consignee. 

33 
The financial position of the scheme upto 3953-54 is as follows:- 

Out of the total quantity of coal despatched under dl the scbomes, 
bills for a quantity of approximately 54,000 tons of coal, despatched 
to Government Departments, rivate consumers etc. were outstand- 
ing upto the end of the calen d' ar year, 1950. 
Commissioner's report, accepted bills for a total Amord% of ,950 to the toDs Cod of 
cgal lpve since been received upto the end of March, 1954 and bills 
for balance quantity of 31,050 tons are still outstanding and have to 
be accounted for. 

The difficulty in effecting the recovery of the ayment has been 
that due to the partition of the country and the &bandmezit of the 
various units/oflces of the Defence Departments, Central Public 
Works Department etc. who mainly dealt with aviation works during 
the last war the consignees, including those in areas now forming 
Pakistan, cannot be contacted and made to pay. c 

Accardmg to the latest report received from the Coal Commis- 
moner (on 7-8-54), his office is still under correspondence with Coal 
Companies regarding information about consignees the quantity of 
coal despatched etc. The Coal Commissioner has been asked to 
submit monthly progress reports about the finalisation of the scheme. 

As regards the recommendation made by the Public Accounts 
Committee, regafding the simplification of the method of recovery 
in regard to inter-departmental adjustments, the Finance Ministry 
suggested in another context that no interdepartmental adjustments 
are necessary in respect of coal supplies made to the departments of 
w t r a l  Government prior to 15-8-1947. This is a specrfic step of 
s@pliflcation whiah should greatly assist the finalisation of accounts. 
The Controller of Coal Accounts, who was advised of this decision, 
by the Coal Commissioner, has not accepted the Finance Ministry's 
view and has desired that acceptance of the uantity of coal supplied i should be obtaiwd from the consignees. he Coal Commissioner 
Wbts  whether he will be able to obtain the acceptance of the 
m i n g  Government consignees as in most of these cases these 
conaigaees (Unib/Organisations of Government) do not exist at pre- 
sent, The Corl Commissioner has accordingly proposed a revised 
pr- enabling him to issue a certificate to the Controller of 
C-l &counts after verifying from the records of the Chief MFning 
m r  (R+ilway Board) that the coal was actually sup lied to 
-at depaptments This procedure is being d i s c d  by the 
Coal CommSarioner with the Finance Ministry in Calcutta. . S. JAGANNATHAN, 

3- Secretcrry. 



MINISTRY OF PRODUCTION 
Note re: Item 48 of the Statement of  outstanding^^ 

of the Public Accounts Committed. 

Item 48.-With reference to the review on the scheme for production 
and m~pply of cod contained at  p. 615 of the A . . 
Accounts (Civil) 194950, the committee should be mf 
the exact amound thut was remitted by Mesrrs. Sir Lim 
Parkinson & Co. Ltd., abroad before thq! went into liquidation. 

It is considered necessary in order to answer the above quwtion, 
to explain first that the Government scheme for the production of 
coal departmentally, during the w period has to be &tbgWhed 
from the contractual arrangements made after the end of the war 
with the firm of Sir Lindsay Parkinson and Co. Ltd. 

The actual arrangements were: 

A(i) departmental working first by.bmilitary units and then by 
the Directorate of open cast mining, assisted by an 
Arnencan firm. 1943-30th November, 1945. 

(ii) four months of departmental working when Sir Lindsay 
Parkinson functioned as agents of Governments on cost 
plus a fee (more precisely a bonus on turnover) basis. 

B. Work done through contractors: 

(i) 1st Aoril 46-31st March, 48 when S.L.P. Co. took the 
contract. 

(ii) 1st April 1948 to 31st March 1952 when the Govefnrneflt 
sponsored Indian Mining Construction Company yere 
contractors (i 8 owned by S.L.P. and P,{ by Government). 

The deficit on "scheme for production and supply of coal" (esti- 
mated in the Appropriation Accounts for 1949-50 as Rs. 227 lakhs) 
is almost wholly due to the workinq in period 'A'. It has nothing 
to do with the contracts with S.L.P. or with the I.M.C.C. in which 
S.L.P. were partners. (A note on this period of departmental work- 
ing is attached-Annexure). No part of this deficit is recoverabk 
or could be argued as recoverable from S.L.P. Co. The 194930 
appropriation report mentioned only a certain sum of R.. 11,566 as 
recoverable from S.L.P. Co. There are subsequent1 other sums* f: (a few lakhs payable to and some lakhs due from S.L. .) adjustable 
with the S L.P. Co. and it is hoped to Analike all this before the end 
of this year. 'mm 

'Sm ApIrdix I (VOL, I--). 
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3m 
What S.L.P. Co. have remitted out of lndiu y. 

S.L.P. as partners invested a sum of Rs. 23 lakhs (8s share capital) 
in the Government s~onsored I.M.C.C. in which Government paid 
the remaining share capital of Rs. 22 lakhs. 

Under the ~romoters' aqreement, S.L.P. could sell out their share 
of the ca~ i t a l  or Government could buy out the S.L.P. share af c a ~ i -  
tal after giving 3 months' notice. In December 1951. S.L.P. exercis- 
ed this o ~ t i o n  and Government were bound under the terms of the 
agreement to pay them their capital and to #ve them the facility 
to remit their capital investment out of India. 

As a result of the Government's discussion with S.L.P. Co., they 
agreed specifically: 

(a) to meet their due share of such losses as the I.M.C.C. 
incurred during the period of Government investment. 

(b) leave in deposit with the now Government owned I.M.C.C. 
to meet (a) above, a sum of Rs. 9 lakhs representing 
part ~rofi ts  and managing and purchasing commissions 
payable to them. 

(c) leave also a further sum of Rs. 3 lakhs out of the share 
c a ~ i t a l  in deposit in a joint account, in case (b) was 
not adequate. 

They remitted. with the sawtion of Government, only Rs. 20 la!:hs 
out of their share capital of Rs. 23 lakhs. 

At the request of the Government, the C. & A G. has had an 
~xhaus+ive audit carried out of the accounts of the I.M.C.C. and on 
the basis of the audit r e ~ o r t ,  prolonged and successful negotiations 
have been carried out with the Company. 

It  is hoped to cgnclude the final settlement before the end of the 
year but it may be said that the sum left behind in India by S.L.P. 
will be more than adequate to meet the sum payable by S.L.P. 

It will be clear from the above that S.L.P. Co. did not go into 
tiauid~tiosl-they merely withdrew from the partnership with effect 
from* 31-3-52. 

S. JAGANNATHAN, 
Joint Secretary. 

A NNEXURE 
Scheme for the Production and Supplv of Coal. Departmental work- 
ing of open cast mining of coal-Directorate of Open Cut Coal 

Mining. 
The irnnact of the last war Droduced a serious effect on cod pro- 

duction. There was a steep drop in output effecting industrial pro- 
duction and even the entire economy of the country. Early in 1943 
it became evident that rapid improvement in coal raisings could not 
be secured merely by augmehtinq the labour force or by follo&ing 
orthodox methods of undermound mining. I t  was decided to adopt 
mechanical methods cf open cut mining in India. Initially the cpe- 
rations were started with the assistance of military units with certain 
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equipment loaned by the Engineer-in-Chief. An expert drawn from 
the Army, Brigadier Westrop was appointed as Director, Open Cut 
Coal W n g  an& sent to U.S.A. in May 1944 to purchase e uipment 1 Brigadier Westrop returned to India in October 1944 and t e D i r e  
torate of Open Cut Coal Mining came into behg  with effect from 
1-12-1944. Actually most of the equipment that could be secured 
was sewnd-hand and at various stages of repair. An agreement 
was concluded with an U.S.A. firm Messers. Foley Brothers who 
undertook to help in the procurement, reconditioning, repairs erec- 
tion and working of the plant etc. in return for a payment. The 
hulk of the machinery together with the American technicians to 
erect and train operators arrived in India early in 1945. Brig. 
Westrop remained in charge of the operations upto 30th November 
1945. By September 1945 it was fairly clear that although the coal 
that was being produced was a verv valuable addition to the corn- 
try's resources at a critical time, the cost of production was pro- 
ing unduly high. The contract with the U.S.A. firm was not* there- 
fore renewed. 

With a view to obtaining a clear and comprehensive picture of 
the financial aspect. the condition of equipment and other matter. 
relating to the D.O.C.C.M's operations upto November 1945, a Com- 
mittee consisting of a technical officer of the Coal Commissioner's 
organication. a representative each drawn from Finance and the 
late Department of Industries and Supplies was constituted in Feb- 
rualy 1946 with a fairly wide terms gf reference. The Committee 
submitted its report in April 1946. 

The findings of the Committee revealed an estimated deficit of 
Rs. 265 lakhs on D.O.C.C.M. ouerators during the period upto Nov- 
ember 1945 as under: 
Capital Expenditure 

In America 
I n  India. Rs 93 45 'lths)Rs. lakhs q g  hkhs 

Rwenue Expenditure Rs. 52 lakhs 
Losses vior to 1-2-45 (when the operation 
were under Military personnel) R . 15 lakhs --- 

305 l a b  
Recovery on thc sale of Coal 40 lakhs 

Deficit 265 lakhs 

The followin extracts from the Committee's conclusions which 
are relevant in t 5 e context are reproduced below: - 

"(g) We have now to indicate the extent to which machines 
remained idle and the reasons for the same. We have 
examined the figures of working hours of about one 
half of the heavy excavating machines. These machines . worked only about 40% of.capacity after being erected 
and installed. The electric shovels which represent an- 
other 33% of the total heavy excav~ting capacity, did 

' no work'before November 1945 and even after that 
month they are found to haw given no more than !B% 
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of the service expected of them The chief reasons for 
all this idle time were the oor condition in which the 
mechines were received. la& of proper care at the time 
of erection, lack fo workshop facilities and sometimes 
non-availability of spare parts." 

& * * * 
"Item (i) of the terms of reference is as follows: 

"To report gmerally on the value of the work performed by 
Brig. Westrop durin the emergency in the light of the 
coal situation in 19 4 f  and 1945 and any other matter that 
the Committee may wish to bring to the notice of Gov- 
ernment." 

There is general agreement of opinion that the coal situation in 
1944 and 1945 was such that the coal produced by Brig. Westrop's 
organisation was extremely valuable in spite of the high costs. We 
nhould like to record that although we have commented adversely on 
the seeming lack of co-ordination in Brigadier Westrop's organisa- 
tion. which was partly reswnsible for low output and heavy costs. 
we appreciate the difficulties under which he had to work. One of 
the main difficulties was that military personnel on whom he relied 
at the early stages were continually changed and qualified civil 
personnel were not easy to obtain. During the difficult times of 
the war he was able to procure machinery in America and get them 
to the coalfields and though hy normal standards they are not g ~ o d  
machines, they are still capable of being worked to increase the out- 
put of coal." 

Conclusion of departmental working 
The contract with the U.S.A. firm was terminated at the end of 

November 1945, as the arrangements were not found wholly satis- 
factory. The Govt, of India then called in the assistance of the 
India office in London to secure the help of a really competent 
firm of engineers experienced in open cast mining, The India office 
selected this firm of Messrs. Sir Lindsay Parkinson & Co. Ltd. who 
have great experience in this field." With the coming of Mjs. 
S. L. P. Ltd, the departmental system of open cast Mining can be 
said to have come to an end. 

When this firm arrived certain interim arrangements (from 1-12-45 
to 31-,246) were made with the firm for a brief period (when they 
were paid the costs of their technicians and expert staff and a certain 
bonus on turnover) and from 1st April 1946, an agreement of a lon 
term nature was tben settled. Under the latter Messrs S. L. P. ~ $ 1  
operated on a contract basis, at a rate settled in advance and taking 
the machinery of the Govt. uf India on hire. also at a r a b  settled 
in advance. These arrangements lasted for two years from 1-4-46 
tn 31-248 and they were found satisfactory as far as the operation 
was concerned. The position was reviewed at the end of this 
period. 

Formation of the Indian Mining and Construction Co. 
Under the agreement made for the period 1946-48. the Govern- 

ment of India had the option either to take back their machinery 
which had been hired out to S. L. P. by paying to the latter the ex- 
peaditure i ncwed  by them on major repairs or on the other hand 



all 
to e l l  the plant and spares outright to S.L.P. at the residual value 
of h 1 lakh which was settled m advance. The Government did 
not d e r  it desirable that the equipment whi& was worth more 
than a residual value of Rs. 1 k k h  should be allowed to go out of 
their hands. On the other hand the Government were solely depen- 
dent on the technical skill of the firm. It was,decided by Govern- 
ment therefore that a company should be formed for the work on 
State owned collieries and other Government projects in partner- 
ship with Messrs. S. L. P. LM. This Company called the Indian 
Mining and Construction Co. Ltd., was formed from 1448, with a 
subscribed capital of Rs. 45 lakhs-23 l a b s  contFibuted by Messrs. 
S. L. P. Ltd., and 22 lakhs by the Government of India. The terms 
of the incorporation of the company included a condition according 
to which Messrs. S. L. P. Ltd., were required to train up suitable 
Indians so that they may replace the European personnel by 31-3-53. 



APPENDIX CXXU 

MINISTRY OF PRODUCTION 
Note re: Item 49 of the Statement of Outstanding Recommendations 

of the PuMio Accounts Committee.* I. 

The Public Acounts Committee in their Report for the Appro- 
priation Account for 1949-50 (Item No. 49) desired a note stating the 
latest position in regard to the price of indigenous penicillin as com- 
pared with imported penicillin, to be submitted at the time of 
the consideration by them of the Appropriation Accounts far 195142. 

The Penicillin Factory is still under erection at Pimpri. The 
production of penicillin in the Factory is expected to commence by 
the end of 1954 and full production 12 months thereafter. At pre- 
sent i t  is, therefore, not possible t~ make a comparison of the type 
contemplated by the Committee. 

S. JAGANNATHAN, 
Joint Secretray. 

7th August, 1954. 

*Scs Appendix I (Vol. I. Report). 
' 
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MINISTRY OF WORKS, HOUSING AND SUPPLY 
Note re: Item No. 50 of the Statement of Outstanding Becommentla- 

tions of the Public Accounts Committed-Black-listing of 
Contractors 

In the Central Public Works Department, a contractor is liable 
to be black-listed, for gross misconduct, misbehaviour, negligence or 
delinquency on his part. 

Black-listing will be justified in cases where the recovery of the 
overpayment is not possible out of the security deposit of the con- 
trcator with the department, or his other dues, if any, and the con- 
tractor fails to refund the overpayment when asked to dm so. or 
when the over-payment is the result of any mis-representation on 
the part of the contractor. The Chief Engineer has been instructed 
to be more vigilant in this regard, and to circulate periodically to 
all Ministries a list containing the names and addresses of black- 
listed contractors marked 'Secret'. 

In the organisation of the Director General of Supplies and 
Disposals, overpayments. if any, made are  ordinarily recovered from 
the security deposit, or bills pending with the department. Suitable 
instructions have. however. been issued to that department to black- 
list contractors who intentionally avoid or refuse to refund overpay- 
ments. Circulation of the list of black-listed contractors to all 
Ministries. marked 'Secret', is dreads in vogue in this organisation. 

S. WGANATHAN, 
Joint Secretmy. . 

-.-.-- We 

*Su Appendix,I (Vol. I. Report). 
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. APPENDIX CXXIV 
MINISTRY OF WORKS, HOUSING AND SUPPLY 

Note re: Item No. 52 of the Statement of Outstanding Recommenda- 
tions of the Puhlic Accounts Committee* Para. 24(b) of the 

Audit Report (Civil) 
It has been intimated by the then Financial Adviser that the 

matter is now more than six years old and that it is not possible 
Eor him to remember all the details. He has, however, said that it is 
quite likely that for the purpose of ascertaining the exact condition 
of the stores. he mav have visited the shop along with the then 
Director Gcneral and discussed the matter in the presence of the 
Officer-in-Charge of the Retail Shop. He has added that such dis- 
cussions would not, however, amount to sanction and do not commit 
the Finance Ministrv to the fixation of prices. He has further ob- 
served that prices of Disposal stores were ordinarily fixed on refer- 
ences received in writing from the Director General either bv him 
or  by the Assistant Financial Adviser or Deputy Psis tant  Financial 
Adviser. The Financial Adviser is of the opinion that it is only 
such concurrence t,hat can be regarded as an authorisation from the 
Finance Ministry. r 

M. K. VELLODI, 
Secretary. 

- --- A_.__ _-._.-__ 
*Su Appendix I (Vol. 1.Keport). 



* 
APPENDIX CXXV 

, MINISTRY OF TRANSPORT-TRANSPORT WING 

New Delhi, the 9th Octobe~,  1954 
Note for the Public Accounts Committee with reference to their 

remarks in paragraph 19 of their Eighth Report 1953-54-(Item 
No. 124C of the Statement of Outstanding Recommendation*) 

I n  item 124-C of the printed Statement showing action taken or 
proposed to be taken on the recommendations of the  Public Accounts 
Committee, received with the Lok Sabha Secretariat Officq Memo- 
randum No. 46(13)-F.C/54, dated the 11th September, 1954, the 
Public Accounts Committee have recommended as follows:- 

"In order to ensure that sanctions to the write-off of losses of 
stores, cash etc. are accorded a .  appropriate levels and 
also to safeguard the interest of the Public Exchequer, 
a definite procedure should be laid down specifying 
limits up to which the ,officers a t  various levels in the 
Minis ry of Finance and the administrative Ministry 
shall be competent to write-off losses within the overall 
limit fixed for the purpose. Approval of Cabinet mag 
be prescribed for .he  write-off of losses beyond a cer- 
tain limit say Rs. 5 lakhs." 

2. An office order fixing the ceiling amount up to which various 
officers in the Ministry of Transport nmv sanction the write-off of 
losses has already been issued. A copy of office order No. 1-G (8)/54, ' 
dated 25th June 1951 is enclosed. ( S e e  Annexure). 

N. M. AYYAR, 
Sec$a~y 

-.-- - .  1 . . . . . - . - 
*See Appendix I (Vol. I .  Rcporr). . 315 
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OFFICE ORDER NO. 1-G (8) 154 DATED THE 25~11 
JUNE, 1954. 

regarding sanctions to write-off of losses . 
The question of fixing limits upto which the officers at  various 

levels in this Ministgr should finally deal with cases of write-off of 
losses has been considered and i t  has been decided that 

(i) Cases of write-off losses upto Rs. 500 may be finally dis- 
posed of at  the lev4  of Under Secretary. 

(ii) Cases where the amount of the loss to be written off is 
between Rs. 500 to Rs. 2,000 may be disposed of finally 
by the Deputy Secretary. 

(iiij Cases where the amount of write-off is between Rs. 2,000 
to Rs. 10,000 may similarly be disposed of finally by the 
Joint Secretary/Secretary as the case may be. 

The sanction to write-off losses indicated in (i), (ii) and 
(iii) above is subject to the condition that if there is some peculiar 
feature of the case, the papers should be submitted to the next higher 
officer for orders. 

(iv) All cases involving losses exceeding Rs. 10,000 shall be 
submitted to the Deputy Minister or the Minister for 
final orders. 



APPENDIX CXXVI 
MINISTRY OF WORKS, HOUSING AND SUPPLY 

Note re: Item No. 54 of the Statement of Outstanding Recommenda- 
tions of"the P.A.C.* Para. 24 (a) of the Audit Report (Civil), 1951 

* 
The para. mentions the payments made for the work of con- 

struction of addition new quarters for P. & T. Workshop at Jubul- 
pore. The work was awarded to Shri Chandu La1 Nagar Das Shah 
on 15th March 1944 and it was stipulated to be completed by 15th 
June 1944 i.e. within a period of 3 months. In view of the urgency 
of the work the contractor was permitted to mark the buildings, 
excavate foundations ~ n d  collect all the materials, so that at  short 
notice he could proceed on with the work. Site for a part of the 
work, viz. the Dormitory area and Northern Half of Duftry #type 
quarters, was handed over to the contractor on 15th March 1944, but 
site for Mistries quarters and Southern Half of Duftries quarters 
could not be acquired by the Department till a later date, and was 
handed over to the contractor on 27th May 1944. Consequently, the 
contractor had to do the work in the difficult monsoon conditions, 
directly as a result of late handing over of land by the Department. 
This involved extra expenditure to him for no fault of his. He 
therefore put forward, inter alia, a c l a h  of Rs. 2,79,343-10-0 for 
the following reasons:- 

(1) On account of monsoon season most of the labour was 
drawn away for agricultural purposes and he had to 
pay 50 per cent. higher wages. 

(2) The work had to be carried out in a plot of land of 40 
acres of black cotton soil which in monsoon become 
totally unfit for wheeled traffic. Also there was no 
road on which transport trucks could be employed and 
as such he had to employ head-lead labour which was 
not only more expensive but wasteful and inefficien) 
also. 

(3) The roads beyond the site of work were rendered muddy 
and he had to pay more for conveying materials from 
kilns, railway stations etc. 

(4) There was Quge wastage of materials like sand, lime and 
murum etc., which were washed away in rains. 

(5) Due to rains, it was not possible for labourers to work 
during all the time in working hours whereas the con- 
tractor had to pay wages for the whole day. 8 

The Contractor's representation for settlement of his claims was 
received by the then Minister and the C.E. was asked to pass final 

- - 
See Appendix I (Vol. I. Repon). 
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orders on the contractor's claims. Shri Vepa Krishna , ""Y; Superintending, Engineer, was specially detained to visit the wor , 
make investi ations on the spot and submit a det .iled report on the 
contractors c k aims. The S. E. studied the full fa  ! *ts of the case and 
reported that the scope of the claim should exclude the work done 
on that portion of ' the scheme for which site was handed over in 
time. His recommendations were therefore restricted to the work 
on 'Mistries quarters and Southern Half of Duftries quartprs'. The 
work was completed on 10-2-45. There was a delay of 1) mon th  
in handing ovep the site. Tsking into consideration the additional 
amount of work awarded for execution to the contractor and the loss 
of efficiency during monsoon, and other relevant factors the S. E. 
fixed 15th Nov. as the date by which the contractor could complete 
a quantity of work equal to that in the original contract. The com- 
pensation recommended by the S. E. therefore, related to the work 
done during the period from 15-6-44 to 15-11-44. The following 
culated was Rs. 43,174, 

(a) Items 1 & 5.-There had been increased cost of labour not 
merely due to the monsoon conditions, but also because of the fact 
that there had been general rise in the market from 40 to 50 per 
cent. between 15th February 1944 to 15th December 1944, as seen 
from the local schedule of rates. Also the out-turn of labour dur- 
ing monsoons of the type reported to have occurred at Jubbulpore 
in 1944, could be taken as 50 per cent. of normal out-turn. Calcula- 
ting price levels at different intervals. a compensation of 221 per 
cent. over the original coqtract quantities for work on the land 
handed over late. was payable to the contractor. Amount so cal- 
culated was Rs. 43.174. 

(b) Items 2 & 3.-Under normal conditions the contractor would 
have collected some of the materials near the site of the work which 
would have involved a head-load lead of 50 ft. or 100 ft. in a few 
cases. Due to delay in handing over the site the work had to be 
executed in rainy season, when the ground became slushy and the 
materials had to be collected at high places. This caused the con- 
tractor t.o execute the work with a head-load of 250 ft. during the 
whole of the monsoon season upto the end of October 1944. Cal- 
culating rates for additional lead from the schedule of rates for the 
period involved, enhanced rates were allowed involving a payment 
oft%. 2,511. 

(c) Item 4.-During heavy monsoon conditions there would be 
undue wastage of materials like lime, murum and sand and 10 per 
cent. was a reasonable figure of loss for the entire quantity required 
for use in monsoon season on the Southern Half of the Duftry type 
quarters etc. Loss so sustained was payable to the contrzctors. 
This was calculated to be Rs. 6,016. 

The amount recommended by the S .  E. was Rs. 51,701. The 
C. E. accepted the S. E's recommendations and passed orders for 
payment of the amount due on this account. As revorted in the 

' audit para, the amounts paid were- - 
(i) increased cost of labour. (Rs. 44,323) 1 
(ii) increase in head-load lead (Fk. 1.381) 1 5 1 ~ 3 ~ .  
(iii) wastage of materials during 

monsoon. (Rs. 5,619). J 



 hi! audit's contention is that the payment made appears to be 
of the nature of x-gratia payment, requiring Government smction, 
because it is out H 'de the scope of the contract agreement with the 
contractor. The C.P.W. Department argues that the contractor was 
subiect to financial losses directly by a breach of .the contract on the 
part of the Government in handing over land 13 months late, and he 
cannot be expected to bear-the loss as a business enterprise. As 
such he was entitled to a reasonable compensation as a matter of 
right, and not as a matter of grace (ex-gratia). , Under the last 
clause of para. 89(c) of the C.P.W.D. Code, which runs: 

'The terms of a contract once entered into should not be mate- 
riallv varied without the previous consent of the officer 
competent to enter into the contract so varied'. 

the C.E. was competent, to vary the terms of the contract. As the 
compensation was considered rightfully due to the contractor, the 
Chief Engineer in exercise of these powers authorised in 1947 the 
payment in question. The Government sanction was not nec&ary 
in this case. 

Subsequently in another case it was felt that the C. E. under 
para. 89(c) of the Central P. W. D. Code exercised unlimited powers 
of making variations in the contract agreement. In order to restrict 
the scope of the para, it was decided in 1950 that no payment which 
was not contemplated in the contract agreement, should be made by 
the C.P.W.D. authorities under para. 88(c) unless some additional 
benefit accrues to Government and even in that case, with the prior 
approval of Government. The para was accordingly amended, by 
adding the following sub-para. to it. 

"No payments to contractors by way of compensation or other- 
wise. outside the strict terms of the contract or in excess 
of the contract rates may be authoriged without the 
previous approval of the Finance Ministry". 

Since the payment was made at the time the C. E. was fully com- 
petent to vary the terms of the contract and before the decision pre- 
ferred to abo\re was taken, the payment made cannot be considere$ 
as irregular and needs no Government sanction. This view has a!so 
been accepted by the blinistrv of Finance. 

M. K. VELLODI, 
Secretaqj. 



, APPENDIX CXXVII 

MINISTRY OF WORKS, HOUSING AND SUPPLY 
,- 

Note re: Item Nn. 55 of the Statement of Qutstanding Recommenda- 
tions of the' Public Accounts Committee8-Imported Paper 

stocked by the late Ministry of Industry & Supply 

When only 30 per cent. of Indian Mill Production was released for 
non-Government Civil Consumption, Government placed indents for 
an aggregate quantity of 19,488 tons of different vzrieties of paper 
on I.S.M., Washington, in order that correspondingly larger quantities 
of indigenous paDer might be released for civil consumption. These 
supplies were obtained partly on cash basis from Canada but largely 
on LjL basis from U.S.A. Supplies against these indents commenced 
from November, 1944. The Directorate General, Supplies & Disposals 
assumed responsibility for storage and distribution of paper in con- 
sultation with the Controller of Printing and Stationery, with effect 
from 1st April. 1945 The total stock received by the Directorate 
General during the period ending 31st March, 1946 amounted to 
13,000 tons. This entire stock was stored in Government godowns 
at Calcutta and Bombay. , 4 

2. The bulk of the supplies were made to various Departments of 
the Government of India, Provincial Governments and also to Indian 
States. 

3. Accurding to the departmental books the entire stocks of paper 
stored in Governpent Godowns at Calcutta and Bombay have been 
dis~osed of. But according to the Accounts Office books a quantity 
of 110 tons and 5 lbs. paper is outstanding. This discrepancy is being 
reconciled. It was expectea that the transactions relating to these 
stocks would be completed by the end of the financial year 1945-46 
byt owing to time lak between the supplies and the raising of debits, 
due to transport bottle-neck etc., it was not found possible to 
finalise the transactions within the time anticipated. No further 
stocks of paper were imported after 1945-46 under this Scheme. 

4. The total landed cost of paper imported during 1945-46 was 
Rs. 1,31,58.333. To this an amount of Rs. 26,31,667 was added as 
departmental charges @ 20 per cent. of the landed cost to arrive 
at the estimated expenditure on the Scheme, viz., Rs. 1,57,60,000. 
The percentage of departmental and incidental charges in the built 
up price was fixed at a comparatively higher figure to cover expendi- 
ture on (i) cutting the reels to the required size in reams. (ii) pack- 

' ing into bales for delivery to outstation indentors and (iii) sorting 
out a certain quantity of pager received in damaged condition and 
in broken boxes. 

-. - 
*See Appendix I (Vol. I. Report). 
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3. The amount recovtred so far is Rs. 1,40,24,873. ,This includes 

the usual departme~tal charges on the landed cost of paper and also 
the issue price of '(3 tons of paper found in excess. In addition, a 
sum of Rs. 75,127 has still to be recovered from two Government 
Departments, namely, Bombay Governmen1 and Ueputy Controller, 
Stationery, Calcutta. Thus the total recovery under the Scheme 
of Imported Paper would amount to Rs. 1,41,00,000 as against the 
landed cost of Rs. 1,31,58,333. 

6. As regards the procedure adopted in accounting the stocks of 
paper received, it may be mentioned that the stocks were taken on 
charge on the basis of the nominal marked weight on the packages, 
while issues were made on actual physical weighment. Hence dis- 
crepancies were observed against certain stock items, resulting in 
an excess of 73 tons. 

7. Briefly stated, the position with regard to the two specific 

6 oints raised by the Public Accounts Committee relating to >his 
+ cheme, is as follows:-- 

(i) The recovery of Rs. 25,940 representing the total cost of 
supplied to the Deputy Con- 

nery, Calcuttdfhas since bd& 
by the Deputy Accountant 
Iy), New Delhi. 

(;i) The difference between the grpund balances and book 
balances has not so far been reconciled and settled. 

M. R. SACHDEY, 
Secreta~y. 

Dated the 9th February, 1955. 



APPENDIX CXXVIII 

MINISTRY OF EXTERNAL AFFAIRS 

Notes on ltem 56 of the Statement of Outstanding Recommendations 
of the Public Accounts Committee* 

The investigation was pursued jointly by the Ministry of Exter- 
nal Affairs and the D. G. P & T. with the Embassy of India, Berne 
who supervised the despatch of stamps to London, and the Hi h P; Commissioner for India, London, as it was pointed out that t e 
losses might have occurred at the source of supply, viz. Switzerland. 
The former officers of the High Commission of India, London, and 
of +he Legation of India, Berne were consulted for a proper apprai- 
sal of the case, but no fruitful results could be obtained. The 
results of investigation conducted by the Embassy of India, Berne, 
placed the responsibility for explaining the reasons for the loss on 
the High Commission, London. The D. G. P & T. were also 
informed of the finding of the Embassy of India, Berne. 

The results of the investigation carried out by an officer of the 
D. G. P. &. T. who was deputed to London are stated below:- 

(i) The report states that spot investigation was conducted by 
the High Commissioner, London on detecting the loss, 
but the report of the enquiry did not reveal how the 
loss occurred. It, therefore, adverts to the observation 
made by the Audit that the enquiry conducted by the 
High Commissioner did not reveal any direct evidence 
of dishonesty or defalcation on the part of the staff 
concerned with the sale of stamps. It  has been explained 
that the papers show that the High ' Commissioner 
as a result of the enquiry held, had no reason to sus- 
pect the bonafides of the staff. This should, therefore, 
end the matter in so far as fixing responsibility is con- 
cerned. It further states that the permanent official 
concerned has since retired from service with effect 
from 4th March 1953, and the temporary official who 
assisted is no longer in service. 

(ii) I t  has been stated that the practice of selling of stamps 
through the Indian Missions abroad has since been com- 
pletely withdrawn and the question of laying down a 
definite pixedure as contemplated in the recornmen&= 
tion of the Public Accounts Committee does not, t h e m  
fore, arise. 



It'. hay also be stated that a note has already been sent to tht 
Public Accounts Committee detailing the various measures mtro- 
duced to ensure bdequate financial and administrative control in 
regard to receipt and issue of stamps. An extract of the note IS 
also enclosed. I' See Annexure). * 

PREM KISHEN, 
Joint Secretary. 

ANNEXURE 0 

MINISTRY OF EXTERNAL AFFAIRS 

Note re: Item 56 of the Statement of Outstanding Recommendation.. 
of the Public Accounts Committee* on the appropriation 
Accounts (Civil), 194950 and audit report thereon. 

Steps were immediately taken by the High Commissioner to en- 
sure adequate financial and administrative control. These* are 
briefly stated below:- 

( a )  Consignment of stamps received from India from time to 
time, placed in the strong room in India House, and 
very s m d l  quantity kept outside the strong room for 
immediate requirements. Even this small stock was 
f u ~ t h e r  ~rotected by fixing a new lock to the ante room, 
the  keys being kept in ths Bossession of a senior official. 

(h )  Thc stamps kept outside the strong room stored in a steel 
cab'net the key of the Cabinet being held by anotner 
senior official. 

(c! Various o t ! w  checks have been provided to ensure against 
loss to tiovernmmt. e 

- - - .---- 

*See Appendix I (Vol. I. Report.) 
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APPENDIX CXXIX 
MINISTRY OF EXTERNAL AFFAIRS 

Note re: ltem No. 57 of the Statement of Outstanding Reeommm~ 
dations of the Public Accounts Committee* 

The Public Accounts Committee at its meeting held on the 17th 
July, 1951 discussed paragraph 25(b\, :>f the Audit Report for 1950 
dealing with an amount of 2.400 paid to a firm for alleged breach of 
contract for supply of 4,275 cases of whisky, entered into with the 
firm by the High Commissioner for India. The statement made in 
this paragraph that "althougl; the High Commissioner, before the 
contract was signed, had received a communication that whisky 
might be obtained from the normal sources of supply" was chal- 
lenged by the High Commissioner as contrary to facts in his tele- 
grams to the External M a i m  Ministry, who placed this matter 
before the Public Accounts Committee. The External Affairs Min- 
istry pleaded difficulty in defending the case as the draft audit 
paragraph had not been seen by them, the practice being to show 
the drafts to the High Commissioner in the U.K. In view of the 
High Commissioner's attitude, t h ~  Public Accounts Committee ac- 
cepted the advice of the Comptroller and Auditor General that, the 
facts should be further exahired by an ofEicer of the Comptroller 
and Auditor-General and the Secretary of the External Affairs 
Ministry and a further report submitted to the Public Accounts 
Committee. 

The Ministry ofPExternal M a i m  obtained the papers from the 
High Commissioner for India and these were examined by offlcers 
of the Ministry and of the office of ;he Comptroller and Auditor- 
General. They cam to the conclusion that the High Commissioner 
had, as stated in the Audit Report, received a communication that 
whisky might be obtained from the normal sources of supply; but 
that up to the date cn which the contract was signed them was no 
fhm offer from the normal sources. 

PREM KRISHEN, 
Joint Secretary. 

---- ---- - - - -- - -  - .  - -- 
*See Appendix I (Vol. I. Report). 



APPENDIX CXXX . 
Note on the scheme for the long-term maintenance of refugee or- 

phans from Burma, Malaya, etc., in India-Item No. 58 of the 
Statement of Outstanding Recommendations of the Public 
Accounts Committee* a 

A scheme for the long-term maintenance, education and care of 
refugee orphans from Burma, Malaya, etc., was formulated by the 
Government of India in January, 1945. For the purposes of the 
scheme a refugee orphan was described as 'a minor child of British 
[ndian parentage who was evacuated from Burma, Malaya, or any 
other British territory now in enemy occupation and has either lost 
both parents or has been temporarily separated from them due t o  
the War.' Refugee children who had one parent alive and in 
contact with them were also admitted to the benefits of the scheme 
in whole or in part temporarily or till attaining the age of 18. The 
scheme has been, and still is. administered through the agency of 
the State Governments who are responsible for the welfare of +he 
refugee orphans under their care. The expenditure incurred in this 
respect is shared by the State Governments concerned and the Cer,- 
tre 9n a 50:50 basis. The number of refugee orphans being main- 
tained by the various State Governmehts as on 1st April, 1953 and 
1st April, 1954 is given below :- 

1st  April, 1953 1st Apri l ,  1954 
Madras 
Andhra 
Uttar Pradesh 
Punjab 
West Btngal 
Orissa 
Mysore 

- - 
Total 235 194 

The reduction in ihe number of refugee orphans is attributable to 
such factors as attaining majority, marriage 4 provision of 
Rs. 34.6001- was made in the budget estimad 4L the Ministry of 
External Affairs for the maintenance of refugee orphans during 
the financial year 1953-54 and of Rs. 47,0001- during 1954-55. In-, 
formation regarding the actual expenditure incurred by the State 
Governments during 1953-54 has not so far been received, but the 



figures of the budget allotment and the amount spent on iefugee 
orphans during the year 1952-53 are given below :- 

Budget provision . I  Rs. 35,800 
Amount reappropriated . Rs. (-) 1,500 
Final Grant . Rs. 34,300 
Actuals . Rs. 32,295 
Saving . Rs. 2 , ~ s  

(due to non-rayment of contribution 
pending settlement of details.) 

2. This Ministry does not maintain any separate staff either at 
the Centre or in the States for the purpose of operating the long- 
term scheme for maintenance of refugee orphans. The work is done 
in the States by their own staff and at the Centm it is handled by 
the Consular Division of this Ministry. The amount of work re- 
lating to refugee orphans is very small and of a routine nature. In 
these circumstances, and since no extra expenditure is involved in 
the present arrangements. it is not considered worthwhile or ne- 
cessary to transfer this work to the Ministry of Rehabilitation. That 
Ministry concurs in this view, and has pointed out. that it is con- 
cerned with displaced persons from Pakistan only. 

PREM KRISHEN, 
Joint Secretary 



APPENDIX CXXXI 

MINISTRY OF EXTERNAL AFFAIR9 

Note on sub para ? of paragraph 16 of the seventh Re ort of the Publie 
Accounts CommirCtdhapter 111-regarding Lamcis1 powan 
of the High Commissioner for India in U.K. and the control of 
the Financial Adviser at London-(Item No. 60 of the State- 
ment of Outstanding Recommendations*). 

I 

As a result of the recommendations of the Public Accounts Com- 
mittee, the question of bringing the financial pow8x-s of the High 
Commissioner into line with those enjoyed by other Heads of the 
Missions was considered de novo. The High Commissioner suggest- 
ed the continuance of the existing powers with slight modifications 
relating to expenditure on contingencies. This suggestion has been 
accepted by the Government of India. But in respect of other 
general powers relating to grant of advances, recruitment of staff, 
remittances, purchase of stores, etc., the modified powers recom- 
mended by the High Commissioner were accepted in respect ?f 26 
items out of the 39 items in question and in respect of the remamhg 
13 items the Government of India have either totally rejected the 
proposal of the HigK Commissioner or called for his further corn- 
m n t s .  The reply recently received from him is under examina- 
tion, and necessary action to curtail his financial powers as far as 
practicable is being taken. 

2. As regards the question of independent position of the Finan- 
cial Adviser to the High Commissioner in London. it is considered 
that i t  is not practicable for the Financial Adviser to function a t  a 
far off place as an independent officer outside the administrative 
control of the High Commissioner with a direct administrative tie- 
up with a Ministry in India For securing adequate financial con- 
trol, the High Commissioner has been provided with a competent 
officer to give him financial advice and this oflcer, is provided by 
the Finance Ministry from time to time. Government have also 
decided to demarcate clearly the kinds of cases in which the High 
Commissioner must take the advice of the Financial Adviser and it 
is considered that the following items should be included in that 
category :- 

s 
(a) All matters pertaining to the placing of contracts etc.. 

by the India Stores Department, London ; 
(b) All cases in which sanction of the Government of India 

is necessary under the reduced financial powers of the 
High Commissioner ; 

(c) All proposais of contingent expenditure exceeding 
Rs. 5.000/- non-recurring and Rs. 1.000/- per annum 
recurring; -__ ---- _ -- - -  __ - - - - - 

'Sac Append~x I CVnl. I .  Report'. 



(d) All cases of rant of 'advances' other than those in,respect 
of ,which t % e High Commissioner has been or is being 
delegated amended financial powers. , 

In respect of cases referred by the High  omm missioner to the 
Government of Icdia for sanction, it has already been nescribed 
that such cases should be accompanied by the advice of t % e Finan- 
cia1 Adviser thereon also and as a rule the Financial Adviser's opi- 
nion on such proposals is always looked for before a decision is 
taken in the caSe by Government. It is also proposed to provide in 
respect of the categories of cases mentioned above that in cases of 
disagreement between the High Commissioner and the Financial 
Adviser, further action should be suspended by the former till the 
orders of the Government are obtained, except in emerwncies, 
where it should be obligatory on the part of the High Commissioner 
to report such cases with full facts, together with the wews of the 
Financial Adviser, to the Government of India immediately. 

It is hoped that the Public Accounts Committee would find the 
abet-e arrangemen: satisfxtory . 

PREM KRISHEN, 
Joint Secretary. 



APPENDIX CXXXn 
GOVERNMENT OF I N D I ~  

MINISTRY OF TRANSPORT 
(TRANSPORT WING) 

NO. 2-G(16)/52. * 
Dated New Delhi, the 19th December, 1953 
Memorandum with reference to para. 27 of the Audit Report on the 

Appropriation Accounts (Civil) of 1948-49-(Item No. 63 of the 
Statement of Outstanding Recommendations*). 

During the course of inspection of the Accounts of this Ministry 
in 1949, Audit discovered certain irregularities involing misappro- 
priation, overdrawal and overpayments of Government funds dur- 
ing the years 1946-1947. Certain amounts had been overdrawn m 
Establishment bills and charged off in the cash book as disbursed 
against acquittances of doubtful validity, and in certain other c-, 
the acquittances were for amounts less than those drawn. These 
irregularities were attributed by Audit to the defective system of 
control and negligence of officers in charge to enforce the financial 
rules and procedure. * 

2. When the above irregularitie's came to the notice of this Min- 
istry, action was taken immediately to suspend three persons-+ 
Superintendent, an assistant and a clerk who was acting as Cashier 
during the period in question, and a small departmental commit- 
t w  was appointed to undertake further investigation. This Com- 
mittee came across certain fresh instances of irregularities which had 
not been discove~ied by Audit. Charges were framed against the three 
persons and they were dealt with in accordance with the rules. Tm 
departmental action resulted in the removal from office of the assis- 
tant and the demotion and withholding of increments and subse-' 
quently the termination of service of the clerk. The Superintendent 
was placed under suspension from 20th March, 1949 to 12th rJovem- 
ber, 1950. After.a departmental enquiry he was found gui l twf gross 
negligence. He was, however, reinstated from 13th November, 1950 
and compulsorily retired from 7th December 1950. He represented 
for full pay and allowances for the period of suspension but the Min- 
istry turned down his request. He then a p p d e d  to the Union Public 
Service Commission who also found him guilty of gross negligence 
but in view of the mitigating factors and his past records, advised 
that he should be allowed full pay and allowances for the entin 
period of his suspension of one vear seven months and 24 days as well 
as a refund of the amount of Rs. 100 recovered from him. 

When Government sanctioned him full pay and allowances fop the 
period of suspension Audit held that as he was not honourably ac- 
quitted there should be a reduction in his pay and allowances for - - - -- - . - . .- - - -- -- ---- T --- - 

*Sea Appendix I (1'01. I. Report). 
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the suspension period as required under the rules. He was acca..-d- 
fngly paid 80 per eent. of his pay and allowances provisionally but 
Government subsequently allowed him full pay and a!lowances after 
taking the advice of the Ministries of Law, Finance and Home Affairs. 
The sum of Rs. loo/- recovered from him was also refunded in com- 
pliance with the advice of the Union Public Service Commission. 

3. The Secretary, Ministry of Transport, went personally in@ the 
question of the responsibility of the drawing officers in connection 
with these irregularities. He came to the definite conclusion that 
these irregularities were rendered possible not due to any defect in 
the rules or orders but to defective control which had been 
in vogue for sometime and that the officers-in-charge (Under Secre- 
taries) could not be held to have been responsible for neglect in the 
enforcement of the financial rules and procedune. 

The Under Secretary in charge of Establishment has been laced 
in charge of the cash book as suggested in para. 113 of the %ublic 
Accounts Committee's Report for 1951-52. 

N. M. AYYAR, 
Secretary. 



APPENDIX CXXXIII . 
MINISTRY OF TRANSPORT 

Note rg: Item No. 64 of the Statement of Outstanding Reccdnenda- 
tions of the Public Accounts Committee* 

0 

Refsence item No. 64 of the statement showing action taken or 
proposed to be taken on the recommendations of the Public Accounts 
Committee received with Parliament Secretariat Office Memo. 
No. 46 (6)-FC/53, dated the 24th June, 1953. 

2. On this item the Parliament Secretariat has been kept informed , 
uf the developments and the last report on the subject was sent to 
them vide Ministry of Transport Office Memorandum No. 2-G(16)/ 
52, dated the 20th August, 1952. It will be seen from this, Office 
IVIemoran.ium that only a sum of Rs. 1.81 lakhs was then under dis- 
p ~ t c .  Oi' this sum, Rs. 76,000 was accepted as erroneous1 Y over-claimed. As regards the balance, the Government of India s 
right to the amount was dependent on the interpretation of the U.K 
terms of hire for rquisitioned ships and of certain correspondence 
with the Government regarding periods of inefficiency. With re- 
gard to these claims, the arguments were pursued with the U.K. 
Gwernmcnt upto a point, but given ~y, when it was found that that 
course would be more advantageous than continuing the controversy. 
In this matter, the Ministry were alsp guided by the advice of the 
Indian High Commissioner in London and also of the Finance M i .  
try who favoured a lump sum settlement without further delay. The 
point that so much interest on the money was being lost to the Gov- 
ernment of India by delaying a final settlement was also given due 
consideration. The claim in respect of the amount of Rs. 1-81 lakhs 
was, therefore, given up and the amount of Rs. 594.57 lakhs was ac- 
cepted in final settlement of the claim against the Government of 
U.K. The payment for this amount has been received in full and 
credited to the Reserve Bank of India. 8 

N. M. AYYAR,' 
Secretary. 

*See Appen lis I (Vol. I. Report'. 



APPENDIX CXXXIV , 
Note re: Item No. 66 of the Statement of Outstanding Recommende- 

tions of the Public Accounts Committee* 
I 

SUBJECT:-The National Highway Bill. 

Reference sub-para 1 of para 25 'Maintenance of National High- 
ways' of the seventh report of the Public Accounts Committee on the 
Appropriation Accounts (Civil) for 1949-50. 

2. The Committee's direction that the Transport Ministry should 
ascertain the views of the State Governments and take early action 
towards the enactment of legislation as envisaged in entry 23 in List 
I of the Seventh Schedule to the Constitution has been noted. 

3. Legal advice on the proposed National Highway Bill indicated 
that before any National Highway was declared as such under law, 
an agreement should be arrived at with the state concerned in the 
matter. This followed the practice obtaining in the U.S.A., Austra- 
lia. and elsewhere on similar legislation. 

4. An outline of a draft bill with its accompanying agreement 
was accordingly prepared in 1951 and considered by the then Minis- 
ter of State for Transport eagly in 1952. It was also placed before 
the now Minister and Deputy Minister for Transport after the elec- 
tions but, in the meantime, it was decided to proceed with dis- 
cussions on two other bills, viz., the Motor Vehicles (Principles of) 
Tasation Bill and the Central-Aid Road Bill, which were placed 
before the Transpxt Advisory Council in April 1951. These bills 
contained some of the agreement conditions, acceptance of some of 
which, in the opinion of the Transport Ministry, would be necessary 
pre-requisites to the introduction of the National Highway Bill. 

'5. The Transport Advisory Council appointed its Standing Tech- 
nicd Committee to examine certain controversial provisions of the 
two bills mentioned in the preceding paragraph. Owing to t k  
elections and subsequent pressure of other business, the Technical 
Committee was not formally charged with its task till the 25th 
August 1952. The Committee had discussions with most of the 
States and submitted a report in December 1952, which was mainly 
a compromise between the views expressed by the State Govern- 
ments. 

6. The report of the Technical Committee, which was placed 
,before the Transport Advisory Council at  its meeting in January 
1953, evoked a lot of controversy. A further examination of the 
policy issues involved was, therefore, entrusted to a Policy Com- 
mittee of the Council consisting of Ministers from 18 States. 

-- - 
*St% Appendix I (Vol; I. Report). 
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7. The Polic Committee met at Bombay on the 4th and 5th 

May 1953 and d er  considerable discussion arrived a t  a set of general- 
ly agreed conclbsions. The recommendations of the Policy Com- 
mittee will be placed befow the next meeting gf the Transport Ad- 
visory Council. Further action in regard to the two bills in ques- 
tion, viz., the Motor Vehicles (Principles of) Taxation Bill and the 
CentrabAid Road Bill, will be taken in the light of the conclusions 
reached at the next meeting of the Transport Advisory Council. 

0 
8. In the meantime, work on National Highways is being Anan- 

ced under the provisions of Article 282 of the Constitution, in ac- 
cordance with an agreement entered into with the States at  the 
Transport Advisory Council meeting in October 1945. The States 
have not pressed for the early enactment of a National Highway 
Law, as they are aware that prior agreement has to be obtained on 
many matters and this agreement is being negotiated as explained 
in paras 4 to 7 above. They are also satisfied with the present ad- 
ministration of National Highways under the terms of t h o  1945 
agreement. 

9. Legislation in other countries with a "federal" constitution has 
~ndicated that for administrative and policy reasons certain broad 
principles must he established by agreement between the Centre 
and the States before the enactment of any law designating certain 
roads as National Highways. This is so because of the underlying 
conteption of national highways as a. manifestation of a common 
road policy for the Centre and the States. 

10. The outline draft of the National Highway Bill referred to in 
para 4 above, with explanatory notes prepared b the Transport 
Ministry, was referred to the Ministry of Law. A i r  views have 
been received and are under examination. After this examination 
is completed, the Government of India will settle the Lines of the 
proposed legislation and ascertain the views of t h e  State Govern- 
ments in the matter before the introduction of the necessary Bill in 
Parliament. Every effort is being made to expedite action in this 
matter at  all stages, but in view of the complicakd issues involved, 
the enactment of legislation is bound to take lime. 

N. M. AYYAR." 
Secretary. 



APPENDIX CXXXV 
C 

MINISTR'Y OF WORKS, HOUSING AND SUPPLY * 
Note re: Item No. 67-A of the Statement of Outstanding &om- 

mendations of the Public Accounts Committee* 

Para 67 of the Seventh Report of the Public Accounts Corn- 
mittee--Scheme regarding bulk procurement of Road Rollers. 

The Public Accounts Committee, in para 67 of their Seventh 
Report on the AcL'ounts (Civil), 1949-50, and unfinished Accounts 
(Civil), 1948-49, desired to have information on the following 
points :- 

(a) what were the reactions of the State Governments to the 
whole Scheme? 

(b) who was responsible for not accepting the debits? 
2. The position in respect of the points referred to above is as 

under C- 
(a) No complaints regarding the quality and performance of the 

Road Rollers supplied under the Scheme to the State Governments 
have been received. It may, therefore, be presumed that they a p  
preciated the scheme. 

(b) The contracts for the Steam and Diesel Road Rollers speck 
fied the Consulting Engineer, (Roads), War Transport Department, 
New Delhi, as the indenting officer for the entire quantity of 1,425 
Road Rollers, as that Department had agreed to accept (contin- 
gent) liability for Rollers not covered by firm indents and had 
accordingly placed an indent for 810 Rollers which was the largest 
m g : e  Indent placed on the Director General, Industry and S u p  
ply, at that time. The head of account to which the payments were 
to be debited was, to be intimated later on to the Accounts 
Officer. He was subsequently informed by the Director General, 
Industry and Supply, that debits for payments were to be raised 
against the Accountant General. Central Rwenues, for adjustment 
under the head "Gran,t No. 88-Capital Outlay". Accordingly, debits 
foy the payments, which started in October, 1946, were passed on by 
thedate Controller of Supply Accounts and Deputy Accountant Gene- 
ral, Industry and Supply, from time to tlme to the Accountant Gene- 
ral. Central Revenues. The Transport Minlstry declintd to acccpt any 
debit on the ground that the liability which they were being asked 
ta accept related to all the Rollers ordered whereas their liability 
was restricted to the Rollers for which there were no firm indents 
from States etc. Accordingly in February, 1949, the Accountant 
General, Central Revenues, started rejecting all the debits raised 
against him including those of the previous years, commencing 
from 1946 and the amounts had therefore to be kept under 'Sus- 
pense'. The Accountant General, Food, Rehabilitation and Supply, 
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subsequently pointed out that the debits to 'Suspense' amounted to 
keeping a very large sum of expenditure outdde the purview of the 
Legislature. On these facts being brought to the notice of the Min- 
istry of Finance, and the Director General, Supplies & Disposals, 
in 1949, attempts were made at a series of inter-departmental meet- 
ings with the assistance of the accounting authorities concerned to 
rectify the position and clear the 'Suspense'. 

In the circ~mstanoes stated above, it is not ppssible to fix the res- 
ponsibility for not accepting the debit on any particular Department. 

The 23rd September, 1954. 

M. R. SACHDEV, 
Secretary. 



APPENDIX CXXXVI 

MINISTRY OF FOOD & AGRICULTURE (AGRICULTURE) 
Note re: Item 70(i) of the Statement of Outstanding Recommenda- 

tions of the Public Accounts Committee* 
In the course of examination of the accounts of 1949-50, the 

Public Accounts Committee desired to be apprised of the principles 
governing the grant of loans for Grow More Food Schemes and 
the pavment thereof. 

2. Grant of loans.-Under the GMF, loans are given to the State 
Governments for the following purposes :- 

(i)-In order to meet the remunerative portion of the expen- 
diture on permanent schemes or works Schemes of food 
production ; 

(ii) for the purchase of capital equipment like machinery, 
tractors, implements, rigs. lorri machinery for com- 
posting of urban refuse sludge "bi sewage, etc. This 
list is illustrative and not exhaustive ; 

(iii) for granting loans to private parties for the purchase bf 
capital equipment and carrying out permanent improve- 
ment works of a private nature ; 

(iv) loans for financing private companies for fisheries develop 
ment provided that the assets of such Corporation are 
adequate, the management is on proper lines and the 
Corporations accept necessary and reasonable conditions 
for marketing of fish. etc. laid down by the State Gov- 
ernments; 

(v) for supply schemes like the distribution of fertilisers, 
manures and seeds. ' 

3. For the purposes of item (i) above, a scheme is tneated as re- 
munerative if the revenues derived as a result bf it will be suffl- 
cient to pay back the cost of the scheme in a period of 20 years. 
Permanent schemes or work schemes consist of minor irrigation 
schemes including irrigation by lift appliances, land improvement 
schemes including land reclamation. Supply schemes consist of 
schemes for the supply and distribution of manurgs and fertilisers 
and improved seeds. 

4. In the case of part 'C' and 'D' States, which are precluded 
from taking loans in the same manner as part 'A' and 'B' States, 
financial assistance is rendered in the shape of "recoverable expen- 
diture" which is for all intents and purposes treated as a loan. 

5. There are short-term, medium-term and long-term loans. 
Short-term loans a re  those which are repayable within the same 
financial year and are generally given for supply schemes like the ----- - -- " - - . m e - -  

*See Appendix I (Vol. I. Report). 
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distribdtion of hrtil'izers and improved seeds. F r o 9  1953-54 it hm 
been arran ed that  such short-term loans should be repayable by 
the  State 8 overnxqents by the 30th June  of the  following financial 
year instead of within the same financial year so that  the  State 
Governments may have time to recover the  advances made by them 
to  cultivgtors after the harvest. Medium-term loans a re  loans re- 
payable within a period of 2-5 years and are generally given in 
respect of schemes for the distribution of capital equipment and 
machinery and for relatively smaller items of p e r ,  anent works of 
4 private rqture. Long-term loans which are repaya % le within 5-15 
years a r e  granted in respect of major schemes involving heavy 
expenditure like irrigation schemes etc. 

5. All loans carry interest. The rate of interest is fixed in the 
light of prevailing market conditions and the period of repayment 
of the loan. Thr p r?wnt  rate varies from 3::; in the case of short- 
term loans to 4!,', in t hc  cose of lonq- t~rm loans repayable within 
15 year;:. 

6. From 1952-53 i t  has been decided that ordinarily any indivi- 
dual schcmes of minor irrigation which is estimated to cost more 
than Rs. 10 lakhs will be treated as a medium or major irrigation 
scheme falling outside the purview of the GMF. This will not, how- 
ever, apply to such sclit~mes which had been sanctioned previously 
under the GMF and ri:?rnain to be completed. 

7. O n  the ~~ecomrnenda!ions of the G M F  Enquiry Committee 
1952. the Government o f  India have decided that financial assistance 
for GMF schcmes should be given as far as possible on the  basis 
of loans or &ecovcr.able expenditure, subsidies being gradually re- 
duced and ultimately abolished. 

R e y , ~ i m e ! ~  r o j  h a  11s ---Krhen loans itre sanctioned the terms of 
repayment thereof including the rate of interest applicable in each 
case and  thc t w r i u d  of' repayment are intimated tb the State Gov- 
ernments roncernrci. While payment of the loan is made by the 
AGCR, New Dclhi, the responsibility for the recovery of the  loan 
in accordance with the terms, is that of the State Accountant- 
General concerned. The Government of India rrre kept informed of 
t h e  progress o f  expenditure and recoveries against these loanS 
through thc return prescribed under the CMF. 

K. R.  DAMLE, 
Secretary. 



APPENDIX CXXXMI 

MINISTRY OF FOOD AND AGRICULTURE 

Note re: Item 7oa(ii) of the Statement of Outstanding Recommenda- 
tions of the Public Accounts Committee* 

In the Report of Public Accounts Committee on the Appropria- 
tion Accounts of 1949-50 the Committee have recommended that the 
Government of India while sanctioning further loans to the States 
should make a correct appraisal of the situation in the light of the 
recommendations made in the report of the Planning Commission 
towards the attainment of self-sufficiency in food. . 

L 

2. From 1951-52 when the Five Year Plan was started, the GMF 
Programme has been assimilated in the Plan and is being irnple- 
mented as a part of the Programme of Agricultural Development 
under the Plan. Accordingly the provision of funds for the GMF is 
made from year to year on the basis of the total amount of Central 
Assistance provided for in the Plan for the Five year period and 
financial assistance to indiyidual States is granted on the bwis of 
the schemes or projects included in the Plan and the net Central 
allotment provided for the schemes. The targets of production 
recommended in the Plan are kept in view while e3amining the 
GMF Programme of the State Governments. To ensure effective 
co-ordination in these matters, the Planning Commission is closely 
associated with this Ministry in the scrutiny and sanction of GMF 
Programmes of ajl States. 

3. Thus, while sanctioning loans or grants to the State Govern- 
ments under the GMF, adequate measures have been taken to ensure 
that the targets of additional production aimed at and the various 
?leans of attainin these targets are in accordance with the recom- % mfndations made y the Planning Commissiqn. 

K. R. DAMLE. 

- - - - 

*See Appendix I (Vol. I. Report) 



MINISTRY OF FOOD AND AGRICULTURE 
9 (AGRICULTURE) 

SUBJECT: ---Consideration of Appropriation Accounts, (Civil), 1949-50. 

Serial Recommendation or Suggestions Action taken or proposed to be taken 
No. of P. A. C. 

The decision arrived at by  got^ on 
the ucstion whether the Ministry 
sho& continue to run the Fcrtj- 
h e r  pool (consisting of indigenous 
production and the impmed ferti- 
h e r )  or whether they should leave 
the whole business to trade should 
be intimated to the Committee. 

The Covt. of India had very nearly decided 
to close down the Fertiliser Pool by the 
end of 1952 but they had to continue it 
during 1953 in order to meet the,extm- 
ordinary situation arising from large stocks 
with States and Sindri Fertiliser Factory. 
T h e  Ministry of production who are 
contmlling the Sindri Fertiliser Factory 
also advocated the continuance of the 
Pool. 

K. R. DAMLE, 
Additional Secretury. 



APPENDIX CXXXIX 
GOVERNM~NT 01 I ~ I A  

MINISTRY OF FOOD AND AGRICULTURE I 

e (AGRICULTURE) 
SUBJECT: -Coltstderntion of App~oprta t io  t~ Accounts (Civil) 1949-50. - -  _ _ _ -__-  __._--- 

I n  rcgarki 11, the h r s ~  f o r  drrn tnp at thc 
ncl rLidicron~l p r o d u c t ~ ~ m  111 s psrtl- 
cular \car duc t i ,  the d ~ w h u t i o n  of  
wpplic\ l ~ k c  f c r t ~ l w r *  manurcs. seeds. 
e t c ,  11 ma\ tw c.tatcd t h ~ ~  rn reckoning 
thc ach~c\cmc.lts o f  t h r  C ~mpa ipn .  rhc 
Admlniutrat~on I <  interr.\rcd In csttmat- 
Ing the nct ndcllr~r~nal production nvcr 
and ahovc that f jr thc prc\ 1o11.i w a r .  
In thc caw of wpplv whcmcs. amount 
d~stnburcd In a y c u  docs not fornl the 
bas15 f o r  computing thc nct addition 
to  'Prtductmn i'otcntinl'. In order to 
atrtve at thc ncr e d d ~ t ~ o n u l  prcduaion, 
the units of wppllcs d~strlbutcd d u r q  
the p r r v l t w  \car arc suhtraneci from 
thaw dlstr~huted during the current - -_ _ 7 - - - - - - -  -- -..- 
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S1. Rilcommendation or suggestions of Action taken or  proposed to be taken 
No. P. A. C. 

a 

year and this d S m n c e  is multiplied 
b the prescribed,yard-sticlts. For instance 
i? r thousand tons of fertilisers were 
distributed during a particular year, My, 
1950-51 as against 800 tons distributed 
during the previous year, say, 1949-50 
and if I ton of fenilisers is n o e y  
expected to give 1 tons of extm-veld, 
the net additional production during 
1950-51 is estimated at (rooo-800) x 2-400 
tons over 1949-50. A statement s h o ~ n g  
the yard-stich utilized by some of the b- 
pottant States is attached. (See Annermre) 
These yard-sticks will provide an idea of 
the actual increase in production of a 
particular area due to the application of 
fenilisers over the normal production of 
the area without any application of the 
fertilisers. 

- - - .  - - - -  --- - - 
K, R. DAMLE, 

Scctetmy 



ANNEX URE 

C h k a l  Fmtilisers quantitks distributed, area benefit&, additional production of 
Fw4raitrc achieved under G.M.F. campaign during 1950-51 and 1951-52. 

Quanuty Area Addl. Quantity Area Addl. 
Name of State d~stn- benefited production distri- benefited production. 

buted (acres) over buted (acres) over 
(tons) previous (tons) prevlous 

year year 

A s s a m .  
Bihar . 
Bombay . 
MPdhya Pradesh 
Madras . 
Orissa 
Punjab . 
U.P. 
West &gal : 
Hydembad 
Madhya  hai it 
M p r e .  . 
P.E.P.S.U. . 
Rajasthan . 
Trav. &&in 
Souroehtra . 
Aimer 
Bhopal 
Bilrtsput . 
Ei2 a 

h c h d l  ~raciesh 
Kutch . 
Uanipur . 
:%& ~ d b h  
A n d P m n n s .  

. . 
13,146 
5,134 
5411 

80,427 
5446 
5,513 

13,097 
9,544 
1,145 

906 
51571 

76 
295 

N.A. . . 
38 . . . . 
1.4 

137 

. . 38 

. . . . 
546 . . 

I ;0;898 
54,993 

105,220 
1,164,828 

75,629 
77,182 

117,873 
I 52,670 
22,900 
13,350 
N.A. 
I ,526 
3.216 

125,000 

f2,527 
8,123. 
4,252 

(-1173 
N.A. 

(-)348, 
169, 

IOpoo, 

NA-Not Available. 

(a) IDcluda figurrr for boaunal. 

' Not#.-In the case of Supply Schema like distribution of chcmiul fertilizas the unaunt 
dirtribUte each y y  does not form the bui, for computiq the net addition te 
"producaon qotenw. In order to arrive at the net sd&tion produdon the 
ufdq of ru + dmnbutcd during the previour year me mbmctcd from t b c  
dntn+tedSP the y r a t  year MQC~~CC is mufiplied by th 
Jwd-mch %% -d figwe, Pt h m  - o~l- (4 .od r b O d  



Ycydrrick,c utili.wd jor estimat additional production due to the distribution d 
Amamrum $hare atad Super Phosphate. 

4 (Additiod Production in Tons per 
@ unit ton applied). 

State 
m 

Ammonium Super phosphate 
Sulp hate 

Bihar . . . . . 2 .0  
Bombay . . . . . . . .  0.88 
Madhya Pradesh . . . . . .  2' 5 
Madras . . . . . . . .  2.0 
Orissa . . .  . . . .  2.0 
U.P. . . . .  . . .  I .  65 
West Bengal . . .  . . . .  1 . 3  
Madhya Bharat . . . .  1.07 
PEPSU . . . . .  1.5 
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APPENDIX CXL 
MINISTRY OF FOOD AND AGRICULTURE 

(AGRICULTURE) 
Note re: Item No. 78 of the Statement of Outshdlng d m m e n d k  

tions of the, Public Accounts Committee.* 
After consideration of the Appropriation Accounts for 1949-50, 

the Public Accounts Committee desired that a detailed note setting 
forth the background of the grant of loans on account of GMF 
Schemes to the States in the light of the recommendations made by 
the previous Committees on public accounts from time to time as 
also those contained in the report of the Planning Commission should 
be submitted to the Committee. 

2 . J n  its earlier reports on the appropriation accounts under 
GMF, the Public Accounts Committee had asked for factual infor- 
mation on the under-mentioned points : 

(a)  P.A.C. Report on the appropriation accounts for 1945-46, 
para. 24. 

"The Ministry of Agriculture should prepare a report in the 
light of the discussion showing whether the rssults 
achieved had been commensurate with the expenditure 
incurred". 

The ieport was furnished to the Committee in January. 1950. A 
supplementary report on the same subject dealing with the progress 
under the GMF Campaign during 1947-48. 1948-49 and 1949-50 was 
submitted to the Committee in June 1951. Since then, as a result 
of demands made in the Parliament and outside, the Central Gov- 
ernment set up Ef special Committee of enquiry early in 1952, with 
Shri V. T. Krishnamachari, Deputy Chairman of the Planning Cem- 
mission, as Chairman and including a number of Members of Parlia- 
ment. One of the important terms of reference of this Committee 
was to examine whether the benefits derived from GMF Campai n 
were commensurate with the scsle of expeqditure involved. ~ % e  
C a m i t t e e  submitted its report in July 1952, copies of which have 
been distributed to the Members of Parliament, State Governments 
etc. The Committee's findings on this point are given in Chapters 
11, IV, V and VI of the report, a copy of which is enclosed. 
(b) Report on the appropriation accounts of 1947-48 (post-partition 

1948-49 and audit reports thereon-page 523). 
( i )  "The Committee wanted to kn,ow what measures the Gov- 

ernment had adopted to satisfy itself administrativel that 
the .resuits claimed have been achieved, what chec ! and 

4 countercheck is conducted by the Government to scrutinise 
the veracity of the data furnished by State Gove~nments". 

- -. . . - . . . -- - - . . - - - - -- - - .  .. . . , . . .--- 

*See Appendix I (Vol. I. Repon). 
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0 (ii) "What measures have the Ministry .adopted to enawr! 

that, all the gee& and manures supplied to State bk. 
for ?he intensification of the Campaign, have been actu- 
ally used for the same purpose for which these were 
given". a 

Notes on both these subjects were submitted to the Committee 
i n  Jyly 1951. The responsibility for formulating and executing 
GMF schemes rests entirely on the State Govts. The Central Govt. 
makes contributions toyards these schemes 'in accordance with 
certain Rules but has no authority or resources to carry out these 
schemes on behalf of the State Govts. But a continuous check over 
the expenditure involved and the progress of the schemes is main- 
tained by the Central Govt. through its organisation at Head- 
quarters by means of periodical progress reports and inspection by 
their Expert Advisers. Defects in the working of the campaign or 
unsatisfactory progress of the schemes are promptly attended to. 
With regard to the actual checking of the results achieved in the 
schemes as reported by the State Govts. the Central Govt. do not 
have the necessary elaborate machinery required for the purpose 
nor is it considered practicable from the Central Govt. to under- 
take this responsibility in all the States. But periodical inspection 
of the schemes and of the results obtained thereunder is under- 
taken by the Advisers at the Centre. In the case of certain types 
of schemes like sinking of surface wells and the quantitative in- 
cpase in food production, the Gov;. of India have made arrange- 
ments for a systematic survey of the progress of works in respect 
of the former and of the increase in yields in respect of the latter, 
by the random sampling method. A detailed reference to this 
is contained in paragraphs 15-26 of Chapter I1 of the Report of the 
GMF Enquiry Committee referred to above. 

As regards measures to ensure that the seeds and manures sup 
plied to State Govts. under the GMF Campaign have been actually , '  

used for the purpose for which they were given, for the reasons 
mentioned in the previous para. the Central Govt. do not have any 
direct means for checking this. This is also a matter which is left 
entirely to the State Govts. It is expected that the Govts. bave 
taken steps to ensure that no misuse of these supplies takes p lpe .  

(c) P.A.C. report on the appropiation accounts for (1948-49). " A  
statement showzng the GMF loans given to each State since 
1947-48 to 1951-52, the amount already repaid and the balance 
outstanding on 31st March 1953 should be submitted to thc 
Committee". * 2 

This information was supplied to the Committee in July and 
October 1952. The figures as on 31st March 1953 are being cob 
lected and will be furnished to the Committee shortly. 

3. Referring to the recommendations of the Planning ~ o m m h  
$ion having a direct bearing on the GMF Campaign, the follow- 
ing information is furnished : - 

, (a) As recommended by the Committee, GMF activity is 
concentrated in areas suitable for intensive develop 

, ment an@ qre linked with the Rural Extension Services 
and the Community Projects: as far as,possible. 
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(b) The P l y i n g  Commission has laid stress on the necesrity 

for ensuring adequate agricultural credit through vari- 
ous means and on the development of coo erative agency 
for distributing such credit. This is bein )i implemented 
as far as pasible. During the current year, for instance, 
a provision of Rs. 8 crores has been made for short term 
loans at present and the question of providing a further 
amount depending upon the requirements is remiving 
attention., It is also the policy of the Govt. of India 
now to lmk up the expansion of the cooperative move- 
ment with the provision of rural credit to the maximum 
extent possible. 

(c) The importance of covering the entire cultivated area 
with improved varieties of crops as quickly as pos- 
sible has been fully taken note of in connection with the 
worlung of the GMF Campaign and adequate funds are 
being provided for the supply of improved seeds to the 

' maximum extent possible. 
(d) The Planning Commission's recommendation with re- 

gard to the survey of the potentialities of expanding 
minor irrigation and of intensifyilig such schemes un- 
der the GMF including the provision for maintenance of 
minor irrigation works, is fully being implemented un- 
der the GMF Plan. 

(e) The Planning ~ o m ~ i s s i o n ' s  recommendation regard& 
the introduction of reclamation by tractors and mecha- 
nised cultivation in thinly settled areas, is being imple- 
mented by setting up Central Mechanised Farms and a 
beginning has already been made by setting up a farm 
in the Jammu district o r  J. & K. State. The possibility 
of settng ,up further farms of this kind with the twin 
object of increasing cultivation and settlement of land- 
less labour, is also being explored. 

(f) The importance of preventing damage to crops by wild 
animals to which attention has been drawn by the Plan- ' ning Commission has already been taken note of under the 
GMF where financial assistance is rendered for the degt 
ruction of such animals wherever the menace exists. 

From 1951-52, the GMF Campaign has been assimilated in to 
the Plan for agricultural development under the Five Year Plan 
and is being worked as such within the provision made for it in 
the Plan. $ 1  

General 
' In the early stages of the GMF Campaign upto 1949-50, finan- 

cial assistance to States was being rendered more in the shape of 
subsidies than loans but since 1949-50, when the usefulness of the 
various activities under the 6MF began to be appreciated, ibym- 
cia1 assistance is being rendered more and more in the shape of 
loans and less in the sFape of subsidies. Until 1951-52 in the case of 
minor irrigation schemes, both private and public, the poaitio~ 
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wa that apart from loans the extent of the remunerative portion 
of !!h e cost of a scheme, namely the gross additional revenue result- 
ing from the scheme over a period of 20 years, the unremunerative 
  or ti on was permissible in the shape of subsidy. The subsidies 
used to be shared on a 50:50 basis in the case of Part 'A' and Part 
'B' States excepting Assam and Orissa in whose case the contri- 
bution by the Centre was two-third. From 1952-53, however, on 
the bqsis of a recommendation made by the GMF Enquiry Com- 
mittee, subsidies have been scaled down to 25 per cent of the net 
cost of a scheme inclusive of the share of bofh the Central and 
the State Govts. The Govt. of India's present policy is to scale 
down the rate of subsidy gradually with the ultimate object of doing 
away with tbis form of assistance altogether by the end of the 
Plan period. From 1953-54 minor irrigation schemes of a public 
nature, namely, those owned and executed by the State Govts. for 
the benefit of the general public, are not eligible for any subsidy 
and are financed in the shape of loans only. This ensures that all 
such works have to be productive and economic and the expendi- 
ture thereon can be met from the additional revenues'derived 
from the works over a period of 15 years. 

K. R. DAMLE, 
Secretary. 



APPENDIX CXLI 
* 

Bxplaror y k o r a n d u m  in connection with the non-surrender 
of the saving of Rs. 13,52,562/- under sub-head D. +Education 
of Demand No. 8-Resettlement and Development, 1949-50- 
Item No. 80 of,the Statement of Outstanding Recommendations.* 

The amount of Rs. 13,52,562/- shown as savings in the Appro- 
.priation Accounts (Civil) 1949-50 under the above head includes 
the sum of Rs. 11,97,313 under "Eastern Higher Technical Institute 
a n d  Board of Governors of the Eastern Higher Technical Insti- 
tute." Out of the total provision of Rs. 12,45,800/- under this item, 
.a sum of Rs. 48,4871- is the only expenditure booked by the 
A.G.C.R. 

2. saving of Rs. 11,97,313 above referred to is explained 
ibelow : - 

(i) The provision of Rs. 1.84,700 made for the staff of the 
Institute was allowed to lapse as no staff was appointed 
during the year. This amount could not be surrendered 
through oversight. 

(ii) A sum of Rs. 5 layls was reappropriated by the Minis- 
try of Finance on 31-3-50, but actually this sum was not 
required as the Ministry of Education had already r e a p  
propriated a sum of 2.5 lakhs on 31-3-1950 from the funds 
of the Ministry. Unfortunately, intimation, to the effect 
that an additional sum of Rs. 5 lakhs was no longer re- 
quired could not be. sent to the Ministry of Finance by 
this Min,istry and therefore the additional amount of 
Rs. 5 lakhs so provided proved a saving. 

.(iii) The balance of Rs. 5,12.613 could not be utilized during 
the financial year because the equipment, order for 
which had been placed, was received late. It was all the 

, time expected that the indents placed on the Director . General, Supply and Disposals woald mature within 
the financial year and payment effected during 1949-50 
and therefore the amount could not be surrendered. 

3. The rest of the saving of Rs. 1,55,249/- was mainly under the 
Development Schemes of Delhi and was due to delay in completion 
.of coda1 formalities prior to expenditure sanctioq vacancies and 
economy cut under Basic Education Scheme of Delhi State. It  
is regretted that this amount could not be surrendered in time. 

4. This memo. has been seen and approved by the A.G.C.R. 
* K. G. SAIYIDAIN, 

NEW DELHI; Joint Secretarly. 
The 15th May 1953. - - .- - 

* S e e  Appendix I (Volume I. Report) 



APY ENDIX CXLII 
> 

MLNIS'I'RY OF NATURAL RESOURCES AND SCIENTIFIC 
RESEARCH 

Review of the Capital Outlay on the Schemes of State Tradinp- 
Purchase of Machinery for Mica Miners with keference to actiom 
taken on paragraph 12 of Chapter I1 of the Report of Public 
Accounts Committee 1952-53.-Item No. 83 of the Statement of 
Outstanding Recommendations.* 

The above mentioned scheme originated in the latter part of' 
1942, in order to ~ s s i s t  the Mica Miners in respect of the supply of 
machinery, stores, etc., for the production of Mica for supply to 
the Joint Mica Mission. The Mission comprised of 3 representa- 
tives of U.K. and 3 of the U.S.A. Governments. It was agreed 
t h a ~  the loss, if any  on llie sr!~crno .;liall be passed on to the U.K. 
Government--Account Joint Mica Mission? after the close of the  
transactions. The Government of India did not hold a share in 
the Joint Mica Mission. On the termination of the War, the  Mica 
Mission wit1:drew their financial support of the scheme with effect 
from the 1st Dcccmber, 1945, although they continued to be res- 
po~~s ib le  for the loss. if any sustained in disposing of the stocks 
remaining in hand on that date. 

(3) Suppl~es  of machinery and equ~pment  were made available 
to thcl Mlca Mlners and also to other parties, on the approval of 
the Jolnt Mica Mlssion from stocks In hand t ~ l l  the 30th Novem- 
ber. 1947. Thc balance still l e f t  to the book value of Rs 2,62,839/- 
was declared surplus to the Disposal Board, and has been com- 
pletely disposed of at a sale xraiue of Rs. 1:89,583/- excluding 
Rs. ll ' i/- pald as Auctioneers' commission for items sold in a u o  
tion. 

3. -4 debit of Rs. 6,10 098/- Including Rs.. 1,81,162/- on account 
of ct.r.taln defin~te itcms of losses agreed to be borne by the  Jeint 
Mlca hllsslon to which reference is made in para 5 below, was pas- 
sed on to the U.K. Government In pre-partition accounts in 1947, 
and has becn accepted by the U.K. Government. 

(4)  The accounts have becn closed. 
(5) A loss of R \ .  3,62,324/- was incurred on plpes purchased 

under the scheme and ~t was agreed that  half of t h ~ s  loss amount- 
ing to Rs. 1,81,162/- should be borne by the Government of Indig 
and the other half by the Mica Mission. Accordingly. the loss of 
Rs. 1.81,162/- 1 0  be borne by the M:ca Mission, \vas passed on to 
the U K .  Government as included In the sum of Rs. 6,10.098/- mem 
tioned in para 3 above. The other half amounting to Rs. 1,81,162/-- 
which was Government of India's share, was debited against "57- 
Miscellaneous and Unforeseen charges". 
---- - - - . - - - --"-- 

'Sect Appndlx I (Vol. I. Rcpm 1. 
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(6) The accoun#s of the scheme are shown below :- 

I 

I Pre-partition @ 

(a) Gross Expenditure . . . . Rs. z8,92,011-0-0 
(b) Deduct Recover,ies . . . . (-) Rs. 27~41,3459-0 

II Post Particion- I 

I )  Gross Expenditure I . . . . Re. 20,514-0-0 
b) Deduct R w e r i e s  . . . . (-1 Re. 3,10,994-0-0 

Total (-) Re. 2,90,480-09 
111. The progressive totals of "Gross Expenditure" and "Re- 

eoveries" since the commencement of the scheme are as under: - 
(a) Gross Expaditure . . . . Rs. 29,12,525~-0 
(b) Deduct Recoveries . . . . (-) Rs. 30~53,339-0-0 

(7) The above figures agree with those booked in accounts. _The 
figures under "Recoveries" at I(b) and III(b) include twice the 
amount of Rs. 1,81,162/- referred to in para (5) above and repre- 
sent the Government of India's as well as Mission's share of loss 
suffered on account of disposal at the controlled rates of pipes 

rocured by the Government at high market rates for the hQca 
Liners. The Mission, howevel., refused to accept the entire loss 
on pipes and only accepted 50 per cent of the loss suffered in the 
disposal of these pipes. The balance amount of the loss was accord- 
ingly decided to be borne by the Government of India which was 
debited to "57-Miscellaneous & Unforeseen charges" by credit to 
"87-Capital Outlay etc.,-Purchase of Machinery for Mica Miners". 

(8) If however the loss of Rs. 1,81,162/- which was debited un- 
, der  a different head (57-Miscellaneous-Miscellaneous and Un- 

foreseen charges) is taken into consideration under the head "87- 
' Capital Outlay etc." which is under discussion. the scheme will re- 

sult in a net loss of Rs. 40,3481- as shown below:- 
*. (a) Net result as shown at para 6 (111) . . . (-) Rs. 1'40,814-0-0 

,(b) Loss on pipes borne by the Gevernment 
of India as explained . . Rs. 1,81,162-0-0 

K. N. KAUL, 
Joint Secretary. 



APPENDIX CXLm 
a 

JHINISTRY OF WDftKS, HOUSING AND SUPPLY 
Note r'e: Item No. 111 of the Statement of Outstanding Beeomman- 

dations of the Public Accounts Committee*-Selection of ofacers 
engaged in the implementation of the Five kear Plan. 

The recommendation of the Public Accounts Committee ia d- 
ready being acted upon in regard to the Industrial Housing Scheme 
and has also been noted for future guidance. 

As regards officers for employment on large construction pro- 
jects relating to Public Works which form part of the Five Year 
Plan, their selection is made with care. In all cases of promotion 
in the Central Public Works Department to Class I and Class II, 
the selection is made in consultation with the Departmental Pr+ 
motion Committee presided over by a member of the Union Public 
Service Commission. 

S. RANGAVATHAN, 
Jdnt Secretary. 



APPENDIX CXLIV 
MINISTRY O F  IRRIGATION AND POWER 

Note re: Item No. 117 of the Statement of Outstanding Recommenda- 
tions of the Puklic Accounts Committee* 

The Financial arrangements in respect of the cost of investiga- 
tion projects with the various State Governments are as follows:-- 

I. Madhya Pradesh Projects 

1. At the request of the Madhya Pradesh Government vide let- 
ter No. 137-AIW-Thro, dated the 25th Sept. 1947 (Annexure I) the  
C.W. & P.C. undertook detailed surveys and investigations on the 
Mahanadi. Indravati and Sabri rivers. After a prcl~minary recon- 
naissance or' the areas and ground survey of some of the projected 
sites the Central Water & Power Copmission prepared a scheme 
for investigations. 'I 'i~t- scllrrne w i t . -  t.sil~nineti by an  ad  IWC Com- 
mittee of Expert Engineers who recommended the carrying out of 
investigations of 8 distinct projects a t  a cost of Rs. 51,09,000/-. In  
accordance with the  wishes of t h e  Slate tio17t. and as a measure o i  
economy, the investigat~ons were however confined only to t h e e  
projects, ciz. Mahanadi, Jonk and Hasdoo. Later at the rcquest of 
the State Govt., vide letter No. 9062-VII-E, dated :he 19th Novem- 
ber i949 (Annexure 11). the investigations of Hasdoo project were 
also withheld. 

2. The question of financial arrangements for carrying out the  
investigations, was discussed on t h e  28th Augus: 1!147 I)-,. the Central 
Water & Power Commission r v ! t l ~  tilt! Madhya Pradwll Go\?.. and i t  
was agreed that the expenditure on investigatiorls should in~tially 
be borne by the Central Water & Power Commission and ultimate- 
ly after the completion of investigations, the cost will be appor- 
tioned between the participating States in proportion to the bene- 
fits fo be derived by them from eac!~ scheme constructed vide 
minytes of the meeting held at Nagpur on 20-8-47 and Madhya 
Pradesh Gov?. letter No. 137-A/W-Thro, dated 25-9-47. 

3. While administrative approval was accorded to the execution, 
of preliminary investigations in Xadhya Pradesh the financial are 
rangements were examined. The decision taken was communica- 
ted to the State Govt.,  in the k t e  Ministry of Vorks. Mines and 
Power letter No. DW.90148, dated the 5th February, 1949. 

The arrangement was as follows :- 
'The cost of the investigations will be advanced by the Cen- 

L tral Government and adjusted periodically in equd 
proportions against the post war development grant of 
the Central Provinces Government and their ordinary 
revenues. 

. .- -.---.-. . . - ,  . -..- .----- 
' S e e  Appendix I (Vo1 I.,Kcp brr ). 
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:If and when a project materialities, the cost of investxqatrow 

will be rsadjusted and added to the capital cost of that 
projett." 

4. Later in March 1950, the Government of Madhya Pradesh 
were informed that Government of India had decided to revise the 
above arrangements as follows : - 

"(i) The cost of investigations of these projects would in the 
first instance be met by the C.W. & P.C. The expen- 
diture as incurred would be passed onrmonth by month 
by the C.W. & P.C. to the Govt. of Madhya Pradesh 
who should accept these debits. At the end of each 
financial year the State Govt. may raise the necessary 
debits against the Central Development Grants under 
the terms that may be prescribed for drawing such 
grants. 

"(ii) For the years 1948-49 and 1949-50 the expenditure during 
which has not so far been adjusted. the C.W. $ P.C. 
have been asked to pass on immediately to the Govt. of 
Madhya Pradesh the figures of expenditure incurred 
during these years. I am to request that debit may 
kindly be accepted for the above amount. Half of the 
expenditure may be debited to the Central Develop 
ment Grant towards the last week of March 1950 sub- 
ject to the condition that the ceiling of grants fixed in 

s the Government of India .Ministry of Finance letter 
No. 15(73bP/49. dated the 2nd October, 1949 are not 
exceeded". 

5. The State Government were requested to accept debit of 
SO per cent, of the expenditure during 1948-49 and 1949-50 and of 
the full. expenditure during 1950-51 and 1951-52 in accordance with 
the arrangements set out in para 4 above. As a result of these or- 
ders. debits were actually raised against the Madhya Pradesh 
Govt but these were not accepted and therefore were subsequent- 
lv withdrawn. The Madhva Pradesh Government In their letter 
No. 3812-581-VII-E, dated the 29th May 1950 represented their 
case stating that in view of the straitened finances of the State, 
they could agree only to the original financial arrangement accor- 
ding to which the c d t  of investigations would in the first i n s t a m  
be borne by the Govt, of India and then debited in the proportion 
3f the benefit accruing to the State. to the post-war development 
grants in case the Projects were dropped or against. the project 
estimate in case the project materialised. They categorically 
stated that if Goverpment of India were unable to agree to this, 
the investigations mlght be dropped. 

6. In view of the attitude of the Madhya Pradesh Government 
in the matter, the whole question of financial arrangement with the 
State Govt. for investigation projects were reviewed a t  an Inter- 
de~artmental  meeting in July. 1951. It was decided at that meet- * 
lag that: - 

(a) The mapping of water an3 payer resources of the country . should, be undertaken as a continuous operation irreb 
pective of the fact whether or not the State Govern- 

* ments were forthcoming to share the expenditure; and 
844 T 
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(b) The expenditure be met from the normal revenue hudget 

of rthe C.W. & P.C. This decision was subsequently 
endorsed by the Standing Advisory Committee. 

The points arising out of the above decision were:- 
(i) The existing financial arrangements made with State 

Govts. should not be disturbed and that States who 
pay either in part or Pull, may continue to do so; 

(ii) if and when a project materialises the cost of investiga- 
tions which is initially met from the Central Revenues 
will be debited to the Project estimates. 

As the investigations of the Madhya Pradesh Projects had reach- 
ed an advanced stage and a large sum of money had already been 
spent on them the Govt. of India considered it inadvisable to sus- 
pend the investigations. It  was accordingly decided that investi- 
gations should continue and thet with effect from the 1952-53 the  
cost of the investigations should be met from the Central Revenues 
to be ultimately debited to the Capital cost of the project if and 
when it materialised. As regards expenditure incurred during 
1948-49 and 1949-50. it was decided that in conformity with the 
treatment meted out to other Part A States in the matter of finan- 
c ~ a l  assistence to development schemes, the cost should be adjusted 
as stated in para 4 above ie . ,  the State Govt. should accept debit of 
50 per cent of the expenditure during 1948-49 and 1949-50 and of 
the full expenditure during 1950-51 and 1951-52. The StateeGov- 
ernrnent was addressed in August 1952 to accept the above arrange- 
ments. 

7. As a result of these orders the following expenditure recover- 
able from the Madhya Pradesh Govt. was communicated to them 
by-Central Water & Power Commission on 20th September 1952 
and State Government were asked to instruct the Accountant 
General. MadhyA Pradesh to accept the debits under advice to 
their office : - 

Madhp Pradesh Narbada 
Year Pr~je:ts Project 

Total 

The State Government in their letter No. 1910-2030(1952) dated --a=-- 
the 10th September. 1953, regretted their inability to accept debit 
M Rs. 16,60$43/-. 

As suggested by the Public Accounts Committee in para. 29, 
Chapter V of the Seventh Report on the Accounts (Civil), 1949-50, 
the question of financial arran ement with the Madhya Pradesh fi Gavernment in respect of Mad ya Pradesh and Narhada projects 
was discussed a t  Ministerial level a t  a meeting held in New Delhf 



on the030th November, 1953, vide copy of minutes*. '1n view of the 
fact that the Madhya Pradesh Government had also a t  their own 
expense undertaken investigations of certain irrigation schemes 
which did not materislise, it was decided that the Government of 
Madhya Pradesh should accept debits only up to the period ended 
31st March, 1950. Their share of expenditure for subsequent 

ears (in. respect of the projects which do not rnaterialise) will be 
L r n e  by the Government of India. The Governgent of Madhya 
Pradesh have formally accorded their approval to the above deci- 
sion and have agreed to accept debits for Rs. 2,47,818 for the period 
ending 31st March 1950. Formal orders have already been issued 
requesting the State Government to accept debit of the amount 
raised a ainst them by the Accountant General, Central Revenues, f New De hi. 

11. Narbada and Tapti Projects. 
8. The first stage of Tapti Project viz. Kakrapar Weir and Canal 

Scheme has materialised and so the expenditure on the latter in- 
vestigations has only to be debited to the construction estimates of 
Kakrapar Scheme. The remaining cost of investigations stands 
charged to the Bombay Government who financed the entire in- 
vestigation. 

9. As regards the Narbada Project, which is the joint concern 
of the Bombay and Madhya Pradesh Govts,, the original agref- 
ment a s  communicated to the two Got~rnments in this Ministry s 
letter No. DW.11-1(1)NT, dated 11-2-48 is as follows:- 

"The entire cost of the investigations is to be debited to the 
project estimates if a project materialises; otherwise it 
should be debited to the share of the BombayIMadhya 
Pradesh Government in the overall post-war develcq- 

ment grant to the extent of ) 4-f the cost, the remqining ) being met 
j of rhr .OH, th: rc.&ing f b-ing rn-t 

by thc Mllhya Pradesh Gov.-rnmc - t  " 
b-the Government of Bombay. 

10. The pattern of Central Grants to the States for development 
schemes had undergone a change by November 1948 when thew 
grants were confined t? 50 per cent. of the expenditure incurred op 
approved schemes, in accordance with the Ministry of Finance 
Office Memorandum to the State Governments No. F.l8(1)P/48 
dated the 24th November 1948 (Annexure 111). The Government 
of India therefore decided that in the case of a project not materia- 
lising only 50 per cent of the share of the cost of investigations 
should be charged to ,the revenues of the State Government. Ac- 
cordingly in this Ministry's letter No. DW.67/7/49 dated the 22nd 
April, 1949 the two Governments were informed of the decision of 
the Government of India to revise the original arrangement as 
follows : - a 

"The mt of investigations will, in the first instance be ad- 
vanced by the Central Govt. and adjusted periodically 
in equal proportion against fhe post war development 

* grants ~f the Government of Bombay and their ordi- 
nary revenues (to the extent of 2/3 in the case of Bom- 
bay and 1/(3 in the case of Madhya Pradesh)." -- - . - -- - -- - -- -- - - - - - - - - - - - - - - 7 - ---- 

*Not printed 
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11. The Government of Bombay in their letter No. 8099!36-VII- 

18(11) dated 26-9-49 agreed to the revised arrangement but the 
Government of Madhya Pradesh did not. o 

12. In March 1950 the above arrangement was further revised 
as follows :- 

(1) "The cost of investigations would in the first instance be 
met by the C.W.P.C. The expenditure so# incurred 
wopld be passed on month by month by the C.W.P.C. 
in agreed proportions to the Government of Bombay 
and Madhya Pradesh who should accept these debits. 
At the end of every financial year, the State Govern- 
ments may raise the necessary debits against the Cen- 
tral Development grants. 

(2) For the year 1948-49 and 1949-50, the expenditure during 
which has not so far been adjusted, the C.W.P.C. have 
been asked to pass on immediately the figures of ex- 

C penditure during these years and debits might be ac- 
cepted by the two Governments. Half of the State 
Government's share of the expenditure might be debi- 
ted to the Central Government grant towards the last 
week of March 1950". 

The question of allocation of the cost of investigations between 
the Governments of Bombay and Madhya Pradesh is unde; consi- 
deration and the ratio of'2: 1 for the present is only provisional. 
The actual expenditure will be distributed between the two Gov- 
ernments on the basis of benefits received by each Government. 

While the Government of Bombay have not objected to the ar- 
rangement, the Madhya Pradesh Government have in their letter 
No. 3812-58-VII-E, dated 29-5-1950 replied that they are not able 
to agree to any arrangement other than the original one, i.e. the 
entire cost of investigations should be initially met by the Centre 
and debited to the project estimates or post-war development grant 
according as the project materialised or not. 

13. In view of ihe attitude of the Madhya Pradesh Government 
&he whole question was as explained in para. 6 above, considered 
at an inter-departmental meeting in July 1951 and it was decided 
that as it was inadvisable to suspend investigations, they should 
continue and that with effect from 1952-53 the cost should be met 
from the Central Revenues to be ultimately debited to the capital 
cost of the project if and when it materialised. As regards ex- 
penditure incurred during 1948-49 and 1949.50 it was decided that 
the State Government should accept debit of 50 per cent. of ex- 
penditure and of full expenditure during the years 1950-51 and 
1351-52. The State Governments were addressed in August 1952 to 
accept the above arrangement but the State Government in their 
letter No. 1910-2030 (1952) dated the 10th September, 1953, regret- 

XXIX 
ted their inability to accept debit of Rs. 16,60,543/-. 

As suggested by the Public Accounts Committee in para. 29. 
rhapter V of the Seventh Report on the Accounts (Civil), 1949-50, 
the question of financi'al arrangement with the Madhya Pradesh 

' I ( 



357 . Government in respect of Madhya Pradesh and N rbada projects 
was discussed at Ministerial level at  a meeting he1 d in New Delhi 
on the 30th Nove?lber, 1953. In view of the fact that the Madhya 
Pradesh Government had also at  their own expense undertaken 
investigations of certain irrigation schemes whioh did not mate- 
rialise, it was decided that the Government of Madhya Pradesh 
ohould accept debits only up to the period ended 31st March, 1950. 
Their s h a e  of expenditure for subsequent years (in respect of the 
prujects which do not materialise) will be borne By the Govern- 
ment of India. The Government of Madhya Pradesh have formal- 
ly accorded their approval to the above decision and have agreed 
to a c c e ~ t  debits for Rs. 5,45,122 for the period ending 31st March, 
195C. Formal orders have already been issued requesting the State 
Government to accept debit of the amount raised against them by 
the Accountant General, Central Revenues, New Delhi. 

111. Kosi Project. 
14. The financial arrangement in regard to the cost of fieli- 

minary investigations of the Kosi Project was originally commu- 
nicated to the Government of Bihar in the late Ministry of Works, 
Mines and Power telegram No. DW.120(1), dated the 3rd January, 
1946. According to this arrangement the expenditure was to be 
treated as an advance payment to the Government of Bihar in 
terms of the Government of India. Ministry of Finance letter No. 
D-204GP/45, dated the 24th November J945 and debited to the 
Central grants to the State Government. If and when the project 
rnaterialised the expenditure was to be debited to the capital cost 
of the project and necessary adjustments made. 

15. Subsequently, by November, 1948, the pattern of Central 
grant to the States had undergone a change and according to the 
instructions contained in the Government of India, Ministry of 
Finance letter No. F.18(1)-P/48, dated the 24th November, 1948, 
the Central Grants were limited to 50 per cent. of the expenditure 
incurred by the State Governments on approved schemes. The 
Government of India, therefore, decided that, as in the case of other 
development schemes, only 50 per cent. of the expenditure on Kosi 
investigations should be debited to the Central Grants, the re-' 
rnaining 50 per cent. b'eing debited to the State revenues. Accore  
inglg, the State Governments were informed in the late Ministry 
of Works, Mines and Power letter No. DW.21, dated the 18th April 
1949 that with immediate effect the cost of investigations on the 
Kosi Project would be adjusted periodically, 50 per cent. to the 
State revenues. As a d when the project materialised the total 
cost would be charge 6 to the project estimates and necessary re- 
adjustments carried out. This arrangement was accepted by the 
State Government in their letter -- 15865/1 - dated the 24th Nov- 

IV-F-9/ 49 
ember, 1949 

16. By November 1949, the position had again changed with 
decision of the Government of India not to give any *st-war deve- 
lopment grants to the State Governments during 1950-51. As a 
result, the State Government addressed the Government of India 

~ e b r u a &  1950 vide'their letter 2536-r ditod .the 2 2 - 2 4  IV-F-9 /R9 
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(Annexure IV) askin that the financial arran ement already ac- % cepted by them*shoul be reviewed in view of t !! e set-back in their 
financial position. It  was stated, that though th'e State revenues 
could previously admit of such a debit, with the change in the 
financial prospect, ,the liability of financing some of the develop- 
ment schemes, funds for which were originally to come from the 
grants from the Government of India, had devolved on the State 
Revenues. It  was therefore impracticable for them to meet 50 
per cent. of the expenditure on Kosi investigations from the State 
Revenues any 16nger. It was therefore suggested that in these 
circumstances, the old arrangement by which the entire expendi- 
ture was to be met by the Centre and debited to the block Central 
Grant to the State mlght be reverted to. After giving careful con- 
sideration to this request the Government of India informed the 
State Government in their letter No. DW.21 dated 18th April 1950 
that no alteration could be made to the financial arrangements as 
already int im~ted to the State Government and accepted by them. 
In re ard to the investigations during 1950-51 however, as there was 
no p f st-war grant from the Centre, the latter would be prepared 
to meet 50 per cent. of the expenditure from their own revenues. 
It  was also explained that the State Governments share of the 
cost of investigations will, in the first instance, be met by the 
C.W.P.C. who will pass on the necessary debits month by month 
to the State Government. In this Ministry's letter No. DW.21 
dated the 20th June 1952, it was made clear to the State Govern- 
ment that the offer by the rfivernment of India to advance 30 per 
cent. of the cost was only to help the State Government to tide 
over their temporary financial difficulty. With the cessation of 
Central grants the cost of investigations from 1950-51 onwards was 
really a direct charge on the State Government in conformity with 
the treatment accorded to other Part A States in the matter of 
financial assistance for development schemes. The Government of 
India therefore cjecided that it was but proper that the entire cost 
of such investigations from 1950-51 onwards should be borne by the 
Government of Bihar themselves. On a further request from the 
Bihar Government the Government of India have again reviewed 
the position and desided to continue to advance the 30 per cent. 
gf the cost of investigations from their own funds. The remaining 

per cent. will be borne by the State Government to whom the 
Central Water and Power Commission will pass on debits to this 
extent month by month. The total cost of investigations will be 
charged to the project estimates if and when it materialises. 

The State Government have accepted this arrangement. They 
have also approved of the revised estimates fgr the investigation of 
this project amounting to Rs. 1,17,82,800/- vide their letter NO. 
B JP9-2-Ol/ 53-1-3327 dated 13-3-53 ( Annexure V). 

IV. Sobarmati Project. 
17. The existing financial arrangements are as follows: - 

"(1) The cost of investigations of this roject would in the first 
i ~ t a h c e  be met by the c.w.&. The expenditure so 
incurred would be passed on month by month to the 
Government d Bombay who woyld accept fhese debits. 
At t& end of the Financial year the Gdve!mrmnt th8Y 



raise the necessary debits against the Gentral Develop 
ment,grants under the terms that may be prescribed 
for sych grants. 

(2) For the year 1948-49 and 1949-50, expenditure during 
which has not so far been adjusted,'the C.W.P.C. have 
been asked to pass on immediately to the State Gov- 
ernment the figures of expenditure during these years. 

' The State Government should accept the debits. Half 
of the expenditure may be debited to the Central Deve- 
lopment-grant towards the l ~ s t  week of March 1950 
subject to the condition ........." 

From 1950-51 onwards, with the stoppage of Central Government 
grants, the Bombay Government have accepted full debits for the 
expenditure. 

V. Assam Project. 

18. The existing financial arrangement is stated below:- 
"The cost of these investigations will be advanced by the Cen- 

tral Government. If and when a project materialises, 
the cost of investigations relating to  that project will 
be debited to the project estimates. If, however, the 
project does not materialise, the cost of investigations 

., relating to that project will be debited to the post-war 
development grant to the Government of Assam." 

According to the recent decision the cost of these investigations 
will continue to be met by the Central Government under the above 
arrangement. 

VI. Ganga Barrage Project. 
19. At an inter-ministerial meeting held on tHe 22nd October. 

1948, it was agreed that the cost of investigations should be charged ' 
t o  the project if it matures but that in case the project did not mate- 
rialist, the.cost would be met by the Government of India and the 
West Bengal Government half and half. The'proportion in which 
the Central Government's share should be divided between tMe 
Ministries of Transport and Railways was left to be settled be twdn 
these Ministries themselves. It was also decided that the Commis- 
sioners of the Port of Calcutta should be asked to make a contri- 
bution to meet the cost of investigations on account of the benefit 
that will be derived by the Calcutta Port by the imgrovement of 
the head of water su ply of the Hooghly. The Commissioners for the 
Port of Calcutta ha 3 agreed to contribute 10 per cent. of the cost 
of investigations limited to Rs. 1.85 lakhs. The cost was then esti- 
mated to Rs. 1.85 lakhs. As the expenditures for investigations had 
subsequently increased to Rs. 24.66 lakhs, the Commissioners for the 
Port of Calcutta were asked to increase their contribution, but they 
have regretted their inability to do so. 

20. As regards allocation of cost k t w e e n  the Ministries d 
m-rt and Railways, the latter had stated that as the surveyL 
wete intetlded primarily to find a suitable location for a river fop- 
trolling &rage, which will be entirely $0 t h e  behefit of Ban$ltl, 



they did not conqder there was a case for them to share the 'cost 
of investigations. In spite of repeated requests, the Ministry of 
Railways have finally refused to share the cost. e 

21. The present arrangements are as follows:- 
(i) 50 per cent. of the cost to be met by the West Bengak 

Government. ,! 
(ii) 10 per cept. (subject to a maximum of Rs. 1.85 lakhs) to be 

met- by the Calcutta Port Commissioners. 
(iii) 15 per cent. of the cost to be met by the Ministry of 

Transport. 
(iv) Balance to be met by the Ministry of I & P by charge to 

the main head SIB-Other Revenue Expenditure con- 
, nected with Multipurpose River Valley Schemes- 

Ganga Barrage Investigations. 
The Government of West Bengal and the Port Commissioners 

have accepted the debits. 

VII. Rajasthan Canal Project. 

22. The whole expenditure is being met by the Government of 
Tndia in view of the special circumstances of the project. 

It has now been decidedrin consultation with the Plan'hing 
Commission that detailed investigations should be carried out on 
this Project. Proposals have been received from the Central 
Water & Power Commission which are under examination. 

VIII. Tikarpara and Naraj Projects. 

23. In 1945, the Government of India decided that such expendi- 
ture as Government of Orisse could meet from their ordinary provi- 
sion for Engineering staff should be so met. All other expenditure 
to be met by the Central Government with an undertaking that if 
any project materialised, it would be refunded to CentrP. 

&I. After the materialisation of the Hirakud.Dam Project, it was 
intended to debit the cost of investigations of Tikarpara and Naraj 
Dams Project to the Project Estimates of Hirakud Dam Project 
under the above arrangement but the Ministry of Finance held that 
as the Project Estimate did not include any provision for cost of 
such investigations, the expenditure thereon should be borne ini- 
tially by the Central Water & Power Commission and recovered 
from the Government of Orissa, at  the close of each year. In 1949 
50, the Central Government stopped giving development grant to 
State Governments and on our request to the Government of 
Orissa to accept the above arrangement, that Government express- 

' ed their inability to bear the cost of investigations and refused to 
entertain any debits towards the reinbursement of the expenditure 
on the ground that their financial resources did not permit the 
undertaking of the liability. They requested t b  Central Govern- 
ment to bear the expenditure initially from Central Funds and 
charge it to project estimates when it matcrialised. The matter 
was taken up, with the Ministry of Finance. They did not agree 



to give any grant to cover the expenditure. This virtually led to 
the suspension .of the investigations. Since the ' investigations of 
nver valley projects were important from the point of view of map- 
ping of the water resources of the country, their stoppage for want 
of fund was not in the national interest. The matter was discussed 
at an inter-Departmental meeting in July 1951 as stated in para 
6 above and it was decided that the provision for these investigation 
projects would form part of the revenue budget of the Central 
Government. Accordingly from the year 195253, investigations 
budget has been made the part of the revenue budget of the Cen- 
tral Water and Power Commission and necessary funds are being 
provided for Tikarpara and Naraj Dams Project therein. Action is 
also being taken to prepare complete estimates and forward them 
to the Government of Orissa. 

25. No formal agreements have been entered into wikhthe State 
Governments in connection with snare of costs for investigation of 
Projects. Certain financial arrangements have been arrived at for 
meeting the cost of investigations. 

As regards the question of obtaining approval of the State Gov- 
ernments, it may be stated that as the cost of investigations was 
n e t  by the Central Government it was not the practice to send 
estimates for investigations to the State Governments for their 
approval. This is, however, being done now so as to keep the Stat8 
Gwernments fully in the picture. . 

26. A statement is enclosed indicating the estimated cost of each 
project, expenditure incurred each year and the debits that have 
been ~ccepted by the State each year. 

Dated the 6th ~ u g u s t ,  1954. T. SIVASANKAK, 
. .. Secre-. 



Name of the Project 3 Estimated cost Expenditu~e incurred each year Debits that have beer :c~zkted 
by States each : v ~ r  

Rs. RY. Rs. 
Kosi Project . . First estimate sanctioned in 1946 31,441akhs 1946-47 . 7,493386 

ide WMP No. DW. I ~ O ( I )  of 27th K ' 1947-48 - . 7317,173 
ay, 19461. 1948-49 . . 16,72,686 

1949-50 - 24,0~,083 
Estimate ss raised by Ad Hoc Commit- 60 lakhs 1950-51 . I :.,6,471 1949-50- 45,80,730 

tee sanctioned in 1949 (Vide WIAP I95 1-52 . 2 . 8  1,605 1950-51 . 22,40396 
No. DW.88.:48 of zrst F r c h ,  7949). 1952-53 . 4.2~1980 1951-52 . -- .- 8,93478 

1952-53 . - 2,55,196 
upto 12/52 . . :3,43,384 upto 12!52 . 

79,70,160 
Re\-ised estimate (including investi- 1,17,12,800 

gations of Balka Hills etc.) 
Si.bmitted to Govc:r.mer.t of India in 

Jan. 1952 and is under conside~aticn 
of Government. 

Assun Projects (Ma- (as reccmmerdcd by Ad Hoc Ctmmit- 28,23,710 194s-49 . - 30,367 
nas & Dihang Pro- tee) sanctmned under Ministry t f 1949-9 . . 1,70:250 
jects). WMP No. DWr.77;48 of 22nd Feb. 1950-5 1 - 1,54,377 

1949. 1951-52 . 92,522 
1952-53 . 39, I97 

upto 11 152 . 4,86,713 
lr 

Ganq Bnrrsge Project Vide DW. 57/48 dt. 29-3-49 17,64,967 1948-49 . . 3,2_(,202 From Wedl Ben& 
Submitted to  Government fcr sanction 24,66,_~co 194920 . 443,503 1949-50 . - &1%970 

In .4u& 1950. 1950-51 7,73,114 1950-51 3,40492 
1951-jz . . 5,67,181 1951-5a . - 3,10414 
1952-53 . . 1,71,112 1952-53 - 30496 

3 P t O  12/52 . . 22,65,1~2 9,0%372 

From Port Trust 
1950-51 - vi5,-  
195 1-52 - 30,000 



Rajarthan Project . Sanctioned under DW. 3 dr. 3-5-51 
revised estimate. 

Under DW.3, dt. 25-9-51 , 

- Tapti Valley Project . Vide DW.78!48 dt. 19-3-49 . 

hiadhya Pradcsh Pro- Vide DW.go,'qR dt. 5-2-49 
jects. 

Upper Mahanadi & 
Jd-taken up out 
of eight projects. 

~atbnd; Projects VideDW. 78/48 dated the 19th March 
(Bargi T m a  Pu- 1949. 
nma, and Broach). 

C oorg Project . . Vide DW.61/48datedz9-3-490f - lini- 
Jtry of Works, Mines & Powe,. 

- 2,31,069 Nil. 
3,69,084 

. 24,662 

. 6,24,815 -- 
. 12.53 upto t t e  ecd of 1950- 6,00.391 
. 2,oo.j1; 51. . I 
. 3,00,820 

5,13,8go Debited to Kakrapara Proiect 
estimates (Bcmbay Govt.) 

6,270 
. 2,41,548 
. 14,292 Madhya Pradesh Goverr mer?t 
. 77,013 have now agreed to accept 
. 2,91,288 debits fcr Rs. 2.47,818!- for 

the period endicg 3Ist March, . 6.30.41 I 1950. cu 
0 9  
W 

. 2,80,462 From Rombav - 4993,753 1949-50 . . 4339~305 . 9 .38~04  1950-51 8,ogY855 . 6,02,534 1951-52 3.293819 
2,46,193 1952-53 - r,6q,586 

. 25,61.046 upto 1352 . -. 17,43,56~ ---- .Uafhya Pradesh have WOW 
agreed to accept debits for 
Rs.. 5.15,122/- for the period 
end1ng3 1st March, 1950. 

1,254 
. 82,569 s8,& 

. 1.14.194 81,990 . 12.911 13,254 _ 
881 881 -- 

. 2,11,809 
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@ ANNEXURE l 

.a 
NO. 137-A/W. Thro. 

GOVERNM~NT OF THE CENTRAL PROVINCES AND B E R A ~  
PUBLIC WORKS DEPARTNEXT. 

From: S. C. Olpherts Forrester, Esqr., I.C.S., 
* Secretary to Government, 

Central Provinces and Berar, 
Public Works Department. 

To : 
The Chairman, 
Central Waterways, Irrigation and Navigation Commission, 
Curzon Road Barracks, Block A, 
New Delhi. 

Dated Nagpur, the 25th September, 1947. 
SUBJECT: -Water Power Resources in the Central ~robinces  and 

Berar. 
Sir, 

I am directed to invite your attention to Government of Central 
Provinces and Berar, Commerce and Industry Department letter No. 
5149-4237-VII, dated 23-8-1947 to Mr. Man Singh's address with 
which a copy of the minutes of discussion between him and the 
officers of this Government on 20-8-1947 was sent, and to state that 
this Government has taken the following decisions. 

2. With reference to paras 2, 3 and 5 of the minutes, I am to state 
that in the opinion of this Government, it is desirable to have uni- 
Hed direction in the investigation of all the 8 multi-purpose schemes 
selected for the Narbada, Tapti, Wainganga and Mahanadi Valleys, 
and that the investigations for these schemes may be done by the 
C.W.I.N.C. This Government will keep in close touch with th? 
Progress of the work, give all assistance necessary, put forward its 
views duri* investigations and will indicate what modifications' 
in the' assigament of priorities it considers necessary. 

3. As regards t,he other schemes for purely power deuelopnents, 
I am to state th'at this Government will under-take the in-restiga- 
tion of these other schemes independently. 

4. This Government agrees to the principle of proportionate d- 
location of expenditure between the Provinces and the States in 
proportion to the benefit derived by them from each scheme. 

0 

5. As regards pcra 6 ,  I am to state that a further communication 
will be made for the staff required for purely power development 
schemes. 

I have the honour t o  be,* 
Sir, 

, Your most obedient servant, 
Sd./- 

Secreta.ry to Government 
, C.P. 'and Berar. P.W.D. 

0 
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A N N E X U R E  11 

GUVEHNMENT OF THB CENTRAL PROVINCES AND BERAR 
COMMERCE AND INDUSTRY DEPARTMENT. 

Shri S. Rajau, I.C.S., 
Addl. Secretary to the Government of 
Central Provinces and Berar. 

The Secretary to the Government of India, 
Ministry of Works, Mines and Power, 

New Delhi; 

Dated Nagpur, the 19th Nov. 1949. 

SUBJECT:--Priority Inter Se of the River Valley Development 
- Projects. 

Sir, 

I am directed to refer to the Commerce and Industry Depart- 
ment's letter No. 4048-450-VII-E., dated the 14th April 1949 on the 
subject cited above and to say that Hasdeo Dam Scheme (above 
Kobra) was recommended as one of the Seven River Valley Pro- 
jects in connection with the Seven-Year Plan envisaged in Shri 
Gulhati's letter No. DW 11-22(11), dated the 10th March, 1949 and 
was given the 4th Plbce in order of priority. No reply to the P r e  

.vincial Government's letter of 14th April, 1949 under reference has 
. been received so far to show whether the recommendations maae 

therein were accepted or not. It however appears from thc Gov- 
ernment of India Ministry of Works, Mines and Power's letter No. 
DW-93/48, dated the 5th February, 1955 and monthly Progress Re- 
eorts%hat the Government of India have taken up the Hasdeo Dam 
scheme for preliminary investigation. I am, however, to commu- 
nicate to you in this connection that Provincial Government have 
reviewed all these projects and are of the considered opinion that 
~t would not be of any use to proceed with the investigation of the 
Hasdeo Dam Scheme. I am, therefore to request you that necessary 
~c t ion  taken to withhold any further investigation in respect of 
this scheme and the Provincial Government be informed action 
taken in this respect. 

Yours faithfully, 

Sd/-. S. RAJAN, 
Addl. Secy. to the Government C.P. & Berar, 

Commerce and Industry Department. 
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ANNEXURE 111 
NO. F.18(1)-P/48. 

GOVERNMENT OF INDIA 
MINISTRY OF F'INANCE 

New Delhi, the 24th November, 1948. * 
Y'rorn :' 

M. V. Rangachari, Esquire, 
Deputy Secretary to the Government of India. 

To : 
The Financial Secretaries of all Provincial 
Governments and Chief Commissioner, Coorg. 

SUBJECT: -Curtailment of earpenditure as a measure of anti;inflation 
Planning and Development Grants and Loans to Pro- 
vinces for the financial years 1948-49 and 1949-50. 

Sir, 
I am directed to refer to the correspondence resting with this 

Ministry telegram No. 13815(b)-Bl48, dated the 6th October, 1948. 

'2. The Government of India h a w  reviewed the position govern- 
ing the assistance by them to the Provinces for implementing their 
Development Plans, in the context of anti-inflationary measures, 
the reduced resources available to the Centre in the current and 
the ensuing years and in the light of discussions at  the recent 
Provincial Finance Ministers Conference. They have come to the 
conclusion that the available funds for this purpose by way of 
loans and grants cannot exceed Rs. 41$ crores this year and Rs. 53f 
crores next year. They have accordingly decided that tho grants . 
m d  loans to the various Provinces for expenditure on approved 
Development and Grow More Food Schemes should be limited to the ' 

mount8  set out below : - a 

(Figures in lekhs of rupees) * 
Province Grants Loans * 

"48-30 Dcveh p- 1940-50 Dwelop- 1948-49 1949-50 
men[ & Grow Moie ren t  & Grow More 

Food schemes. Food schema. 
Ma lras 3.25 5 3.CO 6 , ~  
Bombay 1,36 2.87 . . . . 
United Provinces ' 564 5.17 . . 4PO 
Bi ' -  ar 2,20 4.00 . . .. I 
C. P. & Berw r ,SO I $0 +10 340 
West Benpl 2 .oo 2,70 4.10 . 
Otissa I ,20 1 ,35 2,03 .- ,30 
Bast Punjab r .OO 140 7,50 4s 
Assam 19'5 1 4 5  3 ,34 3,23 
c o ~ r g  5 . b - 5 - 5 -- 

i"q55 25.10 24.05' rS ,p  . 0 
0 . 



They have also decided that grants to the Provinces should ' be 
limited to 50 per cent. of the expenditure incurred by the Provin- 
cial Governments on Development Schemes including the Grow 
More Food Schemes and certain training schemes approved by the 
Government of India,. But in the case of the Provinces of West 
Bengal and East Punjab, which have been affected by the partition, 
and Orissa and Assam, which are relatively less developed, t$e en- 
tire expenditure on approved schemes will, for these two years, be 
reimbursed, as a special case, subject to the maximum amount in- 
dicated above. 6 

3. The Government of India also consider that the existin ar- 
rangement for the co-ordination of the implementation of the %eve- 
bpment Plans by the Provinces should be made more flexible. 
They have accordingly decided that the grants to the Provinces for 
the two years in question should be subject only to the following 
Eurther conditions : - 

(a) Provinces should spread their expenditure on schemes 
, under the different heads of Development in the ap- 

proved plans so as to maintain a balanced progress of 
Development; to this end a minimum of 5 per cent. of 
the Central Grant should be spent under each head. 

(b) Provinces may incur expenditure on any of the schemes 
already approved and need not send their plans for 
approval again every year. But where a scheme has 
not received the approval of the Centre the necessdry 
approval should be obtained. In the selection of their 
schemes the Provinces would doubtless give, as far as 
possible, priority to schemes which will produce imme- 
diate results. 

(c) In the case of the expenditure on Grow More Food 
Schemes the amount of the grant will not exceed the 
percentage fixed in the orders issued by the appropriate 
Ministry' of the Government of India and the Central 
grant for this purpose which will be included in the 
total grant mentioned in para. 2 above will no: in any 
case be less than : - 

@ (in lakhs of rupees) 
ct 1948-49 1949-5C 
Madras . . . 150 150 
Bombay ... 43 109 
United Provinces 38 57 
Bihar . . . 48 67 
C.P. & Berar 24 75 
West Bengal ... 3 0 30 
Orissa . . . 30 35 

East Punjab ... 35 37 

Assam . . 3 3 23 

Coorg , ... . . . 
(d) Annual reports will continue to be submitted by the Pro- 

vinces to the Centre. 
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4.'The Provincial Government should arrange to supply the  

Proviyia l  Accountant General copies of orders of*the Government 
of India approvipg the scheme as one qualifying for grants and the 
detailed orders of the Provincial Government sanctioning expendi- 
ture on approved schcmcs where this has nqt been done. The 
budget grant will be drawn quarterly in arrear and as soon as the  
accounts of the last month of the quarter are closed the Accountant 
General will arrange to credit the Provincial Government with the  
amount due to them in respect of the expendi tye  on approved 
schemes in that  quarter. 

5. The amount due in respect of the last quarter of the year will 
be paid on an estimated basis subject to readjustment in the ac- 
counts of the following year. The amount of the provisional pay- 
ment for the last quarter wiil bc fixed by the Government of India 
tnd  intimated to the Provincial Government and to the Accountant 
General in the last wcck of March. Any part of the expenditure 
which is not covcred up fully by the  grants during 1948-49 will be 
adjusted against next year's allocation. D 

6. This letter supersedes this Ministry lettei No. 6(2)-P/48, dated 
the 25th May, 1948. 

7. O!.issa only--(In view of ;he decision of Government to reduce 
the capital espendi:ure roughly bv 1 / 3 ~ d  of the provision made in the 
budget for 1948-49 I am to say that i t  has been decided that the grant 
to t)e Provincial Government for the new capital will be reduced 
from Rs. 30 lakhs to Rs. 20 lakhs, a d the provision for next year 
will be limited to Rs. 20 lakhs. The % overnment of India trust that 
the Provincial Government will be able so to phase the construction 
of the Capital as to manage within this reduced assistance from the 
Centre). 

Yours faithfully. 
&'I. V. RANt;ACHAItI. 

D ~ . p t i t t ~  Secy. 
APPENDIX IV 

GOVERNMENT OF BIHAR 
IRRIGATION DEPARTMENT 

NO. 2536-1 
IV F-9 of 49. 

From : 
S. V. Sohoni, Esquire, I.C.S. 
Secretary to Govt. 

To : 
The Secretary to the Government of India, 
Ministry o i  W.M.P., . New Delhi. 

Patnn, the 20/'29-2-50. 
SUBJECT: Financial arrangements in  respect of the Kosi P~oject .  

Sir, 
I In continuation of this Deptt. letter No. 13865-1, dated the 24th 

Nov. 1949, I am directed to say that subsequent developments in 
the'financial fielg have made it necessary to review the financial 
arrangements accepted and proposed in that letter. 

2. W e n  the proposal to debit 50 per cent. ,of the current expen- 
diture on investigation of the Kosi P r o j e t  to the Shate revenue was 
845 IS 



rn 
accepted, it was not known that no loan and only very much firnit- 
ed grants will & available from the Centre in the financing of 
development projects of this Government. Thoug4 the State reve- 
nues could previously admit of such a debit, with the change in 
financial prospect sjnce brought about, the liability of financing 
some of the development schemes, funds for which were originally 
to come from the grants of loans from the Government of India, has 
devolved on the State revenues. It has thus become impracticable 
to meet 50 per cent. of the running expenditure on the Kosi Project 
investigation from the current revenues of this State any longer. 

3. The existing proposal of debiting 50 per cent. expenditure to 
the State revenues will, in these circumstances, seriously upset the 
budgetary position of the State and will necessitate withdrawal 
from the P.W.R. Reserve funds with a repercussion on other P.W.R. 
schemes. The difficulty has been accentuated by reason of the fact 
:hat though they were requested to advise on these points at  para. 
2 of the letter under reference, the Union Government have not yet 
intimated the amounts that will have to be found by the State in 
the current year and in 1950-51 as a result of which no provision to 
cover the heavy expenditure could be made either in the revised 
estimates 1949-50 or in budget 1950-51. It should, of course, be clear- 
ly understood that no debit could be raised against the grant of 
Rs. 2 crores sanctioned by the Centre to this State for the current 
year, which has already been earmarked for other schemes. 

4. In these circumstances jt is suggested that the old arrange- 
ment, in which the entire expenditure was to be met by the Central 
and debited to the block Central P.W.D. grant, to this State may be 
reverted to. The total cost of investigation should, however, be 
chargeable to the capital cost of the project when it materialises. 

5. The State Government shall be obliged to have at an early 
date the Union Government's reactions to the above- proposals, for 
reverting to the old arrangement of financing the Kosi investigation 
cost. , 

APPENDIX V 
GOVFXNMEXT OF BIHAR 

IRRIGATION DEPARTMENT 
r NO. B/P9-2-01153-1-3327 

From : 
S. V. Sohoni, Esquire, I.C.S. 
Secretary to Government. 

To: 
The Deputy Secretary to the Government of India, 
Ministry of Irrigation and Power, 
New Delhi. 

Patna, the 13th March 1953. 
' SUBJECT: Revised estimates for the investigations of the Kosi 

Project. 

With reference to your letter No. DW.4(6)/53, dated the 2nd 
February 1953 on the ,above subject, I am directed to say that the 
State Gwe.mmen$ have beea pleased to accord their administratiw 



apprgval to the revised estimates of the Kosi Project investigations 
amounting to Rs. 1,17,82,80Q/- (Rupees one crore, ,seventeen la&, 
eighty two thousand and eight hundred) only received with letter 
No. DW.21, dated the 15th March 1952 of the then Ministry of Natw 

ral Resources and Scientific Research, New Delhi. 
0 

Yours faithfully, 
Secretary to Government. 



APPENDIX CXLV t 

MINISTRY OF COMMUNICATIONS 
SUBJECT: Recommendation of the Public Accounts Committee 

on the Appropriation Accounts 1949-50 regarding 
provision in the Articles of Association of the Indian 
Telephone Industries Ltd., for inspection and audit o j  
accounts by the Comptroller and Auditor General oj 
India. (Item No. 122 of the Statement of Outs tand 
ing Recommendations*). 

The Public Accounts Committee recommended vide item 122 of 
the Statement relatihg to the recommendations of the P.A.C. on the 
Appropriation Accounts (Civil) 1949-50 and unfinished Accounts 
(Civil) 1948-49. that Government should consider the desirability of 
rnakiflg provision for inspection and audit of Accounts by the 
Comptroller and Auditor Gen;:.~! 01 India in the Articles of Asso- 
ciation of the Indian Telephone Industries Ltd., similar to that exis- 
ting in the Industrial Financc Corporation (Amendment) Act, 1952. ' 

This action has already been taken following a11 early suggestion 
made by the Comptroller and Auditor Gencral and a new Article 
(See Anncxurc) was incorporated in the Articles o l  Associatiw of 
the Indian Telephone Industf~es Ltd., in September, 1951 in consul- 
tation with the Con~ptroller and Auditor General of India, under 
which the Government of India have the right to make arrange- 
ments for an independent external audit in addition to the statutory 
audit. In pursuancc of the provisions of this Article, the Comptroller 
and Auditor Genci~sl has appointed the Accountant General, Mysore. 
as the independent audit officer of thc Indian Telephone Industries 
Ltd. Copies of the Ai.ticles of Association of the Indian Telephone 
Industries Ltd., u.ith the aforcmcntioned new Article incorporated 
t!:erein have been placed in t h ( ~  Public Accounts Committee Library. 

b R. N.' JHA, 
Secrctar?/. 

ANNEXURE 
Extracts tram the Articles of Association of the Indian Teleplsone 

Industries. Limited. 
27(A). The Government of India shall h a w  the right a t  their own 

cost to make nrangements for an independent external audit in 
addition to the audit under the said Act. The authority so appoint- 
ed by the Government of India and all the members of the staff 
authorised in that behalf by that authority shall a t  all times have 
access to all Accounts, Account Books, Vouchers, Documents and 
other papers of the Company. The authority appointed for this 
independent external audit will submit its report to the Govern. 
ment of India. 

--- ..- - . - 

* See Appendix I (Vol. I-Report). 
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APPENDIX CXLVI 
MINISTRY OF WORKS, HOUSING AND SUPPLY 

Note: .Re: Item No. 124 A, B & D of the Statement of Outstandinb 
Recommendations of the Public Accounts ComnXitteef. 

Item No. 124A. 
This recommendation has been accepted and instructions have 

issued that as a rule such contracts should be split up into sizeable 
and convenient lots at different places. Where the value exceeds 
Rs. 25 lakhs (book value and, where book value is not available, 
assessed market value) and it is not proposed to spllt up the sale, 
the D.G.S. & D. have been instructed to take orders of Government. 

It has been noticed, however, that sometimes in respect of some 
stores, price realisations are higher if lots are bigger. In such 
cases, several smaller lots are combined at the auction and sold as 
one. Sometimes in the interest of expeditious disposal, to clear 
covered accommodation required urgently by the stockholder for 
the storage of new stock it may be of advantage to sell in bulk. 

, Item No. 124B(i). 
?he rccommendatlon has been ac&pted in principle and instruc- 

tions are being issued that in contracts for sale of surplus stores in- 
volv~ng cu'bstantldl amounts, the following procedure should be 
adopted: - 

(1) Financial Standing: In the tender form inviting offers for 
purchase and removal of large volume of surplus stores, a condition 
will be stipulated under wh~ch the tenderers will be required to in- 
dicate the name of their Banker. Immediately on opening of the 
tenders, an enquiry will be made from the Bankers indicated by the 
tenderers regarding the financial standlng of the tenderer. The 
bank reIfort(s) w ~ l l  be taken i ~ t o  consideration at At. rlme of The 
acceptance of the offers. b 

(2) Verification 'of antecedents : Under the existing procedure, 
the D.G.S. & D. maintains a list of firms black-listed and those with 
whom business has been banned or suspended. This list will be 
consulted vis-a-vis the tendering firm at the time of considering the 
tenders. The Supplies Wing who maintains a list of registered 
firms will also be,consulted. It has also been decided to maintain 
in future a Performance Register indicating the name and address 
of the purchaser, the value of the contract and whether or not satis- 
factorily completed. This register would in due course, afford fad- 
lities for verification of antecedents. 

b 

The existing procedure also contains safeguards to pro~cct the 
interests of the Government. Each tender for the sale of surplus 
s t ~ r e s  has to be accompanied by a Deposit-at-Call Receipt of 10 wr . . - - - - - - - - - . - - - - - - -- 

*See Appendix f ( ~ o l .  I-Report). 
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tent. of the tendered value as earnest money which is liable to ofor- 
feiture in the event of tenders not complying with the terms of 
the contract. No part of the stores are released unless the entire 
sale value of the stores is deposited with the Goverilment. 

The above procedure will be applicable to all sales except those 
effected by auction, where generally comparatively smaller amounts 
are involved. In the case of auction sale, a deposit of 25 per cent. 
of the accepted bid is obtained as earnest money on the fall of the 
hammer. The firms are usually required to deposit the balance of 
the sale value, i.e. 75 per cent. of their accepted bids within 7 days 
of the auction sale. Bids a t  auction sale are to be accepted or re- 
jected on the spot and therefore, there is no time to make enquiries 
about financial standing, etc. 

Where payments are staggered at the request of the purchaser, 
Government asks for a suitable bank guarantee to safeguard itself 
against possible loss in the event of the whole sale not materialising. 

I Item No. 124B (ii) . 
3. This recommendation has been accepted and instructions have 

issued that contractors with bad records on the Disposal side should 
should be authorised unless the antecedents and the financial stabi- 
with the Purchase side. 

4. The recommendation has been accepted and instructions t ave  
issued to the D.G.S. & D. that in future no transfer of contracts 
;hould be authorised unless the antecedents and the financial stabi- 
lity of the firm have been checked to the satisfaction of the Director 
General. 

M. R. SACHDEV, 
Secretary. 

NEW DELHI~ 
Vated the 30th ~ e c :  1954. 



APPENDIX CXLVII . 
MINISTRY OF EXTERNAL AFFAIRS 

Note: %egarding recovery of Pakistan's share of contribution to the 
U.N.O. and I.C.A.0.-(Item No. 123 of the Statement of Outstand- 
ing Recommendations.*) 

The Government of India have already agreed to give Pakistan 
a share in the assets of the defunct League of Nations and the Work- 
ing Capital Fund of the U.N.O. and have asked the Government of 
Pakistan to refund to them their share of contribution to the U.N.O., 
for the year 1948 paid by the Government of India on their behalf. 
That Government is being continuously reminded to refund the 
amount but no reply has yet been received. Further progress in 
the matter will be reported in due course. 

H. DAYAL, 
Joint Secretary. 

NEW DELHI; 
Dated the 17th December 1953. 



APPENDIX CILVIII 
S ta te r t  e n t  s b o w b g p a r d c u ~ a r s  of& s i t t i n e  of t h e  Publ ic  Accounts C o m m i t t e e  (1954-55) such a s  t h e  at tendance o f  Members ,  

sub jec t s  d i scussed  etc. 

Date Time 
No. of  Members in- 

Duration cluding the Chairman 
attending the meeting 

Business transacted 

23-3-1954 . IOA. M. to I P. M. . . 3 hrs. . . I3 C~ns idera t ion  of the Audit Report (Civil) 1952-Part I. 
26-7-1954 -. 10-30 A.M. to 1-10 P.M. . 2 hrs. 40 minutes . I 6 D3. 
27-7-54 . 10-30 A.M. to 1-15 P.M. . 2 hrs. 45 minutes . 15 Consideration of Exciequer Control over Public 

Expendituw. -l 
18-3-1954 . 19-33 A..M. to 1-30 P.M. . 3 hrs. . . C m i i d ~ r a t i o n  of (i) The Audit Report (Civil), 1952- OI 

1 $ 
Part I and (ii) Audit Report on the Accounts of 
D. V. C. for 1949-50 and 1950-51. . 19-8-1954 . ro A. M. to  1-10 P. M. . 3 hrs. 10 mts. . 14 C msideraticm of the Audit Report (Civil), 1952- 
Part I. 

204-1954, . 10-30 A. M. to 1-25 P. M. . 2 hrs. 55 mts. 12 Consideration of the Audit Report (Civil), 1952- 
Part I. 

2-1954 . KO A. M. to  12-30 P. M. . 2 hrs. 30 mts. . 1 5 Considxation of Audit Report (Civil), 1952-Part I. 
t6-10-1954 . 10 A. M. to  I P. M. . 3 hrs. . 13 Cmsideration of the Statement of Outstanding Recorn 

mendations. 
18-10-1954 . 10 A. M. t o  1-20 P. M. . f hrs. 20 mts. 13 Consideration of the Audit Report on  t h e  Accounts 

of the D. V. C. for 1950-51 and 1951-52. 
19-10-1954 . 10 A. M. to  1-25 P. M. . 3 hrs. 25 mts. . I3 Cmsideration of the Accounts of R. F. A. forthe period 

ended the  30th June, 1953. 
I) 

w-10-1954 . 10 A. hi. to 1-33 P. M . 3 hrs. 39 mts. . 13 Consideration of the Accounts of the I. F. C. for the 
period ended 30th June 1953 and the Report of the ia 
Enquiry Committee. , 





C msi4eration of Appropriation Accountg (Defena 
Services), 1951-52 and 1952-33 and Audlt Reports 
1953 & 1954, thereon respectively. 

Ditto. 

9-2-1955 , IOA. M. to I P. M. . . 3 hrs. . 

10-2-1955 , DO. 
11-2-1955 . 10 A. M. to 1-10 P. M .  

3 hrs. . 
. 3 hrs. rc?nts. 

. 3 hrs. . 

Considemtion of Audit Report on the Account of the 
I. F. C., 1953-54 & Report of the Enquiry Comnlttee. 

Consideration of the Appropriation Accounts (Defence 
Services), 1951-52 and 1952-53 & Audit Reports. 
I953 & 1954, thereon respectimdy. 

Consideration of statement showing actiw takm on the 
recommendations of the P.A.C. in their Ninth Rcport 

Consideratioo of Appropriation Accounts (Defence Sep 
vices) 1951-52 and 1952-53 Audit Reports Defence 
Services, 1953. and 1954. 

Cmside ration of Appropriation Accounts (civil), 1950- ' 
5 I axd Audit Report (Civil), rg5t-Parts I & I1 etc. 

. 2 hrs. 45 mts. 

. 2 hrs. 35 mts. 

I hr. . 

3 hrs. IS mts. Consideration of the Appropriation Accounts (Dafence 
Services), 1951-52 and 1952-53 and Audit Reports 
1953 and 1954, thereon, respectively etc. 

Ditto. 4-4-1955 . 11 A. M. to 12-30 P. M. 
11-4-1955 . 12 Noon to 1-30 P. M. 

. I hr. 30 rnts. . 

. I hr. 30 mts. . Consid eration of the Audit Report on the Accounts of 
D. V. C. for 1950-51 and 1951-52. 

C~nsideration of the statements showing action t b  
or proposed to be taken on the recomm~dations of 
the P. A. C. in their Ninth Report. 

Consideration of the statement showing action tak~n on 
the recommendations of the P. A. C. in their Ninth 
Report. 

Ditto. -, 
Consideration of Appropriation Accounts (Railw&), 

1951-52 and 1952-53 and Audit Reporto, thereon eff 
Ditto. 

3 hts. 10 mts. 

. 2 hrs. 10 mts. 

27-4-1955 . 10 A. M. to 11-50 A. M. . r hr. 50 rnts. . . I 8 
4-5-1955 . 10 A. M. to 1-05 P. M. . 3 hrs. 5 mts. . 13 

5-5-1955 . 10 A. M. ta 12-48 P. M. . 2 hrs. 48 mts. 10 






