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INTRODUCTION 

I, the Chairman of the Public Accounts Committee having been 
authorised by the Committee to present on their behalf present this 
Thirty-Seventh Repmt on the losses suffered by the Technical 
Institute at Paridabad and the share of the responsibility of the 
Indian Co-operative Union for these losses. 

2. In paras 58-60 of their 25th Report (1959-60) Volume I the 
Committee had commented upon the losses suffered by the 
Faridabad Development Board in running a Technical Institute and 
small scale factories with a view to rehabilitate displaced persons 
from the North West Frontier Province [Para 35 of Audit Report 
(Civil) 1958.1 The Institute and the factories were run by the Indian 
Co-operative Union in their earlier stages till they were taken over 
by the Faridabad Development Board. On the basis of the evidence 
laced before them the Committee criticised the Government for 

Kaving allowed the Union to walk away without any financial 
responsibility for the loss. The Union represented to the Minister 
of Rehabilitation in writing with a copy to the Committee on ihe 
16th September, 1960 that a wrong and unfair impression about the 
performance of the Union at Faridabad had been given to the Com- 
mittee which led to the criticism of the Union by the Committee. 
The comments of the Ministry of Rehabilitation and of Audit were 
ccalled for on the various points raised by the Union. The Committee 
exalnined this case at their sitting held on the 21st March, 1961. 

3. A brief record of the proceedings of the sittings of the Commit- 
tee has been maintained and forms part of the Report (Part 11). 

4. The Committee considered and approved this Report at their 
sitting held on the 24th April, 1961. 

5. The Committee place on record their appreciation of the 
assistance rendered to them in their examination of this case by the 
Comptroller and Auditor General of India. 

NEW DELHI; UPENDRANATH BARMAN, 
Dated the 27th April, 1961 
VdCsakha 7, 1883(Saka)  

Chairman* 
Public Accounts Committee. 

-The Report was passed by the Committee at their sitting held on the 24th A@, 
1961. In the absence of Shri Upendmath Bannan, Cha*, P.A.C., SM Sumch 
Mohrn Ghose was chosen to act as Chainnan for that slttmg in tonne of sub-rule (3) of 
Rule 258 of the Rules of Procedure and Conductbof Business in Lok Sabha. 



Faridabad Development Board-Loss in the Workhg of the Techni- 
cal Institute and the share of the Wpodbfl ity of the I.C.U. 
for such losses--para 35 of Audit Report (Civil), 1958. 

In  paras 58-60 0' their 25th Report, the Public Accounts Commit- 
tee (1959-60) had commented upon the losses i n c u r r d  in running 
the Technical Institute in Faridabad. Briefly stated, the facts of 
the  case as place4 before the Committee were that the Faridabad 
Development Board had during the period 1949 to 1952 advanced a 
sum of Rs. 24 lakhs to the Indian Co-operative Union (which was 
set up in 1948) as loan for organizing small scale industries in 
Faridabad to provide work for the displaced persons from the North 
West F'rcntier Province. A training centre was also opened by the 
Union. The training centre was taken over by the Board in March, 
1950 and was renamed Technical Institute. Subsequently from 
1st October, 1952 it was treated as a Commercial Department. 

2. The small scale industries started by the Union were also taken 
over by the Board in March, 1953. These factories were run for a 
time as "co-operative industries" and later merged with the 
'Technical Institute in July, 1954. As the Institute was running at 
a heavy loss, the textile and other units were disposed of in January 
1955 and October 1956 respectively. The final accounts of the Insti- 
tute as  on 30th June. 1957 revealed a total loss of Rs. 26.32 lakhs, as 
shown below: 

Rs. 
( i )  Working loss prior to the dete it was treated as 

a Commercial Department (March 1950 to 
30-9-1952) 3,11.750 

(ii) Working loss in runnin the factories during 
the period from 1-10-1 # 52 to date of disposal. 16,31?,048 

(iii) LOSS on the disposal of the assets. 6,82,115 

3. According to Audit, the major reasons for the above losses 
were that the factories were taken over in March, 1953, from the 
I.C.U. $ithout detailed examination. The assets, raw materials, 
finished products and waste and by-products were transferred at 
book value and not on their condition, market-value and possible 
future use. Lack of proper development programme and delay in 
th,e disposal of the assets of the industries, which did not go into 
production, also resulted in deterioration of the assets. Neither pro- 
per accounts were maintained in the case of many factories nor 
effective control exercised over them. 

4. The Committee of 1959-60 were given to understand in the course of evidence that no proper accounts-were maintained by the  



I.C.U. till 1953 and when the Boardl took over the factories from the 
Union, the accounts were in a chaotic condition. The Board had to 
reconstruct the accounts of all the different units. No security was 
taken from the Union by the Board, nor was there any representa- 
tive of the Government or of the Board on the management of the 
Union. No enquiry was also held for ascertaining the reasons for 
the heavy losses with a view to fixing the share of the Union's res- 
ponsibility therefor. 

The Committee, therefore, observed in para 59 of their 25th 
Report, Vol. I, presented to Parliament on the 28th March 1960 that 
"when the Board took over the administration, the Union was allow- 
ed to walk out without any financial loss" and suggested in para 
60 ibid that "an enquiry into this case should be made and the respon- 
sibility for the losses fixed." 

5. The Indian Co-operative Union represented to the Minister of 
Rehabilitation in writing with a copy to the Committee on the 16th 
September, 1960 that a wrong and unfair impression about the per- 
fornmnce of the Union at Faridabad had been given to the Com- 
mittee which had led to the criticism of the Union by the Committee. 
The comments of the Ministry of Rehabilitation and of Audit were 
called for on the points raised by the Union. The Committee also 
took oral evidence of the representative of the Union and of the 
Secretary of the Ministry on the 21st March. 1961. 

According to the Ministry of Rehabilitation the total loss incur- 
red by the Technical Institute upto October, 1956, was about Rs. 31 
lakhs which included Rs. 4.89 lakhs written off as loss in the loan 
account of the Union. The Union had incurred the loss of Rs. 4.89 
lakhs in running the Institute and the other industries when it 
handed over the industries to the Fnridabad Development Board. 
The break-up of this loss of Rs. 4-89 lakhs was (i) loss of Rs. 2:15 
lakhs shown in the Union's balance sheet for the year ending 30th 
June, 1953 and (ii) Rs. 2-74 lakhs being preliminary expenses on the 
setting up of the industries. The value of the assets including the 
finished goods and raw materials was assessed at about Rs. 12 lakhs 
(viz .  fixed assets etc. Rs. 10: 26 lakhs, finished goods Rs. 1 76 l ~ k h s )  . 
They were sold during 1954 to 1956 for Rs. 6 lakhs only resulting 
in a further loss of Rs. 6 lakhs. 

6. The General Secretary of the I.C.U. informed the Committee 
that the fixed assets were taken over by the Board from the Union at 
their depreciated book value. The finished goods and raw materials 
were transferred at the market value as shown in the Balanpe Sheet 
by its auditors. Therefore, if there was any capital loss in their 
sale, i t  should have been due to deterioration in their condition after 
their transfer to the Board. The Secretary of the Ministry admitted: 
that there might have been some deterioration in the condition of 
the various assets when the assets were under the control of the 
Board prior to their disposal during the period 1954 to 1956. The 
responsibility for the loss of Rs. 6 lakhs could not, therefore, be laid 
wholly at the doors of the Union. He added that irrespective of the 
condition of the assets, loss in their sale was inevitable a s  one of the 
conditions of the sale w,as that the purchaser should also take over 



the employee displaced persons and offer further employment to dis- 
placed persons only. Frequent labour trouble and the unf avour able 
law and order situation made Lhe purchasers shy. 

7. As regards the unsatisfactory state of accounts maintained by 
the Union, it was stated by the representative of the Union that 
it was not correct to describe the condition of accounts of the Union 
as 'chaotic'. The Union was set up in 1948 and its accounts had been 
audited regularly every year since then by a firm of Chartered 
Accountants. The special Audit Party deputed by the Government 
for settlement of the accounts in 1953-54 did not also make any com- 
plaint that the Union's accounts were in a chaotic condition. The 
CommiMee were, however, given to understand that the auditors 
of the Union had remarked on the accounts of the Union for 1951-52 
that 'there was absence of an effective control and internal check in 
all the Departments' of the Industries started by the Union. When 
the attention of the General Secretary of the Union was drawn to 
these remarks, it was admitted by him that though the Union did 
maintain some accounts and statutory audit had been conducted by 
the auditors, the Union had not been able to maintain accounts pro- 
perly and some shortcomings in procedure were no doubt pointed 
out. ALl the accounts and relevant books had in fact been examin- 
ed by the Special Audit Party deputed by the Government from 1954 
to 1956. It  was on the basis of that examination that the Govern- 
ment finally settled the account with the Union. 

8. Explaining the background under which small scale industries 
were started by the Union and the reasons for the losses, the General 
Secretary of the I.C.U. stated that the Faridabad Development 
Board sought the help of the Union in the rehabilitation of about 
5000 displaced families, who had no work and were living on cash 
doles, and to train them in certain industries as to make them self- 
supporting. As these displaced persons were unskilled, it was not 
possible to run these industries on commercial lines and, therefore, 
some losses were inevitable. Out of the total loss of Rs. 4.89 lakhs 
suffered by the Union, Rs. 1.52 lakhs represented interest charges 
on the sum of Rs. 24 lakhs advanced to the Union by the Board, 
which had been treated as an interest-bearing loan to the Union. 
The setting up of these industries saved the Government from the 
expenditure on cash doles earlier being paid to these displaced per- 
sons. With the non-payment of cash doles to these displaced per- 
sons, wages were paid to them and they had to be paid even when 
there was no work during the period of slump in 1952. 

It was also contended on behalf of the Union that it (the Union) 
was not a contractor who started the industries with the idea of 
making financial gains at Faridab~d. It functioned as a special 
agehcy of the Faridabad Development Board and assisted the Board 
in implementing their programmes. The Ministry agreed that the 
statement made by the Union wus substantially correct. 

9. As regards the observation that there was no representative 
either of the Government or of the B w d  on the management of the 
Union, It was stated by the Union that as provided in the by-laws uf 



the  Union, during 1949-50 and 1950-51, the first two  years of its estal- 
lishment, the composition of  t he  entire Board o f  management of the 
Union was determined by the Government. I t  was, however, urged 
b y  the Ministry that though in  1949-50 and 1950-51 the  Board ol 
management or the I.C.U. and the Faridabad Development Board 
had some common members and officers, the Board had not taken 
any formal obligation for the ucts of  t he  I.C.U, which functioned as 
an autonomous body. The  Secretary o f  the Ministry added in exten- 
uation that as only a f e w  persons were prepared to come forward 
and take responsibility for dealing w i t h  the  refugee problem, the 
same persons happened to  be appointed on  the Board ot the Fwida- 
bad Development Board and on the Board of  t he  Union. But  these 
persons acted i n  their individual capacity on t h e  Board of the Union 
and not as nominees o f  the Faridabad Development Board. 

10. Having acquiesced i n  tlhe position that the Union acted only 
as a special agency of the Faridabad Development Board, i t  is ,not 
clear to  the Committee, how the Ministry could plead that the Bourd 
had not taken any formal obligation for the  acts of the U n i w .  Nor 
do the Committee appreciate w h y  their respective responsibilities 
had not been clearly defined for proper control and supervzsion. The  
Boards of Management of the Union and of the  Faridabad Develop- 
ment Board had some common members. In tmhe Committee's opinion 
it  should have been proper to  nominate these common members as 
the representatives o f  the Board on  the Union so as to  facilitate better 
co-ordination and control. 

11. The  Committee regret to observe that all the relevant iq~for- 
mation had not been placed before the Committee by  the Ministry 
when this matter was examined at their sitting held o n  the 3rd 
December, 1959 From the fresh facts now placed before them,  t he  
Committee find that out o f  the  total loss of Rs. 26'32 lakhs incurred 
i n  running t he  Technical Institute and other industries upto October, 
1956, a major part of the loss occurred after the transfer of the assets 
by the Union i n  1953. T h e  I.C.U. was responsible for a revenue loss 
of Rs. 4.89 lakhs only. As  for the capital loss of Rs. 6 lakhs, the  
Committee do not see how far the I.C.U. could be held responsible 
therefor when  the assets and the raw ma te~ ia l s  were taken  over by  
the Board f rom the Union at the t ime o f  tsansfer, after due scrutiny. 
Further, according to  the Ministry, because of the  special circums- 
tances under which the Union came t o  the assistance of the Faridabad 
Development Board, the Board had decided to  take over the  assets 
at their book assessed value and the Ministry also absolved the  Union 
on the 30th August ,  1956, o f  all further liabilities. I n  these circums- 
tances i d  will be d i ~ i c u l t  to apportion any share of the  responsibility 
to the Union for the  loss o f  Rs. 6 lakhs i n  the disposal of the assets 
and raw materials. The  Committee in their 25th Report (Secpnd 
Lolc Sabha) had suggested an enquiry by the  Ministry for apportzon- 
ing the responsibility for the  loss. According t o  the  Secretary of the 
Ministry no  inquiry had been made so far as no  experienced officer 
was available. Most of the persons concerned were no longer i n  
service. T h e  Committee were not satisfied w i t h  this explanation. 
In reply to  a question the  Secretary admitted that such an  jnquir3 
should have been held 'by Government of  their o w n  accord inrme- 
diatcly after these losses came to  their notice. From the new  facts 



that were brought t o  notice, anmentirely different picture has emerged. 
The Committee, therefore, doubt whether any useful purpose will 
be served by  conducting an enquiry at this stage. 

The  Committee would, however, like to emphasise f o ~  future guid- 
ance that when  any enquiry is recommended i t  should be considered 
by  Government and action taken expeditiously. 

NEW DELHI; U P E N D R A N A T H  BARMAN, 
The  27th April, 1961 -- Chairman, 
Vaisakha 7,8(Saka) Public Accau~tts Committee 
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Fatidabad Development Board-Losses in the Working of the 
Tecbnid Institute and the share of responsibility of 1,C.U. for 
these losses-paras 58-60 of 25th Report, 1959-60, Vol. I- 

13. In paras 58-60 of their 25th Report (1950--60) Vol. I, the Com- 
mittee had commented upon the losses suffered by the Faridabad 
Development Board on some small scale factories run at the Board's 
instance by the Indian Co-operative Union during the period from 
1949 till February, 1953 and then taken over by the Board and 
merged with the Technical Institute at Faridabad (The hal 
accounts of the Technical Institute as on 28th February, 1959 had 
disclosed a loss of Rs. 26'20 lakhs). The I.C.U. represented to the 
Committee on 16th September, 1960 that a wrong and unfair impres- 
sion about the performance of the Union at Faridabad had been 
given to the Committee which led to the criticism of the Union by 
the Committee. The comments of the Ministry of Rehabilitation and 
of the Audit were called for on the various points raised by the 
Union. It was also decidsed to take oral evidence of the representa- 
tives of the Union and the Ministry before a conclusion was reached. 

14. According to the Union a loss of Rs. 4.89 lakhs only was 
incurred upto February, 1953 when the co-operatfve industries were 
under the management of the Union. The Ministry of Rehabilita- 
tion had, however, stated that the loss on these industries during this 
period was Rs. 10.89 lakhs, comprising of Rs. 2; 15 l a b s  being the 
loss shown in the balance sheet for the year ending 30th June, 1953, 
Rs. 2:74 lakhs being preliminary expenses and loss of Rs. 6 lakhs 
on the sale of assets of industries taken over from the Union. 

The Secretary of the Ministry informed the Committee that the 
loss of Rs. 26.20 lakhs referred to above was exclusive of the loss of 
Rs. 4:89 lakhs already suffered by the Union when the industries 
were handed over to the Board. There was a further loss of Rs. 6 
lakhs as a result of the sale of these industries. The fixed assets 
etc. had been taken over by the Board from the Union at the depre- 
ciated book-value of Rs. 10:26 lakhs. Besides these there were 
finished goods and raw materials worth Rs. 1-76 lakhs*. Both types 
of assets were, however, sold together in respect of each industry 
during the period 1954--56. The amount realised was Rs. 6 lakhs 
only. 

In reply to a question it was admitted that there might have 
been some deterioration in the condition of these assets during the 

riod 1953 to 1956 when the assets were under the control of the E ard and, therefore, the loss of Rs. 6 lakhs could not be ascribc'd 
wholly to the Union. 

The Committee were also informed that the possible deteriora- 
tion in the condition of assets apart, the loss on the sale of the assets 
was inevitable in 1954 to 1956, as very few persons were willing to 

-.-- --7 

CThese assets, accordin to the Union's representative, were taken ? t  thoit value 
ahown in the Balance Sheet &ich represented the market value thereof. 



purchase them on the prescribed conditions that on1 displaced E persons should be employed and all the workers wor ing in an 
industry would have to be taken over by the purchaser. The law 
and order situation and the labour relations were also unfavourable 
at Faridabad. 

15. Asked why the assets had been taken over from the Union 
at the book-value instead of at the market value, the Secretary of 
the Ministry stated that the Board did not want to treat the Union 
as a contractor. 

16. Explaining the circumstances under which the Union started 
these industries at Faxidabad, and the reasons for the losses suffer- 
ed b them the General Secretary of the Union stated that the 
F'ariLbad Development Board had asked the Union to assist them in 
the rehabilitation of about 5000* displaced families, who had no work 
and were living on cash doles of Rs. 60 per family. These people 
were formerly shop-keepers and money-landers who were not accus- 
tomed to manual labour. I t  was the intention to train them in 
certain industries in order to make them self-support- 
ing. In these circumstances it was not possible to 
run these industries on colmmercial lines and, therefore, 
some losses were inevitable. Even out of the total loss, 
of Rs. 4'89 lakhs suffered by the Union, Rs. 1: 52 lakhs represented 
interest charges on the sum of Rs. 24 lakhs advanced to the Union 
by the Board which had been treated as a loan to the Union. I t  was 
added that as the cash doles had been stopped to these displaced per- 
sons, wages had to be paid to them even when they were idle for 
want of work during the period of slump in 1952. The setting up of 
these industries, however, saved the Government from considerable 
expenditure on cash doles to these displaced persons. The Secretary 
of the Ministry also admitted that in their letter No. 5(21) 156-I.&T. 
dated the 30th August, 1956, the Ministry had absolved the Union 
from any further liability in respect of the loan amount. 

17. The Committee then pointed out that according to the evi- 
dence of the Secretary of the Ministry before the P.A.C. (1959-60), 
the accounts of the Union were in a chaotic condition. The Ministry 
had also pointed out that even according to the Audit Report of the 
Auditors of the Union on accounts of the Union for 1951-52 there was 
neither effective control nor any internal check in all the Depart- 
ments of the industries started by the Union. The General Secret- 
ary of the Union explained to the Committee that while it was true 
that the auditors of the Union had pointed out the absence of an 
effective control and internal check, the Union had maintained some . accounts which had also been audited by qualified, auditors. He 
added that all the accounts and relevant books had also been examin- 
ed by the Special Audit Party deputed by the Government from 
1954 to 1956 before the final settlement of the loan accounts with the 
Board. -- - - 

*Note : In their written representation to the Committee, the Union had stated 
that 800 persons were trained and provided employment m the Co-opera- 
tive industries. 



18. The Committee then referred to the statement by the Ministry 
that in 1949-50 and 1950-51 the Board of Management of the I.C.U. 
and the Faridabad Development Board had some common members 
and oficers and enquired the purpose of having such common mem- 
bers, if, as stated by the Ministry, the Board had not taken any for- 
mal obligation for the acts of the Union which functioned as an auto- 
nomous body. The Secretary d the Ministry explained that as only 
a few persons were willing to take the responsibility of dealing with 
various refugee problems, the same persons happened to be appoint- 
ed on the Board of Management of the Faridabad Development 
Board and on the Board of the I.C.U. But these persons acted in 
their individual capacity on the Board of the Union and not as nomi- 
nees of the Faridabad Development Board. 

Asked what checks were exercised by the Board to satisfy them- 
selves that the loan sanctioned by the Board was properly utilised 
by the Union, the Secretary of the Ministry stated that the sum of 
Rs. 24 lakhs was advanced to the Union from time to time from 
1949 to 1952. These loans were based on periodical reviews by the 
Board of the demands and progress reports submitted by the Union. 
I t  was, however, admitted that no systematic procedure was followed 
by the Board for proper scrutiny of accounts and activities of the 
Union. 

19. In reply to a question as to what action had been taken on 
the suggestion of the Committee (1959-60) to hold an enquiry for 
the losses suffered in this case, the Secretary of the Ministry stated 
that initially there was some difficulty in securing the services of a 
suitable officer to undertake this work. However, the Ministry of 
Finance had since nominated an officer to undertake this work. 
In reply to a further question whether in view of the facts now 
brought to the notice of the Committee, any useful purpose would 
be served by holding such an enquiry at this late stage, the Secre- 
tary of the Ministry stated that in his view it was difficult a t  this 
stage to fix the responsibility for the loss. Further, most of the 
persons concerned had already retired or left the service and as such 
it was doubtful whether such an enquiry could be of any practical 
use now. He, however, admitted that such an enquiry should have 
been held by the Ministry of their own accord immediately after 
these losses came to their notice. 

20. The Committee then adjourned sine die. 



PROCEEDINGS OF THE FORTY-SEVENTH SITTING OF THE 
PUBLIC ACCOUNTS COMMITTEE HELD ON MONDAY, THE 

24TH APRIL, 1961 
21. The Committee sat from 15.00 to 17.00 hours. 

PRESENT 
Shri Surendra Mohan Ghost-Chairman. 

MEMBERS 
2. Shri G. K. Manay 
3. ShrimBaishnab Charan Mullick 
4. Shri Purushottamdas R. Pate1 
5 .  Shri Radha Raman 
6. Dr. N. C. Samantsinhar 
7. Shri Jashaud Singh Bisht 
8. Shri Mulka Govinda Reddy 
9. Shri Jaswant Singh 

Shri G. S. Rau, Addl. Dy. C. & A. G. 
Shri P. V. R. Rao, Accountant General, Central Revenues. 
Shri P. K. Rao, Director of Audit, F.R.S.C.S. & M. 
Shri P. K. Sen, Director of Commercial Audit. 

Shri V. Subramanian, Deputy Secretary. 
Shri Y. P. Passi, Under Secretary. 

22. In the absence of Shri Upendranath Barman, Chairman, Pub- 
lic Accounts Committee, the Members of the Committee present 
chose Shri Surendra Mohan Ghose to act as Chairman for the sitting 
of the Committee in accordance with Rule 258(3) of the Rules of 
Procedure and Conduct of Business in Lok Sabha. 
Draft 37th Report of the P A C .  on the losses suffered by the Tech- 

nical Institute at Faridabad and the share of the responsibility of 
the Indian Co-operative Union for such losses- 

23. The Committee considered and approved the above-mentioned 
Report subject to certain modifications here and there. 
Revising the form of the Appropriation Accounts of the Central 

Government with a view to reducing its size-Memorandum . No. VIII- 
24. In  a note (Annexure to Appendix) submitted to the P.A.C. 

the C. & A.G. had stressed the need for simplification of the Appro- 
priation Accounts with a view to reducing its size so that these could 



be presented in a handy and intelligible manner. With this end in 
view he had suggested that the Appropriation Accounts should be 
prepared by Groupheads instead of shq,wing the details thereof by 
primary units of Appropriation. The Committee approved the sug- 
gestions made by the C. & A.G. in his note. 
Laying of Audit Reports on the Accounts of the Central Universities 

on the Table of the House-Memorandum No. V- 
25. The Committee took up consideration of the above memo- 

randum and after some deliberation decided to consider the matter 
in greater detail at their next sitting to be held on Tursday, the 27th 
April, 1961. 

26. The Committee then adjourned till 16.00 hours on 27th April, 
1961. 



PROCEEDINGS OF THE FORTY-EIGHTH SITTING OF THE' 
PUBLIC ACCOUNTS COMMITTEE HELD ON THURSDAY THE- 
27TH APRIL, 1961. 

27. The Committee sat from 16.00 to 17.00 hours. 
PRESENT 

Shri Surendra Mohan Ghose-Chairman * 

Shri Rohan La1 Chaturvedi 
Shri S. A. Matin 
Shri Baishnab Charan Mullick 
Shri Purushottamdas R. Patel 
Shri Radha Raman 
Dr. N. C. Samantsinhar 
Pandit Dwarka Nath Tiwary 
Shri Jashaud Singh Bisht 
Shri V. C. Kesava Rao 
Shri Mulka Govinda Reddy 
Shri Jaswant Singh. 

Shri A. K. Roy, Comptroller & Audioor General of India. 
Shri G. S. Rau, Addl. Dy. Comptroller & Auditor General. 
Shri P. V. R. Rao, Accountant General, Central Revenues 

Shri V. Subramanian-Deputy Secretary. 
Shri Y. P. Passi-Under Secretary. 

28. In the absence of Shri Upendranath Barman, Chairman, 
Public Accounts Committee, the Members of the Committee present 
chose Shri Surendra Mohan Ghose to act as Chairman for the sitting 
of the Committee in accordance with Rule 258 (3) of the Rules of 
Procedure and Conduct of Business in Lok Sabhe. 

Thirty-seventh Report of the P.A.C. on the losses suffered by the 
Technical Institute at Faridabad and the share of the mponsi- 
bility of the Indian Co-operative Union for such lossero. 

29, The Committee authorised the Chairman to present the above 
mentioned Report to Lok Sabha. They also authorised Shri Mulka 
Govinda Reddy to lay a copy of the Report on the Table of Rajya 
Sabha. 



Laying of Audit Reports on the Accounts of Centra! Universities 
before Parliament-Memorandum No. V. 

30. The Committee resumed consideration of the above Memo- 
r a d u r n  

The consensus of opinion in the Committee was that as  these 
Universities were who!ly financed from the Consolidated Fund of 
India, i t  was but proper that, in deference to the long-standing desire 
of the Public Accounts Committee and the repeated assurances given 
by Government pursuant thereto, Audit Reports on the Accounts 
,of these Universities should be laid before Parliament. 

The C. & A.G. was of !he opinion that technicadly, the Univer- 
sities stood on the same Sooting as other autonomous organisations 
receiving grants-in-aid from the Cen:ral Governmen:. According 
to the existing arrangemenrl; the. accounts of all the statutory bodies 
were not prisented to Parliament. Financial lapses or other irregu- 
larities detected in the course of audit of their Accounts were, how- 
eve r ,  included in the conventional Audit Report. The same 
procedure could b3 followed in the case of Central Universities also, 
and financial lapses and irregularities in the disbursement of grants 
given to them brought to the notice of Pari a~ment through the con- 
ven.ional Audit Report. This, in his opinion, would to a large extent 
meet the purposes of the P.A.Cs. recommendation. 

.After some deliberation, the Committee decided to leave the 
matter to the next Committee. 

Vabdict ory References 

31. Before the Ccr1.i-:,.ttee adjourned, a message from the Chair- 
man P.A.C. conveying his thanks to the Members for  their coopera- 
tion and to the C. 8r A.G. for his assistance aind his appreciation of 
the good work done b!7 the Secretariat of the Committee was read 
by the acting Chairman. Similar appreciative references for the 
assistance rendered bv the C & A.G. and the work done by the 
Secretariat were made by the acting Chairman and other Members 
;of the Committ. 

32. The Committee then adjourned sine die. 



APPENDIX 

LOK SABHA SECRETARIAT 

MEMORANDUM NO. VIII 

Committee on Public Accounts 
S u ~ ~ ~ c ~ : - R e f l i s i n g  the form of the Appropriation Accounts of the 

Central Gwernment with a view to reducing its site. 

A note prepared by the Comptroller and Auditor General of 
India on the subject cited above is circulated herewith (Annexure). 

The question for consideration is whether the Appropriation 
Accounts so revised would meet the objectives of Parliamentary 
financial control. These olbjectives, as stated in para 3 of the Comp- 
troller and Auditor General's note, are:- 

( i )  whether Government's control over expenditure has been 
adequate; 

(ii) whether money intended for one purpose has been 
diverted to another; 

(iii) whether there has been undue and unjustified savings; 
(iv) whether there has been excess expenditure on objects in 

which Parliament wanted economy, etc. 

For fulfilling he objectives mentioned at (i) and (iii) above, the 
examinatiorl by the Public Accounts Committee has to be of a 
broad and general nature. For this purpose, the Appropriation 
Accounts under Group Heads would serve the purpose. 

The purpose as at (ii) above is served by the presentation in 
the Audit Reports of the results of Audit scrutiny into classifica- 
tion of expenditure and the reappropriation of funds. It has been 
stated in para 9 of the C. ti A.G.'s note that a s  Appropriation Audit 
would continue to be exercised on the basis of primary units of 
Appropriation, it would be possible to report irregular reappropria- 
tions, etc. in the Appropriation Accounts for purposes of Rule 
308(2) (c )  of the Rules of Procedure and Conduct of Business in 
Lok Sabha. Likewise, expenditure, if any, incurred outside the 
scope of a Demand will not go unnoticed by Audit. 

As regards the objective mentioned at (iv) above, what is re- 
quired is a Report to Parliament by Audit after a close and detailed 
audit of the Accounts and examination of the explanations given by 



the Executive Authorities. Notes in the Appropriation Accounfs or  
paragraphs in the conventional Audit Reports as given heretofore 
wauld serve that purpose. 

In view of the position stated above, the proposed revision of 
the form of Appropriation Accounts is not likely to decrease its 
usefu1ne.s.s to the l b l i c  Accounts Committee. The suggestion of 
the C. & A.G, to condense the Appropriation Accounts by confining 
them to Group Heads (instead of the various Units of the Appro- 
priation as shown in the Book of Demands) would not, it appears, 
interfere in any way with the financial control exercised by Parlia- 
ment through the Public Accounts Committee. In the context of 
the enormous increase in Governmental expenditure, such a simpli- 
fication would enable Members to comprehend better the mass of 
information supplied through the Budget papers. 

The suggestion d the Comptroller & Auditor General is, there- . 
fore, placed before the Committee for consideration and approval. 

[F. NO. 8 (5) -PAC/60-Vol. 11 
NEW DELHI; 

Dated the 10th April, 1961. 
Chaitra 20, 1883 -aka).- 



ANNEXURE 

Note for Public Accounts Committee by the Comptroller & Auditor 
General of India 

The question of presenting the Appropriation ~ c c o u k t s  in a 
handy and intelligible manner has been engaging the attention of 
the Comptroller & Auditor General for some time. The present form 
of Appropriation Accounts was devised quite some years ago at a 
time when the,expenditure of Government as well as the various 
purposes for which it was incurred weke more or less stabilized. In 
the last ten years, however, the activities of Government have in- 
creased enormously; this has led not only to an increase in the 
quantum of expenditure but also to the variety of heads of account 
under which it is booked. One other evidence of this increased 
activity is in the increased transactions with foreign Governments 
and Organisations, for example, material and equipment under the 
T. C. A. programme and assistance from various foreign countries 
under the Colombo Plan, Ford Foundations etc. 

2. The result has been that the annual Appropriation Accounts, 
which for 1950-51 was a document of 700 printed pages, has grown to 
an enormous volume of 1400 pages for the year 1958-59. If mere in- 
crease in bulk had added to the usefulness of the publication, there 
would be little to say against it. What has actually happened however, 
is that we have gone on according to the old methods; and so great is 
the mass of details given in the Appropriation Accounts that it is 
literally true to say that one cannot see the wood for the trees. 

3. The objedive of the Appropriation Accounts should not be 
merely to present certain figures according to a pattern established a 
quarter of a century ago. It should be so designed that Parliament 
and the P.A.C. can, without wasting their time on petty and irre- 
levant detail, judge for themselves whether Government's control 
over expenditure has been adequate; whether money intended for 
one purpose has been diverted to another; whether there has been 
undue and unjustified savings; whether there has been excess ex- 
penditure on objects on which Parliament wanted economy etc. 
While it is possible that all this information is contained in the pre- 
sent Appropriation Accounts, it would also be correct to say that its 
very size takes away from the interest it would otherwise create in 
the minds of the Public Accounts Committee. Indeed, because of 
the "unduly voluminous and complicated" nature of the Appropria- 
ti& Accounts & Audit Reports, the practice of preparing a Memo- 
randum of Important Points for the information of the Public 
Accounts Committee was started in 1947 at the suggestion of the 
then Finance Secretary. 

4. At prhsent, the Appropriation Accounts follow from the 
annuar Budget. In the annual Budget, the expenditure is distri- 



buted under the primary units as laid down in Rule 7 of the Book of 
Financial Powers. The Appropriation Accounts thus proceed to 
examine the control of expenditure under each of these primary 
units and to obtain explanations for variations from the Adrninistra- 
tion concerned. This means, that the Accounts Offices have to 
obtain explanations from the Administration in respect of minute 
details such as: "Pay of Officers"; "Pay of Establishment"; "Allow- 
ances, Honoraria," etc. While maintenance of accounts in such de- 
tail is perhaps necessary, the collection of reasons for small varia- 
tions hardly served the basic purpose of the Appropriation Accounts, 
vir., of furnishing Parliament with the information mentioned above 
on the standards of financial administration by the Executive Crov- 
ernment. 

5 .  The publications of the Appropriation Accounts in such detail 
for the Central Government seem, in any case, wholly unnecessary. 
Indeed, quite a number of States have so modified the form of the- 
Budget that it has resulted in reducing the size and increasing the. 
usefulness of the Appropriation Accounts. Some of these measures 
are as follows:-- 

Bombay.-The primary units of appropriation, Pay of Offlcers, 
Pay of Establishment, Contingencies, etc. are not adopted as sub- 
heads for the purpose of Appropriation Accounts. The A~:propria- 
tion Accounts are prepared by sub-heads which are usually minor 
heads or sub-divisions of mincr heads. In the case of some grants, 
they indicate the administrative divisions of the Department which 
are sanctioned as minor heads and in some other cases, they indi- 
cate either the schemes or project. 

Uttar Prndesh.-The developmental schemes are shown as a Minor 
Head under each Grant and no details by primary units are given. 

West BengaL-The expenditure is distributed by primary units 
only where the total expenditure under a minor head is Rs. 5 lakhs 
or more. 

Madhya Prades1t.-Each developmental scheme involving cx- 
penditure not exceeding Rs. 5 lakhs is treated as a primary unit 
for the purposes of Appropriation Accounts. 

Punjab & Mysore.-Each scheme is treated as a primary unit and 
the total expenditure shown against it. 

Rajasthall.-.-The expenditure is shown under primary units c ~ l y  
when the total provision under a subhead is Rs. 2 lakh or more. 

Blhar.-The expenditure is shown under primary units only when 
the tctal provision under a sub-head is Rs. 1 lakh or moge. 

6 .  What is now proposed is that the Appropriation ~ G 0 u n t . s  
should be presented under Group Heads. These Accounts may in 



futuce give the total Grant, actual expenditure and saving and ex- 
cess $or each Group Head in the Appropriation Accounts instead of. 
showing the details there%f by primary units e.g.- 

1960-61 
Demand No. 22-Customs 

A,--Diretcion. Final Grant. Actual Excess/Savings 
0 
R 
S 

B--Sea Customs Charges at 
the.Ports. 

0 
R 
S 

Demand No. 39-Agricultural 
Research 

A 2--Subordinate and Expert 
Staff. 

Only broad explanations will be given in the Appropriation: 
Accounts, for the variations under the Group Heads. 

7. If this proposal is accepted, it should be pcssible to reduce the: 
size of the Appropriation Accounts without impairing its usefulness. 
The accounts so presented will indeed be more iuteliigible, Iacts 
will be more easily accessible and it should be possible to make an 
intelligent study and a correct application cf those aspects of Parlia- 
mentary control which the Appropriation Accounts are expected to. 
assist in formulating. There would also be an appreciable reduction. 
in the enormous amount of work that gces on not only in the 
Accounts Offices but also in th'e Administrative Offices for the pre- 
paration of the Appropriation Accounts. It should also be possible 
to reduce the ccst of printing and of paper which is at present Rs. 30. 
per volume and which will soon he more if expenditure increases 
further. 

8. This proposal which is only a first step towards simplifying the. 
resentatim of Accounts, js by no means, new or revolutionary. It 
s indeed being follcwed even today in respect of Central grants f 

pwtaining to Capital expenditure of the Central Government and 
in respect of grants to State Governments. It is only in other cases, 
primary units are given e x s p t  that in respect of schemes, a uniform 
procedure does not appear to be followed. 

9! I t  may be added that while the published Apprcpriatiom 
Accounts will give explanations of variations only by Group Heads 



it is not intended that the Appropriation Registers maintained in the 
Audit Ofices today should undergo any change. In other words, 
expenditure will continue to be booked qnder each primary unit of 
appropriation, but explanations will be called only for variations 
under Group Heads. I t  will, therefore, be possible for the Finance 
Ministry to obtain in any particular case, if they so desire, the exact 
figures of appropriation against a particular primary unit of expen- 
diture. Further, on the basis of these Registers Appropriatim Audit 
will continue to be conducted as at present and irregulax re-appro- 
priations etc, will be reported in the Appropriation Accounts for 

.purposes of Rule 308(2) (c) cf the Rules of Procedure and Conduct 
of Business in Lok Sabha. 

10. The approval of the Public Accounts Committee,is sought to 
the proposal contained in para 7 above. It is hoped that, if the pro- 
posal is agreed t c  immediately, it will be possible to give at least 
partial effect to them in the Appropriation Accounts for 1959-60. 
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