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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, do present 
on their behalf this Thirty-Ninth Report on the Appropriation A* 
counts (Civil), 1962-63 and Audit Report (Civil), 1964 in so far as 
they relate to the Ministries of Finance, Rehabilitation, Steel and 
Mines (Departments of Iron & Steel and Mines & Metals) and 
Works & Housing and general chapters relating to Appropriation 
Audit and Control over Expenditure, Grants-in-aid etc, and Audit 
Report (Commercial), 1964 relating to the Ministries of Finance 
and Works & Housing., 

2. The Appropriation &counts (C~vi l ) ,  1962-63, Audit Report 
(Civil), 1964 and Audit Rrport (Commercial), 19G4 were laid on 
the Table of the Huuse on the 1 l th March, 1964. Tne Committee 
examined thesc at t h c ~ r  sittings ! ~ l d  on th2  20th, 21st, 27th, 29th, 
and 30th January and 17th and 19!h February, 1965. A brief record 
of the p roce~d~ngs  of each sitting forms part of the Report (Part 11).* 

3. Thc Committee considcrcd and finalised the Report at their 
sitting held on the 22nd April, 1965. 

4. A statement showing the summary of the main conclusions/ 
recommendations of the Committee is appended to  the Report 
(Appendix XSC'II). For facl l i ty  c f  rcbfcrcnce these have been printed 

in thick type in the body of the Report. 

5. The Commit!co place on record their appreciation of the 
assistance rendered to them in their examination of these accounts 
by thc Compirollcr & Aud~tor General of India. 

6. They would also like to express their thanks to the oficers 
of the Ministries etc. concerned, for the c+operation extended by 
them in giving information to the Committee during the course of 
evidence. 

April 23, 1965. 
Vahakha 3, 1887 (Saka) . 

Chairmu, 
Public Accounts Committee. 



APPROPRIATION AUDIT AND CONTROL OVER EXPENDITURE 
Total of Voted G ~ a n t s  and Charged Appropriations and Expenditure: 

Para 25--page 25. 
The table given below shows the amount of Original and Supple- 

mentary grants and appropriations, the actual expenditure during 
the year 1962-63 and the savings:- 

Voted Grants . 
Ori~inal 
Supplementary 126.16 / 1.633'32 1.5137-61 125.71 

Charged Appropriations : 

The percentage of savings in the total grants and appropriations 
for the 5 yean ending 1962-63 is given below: 

Total of .4mount P a c e n w  
Void  of saving 
G nuts 

and 
Charged 
A P P ~  
priations 



Surrender of Savings.-Under the rules, savings occurring within 
a GrantlAppropriation are required to be surrendered as soon ar 
the possibility of such savings is envisaged without waiting till the 
end of the year. 

During the year, out of the total saving in all grants and appro- 
priations amounting to Rs. 130.26 crores, a sum of Rs. 108.28 crores 
was surrendered. Of this, a sum of Rs. 107.12 crores was surrender- 
ed in March, 1963. 

Excess over Gral~ts: Para 27, pages 2 W 0 .  

There were excesses under 15 grants aggregating Rs. 11-66 crores 
or 9.3 per cent of the total amount of the grants concerned. There 
were also excesses in three Appropriations aggregating Rs. 0.40 
crore. The Committee have examined these excesses and rccom- 
mended their regularisation by Parliament in the manner prescribed 
in Article 115 of the Constitution, in their Thirty-first Repxt (3rd 
Lok Sabha). 

Supplementary Grants/Appropriatiotrs, para 26, page 26. 

2 During the year, 46 Supplementary grants totalling Rs. 126.16 
crores were voted by Parliament. 18 Supplementan. appropriations 
aggregating Rs. 113.65 crores were also obtained for charged ex- 
pendi ture. 

In 9 cases, the supplementary provision totalhng Hs. 0 .47  crore 
proved wholly or partly unnecessary as the expenditure did not even 
come upto the original grant or appropriation. In  most of these cases, 
the supplementary provision was obtained towards the end of the 
year. in February, 19@ 

In 37 grants or appropriations, the suppl~mcntary provision provrd 
excessive, while the additional funds providcd in these cases totalled 
Rs. 143.05 crores (of which Rs. 134 50 crozs wcre provlded towards 
the end of the year), the amount utjlised was only Rs. 99.29 crores. 

The Committee enquired as to the type of scrutiny c x e r c i d  by 
the Ministry of Finance with regard to supplementnry Grants The 
representative of the Ministry of Finance stated that in quite a few 
cases they were not sure even in J a n u a v  as to whether m y  saving 
would accrue under the original grant. Thus in order to avoid an ex- 
cess, which was supposed to he a more serious irrcgulnrity. a Supple- 
mentary Dcmand was submitted to Parliament. The adminbtrativr 
M i n W e s  lcrpt on hoping that certain paymmta would be possible 
in March but   me times these did not materielise. 



Explaining the case of Grant No. 37-BdisceWus AQustmento 
:between Centre and State Governments, the representative of the 
Ministry of Finance stated that certain Acts and Rules were being 
administered by the State Governments on behalf of the CenM 
Govenunent. While the receipts were credited to the Centre, equi- 
valent amounts were paid to the States as Grants. In this year the 
receipts were much less than anticipated at the time of obtaining 
a supplementary grant. As regards Grant No. 55-Privy Purses and 
Allowances of Indian Rulers, "(in this case the Deptt. obtained a 
supplementary grant of Rs. 0.23 lakh but the final saving amounted 
to Rs. 0.35 lakh)" the witness stated that withdrawal of Privy 
Purses depcnded on the Rulers. The addtional provision of 
Rs. 23,000 was necessitated by the payment of arrears to the former 
Ruler of Bastar for the year 1961-62. 

Thc Committee enquired the reasons for the saving of Rs. 414 
Lh:; in Grant No. 118 the Cap~tal outlay on Currency and Comage. 
The representative of the Mmistry stakd tha t  the mints could not 
complete the assay of gold received against Gold Bonds and the 
ad j t l~ tmcn l~  were carried fonvard to the next year. He added that 
out of gold valued at Rs. 8.6 crom,  Rupees 3.1 ctores was adjusted 
in 1962-63 and Rs. 5.22 crores was adjusted in the following year. 

On bemg asked as to why the s a v ~ n g  of Rs. 92.79 lakhs antieipat 
cd due to non-finaluatian of contracts for construction of the build- 
Ing for the Scvur~ty Paper Mill at Hoshangabad was not taken into 
account whde apy!y!ni: for a Supplenlcntnr~ Grant, the witness ex- 
plained that a sum of Rs. 7 crores was estimated to be required to 
cover adjustn~cil;; or1 ,.<c.u411; of Gold I3onds. A saving of Rs. 1.36 
crorcs whch was anticipated at that tune was taken into account 
and the Suppicmentan. Demand was restricted to Rx 5-61 crores 
only. The Commit* .V rtugret to note that even in February, 1963 
when the supplenrr-A* .urg grants were obtained, the Ministry could 
not wsblra that they would not be able to complete the assay of p l d  
wortb more than R*, 5 crom before the end of the Anaucia1 year. 

3. At the instance of the Commitwe the Ministrv of Finance have 
fumkhed a note (Appendix I) indtcating the reasons why the 
~ u i o u a  supplementary grants of 1982-63 mentioned in Appendix Vf 
ta the Audit Report (Civil) 1964 proved wholly or partially unnws- 



Sadng in Voted Grants and Charged A P P T O Q ~ ~ Q ~ ~ O M ,  para 28, page 31: 
4. (i) The overall saving of Rs. 130.26 crores was the net result 

of excesses and savings as shown below:- 
(In crores of rupees) --- - -- ---- - --- ---- -----"-".. -. - 

Saving Excesses Net 
savings 

Voted Grants . , 137.37 11.66 rzs.71 
- .  (In 123 (In 1 5  

Gt. K grants) I , grants) . .' .. 
Charged Appropriations . 4'95 0.40 4 '55  

( In  35 (In 3 ! 
appropri- appropri- 
atlons) .- _, ations) 

The analysis of the savings by grants given in Appendix ViI of 
the Audit Report shows that in 55 grants the savings exceedcd 10 per 
mnt  of the funds provided and that in 29 of these cases, the savings 
exceeded 20 per cent. 

(ii) It was also noticed that out of the total sa\ving of Rs. 125.71 
crores under voted grants, the saving in Grant No. 125-Purchase of 
Foodgrains (Rs. 21.29 crores), and in Grant Ko. 36-Grants-in-aib 
to  States (Rs. 17.93 crores) alone amounted to Rs. 39.22 crores as 
indicated below: - 

(a) Purchase of Foodgrains: About 11 per cent of the original 
provision of Rs. 194.31 crores for the purchase of food- 
grains remained unutilised due, it was statrd, to less 
import of rice from U.S.A. and Burma and to non-pay- 
ment of cost and freight of certain shipmcnts of food- 
grains during the year. 

(b) Grants-in-aid to States: An analysis of the savings under 
this grant is  given be1ow:- 

Original Actual Sovinp 
provision Expcndi- 

tun 



( iv) Other Grants 6.67 5-14 I '53 
(a) Central Road Fund Grants 5'50 2.82 2-68 
(ol) Others . 121.27 113.12 8-15 

TOTAL . 155'88 137'95 17-93 

The Commi'tee enquired as to the extent and type of scrutiny 
exerci.;ed by !he Ministry of Finance before a scheme was accepted 
far inclusion In the budget. The Secretary, Department of Ecuno- 
mic Affairs stated in evidence tha: financial control was exerased 
in  two parts V L Z . ,  (;) the s a n c t ~ o ~ ~ i n g  of th2  schcm: itseif and 
( i ~ )  makmg a budget prcvlslon therefor. He added that a 
budget provision depended not on a recogni ion of the 
necessity of the works or the exact cost of i t ,  but a 
judgment of the nmount of espenc!:turc w h ~ c h  was llkely to  
be incurred in a specific t m e  span.  He further stated that in such 
matters the hlmiqtry of Finance had gcncraliy to be guided by the  
advice of the administrative Mlnis'ries as to  their own state of 
prcparcdness and how much of the csper.diture tvas acluaily p i n g  
to be mcurrcd durlng the year. The budge' provision was made on 
tha! bass .  I f ,  however, the work did not progress there was leis 
expmditure  and resultant savings. 

-4s regards the question of ava~lability of land, the witness stated 
that for budgetary purposes and for snnct~oning of schemes the 
Ministry of Finance did not exsmine in detail each case as to where 
I n ~ d  was available and so on. The Committee invited the attention 
of the witness to the instructions issued by the Ministry of Finance 
in August. 1958 and June.  1962 in which proper scrutiny of proposals 
and schemes by the Ministry of Finance had k c n  envisaged. The 
Secretary. Department of Economic hffai;..> stat~%d that no doubt it 
was of the essence of financial control that the schemes should be 
properly srutinised in the beginning both as to sco?e and as to 
wbimate  of  cost, and that  this kind of scrutiny and pasing d 
schemes took place throughout the year. 

He added that as and when a scheme was ready i t  was p~esented 
and if I t  was of the value of over Rs. 10 lakhs it was examined at 
a full dress meeting d a dcpartmentol Committee presided aver by 
the Sccretrry (Expenditure), in which not only the justifkcation a! 



the scheme but the cost of it was examined. In cases where location 
was itself gennane to the economies of the project the same was. 
also taken into account but in a case of the kind where 20 godowiu 
were to be constructed at various places, it might not be necessary. 
After the administrative approval was given, proposals for making 

.a provision in the budget were initiated when the Ministry concern- 

.ed took into account the expenditure likely to be incurred in the 
next financial year. The witness stated that the budget provision 
included (i) expenditure on works already in progress, (ii) those 
recently started and (iii) those which are to be started as a result 
of proposals being initiated and for which sanction was expected. 
The total expenditure under the three heads was included in the 
budget proposais. T h e  witness furthcr stated that the nature of 
scrutiny and judgment exercised in the sanctioning of a scheme was 
something different from the kind of scrutiny generally exercised 
when accepting a budget provision. He added that it had been pro- 
vided in the instructions issued in 1962 that where a scheme was 
accepted in principle and a pre-project scrutiny was not poss~ble 
then a lump-sum provision on a rough assessment of expenditure 
likely to be incurred during the  financial year would be included. 

The Committee observe, however, that these orders were issued 
only in June, 19S2 and could not have influenced the budget provision 
made for the year 1962-63 which should have been regulated in ac- 
cordance with the orders of August, 1958. The Committee would be 
glad if in the light of the glaring cases of over-budgeting pointed out 
in this Report (cf. Paras 7 and 9 infra), the necessity for making 
lump-sum hudgct provision for srhemrs without adequate financial 
scrutiny is reconsidered hp Ministry. 

5. On being pointed out that in some cases therc had been large 
savings, the Secretary, Ministry of Finance (Dcptt, of Expenditure) 
urged that:- 

"On that point, at least in that one year we lire in a h,-ppy 
position to say that our estimate was correct withi:~ 1.7 
per cent in 1962-63 and we are not so badly off I t  can- 
not be said that in 100 per cent of the cases, our gmc- 
dusres are  fool pmof and fully observed. But the per- 
centage af cases in which this happens is small." 

On being pointed out that the relation of saving to total cxprr- 
&cure met from Revenue was of the order of 5 per rcnt , thc S e c r c ~  
: a T ,  Expenditure explained that tn a number of cnsm whet1 thc 



mode of spending changed, though expenditure might be on the 
same objective, they were unable to operate the original budget pro- 
vision and a supplementary grant was necessary. This resulted in 
a saving in the original budget provision. He added that such sav- 
ings occurring for technical reasons might be ignored for the pur- 
?ow of Audit because there was no-change in the objective or the 
amount spent, but only in the  head to which the amount was to be 
debited. He added that in the amount of saving of Rs. 77 crores 
occurring in the accounts for the years 1962-63 there would be a fair 
amount of such technical savings. Giving an  example, the witness 
rrdded that a lumpsum provision was first made in respect of Dear- 
ness Allowance but ultimately Supplementary Demands were taken 
under each head and the lumpsum provision remained un-operated. 

While the Committee are glad to note that the ovcmll percent- 
age of savings during tbe year 1962-63 had come down to 1-7 only 
from 11.9 in the year 1961-62, they find that in as many a. 55 indi- 
v idu l  grants the savings exceeded 10 per cent of the total grants and 
the percentage in t h w  cases ranged hetween 18.26 per cent to 70 
per cent. In these circum~troecs the Committee cannot help o b  
serving that there is ztill scope for improvement in budgeting and 
control over expenditure. Since large savings are indicative of 
lmue budgeting in the zcnse that these prove the inability of the Do- 
partmcnts to ~ p c n d  r~~cfullv the funds to the extent anticipated, the 
Committee would .;ugg.e?it that adminiqtrative Ministries should make 
cfforts to frame their cstimatcs more realistically and with a greater 
degree of prwiliion to avoid n supplementary grant which cannot be 
a t i l i d .  

It was atrtcd in the course of evidence by the Secretary. Depart- 
ment of Expcnditilrc that double provision occurs because of Iwb- 
nicnl reasons, and this really inflates both the sanctions and the slrv- 
inrs. The Committee would like the Ministry of Finance to era- 
mine the extant procedure in this matter to see if this podtion cannot 
he improved upon. 

6. The Commi!tcc will now deal with 3 few v-k!c.d r:*st.s of sav- 
ings under i n d ~ v ~ d m l  Ministries. 

Ministry of Educsiion 

Grant No, 14-~-0'ducotwn, page 1 7 - 4 ~ n c p - h w d  A. 2. 
7. The saving of 99 per cent of the orianal povision (Rs. 10 k 

'I) lakhs) under Grouphead A.2-<;rants to Universities was mainly 



due to non-implementation of the schemes for grants for evening 
colleges and correspondence courses on account of delay in approval. 
by the Expenditure Finance Committee. 

The representative of the Ministry of Education stated in evi- 
dence that the delay in the approval of the scheme was due to re- 
port of the Expert Committee, which had been appointed for the 
purpose, being received only at the end of October, 1962. The wit- 
ness admitted that it was an error of judgement to have the budget 
provision for the scheme made in anticipation of its implementation 
during the year. The scheme had since been implemented. The 
Committee were later on informed in a note that this scheme was 
referred to the Expert Committee in March, 1961. 

The Committee regret to note that the budget provision was made 
for the scheme in anticipation of its implementation during the year 
as a result of which there was a saving of 99 per cent of the original 
provision. The Committee also feel that the time taken by the Er- 
pert Committee in submitting their report was unduly long. 

Grant No. 14--Education, Group-head E.LPhysical  Education, 
Spor:s and Youtit We1 fare-page 49. 

8. Out of a saving of Rs. 34.72 lakhs, a saving of Rs. 2-20 lakhs 
was due to less requirements reported by a grantee for promotion 
of research in Yoga. The representative of the Mmstry of Educa- 
tion stated in evidence that the saving was due to slow progress of 
the construction of a college for training of teachers of Yoga in the 
case of a grantee. However, a t  the ins'ance of the Committee, n note 
indicating the details have been furnished wherein i t  has been stated 
that only a part of the savings of Rs. 2.20 lakhs are on account of the 
less demand reported by one grantee i.e., Vishwayatan Yoga Ashram. 
As against an allocation of Ti=. 1.25 lakh.7 eeamarkcd fcr this Yoga 
Ashram for 1962-63 only a sum of Rs. 27,4081- was actucilly released 
during the year due to slow progress in the construction work of 
Katra Project resulting in a saving of Rs. 97,592. The remaining 
saving of Rs. 1,29,338/- was attributed to the transfer of the work 
of implementation of the rccommendationa of the Committee on 
Evaluation of Thcrapeutical Claims of Yoga to the Ministry of Health 
(Fb. %,NO/-) and to the revision in the pattern of assistance or non- 
materialisation of proposals under the schemes of Promotion of Re- 
rearch in Physical Education, Preparation of Popular Literature and 
Promotion of Fkreatjonal facilities (Ib. 42$38/-), which could not 
be anticiprted earlier. 



In reply to a question, the witness stated that on receipt of cer- 
tain complaints against the grantee an enquiry had been made into 
its affairs. The conclusions of the inquiry had not yet been finalised. 
Out of a total grant of Rs. 3 lakhs sanctioned for the Ashram, the 
grantee had been paid a sum of Rs. 1-62 lakhs up to 1962-63, besides 
payment of Rs. 20,000 to Rs. 30,000 per year for 415 years for running 
an institute in Delhi. Pending the enquiry, further audit had been 
conducted as part of the enquiry and a special audit report had been 
submitted to the Ministry in December, 1963. 

The Committee desired to be furnished with a copy of the Be- 
port of Enquiry along with the Audit Report. The Committee have 
been furnished with a copy of the Report of the Departmental En- 
quiry into the affairs of the Vishwayatan Yoga Ashram (Delhi and 
Katra Vaishnav Devi Bmnches) together with a Supplementary Re- 
port. It  has been stated in the Report inter-alia that:- 

"That further enquiry should be taken up without further 
delay. No further grants should be paid to the Vishwn- 
yatan Yoga Ashram till the enquiry is completed and 
their position cleared. Precautions should, however, he 
taken to ensure that the buildings constructed at Katra 
are properly maintained and preserved from damage. 
Even apart from the allegations of nlisappropriation etc., 
there il; enough evidence of mismanagement and lack of 
elementary accounting procedures to warrant the com- 
plete stoppage of all grantg to the A4hram. This is all 
the more necessary as the Ashram did not take action to 
rectify the maintenance of accounts in spite of the warn- 
ings issued to them after the first enquiry." 

The Committee note with regret that there are allegations of mis- 
appropriation etc. They would like to be informed of the final oat- 
come of the case. 

Ministry of Food and Agriculture 

(Dep t t .  of Agricul:ure) 

Grant No. 36-Grants-indid to States, Crouphead B 8(l)-AgricuE 
hrral Pmduction, page 21. 

9. Therc was n snving of Rs. 203.30 lnkhs due to less requirement 
from States for Stotc P!nn Schemes and A snving of Rs. 55-52 lakhs 
due to non-start of some of the Centrally sponsored schemes due to 



the Emergency and less demands from States. The Secretary of the  
Ministry stated in evidence that they had made provision in the 
budget without adequate advance preparation. The result was that 
many of the matters which should have been thought out in greater 
detail were not thought out and plan allocation in the first year or so 
could not be fully utilised until detailed planning was done. The 
witness added that from their past experience they would now take 
advance measures so that there tvould not bc any dificulty in the 
Fourth Plan. 

The Committee are surprised to learn that provision in the budget 
was made without adequate advance preparations. The Coinmittec 
deprecate such tendencies in thc RIinictries as this rmults in unneces- 
sarily M a t i n g  the estimates and thereby locking up funds which 
could be better utiliscd in other schemes or project%. 

Ministry of Finance 

Grant No. 36-4rant.q-in-a~d t o  States .  p q c s  21-24 and Gtnnt No. 
122 Capital O~t t lay  mt Grants  t o  St :rts !or Detlelopnwn!, pages 
32-33. 

10. Sa\~ings under these two grants were as follows 

The Committee enquired the reasons for thc large amount of ssv- 
ings u n d ~ r  these grants. The rc.prescntat:ve of the Ministry of Fln- 
ance informed the Committee that major itrrns of savings in grant-in- 
aid were in r?spcct of npr?cul!ural prutluctlon, central road fund 
grants, relief and rehabilitation 01 displaced persons and the provi- 
d o n  for assistance to States for natural calamities. Hc nddcd that 
the item of agricultural produc!im and rel~cf and rchobilttation 
would be dealt with by the respective Ministries. I t  wos pointed nut 
that the Ministriec; concerned had attributed thc savings to non- 
retxipt of proper schemes from State Gniwnrncnts. The Committee, 
therefore, inquired as to what scrutiny was excr - i s d  by the Ministry 
of Finance before sanctioning grant.; for these schemes. The witness 
stated that in giving the grants-in-aid to Statezr discussions were held 
among the representatives of State Governmcntn, Planning Cornmln- 
don, Ministry of Finance and the administrative Mlntstty conccmd,  



when the details of the schemes were examined. H e  added that u, 
regards aids given to  States full  provision was made in the  States 
Plans but in the  course of the year, sometimes, the States were  not 
able to spend on particular schemes. 

The Committee further asked whether as a re3ult of their experi- 
ence of the three Plans the Ministry of F ~ n a n c e  proposed any change 
in regard to the existing procedure and arrangemerlt for g~ving 
grants-in-aid to States. The Secretary to the Department of Expen- 
diture stated that though in ccrtasn schemes there could have been 
a shortfall in the physical targets achieved there had been an all 
round physical progress. Hc  fur:her added that the t x g e t s  laid down 
had been achreved tvi!h the s3me amount although there had been 
some delay in their ach!evtmrnt As ritgards th,. procedure being 
follnwed for glsing grants-in-aid to S:atcs, the  Secretary, Dcpsrtrnent 
of E anonuc Af fa~rs  further e s p h n c d  that  until  1'358 the Ccntral 
Govcrnrnrbnt actually uscd to scrut~nlsc  cv. ry schcmc from the Ssate; 
before sanction~ng the grant. This proccd~lre was. holvever. clmrncd 
to bc mo$! cumbersome and i t  was cl,unwcl that it Xtas hnltlng all 
progress in thc Stntr; .  Ar, n rr-ill: thc prcwnt sys 'en was evolved 
according to which amoun:s were gyvcn after dlsctlssions wi?h the 
Planning C o m m ~ s s ~ n n  and others for a d~fin!t+- pr1:-pose i.e. under a 
head of  devclopmrnt Hc nddcd that once the m m c v  was gisen 
either as a grant or  loan the dutv of thc C m t r e  w a s  t r j  scc broadly 
that i t  wixs spcn: for thc~ pur:.ro e for which it was gi\?en The witnew 
further informed t h r  Committee that t h ~  dr~cntrn i i sa t ian  had gone 
too far and in cffcct thc cfucs of the S:n!es were demanded in the  
beginning of the year and credited month by mrmth subject to adiust- 
mcnt ln'er nrr C ~v?;pin~n'; tverc then reccivcLi t h ~ !  in each State 
various prioritics were not bcinq observrd Al*\ .wrh  t h  . money was 
spcnt on dcvclopmcnt there were c r r t n ~ n  arc.15 t ) i  d.:velipr v n t  which 
were ncqlccted Thcrcforcb, the wibncs.; adde.1 ,'rinam! ru!ec had 
been h i d  down lnst  vcnr apatn<t divcrsic)n on f.1rrd.i f:-nm prior;ty 
heads tn non-prirlritv hcodq. Thr Cnr~lmit:rc u-orr f-irthcr ~ n f o r m e d  
by the C. & A C, that up till now there was no system by which it 
could bc chcckcd that t h r  amr~iin'c: of mont1v ciren h~p  tho Central 
Crnvrrnmrnt to Stntm ns Grants or 1,onns tvrrc sncnt for the p u r p w  
for whll-h thcv wcrp meant It had smcc bwn dwided that t h e  
Central C~vernmcn* would mmmunicntc. to the C (9: A G. thc heads 
of Development l r n d ~ r  which ipqntq nrc rriven Thiq svstem will be 
t n t r d u d  with cflect fmn~ 1st April. 1965 H e  ndded that the 
p~rtitrtlar schcrn~~ on thp basis of which rrrants wrre nven to States 
arc not furnishd to Audit thcrc w~ls no chwk if  the States chanfied 
the item8 within the major head of development. 



The Committee are unable to understand why these schemes were 
not received from State Governments when they were already exa- 
mined by the representatives of the State Governments, Planning 
C o d s s i o n ,  Ministry of Finance and the Administrative Ministry 
concerned. I t  appears that there is scope for better coordination 
amongst the various authorities concerned so as to achieve better 
r e d  ts. 

The Committee would also like to watch through future Audit 
Reports the working of the new system (to be introduced from 1st 
April, 1965) with regard to the verification by Audit of the utilisation 
of the amounts given by the Central Government to the States as 
grants or loans. 

Ministry of Food and Agriculture 
(Department of Food) 

Grant No. 126-Other Capital Outla?/ of the Ministry of Food and 
Agriculture, Group-head B.1.--Construc:ion of Food Storage 
Godowns, page 88. 

11. The saving of more than 48 per cent of the original provision 
was stated to be due to (i)  less expenditure than anticipated on the 
construction of works (Rs. 307.16 lakhs) (i i)  non-availability of land 
and postponement or abandonment of the construction of storage 
godowns owing to change in the works programme. 

The representative of the Ministry stated in evidence that the 
broad reason for the non-utilisation was a change in the programme 
of construction, the difficultv in obtaining sites and the delay in tak- 
ing up the construction of flat storage godowns. In reply to a ques- 
tion, the witness stated that originally the estimate was made on the 
basis of certairi designs, particularly with regard to the flat storage 
godown. The fiat godown involved the use of foreign equipment for 
which they had to go in for global tenders. When they went for 
global tenders some alternative designs were submitted which requir- 
ed further scrutiny. Some of those designs would have involved less 
cost than that which was originally estimated. All that process did 
take time and there was delay. 

At the instance of the Committee a detailed note on this subject 
has been furnished by the Ministry. (Appendix 11). The Committee 
And from the note that the various factors which had retarded the 
pace of construction were; (i) change in the programme of const.ruc- 
tion of godowns (ii) delay in getting possession of the land for the 
construction of godowns (iii) delay in the flnalisation of the designs 



Xo be .adopted for the flat storage godowns and..tRr! consequent hold- 
up in the construction work (iv) delay in the hroHress'of construction 
work by the C.P.W.D. due to non-availability of materials and ( v )  
miscellaneous reasons such as delay in sanctioning expenditure on 
lorry weigh-bridges, postponement of construttion of railway sidings 
.and non-receipt of debits and claims. 

The representative of the Ministrv of Finance had also stated in 
evidence about the saving in this particular case that after a ceriain 
number of godowns had been decided upon the matler was consider- 
ed  fur!hcr as to the  location of the godowns viz. whether these should 
be in the surplus areas where grain was procured or in the deficit 
arcas where they could be considered convenient for distribution. 
As regards the question of ava;labilitg of land the witness stated that 
for budgetary purposcs and for sanctioning of schetnes the Ministry 
of Finan-c did not examine in detail each case as to tvhere land was 
available and so on. 

The Committce find from the note furni5hed that as many as 18 
ceni1-w for the construction of the godowns had to he dropped due to 
~ r i o u s  reasons. In some caw\ it was found later on that some other 
site was more suitable and in one case the p r o p o d  was dropped as 

s eunstnwtion at the site was later on found unnecessary. What the 
Comnlittce do not understand is how original proposals for the con- 
s tn~c t ion  k c r c  made when subsequently they were not foimd to be 
fcosihlc. Thiv only indicate\ that the whemes were sanctioned with- 
otct a detailed scrutiny invo!ving var'ous problems connected with 
them. 

Thc Committrc also note that in $ovembcr, 1961, the Ministry ac- 
corded approval for inviting global thnders, in the first instance. for 
the construcfion of flat storage godowns a t  only three centres, namely, 
Irlrrnmnd, Borivill; and Knnpur as their intention was to finalise the 
d-igm and thc handling equipments for the godowns on the basis of 
the  tenders received, hefore,progressing the construction proposed at 
the  other three centre: a t ~ ~ i n j i r s ~ o l c .  Kandla and Ahmedabad. It 
as stated by the Min:stry, ronstructioa of flat stornge godown4 was be- 
ing taken up for the first time in the country, arid a heginning wnri to  
be innde with three rentrcs in the first inot~nce,  the Committee fail to 
a n d e ~ t n n d  why budget provision was made for the other centres be- 
fore the results of the thwe centres were known. 

A. regards non-avdlability of land in t?rne, the Committee hnve 
hwn inbrme4 after  year about the n 1 a f  in acquiring land. 
366 Aii LS--3. 



They would desire this matter to be taken up with the State Govern- 
ments and other authorities concerned so that this delay could be 
reduced to the minimum extent possible. 

Ministry of Health 

Grant No. 47--Other Revenue Expenditure of the Ministry of Health, 
Grouphead B. %Grants-in-aid, Contribu ions, etc., page 91. 

12. The saving of Rs. 28.89 l a b s  (41 per cent of the original provi- 
sion) was mainly due to ( i )  non-implementation/slow progres of 
schemes of flood control and similar ca'amities (Rs. 17.50 lakhs) and' 
(ii) economy effected in widening of roads on a-count of the Emer- 
gency (Rs. 9.55 lakhs). 

Asked to explain the non-implementation of the schemes of flood 
control and similar calamit:es in Delhi which resulted in a saving of 
Rs. 17.50 lakhs out of a provision of Rs. 35.37 lakhs, the representa- 
tive of the Ministry of Health stated that the saving occurred as a 
result of non-implementation of som? schemes earmarked for execu- 
tion by the Corporation. He added that it was partly due to lack of 
material and personnel and partly due to the fact that the schemes 
were not sanztioned expeditiously. 

The Committee feel unhappy that some important schemes such as 
relating to flood control and similar calamities in Delhi could not be 
implemented by the Corporation partly due to lack of material and 
personnel and partly due to the fact that the schemes were not sanc- 
Coned expeditiously. This in the opinion of the Committee disclosed 
a sorry state of affairs and lack of coordination which raffected ulti- 
mateTy the public in general. The Committee d e ~ i r c  the Ministry of 
Health to inveitigate such failures and to ensure that important 
 scheme^ like flood control measures for the Capital do not suffer ow:ng 
to lethargic approach of the authorities concerned. 

Ministry of Steel and Mines 

~ ( D e p t t .  of Mines and Metals) 

Gtant No. 77-Geological Survcg, Group-head A-Diflctorate, page 
122. 

13. The saving was due to (i) a number of posts required for Plan 
Schemes rema:nlng unfilled during th. yew consequent on the delay 
in the issue of sanction of posts and non-availability of suitable tech- 
nical personnel and equipment (Rs. 25.23 lakhs); (ii) non-pro ure- 
ment of machinery from foreign coun'rics due to (a) de'ay in getting 



technical clarifications (Rs. 5:42 lakhs), (b) delay in finalisation of 
contracts and lack o i  shipping space (RL 6.03 lakhs), (c) stoppage of 
supplies to Civil indentors on account of the Emergen2y (Rs. 2 0 W  
rakhs) and (iii) non-procurement of stores on account of acute short- 
age of shipping space and non-adjustment of debits (Rs. 13.02 lakhs). * 

The Committe e desired to know the reasons for the large varia- 
tion between the provision and utilisation of the amount. The 
representative of the Ministry stated that the total saving under 
the grant was Rs. 75 lakhs. 50 per cent of t saving was due to 
non-rxruitment of staff for varicus reasons a 'w d other 50 per cent 
was the cost of the equipment which could not be procured and 
paid for within the financial year. A sizeable pxt ion of the equip- 
ment could not be procured because the dates mmtioncd agaicst the 
Accepted Tender could not be adhered to by the supplier. The total 
amount involved in the purchase of machinery was Rs. 43.44 lakhs. 
In reply to a question, the witness stated that equipment worth 
Rs. 20 lakhs which were mostly jeeps was not made available to 
Geological Survey of India for reasons of emergency. About Rs. 8 
lakhs worth of equipment was not obtained because of reasons af 
delays in raising debits for payments and also delay in shipment. The 
witness gave an instance of Soviet drilling equipment for which the 
contract was concluded in September, 1962, but due to acute short- 
age of shipping space, shipment did not take place and that one 
item accounted for Rs. 4 lakhs. In reply to a question, the Secre- 
tary stated that the equipment was ready for shipment by February, 
1963. 

The Committee has been furnished with a statement showing 
the vehicles ord?red through D. G. S. & D. du ru~g  1962-63 and their 
number, typc, pnce, etc. (Appendix 111). 

The Committee regret to note that a sizeable portion of the equip  
ment could not be procured because the dates mrnt.oned against the 
acccptcd tenders could not be adhered to by the supplier. They also 
find from the statement furnished about procuremen! of vehicles 
through D.G.S. 6: L.. that there has been delay in  supplgix~g the vehi- 
cles in every case. The Committee would like that steps are taken 
to ensure that such delays are avoided. 

14. As regards saving due to non-recruitment o: staff, the Direc- 
tor, Geological Survey of India stated two reasons t-ir. non-avail- 
ability of suitable technical personnel and delay in the issue of 
sanctions. In reply to a question the witness stated that the tech- 
nical people were not available both in the gazetted and non-gazct- 
ted side. On being asked whether it was due to the fact that the 



pay scales were not attractive, the witness stated that they were 
not getting any candidates even for Assisant Drilling Engineers 
and added that obviously the pay scales were not attractive. 

He added that the U.P.S.C. informed them recently their inabi- 
lity to recruit candidates for the post of Assistant Drilling Engineers 
in the present scales of pay and that if suitable candidates were to 
be attracted the pay scales and prospects had to be improved espe- 
cially in that category. On being asked whether the non-recruit- 
rnent of technical personqel had affected the organisation, the Corn- 
troller and Auditor General pointed out that the target to be achiev- 
ed in drilling during 1962-63 was 55,730 metres as against that they 
had done only 28.290 metres. The representative of the Mipistry 
added that due to lack of trained personnel such as drilling engi- 
neers, the drilling target rvas behind schedule. In reply lo  a 
question, the Secretary stated that the sanction was given after the 
be*@nning of the Third Plan and after that the usual rules of Gov- 
ernment were being followed. I t  was only now that they had 
found ~t difficult t o  get personncl on the sanctioned s c d e  of ply. In 
reply to a questlon the representative of the Ministry stated that 
t h e  sanction had to be In reln?ion to the investigations which were 
taken in hand from time to time and the staff had to bc brought 
in only when the equipment arrived and the prospecting was taken 
UP. 

On being asked about the delay in issuing sanctions, the Secre- 
tary stated that the budget provision was made much bnfore the 
beginning of the financial year. Proposals received from the  Gcn- 
logical Survey of India were processed in the Ministry as well as 
in the Ministry of Finance. Formal sanction could be i s s u ~ d  only 
a little later after the coinmrmc?rnont of t h e  vear. The witness 
added that the other point was that many of the posts for whip1- 
sanctions were issued previously were lying vacant and therefore, 
there was no point in issuing a sanction. 

The Committee consider i t  unfortunate that due to lack of terhni- 
cal penotinel the work of the Geological Survey of India had been 
affce+cd and agaimt the target 'n dril'ing of 55,730 me'rcs during 
1962-83 only 28290 metre? of drilling could he done. It appcnrz to the 
Committee (hat people with the technical knowledge are available but 
they are not attracted to the posts offcrcd by the Minis'rv owing to 
the pay scales not being attractive. The Committee would, (hnr~fore, 

'name suggest that the Ministry in conriultation w'th +he Minis'w of F' 
should con~ider umcntlv a(s to what should bc fhe n n n m r i ~ t ?  nay 
scale f m  the pwt of Assidant Drilling Encrineerq ~ n d  taka R ciecfsion 
accordingly sn that the work of the organisation d m  no! suffer. 



EXPENDITURE OF ITEMS OF "NEW SERVICE" 
Ministry of Education 

Grant No, 14-Education, pura 29( i ) ,  pages 34-35 
15. In order to promote the welfare of the teachers generally 

and to alleviate distress among teachers and their dependents in indi- 
gent circumstances, Government formulated a scheme in July,  1962 
and set up a "National Foundation for Teachers' Mrelfare" under 
the Charitable Endowment Act, 1890. A contribution of Rs. 5 lakhs 
was made by Government to the Foundation during the year 1962- 
63. The contribution constituted expenditure on a 'New Service' 
but no specific provision for this expenditure had been made in the 
Budget, and the expenditure was met by reappropriation of savings 
within the grant. 

The Ministry have stated that originally a sum of Rs. 1 lakh had 
been released on the assumption that "sanctioning of grants to 
Voluntary Organisations engaged in the field of Education was a 
normal activity o f  the Government. Subsequdntly, when consi- 
dering the release of the balance grant of Rs. 4 lakhs. . . i t  \vas 
finally held that since an expenditure of one lakh had already been 
incurred and thc entire expenditure could be met out of the sav- 
ings. there was hardly any need t o  sock a token or supplementary 
grant for the purpose." 

The Committee enqu~red  the justificalion for not obtaining the  
approval of Parliament through a supplementary (or token) grant 
for making a contribution of Rs. 5 la!<!ls to the National Founda- 
tion of Teachers' Welfare, lvhich. according to Audit, was a "new 
Service". The Secretary (Education) stated that the Ministry had 
also some doubt in the matter but it was finally decided that the 
expenditure did not relate to a "New Service." The Ministry re- 
garded making this payment as a part of their normal activity of 
issuing grants to voluntary organisations in the fieId of education. 
Accordingly, consicloring the laudable objective of the scheme, it 
was decided to pap the first instalment of Rs. 1 lakh (out of the  
total grant of Rs. 5 lakhs) to the Foundation immediately in  order 
lo stimulate contributions from State Governments. As savings 
were anticipated in the grant, the scccmd instalments of Rs. 4 lakhs 
was also paid out of the savings. The Committee enquired whether 
the payment of a grant to the Foundation which had been newly 
set up at the  Covcrnmt!nt's initiatiLVc was not different from pay- 
ments made to thv already existing voluntary institutions. The  
Secretary (Education) stated tha t  the improvement of the  condi- 
tions of service of teachers or improvement of their status was con- 
sidered a continuing normal function of Government. To a ques- 
tion whether It was  the  s r r c p t ~ d  policy of the Government to help 



both Government and private t5achers and their dependents in 
indgent circumstances, the witness replied in afRrmatwe and cited 
anocner scheme entibled the National Awards for teachers w h i ~ a  
was also applicable to all teachers. The Committee pointed out 
that the intraduction of the National Awards had been classified 
a s  a new service, and that helping the distressed teachers and their 
families was to expand the field of the normal Government activity. 
This expansion of policy required approval of Parliament as a 'New 
Servi~e' .  The Secretary (Education) stated that i t  was quite possi- 
ble that the Ministry's view was erroneous. 

Asked if the Ministry of Finance had agreed that the expenditure 
.did not consti~ute a 'New Service', the representative of the Minis- 
try ol Finance stated that while agreeing to the release of the first 
h t a l m e n t  of Rs. 1 lakh the Finance Ministry were not sure wh+ 
ther it should be treated as a 'New Service'. Later, when the pro- 
posal for the second rnstalment of Rs. 4 lakhs was received, !he 
matter was referred to the Budget Division. They advised that 
since an expenditure of Rs. 1 lakh had already been incurred, there 
was no point in obtaining an advance from the contingency Fund. 
The Ministry of Education were, therefore, advised to meet the ex- 
penditure out of the savings in the grant without obtaining a speci- 
fic vote of Parliament. 

In reply to a question, the Secretary (Education) stated that the 
fund had not been utilised so far. It had been pro?osed to utilise 
the income and interest from the fund for helping teachers after 
building a corpus of Rs. 5 crores. The amount actually collected 
so far was about Rs. 38 lakhs, of which about Rs. 8 lakhs had been 
contributed by the Central and State Governments and the rest 
came from private sources. Owing to the Emergency, the responcr 
from public had been below expectations. It had been recently 
decided by the Governing Body oi the Foundation to start usiqr 
the fund to certain extent after the next teachers' day i.e. 5th Sep- 

tember, 1964. 
The Committee are unable to accep+t the reasoning of the Ministry 

of Finance that since an expenditure of Us. 1 lakh had already been 
incurred, there was no point in obtaining an advance from the Contin- 
gency Fund. The Committee are of the view that the advice given by 
the Ministry of Finance to the Ministry of Mucation for meeting the 
expenditure on National Foundation for Teachers' Welfare out of the 
savings within the grant without obtaining a specific vote of Parl'a- 
ment was not correct. While the Committee fully appreciate the 
budable object of the scheme to promote the welfare of the teachers 
generally and to alleviate distresq among teachers and their depen- 
dents in indigent circumstances, they feel that th:s was an expanrion 
of the field of normal Government activity and as  such, the scbeme 
should have been treated as a 'New Service! 



Ministry of Finance 
(Deptt. of Revenue) 

&ant No. 3h-Othe.r Revenue Expenditure of the Ministry of Fi- 
ance-para 29 (ii) , page 35 

16. The Gold Board was set up under the Defence of India 
,(Amendment) Rules, 1963 and a provision of Rs. 1 lakh was made 
in 196263 by re-appropriation. According to Audit, since the ex- 
penditure was on a 'New Service', a token supplementary grant 
should have been made. 

The actual expenditure booked in the accounts during the year 
amounted to Rs. 16,790; a further amount incurred during the year 
by the Reserve Bank on behalf of the Board (amount not known) 
remained unrecouped to the Bank during the year. 

The Committee inquired as to how the setting up ot the Gold 
Control Board was not considered as an item of 'New Service', the 
Secretary, Deptt. of Expenditure stated that the Gold Control Board 
was a part of normal activity. The Board was not a statutory body 
but set up by rules and executive authority. 

He added that the expenditure involved was small and was only 
for a short period. Moreover, the fact (about the setting up of the 
Board) was also placed before Parliament on two occasions in Janu- 
ary and February when the Demand was passed. On being pointed 
out that the setting up of the Board was not contemplated in the 
annual financial statement placed before Parliament and that a s u p  
plementary grant was necessary the representative of the Ministry 
stated that the function of the Board was only enforcement of t h e  
Gold Control Rules under the D.I.R. The executive agency for this 
was the Central Excise Department. The Board was cnly a Com- 
mittee of ofacen set up at the Head Quarter to lay down the prin- 
ciple on which the Central Excise Department was to function. It 
was not purchasing or selling gold. The Secretary added that it 
was only an administrative measure and that they had not even 
recruited large new staff but taken only a few officers from the 
Reserve Bank He further added that the need for the setting up 
of the Board was discussed in Parliament during the discussion on 
the Gold Control Rules. Thus, he aded, even if it mere a 'New 
Service' though the condition was not technically complied with, 
fn essence Parliament had been kept fully informed. 

The Committee do not accept the view that the setting up of the 
Gold Control Board was a part of normal activity. It wns definitely 
a Wow Service' for incurring expenditure on which a token grant ot  
Parliament should have been obtained. 
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Ministry of Health . t r  

Grant No. 46Medical and Public Heatth, para 29 (iii), page 35 

47 . .  T)uring 1959-60 to 1962-63, grants amounting to Rs. 72 lakhs: 
were paid by the Ministry to six private m&cal colleges mainly 
for the construction of building and purchase of ~ u i p e n t .  The. 
provLion i~ the Budgets of ,the respective years h a d  been .made qnly 
for gr8nt.s to State Governments for medical colleges. : . I r b  

. - ' t n  .. 
According to Audit, as no specific budget provision had been 

made in these years for releasing direct grants to private medicaI 
colleges an3 as s k h  grants had b k n  given with reference to the 
savings *visaged 'in the provision made in the Grant for other 
objects, the expenditure in question constituted a 'New Service" 
and should not have been incurred without a specific vote of Parlia- 
ment. The Mmist'j, have stated (February, 1964). that the nature 
of scHerne "did nbt change when it was applied on' ad l~oc basis to 
assist private medical colleges to achieve the objective of expansion 
of medical education in the country" and that "the questibn .of giving 
some ad hoc financial assistance to some of the private medical col- 
leges was taken up in the respective years only when some savings 
were in view." 

Committee desired to know as to how grants uvere given to 
private medical colleges even 'hough the original &nt was for State 
Governments. The Secretary, Ministry of Health stated that this was 
not viewed .as a 'New Service' because it related to medical eduka- 
tion wMch .although generally given in State established colleges, 
was also given ili some private medical collegks. Since Gnvsrn- 
ment was interested' in maintaining proper standards in those col- 
leges, assistkce was giiien to them when found feasible, and Gov-. 
ernment thought' it fit to assist them when they were in difficulties. 
He add& that it was viewed as an extension of an  existing service 
and not a'."New Service". Asked whether the diversion of the 
grants meant 'for State Governments for their medical colleges to- 
private institutions was not against Parliament's authority, the wit- 
ness replied that th'ere was no such specific condition attached t o  
those grants'and the grants given to private medical lolleges w e r e  
only out of "saVlngs in the Budget. The witness added that the Min- 
istry of Finance had been consulted and they had advised that funds 
from the savings could be diverted for giving grants to privak 
medical colleges and for that purpose a new sub-head--Grants tat 
private institutions for medical education, under major head 19 was- .. . 
opened. 



The Committee enquired whether in the reference made to  the. 
Ministry of Finance it was made clear that grants were t o  be given. 
to private medical colleges. The witness replied in the affirmative, 
and stated that that was why subsequent to that, a separate sub- 
head was opened so that a t  least in future i t  could be brought to  
the notice of Parliament. Explaining the change in the Govern- 
ment's policy in regard to grants to private colleges, t h : ~  S .cr ,far: , 
Ministry of Health informed the Committee that a Committee of 
the  Central Council of Health was set up to examine the position 
regarding these private medical colleges and the circumstances 
under which grants should be given to them. That Committee had 
recommended that State Governments should try to take over the 
existing private colleges durlng the 4 th  Plan as far as possible. T h e  
witness stated that if any grants were to be made, the vote of Par- 
liament would be obtained directly in futum i 

I t  

The Committee do not appreciate the advice given by the Ministry 
of Finance'in this case for diverting funds from the savings for giv- 
ing grants to private medical colleges. The fact that subsequently 
necessity was felt of opening a separate sub-head so that at least in 
f u t ~ k '  the expenditure could be brought to the notice of the Par- 
liament would also confirnl thc Committee's view that the expen- 
diture on this account should have been treated as a 'New Service.' 

18. The Public Accounts Committee (lgj'i-j8) in para 392 of their 
Seventh Report (Second Lok Sa bha) considered a case which occur- 
red in the State of U.P. relating to an espenditure which was con- 
sidered'tb be a 'New Service' after the close of the year (Aiqendix 
IV). The Public Accounts Committee (1961-62) again considered 
this matter further (Appendix V) in order to see what procedure 
should be adopted in order t o  segularise such expenditure by t h e  
Legislature. After considering the questiun in detail, the *corn- 
mittee came to the following conclusion: 

"The Committee arc of the vpinlon that as in the Pre-Consti- 
tution days, such cases can be brought before Paslia- 
ment for approval, without violating any  of the provi- 
sion of the Constitution, by moving a resolution in ap- 
propriate terms and gettlng its approval es-post-fncto to 
the money spent on such ~terns. However, in cases 
where by incurring such expenditure the amr-runt autho- 
rised by Parliament for a particular dumarld (Service) 
for that year has been exceeded the provisions of Arti- 
cle 115(1) (b) of the Constitution will be attracted and; 



the excess will have to be regularbed under those pro- 
vision." (Para 82 of Forty-second Report Second Lok 
Sabha) . 

The Public Accounts Committee (1963-64) in para 12 of their 
'Twenty-Fifth Report (Third Lok Sabha) have also dealt with a case 
of such a new service wherein they had recommended regularisa- 
tion of the expenditure in the manner recommended by the P.A.C. 
in their Forty-Second Report. The Committee had also desired Gov- 
ernment to expedite their decision with r egad  to the procedure re- 
commended by the Committee. The Committee have been furnished 
with a note by the Ministry of Finance (Department of Economic 
M a i r s  (Appendix VI) which states as follows: 

"The present Attorney-General has concurred with the view 
expressed by his predecessor on 17th May, 1958 that 
having regard to the express prohibition in Article 
114(3) of the Constitution, and this prohibition also a p  
plies equally to Articles 115 and 116, the expenditure in- 
curred on a 'New Service' which is not covered by r 
valid appropriation but which does not cause an ex- 
cess over the grant cannot be regularised by means of a 
Parliamentary Resolution, as contemplated by the Com- 
mittee. The Attorney-General has also observed that 
the legislative function of permitting or validating ex- 
penditure from the Consolidated Fund of India can be 
performed only by following the procedure laid down in 
Articles 112 to 116 of the Constitution and not in any 
other manner, such as by a Resolution of the Parlia- 
ment; nor can a Parliamentary Resolution condone the 
illegality and validate irregular expenditure. The 
Attorney-General has also ex7lained why the pre-Cons- 
titution procedure to which the Committee have refer- 
red, cannot be followed. 

In view of the constitutional position explained above, and 
pending the amendment of the Constitution for provid- 
ing expressly for the regularisation of such technical ex- 
cesses, by appropriation by law, the object that the Com- 
mittee have in view would 9erhaps be served by bring- 
ing such instances specifically to the notice of the Par- 
liament in their Reports." 

In view of the legal opinion expressed it appears that the regula- 
iisrtion of an expenditure on r New Service which ir adjudged rn 



mch after the close of the year cannot be made by resolution of Par- 
liament. In the circumstances, the only alternative to get over this 
lacuna appears to be to make a suitable amendment to the Consti- 
tution laying down a procedure tor regularising expenditure on a 
New Service not covered by the grant. The Committee desire tho 
Ministry of Finance to initiate action accordingly in consultation .with 
the Ministry of Low and the Comptroller and Auditor General at  an 
enrly date. 



* I1 
MINISTRY O F  FINANCE 

Pay,ment of Commitment Charges-Para 100, pages 138-139. 

19. Government entered into an agreement with the International 
Bank for Reconstruction and Development on 9th August, 1961, for 
a loan equivalent to 35 million do'.lars in different currencies for 
meeting a part of the foreign excnange (equivalent of 60 million 
dollars) for purchasing coal mining machinwy required for the 
maintenance and expansion of ceal production by the private sec- 
tor in India. In accordance with the terms of thc agreement, t h o  
withdrawals against the loan amount should have been completed 
by the 31st July. 1963 with the csccp!ion of an amount equivalent to 
5 million dollars (required for the ogening of new mines), which 
could be drawn upto 30th September. 1965. 

As the withdrawals from the loan account commenced only f rom 
January, 1963, Government had to pay commitment c11arges of 
Rs. 20.04 lakh in dollars upto hlay, 1963 on the undrawn balances of 
the  loan from time to time at the rate of :{/.I per cent 2cr nnnum; the 
total amount drawn as loan upto July. 1963 amounted to only $36.929. 

The Ministry had informed Audit that the slow utilisation of the 
loiln was mainly due to the dific-ulties experienced by the Industry 
in  securing the necessary matching rupee finance. In order to re- 
solve this difficult];, Government devised ivith effect from 1st April, 
1963, a Bank Guarantee Scheme for the grant of loan by Banking 
Institutions to the colliery undertakings. Government decided fur- 
ther in April, 1963 to increase the development rebate on the new 
machinery and equipment for coal mines from 20 per cent t o  35 per 
cent. I t  had been reported that with this concession the rate of 
ordering increased appreciablv and  that the total orders placed till 
December, 1963 were of the value of Rs. 13 crores against the total 
loan of about Rs. 17 crores. The Ministry had also stated that the 
Bank had agreed to extend the closing date to 30th September. 1965 
for the drawal of amounts which under the original loan agreement 
was 31st July, 1963. 

In  evidence before the Committee the Secretary, Department of 
Economic M a i r s  stated that the loans although negotiated "on a con- 
solidated basis" by the Government of India, were meant for a large 
number of private collieries and each one had to complete its scheme. 



make urrangements for the rupee finance, order the equipment and . then draw the loan. All this took time and the Government was 
compelled to ask for extension of time for tile utilisation of the loan. 
He added that it was expected that by now orders had been placed 
by  the Collieries practically for the whole of the amount and that  
as and when the orders materialised, the amount would be utilised. 

The Committee enquired whether there was any other reason for 
the slow utilisation of the loan besidrs the three reasons given ?o 
audit. i l k .  (i) without the equipment the production had increased 
during the Emergency (ii) there was depression in the coal industry 
and (iii) the reduction to the prices of coal. The Secretary, Econo- 
mic Affairs stated that generally speaking all the three reasons 
boiled down to the fact that the individual collieries were not as 
enthusiastic about the schemes as they were in 1961, when negoti- 
at.ions were started. Further some of the collieries were faced with 
their 11u.n financial ciifficulties and  thr pl~oblem of finding matching 
rupec finance was one of them. On being pointed out that the col!ie- 
ries wore faccd with these difficulties, even before the loan was 
negotiatcd, thc tvi!ness :,.,!3it' I !hat before the application for loan 
was made. the Ministry concerned had detailed discussion with all 
t h r  intcndiny: users and all o f  them gave the assurance to the Minis- 
try t h a t  they would be in a position to use the loan. 

Askrcl i f  any assurance was given to the collieries that rupee 
Jinaricc tvouid be found for them, thr representative of the Ministry 
of Finance stated that sp far as the rupee finance was concerned, the 
C;overnmen? were assured that the collieries would be in a ps i t ion  
to find matching rupee finance from their own resources or  from 
local banks. The witness added that the schedule of requirements 
was cfiscussed by the negotiating team on which the industry was re- 
?resented but there was no written commitment 

In reply to a q u e s t m  ivhether at the time of negotiating the loan 
payment of commitment charges was anticipated, the witness stated 
that it was not anticipated for such a long period. I t  was anticipated 
that charges would have to be paid upto 1962-63. On being asked 
about the amount calculated at the time, the Secrctarv stated that  
no such calculation was made at that time. He added 'hat  the pay- 
ment of commitment ct~arges war; not an unlrnoi~il feature and it 
was to be taken as gcncrnl assistance to industnr and part of + h e  
plan of resources mobilisation. He added that  G ~ v c r n m e n t  would 
have no legal claim to ask them to make good the loss. u n l e s  i t  was 
done by way of a special tax. He further informed 'he Committee 
that the Government had been continuously im~ress ing  vpon ihcm 
the necessity of utilising the loan. 



The Committee enquired why it was not brought to the notice. 
of the negotiating team that certain commitment charges would 
necessarily have to be paid by Government because there would be 
delays in the withdrawal of loans and that they would be liable to 
pay the same. The Secretary, Economic M a i r s  stated that as the 
delay was accepted as inevitable, Government took it as a matter 
of assistance to the industry. 

The Committee pointed out that Government would not have 
had to incur this loss if loan arrangements could be made directly 
be ween the collieries and the World Bank. The Secretary, Deptt. 
of Revenue stated that the World Bank would deal with only Gov- 
ernments for such loans meant for a general group. The Secretary, 
Deptt. of Economic Af£airs added that the World Bank did not re- 
cognise any private body. There had been cases in which there 
were direct loans from the World Bank to a particular industry. 
But all those direct loans had to be guaranteed by the Government 
of India and the schemes had to be studied by the World Bank. 
But in this particular case, the World Bank would not handle the case 
of a hundred collieries, nor could Government sa'isfy itself about 
the economic position and solvency of all these collieries individu- 
ally and guarantee loans to each one of them. 

On being pointed that the Government could have given the loan 
obtained from the World Bank to the Collieries on the same terms 
and conditions plus a bank guarantee to safe guard its position 
against the collieries, the Secretary, Economic Affairs Department 
stated that in that case it would have meant even greater contin- 
gent burden because about a hundred loans would have to be pro- 
cessed over the next fifteen years and out of the hundred loans 
many might become irrecoverable. 

The representative of the Ministry of Mines and Metals 
informed the Committee that the Industry had given an assurance 
that they would find all necessary rupee resources for utilising the 
foreign exchange made available. In reply to a question, the wit- 
ness added that the assurance was a verbal assurance and the whole 
thing was discussed across the table. He addcd that the industry 
was given certain concessions in price and indirect subsidies, deve- 
lopment rebate etc. and all these concessions cumulatively were to 
provide internal resources for them. He further stated that the loan 
was given in five categories. The Arst category was development 
of new mines, but the coal industry did not have new projects and 



27 
so loan amount of about Rupees one wore and odd could not be- 
utilised. The World Bank had agreed to transfer the amount to other 
categories like maintenance and expansion. 

On being asked as to what was the point in entering into a 
loan agreement with the World Bank and paying Commitment 
charges, when the Department knew that the private sector would 
not be able to utilise the loan for new mines, the witness sta+ed that 
at the time negotiation, the private sector had asked for provision 
also under that category. But later on, the coal found was of infericr 
quality and several new projects were dropped. 

The Committee are a little surprised at the view expressed by tho 
Secretary, Ministry of Finance (Deptt. of Economic Affairs) that 
commitment charges were not an unknown feature and it was to be 
taken as a general assistance to industry. By this slow u'ilisation 
of loan amounts and payment of commitment charges neither the 
government nor the industry got any benefit. They are un- 
happy to note that the negotiating team did not examine the schemes 
of the collieries and only went by their verbal assurances and com- 
mitments. Had a proper scheme been prepared, time schedules laid 
down and the ways and means position of the individual collieries 
to finance the schemes gone into the contingency of entering into 
a loan agreement for such a large amount to be drawn within a 
short period of time and the consequential payment of commitment 
charges would have been avoided. It is also regrettable that assnr- 
ances from the collieries were not obtained in writing nor was any 
condition imposed that in case of abnormal delays or failure on their 
part they would be liable to compensate the loss sustained by gov- 
ernment by way of payment of commitment charges. The Com- 
mittee regret to note that a huge amount of Rs. 31.38 lakhs is spent 
by way of commitment charges which did not benefit anybody, but 
depleted the Foreign Exchange resources. In the view of the Com- 
mittee this loss was avoidable if the financial position of the collie- 
ries had been examined at the proper time. 

Secondly the Committee are surprised at the nature of the trans- 
action wherein apart from the commitment charge there would be 
an annual loss to the government to a substantial extent. Under 
this arrangement Government pays intercit on the loan to the World 
Bank at the rate of 53 per cent while they recewe from the indus- 
try the total amount of the loan in rupees. Assuming that Govern- 
ment's borrowings in India are reduced tc this cutent. the saving of 
interest charges will be about 4 per cent as against the higher rnte 
paid on the foreign loan plus commitment charges. In the present 
case, the annual loss will come to about Rs. 30 lakhs approx. in addition 



Po the commitment charges of Rs. 20.04 lakhs already incurred upto 
May 1963. On the other hand the industry has to raise the rupee 
amount at much higher rate from Bank against the cover of a Gd9- 
ernmeirt guarantee to the extent of 70 per cent on the total amount 
so borrowed. 

The Committee are not happy about this arrangement which 
neither benefits the industry nor the G,ovternment while the ex- 
chequer suffers to the extent of the difference of additional interest 
payable on the foreign loan and the bmrnitment charges as well. 
They would Like Government to examine whether they cannot in 
this and other similar cases devise a suitable arrangement by which 
an organisation representing the coal industry or a group of mllier- 
jes could take the loan direct from the World Bank on the guarantee 
of the Government; in this wag the burden on Government will be 
practically nil while the collieries will bear interest charges as well 
as commitment charges if any and will not have to raisc loans from 
Indian Banks a t  higher rates. In cases whr.r~ the World Rank 'is 
not in a position to give loans directly to the Industries concerned, 
and the Government has to step in as an intermediar;v, GovernmCnt 
should make available the foreign loans rcceived to the parties con- 
cerned ,on such terms and conditions as will not result in a loss trr 
the public exchequer. 

I t  has been further stated in evidence that there was a depresqion 
in the coal industry and the collieries were not cn thusbt ic  about 
the schcmes as they were in 1961. The Committee trust that proper 
steps would be taken to see that the loan amounts are utiliscd for 
productive purposes without further delay. 

Ernergenc~y Risk:; (Good; Factories) Insurance Sch..erne, para 128, 
pages 159-160. 

23. The Emergency Risks (Goods) Insurance Act, 1962 and Emer- 
gency Risks (Factories) Insurance Act, 1962 provide for compulsory 
and, in certain cases, optional insurance against emergency risks. 
The schemes came into force with effect from 1st January, 1963. 

The Insurance premia and other receipts undcr these schemes 
are  to be credi ed as revenue to the Government and mey after due 
appropriation made by Parliament by law on this bzhalf be trans- 
ferred to a Fund. 

In Decembnr, I%?, Messrs Oriental Fire & General Insurance 
Co. Ltd., Bombay were appointed as Government Agents for these 
Schemes and the terms and conditions of their agency were stated 



t o  have been finalised only on the  3rd December, 1963. The follow- 
ing points had come to notice:- , :. 

(i) No initial records were being maintained by the Depart- 
ment and the figures booked in the Accounts OfTice had 
not b e m  reconcil~d so ' far  with the amoilnts of prernia 
due to be reccivcci against policies issued. 

(ii) The schnmcts as notified did not provide for preliminary 
or final assessment oi  the property by Government oficcrs 
or  by the Gocternmcnt Agent bofore the premia were paid 
into the Treasury or  befor2 th? issue of po1:eies by t h e  
Government Agents. No demand no?ices were served on 
the persons liable to p3y the prcmia and the records of 
the  Governmcht AgcnVs had not h e n  subjected to Inspec- 
tion by Government Officers. 

.(iii) The Acts provide3 for appointment of persons who wou!d 
bn responsible to ensure com;)iiance with the provisions 
of the Act but this had not been done so far. 

r(iv) Under t h ~  Rulcs, i t  was the pi&nanr respr>ns:bility of the 
departmental authorities to  see that all revenue or  other 
debts due to Govcrnment, which were to be brought to 
account were c x ~ ~ : c t  and properly assessed, reaiised and 
credited to Go\-crnment accounts. The Department had 
not yet framed dcta!led rcgulatiox and procedure or set 
up machinery to e n f o r e  compliance with the provisions 
of the Act and to ensure that evasions did not occur. 

The Ministry hsd explained to Audit in December, 1963 that in 
view of the temporary nature of the schemes, no organisation could 
bv or was created a t  the Ce:ltrc for enforciag these schemes or  for 
the maintcnancc of initial accounts. Tney furlher p r o p s &  

( i )  to subject the figures of the premium receipts or  the ex- 
penditure adjusted against the two funds upto the 31st 
December. 1963 to a scrutiny and rcvicw, in the light of 
the statistics or  other information avail'tble with the - Oriental Fire 8;, General Insurance Co. as the Government 
agent; and 

lii) to review the position again after some time, ,when some 
progress had been made in dealing with cases involving 

4 evasion and the s u b s q m n t  assessment or collxtion of the 
premium amounts which. hpd been evaded. 

866 Aii LS-4. 



The Committee enquired in evidence as to why was a country wide 
&erne introduced without setting up a proper machinery to ensure 
that all factories which fell within its scope paid the correct premia 
and took out policies as required by law. The Secretary, Company 
Law Administration stated in evidence that the scheme was intro- 
duced as a result of the emergency. He added that some of the 
Companies, particularly in the forward areas were not in a position 
to get their normal loan facilities from the banks as they (Bankers) 
Would have been prepared to accommodate them only if there was. 
a counbry-wide war risks insurance. In those circumstances, Gov- 
ernment had very little time, at their disposal. At the same time, 
the witness added, it was realised that a complete separate machi- 
nery for implementation of the scheme would be very expensive. 
So in the early part of 1963 the State Governments were approached 
to see if they could take over the responsibility of implementing the 
schemes. As the response from the State Governments was not 
very encouraging, in December 1963, it was decided that this' work 
should b? entrusted to the Rehabilitation Finance Administration 
A notification to this effect was issued in April, 1964. There war 
thus a time-lag of 16 months. 

As regards evasion of the law, the witness stated that in certain 
cases, some companies, which in the first rush of emergency were 
prepared to take out risk insurance and paid the premium for the 
first quarter, did not follow by paying the premia for the remain- 
ing quarters. Apart from this, there were other companies who 
had not paid any premia at any stage. Asked whether there was 
any machinery-department or organisation in the R.F.A. to enforce 
the provisions of the scheme, the witness stated that the R.F.A., had 
to-date inspected 722 estabishments and 332 factories. 'They had 
detected evasion in respect of goods in 76 cases and in respect of 
factories in 35 cases i.e. more than 10 per cent. They had also 
detected under-insurance in respect of goods in 100 cases and in res- 
pect of factories in 158 cases i.e. more than 50 per cent. 
The witness further informed the Committee that the R.F.A. did 

not even at  present have adequate machinery to deal with the pro- 
blem fully. Recently the Government had suggested to the Insti- 
tube of Chartered Accountants that as a part of their regular audit 
of the companies they should look into and draw special attentlo* 
tn their au&t report to any cases of non-payment or under-payment 
of premia, and they had agreed to this. He added that this would 
bring a sizeable portion of evasion to the notice of Government. 



hd not been reconciled so far with the amounts of prernia due to 
be received against policies issued, the witness stated that they had 
got records of the number of policies issued. Them was a discre- 
pancy between that and the amount of money received by way of 
premia which indicated that certain persons who had paid the 
money had probably regarded i t  as a tax. They had not applied 
for policies to the Oriental Insurance Co. and that was the reason 
for a discrepancy of Rs. 184 lakhs approximately. The witness in- 
formed the Committee that the present position was that from 1st 
January, 1964 though the insurancle was kept alive no premium was 
payable by existing policy holders, but only a nominal premium of 
Rs. 25 was charged from new insurers. 

In reply to a question, the Secretary, Company Law Administra- 
tlon stated that when the work of implementing the scheme was 
given to the R.F.A. about Rs. 5 laths were sanctioned for providing 
edditional staff for the purpose. 

In reply to a question whether any initial machinery had been 
~t up to implment the scheme in the forward areas, the witness 
stated that no separate machinery was envisaged for the forward 
ueas. 

In a note submitted at the instance of the Committee it has been 
stated that in view of the border situation and the urgency of the 
legislation it was not practicable to make any elaborate estimate of 
the machinery required to be set up for the enforcement of the 
proposed legislation. Nevertheless, a broad indication of the cost of 
administering the schemes was given in the Financial Memorandum 
attached to each Bill; each scheme was expected to cost about Rs. 1.9 
lakhs on account of the special officer's organisation. A copy of 
letter dated 27th July, 1963, addressed to the State Government on 
the subject has also been furnished to the Committee. 

The Committee deplore the manner in which the Ministry of 
F ' i c e  handled this scheme necessitated by emergency. Tha 
reason that a complete separate machincry for implementation of the 
scheme would have been wry expensive am hardly be accepted u 
vllM axplanation for an obvious comptacency and inaction on the 
p u t  of the Mlnbtry. The Committee us further constrained k 
observe that to implement the scheme introduced on an urgent brsIs 
w d .  1st JUPUUJT, 1983, the State Governments were approached 
only on nth July, 1963 and la* on the work satrusted to tbr 
kFA. after a timalag oi about 16 moatha This b bud19 I c  way 
the law &odd be administered. They desire that the masons lor 

I tbt o b v h  Irpm rbould be invertigated and req~ndbility Bred 



21. It was further disclosed in evidence that even now the R.F.A. 
did not have adequate machinery to dm\ with ths  problem fully' 
even though about Rs. 5 lakhs were sanctioned to them for provid- 
in: additional staff for the puryose. The Committee desired that the 
entire machinery may be placed on a propcr footing for proper im- 
plementation of the schemes and steps taken to remedy the defects 
mentioned in the Audit PXport. The Committee may also be in- 
formed of the reviews proposed to be  conducted by the Ministry. 

Silvery Refinery-Calcu tta 

Para-XXIII,  pnge-100 of Audit Report (Commercial), 1964 

22. Project Estimates.-In June, 1918, Government of India decid- 
ed to set up a Sllver Refinery for extracting silver from Quaternary 
All,?? Coins at the rate of 23 milllon ouncss of fine silver per annum. 
A firm of Chemicd Engineers welv appointed in htay, 1953 for 
finalising the plans and specification of the refinery. The cost of 
the Project was estimated at about Rs. 63 lakhs. When global 
tenders werp invited for the work, not a single tender was rcceivtd 
for the work as d?signcd by the firm of Chcmicsl Engi!~*!rs anif the 
Government had, the-eiore, to acccpt an n1tema:ivr procws of 33- 
other fore'gn firm. Consequently, the agreement with the firm of 
Chemical Enginers was terminated after making a payment of 
Rs. 2.4 lakhs. 

In evidmce the Committee enquired as to what was the  total 
amount settled to be paid to the firm. The representative of the  
Dzpartment of Econorn:~ Affairs stated that it was on a graded bnsis 
and the total amount would have cclme to about Rs. 5 lakhs. On 
being asked how any remuneration b x s m e  due to the firm. when 
th? d s i g n  given by them had no! bcen worked out at all, thp wit- 
ness stated that this rcrnuneration which was fixed on the basis of 
the actu31 c03t of the work, would h w e  b x n  payable after the 
scheme had been put into operation. But as no tenders for execu- 
tior, of the work were forthc3ming, it was decided to fix the remu- 
neration on ad hoc basis. I t  was fixed on the basis o: the w ~ r k  
already done by them which would have bwn  found useful by then 
successor. He added that the work done by the firm was not wholly 
infructuous as mdny of the designs and suggestions which they hnd 
made were found useful by thz suppliers of machinery nfterwards. 
Asked why no tenders were forthcoming, though global tenders 
we= invited. tile witness stated that there was nothing wrong with 
the process or procedure, but the tenderer9 were not willing to give 



certain assurances that the process would give the requisite quantity 
of silver. 

The Committee enquired as  to what extent the Second firm made 
use of the service and work done by the first firm. The wi tnwi  
stated that many of the des~gns prepared by t h ~ m  in the ancillary 
depxtments  were utilised. He added that the second firm was re- 
quired to supply machinery and equipment and also give a guaran- 
tee regarding the commissioning of the equipment accord;ng to t he  
process which they had recommended. He added that ths  proccss 
recommended by the second firm was entirely d;ff,rcnt. So. to 
that extent. the informahion regarding the process r.i manufacture 
R L V ~  by the previous firm WJS completely useless. But they had 
given certain informaticn regarding office outlay etc. which was 
made use of by the new company. On being asked how the fieu,re 
of Rs. 2 .4  Iakhs w a ~  arrived at,  the wi ness said that for this a note 
wculd have to be prepared after studying old f i ls .  

The Committee fail to understand how in spite of the fact that ten- 
derer~ were not coming forward due to their inability to assure that 
the proccss would give the requiite quantity of silver, the Ministry 
came to the conclusion that there was nothing wrong with the prows9 
or procedure designed by tbc A r m .  They wou'd like to be further 
informed of the basis and circumstan~es under which the payment of 
Rs. 2.4 lakhs was made to the firm even though the designs prcpared 
by them were not utilised. 

Delay in commissioning of the Refinery Sub para--3. 

23. In March, 1953, an agreement was entered into with a foreign 
firm for the supply of mach;nery, and in 1956, another agreement 
was entered into with an Indian firm for erection. testing and com- 
missioning of the Plant with the assistance of the foreign firm refer- 
red to above. According to these agreements, the PEmt was to be 
commissioned in November, 1957. In fact, however, the Plant stbrt- 
ed regular production only in April, 1960, tha: is, after a delay of 
about 28 months. Even then the production capacity was d-.dci?nt 
to the extent of 20 per cent in the Melting D-partment, 25 per cent 
in Cell House and 50 pcr cent in the Ancillary Deaartment. The  
technicians of the A r m  left India in AprI1, 1960 without formally 
handing over the Plant. 

Explaining the delay of 28 months in the commissioning of the 
Plant, the witness stated that there were 3 oreanisations which were 
concerned with the construct;on of the Silver Refinery. The 
C.PW.D. was responsible for putting up the civil works, an Indian 



company was concerned with the erection of the machinery and 
fhb of West Germany was responsible for the supply of the mc& 
nery and equipment. He added that t k r e  was delay in putting up 
civil works due to delay in procurement of steel for the fabrication 
of trusses. Changes were also necessary in the layout fm structu- 
.ral reasons. Further the work wa3 held up because in excavation 
huge cement concrete blocks and stone blocks were found which had 
to be removed. This took a lot of time. 

Referring to the earlier recommendations of the Estimata Com- 
mittee and the Public Accounts Committee in regard to the delay 
and unsatisfactory work, the Committee asked whether responsi- 
bility had been fixed in the matter. The witness stated that as the 
Assay Master who drew up  the original scheme died in 1957, it w.o 
very difficult to fix the responsibility on any one. 

On being pointed out that the agreement with the firm did not 
specify the type of machinery or the number of machines and that 
subsuen t l y  a dispute arose regarding the type of machinery to 
be supplied, the witness stated that this was a new process which had 
:been discovered for the first time by the foreign firm The agrea 
ben t  provided that they should supply mcichinery and equipment 

f which would enable the refinery to refine 2,000 kilograms of liquid 
silver from the quaternary Alloy Coins. As the machinery supplied 
by them was not able to give the required out-turn, the company 
dtimately agreed to supply more machinery worth about Rs. 1.8 
lakhs. In reply to a question the witness stated that the two alter- 

' natives before them were either to reorganisc the refinery by 
making additions and alterations fo the present machinery or 
baking the present machinery continue at the rate of 1.4 tons ot 
freJent out turn for a longer period. It was found better to got tho 
spare parts and components worth Rs. 1.5 lakhs offered by the fbm 
and ensure e continuous and smooth running of the silver plant 
?or a period of 5 or 6 years rather than to increase the out-turn 
and complete the work a year or so earlier. 

The Committee feel that with better planning and co-ordimation 
the dday in CaarmiaSIoning the plant could hrve been ddmised .  
They trust that the reasons for the delay in completing civil worlrs by 
the C.P.W.D. would be properiy inquid into. As regards the a m  
ment with the firm for supply of machiaery and equipment, the Corn- 
mithe u e  of the dew that, even if a new process was inv~lvcd, Gov- 
ernment should have insisted upon a rchtdule of machinery and 
'eqtdpment to be supplied by the firm being included in the wmmmt. 
*ey hope such cases will not recur. 



MINISTRY OF REHABILITATION 

Cmpensation PooLPara 58, page 70 

24. The Compensation Pool was constituted under Section 14 ot 
the  Displaced Persons (Compensation and Rehabilitation) Act, 1954 
and comprises the following: 

(i) A11 evacuee properties acquired under Section 12A of the 
Evacuee Property Act, including the sale proceeds of 
any such property and all profits and income accruing 
from such property. 

(ii) Such cash balance lying with the C U S ~ O ~ ~ ~ D S  as may, by 
order of the Central Government, be transferred to the 
Compensation Pool. 

(iii) Such contributions, in any form whatsoever, as may be 
made to the Compensation Pool by the Central Govern- 
ment or any State Govemmeni. 

(iv) Such other assets as may be prescribed. 
The Pool is utilised for making payments of compensation and 

vehabili tation grants to displaced persons. 
(i) Outstanding cases of disposal of compensation Claim. 

Out of 5,03,103 applications for payment of compensation and rc- 
habilitation grants filed up to 31st March, 1963, 4,70,808 have been 
h a l l y  settled by payment of a total amount of Rs. 180.02 crores. In 
addition, statements of account issued in respect of 32,301 cases, in- 
volving a further liability of about Rs. 5.57 crores still await utilisa- 
tion by the claimants, as on 31st March, 1963. 

The disposal of the remaining 1994 cases is estimated to involve 
a liability of about one crore of rupees. 

The Committee were informed in evidence that out of the tow 
of 2962 applications for compensation claims pending as on 31-3-1964 
1,906 cases involving an amount of about Rs. 60 lakhs were disposed 
of leaving a balance of 1056 only which would be disposed of by the 
end of the next Anancia1 year (19666) .  

Asked a question, the witness stated that within a perid of 9 
years, 4,91,513 cases were settled. The 1056 pending application$ 
some of which originated earlier to 1955, were related to hard cases. 



While the parties were not easily traceable i n  some cases in others 
the applications were lost a t  some place. Further, the staff was alsol 
cut down considerably during the period 1958-59. The rate of pre- 
s ~ n t  d'sposal per month was about 100 to 200 cases. He added tha t  
cases were being disposd. of in a chronolsgical order as far as possi- 
ble and the maximum ceiling fixed for payment of compensation was 
Rs. 2 lakhs. 

While app:ecia:l~g the arduous nature of the task and the dim- 
d t i e s  involved the Committee would like to impress upon the Min- 
istry, the necessity of expedition in dea ing w ~ f h  such cases. The 
Committee hope thnt arrears w:li be cleared wi-hin the proposed time 
limit (fbanrial year 1965-66). 

(ii) Arrears of rents. 

25. The outstanding arrears of rent in respect of acquircd evacuee 
property, awaiting collection at the end of July, 1963, are estimated, 
a t  Rs. 3.66 crxes,  as against Rs. 4'03 crorcs, as at  the end of July, 
1962. 

The Committee were informed in evidence that a t  the end 04 
October, 1961, the arrears were Rs. 3.21 crores as against Rs. 3 .M 
crores as on 31st January, 1924 and during the last few months, 
Rs. 30 lakhs were realised. He added that the amount of Rs. 3.21 
crores which had been shown as the amount due from the tenants 
did not represent the actual arrears. There was some t;me lag in 
the matter of adjustment of rent. Rents were recovered in two 
ways; by psyrnmt in cash and by adjustment against compensation. 
The managing officers in the district passed on the information re- 
garding adjustments against compensation to the regional offices w h e  
again communicated it to the other wing. SD in some cases there 
had been a time lag and the net amount of arrears might be Rs. 2 to 
Rs. 2.5 crores. He further stated that special efforts were being 
mqde by deputing special squads in Delhi and Punjab to recover 
the arrears to the extent possible. 

Asked a question, the witness stated that the cases of arrears 
related psrtly to the period from 1948 to 1955. After this period, n o  
rent was payable in respect of properties which had been transfer- 
red to allottees either by way of payment of compensation or by 
sale. He further added that it was diWrult to spv hnw much of 
Rs. 3.21 crnres related to pre 1955 period a3 until 1956-57 the Custa, 
d-ans' Ornanisations were dfrectly under the S a t e  Governments ex- 
cept in Delhi proper. 



The Committee enquired about the largest single arrear from any 
fndivrdual organisation out of the arrears of Ru. 3.21 crores. Ihe 
witness stated that it related mostly to paor people and the indlvi- 
dual amounts involved were also small. As regards the Government 
Deptts., the Chief Secretaries of the State Governmints were re- 
quested to clear off their arrears which amounted to a few lakh of 
ruppe;. The largest number of properties were in Punjab and in 
Delhi. Then followed Bombay, Kajasthan, U.P. and Andhra Pra- 
desh. 

In re;ponse to a reference, the Ministry have furnished a note 
stilting that after 1961 due to rcvision of proformas, informaticn re- 
garding the break up of arrears of Rs. 2.5 crores of rent due fr.>m the 
Government Deptts., Government employees etc. could not be man-  
tained and hence could not be furnished. They have further stated, 
compilation of information under these heads now by the Regional 
Se:tlement Commissioners will involve a lot of time and labour 
which may not be commensurate with the results to be achievcd. 

The Committee are surprised that a Ministry which is responsible 
for the rcalisation of arrears do not have with them informa!ion re- 
garding the hrenk up of the debtors. The Comm'tlee are further con- 
s:rained to note t53! w e n  nfter 16 ycars a sizable amount of Rs. 2.5 
erores of rca! r:v.l iris still LO be recovered and the Ministry have 
failed to 1iqr:idate tlie i i t ~ u a r s  outstanding against State  Governments 
let alone the p w r  indivi{Juals. They feel that the Government machi- 
nery needs to be 1 jrled u p  to plug official de:ay and to effect better co- 
ordination hctwce*, 'he r:-gional centre;, and the !Ministry.. The Com- 
mittee would furthc. suggest that if the pilot schemes now hcinp: 
worked out in Dthlh~ nnd h n j a b  show favourable results, similar 
scbemas may be intr-ducctl in other States also. In the linht of the 
experience gained, the collection system should be resriented suit- 
ably. 

(iii) Rcrnission of Rent. 
26. On a representntim made by shopkeepers in the rear portion 

of Lsjpat Rai Market that tho front portions of the msrket had not 
been completed and that, therefore, their shops were surrouqded 
by wooden stalls, the Government ~anctioned in October, 1962, a 
remission of 25 pcr cent rent in respect of these shops on the  condi- 
tjorl that all the arrears of rent would be c l e ~ r r d  by the ~ h ~ p - k c w x : . ~  
withh a period of three months. A sum of RF. 1.43.413, strod re- 
r n W 4  an this account up  tn 30th Xln-.nlrer, 19fY w:*h r, further 
recurring remission of Rs. 4,213 per month thereafter. Confirmation 



tha t  the shopkeepers have cleared the arrears of rent however, dnl 
nwaited from the Government (December, 1985). 

The Committee desired to know whether the Ministry considend 
.the feasibility of instituting an enquiry to flnd out why the reglond' 
.organisations were inefTective in regard to the realisation of the rum 
of Rs. 67,909 outstanding on 29th August, 1964 as rental charges upto 
June 1964, on the basis of reduced rates. The witness stated that 
the displaced persons were reluctant to pay rents. However, on 
31st December, 1964 the arrears were reduced to Rs. 32,000. In 
reply to another question the witness stated that orders were issued 
that if the displaced persons did not clear their arrears by 31st 
March 1965, no remission would be made available to them and also 
if they failed to pay the rents by the 10th of e v q  month, no remis- 
sion for that particular month would be available to them. He 
added that the remission was a temporary measure and was granted 
to the shopkeepors whose business was being hampered by person9 
occupying 'khokhas' with the dear stipulation that they would ham 
to pay full rent after the occupants of the 'khokhas' were allotted 
regular shops which would take about 12 months' time. 

To a question the witness stated that the correct amount of 
arrears towards the end of June, 1964 was Rs. 61,607 instead d 
Rs. 67,909. 100 shopkeepers failed to pay the arream within the 
stipulated time i.e., by 31st January, 1963. They represented that 
they were prepared to pay the full amount if they were given the 
remission and were paying on the basis of 75 per cent hoping that 
they would get the remission. 

The Committee enquired whether the arrears could be reduced 
by 25 per cent if the remission was given. The witness stated that 
the arrears were Rs. 1,68,000, and the amount which they paid was 
Rs. 1.07 lakhs. The arrears were slightly more than 25 per cent of 
the total amount and if rebate was given most of them would not 
have to pay the arrears at all. 

The Committee am happy to note that Government have decided 
not to grant remission to those who hiJ to clear their arrears by 3lst 
March, 1965. They hope that early steps w i l  be taken to allot regular 
ohope to occupants of the 'kholthas' so that other dLopkeepers are no 
longer subjected to any handicap and Government are in a positien to 

full rent. 

Infructuous expenditure on Training-cum-Produetion Schemes-Para 
59, page 71. 

27. A yarn-producing plant and thirty-seven othet machtnu 
worth Rs. 46,300 and Rs. 60,700 respectively were procured in 194# 



for providing training facilities to the dhplaced persona at Arab-& 
Sarai Training Centre, Delhi. 

None of these machines was, however, put to use; the yarn-pr* 
ducing plant with accessorfes was shifted to Charbatia in Orissa in 
August, 1958, but was not worked on account of non-availability of 
cotton waste and men with the rquisite technical 'know-how'. In 
December, 1961, the State Government were advised to declare the 
plant as surplus and to report the same to the Director G e n e r a  
Supplies and Disposals for disposal. This report was, however, sent 
by the State Government, only after one year and four months, fa 
April, 1963. The plant had not been disposed of till September, 1963. 

An expenditure of Rs. 11,202 was incurred in the transfer of the 
plant and machinery from Delhi to Orissa and West Bengal, and 
on repairs, and watch and ward at Charbatia. There was also a 
pending claim from the Ddence Authorities for rent at &. 4,200 
per month for the period upto July, 1960 during which the Charbaa  
camp remained in possession of the Ministry of Rehabilitation. 

The other machines were transferred to Kamarhatty in West 
Bengal in December, 1958, for installation partly at Fulia and partly 
a t  Kamarhatty. The idea of utilising the machines at M i a  WM 
dropped in January, 1959, In June, 19fXl i t  was decided that the 
machines should not be installed at Kamarhatty either, and that 
necessary action for their disposal should be taken by the Ministry. 

Twelve machines of four different types costing Rs. 39,614 wtm 
,transferred to the Government of West Bengal, free of cost, in 
September, 1960, and the remaining twenty-five machines of fourteen 
different types, costing Rs. 21,086 were being cnsidered for disposal 
through the agency of the Director Geheral, Supplies and Dispogalr 

The plant and machinery had been transferred to Charbatia and 
K~marhatty without finalising any scheme for their working t h m  

The Commlttee were informed in evidence that in 1948 some 
Jlapanese machinery which worked on Cotton wade was obtained 
tor use by the displaced persons and were kept at Arab-kiSaraf, It 
was decided in 1958 to transfer the plant to Orissa and a regular 
scheme was prepared for working it for the displaced persans at 
Charbatia. The plant was shifted to Orissa accordingly. Later a8 
the Orissa Camp was liquidated and the plant was offered to the 
Government of Orissa. The State Government did not accept It 
due to the dimculty of securing sufecient raw material for w o r m  
the plant, lack of technical know-how to instal it and apprehensioa 
that the product would not have a market. Earlier the plant aprr 



Mered to the Governments of Bihar and U.P. who were also n o t  
keen to run the plant and, therefore, it was decided to dispose i t  of.. 

Asked a question, the witness stated that the plant was transfer- 
red in August, 1958 in consultation with the Orissa Government. The 
Committee enquirsd why the plant had been transferred to the 
Government of Orissa when it was a part and parcel of the rehabi- 
litation schemn The witness stated that the plant had become sur- 
plus to their needs and tho State Government had agreed to make 
use of it. He added that the State Government after having agreed 
that the plant would be utilised by the State Co-operative &part-  
ment changed their mind in 1961 not to operate it. The machine 
transferred to Charbatia was not actually unpacked and was lying 
in crate. 

The Committeo pointed out that the machine was acquired in 
1949 and it was sent to Orissa in 1958 and enquired as to whst had 
happened to it during the intervening period. The witness stated 
that the machine was iying at Arab-ki-Sarai Training Centre, Delhf 
and in the moantime negotiations were going on to transfer it to  
Orissa. He added that though the mschine in question was not tried 
h y  the Orissa Government, a similar machine was tried at Calcutta 
wme 10 to 15 years ago but the esperience was not quite satisfnctory 
as tho technical personnel held it to be obsolete, the efficiency was 
not adequate and the required spare parts were not available. T;lc 
machine at Ca la t t a  was installed by Japanex  technicians. 

Asked a question, in view of the shortcomings, why the mqchine 
was purchsed a t  all the witness stateci, "for training purposes the 
defects were not of a serious nature." 

The Committee poin td  out that public money was lockcd up 
unnecessarily and had the machine been disposed of earlier Govern- 
ment could have realised a higher prize. The witness stated that 
oince 1949 eflorts were made to make use of the machine at many 
places. First, the Faridabad Devehpment Board agreed to use it 
but subsequently they decided otherwise. In 1952 attempt was made 
to send it to Bhopal and Pepsu but it was not successful. Since the3 
the mxhinc was lying in Arab-ki-Sarai and when the problem of 
displaced persons became acute in 1958, it was sent to Chlrbatia tor 
use. The witness stated that the State Government was asked in 1961 
to declare the machhe surp:us but it could be dcclnred so only on 
12th April, 1963. It  was lying with the State Government who had 
to flu in the necessary form as the machine and its specification, 
were with them, and pass them on to D.G.S. & D, through the 
Ministry. 



Asked a qu5stion, t h e  witness stated that  in 1947-48 attempt was  
made  to introduze Japsnese type industries and on the  advice of a 
team who actually visited Japan, the machine was purchased. It 
was tried for training purposes for a few years, but there wore fre- 
quent bre3k-downs and the  spsre parts were not availsbie and 
ultimately it had to  be abandoned. The machine was not tn a salva- 
geable co:~diiion. Thn Committee desired to have a detailed note in 
this connection which has since been rex ived  as is enclosed at 
Appendix VII. 

The Committee obsente from the note that in addition to thi; plant, 
,Govcrnmcnt had imported 6 more p'ants of the same type ("Garabo" 
planfs)  2 of which were nllot'ed to the W e d  Bengai G:)vernmerlt, 
2 to Uttar Pradesh, 1 tr, Snurtlshtra, and 1 to Arsb-ki-Snrai Training 
Ccntrc. Delhi. The plant nt Saurashtra was diq~osnrf of in ,Tune, 1 3 3  
while thc two plants in West Rengal and Arab-ki-Ssrai Trairling 
Cen'rc, nelhi  were awaiting disposal. In all  these case; t h e  experi- 
ence of working was not satisfactory. 

In r r ~ p x t  of the others, information is awaited by t5e Ministry. 
Thn Government of Orissa informed the  Ministry finally in March, 
1961 that thcy hnd no approved s"eme, after th? C5arbri;is camp 
w a s  c1nsc:i, for op~r2:ir.r: the plmt ,  thnt skilled personnel was not 
av?:lablc. th?t r3w materials were not available locally and that the 
schrmr could not b? run econornic311y. As this was inccnsistent 
wi!h the c x l i e r  r e p ~ r t s  from the Stztte Government that  cotton 
wayte f x  running the plants would be available from Orissa Textile 
and 3$ the State Govcrnmcnt had not av3ilxl themselves of the 
Mlnis!ry's offer to nrrlnqe an eup?ri?nced technical hand, a further 
r c m r t  h - ~ c  been mllcr! f r from th T-. by the hlinis!rg in  M,?rch, 19G5 
a ~ k i n g  fnr t h y  rcnsons W!IY th?  plqnt c?ul.3 no! be instnllcd imme- 
di.)te!v aftrr  i t  W.IS r:\cci\vcd and why t h ?  s u h q u e n t  prs;posnl O F  the 
St:itc Covc~rnmrn! for the u:i!i.;ation clf the plant dld not material~sc. 

The C3mmittce regret th.1~ due to inadequate planning, vascillrr- 
tioil in t'lkirg deciiions nt d:ffcrt*nt levels and by choosirrg mttchincs 
wilhoul testing their cffi-acics properly, Govcrnment had incurred an 
expenditure whirh with rr proper planning could hnve been better 
util'ucd. The Commi!te? nrc at a loss to understand why d l  iht 
mar.hin+~~ were purchased in ane lot and even one was not put ia tp! 
to arccr1n:n that they would fulfil the expectations. The Cnmmittee 
arc amnxd thst Government could accept a proposlrl to purchnsa the 
plants cvca without uscuing prapcrly whether, raw materials, spare 



puts .ad even technical know-how to elect them would be mailable 
fmm indigenous sources and whether the products would find at  
market. They farther feel that the Government seem f6 hare been 
tempted and had acted in a hurry b adopt the Japanese type indus- 
Mes without properly plaxming the Merent aspects of the scheme 
in as much as the machine sent to Chubatia wm never opened, and 
put to use and was allowed to lie h crates 

The Committee are unable to accept the contention of the Gov- 
ernment that for training purposes the defects were not of a serlow 
nature'. The Committee would like to stress that while making pur- 
chase of machinery, Government Departments should always cnsum 
that it is free from defects. It t beyond the comprehension of tba 
Committee how trainem could be benefitted if they had training on 
obsolete machines They feel that public money was unnecessarily 
bclred up due to the utter lack of initiative on the part of the Ministry 
in f i na l i s i~  the formalities for effecting the disposal of the machines. 
The fact that the machines could not be disposed of even after two 
yeam of a decision taken in this regard, according to the Cornmittec, 
does not speak highly of the procedural efficiency. They rvge that 
witbout any fiuther loss of time, the machines should be disposed of. 

Accounts of Loans to Co-opetative Societies Para 98(i), Page 137. 

28. The following table indicates the position of the loans grant- 
ed, outstanding and overdue as on 31st March, 1963, in respect of 
some of the Cosperative Societies for which detailed accounts are 
maintained by the Deputy Registrar of Cosperative Societies, 
Delhi: - 
Rehabilitation Loans.- 

(In lakhs of rupees) 

Period during which Total Amount Amount o~c*duc, out- 
m d  No. of So5aies amount recovered stardin: (principal a d  
to whom loans were granted interest) as on 
granted. 31-3-1963. 

Out of the amount of Re. 7.51 labs, a sum of Fk 52,880 w u  
oollected upto September, 1963, 



The arrears in repayment of loans relate to the perfod 1952 t@ 
1058. 

Tbe recowry of a mun of Rs. 5.59 lakha has been advised to the 
Collector for recovery as arrears of land revenue. 

Seven societies against whom an amount of Ra 88,934 k outstand- 
Ing and which have failed to execute the bonds in favour of the 
Government are stated to be under winding-up proceeaings. 

The Committee were informed in evidence that Rs. 3.3 l a k b  
were recovered from ths outstanding amount of Rs. 7.51 lakh& 
Loans were sanctioned in 1949-50 and at that time the work was 
under Delhi Administration. According to a condition for granthg 
the loan, the recoveries could not be made during the first three 
pars. Later, a compensation scheme was introduced and lot ot 
recoveries were made by naking thp adjustments against compen- 
ration claims. The figure was reduced from Rs. 6.90 lakhs to Rs. 4.2 
M s .  As regards the societies under liquidation, the witness stated 
that Rs. l6,r70 were recovered and the collector was asked L,, collect 
the balance as arrears of land revenue. 

The Committee may be informed of the latest position regarding 
the recovery of the balance of the loan amounting Rs. 4.2 IrrUls. 

Dt&?tdakamnyo Project-Appevdu I to A d i t  Report (Civil), 1962, 
Page 166. 

29 (1) Ertra ezpend~ture on deputn- Government, however, re- 
&XI allowances.-An Assistant Engi- gularised the overpayment 
neer was granted, while on deputation in April, 1963 by granting 
to the Project, extension of service extension of service to the 
from October, 1959 to May, 1982 by the officer upto May, 1962 as a 
Dandakaranya Deveioprnent Authority very special case, to avoid 
without reference to his parent de- hardship to the officer.. 
partment, vit,, the Central Water and 
Power Cornmimion, who subsquently 
dcclined to grant the extension of ser- 
vice. The officer was treated as re 
employed after retirement r8r the 
pniod in qusrrtion and ar r result of 
thia, deputation and project dlowancer 
mounting to Rs. 4,892 dnwm by hlm 
became recoverable. 

(2) Aoclddabk lam.--Tbe l h c t o r s  01 A supervtsor hrcs been m= 
aar of the Rscluarti~oo Unit, w varted to tbe part d 
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marched, during November, 1961 on a 
road, instead' of following the estab- 
lished convoy route, running 
t h r m g h  fields, causing hesvy damage8 
t o  the r ~ a d .  Th? Project authority has 
admitted the damage a t  Rs. 20,336 
agaiast Rs. 28,300 chimed by the S a t e  
Government and the latter's nceptance 
of the modified amount is awailed. 

(3) Loss in  local purchase of spare 
parts.-The Transport Officer of the 
Project placed during the years 1960 
and 1961 a number of supply crder,; ior 
local purchase of spare parts a g g r s  
gating Rs. 1.44 lakhs, keeping the value 
of each supply order within Rs. 500 
(upto which he was authorised to make 
emergent local purchsses) . Non-pur- 
chase of  the sp?re parts  thro-;gh the  
Store; Purchsso Orgmisation of the 
Prsjezt resulted in a l o s ~  of discount 
amounting to Rs. 23.063 (at 16 per cent 
on the list price). 

(4) Losses 0.1 p u ~ c h a s e  of commodi- 
ties.--Out of 1,493 maunds of dal pur- 
chsscd in August. 1960, by the Project 
at a cost of R;. 45,201 (including t r a ~ ~ s -  
p x t  c h s r g s )  for issue to displaced 
persons to be resdtlcd in the Project 
Are?, 1086 maunds were sold, mostly 
in February, 1962. for Rs. 19,147, as 
surplus to requ~rement;. The loss in- 
curred i n  this transaction hss been 
estimated a t  Rs. 26,000 (approximate- 
IY). 

chargeman and a severe 
warning has been adminis- 
tered to another supervi- 
scr and two Tractor Drivers, 
1nstru:tions for preventing 
recurrence of similar cases 
in future have also been 
issued. 

Thc Dandakaranya Deve- 
lopment Authority observ- 
ed while approving .the 
purchsses ex-post-faclo in 
January, 1963 th-lt these ir- 
regular transactions should 
not have taken pince and 
that such irrcgul:~riti?S 
should not occur in future, 
They also decided in 
January, 1963 that the tran- 
spart o f i x r  should be 
instructed accordingly. 

The 10;s has becn apes- 
sed taking into account a 
shortage o! 56 rnsundc and 
the fact that thc balance 
stock of 351 msunds is 
st3ted to be in unm2rk.t- 
able condition. The Gov- 
ernment have stated ths t  
dal hnd to bc dirposed of 
dur ' , ' :, :~;i:nhy of dl* 
placed persons bcing smal- 
ler than anticipated. 

( 1 )  Extra Erpenditurp on Deputation A1 lowances: 
The Committee were informed#i@ evidence that t h e w  was lack 

of coordinaiion between the two Deptts, of Dand~karaqya  D m e l o p  
ment Authorjty-Chief Engineer's Oflice and the Chief Adminidra- 
tor's cmce. The Officer, in question was appointed by the  Chief 
Engmezr, who had the powers to appoint on his own, gazettzd om- 
cers upto the r m k  of Assistnnt Engineers withciut writing t o  the 
office of the Chief Administrator. Later on, when the propos313 were 
sent to the Dandaksranya Development Authority Head Oflice for 



extension of the service, it was not mentioned that this officer wm 
on deputation. The lacuna had come to light only when i t  was poin- 
ted out by Deputy Accountant General. The position was rectified 
and the past of the Chief Engineer was down-graded to that of a 
Superin tending Engineer and all gazetted appointments were now 
k i n g  made by the head ofice. 

The Committee observe that the irregularity came to light only 
when it was pointed out by the Deputy Accountant General. Tbe 
fact thnt the officer was on deputation to the project should have been 
known earlier from the orders appointing him to the project and 0 t h  
papers from his personal file. The Committee hope that mcb irregp- 
larities will not recur, 

30. Avoidable toss.--The Committee were informed in evidence 
that the incident occurred in Madhya Pradesh and the actual claim 
of Rs. 28,315 was divided into five ca tegor ies ( i )  actual damage- 
%. 20,367; ( l i )  repairs including picking of road service-Rs. 1,668; 
(iii) other contingencies-Rs. 661; (iv) hutting accommodation-14 
per cent; and ( v )  supervision chargee24 per cent. The State Gov- 
ernment was toid thnt items r e f e n d  from (ii) to (iv) were not 
really over h(.nds and also not actual damage. The State Govern- 
ment, however, maintained that itcms (iii). {iv) and (v) had to be 
paid, though thcre was a possibility of the supervision charges being 
waived. The witness added that according to instructions tractors 
were not to bc sent on roads excepting on tractor-carriers and in this 
c3asc t h r  cmccmed person wac reverted to a lower post as punish- 
ment 

The Committee desire to be infonned if the reduced amount of 
R6r, 20,366 has sine@ k n  accepted by the State Government and paid 
i n  them. 
Loss ui IJocaI Purch.c~.w of spare parts' 

31. The Committee wpre informed In ev~dence that the transao 
uons were irrcgulnr and should not have taken place. There war 
shortage of spare parts The tenders were invited and orders were 
placed, but the parts were being received late. In the circumstance6 
25 per ccnt of stores worth Rs.l.44 lnkhs out of the total rquirement 
af Rs 6 lakhs wcrc purchased through short orders The witnesll 
added that there was no malafide, in  any way as the stores were 
ordered in thr interest of getting the ~-c) rk  done. As regards the 
loss of dlwourlr, the witness s : : ~ t c d  that i t  was 3 hypothetical assump 
tion. The process of getiitlg discount (16 per cent) on m n i n g  con- 
tract was introduced in 1961 and before that  the Project wm not 
~.ligihlc lo  get discount except by negotiation We added that th. 
bulk of thc orders were placed through D.G.S. & 0. and the question 
. \ I  discount did not arise. 
3M (Ai i )  LS--5 



Asked a question, the witness admitted that the spirit of the rulcca 
was contravened as the order for Rs. 1.44 lakhs was divided inW 
small orders of about Rs. 500 each which was definitely wrong. The, 
witness added that it was a bona jide mistake as otherwise the vehi- 
cles would have come to a standistill. The ofRcer concerned sho~lld. 
have informed the Chief Administrator and should have gone to Dan- 
dakarnya Development Authority and obtained special permission 
to do that. The ofiicer was warned not to repeat it in future. 

The Committee pointed out that big orders were divided into 288 
items of Rs. 500 each over a period of 2 years and desired to know 
whether purchases were made from one company or from different 
companies. The witness stated that Dandakarnya Development Au- 
thority examined the matter and considered that it was a bona f ide 
error and that purchases were made from different companies. 

At the instance of the Committee, the Ministry of Rehabilitation 
furnished a copy of the report of the Chief Administrator of the pro- 
ject on the matter. I t  has been stated that Dandaknrnya Develop- 
ment Authority considered that these transactions were irregular and 
that they should not have taken place. Such irregularities should 
not occur in future. It was also decided that the Transport Ofliccr 
should be informed accordingly. 

The Committee feel that even if there is no tnala-fidc in thew 
transactions, the action of the officer concerned was clearly and deli- 
bcratelg designed to circumvent the rules and resulted in an extra 
expenditure. They feel that the issue of warning to the Transport 
Officer was not a sufficient punishment in this case. Thc Committee 
feel that the supervision in this case wa5 also weak. 

Loss on p1irchase of cowinrtsdities. 

32. Thc Committee werc :nformed in evidence that in consultation 
with the We'it Bengal Government i t  had been decided that about 
5,000 to 6.000 families would bc coming to Dnndakarnya Accord- 
ingly 4,500 maunds of dal was indented for 6,000 families. The extra 
demand was brought down to 1.500 maunds for 2.000 fnmilic.; which 
was a reasonable expectation. 

Asked a question, the witnc4.k~ .r;;ltcd that  though people w r n  
coming in, the consumption of dal was slow. The supplier had a s k 4  
thrm to lift the stock but it could not bc done due to some delay 
and it was not thought advisable to pcnalist the party when the 
D.D.A. had not lifted the stock earlier. 

The Committee desired to know if there was any  negligenab or) 
anybody's part due to which some amount was last in this ease. The 
witness stated that the dal was kept in covered godowns. He added 



that  there was a a reasonable expectation that  the  displaced persons 
would come but they did not come in time; they came later. The 
off take was low. They also did not buy the whole quantity. In the 
meantime, the dal had deteriorated. 

The Committee arc of the opinion that having regard to the negli- 
gible progress that was mnde during the years 1958-60 in settling 
refugee families, the purchase of dal should have been regulated with 
some degree of caution. 

33. The Committee pointed out thnt 935 maund., f . ~ f  which 
were purchased a t  Rs. 31 per maund by extending the date of supply 
was sold back a t  Rs. 18 per maund. The witness stated that the loss 
of Rs. 20,000 could have bccn avoided if it was known how many 
families wcrc coming i n .  Hc added that the anticipstion of 2,000 
families was rcasonablc. The supply officer was originaily a t  fault 
in not lifting the stocks at R stipulated date. Subsequently, there 
was some diffesencc betwucn the supply officer and the dealer and 
the former recommrndcd thnt the order might be cancelled. The 
Chief Administrator who had to take  a decision, after examining the 
case agreed to give thib cs;e:uion ss htb took tire \.:tb:v h a :  'if this 
di.11 had nett rictr~riorn:ed his, n c  r '  ,~bligntic.)n thr' 
order should not 1 1 ~  c.ancelli!cl ' Thc day  7 . ~ 2 . ;  cl~Aivcreii in 3 instd- 
men!.; i.c., A\~i:u:;t 1!P;.). C ) r . : ~ i ~ c b r  IW! o w i  5Iar.c:: 1961 50 ?sten:- 
sic.m wns grnntt!d 111 1961. Thc Committee wcrc fu:.thclr informed 
thnt nuc!icm was hf ld  in Fe!,ruary. 1962. I t  wcn! I.) L!P hishest 
bidticr btt! d?ll had d ~ t e r i o r n t r 4  i w v  m u c h .  

Thc Cnnunittw were lrifurmcd !n c~.tdvr~cc. th. i t  there were 6 ctr 
7 non-offl::inls who camp along with the disptaced persons. These 
perwns had Same influence ovtv the displaced persons and were given 
d~ffcrt-nt assignments on n H s c 4  honnrnrium of Rs. 700 per month. 



The Committee desired to be furnished with the information oa 
the following points: 

(i) What were the reasons for selling dal at difl'erent rates 
ranging from Rs. 18 to Rs. 35 per maund. 

(ti) What was the total quantity of dal sold and what was thc 
quality of the dal at the time of sale. 

(iii) The number of non-officials em?loyed on honorarium basis, 
the period for which they were employed, the jobs assign- 
ed to them and thr  total amount paid as honorarium to 
them. 

This information has been furnished by the Ministry of Hehahill- 
tntion and is at Appendis T'III. 

From the statement the Committee flnd that out of 1493 rnaund* 
29 seers 10 chataks of dal 1261 maunds 36 seers 12 chataks wem sold 
by auction because dal had deteriorated to the extent of k i n g  unfit 
for human consumption due to long storage and only 151 maunds 32 
seers 14 cha t ah  were sold to the displaced persons at approved rates 
Tbe Committee feel that the scheme of procurement of dnl and i t ?  
d c  to the displaced persons was prepared without any realistic 
assessment of demand, and that no care was tnken to keep dal under 
proper storage as a result of which u sizeable quantity became un- 
consumable within a period of two years. If the condition of dal wm 
checked from time to time, the extent of deterioration would not havc 
been so great and the loss to government would have been less. 

The Committee are of the view that the Dundaknrnya Develop- 
ment Authority at the time of giving extension to the Supplier s h o ~ l d  
have taken into account the changed circumstances vir., ( i )  the a h -  
val of lcss number of displaced person\; and (ii) the slow consump- 
tion of dal by the displaced persons; and they should have ~ v a i l d  of 
the opportunity for cancelling the uncxecuted portion of the order. 
Thi4 would have minimisecl the lw\ on thih account. 

The Chief Administrator had infor~ned Audit in Febrnary, la? 
that the ebservnnce of formalilit..c prmcribed by the rulm delayed db. 
paeal of the material when i t  w a s  still good. The Committee regret 
to note that failure to attend to mwal formalities promptly had dclry- 
cd disposal of goods. The Committee would suggest that DmdlLJLPfllya 
Development Authority should preparc estimates mom nulistically , 
and irnpmt the system of inspection af stores so that rtmilrr c a w  
do not recur. 



IV 
MINISTRY OF STEEL AND MINES 

(Depattment of Lron and Steel) 
Iron and Steel Eqwlisation Fund-pages 88-90, para 72. 

34. The Receipts and payments Account of the Fund for the year 
196283 and its balance sheet as on 31st March, 1963 are reproduced in 
Appendix IX of this report. 

A summary of the transaction for the four gears ending 31st March. 
1 ~ 3 *  is given hclow : 

Y car 

( In  crorei of Hupe,s) 
2 - . "- --- 

Receipts Payments C s ~ h  
Bal ancc 

at the mil 
of the yt lr  

The closing balance in the Fund thus showed increase of ~jve!  
Rs. 11 crores during the year 1962-63, over 1961-62. 

The Committee referred to para 85 of their Eighth K e p r i  (Tiurd 
Lok Sabha) and desired to know whether a thorough review of the 
constitution, scope and working of the Iron and Stecl Equalisation 
Fund had been undertaken and if so, what was the present position. 
The Secretary, Ministry of Steel and Mines (Department of Iron and 
Steel) stated in evidence that the Government undertook a review 
and decided last year to wind up the Fund He added that from 
1st March, 1964 there would be no transactions relating to the Fund. 
but adjustments pertaining to old transactions would continue to be 
made. In reply to a question rrgard~ng the appointment of a Cwn- 
mittec and the recommendations thereof, the witness stated that tht* 
Government had appointed the Rnj Cornmillee and part of its re- 
 omm mend at ions related to thc administration of steel control. Mter 
the study of the m m m c n d a t f o n  of the Committee, &vernment CmQ8 



to the conclusion that there was no need for continuing the Iron and 
Steel, Equalisation Fund. He added that the balance in the Fund was 
Rs. 63.7 crores as on 18th December, 1964, and that would become part 
of the Consolidated Fund of India. Till all the past transactions of 
the Equalisation Fund were completd, it would be kept as a separate 
account. The Secretary also stated that the question of a difference 
in price of imported steel and the indigenous steel was under consi- 
deration and in the meantime the actual user would get the benefit 
of the imported steel. In respect of transactions carried out prior to 
1st March, 1964 the amount expected to be received was round about 
Rs. 19 crores and payments out of the Fund in respect of past adjust- 
ments were about Rs. 15 crores. 

On being asked as to when the transactions were expected to be 
completed, the Secretary stated that except some hard cases, 90 to 95 

' per cent would be settled within a year. There would be a residual 
balance where there was some difficulty about documentation which 
would not amount to much. 

On being asked as to the particular reason for the large outstand- 
ings, though the main producers had made collections from the con- 
rurners, the Secretary stated that unfortunately in all these cases 
&re were claims and counter claims. The producers did not pay 
their claims to the Government if there was an equal or nearly qua1 
set off. The witness admitted that there was also a good deal of delay 
an the part of the Department in adjusting the producers' claims and 
therefore they were not in a very strong position to press for the 
realisation of their dues. The witness further added that there were 
rlso specfal advances amounting to Rs. 20 crores given to TISCO and 
IISCO, which might later be added to the Equalisation Fund. 

The Committee regret to note that there is a good deal of delay 
.n the put of the Department in adjusting the clailns d producers, 
which has been stated as one of the masons for not pressing the pro- 
ducers to settle tbe outstanding amount due to tbt Equalisation Rurd 
The Committee me of the opinion that the diiaculty about docamen- 
frtion ete. is not of such a nature as could not be overcome by the 
Department. In this connection, the Committee would Like to draw 
the attention to tbeir earlier obsemation contained in pan 85 of tbeir 
PSgtrtb &port (Third Lok Sabha) wberein they had observed tbat 
d u e  delays in reeavninp outstandings due to the F'und as also tong 
standing differences with the main pducota indicate that the work- 
ing of the Fund i+ not quitc m!isfactory. 



Tbe Committee desire that the recovery of the onbtanding amaunt 
d about Bs. 4 crores which is due to the Equalisation F'und after nd- 
ja t ing the claims and counter claims '(about Bs. 19 crow expected 
to be received and about Rs. 15 crores payments out of the F'und) 
oa respect of past adjustments should at least be collected on account. 
If necessary a team of otficers including a representative of thc 
Ministry and of the Iron and Steel Controller and a representative of 
the Comptroller and Auditor General of India may be deputed with n 
specific direction to settle the outstandings at the earliest possible 
date. The Committee also desire that a decision on the question re- 
garding the difference in the price of imported steel m d  indigenous 
steel which is stated to be under consideration may be taken at the 
.earliest. 

35. The Committee desired to know the constitution that had been 
.envisaged for Freight Equalisation Fund which would be adniinik 
tered by the Joint Plant Committee and the control of the Govern- 
ment over the latter. The Secretary stated that they had no special 
control except that the Iron and Steel Controller was the Chairman 
of the Committee and there was also a member of the Railway Board 
,on the Committee. The main producers were instructed that gene- 
rally they should continue to charge freight as before and adjust the 
freight element which they would charge, so that they did not make 
too much profit or suffer a loss over it. It was a mutual arrangement 
which they had agreed to. 

On being asked whether there should be any statutory control 
over the fund which had accumulnted as a result of a scheme sanc- 
tioned by the Government, the Secretary stated that the position war 
a little nebulous as the whole constitution of the Joint Plant Com- 
mlttee itself was not statutory. Giving of some legal or s tatutaq 
recognition and putting the J.P.C. on a sounder footing was under 
consideration and a Bill might be brought before Parliament soon 
**In answer to another question, the Iron and Steel Controller stated 
that the amount of F'reight Equalisation Fund was kept in the bank 
in a separate account. The Chief Executive Officer, had been authe  
rised on behalf of the J.P.C. to operate this Prctwnt. 

The Secretary added that the Government had made an initial ad- 
vance to the Committee. The witness further added that it was done 
in a hurry and the position was not very satisfactory. It appeared that 
that body was functioning reasonably well and there was e good deal 
of cooperation between thc Government and that body. 



The Committoe am uvphisal to note that the Govclmnrmt h v e  w 
spbJ.L ebPtm1 ovsr the Joint Plant Committee wen though they ham 
made an initial advance to that Commitbe, It would be ditlicult tr, 
stsure, in the absence of any Governmental control that the imbue- 
Lions issued by the Government to charge common height from d l  tbe 
carrsumers will be fdlowed by the producers. 

From a Shteunent (Appendu X) furnished at the instance d 
the Committee it is noted that the amount payable by the J.P.C. to- 
wards Freight Equalisation is Us. 28,08,555.04 and that the monthly 
transactions of the J.P.C. also m into several lakhs of r u p e  The 
Committee are of the opinion that when e scheme has the sanction 
of the Government and funds accumulate as a result thereof, there 
should be some sort of statutory control over the funds. For thh 
purposle the proposed Bill to put it on a statutory fooiiag should ht 
brought before the Parliament as early as possible. 

36. The Committee desired to know whether the staff ~n the oflice 
of the Iron and Steel Controller was reduced after the order of de 
control on certain commodities took effect. The Secretav statod - 
that the staff had been reduced substantially. Out of 500 people, 80 
people had been reduced and there was 3 proposal to reduce snmc 
more and the net saving on that account was about Rs. 3 lakhs. A l r  
the retrenched staff had practically been absorbed else-where 

The Iron and Steel Controller stated that the staff of J.P. Con)- 
mittee was paid their salaries out of the J.P.C funds. On k i n g  
asked as to how the funds were raised the Secretary stated that on 
the decontrolled category an amount of Re. 1 per tonnc was charged 
in the price of steel sold to meet expenses which was not suppscd 
to go as profit to the producers but to the fund t o  meet the expenw 
of J.P.C. 

In answer to another question, the Iron arid Stwl Controller 
stated that the total number of persons which would bc r e q u i d  
now for the omce of the Iron and Steel Controller wuuld be a littlrh 
below 400 and that 30 or 40 people would be retrenched In the next 
one year. On being pointed out that the work iri the omcc of tht* 
Iron and Steel Contmller would be much less without Steel Equal1 
sation Fund and retention price element the Secretary stated that 
100 was not the final figure and added that a sum of Rs. I9 crom 
was to be realfsed for which there w o ~ ~ l d  h considerable work tm 
the account8 side for a year or two. 

From a note (Appendix XI) furnished et the instance of tbl. 
Committee, it L noted that the adua! savings on account of d u e -  
tion af parb of dm In the office of the Iron and Stwl Contrdlm 



due to decontrol of certain items of iron and steel and the winding 
up of the Equalisation Fund, for the period from 1st March, 1964 to 
31st December, 1964 amounted to Rs. 1,22,000 and the total daving 
anticipated upto 28th February, 1967 on this account may not be 
less than Rs. 6 lakhs. 

The Cmnmittee suggest that the decision on the report of the 
Work Study Team appointed by the Department to assess the quan- 
tum of work left with thc oflicc of the Iron and Steel Controller as 
a result of decontrol and the requirements of staff appropriate to the 
work which are stated to be under consideration, may be expedited 
d the Committee informed of the final outcome. As the work in 
the ofRm of the Iron a d  Steel Controller would be much less with- 
out Steel Equalisation Fund and retention price element, the Com- 
mlttee desire thrt steps should be taken to achieve maximum eco- 
namy in w a r d  to staff in that office. 

A. Receipts 

37. (i) Surcharge from the main producers:-The amounts which 
accrued to the Fund on account of surcharge payable by the main 
pducers  and the amounts realised were as follows: 

Amount Amount hlancc 
Jue till rdised due 

till 
3 1 - 3 4 ?  31-3-63 

I'uhlic S m o r  25 -40 25  '00 0.40 

The total amount of Rs. 4.91 crores tvas reduced to Rs. 4 crorec 
as at the end of Octobcr. 196.7. 

(1t) Amounfa due from ccmttolled stmh?sts.-In paragraph 88 d 
Central (Civil) Audlt Report 1963, a reference was made to the 
delay in cffccting rmoveries from the controlled stockists. The 
Ministry stated in March, 1963 that the  delay was being reduced as 
far as practicable. 

The total amount outstanding from thc control14 stockists at the 
end of March, 1W7 was Rs 13.99 lakhs as against Rs 7.99 lakhs 



at the end of March, 1962. The increase of Rs. 6 lakhs b stated b 
be due to the issue of bills to the stockists, consequent on the in- 
crease in steel prices from 30th April, 1962; a part of the amount 
included in the revaluation bills on account of relaxed categories of 
steel is, according to a legal advice subsequently obtained, not re- 
coverable from them. 

The amount of Rs. 13-99 lakhs was reduced to Rs. 3.83 lakhs 
(approx.) as at the end of October, 1963. Of this, a sum of Rs. 1-68 
lakhs is stated to be under disputelsub-judice. 

The Committee referred to para 27 of their 25th Report (I'hird 
Lok Sabha) and desired to know the present position about the rea- 
lisation of outstanding dues from the producers. The Secretary 
stated that as far  as the main producers were concerned there were 
no outstandings. In relation to transactions prior to 31st March, 
1963 with the main producers, adjustments had been fully carried 
out. In the case of small producers there were certain outstandings 
and one of the reasons was that there were counter-claims by those 
people. When there were counter-claim for more or less an equal 
amount it was not possible to take drastic action to realise the 
amount. The validity of the counter claims was being examined. 

On being pointed out that the recovery had always been much 
more than payment, the Secretary stated that till the admissibility 
of the claims was examined, it became difRcult to insist on payment. 
Before the claim was accepted or rejected, the documents had to be 
examined which took time. The Committee pointed out that the 
claims were invariably inflated and enquired whether it would not 
be possible to realise at least a portion of the dues. The Secretary 
stated that it was done in the case of nSCO and TISCO and the 
figure of Rs. 60 lakhs from TISCO and Rs. 20.30 lakhs from IISCO 
were arrived at and they had been paying the amounts monthly. 
After some time, suddenly the steel price was increased and the 
party had stopped payment and had stated that as the Department 
owed Rs. 8 crorc- there was no point in paying Rs. 60 lakhs. 

On being asked about the present position in regard to the reall- 
aation of Rs. 4.91 crores, the Secretary stated that the amount had 
tieen realised and most of it was by way of adjustment. 

It wuld be seen from a note (Appendix XII) furnished a t  the 
instance of the Committee that in regard to the recoveries of Rs. 4-91 
crores from the main producers, the realisations arc as fa1lowrr:- 

( i )  by way of cash or cheque Rr. 0-77 crorcs; 



(ii) adjustment from payments due to main producers from 
Iron and Steel Controller'Rs. 3.87 crores; and 

( i i i )  cancellation of bills on account of revision of order Rs. 0.27 
crores. 

The Committee suggest that the process of settliag the counter 
elaims of the parties concerned should be expedited so that the ad 
unounts due from them can be realised with the least possible delay. 

B. Balance Sheet 
38. ( i )  Sundry Debtors.-The outstanding against 'Sundry 

Debtors' amounted to Rs. 727.52 lakhs on 31st March, 1963 as shown 
below:- t 

(In lakhs of Rs.) 

Year to 
we". . 

Prior to 

The 
- - - . - - - - --- . - . - - - - - - - -. 

total outstanding was reduced to Rs. 600 Iakhs (approx.) 
zs at the end of ~ c t o b e r ,  1963. Of this, an amount of about 101 
Iakhs was outstanding against the re-rollers, and related to the re- 
coveries due on account of surcharge and revaluation of stock on 
M e r e n t  dates ns a result of increases in the statutory selling prices 
Out of this amount of Rs. 101 lakhs, Rs. 92.20 lakhs are outstanding 
against four re-rollers; the balance of Rs. 8.80 lakhs is stated to be 
covered by counter-claims of the re-rollers; (December. 1963). 

The Committee desired to know the position about the realisation 
of the amount of Rs. 727 lakbs. The Secretary stated that the out- 
standing on 31st March, 1963 had been reduced to &. 135.63 lakhs 
and all arrears prior to 1959-60 had been realised except Rs. 8.43 
lakhs which had been allowed t o  remain outstanding as there were 
counter claims which were not yet set!led. The Iron and Steel Con- 
troller had been nsked to cxnrnine the possobility of forming a small 
Comrnfttec and to have a meeting of importers, Accounts and Audit 
people to wttlc thosc bills. Thr me1 difllcultv in all those cases was 
that documentation was incomplutc on both sides. On being asked 



about the break up of the amount of Rs. 135 lakhs, the witness stated 
that Rs. 63 lakhs were from re-rollers, Rs. 67 lakhs from importers, 
Rs. 2 1- from controlled stock holders and Rs. 3 lakhs miscellane- 
ous. 

The Statement (Appendix XIII) furnished at the instance uf the 
Committee shows that the outstanding amount against Sundry 
Debtors as on 31st March, 1M3 was Rs. 7.27 crores and the realisa- 
tion was Rs. 5.92 crores which includes an anlount of Rs. 4.35 crores 
by way of adjustment from payments due from Iron and Steel COII- 
troller to the producers. The Committee suggest that steps may be 
taken to convene the proposed meeting at an early date if not al- 
ready done with the Accounts, importers and Audit repre.scmtative.i 
for the nalisation of outstanding bills. 

39. One of the re-rollers, against whom a sum of Iis 10.76 I~kh: ,  
was outstanding, was allowcrl by the Iron and Steel Contmller on 
7th August, lM to pay the dues in monthly instalments of Rs. 40,UW 
although the cuncess;on was not covered by any general or .spec131 
orders of Government. 

The Secretary stated in evldence that there was d slight mi$- 
understanding and no permission had been given for payment by 
~nstalments I t  was only a case of giving them time to producca 
documents and accepting payments as an interim measure m c e  
they had offered to make certain payments by instalmentli 7 % ~  
balance outstanding against the firm at the end of December, 1962 
was Rs. 10.76 lakhs. The witness added that the attention of the 
firm had been drawn to the  heavy outstanding and the Arm had 
been informed that if they failed to pay before a stipulated date, 
action would be taken against them The firm had sent a cheque 
for Rs. 71,662.49 on 27th May, 1963 in full settlement of 7 b i h  b u t d  
during 1957 to 1960 and had intimated that they were d n g  
arrangements to clear the dues in instalments. On 6th July, I f 6 3  
a letter had been issued to the Arm rejecting their proposal to 
liquidate the government dues by ~nstalments In responpct, thcs 
firm had again offered to pay Rs. 20,000 per month to liquidate their 
dues  The f h n  had also represented that some amount would be 
due to them on account of transport charges and railway freight 
The A r m .  however, did not submft their claim becam they d ~ d  
not find the supporting documents. It was also not possible for t h v  
office of the Iron and Steel Controller to ascertain the exact unatnt 
due to the ffnn. In view of that position, it was decided to gtvo H 

time Umlt to the ffrm till 1st December, 1983 tr, submit their coun- 
terclaims complete In a11 respects failing which they should makt 
payment of thefr dues in one lump sum and in the meanwhile from 



6tb August, 1963 to 30th December 1963, they might be allowed to 
pay Rs. 40,000 wery month for 4 months. The idea wes to get some 
money from the Rrm pending submission of counter claims. The 
A r m  had been paying instalments a t  varying rates on their own 
accord after 30th November, 1963. The total outstandings against 
the firm on 31st March, 1963 was Rs. 2.95 lakhs and that amount 
had been completely liquidated. 

The Comptroller and Auditor General pointed out thdt the firm 
had paid in cash a total sum of Rs. 10,05,720 upto November, 1984 
imd that a further sum of % 15.98 lakhs was outstanding against 
t hv firm 

'The w ~ t n w s  stated that tutal c l a ~ m  of thv deputrnent was 
ft. 15.51 lakhs and the counter-claim of the firm was Rs. 8.29 lakhs 
:md co  t h  d~fferencc~ whs iibout Rs 7 lakhs if the counter clatm was 
. d t c i i t t ~ d  The uritrles. further added that a sum of Rs. 10.64,752 
hat1 hen chown In thc notice lssued on 5th January, 1965 and in 
thc not1c.c I! was stated that lf  the amount was not paid by 15th 
.Januarv. IXx5 thc Iron and Stwl Controller would he compe1ltA to 
'akc w h a t r ~ t  1 <lc.:luri he ~ n ~ g h !  conslder ne+cqk;ary which might 
~nclude suspns!cJn of supplles of billets tn t h e  works Since no 
 mount was rcwived, an order was p a s d  nn !5!h January, stopptnp 

b,r~ppl~c* b v  50 per cent 

, On being asked i r h u t  thc. ttctifln that cvuld bc taken apart from 
l o p p m ~ :  of s u p p l m ,  the Secretary stated that n civil suit could be 

filed nnd t h ~  firm rould bc block-l:s?ed fTtr ~ t s  dcal~ngs On being 
.tskc.il about t h ~  intercst rnrnrtl by t h r  pnrty coacerned. the Srcre- 
' i ~ r y  at i i t~d t h ; , ~  thp dc-lay wa. on both :.ides and the Department 
uvuld  irlso hnvc trr pay interest for thclr delays The witness addM 
tha t  such thing would not a r l w  as the Ecluallsation Fund hod been 
:vr)und tlp and fresh trans;ictions wtth th r  Fund had been stopped. 

From il ~rutc. ~'\ppcudix XI\.') furnished at the instance of the 
6'~rnrnitlcc it i \  noted that n Ikmend Xotice was i s u e d  on 5th Janu- 
ar;v, lM'i far 1C%. 10,fii,752.95 but nn amount of RF. 75.00  only bas 
been recrived on 20th Janttary, 1965 by the Dcpnrtnwnt. When no 
permission w a s  m n t e d  ro the party to makc payment of the a t -  
-landing amount in instafments, i t  is not r~nrlerstmd under what cir- 
rumstrrnccs thc D~pnrtn~tnt hnd accepted the payment of R% 7 5 . M .  
It 1% r b  not clear whether the ntpnrtnlcnt haw contemplated aw 
M b c r  action against the pnrty lor the r c c o v w  of the huge balract. 
The Commlttm viaw with concern the manner in which tbt Depafi- 
mmt we proceeding in this rase wbich i s  pending far a pretty 1- 
t h e .  The Cammittn are unable to tmdcrstmd the inability of the 



Iren and Steel Controller to ascertain the amount due to the Arm oPi. 
account of transport charges and railway freight. When the firm had 
represented that some amount was due to them on account of trans- 
port charges and railway freight but were unable to find the support- 
ing documents, the Department had granted them a time limit till 1st 
December, 1963 to submit their counter claims and had accepted the 
payment in instalments of Rs. 40,000 for four months. The Commit- 
tee feel that efforts should have been made by the Iron and Steel Con- 
troller to ascertain the real position before the firm was granted n 
further time limit. 

The Committee fail to understand as to why this amount was 
allowed to accumulate to such an extent and why it was not renl i sd  
in time. 

The Committee suggest that stringent measures may be token tu 
recover the outstanding dues from this firm. The dcsirnhility of 
filing a civil suit may also be examined. The Committee tvould like 
to he informed of the further action taken as well us  about thc pro- 
gress of recovery in this case. 

40. Provisional payment of Rs  17.96 lakhs ( : ~ p p r ~ ~ x i n ~ a t c l y \  
invc)Ivlnq 330 cases, were made during 1962-63 ton7arri.; 7 i  p r  cclnt 
of re-rollers' claims on account of transport c h n r p s  for dcsp<~trhc- 
of steel rolled by them Out of these payments, only seven esscc 
involving Rs. 0.30 lakh have hcen finaliscd t i l l  3 1 s t  . + ! L I ~ J s ~ .  196.3 ' 

I t  has been stated (December, 196.7) that t h e w  r ~ s w  ~ ~ 1 1 1  

finalised as soon as the records of the re-rollrrs arth vcrifitd locall!. 
for which necessary arrangement has been mndr. 

An amount of Rs. 1.06 crortbh wnc nutstandtng a t  t)u% end of lsCis!- 
63 from d~fferent parties on account of surrharqc on ~rnrxrrtclrl .,! r v !  

The Secretary stated t!~at. out of 330 caws, 143 ~ . ; i s c + ,  I ~ \ ' o ~ v ~ I ~ L :  
approximately Rs 10.73 lakhs had hew !;ettlcd Or: h n g  .<skcii 
about the present p m t i o n  of Rs. 0.89 crores on account nf surch:~rgb- 
outstanding in October, 1963 against importers In respect of 1982-63, 
the Secretary stated that the amount hod been rrduced to Rs, 07,17 
lakhs. Substantial reduction could not be made in many ca.uttrt in- 
volving large amounts, ns the  importers had taken the plea that 
they had sufficient counter-claims to cover the durn of the Imn and 
Steel Controller. 



The Cananittee trust that suitable steps will be talrm by the De- 
partment to liquidate all the outstanding counter claims within a rea- 
sonable time. 

(if) Special Advances.-In paragraph 88 of the  Central (Civil) 
Audit Report, 1963, n reference was made to  the  non-recowry of 
interest on the Special Advances of Rs. 20: 18 crores given from the 
Fund ta  Tats Iron and S t e l  Co. and Indian Iron and Steel Co. 
during the  period from 1954-55 to 1957-58. No recovery of interest 
has been made so far, and n decijion on the mode of payment of 
interest and repayment of Special Advances has not yet (December, 
1963) been taken by Government 

The Secretary staled In widcncc that a reference had been draft- 
cd to Tariff Commiss!on. Thcy wcrc also thinkiqg c ~ f  approaching 
the partics direct to scttlc. the  matter in a satisfactory wa). befrire 
the  draft was issued If a r r fcrcmc was m3de to the TnrifT Ccm- 
mission matter would remain underidcd for a few month; The 
witnclss added that in January .  1965, there was an mformal meeting 
at a very high level a q d  the reaction had been reassurmg 

On being asked about ~nteres t ,  thc witnes, s:?tc:i :hdt th2 agree- 
ment with the two Comp:inies s p w ~ f i c ~ l l ~  prnvidPd :hat no ~ n t e r s t  
would be rccovcrcd and thcrc was to be an en9ulr-y by the Tariff 
Commiss~on aftcrwardq I n  1958 n rvfcr~ncc i v  . rn.idc to the Tariff 
Comn11ssi:)n who n d v ~ m i  t h a t  ~ntr rcs :  should oc r .,. ;ed from 
1st July,  1958 a t  5 per cent pcr annum and tha t  6~dvice  waq accepted. 
Further the Tar~ff  L'onmti..,lon In t h a t  very rccornrnendntmn advised 
not to recover the  mtcrt8st t i11 the sprmnl element to be given 50 
thaw Comp?nic.s In thr  p r , w  uhr.rc!ron~ thc ~ n t c r w t  could be re- 
c a v e r ~ d ,  was mentlmcLi 'The acttlai recover mlpht, however, be 
po.slp)rwd tln!ll n t i c c , , l i ) r ~  :t ,. o . i h t ~ ~ ,  r,>q?rii !?I: .i cl m r n c l r l  ~cten!ion 
price to all the main prtl,lt~ccsr-, of lrtvi lrid s : tv l  \)ottl In !ht \  Priv.?te 
and Public Sectors after 11nri.h. 1960 

Tho Committe suggest the: \ iyuraw efforts should be made to 
tscover the spacial advrncr and they would watch the progress of 
-sty through subsequent Audit Report. 



Dehy In the Recovety of Dues from a Firm-Pcrges 0041, para ?8. 

42. In June, 1958, the Iron and Steel Controller placed an  order 
on a firm for the supply of 1726 tons of imported MS. sheets and 
plates for supply to the Integral Coach Factory, Perambur. The 
shipment of the stores was to be completed by October, 1959. The 
firm supplied only 60 tons of plates, even after the date of shipment 
had been extended upto March. 1960. 

The undelivered quantity of 1,666 tons was cancelled in May, 
I960 at the risk and expense of the Arm. A claim for the recover?. 
of a sum of Rs. 2.64 lakhs being the extra cost in repurchase was 
preferred on the firm in October, 1961. The firm called tor certain 
i n f o m t i o n  and documents in December 1961, without prejudice to 
their rights. Action to obtain the particulars from the Railways 
who had effected the repurchase was taken only in February, 1MS. 
The question whether all the details called for can be supplied to 
them is under examination by the Government (December 1963). 
The claim still remains unrealised (December. 1963). 

In respect of the quantity o f  60 tons of plates supplied by the 
tirm, a sum of Rs 15,499 representing the difference between the 
controlled selling price realised by the Arm from the consignee. 
and the contract price which was less than the controlled price was 
refundable as 'surcharge' to  the Iron and Steel Equalisntion Fund. 
under the terms of the contract A claim for this amount was pre- 
ferred in May, 1960 but no recovery has so f a r  been mode (Decem- 
ber, 1963). Government have stated (December, 1963) that the flm 
had held up the payment under "the impression that i t  would have 
been adjusted against t ! l c b i r  counter-clalms" and that they hnvc k n  
a d w e d  to make the payment without further delay 

The Secretary, staacd trtat when the firm had fa~ltbd to supply the 
steel, the Railway Board had made risk purchases and obtaind 
steel. Smce the prrce a t  which the Railways had purchased w a  
higher, the claim was made against the Arm Thcn thr. firm called 
for the copres of the relevant acceptance of tender L Rnilweys 
and those were supplied 

In December. 1961, the Arm without prqudicr LO t h e ~ r  rights 
asked for certain information and documents r q a r d h g  t h ~  risk pur- 
chase. The witness addcd that unfortunatdy it was thought at that 
time that the Railway Board w i w  not to supply the documt-nts to 
the firm which was a mistake. When the flm was sgain pressed to 
honour the cleirn, they asked for documents from the Rnllway Board. 
In  February, 1963, a request was ma& to the Railway Board for the 



supply of information and documents. In October, 1963, the Railway 
Board furnished information on some points and had stated that the 
remaining documents would be supplied by the Integml Coach Fac- 
tory. All the documents were not received at one time but those 
were received subsequently and sent to the firm round about March- 
April, 1964. 

After exurnination, the firm was of the view that the repurchase 
made by the Railways was not of the same specification as per order 
placed on them. The firm also contended that no notice of risk pur- 
chase had been given by the Railways. 

About the specificntion.i, t ht> Srwetary stated that the matter was 
taken up with the Railways and it was s t a t 4  by the indentor that 
there had been no deviation in the specification etc. of the materials. 
However, the Iron and Steel Controller was of the view that the 
specifications differed in some particulars from the  specifications in 
the original order. The discrepancies in the specifica!ions noticed 
by the Iron and Steel Controller had been pointed out to the Rail- 
way Boerci and the Ra11wa.s had been asked to reconcile the dis- 
crepancies. A reply f r t m  :he Railways was awaited. 

The wltness also stetcd that a bank guarantee as requlred under 
elnusc 10 of the contract, was not taken from the firm and customs 
clearmce certificatc~ was lssued for 60 tons of Steel without rece~pt 
of Bank guarantee from the firm. The witness further observed 
tha t  strlct wforcernent of the Bank guarantee clause was not in- 

'1stec1 upon In ..uch cases though it was not quite cc:rrect to do  so. 

The Committee consider i t  most unfortunate that due to the fail- 
ure of the firm, the Railways had to make ri& purchase of steel at  
a higher price. The Committee regret to note that there was inordi- 
mate delay on the part of the Department in supplying documents to 
the Arm The firm called for the documents regarding the risk 
purchase of stet1 in December, 1961. but action to get the partieulrur 
from the Railways was taken only in February, 1963. Some of the 
documents were received from the Railways in October. 1963 and a 
few others in March-April. 1964. They ware sent to the firm from 
time to time. 

The Committee are further surprised to learn that conf tk tw 
vtrsiom wen! given by the Rnilway\ and the Iron and Steel Con- 
tmller about the ~p~~1Acat ions  of steel. 

~b~ od(tco -t that the responsibility for the delay ia 
obtai- the gdw.ot documents should be fixed and action taken 
PI.jmt &c &C.H to& rsrpondblc. They also fultl:c*rt tb.1 a t t h  
386 (AiiS LS--8 



to blacklist the firm may be taken if the Arm defkts  the Govern- 
ment claims merely on technical grounds. 

It is unfortunate that the Bank guarantee under clause 10 of the: 
agreement was not insisted upon and a custom clearance certificate 
was issued for 60 tons of steel without a Bank guarantee when it was 
known that such a procedure was incorrect, The Committee feel 
that had there had been a Bank guarantee, the Department would 
mot have to face any difftculty in recovering the amount. The Com- 
mithe suggest that the Bank guarantee clause should he strictly 
enforced in all such cases in future. 

Dehy in the Recovery of Government Dues-Pages 91-92. par0 '74. 

43. A scrutiny of the departmental files disclosed that a sum of 
nearly Rs. 1-32 lakhs had been pending recovery since 1952 from two 
firms at Calcutta and Madras respectively, as shown below: 

Difference between the controlled price and landed cost of pipes 
and iron fittings imported during April. 1950 tb February, 1952:- 

Madras Firm-Rs. 1.02 lakhs. 
Calcutta Firm-Rs. 0.22 lakhs. 

1-24 lakhs. 
Rent and Municipal taxes due from Calcutta, 
Firm in respect of a transit depot from 
December, 1950 to November, 1952. R3. 0'08 lakh 

Rs. 1.32 lakhs. 

The Ministry of Law advised in September, 1960 that a suit 
should be filed against the firms for the recovery of the above 
amounts; action has, however, yet to be taken (December, 1963). 

Government informed Audit in December, 1W3 that the Iron and 
Steel Controller had been trying to find out the financial standing 
of the firms. Further, the delay in filing suits wa3 considered as 
unavoidable since "the Arms in question were involved in cases 
which resulted in their books being seized and kept by the Police 
authorities/courts for pretty long periods even efter the Iron and 
Steel Controller traced their whereabouts with the assistance of the 
Police authorities and the Registrar of Companies of the States con- 
cerned". It  was also stated that steps were being taken to Ale suits 
against the firms on the basis of the latest legal advice obtained in 
July, 1963. 



The Secretary informed the Committee that it was one firm with 
two branches at Madras and Calcutta and added that there was dis- 
pute between the groups of directors of the e m .  A suit being suit 
No. 34 of 1954 was Aled by some partners for the dissolution of part- 
nership on 20th April, 1956. The court appointed an arbitrator far 
the settlement of the dispute and when it came to the knowledge 
of the Iron end Steel Controller a reference was made in July, 1957 
to the arbitrator to register the claims outstanding against the firms 
for early settlement. 

On being asked as to how the claim could go before the arbitrator, 
the Secretary stated that probably the arbitrator was to have decid- 
ed upon the division of assets of the firm and the claim was against 
the combined firm and they were advised to file the claim before 
the arbitrator. The decision to file the claim before the erbitrator 
was taken by the Iron and Steel Controller vide O.M. No. S.C. (11) 
15(42) 163 dated 12th March, 1!365 from the Ministry of Steel and 
Mines (Deptt. of Iron and Steel). The Central Government Solici- 
tor at Calcutta approved the draft of the letter written to arbitrator. 
In July, 1958, a reply was received from the arbitrator wherein he 
had expressed his inability to deal with the claim. Thereafter the 
legal authorities were consulted and a reference was made to the 
Law Ministry. In September, 1960, the Law mini st^ had advised 
'if on an enquiry it is found that the companies have sufficient assets 
against which Government can proceed in the event of obtaining a 
decree, necessary action for filing suits against the Companies 
concerned may be taken.' Law Ministry further advised 
them to consult the Company Law Administration in the matter who 
suggested the case to be referred to the State Police for ascertain- 
ing the whereabouts of the firm. because the letters sent to the firms 
were being returned. The police authorities at Calcutta and Madras 
were requested to ascertain and intimate the assets and whereabouts 
of the firm. The Calcutta Police stated that as the addresses of the 
directors of the Calcutta firm fell within the jurisdiction of Bombay, 
the matter should be referred to the Bombay Police for necessary 
action. The Madras police stated thet the accounts books of the 
Madras branch were in the High Court of Maharashtra at  Bombay 
and so assets of the firm could not be ascertained. The w i t n e s  fur- 
ther added that attempts were also made to get the required parti- 
culars about assets from the Registrars of Companies at Calcutta 
and Madras. They could not furnish any particulars as the Arms by 
then were not submitting their statutory returns. It was learnt 
that the records of the Calcutta Arm had been filed in a court in 
Bombay in connection with some litigation. After the dispute 



amongst the groups of directors was finally decided, the f m  had 
started functioning and were submitting their return to the Regib 
trar. Balance Sheets as on 31st March, 1982 of the Madras d m  and 
the balance sheet as on 31st December, 1961 of the Calcutta firm 
were received from the Registrars of Companies at Madras and Cal- 
cutta respectively. The balance sheets had shown sufacient assets 
of the two Arms to meet the. demands of the Government. This 
was brought to the notice of the Deputy Legal Adviser, Ministry 
of Law, Calcutta on 5th July, 1963 with the request to intimate whe- 
ther the Central Government Solicitor at Calcutta and the State 
Government pleader at Madras might be instructed to prepare claim. 
to be filed in the appropriate courts at Calcutta and Madras. In reply, 
the Deputy Legal adviser had suggested that before filing 
suits action should be taken to pass Formal orders under 
clause 15 of the Iron and Steel Controller order, 1956 calling 
upon each of the firms to pay the specified amount within a specified 
date. Accordingly letters were issued on 18th April, 1964 to the 
two firms calling upon them to pay Rs. 1.24 lakhs due to the Equrtli- 
sation Fund in respect of pipes and fittings on or before 9th May, 
1964. The firm in their letter on 8th May, 1964 stated inter alia that 
due to decontrol of pipes and fittings in January, 1903, the goods 
were not sold by them and so nothing wles due to the Department. 
The firms further stated that large amounts already paid by them 
was due to be refunded to them because of an assurance given to 
them to the effect that the entire material still with them on the day 
of decontrol would be sold by the department. With regard to the 
payment of Rs. 1.24 lakhs, the matter had again been referred to 
the Department of Legal Affairs on 8th January, 1965. No advice 
had yet been received. The witness ndmitted that there was un- 
doubtedly delay after May, 1964 in getting the thing properly pro- 
gressed. The witness stated that the amount of Rs. 1.32 lakhs in- 
cluded an item of Rs. 8,190 on account of rent of a yard given to the 
firm and the bulk of the amount related to the Equal~sation Fund. 

The Committee regret to note the inordinate delay at every s t e p  
in proceedmg against the firms for the recovery of the amount of 
R.. 1-24 lakhs due to the Equalisation Fund and a sum of Rs. -08 
IaJrhs on account of rent and municipal taxes due from the Calcutta 
firm. It is all the more regrettable that even d t m  the receipt of the 
letter dated 8th May, 1964 from the firm further action was taken 
by tbe Department only in January, 1965. 

The Ministry of Law advised in September, 1 M  that if on an en- 
quiry i t  was foand that the firm had sulflcient assets egainst which 
Government could proceed in the rmsnt ol obtaining a decree, netes- 

mry ucllon h r  Aliag suits ryainst the flnnrr might be tJen. 'Fhe 



Committee feel that winion of the lKinistry of Law in this case w m  
based more on practical considerations than on legal considerations. 
This was also partly responsible for delay in proceeding against tho 
ffnns. Further though balance sheets of the fitms received from tho 
Registrars of Companies at  Madras and Calcutta have disclosed sum- 
dent  assets of the firm to meet the demands of the Government, no 
action has boem taken yet to file a suit by the Government against the 
Brms as is evident from Appendix XV. 

The Committee were told in the course of evidence that the legai 
Adviser in his note dated 15th July, 1963 had stated that "It is un- 
fortunate that so much time should have been allowed to lapse by 
waiting for results of the arbitration which strictly speaking do not 
concern the Govornment." In view of the above observations of the 
legal adviser, it is not understood why Government should wait to 
recover their own claims till the dispute between the partners wacr 
disposed of, which did not in the least concern the Department. 

Tho Committee also suggest that proper investigation should be 
mado to sec whether any ofRcer was responsible for abnormal delays 
in this case and report sent to them. 

A note (Appendix XV) furnished at the instance of the Commit- 
tee shows that balance of JLs. 1:24 lakhs is due from the firms to the 
Equalisation Fund and the Iron and Steel Controller has sought ad- 
vice of the Legal Advisers. In regard to the recovery of rent aad 
Municipal taxes amounting to Rs. 8,190°2S a legal notice has becn 
served on tbe firm by the Iron and Steel Controller. The Commit- 
tee suggest that immediate action should be taken on the legal opinion 
when received. They also suggest that the possibility of taking 
suitable action against the Arms for non-payment of dues to the Eqm- 
l h t i o n  Fund may be considered. 

Extra-expenditure on Freight-Page 92, para 75. 

44. In December, 1956 and February, 1957, the Iron and Steal 
Controller entered into two contracts with a firm for the : lm p ort of 
9,301 and 1,976 tons of M.S. plates from the U.K. and the Continent, 
respectively. The c.i.f. prices stipulated in the contracts were based 
on acean freight rates of Sh. 138 and Sh. 160/4d per ton respectively 
any variation in freight being on Government account. In June, 1957 
the Ann intimated to the Iron and Steel Controller that as their over- 
seas suppliers had backed out, they could supply a quantity of 3% 
tans only against the two contracts from U.K./Continent, and thet, 
therefore, they were importing the balance quantity from Japan, for 
which the c.i.f, rates already stipulated in the contracts would be 
flrm without any variation in freight. The Arm's request was agreed 



to in September, 1957, since import from Japan was considered ad- 
vantageous as there had been an increase in Continental freight rates. 
Accordingly, both the contracts were amended in October, 1957. 

As the ruling freight rate from Japan was only Sh 125/6d per ton, 
the payment at the c.i.f. rates originally agreed upon, which took into 
account ocean freight at Sh. 138 and Sh. 160/4d respectively, resulted 
in an additional payment of Rs. 1.21 lakhs calculated at Sh. 12/6d 
and Sh 34/10d per ton in respect of the two contracts. 

The Secretary stated in evidence that freight alone was not the 
consideration when they switched off a source of supply from one 
country to another. The F.O.B. price plus the freight had to be 
taken into account. If the total C.I.F. price was not higher, they 
saw no objection to not claiming specially on the freight. The in- 
formation was that when the supply was made from Japan, the total 
cost wou!d be the same as the total cost of the previous source of sup- 
ply. It was a fact that the freight from Japan was less, but tbe 
totality of the c.i.f. price was the same and they did not consider it 
wrong for not claiming the freight. The witness further added that 
the contract was on the basis of a tender. 

On being asked as to why tenders were not invited when the 
source of supply was changed, the Secretary stated that initially 
those contracts had been placed after inviting tenders for the supply 
of entire quantity by December, 1957. As the supplies were urgent- 
ly mquired, the department had agreed to the transfer of the source 
of supply. 

The Committee regret to note that no attempt was made to per- 
suade the contractor to reduce the rates when the source of supply 
was changed from U.K. to Japan and this resulted in an additional 
payment of Rs. 1:21 lakhs in the cost of M.S. Plates. The freight 
rates from Japan to India were lower than those from U,.K. to India 
and to this extent, the Government should have benefited. 

Extra Payment of Subsidy-Pages 92-94. para 76. 

45. A fabricating A r m  with whom the Railways had entered into 
an agreement for the fabrication of W l w a y  Wagons, arranged with 
another flrm 'A' for the supply of Ma. Plates. In terms of the agree- 
ment with the fabricators, the supply of plates was to be arranged 
by the Iron and Steel Controller at controlled price ('Col. I price'). 
The fabricator and the Ann 'A' approached the Iron and Steel Con- 
troller early in December, 1956, for an order to cover the sale by 
Ana fA' a t  a price of Rs. 875 per tonne, of 288 tonnes of MS. plates, 



*shipped by the Arm 'A' from Poland, which was expected in India by 
the middle of the month. They further requested that the excess of 
this price over the controlled price (Rs. 656.25 per tonne) might be 
reimbursed to the fabricator as subsidy from the Iron and Steel Equa- 
lisation Fund. The Iron and Steel Controller approved this arrange- 
ment in January, 1957 and agreed to reimburse the fabricator the 
difference between the landed cost of steel (not contracted price of 
Rs. 875 per tonne) and the controlled price, on submission by them 
.of their claim supported by originul documents (viz. overseas sup- 
plier's invoices) in support of the actual cost of the imported material. 

In May, 1957, the fabricating firm regretted their inability to pro- 
duce supplier's invoices in support of their claim, since according to 
them, the supply had been made by the firm 'A' not from material 
directly imported by them, but from stocks purchased from another 
firm 'B' and requested that the payment of subsidy should be made 
without overseas supplier's invoices. Without ascertaining the 
reasons for the divergence between this statement of the fabricating 
krm and the original statement that the matcrial was imported by 
the firm 'A' dirpct from Poland, the Iron and Steel Controller in 
July, 1957, issued an amendment to his original agreement of January, 
1957 waiving the condition regarding the production of overseas sup- 
pliers invoices and providing for the payment of subsidy on the basis 
of the contracted price of Rs. 875 per tonne (and not on the basis of 
the  landed cost, as originally provided). 

An advance payment of Rs. 56,623 towards subsidy was made to 
the fabricators on the 27th July, 1957. In April, 1963. a further sum 
of Rs. 6,301 was worked out as payable to the firm but the payment 
has not yet been made (December. 1963). 

The overseas supplier's invoice to the firm 'B' was produced to 
Audit after repeated requests, when i t  was seen that the cost of the 
material plus the importer's remuneration amounted only to Rs. 785 
per tonne. as against 875 per tonne with mference to which the sub- 
sidy had been worked out. Thus by agreeing to the firm rate of 
Rs. 875 per tonne, the Iron and Steel Controller had to make an extra 
payment of subsidy of over Rs. 25.000. 

The Ministry have stated in December, 1963 that the price of . 
Rs. 875 per tonne agreed to by the Iron pnd Steel Controller was 
negotiated price approwd by the Ministry, which compared favour- 

'ably with the then prevailing price. The necessity for negotiating 
e fixed price seems to lack justification as the firm had clearly stated 

while making the offer that the consignment had already been s h i p  
ped and war on its way to India, and there was a procedure approved 



by t4e Government tin April, lN2, for acquiring steel imported on, 
commercial account, at a price not exceeding the landed cost plus the 
prescribed percentage of remuneration. 

The Committee desired to know as to why the Iron and SteeL 
Controller did not verify whether imports had been made by the firm 
before accepting their offer for amendment of the contract in July, 
1957 when the firm was neither a regular importer nor controlled 
stockist. The Secretary stated in evidence that the fabricating firm 
at whose instance supply was arranged made a report in May, 1957 to 
the Iron and Steel Controller to the effect that they were unable to 
produce the required documents viz., foreign supplier's invoices, bank 
memos etc. Supply had been made by the firm not from materials 
directly imported, but from materials purchased from another firm. 
The invoice was not insisted upon as it was thought that Ihc price o f  
Rs. 875 a tonne including remuneration was reasonable. 

On being asked as to why the provisions of the public notice of 
April, 1953 fixing prices of steel imported under Commercial licence 
and acquired for public purposes was not enforced, the Secretary 
stated that the documents were not available at that time and a n e p  
tiated price of Rs. 875 per tonne was considered to be a reasonably 
good price. 

On being pointed out that it was the duty of the firm to submit 
documents, if they wanted subsidy, the Secretary stated that without 
documents they should not have been given subsidy. 

On being asked about the action taken to recover the excess sub- 
sidy from the firm, the Secretary stated that the firm was asked on 
8th January, 1965 to pay the difference and the firm had asked faP 
three weeks' time. 

The Committee regret to note that the supply was made by the 
firm not from materials directly imported but from materials pur- 
chased from another firm and the invoice was also not insisted upon 
because the Department considered that due to non-availability of 
the documents, a negotiated price of Rs. 875 per tonne was considrr- 
ed reasonable which actually resulted in the payment of extra suh- 
sidy of over Bs. 25,600. 

The Committee are also not in a position to accept the reasons ad- 
vanced for not enforcing the provisions of the public Notice of April, 
1952 fixing prices of steel imported under commercial licence. I t  ap- 
pears that no action has been taken by the Department against the 
odaea~ responsible for the lapse which the Committee view with. 
Concern. 



The Canurnlttee suggemt that action should be taken to blnck-list 
the jirm for their divergent statements and dso to recover the excess 
subsidy immediately. They would like to be appraised of the h a 1  
outcome. 

Double Provis ia  for Remuneration to Controlled Stockists, Page 
94, para 77. 

46. On the recommendation of the Cost Accounts Branch of the 
Ministry of Finance, Government fixed Rs. 790 per tonne as the price 
which a manufacturer of jute baling hoops could retain out of their 
sale price, with effect from 1st July, 1959. The price so fixed, known 
as the 'retention price' of the manufacturer, included an element of 
Rs. 10 per ton in respect of the selling expenses payable by the pro- 
ducer to a controlled stockist (who is the only stockist for the jute 
baling hoops). 

I t  is noticed that the producer is supplying hoops direct to Jute  
mills and that the controlled stochsts has been permitted to charge 
thc  mills, the prices fixed for such direct sup7lies by the manufac- 
turers, and in addition recover separately a remuneration of Rs. 750 
per ton to cover his expenses. In thcse circumstances, the inclusion 
of the element of Rs. 10 per ton in the retention prices of the pro- 
ducer, and its payment to the controlled stockist, do not a7pear to be 
justified. The amount less credited to the Equalisation Ftlnd during 
1861-62 as a result of the inclusion in the retention price of an ele- 
ment of remuneration to the controlled stockist on transactions in- 
volving a quantity of 6,100 tons, amounted to Rs. 61,000. 

Ln reply to a question, the Secretary stated at  the outset that he 
should have corrected the Audit para because some of it was not 
factually correct. Regarding the element of Rs. 10 per ton in respect 
of the selling expenses payable by the producer to controlled stockists, 
this was not payable to the controllea stockists but it was producer's 
selling expenses which was included in the price. If the correction 
was made, the whole basis for the piica fell to the ground. The cox- 
trolled stockist was not rccciving any undue remuneration, he was 
only getting Rs. 4/- per ton from Jute Mills. Rs. 7 50 per ton men- 
tioned in the Audit Report paid to lhe Controlled stock is:^ by the Jute  
Mills for certain services rendered had been reduced to Rs. 4!- per ton. 

The 'committee regret to note that the information furnished by 
the Department to Audit was not factually correct. They would Iikc 
to invite tbe attention to t h i s  ea:lier observation contained in para 



34 of their Twenty Third Report (Third Lok Sabha) and e m p W  
that the Ministrieslhpartnlents should furnish correct information 
t o  Audit based on indisputable facts. 

MINISTRY OF STEEL AND MINES 
(Deptt. of Mines & Metals) 

Geological Survey of India, para 53, pages 63-64. 
47. Drilling work on heha!f cf private and public unde~!tlkings is 

undertaken by this organisation in exceptional cases, subject to re- 
covery of costs from the parties concerned. It is seen that the rr-  
covery of cost in respect of the work done on behalf of other ngen- 
cies has been in arrears (December, 1963) as indicated below:- 

(in lakhs of Rs.) 
-- - - - -  - - 

Name ~f the Party Period .Amount Ikmarks 
during due for 
which recot'cr> 
serbice 

was 
rendered 

-we---- -- --- 
I 2 3 4 

"-.- - . - - -- ---- - - *- -- 
National Coal Develop- 1956-57 19 ' 39 The first bill relating to 

ment Corporation., I o the work done on behalf of 
1958-59 the Corporation was sent 

to them in May, 1959 
which was returned un- 
accepted. ThereaFter, a ten- 
tative schedule of rates was 
prepared only in January, 
1 g6t. this was finalised 
in April, 1962 and a claim 
for a total amount of Rs. 
26.49 lakhs was preferred 
by the Ikpamnnt .  
Agains~ this, a sum of 
Rs. 7 .  lo lakhs was credited 
by the Chporation in 
April, 1962, and the bal- 
ance of Rs. 19.39 lakhs 
remains t o  be rccovmd. 

Do. 195Y-60 5 -54 A bill for the amount was 
preferred only in Ckmbcr, 
1 943 9 

Do. 1961-62 Not 'Ihe bilb are still under p r t  
I 962-63 available. paration. 



National Industries 
Development Cor- 
poration. 

Do. 

rhree private parties 

r ~ 7 4  The amount was billed for 
only in April, 1963. 

Not It has been stated that the 
available. bills will be submitted 

after collecting the re- 
quisite data. 

Not It has been stated that the 
available. report of the work done 

has been sent to the party 
in one case but that bill 
has not yet been pre- 
sented to them, while even 
the reports of the work 
done on behalf of the other 
two parties have not yet 
b m  sent to them. 

Explaining the reasons for the delay in the recovery of charges on 
account of drilling from tvarious parties, the Secretary, Ministry of 
Steel and Mines (Deptt, of Mines and Metals) stated in e~ldence  that 
the Geological Survey of India was not doing any investigations origi- 
nally for other parties. Later on, during recent years it was found 
that under certain circumstances the G.S.I. had to take up investi- 
gation. At that time there was no schedule of rates to be charged 
for such work. Lot of prospecting work in regard to coal was done 
by the G.S.1, for the N.C.D.C. but in the absence of schedule of rates, 
the G.S.I. were not in a position to prepare bills. There was lack of 
proper organisation and necessary costing staff in the G.S.I. for doing 
the costing of investigations. The schedule of rates were laid down 
later on and after that the G.S.I. was making efforts to recover the 
amounts from the various organisations. 

The Committee then invited attention to letter No. M17(28)/52 
dated the 31st December, 1952 from the erstwhile Ministry of Natu- 
ral Resources and Scientific Research to the Director, G.S.I., Calcutta, 



wherein the decision of Government to levy certain fees from pri- 
vate parties and individuals for the work done by the officers of the 
G.S.I. was laid down and pointed out that the basis was calready fixed 
as early as in 1952 and therefore, there was no point in holding the 
preparation of bills. The representative of the Ministry promised to 
furnish the detailed information later on. The information has since 
been recovered (Appendix XVI). On being asked about the 
delay in receiving the payment of the bills when the bills were sub- 
mitted, the Secretary stated that when the bills were submitted to 
various organisations, they had raised certain objections in regard to ' 

certain claims which had led to some delay. N.C.D.C. had also taken 
some time to make payment. The witness added that in the begin- 
ning there were various difficulties in preferring the bills, but now 
the procedure had been streamlined by providing staff etc. and on the 
whole, work of preparing bills and realising payments was proceeding 
more smoothly than in the past. The witness further added that 
monthly reports were received which indicate some imprmTement i n  
the matter of preparation of bills. 

As regards the delay in the preparation of bills, the Secretary 
stated that the details of the work which had been done had to be 
obtained from the field Geologists by the Regional Directors and after 
processing they had to pass on to G.S.I. and this had accounted for 
the delay. 

On being asked as to why the G.S.1 could not work out in advanccb 
rates of difTerent items of work the witness stated that the coal was 
required urgently and the work was taken up without waiting for 
laying down the schedule of rates. The Committee inquired whether 
it was a fact that when the rates were determined in January, 1962. 
these were not agreed to by the N.C.D.C. with the result that the. 
N.C.D.C. had disputed the rates. The Secretary, Department of 
Mines & Metals stated that the schedule of rates was now known to 
werybody and there was no dispute over the schedule of 
rates. The schedule of rates was applicable to both the privatr 
re wen as the public parties. The dispute was in regard to thc 
quantum of work done by G.S.I. and also whether the work was 
done under certain items or not. In reply to a further question, the 
witness stated that the question of accepting deposits from the part- 
ies had not been considered before and now it would be considered 

The Committee werp ,further informed that the present schedule 
was cumbersome and the present procedure was a time consuminr! 



process and that was one of the reasons for delay in compiling the 
bills. The Ministry had already issued instructions to I.B.M. and 
the G.S.I. to work out the simpler schedules prescribing flat charges 
for the various items of work done such as drilling, chemical analy- 
sis of samples, preparation of reports etc. The witness added that 
they would come to a rough and ready formula in another two 
months' time. On being asked whether there would be any scope 
still left for disputing the amount by the Corporation or any organi- 
sation, the witness stated that the intention was to reduce the possi- 
bility of disputes. The witness added that quantum of work and the 
charges would be made clear to all the parties concerned beyond 
doubt and the work would be undertaken only after the parties had 
given their acceptance. In reply to a question, the representative 
of the Ministry stated that one of the objections raised by the 
N.C.D.C. was some discrepancy in the footage drilled It was point- 
ed out to N.C.D.C. that the footage was hardly relevant because irres- 
pective of the work .done, the costs had to be arrived at in accord- 
ance wlth the procedure lnid down in the schedule, which N.C.D C. 
had accepted. In this process more time was taken and the delay 
had) occurred. 

The Managing Director, N C.D.C. added that there were a number 
of points on which clarifications had to be sought and a ?umber of 
points had to be discussed In regard to the footage, the total 
amount of expenditure incurred on the basis of cost turned out t o  
bc much higher than anticipated. The representative of the Minis- 
try added that when clarifications were sought. a certain amount of 
delay was inevitable. 

Tlw Cornmiltcc have not been told of any reason why the bills 
wtrc not prepnred. submitted and collected on the basis of scbedule 
of rates fixed in 1952. . The Committee art left with the impression 
that then was no seriousness in this matter. It  was handled casually 
with the result that Government dues were allowed to remain im 
arrears for a long time. It is seen from the notes (Appendix XVI) 
furnished by the Minttry that even after the basis of calculatiag 
e w e s  bad been sathd in April, 1963, the position dat ing to the 



proparation of the bills has not been satisfactory as is evident from 
the followhg:- 

Date of des- 
patch of bill 

Year during which service was rendered Amount io National 
Coal De- 
lopment 
Corporation 

Rs. 
1956-57 (in 2 parts) . 11~12,260~40 29- I o- I 963 

(59853657.95 PIUS 
5,263602'45) 

1957-58 8,50,7 I I 85 29-10-1 962 
3958-59 . 6,86,281.20 30-3-1963 
19~- . 5,54,426' I 0  23-10-1963 
1960 6 1  . 545,489'92 25-4-1964 
1961-62 3,77,833.02 31-10-1964 

The bill for 1962-63 is still under preparation. 

The Committee feel that the delay in obtaining the details of the 
work done by the field parties is not of such a nature as should result 
in undue delays in the preparation of bills. They are of the opinion 
that such long delays in the realisation of the Government dues from 
the parties amount to an unauthorised financial assistance to them. 
Such delays can be obviated by upfo-date maintenance of records of 
the work donc and quick transmission of the information to the Itend- 
Quarters. 

The Committee suggest #at the present procedure which is stat- 
ed to be cumbersome and time consuming should be simplified nnd 
tbe scope for delays eliminated altogether. 

48. In reply to a question, the witness stated that the N.I.D.C. had 
paid the full amount of Rs. 6,51,806.13p On being pointed out that 
the Deptt. was 3 years behind in preferring the bills, the witness 
stated that the basis for the pmparation of the bills were settled only 
in September, 1962. The delay was due to the fact that the informa- 
tion on numerous items had to be gathered from various sources 
The nature of the schdule and the type of the work which war; done 
and the manner in which it had to be posted had to be looked into 
The bitness, however, admitted that certain delays could have been 
avoided. As wards N.C.D.C. the witness stated that a sum of Hs. 16 



Iakhs was outstanding against the Corporation and another small 
bill was under compilation. On being asked about the diPAculties 
about payment for 1961432, the witness stated that it was found that 
there was some difference of opinion about the manner in which cost 
of various items of works had been estimated. It had been propos- 
ed to ask the Accounts Omcers to sit together and come to an agreed 
settlement. A time limit of 2 or 3 months had been given and the 
entire matter would be settled within that period. The Secretary 
added that the bills u p b  1961-62 had been paid except Rs. 16,07,000. 
In reply to a further question, the representative of the Ministry 
stated that the payment was an on account payment. Certain items 
of work which were not disputable were added up and an on account 
payment of Rs. 25 lakhs and odd had been made. The disputed 
items probably related to last 2 years. The representative, N.C.D.C. 
stated that an amount of Rs. 6 lakhs was due according to Ministry's 
understanding of the principles. The facts and figures had to be 
reconciled. That was what had been proposed to be done in the next 
2 months. 

The Committee suggest that vigorous steps should be taken to 
settle the ontstanding bills. The proposed meeting of the Accounts 
Oflicers may be convened immediately if not already held and the 
arcaunts settled at an early date. 

49. The Secretary stated that quite often both G.S.I. and I.B.M. 
started taking up some investigations without receipt of any specific 
request from any particular organisation. It  was because they felt 
that there were possibilities in regard to certain minerals in certain 
areas. It was quite possible that the investigations might not result 
in any definite discovery. When it did materialise in some dis- 
covery and some minerals were proved, then some organisations 
stepped in for commercial exploitation of these minerals and it was 
at that stage that the G.S.1, or the I.B.M. would be able to prepare 
a bill of all the expenditure which they had incurred on that investi- 
gation and would ask that exploiting agency to make the payment. 

On being asked as to why a commercial price of the value of 
information given should not be charged, the Secretary stated that 
the normal practice for the G.S.I. and I.B.M. was to publish all the 
results of their investigations and all the information was available 
and so far they had been thinking in terms of recovering the cost 
and not the commercial price and promised to consider the matter. 

The Committee suggest that at the time of making available the 
results d tbeir investigations to the private parties for commtrciat 
exploitation, the feasibility of recovering in advance the cornmereid 



pice  of the inforination and not merely the cost i n c u r d  there& 
should be examined. 

50, As regards the amount outstanding against private parties, the 
.witness stated that the Baroda Borough Municipality had paid the 
balance on 2nd February, 1965. As regards Messrs. Bengal Potteries 
Ltd., the matter was still under discussion with parties concerned 
.and the same would be settled shortly. The witness added that the 
bill was in excess of the original estimate. Actually the cost of the 
staff and drills which were not utilised and which were idle were 
also added up. The h a 1  bill would be less and added that they were 
entitled to recover the cost of the expenditure on drill and sbR 
actually employed. Rs. 20.000 was not the ceiling. In reply to a 
question, the witness stated tha t  the work was completed in August, 
1961. The report was finalised in December, 1963 and the bill was 
presented to the party in April. 1964 and the amount was pending 
recovey since April. 1964 

The Co~nmittee desired to know under what circumstances the 
report was sent t o  tht ;la? . without reallsing Government dim. 
The Director, G.S.I. stated th?t a:rreemcllj:s were not properly drawn 
and it was not correctly stated as to I J ~ W  much expenditure would 
be borne by the private party On being asked as to why the party 
was not asked to make a deposlt pending final settlement, the Secre- 
tary stated that in November. 1463 a letter had been issued to 1.B.M. 
t o  take a deposit before taking up the work on behalf of the private 
parties and this procedure would apply to G.S.I. On being asked as 
to why it was done onlv for one organisation and not for the other, 
when both were under the same Ministry, the representative of the 
Ministn, stated that normally work on behalf of private parties wa- 
done by the 1.B.M The few investigations which were conducted 
by the G.S I were conducted much earlier than the issue of that 
letter. It had been proposed to apply that procedure to the G.S.T< 
also making it necessary for them to take a deposit from thrn parties 
conrerned whenever thev undertook the work 

The Committee desired to know whether Mcssrs. Benaal Potteries 
Limited were intimated about the likelihood of the originel estimate 
going up. The witness stated that cost of the work should be con- 
tinuously worked out and whenever the estimate was likclv to po up. 
there should be a provision in the agreement to securc~ extra deposits 
or a specific commitment from the party concerned that they umdd 
meet the expenditure in excess of the original estimates. On bring 
asked whether f t  was done in the case of Messrs. Bengal Potteries 
Limited. the witness replied in the negative but a d d 4  that the? 



mow proposed to make it clear and tighten up the procedure by issu- 
ing further instructions to the G.S.I. and the I.B.M. 

The Committee regret to noie that there were unfortanate delays 
.in recovering the outstanding amounts from the private parties fo r  
which no satisfactory explanation has been given by the Ministry. 
The Committee are surprised to note that the Ministry issued in- 
structions to I.U.M. only in November, 1963 to secure deposit before 
t a k h g  up the work on behalf of the private parties but those in 
structions have not so far been issued to G.S.I. when both the orga- 
nisations are under the same Ministry doing work of almost similar 
na t lue. 

The Commitlee suggest that no survey work should be under- 
taken on '-rholf of Yrivnie Purties or Government Corporat:on with- 
out receiving adeouate amount of deposit. The Committee alto re- 
comniend that in f u  .Ire no report or the re5ult of the survey should be 
made avnilnhle without recovering the  full amount. 

The Comnaittce hope thnt suitable instnlctions will be iswed by 
the Min'stry !o G.S.I. immediately to secure depo4ts from the parties 
concerned hefore tnking up the work an their behalf. The Commit- 
tee a l ~ o  hope that the depnrtment will introdure a system to a s s e s  
the coqt of the work at r q p l a r  interval5 and indicate the same to 
the pnrties concerned. 

Indtan R u t c a u  of 51:ncs. parn 54. y g e s  64-66 
Outsrnndmg reover ics .  

51. Thc Bureau adv!se.: G ~vcrnmen:  cl.)mpan!es and other egen- 
ciw in rcg:lrd tq  ma!:crs pcrtarning ti> :he Ylning Industry and 
exccu!us prosprctmg xvork on their behalf, subject to recovery of 
cost. Rc w c r l e s  ag,qregatlng R.; 30.84 lnkhs were still (December, 
1x3) duc to bc made froni the parttcs noted below:- 
- .- -.- -. - - - - - - ------ --- -.- - - - ----- .---- 
Name of the Party rrc\iect 1'erio.J during ;\mount Date on which 

which zen.ice Jue for el.tim prcfilrred 
rendered recover]; 

1 -, - 3 4 
-_^_ .-_ . ^  _ _  -___ ____._____".ll_ _ _  _ _ __.^__ - - - - -  - 

Rs. 

jii) Fcnilizcr Coqwmtion i ~ f  kcmbcr ,  t ysy 70,573 April, I*. 
Indiu (Lime Stonc Dcpsir July, 1961 
at hlorni Wills) 



I 2 3 4 

(iii) Pyrites and Chemicals May, 1957 2,44,915 Novembef, , 
Development Co. (P) Ltd. to 1960 
(Arnjore Pyrites Investiga- January, I 960 
tion). 

(iu) National Mineral Devc- Work in progress since 2s,jg,3cc Clains not 
lopment, Corporation. November, 1960 yet pre- 
(Bailadila Iron Ore I n v t  ferred 
stigation). 

(v)  National Mineral D t  July, 1960 40,166 Not known 
velopment Corporation. to 
(Panna Dimond Project). August, I 961. 

(ol] Assam Government (hli- November, rg6l 1,62,ooo Not known 
f i r  Hills Limestone In- t o 
vestigation). . August. 1962 

The Committee desired to know the reasons for the delay in sub- 
mitting the bills and recovering amounts. The Secretary stated 
that the reasons for the delay in regard to I.B.M. were more or less 
the same as in the case of the G.S.I. viz. lack of proper organisation 
in the office of the Indian Bureau of Mines for computing charges 
and preparing bills etc. On being asked as to when the I.B.M. un- 
dertook work on behalf of the public o; private orgnnisalions, the 
Secretary stated that the I.B.M. had been taking work on behalf of 
other bodies right from the start. The witness added that I.B.M. 
was comparatively a younger organisation. It was started jn 1948 
and it had been doing prospecting work only sinr,e 1935. The major 
investiga:ion work was taken u p  by 1.B.M. in 1955 on hehn!f of 
Hindustan Steel Limited in regard to lime stonc and iron ore. 

In reply to a further question, the Director. I.B.M. stated t h a t  the 
amount in regard to the work done in conncctm with the nailndila 
Iron ore investigation under N.M.D.C. represented the cstimnted 
recove9 which related to a period of 21 months from the date of 
commencement of the operation$. The position about the later 
period was not known. The Secretary added that the posi:ian in 
regard to N.M.D.C. was that the work had been in proqruss since 
November, 1960. The total amount due for rccovcrv was 
Rs. 25.59.300 and the claim was preferred on 1st Octnber, 1962. The 
amount represented the ~ t i m a t e d  cost of the work of invcstiqation 
on deposits 5, 10 and 14 of Bailadila iron ore range. The work was 
in propess. The N.M.D.C. who was requested to reimburse the cx- 
penditure in respect of deposits 5, 10, 11 ,  13 and 14 of Railadiln range 
to I.B.M. had intimated that the expenditure incurred in prospecting 
of deposits 5 and 14 would be debitable to the mirpectivc projects for 



the development of those two deposits. With regard to expenditure 
on other deposits, the Corporation had proposed that  those should 
form par t  of the  expenditure annually incurred by the I.B.M. on 
exploratory work on mineral investigations, which did not imme- 
diately result in the development of a mine. Since the  exploration 
work in deposits 5, 10, 11, 12, 13 and 14 in Bailadila range was under- 
taken by the I.B.M. a t  the instance of N.M.D.C. on an  undertaking 
given by them that the expenditure incurred on those investigatioqs 
would be reimbursed to them, the N.M.D.C. were being requested 
t o  reimburse the expenditure. There was some difference of opinion 
between N.M.D.C. and I.B.M. on this issue. 

The Committee desired to know the total amount of bills sent to 
N.M.D.C. and the extent to which they were ou~standing.  The Sec- 
retary stated that the amount was Rs. 25.59 lakhs. He added ihat, 
in addition, therc was another small bill pending in regard to Panna 
diamond project preferred on 1st April. 1961 for Rs. 40,166. 

The Committee desired to know the  position about the recovery 
of Rs. 25 lakhs from N.M.D.C. The representative of the Ministry 
stated that the debit against N.M D.C. covered a number of deposits 
viz.. deposits Nos. 5.  10 and 14. Of thosc deposits, deposit So .  14 

had been cn:rusted to ;he S.3I.D.C. for development. The work of 
detailed prospecting of the other two deposits had been done and 
bills for thosc deposits had also \wen sent to N.M.D.C. on the assump- 
tion that N.M.D.C. \voulrl b~ tnkin:! up :hat work. The matter had 
been discussrtl with thc  Firl:incc li!i?istr:: and i t  had been decided 
that the debit against X.:bI.D.C. s l i ~ u I d  be only in respect of the de- 
posit whic:h had been en'.rusttd !o them for development. Since de- 
posits 5 and 10 hnd not h e n  assigned to the N.M.D.C.. the debt in 
respect of detnilcd prospcc!ing of those two deposits had been with- 
drawn. Whatt.ver expenditure \vas incurred by :he I.B.M. on dc- 
tailed prospecting of thc deposit had been psid by the N.M.D.C. and 
that nmounted to Rs. 7.50.000. I n  rcply to a question, the represen- 
tative of thc Ministry s:atcd that the 3linistn. had asked the I.B.M. 
to rindcrtakc the work of drtailcd pros;?cc:ing of thrce deposits on 
the assumption that the N.M.D.C. would be made responsible for 
dc~.elopmenr of those !hrcr dqxsi ts .  Thc Government had taken the 
decision to ~ 5 k  the corpra! ian to deposit 14 only for the  
present. Thr witness further added that the I.B.M. would still 
calculate the cost of the work in respect of the two deposits se- 
parately so that at n later stage when their development was en- 
trusted to t h ~  N.M.D.C., suitable debits could be raised against the 
corporation. h being asked about deposits 11. 12. 13, the  witness 



stated that those deposits were being prospected and had not be- 
assigned to the N.M.D.C. for development for the present. On be- 
ing asked about the Panna diamond project the witness stated that 
the entire amount had been paid on 10th February, 1965. He added 
that there was some delay because of some ambiguity about interest 
charges. 

The Committee desired to know whether after transferring the 
development work to N.M.D.C. there was any proportionate reduc- 
tion in staff. The representative of the Ministry replied in the nega- 
tive and stated that other investigations had been assigned to the 
I.B.M. On the other hand in the fourth plan, there was a provision 
for more recruitment to undertake additional investigations. In re- 
ply to a further question the witness stated that about a thousand 
?eople were doing the prospecting work. The Director, I.B.M. added 
that in the coal site there were 500 people including drilling staff, 
mining engineers etc. All those people had been transferred to non- 
coal operation areas like Khetri Copper Project, lime s'one investi- 
gation areas in Madhya Pradesh and Bellary Hospet iron ore pros- 
pecting area etc. 

The Committee hope that with the setting up of the cost eccount- 
ing cell in the I.B.M., the delay in preparation of bills will be avoided. 
They also hope that I.B.M. will pursue vigorously the cases of out- 
standing recoveries horn the parties/projects mentioned in Audit 
P m .  

Idle Equipment 

52. It was noticed during local audit conducted In July-August, 
1963 that equipment purchased for issue to camps had been lying 
idle in the Central Stores far periods ranging upto 21 years. It  has 
been stated in February, 1964 that the estimated cost of the e q u i p  
ment which had been lving idle for a period of over one year is 
about Rs. 13.68 lakhs; that a Committee consisting of Technical 
Officers of the Bureau has been set up to re-examine these items of 
equipment with a view to ascertaining how far they can be utilised 
by the Bureau in the near future; and that ac:ion as deemed neces- 
sary would be taken on receipt of the recommendations of the mid 
commf ttee. 

The Committee desired to know whether the Committee consist- 
ing of technical officcm had submitted its report, and if so what 
action had been taken. The Director, 1,B.M. stated that on receipt 
of Audit para, a list of equipments lying idle in stores was prepared 
and its total cost worked out to Rs. 14.08 lakhs. This was the coat 



of equipments that were not issued for one whole year. The witness 
added that it should have been worked on a three year basis be- 
cause the capital equipments were mostly imported items, and it was 
a general practice to have 10% spares along with them. It had there- 
fore been decided to re-examine the question and find out actually 
how many spares were in the stores on a three year basis. On 
that revised calculation, the amount of stores that were lying idle 
came to Rs. 8-98 lakhs. The spares were all machine parts and 
accessories etc. Due to fault in the accounting procedure, some of 
the capital equipments which were found in stores had all been used 
up as they had been given to field surveys parties and used for four 
or five years. Those had been taken back and were awaiting dis- 
posal. A majority of the capital equipment which were unservice- 
able and had to be written off were still in the accounts books. 
Action was also being taken to see that repairable stores were re- 
paired and brought into use. 

As regards general stores, the wltness added that those were 
mostly bolts and nuts and other hardware equipments. Formerly the 
field parties were purchasing those stores locally now a circular had 
been issued to all the fieid parties to utilise the bolts and nuts in 
stores. hlost of the drilling and mining accessories was of the na'ure 
of drilling equipments eic In 1958 a complimentary gift of diamond 
drilling equipment worth Rs. 40,034 approsimately was received 
from the Government of Japan. 

On being asked a b u t  the formula adopted with regard to keeping 
of s'ores, the witness stated that :he convention followed by them 
was to have extra stores to the estent of 10% of the value as spares. 
He addcd that they hod the total assets of stores including what had 
been distributed in the field to the tune of Rs. 4) mores. As against 
that the stores that were lying unused in the Aeld were to the extent 
of Rs. 4 lakhs only. 

On bclng asked about the pcr~odical verification of stores, the 
wi!ness stated that there was some dificulty in the past, as there 
was no properly qualified Stores Ottlcer with them. The witness 
further added that out of those stores whntevrr could be repaired 
and put into commission were bang done by them. They were 
also trying to consult the Ministry to And out how those stores 
which were returned from the field after the use should be accounted 
for and they had been trying to know whether a separate account 
ahould be kept of those stores or whether they should be kept in the 
Same account. On being asked whether there was no system of 
vsrifying the ataterr the witnearj stated that It was correct that there 



was no proper stores maintenance and now they were trying to 
rectify the  defeets. 

The Committee regret to note that it was only after the audit 
para was received that an attempt was made to prepare a list of 
equipment lying idlo in stores. The Committee are surprised to 
note that there is no system of periodical verification and proper 
maintenance of stores. The argument that the difficulty was due 
to the lack of a properly qualified S t o m  Offirer in the I.R.M. is not 
understandable to them. They feel that thc difficulty could have been 
easily overcome by the timely appointment of a qualified S t o r a  
Officer. 

The Committee hope that snitable steps will be taken hp the De- 
partment immediately to rectify all the dcfccts in the proper main- 
tenance of stores records and regular system of periodical verification 
would be introduced. They mav also be informed of the action 
taken for utili.iation of serviceable rquipments and disposal of un- 
serviceable ones. 

Loss due t o  delay i n  the  fitlalisatim of t he  t e r n  of interest on loant, 
para 102, page 140. 

53. During the period March. 19:19 t o  March. 19G3, loa!is aggrcpat- 
ing Rs. 4.95 crorcs were paid to t h e  S~ngarcni  Colliericbs for their 
development programme, without, h n w ~ v e r ,  specifying the tcrrns 
and conditions which w w c  fina1isc.d only during Fehr t~nry,  1961 to 
April. 1963. The delay resulted in realisation of in:trcqt tcing post- 
poned for periods ranging up  to 21 months, as shown twlwv:- 

( i )  A total sum of Rs. 5:70 lakhs representing in!cre.t due  on 
a loan of Rs. 60 lakhs paid in March, 1959, for the  half 
years ended September. 1959, March, 1960, September, 
1960 and March, 1961 was realised only in  July ,  
1961. 

(ii) A sum of Rs. 6 lakhs being lntercst duo on a loan of 
Rs. 100 lakhs paid in Dcc~cmhcr, 1961, for the half year's 
ended 4th June ,  1952 and 4'h Deccmbcr. 196'1 was realis- 
ed only on 28th May, 1963 

(iii) A sum of Rg. 9 lakhs which was the interest due nn a loan 
of Rs. 150 lakhs paid in  March, 1962 for thc  hnlf years 
ended 29th September, 1962 and March. 1963 was re- 
aliscd on 28th May. 1963. 

Explaining the position in regard to the delay in the finnlisaticm 
of the terms and conditions, the representative of the Ministry of 



Steel and Mines (Deptt of Mines and Metals), stated that the terms 
and conditions had already been laid down. The dBcul ty  arose over 
the interpretation of the terms and conditions particularly relating 
to the rate of interest and the tenure of loan. On being aqked whe- 
ther the tenure of loan was not determined and the rate of interest 
was also not specified, the representative stated the rate was 44% 
o r  the prevalent rate. In rely to a question the witness stated that 
the first instalment of the loan was paid in March, 1959, but the 
terms and conditions were settled s little later and conveyed in 
June 1959. The amount was advanced because the need for Sin- 
gareni Collieries was found to be urgent and pressing. The witness 
stated that it was decided on 1st Au-gust, 1960 by the Finance Minis- 
try that 44% applied to loan of 10 years duration and for loans 
between 10 and 19 years, the rate of interest would be 4.3%. On 
being asked about the delay, the witness stated that the case was 
again taken up with the Ministx?; of Finance because it was con- 
sidered unfair to charge 4.t% interest. It was also felt that in the 
face of the tripartite agreement, be'ween Central Government, 
Andhra Pradesh and S~ngareni Coll~ery, the Singareni Colhery had a 
case and an effort was made to approach the Ministry of Finance 
which took time. Ult~mately i t  was aqreed to charge in. e:es?@4iC/o 
a s  mentioned in the agrcemcnt, the Committee pointed rut that in 
the tripartite agreement there was no mention of interes! whether 
payment of interest would be ha!f yearly or annual. Evcn when the 
Ministry communicated rhc rate of in'eres! of 4 1 5  they did not 
mention whether the payment would be half yearly or annual and s 
further enquiry was made on 14 h June, 1961 and then the Govern- 
ment clarified that the interest was repayable in half ycorly instal- 
men ts 

The Committee desired to know whether i t  was a fact that when 
the terms and conditions tvcrc finn1:scd. there was an omission about 
mentioning the per;od. Thc rcprwentatlve of the Iffinistry stated 
that in retrospect it was found to be an omission and added that the 
Audit Drptt. drew the attention of the Ministry on 11th November, 
1959 bccausc the interest hall t o  be rca1;sed. In reply to another 
question, the w~tncsq ndm:tted that in the orig:nal aqreement there 
was no mention of the date on which the first instalment of interest 
was due for pnyment. 

Thc Financial Adviser informcd the Committee tha6 the loan was 
sanctioned to the Sinqnrcni Collicrv under a Tripartite Aprcment  
between the Centrd Government, State Government and the Sin.p- 
rcni Colliery. As regards the terms and conditions of the loan, there 
had been considerable discussion about the prevalent rate of interest 



between the three parties and the  position was still in a somewhat 
fluid state. The witness further added that the Central Government 
held 4074 of the share; and other 60@b was held by thd State Gov- 
ernment and the private share holders. The latter held shares of 
the value. of Rs. 5 lakhs. Though the Central Government had 40% 
of the shares, they had to provide bulk of the Finance both in the  
Second Plan as well as in the Third Plan. The State Governmcnt 
had provided a bit of the Finance required by the Corporation. The. 
shares of the Central Government in the Management had no: been 
commensurate with the capital provided by the Central Government 
for that Corporation and that had been the subject of discussion bet-  
ween the Central Goverrment and State Government. In reply to  
a question, the witness stated that thcrc had becn some modifications 
in the agreement based on the discussions between the two Govern- 
ments that had been going on. 

The Committee pointed out that the loan \vns grnntrd in 1959 
and the rate of interest determined was not communicated till Fcb- 
ruary. 1961 The representative of thc Ministry s4a!cd tha t  there  
was delay in commun~cnt!ng bccnusc i t  w a s  though! thnt the rate of 
interest s h ~ u l d  be charged from April. 1961. Thc w3tncss s!n!t>-i t h a t  
the rate of interest was determined in 1961 and the dccic!on w ; 1 ~  that 
on the loan of R.. 60 lakils. the dura::on would be 13 p a r s  2nd :he 
rate of interest would be 41%.  The doubt arose when the Com- 
pany stated that they were not liable io  pny intcrest af  43c; 

On b c ~ n g  a ~ k c d  about the loan5 nf Rs. 100 lnkhs and  Rq 151) lakhs 
paid in December. I S 1  an? in Mar, h.  1962 rc~pec:i\~cllv. thc rc.prc- 
s e n t a ' i ~ ~ e  nf the Ministry stated that thcrc had bcrn dt.:ny in thnse 
two cases 

On being pointed out that :hr or ipnal  agreement djd no': r;pccify 
the  amount, the Financial Adviser stated tfiot the cap:tal structure. 
equitv psrticipation nf the Central Governmcn: an1 t h c  loan t h e y  
wottld advance had all becn s?ecificd in the 1959 agrccnwn'. The  
idea t i rag that the capital should be Rs. 300 lakhs out of which Rs. 
18r) lakhs would be the  share of the Sta te  Governmmt and they hnd 
t o  convert a certain portion into equity. Residcs that. t h r  Central 
Government had agreed to gwe a loiin of Rs. 295 lakhs during the 
Sc-ond Plan period. The amoiint of Rs. 295 Iakhs was given on the 
h z i s  that the  Andhra Government would have 60'; and thr Cclntral 
Government 405.  That had heen cornplctcly fulfilled. Thc Finan- 
cial Adviirer further added that therc had been further neacrtintfons 
fn. t h ~  Third Plan, There wa(r a pmvWon of Rs. 20 crarcs in +he 
Th!d Plan for e x ~ n s i o n  of Sinearenl Collierina for expanding 
pmdudicm to the order of 5: 74 million tons. Then was e dlstssion 



between the Central Government and State Government as to how 
those additional resources would be found and made available to 
Smgareni Collieries. That d~scussion led to a fresh agreement in 
January,  1963 as follows:-(a) to raise the i.;sue capital of the Com- 
pany to Rs. 4 crores, (b)  to r a s e  the authorised capital to Rs. 9 
crores, (c) about R.;. 3 u o m s  l o m  by the Central Government to  
Andhra Government, ( d )  further a loan by the Ccntral Government 
to the Company and (e)  the Company would raise a loan of Rs. 2.5  
crores. 

In regard t o  the  l o a n  io Andhra Government, the Flnanclal Advi- 
ser stated that it was as a result of a discussion between the Andhra 
Government and :he Central G:)vernnwnt that some part of the  l*,an 
was given directly to the Company and some part of the State Gov- 
ernment for bcing lent to the Company Normally the  State G-Iv- 
ernmcnt should provide the funds requlrcd both for equity p3rtici- 
p a t ~ o n  and loan to Company. The State Government had pleaded 
lack of resources and so escept for a small portion. the Central 
government had to prowde funds for e q u ~ t y  particlpat~on In the 
cap ta l  and also payment of loan by them to the Company. I t  was 
bccau;e of this  factor thew \ r . x  ~ I . ~ C : I ; S I O ~ I  ribout the  exLent oi part,- 
cipzt'on In mnnogt.mcnt \)? the Ccntral Goi.crnmcnt 

The witness nrddecl that :he Colllcries irere r u m i n s  well. In t h e  
mid term apprais.iS c h f  thc  T!~ird Pian. t h e  tnrqc: was rcducsi  f-3m 
5.74 n-rillion tons t l) 4 .15  mill:on t o m ,  anti this cnp9:i:y hati teen 
attained by  th,e Co:l:cry Thr. ;v i t :~~ss ,  hnwcvx,  ad;ic?:i :ha: 3s there 
iva:; sl:lcknes; nf d e n i n ~ d .  :hc:r prid:~ctitrn tv:;:; in:!. :j.i, nliilion tcns. 
but thcy coulci rcnch 4 . 1 5  rni l l i~n trm::. Tllcir recclrd 1 ) f  pvrnc??  cf 
dividends had b w n  quite satisfnc!ory. 

On be:nq asked about thc propowl :hat :!w Cw'ral Government 
should own mnjorlty shares In S!ng:rrrnt Ck)ll-cr:cs, the repreccntn- 
tivc of the Ministry s!ated that  3: onr Stncc thc Stsic Government 
h;id agrced that Central Governmcnt should have the maiority pnrti- 
cipntion, but u.;!hin a short pc r~cd  th3! poqi::on Fvas changed. 

The Committee are unhappy to note that the lomc were granted 
to the Singarcni Collirri~c hcforc the terms and conditions in r e v e t  
thereat were settled. They are not in a position to accept the con- 
tention that due to urgent needs of fundc, the loans were ssmrncticlnrd 
pending fhalisatian of the t c m *  and conditions. Further when the 
Qrmr and conditions were embodied in a draft nprement there wrn 
omission* of not mentioning the time of repayment of the lean and 
the date on which the first instalmcnt d interest w a s  due for par- 
ment This omidoa  came to light onlv in November. 1059 after 
Audit drew tbe attentton of the Department. 



The Committee regret to note even after the loan had been givea 
in 1959, there was inordinate delay in communicating, the rate of 
interest, determined by the Department, to the Singareni Collieries, 
The Committee are unable to understand the reasons for the delay 
in communicating the rate of interest when the Ministry of Financo 
had decided on 1st August, 1960 the rate of interest on loan of 10 
years duration and b a a s  between 10 and 19 years. 

The Committee feel that the actiol~ of the Ministry in taking up 
the case of Singarcni Collieries again with the Ministry of Finance 
actually rewlted in the delay in the realisation of interest and this 
amounted to unauthorised financial assistance !o the Company. 

They feel that pending dec:sion of the reduction in the rate of 
interest, the Deptt. should have provisionally recovered interest a t  
the rate determined by mini st^ of Finance. 

The Committee suggest that in such caqes the agreements should 
be drafted in anambigious and clear terms to avoid at  a later stage 
any difficulties in the interpretation of the termq and conditions and 
a uniform procedure should be laid down in consrrltafion with the 
Ministry of Finance in regard to the grant of loan nnd payment of 
interest etc. 

54. Notes (Appendices XVII, XVIII and XTX) furnished at the 
instance of the Committee show that the phgsicni targets fixed and 
achievements of the Singareni Collieries are ac follows:- 

- ------ - -  - -- . -- 
I*!-62 3-05 2 .85  
196243 . 3.25 3 '23  
1<;h?-fj4 . . 3-56 3'47 
1964-65 . 4'37 3 -65 (anticipated) 
i*s-CjC; 4 .  I (anticipated) --- . 5-73 --- --" .---- -- 

The Committee have also noted that the actual production in the 
years 1964-65 and 1W-66 will depend on the demand for coal and 
the demand is very much below the original targets. 
The Committee feel h a t  the achievements of the Singarcni Col- 

l'eries during all the years mentioned above are short of targctr 
fixed in the Third Five Year Plan. As against the target d 5.74 
million ton9 of coal, the company has achieved a capacity of 4.15 
million tons though the amount earmarked for 5.74 million tans 
target  ha^ been spent. Such a performance i s  therefore di.sappoint- 
tng. They hope that attempts will be nude to rch iwe the targets in 
regard to production. 



MINISTRY OF WORKS AND HOUSING 

Non-recovery of fees for technical advice-para 56, page 69. 

55. The Government of India decided in May, 1960, that the 
Central  Public Works Department should, with effect from 1st 
December, 1958, recover departmental charges from the  New DcIhi 
Municipal Committee a t  24 per cent of  he total works expenditure 
for rendering technical and architectural a d v ~ c e  to  thcm. No amounts 
have, however, been recovered or even assessed for recovery tiil .July, 
1963. 

The Mlnistry ~nformcd Audit In January,  1964 t h a t  the question 
of se:tlemmt of the Government dues on account of "d~rection 
chwgcs" was under correspondewe wlth the New D e h i  Municipal 
Committee and th.lt  thcy had a150 rcqucitcd :he M~nis t ry  of Home 
Affairs to use their good office.; In resolving the issues involved. 

The Committee e n q u ~ r d  as to w h y  t h e  C P.\Y D h.iA no t  re- 
covered fee for the technical ad\lce rendered to the N D 1I.C. w.e.f. 
1st December. 1958. The w ~ t n e s s  stated that the h' D.M.C. had in- 
formed thcm that they would make payments af!er the accounts in 
respect of the works, on which technicdl aJvlce isas obtained from 
C.P.W.D. were audi'ed Thereafter, the New Delhi Municipal Com- 
mittee had been remmded and even the assistance of :he hfinistry 
of Home Affairs was sought but the N D hf C. had not got these 
accounts audited so far. I t  was expected thnt after completion of 
audit, payment would bc made w t h i n  three or four months. 

The witmss  admitted tha t  thc N D hl  C. lnformed the Ministry 
thnt Rs. 81,72.589 worth of work h d  b-en cnrned and the Govern- 
ment claim had been ~ssrsscd nt this figure but the hiinlstry wanted 
the sum to be checked and so have askrd the hlunlcipality to give 
them the a u d ~ t e d  figure which could be taken as correct. 

The Committee pointed out thnt the hiinistry could have collected 
thc amount on the basis of the figures pending further verification. 
The rcpresentntive of t h  Ministry stated that there was dispute 



about the calculation of the "direction charges" between the Ministry 
and N.D.M.C. The N.D.M.C. had classified the works into four cate- 
gories as follows:- 

I. A.lti-fl3.d works . . Rs. 43 '00 lakhs 

N.D.M.C. in one of its meetings held on 13th December, 1963 
passed a resolution that on items (1) to (3)  nothing was payable and 
on item (4) only 24 per cent was payable i.c. that out of Rs. 81 lakhs 
they had accepted liability only for payment on Rs. 7-84 lakhs. They 
denied the other payments. 

Since the Ministry of W o r k  and Housing was not awwe of the 
circumstsnces in Whicfi this decision had been taken by the N.D.M.C. 
they approached the Minis!rg of Home Affairs to get t k  matter 
settled. Accordingly a meeting was. held in September. 1964 at 
which the representatives r ) f  the Ministry of Iiomc Affairs. the N.D. 
M.C. and Finance Ministry were present. After full discussion it 
was finally decided that pa>ment of "direction charges" would be 
made by the N.D.M.C. on the basis of the audited expenditure of 
the works done during the period from 1st Decemlxr, 1938 to  31st 
July, 1962. It  was also decided that the Additional Chief Enginccr 
should pursue the matter and take further strps to settle the issue 
with N.D.M.C. 

The Committee enquired why the Mlnlstry at the mcctlng held 
with the Home Ministry's repre.wntatlve, dtd not raise the pomt as 
to how it was possible for N.D.M.C, not to have their accounts 
audited since 1958. The witness stated that the two things w e n  
raised at this interdepartmental meeting. One was the principle 
on which the charge should be levled and the second one was how 
the payment had to be made. It was decided that as m n  as audited 
accounts -re available, payment should be made. Thc Ministry 
did not go into the reason why auditing of accounts had been delayed 
oad how long it would take to get a final picture. 

The Committee have been informed by the Ministry of Works and 
Housing subsequently in a written note that the N.D.M.C, has s t a t 4  



t h a t  audit of their accounts for the period from the 1st December, 
1958 to 31st March, 1961 was to be done by the  Accountant General, 
Central  Revenues and for the period from the 1st April, I961 to  31st 
Ju ly ,  1962 by the Examiner, Local Fund Accounts (Delhi Administra- 
tion). As the audit had not been carried out so far, the  N.D.M.C. 
was making efforts to get this expedited. The Ministry also re- 
quested the Accountant General, Central Revenues and the  Exa- 
miner, Local Fund Accounts to have the accounts audited expedi- 
tiously. The N.D.M.C. had been requested, pending audit of the 
accounts, to make an 'on-account' payment to the extent of 80 per 
cent of the total amount to be paid by them. 

The Cvnlmittee are  unhappy to note that the audit of N.D.M.C. 
Acco~rnts for the period from 1st Dccemhcr, 1958 to 31st Juip, 1962 
has not bcen carried out so far*. The Committee fail to understand 
why on account payment was not taken from 3D.M.C.  pending the 
final audit of the accounts. They trust that the matter would be expe- 
ditcd and an early settlement reached on this issue of ''dirwtion 
chargcs" to be realised from the  N D..W.C 

The Comrniltee may also be appraised of the final poiition relat- 
ing to the realisation of the IXrcct'on Charges from S,I).TII.C.: both 
in regard to (a) the exact basis of payment and (b) the quantum of 
payment 

Howl Jasparh-para 61, pages 73-74 

56 1711s I-Intcl has been func!ion~ng s:.?c.e t1.e I5:h Octnber, 1956. 
The allotmcant of rooms in the Hotcl 1s mndc by Government, but 
ca'erlng had been entrusted to n private caterer The Hotel was 
stnrtt-4 'due to shnrtncy o f  hotel actommoiia'io.: in !he capital and 
high pnces charged by private ho t t l~c r i ' ,  3 r d  !n rrl icr to ensure low 
rates for catering, the caterer was pratidcd the free use of the kitchen, 
furnished dining hall and a specified number of semants quarters. 

The following points have come to notice:--. 

( I )  The catewr was appointed a!ter inviting tenders, initially 
for n period of t h r w  !.ran from 15th Ottobcr. 1956 to 
31st December, 1%9, with provision for renewal for a 
further pried of not less than one year at a time With- 
out inviting fresh tcnders, the a . p m e n t  was extended, 
on the existing terms, for a period of three years from 

*The C:twnm;ttrc tmikrrrnh l  from . \dl1 that rhr AmwW for rht  perid upcn 3 r s l  
March, 196: hnrl duly b ~ n  ruihtrd hv rhr .4 G.C.R hv M t v - l u ~ .  1061 th? A d i t  
Ntlrn mwd in rhrr c*nncctron v n c  urtkd rn Frhru*ry, r p b l  bv rpeaal Audit plrtl 
dcpu!mf fat the prpow. 



1st January, 1960 to 31st December, 1962, on the ground 
that if fresh tenders were invited, the  catering rates; 

were  likely to be higher. The  catering rates had, how- 
ever, been substantially increased with effect from 1st 
August, 1962 as shown below: 

- -- 
Rates prior to 1st Rates with effect 
August, 1962 from 1st August, 

I 962 

Lunch . *Rs. 4.75 for lunch, Rs. 7 . 0 0  (4 courses) 
dinncr, and evening Rs. 5.50 ( 3 courses) 
tea together. 

Its. 7.00 (4 courses) 
Ks. 5 . 5 0  ( 3  courses) 

Evening Tea . Kc. 0.75 

Bed & Breakfast (English) . Ks. 7 . 5 0  Rs. 8 . 5 0  

The agreement was further extended for a period of one year 
from 1s; Januar?, 1963 to 31st Dcccmber, I%?, pending 
con-sideration of alternative arrangements. 

(ii) I t  was noticed, that the strength of the room-bearers, flour- 
attendants, pantrymen and s w e c p r s  In the employment 
of the caterer prlor to 1st .4ugusl, 1962 fell short of the  
minimum staff requirements specified in  the catering 
agreement, viz. 167, by 83. w h ~ c h  resultcti in a saving 
of Rs. 6.44  lakhs to thc  c*.itrrcr upto July,  1962 

(iii) A sum of Rs. 90,570 was outstanding for rccovcry from the 
caterer as on 31st hlorch, 196'3, in rcspcct of the  period 
from 1st April, 11159 on account of wtr'cr and clcctr~clly 
charges, and of the rent of cold storage rooms, servants' 
quarters utilised in excess of the number spc~ficd in 
the agreement. 

The Ministry lnfnrmrd Audrt In Dcccmbrr, 1969 that against 
the  amount of Rs. 90,570, a sum of Rs 91,543 coilrsctrd 
by the  Government from the  cl~cnts, on behalf of the 
caterer, during 1st  August, 1962 to 9th Septcmhcr, 1962 



had been withheld, pending collection of the amounts 
due from him. 

(iv) No rent has been charged from the caterer also for the  addi- 
tional accommodation provided to the caterer (for 
Cashier's room, Accountant's room, two house-keepers' 
rooms, room for changing of uniform by the staff, and 
Dhobi-Ghat along with a working room for Dhobi) and 
extra furniture utilised by him in excess of that provid- 
ed in the agreement. Thc yues ion whether the contrac- 
tor was liable to pay rent for these items was stated to  
be under the consideration of the C;overnment. 

(v) A sum of Ks. 69,621 was outstalxling as on 31st March, 1963 
for recovery from diffcren~ parties on accoun: of lodging 
charges in respect of the period from 1958 onwards, of 
which a sum of Rs. 45,375 related to the period prior to  
1st January,  196'3. The hiinistry stated in December. 19133 
that out of this amount, a sum of Rs. 31,499 had since 
been recovcrcd, lcaving a balanrc of R:;. 38.122 st111 to 
be recovered. 

(vi) Ano'hcr sum of Rs 62.300 on account o f  rent for the x r i o d  
January. 1959 to March, 1963 was outsta~cfinq !or re- 
covery from l lc~ncccs  of cabins and shop-window;, of 
which 8 sum of Rs 2R.66-l rciated !CI 3 p ~ : i ~ d  more than 
one year I t  has been s:n+c i In Dxember  1967 tha t  out 
of this amoun:. 3 sum r > f  Rq 1125r) hay qincc brrn 7%- 

covered, having a b z l n ~ c r  of RT 51.050, nf which 
Rs. 50.337 is outc;!nntlin~ firm t h r w  rar ' ics a ~ n l n s t  whom 
legal nctin,~ 1 s  bc1-1~ tnkrn for r f f e c t ~ r . ~  rccsTvcr?. 

The Comml:trt. *.vcrr> ~nforrnwi 1!1 c~vidrnct. ? h l :  t+c c n n t r ~ c t  en- 
tcrrd into in 1 5 6  wtth thp r n t c r ~ r s  of Jnnna!h Fintrl, !aid down 
only cwtnin scalcs for  nrovlslon of the  scrv!cc sfn5 T?F s c n l .  was 
bawd mnstly on t h e  hcd strrrlnth of t he  Ho'cl a d  t h  hours of duty  
but the exact numbcr of staff t o  Iw cmp!nycd was  nnt !nd:c?tPci. Tb. 
catering and wrx-ice arrnnCr*men!c in thtl tfntt.! wcre :!vie? ricn to 
s number of complaints Thp Cnbiwi t,il.k nnt:cc of thcm nnd 
directd that thv mn?tr*r shoi~ld b% ~ m c  ln!o. ~ r l  or&-r t o  irrwove 
the srrvicc In !'i?av, I%? a Comm,tttv of two omccrs. F I o w l n r  O m -  
mtwoner ,  and the D~rrctcv-Ckneral. Tourism was npp~in!eI tn cf? 
into the matter and they mndc snmf. rrcommcndntions as a mwlt 
of which rm rncrcnac in staff wns pcrm:ttrd. Rt~mtsr thew was an 
h m a b e  in staff, thr caterer had to be given a sl;qht!y hiqhrr  rate 

T h e  Commlttcc enquirrd whether nt the time of Ifrantinc the 
mterer an increase subclicqucntly, Government vrrifbd and r h c t k d  



'that the caterer fulfilled the terms of the original agreement viz., 
whether he provided the requisite number of staff required on the 
basis of three shifts or whether he  actually paid overtime and pro- 
vided staff who would work for 12 hours a day. The witness stated 
that  a Committee of two senior officers appointed in May, 1962 had 
gone into this question. When their report was received sometime 
prior to August, 1962, it was assumed that they had gone into the  
contract and ensured that the  contract was being fulflllcd before 
making recommendations for staff in excess of that provided in the 
existing contract. The Government accepted that rccommencl~t ion 
in consultation with the various Ministries concerned. 

To a question, the  witness stated that the interpretation that wns 
pu'. !y :he caterer on clause 7(b) of the Acreemmt was that the 
actua! number of staff to be employed would be determined by the  
caterer. It was, however. open to the  catcrcr to kccp only two ins'cad 
of three persons for 24 hours duty. by paying them overtimr in so 
f a r  as the terms of contract were concerned. 

The Commi?tec then poiniei out t h a t  urlder the law- of the Iarld, 
a person could not be emplo.cd fctr t\vcl~.. hours evcryciny. Thcre 
was a llmit to which ovcr-!lme ccmld be paid 5r) hours over-l:mc per 
month was the maximum perm!ssib!e under the law 

The ivitness stated t5at in thv contract i t  way ment~oncd :hat 
tho rnom service stafl w d d  \vork d ~ r t * c ! i ~ ~  un,il.r the Blanngcr In 
actual practice they never wolkcd 11.1 lrr the Manager Thr room 
service was provided by the ca'crer who hlrnwlf supo:viscd and it 
was not known whe:hct the rnnnaqcr actu-111:~ cot any stntempnt of 
stnff from t h  ca!erer or not ns !he records mn;ntained In J3ritm:h 
Hotel were unsa::sfac!ory 

Evcn if definite number of stafl to be enlployed i 5  not stiprrlated, 
i t  was clear on the basis of hours of duty and number of beds etc 
that a certain minimum number of staff wnli expected to be emplnyed. 
This was not done and hence a broach of the a g r m e a t  wacr earn- 
mitted. The Con~mittm would like the Ministry to o x m i n e  this as- 
pect further. 

57. The Comm~t tce  enqurrcd whether in the new agreement, any 
speckfk mention was made about the minimum numtxr  of mcrr the 
caterer should employ, the  witness stated that  the  new agreement 
provided that  in addition t o  what the caterer had employed, he mud 
employ so many more. 

In a note furnished by the Ministry subsequently, i t  has bsen 
stated that  on the introduction of the  Eumpean Plan with effcet 
from the  1st August, 1962 the caterer canfinned that he had bsbn 



asked to a p p o i a  the following additional s t d  and that he had done 
SO:- . ' 1 

" .- 

I. Room Beaieb  . . , .  18 
2. Pantry men .... 8 .  
3. Sweepers . . . .  12 
4. Relievers for 1, 2 & 3 ' . . . . 10 
5. Floor stewards .... 8 
6. House kecpcrs . . . .  1 
7. Page Boys & Porters . . . .  3 -- 

58 

The Committee are unhappy to note that the Management did 
not  consider it necessary to review the situation from time to time 
and ensure that the conditions o e agreement were beinq fnlfi!led w specialiy in regard to the employment of the required number of 
stofl. The very fact that the Cabinet had to take notire of the  com- 
lplaintr indicates that the position was extremely un~atisfactory. 

58. In reply to a qucstion the representative of the hiinis'ry stated 
tha t  at  the time when the contract was renewed in 1960 for 3 years. 
t he  feeling was that in view of €he rates prevailing in the market at 
that time, if Government went in for fresh tenders instead of taking 
advantage of the terms of existing contract and cvtendine llhe period 
of the contract at the existing rates, Government was likely ;o get 
Wgher rates. 

At the instance of the Cvmmlttce the Ministry of Works and 
Housing have furnished a note giving the reasons for tne Min~stry 
to  come to the conclusion that if the fresh tenders were invited. The 
a t e r i n g  rates were likely to be higher (Appendix SX). 

The Committee d c s i r d  to know what was the necessity that com- 
.pelled the M~nistry to give the price increase from 1st August, 1962 
when the contract was to run out In December. 1962. The witness 
&at& that to August, 1962, when the Cabinet had taken notice 
of the complirint from the residents in the hotel, they asked the 
%finistry to look into it. The  matter was pursued on 2 lims viz. (i) 
'to examine the existing working of the hotel and try to improve it 
a d  (ii) the long term objective to make a drastic change in the 
~nanagcment  of thc hotel to over-come the inherent dangers of hav- 
fng a private caterer. FWvate catering in a public hotel was not 
wely to prove quite aatfsfactoty. Thtrefote, a long tenrr salutim 
=w) 4 I. 



tbrt rprs being rotuaded wm to tam it into a M I y ' G o v e m n t  rrrl, 
concera One idea was to hand it over to the Ashoka Hotel. That 
idea was being explored but it would have taken time uiz, from & 
months to one year. So this increase in the rate 'was made 
as an interim measure to improve the existing service through a 
private caterer for the time being. For the same reason one further 
extension had to be given to the same contractor from January, 1963 
to end of 1963, because alternative arrangements of Govenurnent did 
not fructify in time. Then another extension of 3 months had to be 
given because the new company could not start operating Janpnth 
Hotel for various reasons till the 1st of April, 1964. 

Asked a question, the witness stated that the small increase in the 
rates was necessary then because Government were incmasing the 
contractual obligations of the caterer by asking him to appoint extra 
members on the staff. 

In a note submitted by the Midktry subsequently in this connec- 
son, it was stated that no written request for an increase in the cater- 
tng rates was received from the caterer but he had been making 
verbal requests from time to time in this behalf. 

The Committee desimd to know in what manner the Ministry 
wanted the standards in the Janpath Hotel to bc improved. The 
witness stated that the Ministry desired that (i) three course meals, 
tour c o w e  meals etc. should be served ( i i )  the standard of the 
quality of the food in the Hotel Janpath should not b! anything lower 
&an that prevailing at Volgas. The witness further stated the 
hcrease in the rate in August, 1962 was for the following reasons:- 

(i) Change of system from all inclusive to a La-carte system, 
i.e. bed and breakfast. 

(ii) Caterer was to provide some additional staff. 
(iii) An orchestra was to be provided throughout the year. 

The Commltbs ue surprised to note that even thougb no written 
reqwt for the increase in the cntering rates was received from the 
cater, the catering rates were inereawd w.t.f. 1st Auiyuclt, 1982. Tbe 
Committee were informed that one of tbe reasons for Lncrowlng the 

Wipy f 0  CO~P(S~SB~C f h ~  ~4f0rOr who Wan ~ S k d  fO l p ~ b t  
rf.8. Audit had, bowever, calculated that the net decrerac/incnue 
Ea the nambew of dldterent categories of s t d  required to be emplayed 

the caterer w.e.f. 1st August, 1962 as compared to the mlnimoa, 
~ m a b  befera thir &b d result Ca r ductioa of erpanditorrr 



b the a h  to the mbnt of h. 3J15 per month* Thb d m m  t&t 
the qu-tion waa not pmperly considered before &wing u irrors#r 
tn the rates. 

59. As regard Rs, 90,570 outstanding for recovery from the cat?res 
on account of water and electricity charges and of the rent of cold 
rtorage rooms, servant quarters utilised in excess of the number 
rpecified in the agreement, the Ministry have submitted a note sub 
sequently wherein it has been stated that upto the period ending 
March, 1964, the dues increased further and amounted to Rs. 10,125.W. 
These were adjusted on the 18th January, 1965 against the sum of 
Rs. 1,15,724.34 due to the caterer on account of security deposit and 
recovery of messing charges made by Government on behalf of the 
caterer. 

As regards the recovery of Rs. 38,122 out of the amount out- 
standing on 31st March, 1963 on account of lodging charges from the 
parties concerned, the Committee were informed that Rs. 31,421 
were recovered and the balance on 31st Dectmber, 1964 was Iis, 6701. 
Thc Corhmittee may be appraised of the position regarding reenvery 
of the balance of Us. 6701 outstanding on 31st December, 1963 on 
account of lodging charges from the parties. 

60. As regards recovery of Rs. 51.050 which has been outstanding 
from liccncces of show windcws etc. upto hlarch. 1963, tho Com- 
mittee desired to be f u n s h e d  with a statement showing the details 
of the oustanding amount of Rs. 51050 indicatinq the period for which 
the same has been outstandinq and action taken to recover the same. 
This information has been furnished by the Ministry of Works and 
Housing and is a t  Appendix XXI. 

The Committee consider it extremely unsatisfactory thrrt the rent 
for the period January 1959 to March, l!W from licensees of cahins 
m d  shopwindows was allowed to accummulate instead of rcrtlhhrl(l 
lt on rnonth-to-month basis. They would like that nsponsibitity 
should be fixed fot this lapse. 

The Committee may a h  be a p p r a i d  of the final position of the 
recovery of the amounts outstanding from the 3 parties against whom 
legal action is being taken tor effecting recovery. 

Delay tn finalisation of corrtractors accounts-para 63-A, pages 75-76, 

61. According to depsrtmcntal instructions, final payments for 
Works costing more than Rs. 2 lakhs should be made within six 



months of the completion of the work, and for other works, within 
three' months of completion. The following cases of non-observance 
of this rule were noticed during a survey of the position in twelve 
Divisions of the Central Public Works Department:- 

(a) contractors' bills for seven works, out of the thirteen works 
mentioned in Seclion A of A p ~ o n d i x  XI to Audit  Report 
(Civil), 1964 which were physically completed four to 
nine years ago. !1;1\ '~ not been 1111alised :>o 1:)s (S'ebru- 
ary, 1964) due tc, tile reasons mentioned against each. 
The bills in respect of the remaining six works were 
finalised in August, 1961, Julr\-, 1963 to February, 1964, 
i e .  2b to 64 years after the comp!ction of the works. In 
three of the sis cases. i t  was found at the time of fina- 
lisation that there had been an overpayment of Rs. 2.23 
lakhs. The recovery of this amount is awaited; i : ~  two 
cases, the matter has been referrod to arbitration. 

(b) Eight works, estrmatccl to cost about Rs. 8.71 lakhs, men- 
tloncd in Scctlon H of Appndlx XI to Aurl~t Report 
(Civil), 1964 were abandoned by the contractors tiunng 
the ?@:.lo3 from I956 o!iuardt:, nlid t v c * r c ~ o t  com!~lctcci by 
other agencies. The bills of thc orli$nal con:rnc:ctrs In 
two of these c a m  (total cost of works. Rs 2 56 ;.~kE,s) 
have not been finallscd as 'hc amount of compcnsaticm/ 
damages recoverei from them has not been nssw-ed so 
far (February, 1964); the bills In the remaining six cases 
were final~sed durinc A u p z t  t n  Oc!nbrlr, 1963, i e. nbout 
two to six years after works had been abandoned, rcvcal- 
ing an overpayment of Rs. 1.23 lakhs in five cases 

The Committee were informed in evidence that a time schedule 
had bten laid down for payment of bills. Delays in final settlement 
of accounts, however, arose generally on account of rcssans like:- 

(i) the contractor might have abandoned his work and then the 
work was awardcd to somebody else to carry out at the 
risk of contractor. That k d  to delay in the settlement 
of accounts of the first contractor; 

(ti) the contractor might go to the arbitrator or to litigntfon in 
respect of a part or whale of the contract. In that ca#  
alsa the bills would not be finalised; 

(W) ranctlons of certain jterns were required to be obWned 
from h i g h  authorities consequent of which bills were 
delayed. The Committee desired ta be furnished with r 
statement showing the re- for delay in Analisatton of 



cases mentioned in Apperldix XI to Audit report (Civil), 
1964 (Section A & B-the amounts of claims due of the 

contractors and of the Government against the contrac- 
tors to be given separately). 

This information is still awaited. 

The Committee desire that Government may investigation how 
the procedure is defective and to what extent delays have bcen caw+ 
ed hy the lapses of the individual officers. 

The Committee may also he informed if the reasons for over- 
payment in all these 8 cases (vide serial Nos. 8, 10, 1% of Section A 
and Serial Nos. 2, 4, 5, 7 and 8 of Section B of Appendix XI.) hrvm 
been iovestiga ted, responsibility fixed and action taken against tbe 
olficials responsible for over-payment. 

Thc Committee also desire that Government may dcvise s o w  
machinery by which this work can be expedited, as delay i lPf inaih-  
tion of cases may render the amounts due to Government irreeovcr- 
able alter a lapse of time. 

Cases under arbitration and litigation-para 63-B, pages 76TI .  

62. (a) The table below shows that 264 cases relating to 1962 an3 
earlier years were pending disposal in the arbitration wing of tb 
Ministry of Works and Housing till June. 1963. The n u m k  af 
cases in which the time taken was more than two yean  was 28 per 
cent of the total number disposed of during the four years p e r i d -  



(b) A review was made in respect of 31 arbitration cases which 
were decided in favour of the contractors and the results of some 
important cases are analysed as under: 

( i )  In four cases where the awards totalling Re. 37,231 went 
against Government, the contractors had pleaded that 
no defects had been pointed out to them by the Depart 
ment within the specifled period after the completfon 
of the works. 

(ii) In four other cases involving a total amount of Rs. 30,400, 
the rates for certain items of works had been reduced 
by the Department for substandard execution. Fur- 
ther reductions subsequently made as a result of ins- 
pection .of the works by the Chief Technical Examiner 
were contested by the contractors on the ground that 
the rates once reduced and agreed upon were final and 
that an3 further reduction was beyond the competence 
of the Department. 

(c) In the case of 'Construct~on of Conference Hall on King 
Edward Road, New Delhi', the contractor objected to the excessive 
recovery made on account of cost of stores, or of hire charges of 
p u t  and mathinew. and also claimed higher rates than thorn 
admitted by the Department for extra items Agalnst the con- 
tractor's claim for Rs. 2,98,693, the arbitrator awarded Rs. 1,80,930 
to the contractor. Some of the features of this casc we  mentirmcd 
below: 

(i) The work of hoisting the trusses (steel frame for roof) 
weighing over 110 tons was taken over by the Depart- 
ment for execution at  thc cost of the contractor on 
urgency. Tile tmsscs, howcwcr, heaved on m e  side 
when they were hoisted, and the steel frame got twis- 
ted. The trust..; were rcfabricated and re-hoisted, in- 
volving an extra expenditure of Rs. 80,107, which ~ 8 s  
charged to the contractor. The contractor did not ~ccept 
the liability on the ground that the failure of the 
trusses was ciut: to the defective design. The arbitrator 
awarded a sum of Rs 54.217 to the contractor on this 
account . 

(ti) A vibrator was r.ssud by the Department to the w n -  
tractor on hire without any stipulation In the agr- 
ment. T h p  recovcry made from thc emtractor's Sills 
initially at Ra. 5 per day was incrcascd to Rq. 16 p r  
day This was objected to by the cantractor on tha 



gpund tlut the rate of r~coueg$~ ;as not intinmtqci to 
hh at the W e  of supply. The aFbiStator awstded 8 
rate of Rs. 8 per day, resulting in a refund of Fb. 618@ 
to the gontractor. 

(a) The Committee were informed that in regard to the totd 
aurnber of 860 cases under arbitration referred to in the Audit 
para, the position on 31st December, 1964 was as under: 

(1) Number of cases in which awards were given: - 
(a) within one year-227. 
(b) between one or two years-230. 

(c) after two years--255. 
(fi) Number of cases returned by the department or with- 

drawn by p a r t i d .  
(iii) Pending cases-108 

The witness added that the cases under the arbitration act were 
to be complcted normally within a period of 4 months. The reasons 
why these delays occurred were examined. I t  was observed that in 
some cases the parties themselves did not come forward in t ime 
and in some cases the papers were not available. Sometimes the - 
hearings were delayed; the witnesses did not come. For variour 
rcasons it was rarely that R case was disposed of in 4 months. 

In reply to a question, the wltness stated that hitherto when- 
ever a contractor wanted something for arbitration, he wrote to the 
Chief Engineer. The whole matter was then examined in the 
Engineer's ofice and the Chief Engineer then decided that certain 
items were suitable for arbitration and certain other items were 
not. This examination used to take considerable time. Also the 
contractors camplained that the decision of the Chief Engineer to 
say certain items were suitable for arbitration and certain items 
were not, was arbitrary. They felt that all the items should go to 
the arhi'vntor and the arbitrator should decide which i t e m  were 
suitable and which were not suitable. In 1954. i t  was decided that 
when a case came up for arbitration the entire case should be ~ n t  
immediately to the arbitrator fo  that he went through the w h d t  
case from the very beginning. As the number of cases @g to  
arbitration had been on the increase, it was found that 2 arbitm 
tors were not enough and the dc lap  would go on inmasing. & 
Government were thinking tr! ~ w w w i n g  the number of arbitraton 
bPm Urns to time. 



r n ' V ' 4  The commit& enquired whether Government considered the 
desirability of having a Registrar af arbitraFibn kases which would 
be a sort of a semi-judicial body which wouid'kfuse greater con- 
fidence into the parties and there would be quick disposal. The wit- 

, ness stated that the present grbitration machinery was not under 
the Chief Engineer but under the Ministry direct. Seconay, jn 
consultation wlth U.P.S.C. it was dhcidcd that the arbitraiors would 
not be Government Engineers from the C.P.W.D. but would be 
from other P.W.Ds. 

The witness further agreed that Government should do every- 
thing to ensure that these arbitration cases were taken up a t  the 
earliest time and disposed of as fast as possible. 

Asked a question whether after the decision Goverr~ment did 
analyse why Government c1:iirns were defeated and whecher there 
was any machinery in the Ministry to examine such cases, the wit 
ness stated that there was no such machinery. 

The Committee suggest that the feasibility of appointing a Regis- 
trar of arbitration cases for expeditious disposed of such casexi may 
be seriously examined. The Committee suggest that in every ease 
where in award is given. against Govt., a careful study of the 
reasons for the same should be undertaken with a view to taking 
the remedial steps including disciplinary action where called far. 

63. The Committee desire to be furnished with a note why d e  
feck in the 4 cases mentioned in sub-para (b) (1) of the Audit Report 
were not pointed out to the contractors within the speciiied p c r i d  
after the completion of the works. 

The information is still awaited. 

Mtanwbile, the C o d t t w  desire that the quastion of h i n p  tbe 
responsibility in tbe 4 cues involving a total unount of 8b. 37Sl 
b Government may be examined. 

64. The Committee were informed that against the cnighd 
claim of the contractor for Rs. 4:23 lakhs the arbitrator awarded 
Rs. 1-80 l a b .  In the statement of facts presented to the arbitn- 
Cor the contractor laid stress on the point that in taking over the 
hoisting work deparmentally, there was a breach of contract on tbe 
part of the C.P.W.D. and he was not responsible for the extn 
m o u n t  of Rs. 81,107 and he had at no stage repudiated the liabi- 
lity on the ground of deficiency of design of the trusse~. The d* 
partment, however, stated before the arbitrator that there was no 
dtfcet fn the design of the trunses and the cotlapse of the t ~ l e g  

WM due to slight defecta ln rfvetting, due to wsvbieh mkddful 



forces developed on account of which the trusses could nor remainl 
jn position. No doubt when the trusses were fe-hoisted additional 
precautions were taken to make the trusses over-safe by introducing 
subsidiary trusses in the further stage of construction work So 
no deficiency in the trusses was responsible for its collapse. The 
extra precautions cost the department Rs. 80,000 and the arbitrator 
Telt that as the contractor had done some extra work ne was en- 
litled to a payment of Rs. 54,000. 

In reply to a question, the witness stated that the work was 
done departmentally and, therefore, corresponding amount was de- 
ducted from the bill of the contractor. When the matter went 
before the arbitrator he stated that the contractor could recover 
Rs. 54,000 and not Rs. 80,000 from the amount of Rs. 80,OUO withheld 
from the bills. In other words Rs. 26,000 was adjusted as payable 
by the contractor as part of the contract and the balance was ad- 
justed as extra item of work done by Government for their o r n  
work which they had to pay themselves. 

The Committee desire to be informed if any responsibility has 
h Bxed for the defective execution of the work departmentally. 

Chief Technical Examiner's Organisatiom-Para 64, pages 77-79. 

65. (a) The number of cases taken up for technical examination 
by the Chief Technical Examiner and those In which defects were 
noticed are given below: - 

Xu. of Bills, Percent- 
contracts, mu- age of 

P a i d  ter rolls and uses in 
works which Urn- - - defecta 

E m i -  Corn were 
necl mentd Koticed 

upod 

J m w ,  1962 During the period 
to jw, 1p6a 1957 to rg61, 

corresponding per- 
July, I@ to Muc)l, centage was 59. 

The number of cases where overpayments were initially 
and pointed out to C.P.W.D. up to 31st March, 1963, and which have 
not k e n  Anollmd till November, 1963 is 82 involving e sum of 
R.. Z* 16 Irkhs. Of these, 30 cases involving a sum of Rs 1.37 l a b  
mhtc b the period up to March, 1962. 



(b) Overpayments of Rs. 7*90 Iukhs wure aaepted by &a 
C.P.W.D. during the period from January, 19Ba to M ~ R &  I=, 
which cover the following items d irregularities:- * - - 

No. of Amount in Remarts 
items lakhs of 

Rupees 
- --------. - -- - --- - ----- ----- 

(a') Substandard execution 368 mt ex- 
of works. 

(n3 Incorrect mtasurancnts. 5 5 
cases and Rs. 500 

ria') Shon recovery on a c  66 0.68) e a c h i n 1 8 5 e p a .  
count of materials supplied 
to the contractors by the 
Department . 

fa v )  Other rnisccllaneous ir- 
regularities. - - -- - -  - 42 0.57 

. - --- ---- --- - ----- 
Recoveries have been made upto March, 1963 in 169 cases cover- 

ing Rs. 2.14 lakhs. Recn\*erics in other cases are still pending. 
Recoveries are also pending in repect of 253 cases accepted by tbe 

C.P.W.D. prior to January, 1962. involving an overpayment of 
Rs. 14.65 lakhs. 

(c) The delay in effecting the recoveries has been explained. as 
in previous years, to be due to: - 

(i) delay in sanctioning substitut6.d statements and reduction 
statement by competent authorities, namely, Superin- 
tending Engineers, the Additional Chief Engineers, 
without which Executive Engineers could not ftnalisc the 
cases and effect recoveries from final bills 

(ii) delay in preparation of final bills due to pressure d other 
work on departmental officers, delaying tactics on the 
part of contractors, transfer of omcers and. sometimes, 
closure or amalgamation of divisions, etc. 

(iii) non-availability of sufficient amounts at  the credit of the 
contractors against which recoveries could be adjusted. 

Besides, in certain cases, contractors have resorted to arbitration 
against asaesment of overpayment. 

(d)  Daciplinaty action. -During the period from January, 1962 
to March. 1983, action was initiated against defaulting omcem in 



five cases of serious irregufarities which had been reported by tbe 
Chief Technical Examiner during that period, bringing the total 
number of cases of disciplinary action in progress to 31. Out of these 
31 cases, action was flnalised during 1962-63 in respect of two ca8ea 
only. The disciplinary procedings in respect of remaining 29 casts 
are st i l l  i n  progress. An analysis of the outstanding 29 cases is given 
below: - 

- 
No. of caws Period during which action was initistcd 

-- - -  -- -- ---- - - -- - 
8 Upto December, 1959 
9 1960 
7 1961 
5 January, 1962 to March, 1963 

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

The Committee were informed in evidence that the work of 
the C.T.E. Organisation relating to the C.P.W.D. works constituted 
site inspection of works, scrutiny of b i b  which were paid, scrutiny 
of the contracts which were entered into and also scrutiny of the 
muster-,011s whlch were paid. The percentage of cases in which 
observation memos were issued by this organisat~on on the basis of 
vxamination of various aspects of the works seemed to be rather 
h~gh.  Actually the observation memos were issued on minor points 
like procedural lapses, clarifications required, and non-availability of 
certain data at the site. But for a realistic comparison, the criterion 
for judging defects which were observed by this organisation should 
be the amount of over-payments detected with reference to the total 
quantum of work. 

Asked a question, the witness stated that when contracts were exa- 
rnlncd and if there was something in awarding a particular contract 
which was not clear, that aspect was csammcd and an objection was 
raised. Apart from examination of the  contract rates, there weresome- 
times extra items which were paid and these were examined in a little 
mom detail and if  anything wrong was found with the extra items paid 
that was one of the aspects covered by the objection. The witness 
stated that the C.T.E. organisation took cbjection if anything was 
done not in accordance with the procedure, if the work was not 
carried out according to the terms of the contract or if the work was 
not Anbhed according to the contracted time. 

Asked, a question, the witness stated that the mistakes reported in 
9S"&of the cases, in January, 1962 and March, 1963 did not really 
!neon that 95?, of the work was defective. It only meant that if 
101) works were examined in the case of $57, of them, there wu 
some item or other in which an objection was raised. As regard8 



the quality of work, the witness stated that it was the number of 
serious cases with reference to the total works which really deter- 
mined the quality of work. On an average 25% to 30% work were 
generally inspected and all the excess payments etc. which were 
found by C.T.E. related only to these cases. The C.T.E. was a very 
small organisation and it could not cover all the works which were 
being executed by the Deptt. But when a check on random s a m p  
Ling was carried out, it acted as a deterrent and had an effect on 
the works as a whole. The witness added that on the whole there 
was gradual decrease in the serious cases of irregularities noted 
by this organisation. 

Tbe Committee feel that the percentage of c a s e  in which defects 
were noticed during the period July 1962 to March 1963 being 55 iy 
high. Further it is understood from the Chief Technical Examiner's 
Reports that in respect of one catcgnry viz. works the percenloge of 
cases in which objections were raised in the course of site examination 
conducted by C.T.E. during January 1962 to June 1962 and July 1'962 
to March 1963 was as 957, and 90% respectively. The Ministry in 
a note furnished on the recommendations contained in Para 42 of 24th 
Beport of the Public Accounts Committee (Third Lok Sahbu) has 
stated that proposals are under consideration to relieve the executive 
engineers from heavy d n k  work and to enable them to devote more 
attention to field supervision. The Committee may be informad of the 
result of the action taken. 

The Committee may also be informed of the steps taken by C.ov- 
enmeat to seeure en expeditious decision in casts reported Ly the 
CSef Technical Examiner. 

66. Explaining the overpayment due to substandard execution 02 
work, the witness stated that th i s  amount (Rs, 6 03 la&) referred 
to 368 cases relating to the period January 19-82 to June 1962. This 
was out of a work load of something like Rs. 15 or Rs. 20 crores. He 
added that out of the overpayments of Rs. 7.90 lakhs, cofirmation of 
recoveries had been received from the AGs. for Rs. 4 - 4 1  l a b  and 
confirmation of balance of Rs. 3: 41 lakhs was awaited from them. 
According to the Chief Engineer's information all but Rs. 0 . B  lakb 
were already recovered but the confirmation from A.Gs. took a little 
longer. About the recovery of Rs. 14.M lakhs relating to 253 emus 
accepted by the C.P.W.D. prior to January 1982, the witness stated 
that out of the total amount of overpayment of Rs. 25.83 Iakhs con- 
flnnatioa of recovery had been received for Rs. 13.05 l a b  and con- 
firmation regarding Ru. 12.78 lakhs was still awaited from tbt AGa. 
According to Chief Engineer's information only Rs. 8-42 hkha rn 
lDBfned and the rest had been cleared. 
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The Committee may be apprised of the latest position regarding 
recovery of the balance anwunt of overpayment of Rs. 3-42 lakhs. 

The Committee may also be informed of the action taken to en- 
sure proper supervision so as to avoid the types of irregularities 
mentioned in the Audit para and also the action taken against the 
officers responsible for these irregularities. 

The Committee desire that the Ministry may devise a form which 
would give o more realistic picture of the functioning of t l ~ e  C.Y.W.D. 

Disciplinanj action 

67. The Committee were informed that out of 29 cases initiated 
from 1959 to 1963, 5 were finalised and the  remaining 24 cases were 
still being processcd. The Committee regret to note that them has 
becn undue delay in finalisation of these cases. The Committee hope 
that every endeavour should be made by the 3iinistry to finalhe these 
cases without further delay. 

The Committee would like to be informed of the final outcome 
of the remaining 24 cases. 

Loss due to  delay in completmn of resdential quarters-para 66, 
pages 81-82 

68. The construction of 6.480 quartcrs of different t y p e s  in Rama- 
krlshnapuram, New Delhi was started mostly during the pviod from 
April. 1%8 to February 1959, and in a fcw cases during November, 
10.49 and April, 1961 also. The dates of completion of the buildings 
mc? :hc j~criod which elapsed bpfore they were handed over to the 
Est:i!p Office for being alI(i&tvi arc shown below.-- 
--. .- --- --------- - -- -"-. ----- 
N .  PcrioJ of prw~qi tn i l  c1n71:'tion N3. of Period of handing over 

of of the building work quancrs to Dircctonte of 
quancn Estates - - "- - - -- - -  -...--- 

I 1 3 4 

228 Not known 88 December, 1961. 
140 J a n w ,  ~ 6 3 .  -- 

TOTAL . 228 

2184 Map, 1959 to Scptcmhcr 1959 . i56 hbp, 1962 
496 Dxcmber, I*. 
132 February, 1963. 



x@ October, 1959 to April, 1960 420 May, 1962. 
580 September, 1962. 
144 October, 1962. 
104 November, 1962. 
160 Dccember, 1962. 

TOIAL . lqds 
460 September, 1960 to December, 196 May, 1962. 

rg60. 76 Novembcr, 1962. 
188 Deccmbcr, I-. 

TOTAL . 460 

504 January, 1961 to Junc, r g 6 r  . 84 October, 1962. 
332 November, 1962 
88 Decembcr, 1962 

-- 
TOTAL 504 

The delay in the handing over of the quarters to the Estate Office 
which in the majority of cases was more than two years, resulted 
from: - 

(i) delay in entering into contracts for the sanitary and water 
supply works; 

(ii) delay in the award of works relating to the laying of m- 
ternal roads, sewerage and storm water drains and also 
in procurement of G.I. Pipes, storm water pipes, etc.; 

I t  was also noticed that the Municipal authorities were approach- 
ed for the provision of Altered water supply only in October, 1960, 
ie., 19 to  29 months after the cornmencement of the construction of 
the bulk of the quarters; filtered water was arranged initially for 8 
block of 1,261 quarters only in May 1962. 

The delay in the present case has resulted in a losir nearly oi 
Re 35.25 U s  by way of rent, computing the amount from a date 
d x  months dter the completion of the buildfng work, apart from 
the avoidable expendftvrc on account of how-rent allowance paid 
b the staf! who could not be allotted thase quuZerr in t h e .  



Q'bb wu mpofkd to 00VB-t on 2nd December, log$. 
d the& w f r r  are awaited. 

The Committee desired to know the procedure followed by thr 
Ministry of Worka and Housing in regard to invitation of tenderr 
and commencement of work on a particular project of construction 
of houses and whether simultaneous action was not taken for provid- 
ing sanitary fittings and electric power and water supply. The re- 
presentative of the Ministry stated that the procedure was that when 
a building was planned, the provisional estlmates, and rough esti- 
matw for the construction of the bu~ldmgs were made; there were 
usually 3 or 4 portions of the estimates vlz. ( I )  the development of 
the land (ii) construction of the m a ~ n  buildmg (n i )  the sanitary 
installation and supply lines to be put into the building and (iv) the 
electrical connections. This was discussed and sanctlon was issued 
for the building as such. Thereafter usually the tender3 were issued 
separately for the building work and separatcly for the electrical 
work and sanitary installation. H added that the electrical and s a w  
tary fittings work had to be awarded at a later stage because the 
building had to start from the foundations and it was only when it 
was coming up  above the ground that the other two works (viz. 
electrical and snnrtary mstallat~ons) had to come mto the picture. 
The witness further stated that it was already under the considera- 
tion of thc hlmistry to have a compos~te tender for every building 
and awarding the work for the main building, san i tan  work and 
elrctrical work to the same contrxtor in a composite tender and 
to hold him responsible for the whole work. As there was likely to 
be lack of wrdina t ion  resulting in delays in certain cases orders 
were issued that from Is! rlpril. 1965 ~nstead of separate tenderg 
composite tenders should be issued 

The Committee desired to know at what stage the Ministry inti- 
mated the electrical power authorities and the Municipality about 
their requirements for a particular colony which was under construc- 
tion. The witness stated that about 2 years ago when the Ministry 
started a crash programme of construction, discussions were held 
with the electricity and water authorities. The authorities for elec- 
tricity thought that for supply of electricity there would not be much 
difiiculty. But the authorities for water had stated that there was 
not enough mter in Jamuna river and they were trying to augment 
the water supplies. The witness added that for the Rama Krishna 
Puram flats, the Ministry held meetings in the last 2 or 3 pears to 
and out from the authorities for supply of water what their dim- 
~10)tfss *era. They wen had to take ur, with the Agriculture Mfn- w, the hying oi r garti& b e  which was held up because tt 



-was going through milk supply schane land. The witness, however, 
added that as a result of these efforts..water would t e  made avail- 
able to R. K. Puram and there would not be serious delay in this 
~ e g a r d .  

The Committee desired to know whcn was the construction of 
6480 quarters in R. K. Puram which started in 1958-59 completed. The 
Audit furnished a statement of all types of quartcrs containing (i) 
the date of starting of building portion (i i)  date of provisional com- 
pletion of the building portion ( i i i )  date of startng of the sanitary 
works and (iv) date of handing over for allotment. This statement is 
a t  Appendix XXIII. 

The Committee pointed out that the corlstruction work was started 
in 1958-59, completed in 1959-60 and for want of water and electrical 
services, the buildings could not be occupied till 1963. The witness 
explained that certain stages of work had to be necessarily kept pend- 
ing till the date it was possible to hand over the quarters for nllot- 
ment-for example final white washing and colour washing etc. 
These were done when the quartcrs were ready for handing over to 
the Director of Estates. In this particular project i t  depended entirely 
on the dates on which the Municipal Corporation were in a position 
to give the builk water supply and sewage connections. He added 
that without buIk water supply, i t  was not possible to test the lines 
and that it was no use having sanitary flttings in position and leaving 
the quarters vacant which would lead to a lot of complications and 
some of the equipments would have even been stolen. 

It  was pointed out by the Committee that the C P W.D. should not 
have proceeded with the construction work when they were not sure 
about the water supply. Secondly, according to the C.P.W.D. Manual, 
arrangements for sanitary and electric supply installation should be 
made so as to coordinate with the construction of the building. The 
witness explained that in July 1958 when C.P.W.D. were assured of 2 
to  21 million gallons water per day from the cantonment reservoir, 
t h w  went ahead, gave the contract for the buildings and started off. 
But plannine of sanitary portion of the contrsct was done late ln 1859 
and it was realised that the water was not going to be available in 
I959 or early in 1960. 

The Committee pointed out that In respect of certain 'G' typo 
quarters, provisional completion was Auaust 1959; tenders for sanita- 
tion and water supply were placed in July 1961 and they were ready 
onlv on 1 l th  February 1963. Thls delay could not have accumd if 
tendera for sanftary and water works were placed earlier than July 
-1961. The witness stated that tdm were not invited canrmmtly 



because the service lines were not ready. The witness further stated 
that even today the position was that the Ministry could start con- 
struction of 10,000 quarters in R. K. %ram if they could be certain 
about the availability of water. It was impossible for the Ministry 
of Works & Housing to take over the  scheme for water supply, execute 
i t  and then recover the cost from anv one agency. 

Asked a question, the witness stated that the initial scheme pro- 
posed in April 1958 for supply of water from Cantonment to Gurgaon 
via central vista would cost Rs. 15.93,000. Against this, there was a 
loss of Rs. 35-25 lakhs till 1962-63 due to non-occupation of the quar- 
ters. 

The Co~nrnittee regret to note that the ecohomics of the scheme 
to supply wrrter from Cantcmment Area to R. K. W a r n  was not 
properly examined and implemented by C.P.W.D. A s  diwlosed in 
the evidence, by spending nn amount of Rs. 15.93 lakh; on thig 
scheme, rhey could have avoided loss of revenue of more than 
Rs. 35.25 lakhs till 1962-63 due to non-occupation of quarters. 

The Committee regret to observe that inspite of the observations 
made in para 89 of their 25th Report (1959-61) and para 239 of their 
42nd Report (1961-62) that the Ministry of Works and Howing 
should take proper steps to ensure better coordination between the 
C.P.W.D. and Dclhi Municipal Authorities especially in the matter 
of provision of ancillary services, this kind of lack of cwrdiuation 
between the Dclhi Municipal Authorities and C.P.W.D., year after 
year was resulting in serious loss to the exchequer. 

The Commi ttce desire that Government should examine how 
senior oniccri; cxcrciw thcir rcsponsikilitim in this respect and en- 
sure that all the pre-requisites such as wntcr supply. eleetricitv e t ~ .  
wcrald be availnhle in the arcn to ensure completion of the work 
within the time s rhdu le  as approved by them in preliminary esti- 
ma tcs. 

If the Ministrv of Works and Fiou~inp embark upon a large pro- 
ject of con~trurtion of quartem nnd if the Municipal agencies are 
not attrc nf rrmnaing rdeq~mtc water supplv. the Ministry should 
tske unnn I t d f  the rcsnonzihilitv of arrnnging adeqt~ate water sup 
p\v ctc .  fwm the altcrnntive sources. Otherwise there. is no point 
i t r  co.rst+urtinp a largc n ~ ~ ~ i i h e r  of qllnrtcr~ and thcn allowinq them 
to rwnaln rrnwcunicd fnr want of bnsic amenities like w a t ~  supply, 
dratnrrqn olcc tric supply ctc. 
338 (Aiil LC-9. 



Stores and S t o c b  Account maintained by Deptts.-Para 84, page8 101- 
102. I 

The following points came to notice during a'review of stores 
accounts of the Publik Works Divisions conducted in July-August, 
1963:- I 

. . 1 ,  t 

(A) SU@LS Stores: The following items of stores had been lyfng 
in stock for a long time: 

Name of the Category of stores Value Rernsrks 
Division 

Year of purchase ( h a )  --- 

1. Central stoxs (1') Salitary fittings 46,009 Lyinq surplus since 
Division No. I 1949-50. 1956. 

(ii) Brass Lacks 1956 12,000 Out of brass locks for 
drawers and almirahs 
valued at Rs. 15,768 
purchased in 1956, 
locks of the value o f  
Rs. 3,777 only were 
issued during that 
year and none there- 
after. 

(iii) Perforated Hard 14,000 Lying surplus since 
Board 1956 June, 1962. 

(iv) Copper win  (Prior 30,000 Lying surplus since 1958. 
to 1958 Exact year The purpose of its 
not known). continued retention 

could not be ascer- 
tained. 

(o) Hard Board (Prior 13,000 Lying surplun in stock 
to 1954). since 1954 w hen, 

on the abolition of 
the Rehabilitation 
Division, it was taken 
over by the Central 
Stores Division. 

(pi) Glass panes 1958 8,000 Lying surplus: si ICC 11s 3 
It ha9 been stated 
that this material c3q- 
not be utilised as ths 
panes arc of odd sizes 

Mi~crllancons 2,87,oco L y i ~ g  surphu for more 
Stores 1949-50. than seven years. - . ---- 



I I I  

2. Elxtrical Electrical fittings 547,000 Lying surplus since 1959. 
Stores Division (Prior to 1959). The position in re- 
No. I. gard to these storm 

on 1-7-1963 is stated 
to be as under :- 

(a) Items of stores which 
could be utilised by 
c~ordination bet- 
ween Divisions. Rs. 
4,04,m. 

(b) Items of stores 
which can be utilised 
by modification in 
specificatio~5,000. 

(c) Items of stores which 
are not likely to be 
u t i h d - , W  

(d) Items of stores which 
can be retained for use 

in Depr:ment-5 r ,om. 
(e) Items of Stores 

where there is some 
chance of utilisation 
b?' co-ordina- 
tion 27,- 

547~000 --- - 

( B )  Loss due to delay in disposal: The following items of stores 
which were e i 'her  surplus or unserviceable were auctianed a t  very 
low prices after retention for long periods:- 

Category of Storcs Year of Value of \'due Amount of - auction Stores realised Loss 
Ycnr of purchase on auction 
I----- .-_I---. - _ - - " - _- -- - ---- 

5 

Rs. 

. l'hc timber was purchased in 1948 from the 
Forest Department of the U.P. Govern- 
ment . On rt~uipt ,  it was found to be - 



of' inferior quality. Thc  Forest Dcpart- 
mcnt R'BS asked to rcducc thc rates but it 
was stated hy  them in 1919 that the timber 
had been supplied at n comparativelv 
~ht 'dpcr rdte, and that even if i t  was con- 
~ i d c r d  to bc unsuitdblc for consruction 

work of high qu~iity, it would fetch a bett-r 
p r i c  than that plid for it hy the C.P.W.D. 
i f  auctioned at'tcr [zivinp wiJc publicity. 

.l'he timber. howver. continl~ed to rcmain 
in stock for cigllt years aftcr which it wu 
auctioned i l l  1956. Thc  rc3sons for  t h c  
di.13~ in dispos i l  arc no; kniw7n. 

( A )  Surplus Stores: I 

The Committee were ~nfornird in evidence that the general posi- 
tion of surplus stores was that some of them were purchased in bulk 
some years ago for rehabilitai~on work or for some other construc- 
t ion :vork. In consultation with the Cnief Engineer, arrangements 
were made to use the surplus stores as cxpc~ditiously as possible in 
some of the C.P.W.D. construction works. A few items which might 
have been obsolete or not useable would be disposed of as  surplus. 
Asked a question, the  witness stated that sanitary fittings worth 
Rs. 46,000 lying surplus a t  Central Store Divis~on No. I, were surplus 
from the rehabilitation stocks and were taken over by the C.P.W.D. 
in 1954. Items worth Rs. 19,000 were issued or stipulated for issue, 
in the recent agreements with contractors and the latest balance was 
Rs. 26,000 worth of stocks. These were of standard typcs. The 
Chief Engineer had been asked to bring the stocks in hand to the 
notice of all concerned so that the same could be u t l W .  



The Committee may be informed of the final disposal of the 
balance stocks worth Rs. 26,000. 

70. As regards miscellaneous stores (bolts, nuts etc.) worth 
Rs. 2,87,000 which were lying for more than 7 years, the witness 

0 stated that the balance now was Rs. 1.32.000 worth of stock. 

The Committee may he informed of the d i s w a l  of the balance 
miscellaneous stores worth Rs. 1-32 lakhs. 

71. Askcd a question. thp witness stated that out  of the stocks uf 
electrical fittings tvort h Ha. ;i,4'i.OW, the balance was Rs. 2.77 lakhs 
a t  present. The Comrnittr!e desired to  be furnished kvith a detailed 
note explaining the rcasvns for the electrical stores worlh Rs. 5.47.000 
lying surplus sincc 19.59 'I';lis information has been furnished hy 
the Ministry of Works and Hnusing and is a t  Appendix XXIV. 

From the anncxurc to .Appendix XXlY. The Committee note that 
the balance of the stacks of electriral fittings has come down to 
Rs. 2.01.804 as on the 6th February, 1965. Thev hope that this 
balance of stores will he liquidated soon and such accum~nulation of 
stores will riot arise in future. 

The Con~nlittce may also hc apprised of the final disposal of these 
surplus elc~trical stores. 

72 The C o n ~ n ~ ~ : l c e  I ~ q i 1 1 r ~ ' d  I$ h ~ : h  ,ipdr! f m ~ n  the point that 
the timber wah kept for 7-8  years ~vithout disposal particularly when 
the quality w a s  Irkcly to t f r ter~o~atcb I '  u.ds thtl usual practice tha t  
the loss \vas adjusted agnlnst the profits r-ci151ng out of the revalu- 
a twn of other items o f  storw The \vitnt\ss stated that all  t he  
balanws 111 s twk ~ r . t w  rc$\.alucd p t ~ r l c ~ d ~ c d l ~ .  on the IXWS of the 
narket I ' R ~ P S  and thp  b:llancc struck There \vab; 10s: in this parti- 
cular itctn c ~ f  tlrnbcr but tticre w a s  pain in some other  ltetns That 
wits adjusted accordingly. 

The Cummitta  desire that thc responsibiliiy for the failure to 
review the stor- in stack and ta trkc appropr i~ te  actiorr in time may 
be fixed hy the Ministry. 



Non-recovery of rent of furniture and electrical appliances-Para 57, 
pages 69-70. 

73. The Ministers' Residences Rules, 1962 provide for recovery 
s f  rent from the Ministers and Deputy Ministers, if the cost of 
furniture and electrical appliances supplied a t  their residences 
exceed monetary limits specifled in the rules. A sum of Rs. 16,594 
became recoverable from thirteen Ministers and seven Deputy 
Ministers on this account in respect of the period from 1st May, 1962 
to 31st March, 1963. When the non-assessment/non-recovery cf 
rent was brought to the notice of the Government, they stated in  
September, 1963 that, according to the advice of the Ministry of 
Law, no rent could be recovered in respect of excess supply in the 
past, if a Minister had not been given a notice of the excess supply 
sf furniture and electrical appliances at his residence. 

~ o v e r n m e k t  have further stated in December, 1963 that no lists 
of furniture and appliances which had been made available to the 
Ministers and Deputy Ministers were maintained by the Directorate 
of Estates, since they were not required to pay any rent for such 
articles prior to 1st May, 1962; that such lists were prepared by the 
C.P.W.D. in August, 1963; and that rent could only be charged from 
Ministers after they had been given the option to return the excess 
furniture issued to them (rates for which would have to be indicated 
while giving them the option) or to retain the excess supply on pay- 
ment of rent at  the specified rates. 

The Committee desired to know when definite rules which laid 
down the scales of furniture and electrical appliances for Ministers 
and Deputy Ministers were framed from 1st May, 1962 and the 
amounts were recoverable by the Ministry, why was the information 
not given to the Ministers concerned. The witness admitted that 
it was due to some laxity in the Estate Office. He added that the 
rules were changed in May, 1962. But the furniture had actually 
been issued before that and till May, 1962 no rent accounts or 
accounts of furniture issued to the Ministers were kept in the Estate 
Wee. 

Asked a question, the witness stated that there was doubt because 
the furniture had been issued prior to May, 1962 and had not been 
issued in response to any specific request made by a Minister a t  a 
time when he should have been aware of his liability to pay rent. 
The Law Ministry was, therefore, consulted in the matter. Under 
the law Ministry's advice nothing was due for any period prior 
to the date of notice issued in March, 1964. 



The Committee desired to be furnished with a copy of the 
*pinion given by the Law Ministry and the ' f e h  of reference 
thereof. The Committee regret to state that the information is still 

' I' awaited. - 
5 ,  . 

. . . 
74. The Committee enquired whether at the time of framing this 

rule in 1962, the scal of furniture with each Minister was ascertain- 
ed. The witness stated that before May, 1962 there was a list in 
.every C.P.W.D. enquiry office of the furniture allotted and its posses- 
sion by the Minister occupying the particular house. These lists 
were not forwarded to the Estate. Ofke because no rent was 
recoverable in respect of this furniture, when the rule was passed 
in 1962 laying down a ceiling. On receipt of instructions from the 
Estate W c e ,  the first report about the list of furniture was sent in 
August, 1962 by the C.P.W.D. to the Estate OfEce. When the note 
from the Aqdit was received it was felt in the Ministry that in the 
language of the Act, the Ministry would probably not be right to 
charge any rent from the Ministers because that might be in contra- 
vention o: the Act itself. It was considered that no rules could 
be made contravening the main provisions of the Act. It  was felt, 
therefore, that although the rulesawere framed under the Act, the 
Law Ministry might be consulted as to what the correct position 
was. The Law Ministry felt that the rules having been framed, 
the Ministry could charge for the furniture issued to the Minis4m 
On the advice of the Law Ministry, action was taken in March, 1964 
to inform the Ministers and Deputy Ministers that this was the list 
of furniture in their houses and if they had any excess which they 
wanted to return they could do so. If they wanted to keep them, 
they would be liable to payment for the excess furniture. 

. 
The Committee enquired why the Ministers were not informed 

till 1964 about the excess furniture at their residences when the 
report was received in August, 1&2. The witness stated that the 
i nforrnation regarding the f umiture and electrical appliances had 
to be collected from different source for instance electrical appliances 
were issued by the electrical division and furniture from other 
sources. Therefore, it took sometime and in 1964 only, the Ministry 
could inform the Ministers concerned. The witness further stated 
that the Ministers were entitled to free house plus free furniture 
upto the period before May, 1962. At that stage the rule was made. 
The implementation of the rule was . done in 1964 only after con- 
sulting the Law Ministry. The intervening period from 1962 to 
1964 was treated as an extension of the previous period when no 

I charges were made. - i .._ . . 



The Committee observe that only in W, the Ministers wera 
informed that there was so much excess of furniture a t  their resi- 
dences and if they so desired they could return the same. This was. 
a very unsatisfactory position from the point of view of the concern- 
ed Ministers: (a) they were not told that they were having excess 
furniture (b) they were not told that they owed any amount to the 
Government. There was a clear failure on the part of the Ministry 
of Works & Housing in not preparing proper list of furniture. electri- 
cal appliances in each of the houses allotted to Ministers/Deputy Min- 
isters, and not giving prompt intimation about the excess items that 
became liable to rent with the framing of the Rules from the 1st May. 
1962. Since such list of furniture etc. was being kept in every 
C.P.W.D. enquiry office frcun where the house and furniture were 
allotted, this failure becomes inexplicable. The Committee desire 
that reason for this failure may be investigated and responsibility 
fixed. 

'75. The Committee pointed out that when there was a working 
rule under which some limit was prescribed for the furniture t o  
be issued to the Ministers, the Ministry should 1i;rvc maintained 
the list of furniture. The witness stated that some s c a b  for supply 
of furniture to the Ministers was prescribed in 1949. I t  was an 
itemised scale. In January. 1953 a decision was taken  that while 
these scales should continue in addition, there should be a monitory 
limit of Rs. 32.000 for 'A' class Ministers' residences and  Rs. 28,000 
for the residences of other Ministers and Rs. 13.501) for the resi- 
dences of the Deputy Ministers. 

The Committee pointed out t ha t  accorci~ng to  the r \ / I~n~str> 's  rule 
a special inspection might be  made In thc  case of rcsrdmcc~s of the  
Ministers by the Estate Officer or by one of his authorised assistant 
jointly with the executive engineer in charge of the rcs~dences oncr 
in every 3 years without rcferrnw to thc part~cular ycar o f  Incum- 
bency of the occupant The w~tness  stated that the Estate Ofici* 
was Ignorant of  that rule and n(, lnspectlon ivas made The Cam. 
mittee regret to note that this is a .serious lapse on the part of the 
Estate Office and desire that necessary in\lructions mag be issued in 
the matter. 

The Committee desired to he furnished with a note showing whe- 
ther a list of furniture and electrical applic~ncrs supplied at the n?d- 
dencen of Ministela: and Deputy Ministers was maintained since 19x3 
onward5 till 1963 and if not, the reaclons therefor. 

This inkrmation is still awaited. 



The Government of India Pubticaticm Branch-Para XXV of Audit 
Report (Commercial), 1964, pages 101-102. 

76. (1) Stock Ledgers: The system of maintaining Stores Ledgers 
showing the  quantity of receipts, issues and returns etc, was intro- 
duced in the Publication Branch in 1980, in preference to the  "Bin 
Card" system. The quantity ledgers have not so far beell lwun- 
ciled with the priced ledgers to  ensure the accuracy of posting. 

(2) Physical verification: The physical verification of stock for 
5 years upto 1961-62 has revealed excesses and shortages as  com- 
pared with the figures in the stock ledger, as shown below: 

Year l'xccsses Shortages 

Rs. 
44.22 1 

The management have stated that upto 1960-61 only partial stock- 
taking was being done. In  the year 1961-62 when complete stock- 
taking was undertaken, c.c~nsiderahlt~ esrcssts and shortages were 
noticed. 

( 3 )  S11t~dny Del~tors  An amount of Rs 3.44.096 was outstanding 
for collcctlon on 31st March. 1963 out uf ivhich Rs. 1.09.483 were 
nutstandlng for more than 3 years. 

The Cornnuttcv iverv informed in c*v~drnct. that  b t r ~ ~ k  ledgers 
u'crc not being ~ ~ ) ; i i ~ i t ~ t ~ n t ~ I  uptll 1960. Thc Dtapar!n~ent ivas main- 
talnlng merely b ~ n  cards which used to  be filled u p  by class IV staff 
and Daftrlcs and not by clerks Whcncver any item was taken 
from the stores, an entry ustyi tu be made In the bln card In 1960. 
s t t r k  Icdgers \\.cri1 started In 1949-50, thtl priced ledgers were 
only ma~ntalned and not s1tr.k ledgers. There WAS an accounts 
branch which kept ledgers and there was a stores branch w h x h  alss 
kept I c d p r s  Thc stow-kwpw was In charge of s!o& of a certain 
storc When hc rc~novcd any ltcm from the storc, he entered in 
his lttdgvr and whtw i t  was actually tlc>patchcd !,) :htl lndentor, i t  
was put i n  the prrced Icdgcr. These two records had !I! be recon- 
ciled. 

The reconcilirition bt~twtvn :htl lt4gcrs had not bwn laken up  
by tlw htanngvr of Public;\:\c~t\ 13rnnch for want of extra staff So 



extra staff had been provided so far. Meanwhile, he was asked to 
.start reconciliation. After reconciliation only it  would be known 
whether the new system of stock ledgers was better than the bin 
.card system. 

The Cmmittee may be informed of the final position of the recon- 
d ie t ion  work. 

77. Asked about the physical verification, the witness stated that 
upto 1960-61, the physical verification of the 25,000 items was not 
conducted. It used to be taken up for certain publications only. 
In 1961-62, a complete verification was undertaken and the figures 
revealed certain discrepancies. In 1962-63, no stock verification 
was undertaken. For 1963-64, physical verification was undertakm 
in April, 19f34, but the results of physical verification were still under 
preparation. 

The Committee may be informed of the results of the physlcal 
verification conducted during April-May, 1964. 

78. As regards Sundry Debtors, at the instance of the Committee, 
the Ministry furnished a note* in which it has been stated that 
against the total sum of Rs. 3,44,096 outstanding for ccllection as on 
31st March, 1963 a sum of Rs. 1,89,803/- is still outstanding as on 
'31st December, 1964. 

The Committee desire that vigorous steps should be taken to re- 
cover the outstanding amount and the Committee be apprised of the 
recoveries made. 
Appendix I of the Audit Report (Civil), 1964. I'em regarding aver- 

payment of tent under the Directorate of Estates, page 167. 

O w  puymenr of Rem : Any Over p v -  The mistake come to t t e  notice 
m n t  of Ri. 10,049 uas ma Ae to the of the Estate Ma-agrr, Calcuna 
I d l o r d  of a buildang during the aftcr 12 years in Janua-y, 1 q 8  
period from 1st August 1946 to a ~d the p;;qent of rent far this 
30th NOVLXII~~.  1957, on account spare wai stop.xd from 1st 
of the fact thzt the rent of December, rg57. The amount 
balcony s p a  provided in the overpaid for the past period 
building, whch the Gmrnment  had has not b x n  recovered so 
earlier occupied and for which ad& far. The disciplinary aspect of 
tionll rent was bzing paid to the the caqe is stated to be still un- 
landlord, continued to be paid even der consideration (July, 1963). 
after thn I ~ C C  ceased to bc used by 
the Government. --"-- -I_- -I-- -__I- .- 
*Not vetted by Audit. 



At the instance of the Committee the Ministry of Works & H o w  
ing furnished a note showing the latest position and is at Appen- 
dix XXV. 

The Committee would 1Ae to be informed of the h a 1  position of 
the recovery of the amount overpaid from the present owners. The 
Committee may also be appraised of the result of the examination of 
the question of fixing responsibility on the divisional accountant 
concerned. 



GENERAL 
Grants-in-aid tu Non-Governmen t Institutions, Bodies and t e  

individuals 

Utilisation Certificates-Para 85 (c) t i ) ,  page 105. 
80. A certificate of the utilisation of tht. grant is required to be 

furnished by the sanctioning authority to the Accountant General 
!or every grant,  specifying that  the  grant has been utilised on the 
objects for  which it was sanctioned and where the grant was cnndi- 
tional, the conditions have been fulfilled. I f  such certificates arc 
issued in time. the sanctioning authorities can .  I)r.forc the payment 
of fur ther  grants-in-aid, satisfy thcmsc?lves ( b y  ;I scrutiny o f  certi- 
fied accounts rendered by thc hod. or the institution c ~ ~ n c e r n e d )  that 
t he  grants, already given, have been utilised in full and that t h e w  
was no heavy unspent balances lying ~ v i t h  them. Thc extent to 
which delays have occurred in the  issue of utilisation ccrtiflcates is 
indicated below: - 

1)cpartmcnr of' Etiucntion. 
D c p a r t r n e n t  of Scicncc . 

Home :\flair$ . 
Hcaltll 
Comn~crce S: Industr!. 
Cabinet Secrcrariat . . 1 rancprt  
Food and .4griculturc 
Works, Housing anJ ~chdii i tar i t , ;  ' 1 ) ~ ' -  

partment of Keh,~bilitation) 
Works, Housing and Rehahi1it;ltion 

(Ikptt .  of W 1 . H . \  
Chnmunity 1)evelopmenr & (r :i~-~lpcr.~tion 
Information & Hroadc.d\t inc 
FInancc 



Explaining the present position of the outstanding certificates in 
respect of the Department of Education, the Sexe ta ry  (Education) 
stated that the list of outstanding certificates included 29'3 items 
involving Rs. 2,993 lakhs in re.spect of the University Grants Com- 
mission, for which no Utilisation Certificates were required to be 
submitted. The Secretary (Education) added that out of the 
remaining 854 items involving Rs. 143 lakhs, Utilisation Certificates 
for 115 items involving about Rs. 54 lakhs had been received. 

As regards the Department of Science, the  Secretary (Szience) 
stated that out of 982 caws shown in the Audit Report, Utlisation 
Certificates in 346 cases covering Rs. 723 lakhs had been received. 
Out of the remaining cases, in 189 items involving Rs. 313.75 lakhs 
i t  was found that no  Utilisntion Certificates were required to be sub- 
mit trd. 

At the instance of the Comn~ittee, the Ministry have furnished 
s!atenknts f'rorn u.hich i t  is noticed that whereas in 93 cases the  
hlin?;try gave subscqurnt ::csnrs' grants : R  spite of non-receipt of 
utilisation certific3tes i!; rclsrjcc! nf earlier ?.ears grants, in 16 cases 
only subwquent years g-ants were withheld. 

Thc Secretary, Alin~stry of Commu~lit.y L)evelnpment and Co- 
opcrn:icm informed the  Committee that out of 110 oatstandmg cci-t~fi- 
cates, thcy had cleared 98, leaving a balance of only 13. The out- 
standing ccr:ific:i~cs mter nlia related to n training centre for 
Hs. 5,000. ii.hich w a s  pending the iisue on n cer:ifr.catc.; by :he 
CP.W.1). Annthcs item r r~ l i l t rd  to grants to Uni;wsitics for undet- 
taking research pro.qammes on behalf of the Na:ional Institute of 
Community Devcloprnent. Those grants could not be utiliscd in 
full as the research schemes had not been completed. As r e ~ a r d s  
the Department of Co-operation four items involving Rs. 35.000 were 
pending. 

The Secretary hlmistrv of Food and .4cr1cult u r r  (Dcpnrtment of 
A~~r icu l tu rc )  stated that there were only 3 certificates outstanding. 
Tho amount involved in one case was Rs. 1,50,000. This grant was 
given to the Annamali University Out of this amount. the difficulty 
in getting utlisntinn ccrtificntcs was only in respect of Rs. 14.001). 
The o'hw items rclatcd to grant< qiven to Uttar Pradcsh Agricul- 
lural Un;versits (Rs 2.000) and thc Indian S c i e t y  nf :lpricultural 
E-onomics (Rs. 10,000). 

T h e  Secretary, hlinistry of Home Affairs stated in evidence that 
out of 119 cases only 57 cnscs were outstanding. These 37 cases in- 
cluded 13 cases of prnnts to t h n  Drlhi Municipnl Corpor~t inn in 



which case, according to one view, no utilisation certificates were 
necessary. On being pointed out that under the orders of the Mini- 
stry of Finance if certificates for grants for the earlier year were not 
received, grants for subsequent years could not be given, the Secre- 
tary, Ministry of Home Affairs stated that they would very much like 
to follow those orders but they faced certain pra-tical problems. He 
added that the grants were also refused to certain organisations 
where i t  was felt that such organisation could function without 
grants 

The Committee were informed in evidence that the Ministry of 
Industry was concerned with 60 cases amounting to Rs. 139 lakhs 
and only 3 cases were outstanding at present involving Rs. 41,500. 

As regards Ministry of Rehabilitation the Committee were in- 
formed in evidence that out of the figure of 205 cases, 95 items were 
transferred to the Ministry of Education. Out of the remaining 110. 
items, 37 were finalised and 73 were outstanding involving zn amcunt 
of Rs. 30 lakhs. Of the pending cases, 6 were old cases pr taining to 
the period, 1955-56 to 1962-63. The witness further stated that the 
Ministry insisted on getting certificates before further grants were 
given. The delay in submission of the certificates was because the 
parties took sometime to utilise the grants and to get the audited 
statements. Usually three years' time was taken before a certificate 
was received. 

Asked e question, the witness stated that only certificates based 
on audited accounts were acceptable to the Ministry and as such, 
submission of audited certificates was insisted upon, even though it 
might cause some hardships to the parties. 

The Public Accounts Committee had in the pad tairen serious 
note of the delays in tarnishing utilisation certificates by the pantem. 
In Pam 28 of their 25th Report (Third Lok Sabha) they had desired 
that the Ministry of Finance shou'd review the position and take 
ntassuy measure% to ensure that further  grant^ are not made to 
bastitutions which default in submission of utilisation certificatet in 
time. The Committee had alm suggmted that the DO-ition in chis 
regard sboald be streamlined by the Minicitry of Finance -0 that 
Government are able to exercise proper cheeks and vigilance thmr~gh 
the Fmancinl Advisers attached to the aatonomoas bodies etc. recdv- 
tng luge grants. Tbe Committoe regret to observe that tho m i t ' m r  
of utilbafiaa certificater in rvcpect of grants given to Nan-Govern- 
meat institutions, M i s s  ete. continoe(r to be far from lurtilrfactew. 
Tlrey would urge upon the Minbtry of IrPnanm to fmdemaat their 
a h  m e m h e d  recommendattm wltbmt turther delay. 



Outstoding Audit ObjectW and Inapec:h Reports, Pwar 12&127,, 
pugerr 155-158. 

81. The financial irregularities and defezts in accounting proce- 
dure noticed in Central Audit are brought to the notice of the 
Departmental authorities through objection statements. Half- 
yearly reports of Outstanding Audit Objections are also forwarded 
by Audit to the Administrative Ministries for taking necessary steps 
to expedite their settlement. 

The number of Outstanding Objections was large in the offices 
of the Ministries noted below and in their attached and sub-ordinate 
of3ces:- 

Ministries 

Total Total No. of Amount 
No. of Amount obiections (RQ. in 
obiections ( R s .  in raked 
relating 1a)rhs) prior to 

U) 

to the April, 
Ministry 
and their 

w' 
attached 
and sub- 
ordinate 
offices. 

Works, Housing and Rehabili- 
tion 

External Affairs . 
Transpn  and Communica- 

t ions 
F d  and Agriculnrn 
Community Dcvelopmcnt and 

C .-pent ion 
Information and Broadcwing 
Home Aff~im . 
Education (including Dcpt  . 

of Science). 
Finance . 
higation and Power 

Health 



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

Nature of objections Number Amount 
of items (Rs. in 

lakhs) 
- - - - - - - - - - - - - - - . - -  - 

(LZ! Want ofssnctions of estimates, cxpcnditure 
etc. 

( b )  Excm ov'er san':tion;d es t i ixes '  
(c) Wmt of detailed contingent bills 
(d) Want of stamped acknowledgements, or 

other documents etc. 
i c )  Non-recovery of amounts due, 0: want of 

snnction to write off 
(f) Want of aiministrdtive approval 
( R )  Advances pending adjustments 
( h )  Wmt of acceptances 
( i !  Other rcasons 

The entire expenditure in respect of whic!~  the detaiicc! bills and 
vouchers a re  not submitted escapes audit scrutiny altogether for an 
unusually long period. 

Outstanding Inspection Reports.-The audit done in Central cmce 
is supplernent~d by local inspection. All important financial irregu- 
larities and defects in initial accounts noticed during local audit and 
inspections are included in Inspection Rcports and sent to Depart- 
mental 0ffi:ers for necessary action. Ecsides. capics of the Inspec- 
tion Reports, and half-yearly statement of Outstanding Tnspection 
Reports, are  also forwarded to the Administrative Ministries. 

The names of the Ministrie; with comparatively large out-stand- 
ings are shown below:- 

Year of Nunher of 
Issuc of outstan.iinqi 

Ministries rhc ear- 
liest nut- Reports Items in 
stand'ng Rcvr t s  
Reports 



The Committee examined the representatives of the Ministries 
of Education, EIxternal AfTairs, Food & Agriculture, Community 
Development and Co-operation, Health, Home Affairs, Transport and 
Communications, Works & Housing and Finance in regard to the o u t  
standing objections and inspection reports relating to their Minis- 
tries. 

Explaining the latest position regarding the audit objections, the 
Secretary, Ministry of Community Development stated that the total 
number of objections indicated was 4,897, involving Rs. 1.27 crores. 
Out of these, the number outstanding as on 16th Julv, 1964 had come 
do\\-n to 1,593 involving Rs. 33.5 lakhs. 

The Secretary (Science) stated that more than half of 3,675 objec- 
tions shown against the Ministry of Education, related to the Union 
Territories of Andaman and Nlcobar. Himachal Pradesh, Tripura, 
Manipur, Laccad~ve and Minicoy Islands, and Delhi Administration. 
A large number of objections related to their attached offices which 
were scattered all over the country. He added that the position as on 
30th June. 1964 was that 2,583 objections out of 3.675 had been dispos- 
ed of. 

The Special Secretary, Ministry of External M a i m  stated that 
in NEFA out of 4,215 there were 2,840 cases pending. In Nagaland, 
out of 3,669 there were 3.550 pending. So far as the Ministry and 
Missions abroad were concerned, out of 7,313 there were 5,986 pend- 
ing. He felt that there was room for improvement and it would 
perhaps be useful if the oficials of the Ministry of External Affairs 
could meet the officials of the Audit Department and settle many 
of the objections which were of very minor nature and that would 
at least help to reduce the figures. Tbe Committee woukl like to be 
infanned whether the proposed meeting between the offtcials of the 
M h b t r y  and the olficial of the. Audit Department was mnvened and 
if so, with what results. 

82. Explaining the latest position, the Secretary. Ministry of Health 
stated that out of 1,837 audit objections, 1.391 were in the India circle 
and 581 did not relate to the Ministry of Health. but to institutions 
under the control of the Ministry of Labour & Employment, Em- 
pln~ecs' Statc Insuranrc Corporation and the Delhi Municipal Corpo- 
ration. Of tl .r remaining 873 audit objections, 739 had since been 
settled, leaving a balance of 154. In the State sector out of a total 
of 4-46 audit objections. 170 had been settled. 



126 .. . 
~. . . 

The S c r e t a r y ,  Ministry of Home M a i r s  stated that there were 
standing arrangements to attend promptly to the audit objections and  
inspection reports. He  added that out of 4905 audit objections only 
1019 were pending. Similarly, out of 2470 items in the inspection 
reports only 670 were pending. 

With regard to the outstanding objections and insprction rep1 .ts 
pertaining to the Ministry of Food & Agriculture (Department of 
Agriculture), the witness stated that  there had been a eonsideral:le 
progress. Out of 4.880 objections, only 1,747 were outstanding. In 
respect of outstanding inspection reports, they had cleared 258 
reports out of 407. 

The representative of I!]? Min7stry of Transport s t n t c d  that nu: o f  
1334 items. relating to the  Ministry 792 related t o  roxls  and out of 
them 162 had been cleared. He added that in rcgard to the balance 
they would requirc the State G o ~ w n m e n  t's co-opern~ion. 

As regards the h1inis:ry of Works 8: Hous~:lg. the Comrnlttcc 
desired to be furnished with a statement shcnifin,c ? h e  latcst posltion 
regarding audit objections and inspection reports The statement 
furnished by the Ministry is at Appendix XXVI. 

The Secretary, Department of Revenue and Expenditure informed 
the Committee that  in respect of Income Tax Department out of 447 
audit objections and 34 inspection reports, onlv 24 were pending on 
30th November, 1964. In regard to Customs and Excise, the Cha i r -  
man, Central Board of Excise and Customs stated that out of a total of 
1200 items at the end of November, 1964, the No. outstanding was 
43 on Customs side, 8 on Narcotics and 319 on Central Excise, making 
a total of 370. He added that  a large number of these objections 
pertained to detailed points, sometimes at a lower level. The figurr 
was not considered to he large as the items wrre  dls'ributed among 
30 heads of departments. The Board had asked for :- monthlv stat( \ -  
ment of progress regardinq clearance of outstandinc from the Cr l l -  
lectors. 

Commenting on the position of outstanding objections anti inrpcc- 
tion reports a% reported in Audit Report (Civil), 1663, the F~thlic 
Accounts Committee (1963-61) in their 25th Report (Third Lok 
Sabha) had desired that wch of the Ministries as had not dtripatcd 



a special oflticer to deal with audit objections with a view to ensuring 
their prompt disposal should soon take necessary action in the 
matter. The Committee had also suggested that a procedure shouid 
be laid down to pick up for disposal more important objections which 
call for early wttlement and which might otherwise involve possible 
loss to Government. The Committee have been informed that the 
Ministries have been advised to take early action for designation of 
special officer for the purpose. As regards evolving of a suitable pro- 
cedure it has been stated that the existing orders stipulate that the 
Ministries should bestow special care in respect of such objections as 
involved the possibility of recurring loss. 

The Committee feel that there is still scope for improvement in 
the extant procedure. They trust the Ministry of Finance will fur- 
ther impress npon the administrative Ministries the necessity of 
making greater efforts to dispose of old objection and avoid their 
accumulation in future. 

Apart from the prompt dihpo\nl of Audit Objections, the Corn- 
mittee would like Government to ensure that thr cxccutive officers 
are well conversant with Rules and Regulations pertaining to finan- 
cial matters, so that the number of Audit Objections is substantially 
reduced. 

Closure of Wartime Schenles ,  para 129, pages 160-161. 

83. During the last World War, a iarge number o i  schemes were 
started to facil~tate production of war supplies and control, import 
and distribution of certain essential commodities for maintaining 
the  rconomy of t h r  countr!. By :hc end of the war, most of the 
s c h c m ~ s  wcrc t.i!her tvound up or  ivcre in  the  process of being wound 
U P  

The Public Accounts Cornm1:tcc 111 their Report on accounts for 
1945-48 recomn~ended that special steps should be taken to  review all 
t h r  schcmcs and rlosc such of them as wcre no longer necessary and 
finalisc the accounts of d l  the c.losed schemes. Successive rcports 
of thi. Committee also s h s s e d  the imperative need for the cxpedi- 
tious fina!isation o f  the actmmts ivhich wcrc still o w n .  -4 recent 
r rvi rw,  howcvcr. shmvc~l that the nccomts in rcspc:.t of n number of 
S c h r n m  ha!.? not bccn rloscd so far  though the whemcs themselves 
hnd c*lnwd many years ago 



Schemes in regard to which heavy balances are awaiting adjustments 
are deteiled below:- 

------..-_- _ _ ..-- . ---..- - -- 
Year in Balance at the close 
which 

Name of the Scheme closed 

-.--._I-.._._._. __._____._l_. _ . ....... - 

hiinistry of [Cost of consumer 
Industry i goods imported on 

Government account Not  known 
Purchase of Paper . Prior to rg5o 
Purchase and Distribu- 

tion of cloth 19.16 
.Llinisr~y of' .4.R.P. Equipment 

Home A4fl'airs. purchased centrally. rgSo 
Ministry of' Purchase of hgricul- 

Food & Api -  rural and Dairy 
culture. .\ Llachiner),. 1951 

h1inEstrf or Civil 'I'mnsport . 1947 
Transport 

Department of' 7 Purchase of' Rcser\.c 
Supply. { Stores-India . Prior t o  

Purchase of Mechine 1950 
j Tools. DO. 

hiinistry of steel, Purchase of Machinery 
.'%lines and for .12ica Aliners. 
Heavy 195 1 
Engineering 

of I 962-63-Net 
expenditure plus 
Net Receipt(-) 

Rs. 
- . - - - . - - .- - - 

The Committee were informed in evidence that the schemes 
under the Ministry of Home M a i r s  and the Ministry of Steel and 
Mines (Department of Mines and Metals) have now been closed and 
the matter settled. The Committee have also been informed by the 
Ministry of Transport in a written note that a provision of 
Rs. 2,97,11,000 was made in the budget for the year 1964-65 under 
Grant No. I 4 L O t h e r  Capital Outlay of the Ministry of Transport 
F. Capital Outlay on Schemes of Government Trading-F. 4 Civil 
Transport Scheme. The required sanction to close the  Civil Trand- 
port Scheme was issued on 20th June, 1964. With the adjustment of 
the  above amount, which is being made by the Pay and Accounts 
O£Bcer (Department of Supplyj the accounts of the Civil Transport 
Scheme will stand closed. 

As regards the scheme regarding purchase of paper, the Com- 
mittee were informed in evidence by the representative of the Minis- 
try of Industry and Supply (Deptt. of Industry) that the company 
concerned were claiming Rs. 24 lakhs from Government and Covern- 



ment said that Rs. If  lakhs were due from them. The Adanirtry 
asked the party to come for discussion with all their old records 
to substantiate their claim. They were discussing the case with the 
Ministry for the last 10 days (prior to the date of sitting of the Com- 
mittee on 18th January, 1965) and they might come again for further 
discussion by the beginning of March, 1905. The witness added 
that it would not be necessary to go to arbitration again. 

The Committee are not happy over the delay in settling the matter 
Anally as the scheme had been closed prior to 1950. The Committee 
would like this matter to be settled with the firm at an early date 
and the case closed after necessary adjustments. 

84. With regard to the scheme of purchase of Agricultural and 
Dairy Machinery, the representative of the Ministry of Food and 
Agriculture (De?tt. of Agriculture) stated in evidence that the 
scheme had come to a close administmtively in 1951. Thereafter, 
there was no trading in buying of machinen especially for sale, but 
the accounts were not closed at that time. In respect of certain 
equipment, which the Central Tractor Organisation had acquired 
and which was found to be unusable by that organisation, i t  was 
decided to keep the accounts open and operate through the scheme. 
This went on for several years. Now all those items of equipment 
had been disposed of, but it had not been possible to close the ac- 
counts. Efforts were being made now to close the accounts with the 
assistance of the Accountant General. 

Now that all the items of equipment had been disposed of, thc 
Committee find no reascn why there should be furthey delay in 
closing the accounts. They trust that this would bc done without 
delay. 

85. The Committee were informed in e~idence  by the represen- 
tative of the Ministry of Industry and Supply (Deptt. of Supply and 
Technkal Development) that the case regarding Travels Limited 
(Purchase of Reserve Stares-India) related to clearance of goods 
in Calcutta port sometime in 1947. There were strikes in the office 
of the Director General and the Director of Supply, Calcutta and 
also in the Calcutta Port and in that @at confusion it was difficult 
to identify the cargo. The witness admitted that it was a bad case 
but that i t  arose because of the circumstances prevailing at that 
time. 

As regards purchase of machine tools the witness stated that thc 
machine tools were sent to Karachi in 1MS-46 immcdiatel~ before 
the partition of the country and the matter was still being pursued. 
The witness also added that in order to close it finally they were 



considering to recommend a write off shortly and that the loss to 
Government would not be much and the Kerala Government would 
be refunded their security. 

The Committee desire that both 'these cases which are very old 
should not unnecessarily be kept pending any longer. Early sleps 
should, therefore, be taken to finalise them and adjust the balances. 

86. Delay in finalisation of Pension and Provident Fund Final 
payment cases Para 131, ?ages 1962-63 (a) A mention was made in 
paragraphs 142 and 116 of the Central (Civil) Audit Reports, 1962 
and 1963 that according to the directions issucd by the,  Ministry of 
Finance, all administrative authorliics should take steps for the prc- 
paration of the Pension papers a t  least one gear in advance of the 
date of retirement and send complete pension papers +o the Audit 
office;. well in time to enable him t o  settle objections, if any, and to 
arrange payment of pewion immediatel?. after retirement. 

In paragraph 46 of their Eighth Repor: (Third Lok Sabha),  the  
Public Accounts Conlmittee desired that serious notice should bc 
taken of disregard of the instructions issued by the Ministry of 
Finance. An analysis of the pension cases received by the Audit 
Officers during 1962-63 showed that there had been no improwment 
in the position. Out of 2.370 cases rcceii7ed during the year, 1507 
cases were received after the date of retirement, and 403 cases were 
received more than one gear after retiremcnt. The Ministries in 
which there was undue delay in settlemen! of such cass are indicat- 

\'am~ of the .\linistr . (including Numhcr of No. of No. o f  case 
C ! lwrl j i~ate  offices) Pension ca- caws re- re{:eived more 

ses receiv- ccivcd than one year 
cd durinf af'tc: the after retire- 
I 962-63 date of ment (Out of 

retire- Col.3) 
men t 
(Out of 
Col. 2) 

Min'stry of Finance . 957 581 113  
Ministry of Home Affair; . 489 382 1 48 
hlinistr! rlf Commercc & Industry 177 160 29 
hliniw? of T r o n s ~ o r t  and 

Cornmil nications 101 62 2 I 
Klin'sny of External Atfairs . 88 80 30 
hlinistry of Works, Housing & 
Rehab;iitation , 67 40 19 



(b) In accordance with the instructions issued by the Ministry of 
Finance, the fact of an  officer having left service is to be reported to  
Audit without loss of time. I t  is, however, noticed that  in a large 
number of cases these instructions had not been complied with by 
the Departments. Out of 4070 claims in respect of final payment of 
Provident Fund balances rcccived during 1962-63, the requisite in- 
formation was received in 391 cases more than six months after re- 
tirement and in 570 cases :', t o  . r.1 ,. 11, beyond the date of retire- 
ment. 

The Secretary, of thtb !Y!ini,. :: oi Ccmnr. . :e  la: :1 ':I cvideuce 
that there was delay in 28 pc Jns~ , )n  . ' cr:ki.;. T;- .., ,, . , , i 4  .. ., ,--e+,: .;rc'tcd the 
delsy in the settlement rrf pensicrn caws  and stated that strict in- 
structicms had been issurd to finalise pcn:-.ion and provident fund 
fjnsl payment cases within the stipulated time. From a written statc- 
ment furnished 1 1 ~  t h e  M~liistry with regard to the position of pension 
cases of those officers who retired in 1963-64 it is observed that in 3 
iSa~ej :  ou t  of 15. the pensim payments ha\,e yet to he made. 

The Con~mittee would like these 3 outstanding cases to be settled 
at an early date. 

87. Explaining the reasons for the delay in the finalisation of pen- 
sion cases. the Secretary, Ministry of Home Affairs, stated in evidence 
that i t  was one of the ~ntractable problems of administration. 
T!iere were a number of people ini701ved at so many points in dis- 
1)osing of n single pension case, that i f  one of them failed. the whole 
;Ling was held ilp. That  was a very unsatisfactory sta'e of affairs. 
Sci.csal times rules and pnxcdures had been rcvised. Instructions 
I:r?ci also hew issued which had made a small difference. 

On being asked ivhtther the Ministry of Home Affairs would not 
frame the rules in such a manner th3t the person retiring would be  
able to get pension immediately af:er retirement to avoid any hard- 
ship to him, the Secretary. Ministry of Home Affairs stated that the 
s.s!rri~ requil.cd a radical change. Such a radical change might 
p(.1.11ayi lead tcr loss nf a fciv lnkhs of Ru,~c.<:s b l ~ i  it would save 
sc\,ci.al lrtlihs o i  Rupws in correspondence and hence the public cx- 
c.hequix would ultimately benefit. Such a radica! change would, 
however, require the ~ ~ ~ I o ~ . R I  o f  !!w Comptroller and Auditor- 
General. 

The Commitw urcrc informed in evidence by the Ministry of In- 
dustry and Supply (Dcpt!. of 1nciustl.y) that  the number of cases 
of delay for more than year would be very small-Bombay Salt 15, 
nladms Snit 3. Tradc Marks Rt.gis!ry 1 Practically in  e v e T  single 



case, the settlement of the case was undertaken one year before 
the man was due to retire. The difaculty was practically in the 
case of non-gazetted staff to get their earlier services verified; it did 
take time even though it was taken up one year ahead. A number 
of cases also related to industrial employees of departmentally 
managed undertakings. In their cases, there was quite often an ele- 
ment of uncertaintity as to when exactly they would retire because 
sometimes their services were extended for 3 or 6 honths. 

C. & A. G. pointd out that the matter should be taken up 18 
months before the man retired. 

In this connection the witness read the following extract from 
the existing instructions: 

"Under orders already in force, all administrative authorities 
are required to take steps for the preparation of pension 
papers at  least one year in advance of the date of retire- 
ment of the public servant, and to send complete pen- 
sion papers to the Audit Oflicer well in time to enable 
him to authorise drawal of pensionary benefits im- 
mediately after retirement." 

The Ministry took steps a year ahead and the proposal to the 
audit authority went a couple of months before the retired and 
generally the pension payment orders were issued within a couple 
of months after he retired. 

In para 17 of this Twenty-fifth Report, the Public Accounts Com- 
mittee (1963-64) had stated that-"In view of the continuing un- 
satisfactory position in this regard, the Committee suggest that the 
government should appoint a Committee with a Senior Ofecer of 
the Comptroller and Auditor General and another senior ofiicer of 
the Ministry of Finance to examine the various problems connected 
with the settlement of retirement dues and to stream-line the entire 
procedure with a view to ensuring that the retirement dues are paid 
promptly to avoid any financial hardship to the retiring Government 
servants." 

The Ministry of Finance have furnished a statement showing 
action taken on this recommendation of the P.A.C. It has 
been stated therein that "it is considered advisable to wait for 
the position in the sub.sequent years before setting up a Committct 
as recommended by the Public Account. Committee." The Coni- 
mittee, however, find that there has not been any appreciable im- 
proverneat in the position. They, therefore, reiterate that as 11- 



ready suggested a Committee with a senior officer of tbe Com- 
ptroller and Auditor-General and another senior oBcer of the Minis- 
"try of Finance should examine the problems connected with the 
settlement of retirement dues. 

NEW DELHI; R. R. MORARKA, 
April 23, 1965. Chairman, 

. -- 
vaisakho 3, 1887 ( S a k a ) .  public Accounts Committee. 



APPENDIX I 
MINISTRY OF FINANCE 

(Para 3 of this Report) 
No:c i l~dicct iny the reasons why the various Supplementary Grants 
of 1962-63 7nenrto~ed in Appemdix V l  (Part A )  to the Audit Report 

(Civil) . 1964 proved uyholl y or pa r~ ia l ly  unnecessary 

M:rr:'i.rr_i. 0-j i i f o t ~ : ~ ,  - 4 f i i 1 . 5  
55.-Privy purses & allo\v;tnces 

of Indian Rulers 5 '49 0 . 2 3  5 ' 3 7  0. Z5 
(Voted) 

. . . . .. - . 

Co:;~~ne~~i.~.--Thc voted portion of this grant  relates to the allow- 
ances payable t o  the  relatitres of the Rulcrs. As the  Accountants 
General themselves are the accounting disbursing officers in 

respect o i  this Grant. the budget provisinn, reappropriation etc, arc 
made solely on the basis of the information received from the  various 
Accountants General. When a review of the budgetary position on 
the basis of the actual expenditure during the  first 9 months of the 
finaricial year 1962-63 and the anticipated expenditure during the rc- 
maining 3 months as reported by the  Accountants General was con- 
ducted, it was anticipated that the total expenditure under the voted 
section of this grant would come upto about Rs. 5,72,000 thus neces- 
sitating a supplementary grant of Rs. 0.23 lakhs (5-  72-5.49 lakhs). 
The need for this supplementary gmnt arose on account of the drawal 
In 1962-63 by the former Ruler of Baster of the  arrears of allowance 
due to him in respect of the previous financial year i.e., for 19tJ1-62, 
'RIP fact thht the allowance in question was not drawn in 1961-62 
was known only after  the end of the financial year when the budgrt 
prop:~sals for 1962-63 had already been finalised and thctefo,re thc 



r e q d i t e  provision could not be made in the budget estimate for the 
year 1962-63, thus necessitating a supplementary grant. 

It was only when the Appropriation Accounts were received from 
the various Accountants General after the close of the year 196263,. 
that it was noticed that the actual expenditure under the voted por- 
tion of this grant was only Rs. 5,37,418 and that there was a saving 
of Rs. 34,582, mainly due to the non-drawal of pensionsjallowances 
by some claimants in  Assam a n d  Punjah aud:t circles and partly due 
to incorseit  accclunt~ng (Rs. 7'732) by Treasury in Madhya Pradesh. 
It \vas no! possible to anticipate that some claimants would not draw 
the rlrnwnts sanctinned i n  their favour during the year and hence 
t1:c::c savings could not be takc>n into account at the time of going 
in fo r  the supplcmcn!ary gran t  of Rs 33 000 under this gmnt. 

. - - -. ~ - -  ,. . -. , -. - .. 
Chclt .4p:iropriatiim Xmwnt  ot'G:a?t .4ctu1 Savl ngs 

A p p r o ~ r i a t i o ~ ~  Espendi- (Columns 

I -I - 3 1 5 
. , - . . . . -- - - . . - . - - -. -- . - . . -. - . .. - - - -. . .- -- 

.Mini.sti:\~ of I ~ ~ ~ ~ ~ e a r i c ~ , r  L+ P C P ~ . .  
6:..-:\iulti;~urpo~c River 

Schemes . 1 2 2 . 6 2  1 1 . 2 7  121.4% 1 2 . 4 1  
. - -. -. . ~ .- 

C;'o?~rn~,~~~:i.~-Su~~~~Ic'rncnt~ Grant WAS necessitated to meet 
acfJit:,jnal i 's~~:nifi:ur~ on thc t ;> l lo~ing  itern.; :- ( In  hkhs of' 

Rupees: 
( I )  Kc\\ Invcstigntion Szhcmcs t , k n  up <luring the !.ear ' - 7 5  / 

( 2 )  1n;rc;lsd cspcrlditurc' in 501111' invcctigdtion proiccts 
drc'.~.!!. ill p r~~grc s s  i k  tc) the cstcnsion of  thc works be- 
yond t ! ~  espcctcd darcs of thcir cnmplction for collecting 
aLiditic\:~nl ;inJ rnorc dt.t;liicd data o r  preparation 
of pri\icc.t r c p r t s  , 

:Is against t h ~ s  additional requirement of Rs. 22.22 lakhs, after a 
review of the position and taking into account a saving of Rs. 10.95 
!akhs ~ v h i v h  could be fol~esecn In t h i s  grnnt at that stage, a supplemen- 
tary gmnt for the balance of Rs. 11.27 lakhs (23 23-10-95) only 
was obtnmcd. The add~tional funds vo'ed by Parliamcnt were utilis- 
ed for the purposes for  which they were obtained. 



The saving of Rs. 12:41 lakhs which occurred in this grant as exhi- 
rbited in the Audit Report was mainly due to the following reasons:- 

(In lakhs of Rupees) 
Non-receipts of certain debits from other Govts,'De- 

partmcnts expected to be received during 1962-63 but 
acutally received and adjusted in the next year . 5 ' 5 8  

(2) Certain debits which could not be adjusted in the ac- 
counts of 1962-63 . 3-12 

(3) Wrong adjustment by one Accountant General of ex- 
padimre recovered from other Departments by deduction 
from gross expenditure instead of showing the same under 
"recoveries" . . 4-20 

(4) Pam; counter balanced by other reasons and unfore- 
seen expenses . (-1 0.49 

12.41 ---- 
In the case of non-receipt of debits, the provision was rdtained in 

- the  final estimates on the basis of demands intimated by the various 
departments concerned and taking into account the possibilities of 
the receipt of the debits. Such debits are sometimes received to- 
wards the end or even after the close of the financial year and ad- 
justed in the supplementary accounts of the year. Thus it will be 
observed that there was proper scrutiny at the time of asking for 
sup?lementary demand and the savings occurred due to certain un- 
avoidable and unexpected circumstances which were beyond the con- 
trol of both the administrative and Finance Ministries and which 
could not be foreseen at the time of going in for supplementary 
grants. 

(In lakhs of Rupees) 

Grant Appropriation Amcunr of Grant Actual SaiSings 
Appropriatior! Expmdi- (<hlumns 

ture 
Original Supple- 2 -$ 3-4) 

mentary - - -- -- - 
I 2 3 

-- -- -- - -- - - -- - - - - - - - . . 4 -- -- 5 
Ministry of Trmsporf 
9 2 .  -Mercantile hlarine 83.63 7 . 6 5  83.22 8-06 

Comm.ents.-This Grant covers the administrative expenditure of 
the Directorate General of Shipping and its subordinate officers as well 
as the subsidies to the Shipping Development Fund and to s h i p  
owners, representing the differcnce between the normal lnte of inte- 
rest (4bc'.1) at which loans ndva!lced to them arc accounted for and 
the concessional rate of interest (3''~; ) at which the loans are actually 



repaid. A Supplementary grant of Rs. 7.65 lakhs was necessitated" 
for the reason that, contrary to the previous practice which required' 
adjustment in each financial year of the subsidies due for the previous 
financial year, it was decided, after the 1962-63 Budget was passed, 
that the subsidy payable in respect of a financial year should be ad- 
justed provisionally at the end of that year itself. Accordingly the - 
subsidies payable in respect of 1961-62 as well as 1962-63 had to be 
adjusted during 1962-63 while the budget provision of 1962-63 pro- 
vided for adjustment of subsidies in respect of 1961-62 only. When 
the demand for a Supplementary Grant was scrutinised in the 
Ministry of Finance, the possibility of finding the funds through 
savings in the other sub-heads of the Grant was examined and it was 
found that no savings were possible under them. Accordingly the 
supplementary Demand for a grant of Rs. 7.65 lakhs was obtained 
on the basis of the facts then ava~lable. The saving arose because 
subsequent to proposing a Supplementary Demand, the Shipping 
Development Fund Committee decided to impose penal rate on the 
defaulters ~ ~ i z . ,  hll:;. Bharat Lines Ltd. The extra interest on this 
account alone came to about Rs. 8.43 lakhs which accounts for the 
saving. 

(In lakhs of Rs.) 
----- - - - . -- -. --.. - .- - -- - -- 

(;rant Appropriation Amount of Grant Actual Savings 
Appropriat ;on Expendi- (Columns 

ture 2+3-4) 
Osiginal Supple- 

mentary 

Housing and Supply . ~ 6 . 2 2  0.85 
* ----- . - -- 

9 5 ' 4 %  1 '59  - 
Comrneurs.--The review of the budgetary position of this grant 

n~ade  at the time of framing the final supplementary grants amount- 
ing to Rs. 0:85 lakh revealed that an  excess of Rs. 3.76 lakhs was 
anticipated in thz Secretariat, Chief Pay and Accounts Of3ce and the. 
Chief Technical Esamner's Office on account of enhancement of 
rates of dearness allowance (Rs. 2.15 lakhs), Children's Educational 
allowance etc. (Rs. 52,000) and increased espenditure on T.A. and  
contingencies (Rs. 1.09 'lakhs) . 

Against the above anticipted esccss, a saving of Rs. 2,70,000 in 
the Rehabilitation Department 2nd Rs. 21.300 in the Housing 
Division was located leaving n net balance of R3. 85,000 for 
which only, the supplementary grant was sought for. The Minis- 
try of Finance recommended this supplementary grant on the basis 



of the anticipated net excess after taking into account the likely 
savings that could be foreseen by the  administrative Ministry a t  that 
stage. 

However, due to certain unforeseen developments like the irans- 
f e r  of officers and staff from the Department of Rahabilitation to the 
Min'stry of Defence and other offices during the months January- 
February, 1963, as a result of reduction in establishment, the net 
savings arising in the Department of Rehabilitation in the month of 
March, 1963, amounted to Ks. 3.78,000 as against Rs. 2,70.000 antici- 
pated at the time of framing the supplementary demand in January, 
1,963, resulting in a larger saving and the supplemcntary grant not 
being utilised. 

- 

ahe 
Conrmoar, .-?'he Supplementary Grant 01' Iis. 2 5  .o l  I'iklls mcntiancd in 

.Audit Report constitute the following two items :- 
(Hs .  in iakhsj 

(i) For putc!lnje of shares of .llanganese 0 : c  (India) LtJ. 25 .oo 
{ii) Token provision (Rs. 1000, in respect of the Se\v Scheme 

"Transport of Coal b!. Road-cum-Rivcr Rnutc". 0.01 --- 
25 'or - 

Puix.-hase o j  Shares o j  Manganese Ores 

i t  was decided in June,  tol incorporate a new public limited 
ccmpany known as the Manganese Ore (Indla) Ltd,  with effect from 
1-7-1962, with the G ~ v e r ~ ~ r n e n t  of Indla .  Government of hhharasthra,  
Government of Madhya Prhdesh a n d  the  Central Provinces Manga- 
nese Ore (Indill) Ltd. as shareholders, hy laklng over the assets held 
by the Central Provinces Manganese O ~ P  Ltd. The Government of 
India's ~ n ~ t ~ a l  mvestment 111 the  c q u ~ t y  crrp~tal of the company was 
worked out to be Rs. 25 lakhs. The formation of this company which 
started functioning from 1-7-1962 h c ~ n g  a post-budget dc\~ciupi:.cnt, 
a n  advance of Rs. 25 lakhs irom the Contingency Fund of India was 
obtai:wd in July, 1962, for meeting the Government of India's share 



139 
i n  the equity capital and the same was recouped to the Fund by ob- 
taining the Supplementary grant (Rs. 25 lakhs) in August, 1962 ses- 
sion of the Parliament. In August 1962, no saving in thk Grant had 
.actually come to light nor could any be anticipated a t  that stage with 
about 8 months of the financial year still to go. In fact the Gove-'n- 
ment of India's actual ~nvestment in the Company during the  year 
was Rs. 29.14 lakhs and the balance of Rs. 4.14 lakhs was met by 
re-appropriation of savi:lgs. 

Scheme for the transport o j  Coal by Road-cum-River Route 

The purpose of the scheme was to transport additii~nal quantities 
of coal from the coal fields in Bihar to the consumption centres in 
U.P. The scheme was apost-budget development and hence no pro- 
vision therefc)re could be made in the original budget f(,r 1962-63. As 
this scheme constituted a "New Service". a token supplementary 
grant of Rs. 1000 ivas ohr:~incd in February, 1963. The actual es- 
pcnditure on the schcnlc in 1962-63 came up to Rs. 17.614 :he balance 
of Rs. 16,614 having been mct by reappropriation of sa\.i2qs under  this 
grant. 

It was under the  circumstances explained above tha: the  two sup- 
plementary grants iwre  asked for. The final savings in that grant 
reported in Audit Report could not be anticipated at t h e  time of ob- 
Saining these supplementary grants. 



APPENDIX I1 
(Para 11 of this Report) 

MINISTRY OF FOOD AND AGRICULTURE 

Note Regarding the construction of Flat Storage Godown 

It  was decided in 1960 to maintain a buffer stock of 50 lakh, 
tons of foodgrains in the country and with this end in view it was 
necessary to have Government-owned storage accommodation of 30 
lakh tonnes by the end of the Third Five-Year Plan. At the end 
of the Second Five-Year Plan, total Government-owned accommo- 
dation was 6.96 lakh tonnes and it was, therefore, necessary to cons- 
truct about 23 lakh tonnes. With a view to achieving this target, 
several steps. including the creation of a separate Wing, known as 
the Food Wing in the Central P.W.D., were taken. These measu- 
res had their effect and in the first year of the Third Five-Year 
Plan, storage godowns of 4.99 lakh tonnes capacity were construc- 
ted at a cost of Rs. 511 lakhs. Against the background of this en- 
couraging performance in the first year of the Third Five-Year 
Plan, and the need for stepping up the pace of construction, it was 
anticipated that it would be possible to construct more godowns in 
the second year of the Plan and a sum of Rs. 739.67 lakhs was pro- 
vided in the Budget Estimates for 1962-63 under Head '82-B.1.- 
Construction of Food Storage Godowns'. under the following detail-. 
ed Heads: - 

(1) Construction of godowns. 
(a) Works in progress . 275'57 
(b) Works sanctioned . 156.25 
(c) Works to be sanctioned . . 225.87 

(2) &st of' land 25'00 
(3) Cost of construction of Railway sidings . 45-00 
(4) Miscellaneous (for lorry weigh-bridges) I I . @  



2. While progressing the actual construction of godowns, how- 
rever, there were some unexpected difficulties in the availability ob 
:land and building materials and movement of building materials to 
the respective centres. On subsequent review of the construction 
grogramme, it was also found necessary to drop some of the cen- 
tres where construction had been previously proposed. It, there- 
fore, became unavoidable at the stage of final Grant to reduce the 
requirement of funds to Rs. 432.51 lakhs. The various factors 
.which had retarded the pace of construction were:- 

( i )  Change in the programme of constrtrction of godoums. 

Some of the proposed centres had to be dropped for reasons ex- 
plained in Annexure I (Total savings=&. 66'41 lakhs). 

(ii) Delay in getting possession of the land for the construction of 
gdowns. 

Land for the construction of godowns is either acquired under 
, the land Acquisition Act or obtained on lease or transfer from the 
State Government/Railways/Port authorities. In respect of some 
centres, possession of land could not be taken dpe to the cases being 
held up in the Law Courts whereas the others, there was delay in 
the transfer of land by the State Governments and Railways due to 
non-finalisation of the terms and conditions of transfer. Details of 
the centres affected are shown in Annexure 11. (Total saving 
- Rs. 73-28 lakhs). 

(iii), Delay in  the finalisation of the designs to be adopted JOT the 
flat storage godoums and the consequent hold-up in the c o n s t w -  
tion work. 

Construction of fiat storage godowns was being taken up for the 
.first time in this country. Global tenders for the construction of 
ilat storage godowns at three centres, namely Manmad, Berivilli 
and 'Kanpur, were invited and it was the intention to finalise the 
design and the handling equipments tor the godowns on the basis 
of the tenders. Various technical problems had to be sorted out 
after receipt of the global tenders and it took some time before w e  
.could decide about the most suitable design and the handling equip- 
ments for our purpose. It was only by the end of 1963 that final 
decisions could be taken and the work for the construction at 
these three centres could be awarded. As the flat storage cons- 
,tmction proposed at other centres was to be progressed only after 
the designs, etc., were Analised with reference to the global tenders 
'hvi ted for Kanpur, Manmad and Borivilli, these constructions ahso 
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could be undertaken during 1962-63. Details of the centres affect-. 
ed are indicated in Annexure 111. This accounts for a saving of' 
Rs. 76-64 lakhs. 

(iv) Details in the progress of construction work bu the Central' 
Public Wmks Department. 

The Central P.W.D. could not achieve the target for the cons-. 
truction of godowns due to non-availability of materials like elw- 
trades, bricks, steel, A.C. Sheets, etc., in time and delay in the move- 
ment of building materials to the centres. Details are shown in: 
Appendix IV. (Total saving-Rs. 54: 85 lakhs) . 
(v) Miscelbneow reasons. 

Against 'cost of land', 'cost of construction of railway sidings' and' 
'miscelluneous items' of wcrk, a provision of Rs. 81.98 lakhs was 
made originally. This was reduced to Rs. 48 lakhs in the And 
grant. This was mainly due to : - 

(a) Delay in sanctioning expenditure on lony weigh-bridges: 
counter balanced by provision of Rs. 3.00 lakhs for 
purchase of grain conveyors, steel trolleys etc. (Net 
saving=&. 8.98 lakhs). 

(b) Postponement of construction of railway sidings due to. 
non-availability of land and deIay in taking up work by 
the respective Railways. 

S. No. Centre Cost 
(In lakhs of Rs.) 

I .  Mokameh I a46 
2. Baroda 2.38 
3. - . 0' 1s; 

4. Dhanbad 2.35 
5. Nagpu 2-15 
6. West Patel Nagar 26.40' 



3. The actual booked expendi'ure was Rs. 379.12 lakhs leading 
to a further saving of Re 53:30 lakhs. This additional saving was 
due to:- 

(Rs. in lakhs) 

(13 Non-receipt of debits from the various Accountants 
General towards the cost of construction of food storage 
godowns actually incurred . 38.21 

(it? Non-recei~t of debits from Railways for the cost of 
anstruction of Railway sidings. 2.28 

(137 Non-receipt of claims for cost of land from different 
authorities viz . State Governments, Railways, Port 
Trusts etc. 12 '90 ---- 

TOTAL . 53'39 



Derails qf CGncrw Dropped. 

S. Centre Savings Remarks. 
No. (in lakh Rs.) 

I Union Jute Mills Premi- 
ses, Calcutta. 

2 Mokarneh Phase11 

3 Bhadreswar 

q Hapur (Flat) Phase11 

j Sitamarhi 

6 Mokameh Phase-I11 . 

7 Madras Silo 

8. r I Dmpped due to unsuitability 
0.65 of the site and movement 

difficulties from Docks. 
0.75 Samnstipur fc~und more suita- 

ble. 
1 . 2 2  Gentre dropped due to rail 

movcmcnt difficulties from 
Calcutta. 

r ' 0 2  This was proposed as an a- 
pcrimental measure but sub- 
sequently i t  was decided not 
to proceed with the proposal. 
Thc foreign cxchmge com- 
ponent was considered 
high. 

I -70 Dropped as construction at this 
centre was later on found 
unnecessary. 

17.00 Same remarks as against item 
2 .  

8.50 A decision was taken not to 
construct silo at Madras as 
import of wheat through this 
port was very small. 

9.03 Droppecf in view of the high 
cost of land at Nagpur. 

I 3 96 Additional construction was 
dropped in view of rail movc- 
ment difficulties from Hydere- 

bad. 

4 - 5 0  Land cost was very high. 



ANNEXURB I1 

Lktails of Centres where Construcrim could no1 be r h  up due so 
nori-availability of sires in rime 

Savings 
S.Na. Centre (in lakh Rs.) Remark.;. 

10 Jvmshedpur 
X I  Bombay Silo 

5 . 4  I (i)nstruction could not start 
as on a pan of the land, iin 
A r m y  Unit had put up mu. 
Site cleared only  in May, 
1963. 

6.49 Case held up in Court. 
4.00 Existing railway siding on the 
0.33 land was to bc dismantled 

and relayed which was delayed 
hy Railways. 

0 . 4 0  Land was made available by the 
S tatc Government only on 
I 8-9-63. 

13.15 (1.19e held up  in Court. 
3.4- I a l J  taken over only on 

20-2-63. 

3 . 5 7  Land taken ovcr only on 
29-344 

8 - 5 0  t h e  held up in C:ourt. 
6 . 3 7  Site was changed as B.G. Sidiry 

was not possible. Capacity 
was also suhsquently in- 
creased and a new site w a  
selected. 

4 . 2 5  I a d  taken ovcr on 15-4-63. 
4.00 Suitable sites not available 

in the Port area. 
R , ao Part o t' land was transferred by 

Railways in April, 1963. 
Balance of private land could 
be aquircd only on 28-844. 



13 Jetha Plinth Bombay . 3'13 

nq Ferozepur 3.01 

Out of Rs. 11.25 lakhs, a 
sum of Rs. 3 .13  lakhs had 
to be surrendered as one 
godown was dropped due 
to difficulty in acquiring 
more land. 

Land could be taken over only 
on 15-2-63 and hence out 
of Rs. 4.06 lakhs, a sum of 
Rs. 3.01 lakhs was sur- 
rendered. 

Land not yet handed over by 
the S tatc Government. 



Centres wbre flat s t m g ?  cormu:tim w ~ k  could not be taken in 
h i  due to delay in the finalisorion of D.signs.. 

Centre 
Savings 

(In lakh Rs.) R e d  

I Kanpur (Flat). 17-59 

2 Jinjirapole (Orient Jute Mills). . 18.95 

3 Borivilli . 8-50 

5 Ahmedabad . 9.m 



S~atmrcnt showing srtoings duc to &lay in the prqfrms of cowmccaunccriorr 
a accowu of shot.tqge of r~lq~aial otc. 

(In lakh Rs.) 

Provi- Final 
sion Grant 

made in 
S.No. Centre the Bud- Savings Remarks 

get Es- 
timates 

r Khurda Road . 4.33  2.00  2-33 Delay in the receipt, 
of materials. 

2 Borivilli (Phase I&II)  63 .oo 22 .oo 41 .oo Due to difiicultim 
in arranging ot'Rlcc- 
t d e s  and other 
materials. 

3 Trivandrm . 4-00 . .  q.oo Work could not 
be started by the 
Central P.W.D. iu 
the question of 
surrender ot' u 
portion of the land 
was under nqotio- 
tion with the Stmu 
Government . 

. 22.69 15-17 7.5a  Slow progress of 
work due to  non- 
availability of 
materials like- 
elect &. 



APPENDIX UI 
. (Paw 13 of thig Report) 

MINISTRY OF STEEL AND MINES 
(DEPARTMENT OF MINES AND M E T A ~ )  

Geological Survey of India 

Note !or Public Accounts Committee in respect of A?propriatiom 
Accounts (Civ i l )  1962-63 relating to Grant No. 77--Geoloyiecrl 
Survey w i th  reference to information asked for b~ tthe Ldc 
Sabha Secretariat in their Office Memorandum No. 2/1/22C,/ 
64;PAC, dated 18th February, 1%5. 

List oJ points 

A statement showing the vehicles ordered through D.G.S. & D. 
and their number, type and the price of vehicle. 

As desired a statement showing the vehicles ordered through 
D.G.S. & D. during 1962-63 and their number, type. price, etc. is 
enclosed. 

NEW Daw;  
Dated 2hd March. 1965. 

(R. N. VASUDEVA) , 
Joint Secrctaa), 



Date of NO. Estimated Date of NO. Cost Expected No. Cost Remrrka 
tion p m  indented c a t  Ampt -  Rs. delivery actually Rs. 

indenl on tance of date deli- 
D G S D  Tender v e d  

during 
62-63 

(1) (2 )  6) (4) (5) (6) (7) (8) (9) (10) (11) 

B 
x.Jeep . - . 28-7-63 7 5  I O  10-9-62 175 23~13~150. 15-2-63 36 4,75,848 B. Suppliers indicated -- the following possible 

(5334-Kl~) (sm I deliveries. 
353&~1 30 Nos. Scpt,'62 

6 8 5 ~  60 Nos. On '62 
35 ,, Nw. '62 
5 ,, Dee- :62 w 2s ,, J= 63 

17s s a J v - -  
in 63-64 and upto Jan. 
1%5. 

.. . . .. 20-862 1 28,926 15-1-63 'me.. . . (s) ~i ordm was placed 
6) 

on Rstc Contrah 
(NO. 601 1-K/ 
~ 6 ) / 6 4 2 s  







APPENDIX IV 

(Para  18 of this Report)  

Extract of Para 392 of the Seventh Report of P.A.C. (1957-58) 

Reyzilnrisation of expenditure incurred on a New Service without 
approval o j  Parlininent or State Legidatwe 

392. The Committec then took up consideration of the  note 
furnished bv the Comptroller and Auditor General raising an im- 
portant principle of financial control by Parliament as to what action 
should be taken to regularise expenditure on a New Service without 
obtaining a S u p p l e m e n t a ~ ~  Grant from Parliament or State kgis-  
lature, as  the case may be, during the financial year. He had refer- 
red to a caw th:it ocbcurrcd in the U.P. State. wherein a sum of 
Rs. 10,000 was spc-rit on ccrtitin exhibition-a New Senrice from out 
of savings availabit, unctt.i. o t h r  ilcads withmt  obtaining a token 
Supplernrmtary Grant during the financial vear. It was held by 
Audit tha t  a s  the money had been spent from the Consolidated Fund 
on a N e w  Service without thr  authority of law as required in Article 
366(3) thc expenditure must be deemed to have been automatically 
disallowed and the  resulting "excess" should. therefore, be regularis- 
ed by tho lcgislaturc The Union Ministry of Law, whose advice 
was sought with regard to the procedure for regularisation of the 
'excess', expressed thc view that an 'excess' of this kind did not 
come within the purvie\rV of Article 205 (1) (b )  of the  Constitution 
[corresponding to Article 115(l) ( b )  pertaining to the Union] inaa- 
much as this Article pertained to an excess on a Service already 
approved by the Legislature. The case seemed to be one which 
was not covered b. a n y  of thc provisions in the Constitution and 
i t  would probably be necessary to leave the matter eventually to 
the Public Accounts Committee for such action as they may con- 
sider necessary. 

Durlng the course of discussion, the Comptroller and Auditor 
Gcntmil pointed out that thc provisions of Article 115(l) (a) and 
115 ( 1)  (b)  of the Constitution were analogous to Rules SO (1) and 49, 
respectively, of the former Indian Legislative Rules. He referred to 
para 29 of the Report of thp P.A.C. on the Accounts of 1930-31 
p a r t  11) where the Committee had given a direction to meet such 
a situation. Government had then proposcd that provisions of Rule 



49 relating to-re_gularisatim of 'excess over grants' should also be 
made applicable to any 'excess' on account of a New Service referred 
to in Rule 50(1). The then P.A.C. endorsed the conclusion reached 
at  a discussion between the Chairman of the Committee and Hon'ble 
the President of thelegislative Assembly that if there be any case 
of New Service in the Appropriation Accounts of a year, the usual 
form of the Resolution for taking the report of the Public Accounts 
Committee into consideration should be expanded so ns to include 
"and that the Assembly do approve of the expenditure". The Gov- 
ernment had accepted this procedure for regularising expenditure 
on a New Service e;z: post facto. The C. & A.G., therefore, suggested 
that the feasibility of a Resolution for regularising such expenditure 
under the present set-up also should be examined. 

In extenuation, the represent~tive of the Ministry of Law stated 
that a fundamental difference was made between the position under 
the Government of India Act and the present Ccnstitution, by the 
provisions of Article 204 (corresponding to Article 114 relating to 
the Union). Under Article 204(3) subject to the provisions of 
Article 205 and 206 (corresponding to Articles 115 and 116), no 
money could be withdrawn from the Consolidated Fund except 
under appropriation made by h w  passed in accordance with the  
provisions of this Article. As exceptions envisaged in Articles 205 
and 206 did not apply to the expenditure in the present case, the 
general rule must apply. Under the Government of India Act, the 
Legislatures were circumscribed within certain limits but there was 
no Fund known as Consolidated Fund. There wore only "revenues" 
ef the ''Federation" and "revenues" of the Provinces, The represcn- 
Wive of the Ministry of Finance agreed that there was a lacuna in 
the Constitution as there was no provision for regulating such c a m  
If Parliament decided that a mere Resolution would be sufRcient 
for reguiarising the expenditure that would be done. 

The Chairman drew attention to Article 206(1) (c) [correspond- 
ing to Article 116(1) (c)] and enquired whether an excess on a m u n t  
of a New Senrice could not be regulorised by obtaining an excep- 
tional grant as envisaged in that Article. The representative of the 
Ministry of Law stated that in his opinion such expenditure could 
not form an exceptional grant, as exceptional grant did not mean 
regularisat ion of an irregular expenditure. The comparison of 
Articles 205 (1) and 206 (1) would show that the former applied to 
the regularisatton or authorisation of something already done, while 
tbe latter applied to the authorisation of future expenditure. 



The Committee desired that keeping in view the spirit of the 
Constitution regarding supremacy of the Parliamentary Control over 
finance, the matter might be further examined in the light of these 
suggestions in consultation with the Attorney General and the Com- 
mittee should be apprised of the outcome by February, 1958. 

393. The Committee adjourned to meet again at 10-30 hours on, 
Monday, the 13th Janmry, 1958. 



APPENDIX v 
(Ref. para 18 of this Report) 

Extracts of Paras 78 to 82 of the 42n.d Report of P.A.C. (1961-62) 
Rebgularisation of expenditure incurred without approval of Parlia- 

ment or State Legislature on an item adjudged as New Service 
after the close of the year-Paras 110-111 of the 7th Report. 

78. The Public Accounts Committee in para 392 of their Seventh 
Report (Second Lok Sabha) considered a case which occurred in the 
.State of U.P. wherein a sum of Rs. 10,000 was spent on certain Exhibi- 
tion (considered to be a new service after the close of the year) from 

.out of the savings available under other heads without obtaining a 
token Supplementary Grant during the financial year. The Comp- 
troller and Auditor General brought this case to thc notice of the 
P.A.C. as in his opinion "it raised o very important question of prin- 
ciple in relation to Parliamentary control over expenditure". It  
was held by Audit that as the money had been spent without the 
authority of law as required under Article 266 (3) of the Constitution, 
the expenditure must be deemed to have been automatically d i d l o w -  
ed and the resulting 'excess' should, therefore, be regularised by the 
Legislature. 

79. When this matter came up  before the Public Accounts Com- 
mittee in January, 1958, the representative of the Ministry of Law 
explained in evidence that there was no provision in the Ghnstitution 
at present to regularise such cases of technical excesses which did 
not result in excesses over the Grant as a whole. The representative 
of the Ministry of Finance also felt that there was a lacuna in the 
Constitution in this respect and observed that Government would 
abide by the ruling of the Public Accounts Committee in the matter. 
The Committee suggested that the Ministry of Finance might 

.examine, in consultation with the Attorney General, if necessary, 
whether such cases could be brought within the scope of "exception- 
al grants" envisaged in article 116(1) (c) of the Constitution. 

80. Accordingly the Ministry of Finance (Department of Economic 
Mai r s )  submitted a Memorandum to the Public Accounts Commit- 
tee. (Appendix In). It  is seen therefrom that the Attorney General 
lm agreed with the Law Ministry that there is no provision in the 

Constitution to regularise by law an "excas~" expenditure of thb 



kind. In his opinion, the provisions of Article 115(1) (a) and (b) 
.are not applicable to this case inasmuch as both parts of Article 
115 (1) (a) contemplate a supplementary, additional or excess grant 
.during the "current financial year" and Article 115(1) (b) contem- 
plates excess expenditure for a particular service over the amount 
granted for that service for that year (in the present case no grant 
has been made for this expenditure). He has added that "if it is 
desired to approach the Idcgislature for regularising the expenditure 
the only possible method is to approach it by putting a strained 
construction on the langwige of Article 116(1) (c)", although he is 
doubtful whether "unauthorised" expenditure of this nature could 
legitimately be a subject of an "c.xceptiona1 grant" and sati* the 
description "which forms no part of the current service of any finan- 
cial year." 

81. The Committee, however, find that prior to the coming into 
force of the Constitution, the procedure followed in such cases wes 
t o  expand the usual form of the Resolution for taking the report of 
the Public Accounts Committee into consideratiop by the legislature 

as to include-- 

"and that the Assembly do approve the expenditure of 
11 * Rs. . . . .  . 

This procedure was decided upon after careful consideration by . 

the Public Accounts Committee followed by a discussion between the 
then Chairman of the Committee and the Hon'ble President of the 
1,eglslative Assembly. It was also felt at that time that rule 49 of 
the Indian Legislative Assembly Rules [which corresponds to Article 
115 ( 1 )  (b) ] did not cover unauthorised expenditure of this kind and 
there was a lacuna. The only way to  regularise the default was, 
therefore, to get sanction of :he House by moving a resolution in this 

82 The unauthorlsrd espenditure in the present case has been 
~ncurrcd on a service adjudged as "new service" without causing any 
cxcess over the gmnt as a whole. In the law made by Parliament 
 wry year under Art~cle 114(3) of the Constitution. the amounts 
authorised are  shown accord~ng to the Votes (demands) to be appro- 
printed for the services and purposes expressed In the Schedule 
thereto in relatwn to the said year. In order to ensure Parliamentary 
control each demand is split up into u number of sub-heads; (these 
-- .- --.--- -- --- - .-.--- 
*Parn 29 of the Report of the P A C  (In the Account, of 1930-31 Part XI. 
Railway Accounts. 
366 ( A i l )  1.S.-12. 



are not indicated in the Appropriation Act) and the Executive has. 
been vested with power to re-appropriate from one sub-head to 
another or even open new subheads  so long as the expenditure con- 
templated is within the demand. Such a delegation to the Executive 
does not in any way affect Parliamentary control over expenditure, 
as in these matters Parliament exercise necessary control through 
the Finance Ministry and the Public Accounts Committee. If, in a. 
case, it turns out that funds have either been reappropriated or uti- 
ljsed for meeting expenditure on an item not contemplated in the 
demand and such expendlturc hus been discovered after the close of 
the financial year, it shall be brought to the  notice of the Public 
Accounts Committee through the Audit Report. The Yubljc Accounts 
Committee shall bring it to the notice of Parliament, and if they 
agree with the observations in the A u d ~ t  Report, they may recom- 
mend that Parliament may approve the expenditure No fresh votc 
for the expenditure is called for as  the money already voted by Pdr- 
liament for that particular demand has not been exceeded. T h p  
Committee are of the o p i n i o ~ ~  tha t  as zit t h e  pre-Co?tstitntrot~ days. 
such cases can be brought before Parlianrent for approval, roithotc? 
rlolating any of the provisiolrs of the Constitution, movii~g n 
resolution in appropriatp terms and get ttng its approtrnl ex-post-fact7 
to the money spent on such items Hotoever, in rases where b?j 
incurring such erpendit lire, the amount authorised 1 q  Parliament for 
a particular demand (Sert.ice) for that gear has been exceeded the 
ptovisions of Artzcle 115(1) (b )  of t h e  Constitution toill be attracted, 
and the excess will h a w  10 be regdnrised under those provisions. 



APPENDIX VI 
(Para 18 of this Report) 

(Department of Economic Affairs) 

OFFICE MEM0RANI)UhI 

Thc undcrs~gncri 14  c l ~ ~ e c t r d  t o  Invltc, :r  r r f e ~ e n c e  to  the  recom- 
mendat~on made 1r1 Para  82 of the Forty-second Report of the Public 
Accounts Cornm~ ttce (Stwmd Lnk SaSha) rcgardmg the regularisa- 
tion of exprndltuic ~ n c u r r t d  o n  ;I . new scr\.lceV which was not 
covered by vallrl appropriation of funds b u t  which did not result in 
an excess o \ w  thc grant or appropnatlnn as a ~vhole.  

2. Thta rc rommcnda t~m elf t h c  Conlrn~t:ec has  been considered in 
consultation with the Minlstry o f  Law and the opin~on of the  Attor- 
ney-General has also twtv obtained :I copy each of the Statement 
of the  case for the opinion of the Attorne!:-Gcncral and the Counsel's 
opinion o f  17th Fcbruaq . 1961 1s rnclosed 

3. l'hc pr-estant httornry-General has i.c~!~ciureci u.ith the view ex- 
pressed by his predecessor on 17th May. 1958 that ha\.ing regard t o  
the express prohibition in Article 114(3) of the Constitution. and 
this prohibition also applies equally to Articles 115 and 116, the es- 
penditure ir~curred on a "new srnice" .  which is not covered by a 
valid appropriation but which does not cause an excess over the grant 
cannot be rcgularised by Incans of a Parliamentary Resolution, as 
contemplated by the Committee. The Attorney-General has also ob- 
served that the lcgislativc functions of permitting or validating ex- 
penditure from the Consolidated Fund of India can be performed 
only by follawing the procedure laid down in Articles 112 to 116 of 
the Constitution and not in any other manner, such as by a Resolution 
of the Parliament; nor can n Parliamentary Resolution condone t h e  
illegality and validate irregular expenditure. The At to rney-Gene4  



has also explained why the pre-Constitution procedure to which the 
Committee have referred, cannot be followed. 

4. In view of the constitutional position explained above, 
and pending the amendment of the Constitution for providing ex- 
pressly for the regularisation of such technical excesses, by appro- 
priation by law, the object that the Committee have in view would 
perhaps be served by bringing such instances specifically to the 
notice of the Parliament in their Reports. 

5. This Note has been seen by the Comptroller and Auditor- 
General of India. 

(Shiv Naubh Singh) 

Joint Secretary t o  the Gotyerninent of India. 

The Chairman 8: 
Members of Public Accounts Committee. 

Statement of case for the  opinion of the Attorney General of lndia 

In the year 1958 Attorney-General considered the question whe- 
ther an amount spent out of the Consolidated Fund o f  lndia or of a 
State in a particular year on a "new service", for which no grant was 
voted by the Legislature for that year and which came to notice in 
a later year, could be regularised by the Legislature and, if so, in 
what manner. Learned Counsel, in his opinion dated 17th May, 1958, 
expressed the view that having regurd to the express prohibitions 
in articles 114 (3) and 266 (3) of the Constitution, it is necessary that 
there should exist some Constitutional provision undw which the 
authorised expenditure could be approvcd by the Legislature. He 
also added that the practice prevailing in India prior to the Consti- 
tution was not relevant to the matter. According to learned Counsel 
on a proper construction of articles 115(1) (b) and 116(l) (c) as well 
as the corresponding provisions relating to the States, it is difficult 
to say that the Legislature can be asked to approve the unauthorised 
expenditure on a new service acting under these provisions. He, 
however, considered that i f  i t  was desired to approach the Legis- 
lature in order to regularise the expenditure, the only possible 
method is by putting a strained construction on the language ot  
articles IS6 (1) (c) and 206 (1) (c) of the Constitutfon, 



2. The Public Accounts Committee was duly apprised of the 
learned Counsel's opinion as aforesaid. In para 82 of its Fortysecond 
Report the Committee observes as under:- 

"The Committee are of the opinion that as in the pre-Consti- 
tution days, such cases can be brought before Parlia- 
ment for approval, without violating any of the pro- 
visions of the Constitution, by moving a resolution in 
appropriate terms and getting its approval ex-post-facto 
to the money spent on such items. However, in cases 
where by incurring such expenditure, the amount autho- 
riscd by Parliament for a particular demand (Service) 
for that year has been exceeded the provisions of 
Article 115(1) (b) of the Constifution will be attmcted, 
and the excess will have to btl rcgularised under those 
provisions." 

The question to be considered is u.heth*:r : : : e  Committee's recom- 
mendation regarding the moving of a resolution for the purpose 
referred to above can be given effect to under the Constitution. 

3. Articles 114(3) and 204(3) of the Constitution provide that no 
money shall be withdrawn from the Consolidated Fund of India or 
the Consolidated Fund of the State except under appropriation made 
by law passed in accordance with the provisions of these articles. 
Article 266 (3) containing similar provisions provides that no moneys 
out of the Consolidated Fund of India or the Consolidated Fund of a 
State shall be appropriated except in accordance with law and for 
the purposes and in the manner provided in the Constitution. Fur- 
ther, articles 115(l) (a) and 205(l) (a) provide that when a need 
has arisen during the current financial year for supplementary or 
additional expenditure upon some new service not contemplated in 
the annual Anancial statement for that year, the President or the 
Government &all cause to be laid before Parliament or the State 
Legislature, as the case may be, another statement showing the 
estimated amount of that expenditure. As provided by articles 
115(2) and 205(2) the procedure for voting the supplementary 
demands relating to such new services and passing the connected 
Appropriation Bills is similar to the one applicable in relation to the 
annual tlnandal statement. Thus, expenditure on a new service can- 
not be incurred ah initio without an  appropriation law passed by 
Parliament or the State kgislature, as the case may be. But, if by 
Inadvertence or otherwise, such an expenditure is incurred without 
king cowred by an Appropriation Act, it appeaft that it is not open 
to kljsmmt or the State Legislature to regularise such expendim 



by passing a formal resolution for the purpose. Such a course might 
virtually imply that Parliament or the Legislature has thereby be- 
come a party to the Constitutional irregularity of having i n c u r d  
the expenditure without the sanctity of Appropriation law. The 
passing of an Appropriation Act by Parliament or the State Legis- 
lature is essentially a legislative function to be performed by it in 
the prescribed manner by debating the proposed law in the form 
of an  Appropriation Bill which would go through all its stages in the 
manner required by the Constitution, including articles 114 and 204 
thereof. That manner of exercising the essential legislative function 
cannot be substituted by adopting a summary method of a resolu- 
tion passed by Parliament or the State Legislature. 

4. The Public Accounts Coinnittee refers to the practice ,in the 
pre-Constitution days. It may be noted that neither the Government 
of India Act, 1919 nor the Government of India Act. 1935 made any 
specific provision for regularisation of expenditure in excess of the 
grants. nor did they contain an) restrictive provision like those in 
article 114 ( 3 ) .  "04 ( 3 )  and 266 (3 )  of the Constitution. Provision 
for this purpose was made only through Rule 49 of the former 
Indian Legislative Rules (which corresponds to the provisions of 
articles 115(1) (b) of the Constitution). In 1930-31 when a question 
arose for the regularisation of expenditure on a new service, the 
Public Accounts Committee did not consider it worthwhile to seek 
an amendment of the rule, but suggested that it would be enough if 
the Resolution for taking into consideration the Report of the Com- 
mittee is expanded so as to include that the Assembly approves the 
~ a i d  expenditure. This view seems to have been taken by giving a 
liberal construction to the said rule. 

5. The position after the cornmencernent of the Constltutlon 1s 
really different The expenditure from the Consolidated Fund of 
India or the Consolidated Fund of the State is expressly required to 
be covered by appropriation law made under articles 114(3) and 

' 204(3) read with article 266 (3) of the Constitution Further the 
report of the Public Accounts Committee is no longer being taken 
into consideration by moving a formal resolution for the purpose. 
It may thus be inferred that even assuming that the pre-Constitution 
procedure of approving the excess expenditure or expenditure on a 
new senice by a resolution did not contravene the provisions of the 
Government of India Act, 1935, it does not seem open to Parliament 
or the State Legislature, in view of the express provisions of the 
Constitution referred to above, to approve the expendfture from the 
Consolidated Fund of India or the Consolidated Fund of the State 
by means of a resolution as contemplated by the Committee. 



6. In the circumstances it is considered that the recommendation 
made by the Public Accounts Committee as aforesaid is not strictly 
in accordance with the provisions of the Constitution as explained 
above and cannot, therefore, be given effect to under the Constitu- 
tion. As the resolution of Parliament has not the efficacy of law, 

such a resolution cannot serve the purpose of bringing into play the 
power of Parliament to legislate regarding the withdrawal of money 
from the Consolidated Fund of India as contemplated by articles 
114(3) and 266(3) of the Constitution or even to condone or regu- 

Q larise the omission to cover such expenditure by an appropriate law 
under the Constitution. 

7. Learned Counsel is requested t o  give his opinion on the follow- 
ing questions, namely:- 

( 1 )  Whether the rcc:~mmendation made 11). the Public 
Accounts Committee as referred to in paragraph 2 above 
can be given effect to under the Constitution; 

(2) if the answer to the above questiun LC in the negative. 
whether it is possible to regularise an expenditure of 
the kind referred to in paragraph 3 above and i f  so, in 
what manner; and 

(3)  generally 

Sdii- R .  S. CAE, 
Joint Secretart/ & Legal .4dviser.  

New DEWI; 
' Inred the 25th J a n u a r y ,  1964. 

In my  opinion, paragraph 82 of the Forty-second Report of the 
Public Accounts Committee is not correct The scheme of the rele- 
vant articles in the Constitution regarding expenditure from the 
Consolidated Funds of the Union and the States is that such ex- 
penditure can be sanctioned or validated by a law made by Parlia- 
ment. The permitting or validating such expenditure is a legisla- 
tive function. The relevant articlas for the Union are articles 112 



to 116 and for the States arts. 202 to 206. Since the two sets of the, 
articles are identical in terms, I need only mention those relating. .* 
to the Union. 

2. In  the first part of the Public Accounts Committee's opinion, 
"such cases" I take to mean cases of the kind referred to in the opi- 
ninon of Attorney-General given in 1958, i.e., not being of any of 
the kinds mentioned in articles 114, 115 and 116. The Attorney 
General expressed his opinion to the effect that there was no pro- 
vision in the Constitution for &e sanctioning or validating the pay- 
ment of such items. I agree and adopt his opinion. The fact that 
such items are not provided for cannot leave them at large to be 
dealt with in some other manner, e.g. by a Resolution as recom- 
mended by the Public Accounts Committee, since the Constitution 
provides expressly by art. 114(3) that "no money shall be withdrawn 
from the Consolidated Fund except under an appropriation made by 
law" and that prohibition applies equally to articles 115 and 116. 
If, therefore, such items are paid out without a previous grant duly 
approved by law, such payments are illegal and no resolution af th? 
House can render it valid or condone the illegality. 

3. In view of the articles of the Constitution above mentioned, 
the practice. if there was any before the Constitution, to validate 
payments in some particular manner is irrelevant. The Public 
Accounts Committee says that the pre-Constitution practice can be 
followed without violation of the pro~~isions of the Constitution 
but that cannot be so in view of the express provision in article 
114(3) which I have already mentioned. There is only one provi- 
sion for ex-post-facta approval, that is, in art. 115(b) which applies 
only when there is an excess expenditure on a service beyond a 
grant already made for that service, which is the kind of item 
covered by the latter part of the relevant paragraph in the Public 
Amounts Committee's Report. 

4. I may add a few words as to the position before the Constitu- 
tion. Under sec. 33 of the Government of India Act, the Governor- 
General had to lay before the Legislature a statement of the esti- 
mated receipts and expenditure for the year. This corresponds 
roughly to art. 112. Sec. 34 of that Act corresponds to art. 113. 
Under sec. 35, the Governor-General, after the grants were made 
by the Legislature, had to authenticate by his signature a schedule 
s p e c m g  the grants made and lay it before the Legislature. There 
was, however, no Appropriation Bill and no Appropriation Act. 
Sub-sec. (3), however, of sec. 35 provided: "No expenditure from 
the revenues of the Dominion shall bc deemed to be duly authorised. 



unless it is specified in the Schedule". This was a provision ana- 
logous to article 114(3). Sec. -36 is similar to art. 115(1), and pro- 
vided for a supplementary statement if further expenditure became 
necessary over and above the authorised expenditure. There was 
no provision equivalent to art. 115(b) or 116. There was thus noth- 
ing similar to art. 115 (b) which provides for a-post-facto valida- 
tion by law of excess money spent. There was a rule in the Indian 
Legislative Rules, being rule 49 which however, corresponded to 
art. 115(1) (b) and it may be stretching the words of that rule that 
some item of the nature referred to by the Committee may have 
been sought to be passed. It is unnecessary to consider whether 
that was properly done or not, having regard to the differences 
that have been pointed out and in particular, by reason of the ex- 
press prohibition in the Constitution the cases referred to by the 
Public Accounts Committee in the first part of the relevant para- 
graph cannot be dealt with by a Resolution as suggested. 

NEW DELJII; Sd/- C. K. DAPHTARY, 
Dated t b  17th F~bruarg. 1964. Attorney G m r a l  of India. 



APPENDIX VII 

(Para 27 of this Report) 

No. 13 (1) /64I.&T. 

MINISTRY OF REHABILITATION 

List of points on u~hich furtl~er i?ifo?'rnntion was called for b~ the 
Public Accounts Covrn~itrre ut their silting held 071 the 

19th Fel~runry. 1965. 

Para 59-Pages 71-72--1~~fr~~cr1ious ~ . r p e n d i t r i ~ . e  on t~vining-cum- 
productio~i schemes. 

(A) A note on the  follnu,lng pulnts r t ~ l a i i ~ i g  to the  yarn pro- 
ducing plant and thirty-seven other machines may be furnished:-- 

(i) The reasons for ~ v h i c h  these machinm were found un- 
serviceable. 

( i i )  Why Orissa State (;overnmcnt did not accept t h r  yarn 
producing plant? 

(iii) Why D.G.S. & D. is finding i t  difficult t o  dispose i t  of? 
(iv) Why Orissa Government has not yet sent the required 

forms necessary t o  declare the machines surplus? 

(B) A detailed nc~te on the 12 machines transferred to West 
Bengal Government and also of 25 machines may be furnished. The 
note may also include information as to  whether these machines 
have been paid for or received as gifts. 

A. ( i )  .--Seven "Garabo" plants were impot-teci from Japan in 
1949 for setting up of training and production centres for displaced 
persons from Pakistan in some of the townships, Thcsc plants were 
distributed as follows: - 

I .  West Bengal . .. -, 
2 .  Uttar Pradesh . .. -I 
3. Saurashtrd I 
4. Faridabad ~ e v e i o ~ m e k  HO& I 
5 .  Arab-ki-sarai Training Centre, Ilelhi. 1 ---- 

*~o?'AI .  7 



The Garbo Plant sent to the Government of Saurashtra was 
installed a t  the Refugee Works Centre, Bantwa by Japanese Engi- 
neers and put into operation from July, 1951 to January, 1953 far 
imparting training in weaving to refugees. The generator, how- 
,ever, went out of order from January, 1953 and since then the  
Plant was not operated upon. It was considered by the  State GW- 
ernrnent that the working of the Plant was uneconomical and it 
would also be difficult to absorb the trainees in that particular trade 
.even after imparting them training. The working result of the 
Plant was reported to be unsatisfactory. The yarn produced by this 
Plant was of a n  inferior type and the process highly uneconomical. 
In technical terms, the yarn produced was uneven in "twist" and 
"tcst" and "counts". Since the Plant was not useful for imparting 
training t.o refugees the feasibility of its being utilised by other 
Centres run by thc State Government was examined by the State 
Governrncnt but ultimately i t  was found that the Plant would not 
be u w f u l  i n  other training wntres of t he  State Government and 
hc?rw i t  was finall). dwided t o  dispose i t  of. The plant was dis- 
pmc~i of in June.  1963 and f i ~ h c d  a n  amount of Rs. 12.400. 

The Plants .iellt to  West Bengal were installed at the Training- 
cauirt-Works Centw a t  Titagarh for imparting training to the dis- 
plactxi persons arid were operated for  some years. The experience 
gat hered thereby subsequently revealed that this type of machine 
was rlo longer useful and  economical from commercial point of 
wru. The West Bengal Government have been asked to dispose 
.c.)f thr plants by declaring them s u r p l u  to t h e  D.G.S. & D- 

As regards the Plant instnllcd at 1 h t  .4rab-ki-Sarai Training 
Centrr.  Delhi, i t  was ustd for a period of five years for the train- 
ing of displeccd pelsons and others. The Plant proved to be un- 
t~onornical  i n  virw- o f  its low output. In view of the remote em- 
ployment poter~ti:tl 111 this tradt., the training was discontinued from 
1956 onwards, thc~  plan! dismantled and kept in the store where it is 
lying till datth. Thr Arab-ki-Sarai Training Centre is now i ~ ~ l l o w -  
ing the syllabi of the Xational Council of Technical and Vocational 
Training under ivhich only tlngineering trades are taught. As such 
there are no ptrssibi1itit.s of introducing Carabo work i n  this centre. 
It has been reported that n proposal to dispose of the plant was sent 
to D.G.S. 8: D. ivho made several attempts for its disposal but so 
fa r  they have not been able t o  sell i t .  

The  State Government has been addressed to ascertain the posi- 
tion with regard to the two plants sent to Uttar Pradesh and its wvly 
f a  awaited. 



The Garabo Plant that was sent to Charbatia Camp, to which t h e  
Audit Para in question refers, was never used. The facts with 
regard to this particular plant are briefly summarised in the state- 
ment (Annexure) attached. 

(a) (ii) : 
The Government of Orissa informed the Ministry finally in March, 

1961 that they had no approved scheme, after the Charbatia camp 
was closed, for operating the plant, that skilled personnel was not 
available, that raw materials were also not available locally and that 
the scheme could not be run economically. As this is inconsistent 
with the earlier reports from the State Government that they could 
utilise the Plant, a further report has been called for from them. A 
further communication will be sent to the Lok Sabha Secretariat 
as soon as the reply from the Orissa Government is received. 

(a) (iii) (iv) : 

The Garabo plant was reported to D.G.S. & D, by the Additional 
Registrar, Co-operative Societies, Government of Orissa in his letter 
No. 4393/H, dated the 12th April, 1963. The surplus report was not, 
however, sent in the prescribed form. The D.G.S. & D. sent the 
necessary form to the State Government. The State Government 
informed the Ministry that details of the plant required to be fur- 
nished in the form were not available with them and that these 
might be given by the Ministry. An attempt was made to get the 
details from the Principal, Arab-ki-Sarai Training Centre, Delhi 
but this was not successful. The matter has since been discussed 
with the D.G.S. & D. and the surplus report forms have been sent 
to them on 4th March, 1965 with such particulars as the Ministry 
was in a position to furnish. D.G.S. & D, has also been requested 
to take immediate action to dispose of the plant. It will thus be 
seen that delay in disposing of the plant is not due to any difficulty 
experienced by D.G.S. & D. 

(B) The thirty-seven Japanese machines referred to, were not 
received as gifts but purchased in 1949. The machines were intended 
to be supplied to the displaced persons and the cost was to be treated 
as loans to displaced persons. These machines were, however, lying 
idle at the Arab-ki-sarai Training Centre, Delhi. The earlier papers 
relating to these machines are not now available and it is, therefore, 
not possible to indicate the reasons why the machines were lying 
idle. 

In December, 1958 the machines were sent from Delhi to Calcutta 
as at that time a proposal to set up an Industrial Estate at n l i a  in 



West Bengal was under contemplation and i t  was thought that some 
sf these machines could be installed there and some a t  the Trafning- 
cum-Production Centre, Kamarhatty. However, in January, 1959 
the decision to set up an Industrial Estate a t  Fulia was abandoned. 
Therefore, it was decided that some of the machines might be instal- 
led at the Training-cum-Production Centre, Kamarhatty under a 
phased programme. The Superintendent of the Centm put up in 
July, 1959, schemes for setting up production units with 13 machines 
as detailed below:- 

- - . - .  -- - -  

~ . N O .  Name of the Machine Nos. - -- -- .- - --- 
r Pin M a h g  Machine . 2 

2 Gem Clip Making hlachinc . 5 

3 Nail hiaking Machine 4 

It was found that additional accommodation would have to be 
constructcd before the units could be set up. As the Ministry had 
started the process of gradual winding up and the question of trans- 
ferring the Training-cunt-Production Centre itself to some other or- 
ganisation was under consideration, the proposal for setting up the 
Japanese machines at the Training-cum-Production Centre was 
dropped. 

At the request of the G o ~ ~ r n r n e n t  of West Bengal 12 machines, as 
detailed below, were transferred in September, 1960, to that Gov- 
ernment free of cost, for setting up production units for prwiding 
vmploymcnt to displaced persons. 

* 
Nail .%king Wire (KJW . \ I i i t er i~ l~ )  

Nos. Price (Rs.) 



But in October, 1963 the State Government reported that as t h e  
product~on centres which had been started earlier were being gradul-. 
ly wound up, it would not be possible to utilise these machines 
fruitfully, and suggested that they might be reported to D.G.S. & TI. 
for disposal. As  regards the remaining 25 machines which were 
lying in the Kamarhatty Centre, they could not also be utilised. 

In November, 1963 D.G.S. & D. was addressed for the supplv 
of appropriate forms in which the machines were to be reported tcr 
them for disposal. The forms were received in January, 1964 and 
forwarded to the Deputy Director (Production) Rehabilitation De- 
partment, Government of West Bengal; who had taken over the 
Training-cum-Production Centre in April, 1962, for further neces- 
sary action. The forms had to be sent to that officer because the 
machincs wem lying in his custody and he would be in the best posi- 
tion to fill up  the details of the machines in question. 

In March. 1964. the Deputy Director (Production) Rehabilitation 
Department Government of West Bengal wanted t o  know the book 
value or the original purchase price of the machines. The information 
was supplied to him on the 1st April, 1964. The forms were filled in 
by the Deputy Director (Production) in December. 1964, and sent 
back to this Ministry for further necessary action. 

The surplus report forms have not yet been passed on to the D.G. 
S. & D. I t  is felt that one more attempt should be made to see whe- 
ther the machines could be utilised for setting up production 
units, particularly in the context of the large number of new 
migrants from East Pakistan who are awaiting rehabilitation. The 
Chief Administrator, Dandakaranya Project and the Managinc 
llirector, Rehabilitation Industries Corporation have accordingly 
heen asked to examine this matter further. A flnal decision will be. 
laken shortly. 



ANNEXUKE 

CI~ronological staumcnt slicwing the facts regarding iustallatiot~ of Garabn 
Plant at Charbaria for providing rraining and employmnzt to 

displaced pcrsons frcm East Pakistan. 

January,rg58 . . Orissa Government was asked to confirm 
that they would set up a Garabo Plant 
at Charbatia. 

Orissa Government confirmed that they 
were willing to set up the Garabo Plant. 

11-6-1958 . . Scheme for setting up Garabo Plant was 
received from the Orissa Government. 

9-8-158 
. Garabo Plant despatched to Charbatia. * 

I 1-8-1958 
linquiry was made of the  State Government 

whether they would need the services 
of technical man for installing the plant. 

6-1 0-1958 . Kame of one experienced oflicer furnished 
to the State Government. 

Rehabilitation Minister, Orissa Government 
informed the Union Minister of Rehabi- 
litation that raw materials were avaiable 
from nearly Orissa Textile Mills. 

27-12-1958 . Telegraphic reminder received from the 
Staie Government for sanction of t h c  
vhemc. 

. 1)ecisicm taken to drop the Garabo Plant 
Scheme as the Charhatia Camp was 
about to be closed. 

5-1-1960 . State ( h . t  stated that even after the dis- 
persal of inmates of the Charbatia camp, 
suitable trainees will be available fidln 
diffemt colonies. They propsed ins- 
talling the plant by purchasing the sheds 
at  the Cherbatia Camp from the M .E.S+ 
nuthoritics. 



25-2-1960 . . State Govt. was informed that their pro- 
posal was not acceptable but if the Indus- 
tries Department was prepared to set up 
a training Centre and provide employ- 
ment and training facilities to displaced 
persons, the plant could be transferred 
to the Industries Department free of 
COSt. 

rg-3-1960 . , Director of Industries, Orissa agreed to 
take over the plant and run it as a Govern- 
ment undertaking. . . 

4-4-1960 . . State Govt. requested t h e 7  Ministry to 
depute Shri Bhatnagar, Principal, Arab-ki- 
Sarai Centre to advise on technical 
details. 

Secretary (Shri Prem Krishen) after consul- 
ting Shri Bhatnagar informed Rehabili- 
tation Secretary, Orissa Government that 
since the packages were not opened there 
was no possibility of any shortages or 
breakages. No useful purpose would be 
served by deputing Shri Bhatnagar at 
that late stage. The main question was 
whether the State Government was 
interested to retain it and work it. It was 
also stated by the Secretary that one 
Garabo Plant of the same make and 
specification was working in Arab-ki-Sarai, 
Delhi and the State Government could 
depute one officer to see its working if 
they so desired. Secretary also ordered 
that the Special Officer (Shri Beri) should 
go te CharbatialCuttack to discuss with 
State Government about the final disposal 
of the plant expeditiously. 

The Special Officer (Shri Beri) discussed 
with the State Government representa- 
tives and reported that the Co-operative 
Department of the State Government 
had agreed to take over the plant and 
instal it at the centre run by the Textile 
Marketting Organisation at Cuttack. 

7-7-1960 . . Orders were issued transferring the plant 
to the Co-operative Department, free of 
COSt. - 

34-7-1960 . , Ministry of Rehabilitation, New Delhi in- 
formed Orissa Government (in response 
to a query that a private party offered to 
purchase the plant) that as the plant was 
taken over by the Co-operative Depart- 
ment no further action was necessary. 



State Government informed the Ministry 
that there was no approved scheme for 
operating the plant, skilled personnel 
was not available and want of raw materials 
could not make the scheme economical. 

Dandakaranya Development Authority re- 
quested to consider whether it could be 
installed there. 

Dandakarnya authorities replied that it was 
not feasible to use the plant there. 

State Government asked to declare the 
plant as surplus with all relevant details. 

State Government asked to let the Ministry 
know whether the plant had been disposed 
of. 1 

State Government reminded. 
Principal, Arab-ki-Sarai asked to furnish 

details of the plant. 
Principal reminded. 
Offer received from Orissa Cotton Mills for 

purchase of the plant. 
Available details of machines were received 

from the Principal, Arab-ki-Sarai. 
Details passed on to State Government 

together with the offer of the Orissa 
Cotton Mills. 

Orissa Government reminded. 
Orissa Government reported that steps were 

being taken to declare the plant surplus. 
State Government reminded again. 
State Government reported that the details 

of the plant were reported to D.G.S. & D. 
on 12-4-1963. 

State Government informed the Ministry 
that details of the plant required to be 
furnished in the form were not available 
with them and these might be given by 
the Ministry. 

Principal, Arab-ki-Sarai was requested to 
furnish the necessary details. 

Surplus report forms sent to D.G.S. & D. 
by the Ministry with such particulars 
as were available in the Ministry. 

366 (Aii) LS-13. 



APPENDIX VIII 

(Para 32 of Report) 

MINISTRY OF REHABILITATION 
(Civil) 1964 

Appendix-I of the Audit Report-Page 166-Dandakaranya Pro- 
ject-Item No. 4-Losses on purchase of commodities. 

(i) What were the reasons for selling Dal at different rates 
ranging from Rs. 8 to Rs. 35 per maund 

(ii) What is the total quantity of dal sold and what was the  
quality of the dal at the time of sale 

(iii) The number of non-officials employed on honorarium basis, 
the period for which they were employed, the jobs assi- 
gned to them and the total amount paid as honorarium 
to them may be furnished. 

Reply of the M i ? l i s t q  

(i) The Dal was sold at  rates ranging from Rs. 12 to Rs. 35 per 
maund and not from Rs. 8 to Rs. 35 per maund. The actual rates 
and quantities are indicated below:- 

(a) Sale to the settlers at approved rates through the Con- 
sumer Stores during the period from October, 1960 to 
Februrary, 1963: - 

(i) 32 maunds 1 sr. 10 ch. @ Rs. 31 per md. Rs. 993.29 

(ii) 16 maunds 17 srs, 8 ch. @ Rs. 34.80 per md. Rs. 572.03 

(iii) 64 maunds 30 srs. 7 ch. @ Rs. 32.40 per md. Rs. 2098.46 

(iv) 38 maunds 23 srs. 5 ch. @ Rs. 35.20 per md. Rs. 1358.23 

Total 151 maunds 32 seers 14 ch. for Rs. 5022.01 



(b) Sale by auction (surplus stack): 
. . _ _ . _ _ _ _ _ _ _ - -  

Period Quantity Rate Vdue 

Mds. Srs. Ch. Pa md. Rs. Ps. 
-- - .- _ . _ I _ _ _ _  _ -  -- .- 

March, '62 to May, '62 , 935 14 o Rs. 18'- I 6,836.30 
112 25 2 Rs. 12'-  1,351'54 

Dec. '63 . 81 26 6 Rs. 17'17  T ,402 . 40 
Jan. '64 . 11 31 o Ks.16 .80  197.81 

- --- 
TOTAI. . 1,261 36 12 21,395' 13 

- -- .- -- - --- - - . . - .. - - -- - 
(c) Total sale: 1,413 maunds 29 srs. and 10 ch. for Rs. 26,417.14. 
The reasons for selling Dal at different rates are as follows:- 

(a) So far as the sale to the settlers is concerned the Dal was 
sold at the rates approved by the Project from time to  
time, taking into account the cost and the other inciden- 
tal charges. 

(b) As will be seen from the statement above the other por- 
t ~ o n  of the stock was sold at auction at different times. 

The quality of dal deteriorated due to long storage m d  
as such, the same was put to auction for getting what- 
ever price could be obtained in the circumstances. The 
sales weye made t o  the highecl bidders and the rates 
depended on the quality of the stores. 

(ii) The total quantity of Dal sold was 1493 maunds 29 seers and 
10 chs. out of which 1261-36-12 ch. was sold by auction. The quantity 
sold by auction was generally deteriorated due to long storage and 
by visual inspection unfit for human consumption. It was due to 
this reason that the rates fetched in the auction were below the cost 
price. 

(iii) The non-officials referred to were Zonal Leaders. Originally 
5 posts of Zonal Leaders were created under the Scheme for Publi- 
city and Recruitment for the screening of D.Ps. in camps in West 
Bengal and to assist their movements for resettlement in the Danda- 
karanya Project area. The scheme provided for selection for each 
Zone, of an active, zealous and sincere non-official worker who could 



be put in charge of the selection of primary leaders from amongst 
the D.Ps in Camps, the enlistment of D.Ps prepared to come to 
Dandakaranya, to assist the recruiting and screening organisation 
and to co-ordinate the welfare activities among the settlers in the 
Project area. It was, therefore, necessary to appoint in these posts 
persons who had considerable background of political and social 
welfare activities; who could exercise proper influence on the D.Ps; 
who could persuade them to come to the Project and co-ordinate 
social welfare activities in the Work Centres and settlers' villages in. 
the Project area. These Zonal Leaders were employed on a consoli- 
dated pay of Rs. 700 per month. The number of Zonal Leaders em- 
ployed was 4. The periods for which they were employed are given 
below: - ? I * '  

One from 5-11-58 to 10-12-61. 

Second from 5-11-58 to 30-9-62. 

Third from 5-11-58 to 25-12-62. 
Fourth from 5-11-58 to 30-9-64. 

The jobs assinged to the Zonal Leaders were as follows:- 
(a) to facilitate movement of East Pakistan D.Ps to Danda- 

karanya for resettlement; 
(b) screening of D.Ps; 
(c) selection of primary leaders; and 
(d) to watch the welfare of D.Ps. 

No~~ . - -one  Zonal Leader was also editing the periodical issued 
by this Project 'DANDAKARANYA KATHA'. Another Zonal 
Leader was looking after the procurement of food stuffs for the 
settlers. . V&,fi 

The total amount paid: All the Zonal Leaders were drawing a 
consolidated pay of Rs. 700 per month. On this basis the total 
amount paid to the four Zonal Leaders worked out to Rs. 1,43,217 

K. P. MATHRANI. 
Secretary to the Government of India, 

Ministry of Rehabilitation, New Dellti. 



APPENDIX IX 
(Para 34 of this Repwt) 

R m p u  and payments Accw~nt of the iron and steel EquaIi&ztion Fund For the year 1962-63 
(As prepared by the Iron and Steel Controller, Calcutta) 

RECEIPTS 1961-62 1962-63 PAYMENTS 1961-62 1962-63 
(Rs. in (Rs. in (Rs. in (Rs. in 
lakhs) lakhs) lakhsl lakhs) 

7 

I 2 3 4 5 6 

OPENING CASH BALANCE 4012.68 5288.98 

I. Surcharge representing difference between the 
Retention and Selling Prices of the Steel Produced 
by the Producers in : 

I. Payment due to increase in Retention 
Price allowed to Main Producers and the 
adjustment on account of Railway 
Freight on despatches made on F.O.R. 
Destination basis : 

(a) Private Sctor including Mysore Iron and Steel Co. 1841.51 1810.14 (d) Steel Plants in Private Sector includ- 
ing Mysore Iron and Steel Co. 759'933 1325.51 

4 
(b) Public Sector . . 586.22 1442.16 (b) Steel Plants in Public Sector . . 292'93 734. 89 

{c) Re-rollers . 83.50 124.14 

2. Surcharge d i s e d  in respect of the difference bet- 
ween the Landed Cost on Imported Steel and Statu- 
tory Selling Prices : 

2. Payment of Subsidy on Imported Steel 

(a) Tender Purchasers . . 27-68 41.14 (a) Tender Purchases . IOO~OOO 911 - 34 
(b) Bulk Purchases on Government to Government - (b) Bulk Purchases on Government to 

basis 0.50 0.06 Government basis . .. 26.00 

3. Revaluation of the stock of Steel with Stockists on 3. Payment to Re-rollers of Railway Freight 
changa in Statutory Selling Prices . 5.06 7.32 Transport and Other Incidental Charges 

on account of acquisition of Raw Mate- 
rials, despatches of Finished Products at 
F.O.R. destination Rates . 115.99 127'30 

. .. .. . 
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APPENDIX XI 

(Para 36 of this Report) 

Statement showing Economies already eflected and are likely ;tp be 
eflected as a result of reduction in stag in the ofice of the IT- 
and Steel Controller due to lifting of price control or partial &- * 

control of steel. 

Actual savings on account of reduction of posts of officers and 
staff in the Office of the Iron and Steel Controller due to de-control 
of certain items of iron and steel and the winding up of the E ~ U & =  
tion Fund for the period from 1-3-1964 to 31-12-1964 amounted to 
Rs. 1,22,000. In order to assess the quantum of work left with the' 
Iron and Steel Controller as a result of de-control, the requirements 
of staff appropriate to the work, this Department had recently ap- 
pointed a Work-Study Team. The report of the Study Team has 
been received and its recommendations are at present under consi- 
deration in consultation with the Ministry of Finance. Although it 
is evident that some more reduction will take place, the exact num. 
ber and categories of posts which will come in for reduction woirld 
be known only when a final decision has been taken on the recom- 
mendations of the Study Team. Accordingly it is not possible to 
give an exact idea of the economy likely to be effected during t he  
remaining part of this year and during the years 1965-66 and 1966- 
67. It is anticipated, however, that upto 28-2-1967 the total savings 
on this account may not be less than Rs. 6 lakhs. 



(Para 37 of thit Rapovt) 

Note thowing the aBLwrot rerrlised ft.m main producers out of 
Rs. 4.91 crrncr 

Outstanding as on 31-3-1963 . . . . . 4'91 

Reoliootions : (I) By Cash or Cheque . '77 

(a) Adjwtnrent from Payments due to M. Pa. from I & SC 3'87 

(3) Can-ion of Bills on account of revision of Orders . '17 --- 
4 '91  ---- 



APPENDIX XU1 

(Para 38 of this Report) 

Note indicating the latest position regarding adjustment of Ro. 727.52 
lcrkhs mentioned in para 7 2  ( B )  ( i )  of Awlit Repo~t (Ciuil), 1 M  

(Rupees in croreo) 

Outstanding as on 31-3-1963 7-27  

Present outstanding . . . . . .  1.35 

Realisations . 5 '92. 

+ ( I )  Realisations by Cash or Cheque 1.19 

(2) ,, hy adjustments from payments due from I & SC 4'35 

( 3  1 ,, by Cancellation of Rills on account of revision of Orders .38 

5'92 



APPENDIX XIV 

(Para 39 of this Report) 

Note giving the position regarding the recovery of dues arnounti?ag 
to Rs. 10.76 lakhs outstanding against the re-rollers [sub-para 2 

at page 90 of Audit Report (Civil), 19641. 
A Demand Notice dated 5th January, 1965 for Rs. 10,64,752-95 

has been issued. Since then, Rs. 75,000 have been received on 20th 
January, 1965. 



APPENDIX XV 

(Para 43 o f  this Report)  

MINISTRY OF STEEL AND MINES 
(Department of Iron & Stee l )  

Additional infmmat ion desired by the Public Accounts Committee 
on para 74--De,lay in recover?] of G o v t .  dues vide Lok Sabha 
Secretariat O.M. No.  2 1/22A/64/P.A.C. dated 21--1-65-Points 
8 & 9 of the list appended.  

Point No. 8 :  The date on which the suit was filed. 

Informc~tion: A suit has not been filed as yet. 

Point N o .  9: A note i 7 i d i c n t i ~ l g  the payment of dues to the Steel 
Equilisution Fund b y  the  firms. 

The Iron & Steel Control had claims for the difference between 
the controlled price and the landed cost of pipe and iron fittings 
amounting to Rs. 6,11.266.31 on the Calcutta Branch of the firm and 
Rs. 2,77,588.75 on the Madras Branch. Of these Rs. 5,89,572.87 has 
been realised from the Calcutta Branch and Rs. 1,75,000 from the 
Madras Branch. For the recovery of balance of Rs. 1.24 lakhs, the 
Iron & Steel Controller has sought the advice of his legal advisers. 

The claim for rent and Municipal taxes was Rs. 42,140.06 on the  
Calcutta Branch. of which Rs. 33,949.81 has been realised. For thn 
balance of Rs. 8.190.25 the Iron & Steel Controller has served a legal 
notice on the firm and \vill proceed further in consultation with his 
legal advisers. 



I 

APPENDIX XVI 
(Para 47 of this Report) 

MINI.STRY OF STEEL AND MINES 

(Department of Mines and Metals) 

Note for Public Accounts Committee in. respect of Para 53-Geow- 
cal Survey of India--of Central (Civil) Audit Report 1964 with 
reference to tlze list of points enclosed with the Lok Sabha 
Secretariat O.M. No. 211 (22) 164 PAC dated 21--1-1965. 

List of Points 

1. A note indicating the details of the procedure laid down for 
the preparation of bills. 

2. A comprehensive note stating the reasons for which amounts 
due fell in arrears, the period to which they pertain, efforts made 
to recover the same and the basis on which the bills were prepared 
and steps taken to steamline the procedure. It may also be indicated 
as to whether there are also other cases apart from those mentioned 
in the Audit para, if so, the particulars thereof. 

3. Whether on receipt of the request of N.C.D.C. they were 
informed of the rates which were to  be charged from them. 

4. Whether there was any dispute about the quantum of work 
done or the schedule of rates. 

5. Whether the request jar work was with regard to work in any 
specified area or for a n y  o n c  project at one place or for a specified 
period. . . 

6. Whether the amount of Rs. 291 - represents the full amount 
of the bill of M/s. Bharat Mining Corporation limited. 

7. Why there was delay in sending the bills after January, 1962, 
when the basis for charging different rates for work done for differ- 
ent parties had been finalised. Reasons for delay in submitting bills 
in respttct of three private parties viz. Barode Borough Municipality, 
M/s Bharat Mining Corporation Ltd. and M/s Bengal Potteries Ltd. 
may be indicated separately. 
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8. Whether there were any instances where the work which G.aL 

did, were sold to private parties. 

Repliee 
Item No, 1 

The primary function of the Geological Survey of India is to conti- 
nually study the geology of various parts of the country, prepare 
regional geological maps and indicate broadly the location of mineral 
deposits in certain promising areas. This work.in so far as it relates 
to search for minerals may be called preliminary investigation. The 
results of the studies conducted by the Geological Survey of India 
are published in the form of monograms and brochures compiled 
from time to time and also included in the Annual Reports. Some 
of these publications are intended for restricted use, others are meant 
for dissemination of knowledge about the mineral resources; these 
are made available freely to the public like other publications of the 
Government of India. 

Besides preliminary geological investigations. the Geological Sur- 
vey of India is also called upon from time to time to undertake 
detailed investigations of particular minerals to determine the extent 
of reserves and the grade of ore available for mining in certain 
mineralised areas. The Geological Survey of India undertakes 
investigations regularly for the Railways and the Central Water and 
Power Commission and for these there are separate sche- 
dules. Detailed investigations are sometimes undertaken 
on behalf of other Government Departments, public 
undertakings or  private parties. For the work under- 
taken bv the Geological Survey of India on behalf of 
prjvate parties and individuals, a schedule of charges was prescribed 
by tho l a k  Ministry of Xatural Resources and Scientific Research on 
31st December, 1952 (vide Annexure 1). The following were the 
main ingredients of these charges: - 

( i )  Pay and allowances of officers and staff for the ~ c t u a l  
number of days spent in the field plus time spent in 
transit both ways and on the preparation of the reports; 

(ii) 2 5 O 6  of (i) above in lieu of leave and pension contributions; 
(iii) Travelling allowance pl l~s  field establishment allowance; 
(iv) Contingencies; 
(v) Cost of assays, analysis and other laboratory tests; 

-(vi) Depreciation on equipment used; and 
(vii) 50% of ( i )  above as overhead charges. 



In the year 1956, the Geological Survey of India was asked at the 
instance of the late Ministry of Production to undertake detailed 

drilling in areas worked by the State-owned Collieries. Subsequent- 
ly, when the Nutional Coal Development Corporation came in exist- 
ence on 1st Octaiber, 1956, these State-owned Collieries were taken 
over by the Corporation.' The work of coal prospecting which was 
originally taken up by the Geological Survey of India on (behalf of 
the State-owned Collieries was, therefore, continued for the National 
Coal Development Corporation. In May, 1958, e decision was taken 
that the cost of the detailed prospecting should be ultimately reflected 
in the cost of exploitation of minerals and for this reason, the work 
done by the Geological Survey of India should be costed and the 
appropriate recoveries effected from the National Ccul Development 
Corporation. Accordingly, the Geological Survey of India prepared 
a bill of charges on the basis of the schedule originally prescribed 
by the Natural Resources and Scientific Research Ministry in 1952 
for work for private parties. As this bill was to cover the period 
195657 nnd 1957-58 and the details of the work done had to be col- 

lected from various Collieries, the compliation of accounts took 
some time. However, the bill was finalised and sent to the National 
Coal Development Corporation on 5-5-1959. The Corporation did 
not accept the bill on the ground that the Geological Survey of 
India was charged with the responsibilities of mapping and structural 
drilling for the general assessment of the reserves of an area and as 
such no charges should be levied for the work done by the Geological 
Survey of India. The matter was therefore referred to Government 
for a decision. After prolonged discussions, it was decided in a 
meeting held in the late Ministry of Mines and Fuel on 28-1-1961 
that the bill should be split in two parts:- 

(i) Charges for the period upto 30-9-1956 when the work 
wa; done for the State Collieries. 

(ii) Charges from 1-10-1956 onwards when the State Collieries 
were taken over by the National Coal Development 
Corporation. 

It  was also decided that the bill should be prepared on the basis 
of the schedule of charges which had been approved on 22-4-1959 
by the Government for the Indian Bureau of Mines. The Geological 
Survey of India was further instructed to go ahead with the prepa- 
ration of the bills pending formal promulgation of a separate 
schedule of chwges for the Geological Survey of India with the 
approval of the Ministry of Finance. The work of preparation of 
Bills was accordingly taken up and a bill for the period 1956-57 sent 



rto the National Coal Development Corporation on 29.3.1962. Sub- 
sequently this bill had to be further amended in the light of 
Government orders of April 18, 1962 under whkh a slightly modified 
.schedule wles sanctioned for thc work done by the Geological Survey 
of India (vide Annexure 11). The main heads of the revised 
:schedule under which charges .were to be levied were as follows: - 

(i) Pay and allowances of the officers and staff. 

4ii) T. A. charges, Pension (nj1096 of ( i ) ,  medical charges, 
leave salary at 11 % of (i)  . 

(iii) Depreciation charges on drills, vehicles and other machi- 
nery p16-213% of capital cost. 

(iv) Interest on capital. 

(v)  Contingencies. 

(vi) Charges for accommodation. 

(vii) Overhead charges at the rate of 5 %  of (i) and (ii). 

(viii) A u b t  charges at the rate of 1% of (i) and (ii), subject 
to confirmation from Audit. 

(ix) Other expenses on stores, laboratory, workshop etc. 

It will be seen that the preparation of bills involved collection 
and correlation of full details of pay etc. of officers for the period of 
the actual work from different records including diaries of work, 
'T.A. bills, etc. Similarly, cost of stores had to be calculated from 
vouchers and detalils of other charges had to be ascertained by 
,examination of log books of vehicles, register of fuel and lubricants, 
.muster rolls of contingent workers etc. In addition, data had to be 
mllected from records maintained in laboratories in reaspect of the 
work of analysis of samples and from workshops for c h r g e s  on 
.repair of equipment, etc. 

Jtem No. 2: 

The factual position regarding the work undertaken by Geologi- 
-1 Survey of India on behalf of and the recovery of charges from 
the two Corpbrations i.e. Natioml Coal Development Corpwation 
and Nalional Industrial Development Corporation and three other 
private parties viz., Bharat Mining Corporation Ltd., Baroda Borough 
366 (Aii) L.S.-15. 
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Municipality and the Bengal Potteries Ltd., is as follows: - 
(1) Work done by the Geological Survey of India for Na:ional C o d  

Development Corporation. 
The Geological Survey of India was asked to take up detailed! 

drilling for coal in areas indio~ted by the State Collieries, then 
under the Ministry of Production. The work was accordingly 
taken up in 1956. When this work was entrus'ed to the Geo1og:cal 
Survey of India, there was no decision that the Geological Survey 
of India would charge for this work. 

The above work was carried out for Stute Collieries upto 30.9.1956. 
The National Coal Devdopment Corpcration was constitu:ed on 
1.10;1956 and the work was thereafter carried out for the National 
Coal Development Corporation who had tnken over the State 
Collieries. 

It was decided in May 1958, that the Geological Survey of India 
should confine its work to exploratory drilling only; the detailed 
drilling should be carried out by the Indian Bureau of Mines. The 
work that was already entrusted to the Geclogiml Survey of India 
would, however, continue to be done till its completion by the 
Geological Survey of India. It was also decid2d that the Gzological 
Survey of India would be entitled to recover the cost of investiga- 
tion from the National Coal Development Corporation. 

In pursuance of the ubove dec:sion, the bill for the work done 
by the Geological Survey of India for 1956-57 and 1957-58 was sent 
to the National Coal Development Corporation on 5.5.1959. The 
bill was prepared on the basis of schedule of charges approved by 
the Government in December, 1952 for private parties and indi- 
duds. This bill, was, hcwever, not acceptable to the National Coal 
Development Corporation. 

With a view to resolve the controversy, a meeting was held in1 
the Ministry on 28.1.1961, in which a represen'ative from the 
National Coal Development Corporaticn was also present. It was 
decided. that: - 

A. the Bills should be split up in two parts:- 
(i) One for the period upto 30.9.1956 whon the investiga- 

tion was for the Stclte Collieries and the other. 
(ii) from 1.10.1956 cnwards when tha State Collieries came 

under the National Coal Development Corporation. 
B. The bill should be pr~pnred according to the xhedule of 

charges approved for Indian Bureau of Min?s by the 
Government in April, 1959. 

Pending receipt cf formal orders from the Government the work 
tor the preparation of the bills WQS taken up and the b:ll for 1956-57' 



was sent to the National Coal Development Corporation on 29.3.1M2 
This bill had to be further amended in the light of Government 
crders of April, 1962, under which slightly modified schedule was 
sanctioned for work done (by the Geological Survey of India (Provi- 
sion was made for new items, like audit of overhead chmges in the  
revised schedule). 

The bills for 1956-57 had accordingly been revised and there- 
after the work fcr the preparation of the remaining bills was taken 
up. The progress of the preparation of the bills would be evident 
from the following:- 

Year 

Date of despatch 
to National Coal 

Amount Development Cor- 
poration 

- . .. - 
Rs. 

(in 2 pa~ts)  

1962-63-This bill is under preparation and is expected to be 
ready by March, 1965. 

The above table will shcw that the work of preparation of t h e  
bills has progressed systematically after the finalization of the 
schpdule of the charges. The bills amounting to Rs. 41,37,002.49 
have been sent to National Coal Development Corporation till 
31.10.1964. The last bill for 1962-63 is under preparaticn and is 
expezted to be sent to 1:atior.d Coal ~ e v e l o ~ m e n t  Corporation by 
March 1965. 

The National Coal Development Corporation have so far msde 
ad-hoe payment of Rs. 7,10 254.00 on 31.3.1962 and Rs. 18.19,219.17 
on 3.3.1964 totalling Rs. 25,29,473.17. An amount of Rs. 16,07,52gq32 
is still outstanding. 



For the early payment of the bills reminders were issued to 
National Coal Development Corporation on 30.3.63, 10.5.63, 23.10.63, 
25.4.64, 17.7.64, 18.9.64 and 31.10.64. The National Coal Developnlent 
Corporation have, however, intimated that the final payment will 
be made after detailed scrutiny of records by their t a m .  
Reasons for which amounts due fell in arrears. 

When the Geological Survey of India was asked to take up 
detailed investigation for coal in 1956 there was no clear indication 
that the work will be paid for by the State Collieries/National Coal. 
Development Corporation. The decision that the Geological Sur- 
vey of India would charge for this work was taken in May 1958 
when the Geological Survey of India's work had already progressed 
for two years. 

There ~ n a s  further delay in settling the basis on which the 
charges were to be levied. The Geological Survey of lndia sent 
their first bill on 5.5.1959 which was not accepted by the National 
Coal Development Corporation. It was only in April, 1962 that a 
schedule of charges was approved. The Geological Survey of India 
hsd to prepare bills after collwting necessary details for various 
chargeable items. 

According to the approved schedule of charges, it was necessary 
to collect and correlate full details regarding pay etc. of officers for 
the period of actual work before the bill could be prepared. It was 
also necessary to consult different records including diwies of work, 
T.A. bills etc. Costs of stores had to be calculated from the vouch- 
ers and other charges could be determined by examination of log 
books of vehicles, register of issue of fuel and lubricants, muster 
rolls of contingent workers etc. In addition cost of analysis of 
samples had to be worked out from the labor~tory r e c ~ r d s  and the 
cost of repairs of equipment had to be collected from the workshop. 
All this work was time consuming and considerable time had to be 
spent over it before the bill could be finalised. 

The dates on which the bills were sent to the National Coal  eve- 
lopment Corporation have been indicated above. The National 
Coal Development Corporation made ad hoc payment for Rs. 
7,10,254.00 on 31st March, 1962, and Rs. 18,19,219.17 on 3rd March, 
1964. The balance of Rs. 16,07,529.32 is still outstanding. I t  is now 
proposed to detail a Senior Accounts Officer from the Geological 
Survey of India to the office of the National Coal Development Cor- 
poration at Ranchi to reconcile the details of the bills preferred by 
the Geological Survey of lndia and Geological Survey of India re- 
cords with the relevant entries in the records of the National Coal 
bevelopment Corporation and arrive at  an agreed settlement. 



Steps ,taken lo streamline the procedure for recovery of charges. 

The Ministry has been issuing reminders to the organisations 
concerned and watching the recovery actually effected. Examina- 
tion of the existing procedure for costing various items of work 
done by the Geological Survey of India shows that the existing 
schedule of charges is much too detailed and elaborate and involves a 
great deal of work on collection of data of pay and allowances, con- 
tingencies, depreciation, expenditure of consumable stores, repair of 
equipment, etc. It is now proposed to simplify this schedule and 
explore the possibility of prescribing fiat charges for standard items 
of work like drilling, chemical analyses of samples, preparation of 
reports, etc. The matter is being actively persued in consultation 
with the Director-General, Geological Survey of India. 

For preparation of bills according to the existing schedule, the 
costing cell in the Geological Survey of India has bern suitably 
strengthened. A drill has been prescribed for maintenance of record 
of monthly expenditure lor specific items of work and submission 
to concerned sections of relevant data at monthly intervals. A 
separate register will also be maintained to watch the progress of 
each item of work, preparation of bills and recoveries. The Director- 
General, Geological Survey of India has issued special instruc- 
tions on 9th November, 1964, to his officers to the effect that care 
should be taken to see that the reports along with b i l lpa re  sent 
as early as possible. Recovery of the amount should also be care- 
fully watched. 

(2)  Bauxite l?lvesl.igntions done for the Narionnl Industrial h u e -  
lopment Corporation. 

To provide bauxite for the Korba Aluminium Project investiga- 
tion of Phutka Pahar bausite deposit was taken up at the request of 
the National Industrial Development Corporation in November, 1961 
and was completed in June.  1962. This investigation was fur ther  
extended to cover deposits of Paunakhra Pahar, Kerala Pahar, etc. 
and was completed in July. 1963. The investigation of Amarkantak 
deposits was commenced in November. 1961 at the instance of 
National Industrial Development Corporation and completed in 
April, 1963. The reports in respect of Phutka Pahar and Amarkan- 
tak deposits were submitted in October, 1963 and August, 1964 res- 
pectively. The report of Kerala Pahar and Paunakhara Pahar a r e  
still under preparation. Before the bills could be prepared i t  was  
necessary for the officers in-charge of investigations to complete 
their report, which was not possible until the analvtical results of 
nearly 2200 samples were obtained Besides details of expenditure 



o n  drilling and other geological work had to be obtained 
lrom Central Headquarters and Regional Ofices. 

The bills amounting to Rs. 87, 366.08 and Rs. 86,441.03 for the 
Arnarkantak and Phautka Pahar investigations respectively for the 
year 1961-62 were submitted to the National Industrial Develop- 
ment Corporation on 23-4-63. But the National Industrial Develop- 
ment Corporation in their letter No. 10-Accounts/TCBj5369, dated 
21122-6-63 requested for furnishing an Audit Certificate for the 
correctness of the claim. The National Industrial Development 
Corporation, were informed under Geological Survey of India Ietter 
No. 11345K/6162/46 dated 28-12-63 that such certificate was not ne- 
cessary as the cost was calculated on the basis of approved schedule 
of charges. The National Industrial Development Corporation, 
insisted upon the production of complete details of expenditure duly 
suppwted by original vouchers of an Audit Certificate from the 
Accountant General concerned. The Deputy Accountant General, 
Commerce, Works and Miscellaneous, Calcutta was therefore, re- 
ferred to vide Geological Survey of India office letter No. 1463KlG 
2161146 dated 6-3-64 for the required Audit C~rtificate. The Deputy 
Accountant General, Commerce Works and Miscellaneous, Calcutta 
in their D. 0 .  letter No. OAllO(41) 1712-13 dated 25-6-1963 advised 
that in connection with a similar case pertaining to the Indian 
Bereau 8 Mines, the Director of Commercial Audit had decided that 
n o  Audit Certificate need be furnished by the Indian Bureau of 
Mines as it was a Government department and that on the same 
analogy no Audit .Certificate was required to be furnished on the 
claims preferred by Geological Survey of India against National 
Industrial Development Corporation. 

This dezision was communicated to the National Industrial Deve- 
lopment Corporation and a revised bill for the period 1961-62 and bills 
for 1962-63 and 1963-64 amounting to Rs. 6,51,806.13 P were forwarded 
to  the Corporation vide Geological Survey of India office letter No. 
6768R/13 1/64-12 dated 20th November, 1964. The bill has been 
acknowledged by the National Industrial Development Corporat;on, 
on 6th January, 1965. No payment has yet been received. But it is 
understood they have approached Government for allotment of funds 
for making the necessary payment. 

A further bill amounting to Rs. 30,811.68 for despatch of the 
bulk sample of 50 tons as well as chemical analysis etc. has been sent 
to  National Industrial Development Corporation on 20-1-65. 



$3) Bharat Mining Corporation Ltd. 
The investigation was taken up at the request of Bharat Mining 

Corporation Ltd. made in June, 1960 for correlation of local seams 
&met in boreholes drilled in Kharkharea Colliery area of the Gorp* 
ratian. The work was completed by late B. R. Narayanamurty in 
.Auguit, 1960 and the report was submitted in November, 1963. After 
necessary scrutiny the report was sent to Messrs. Bharat Mining 
Corporation Ltd., on 16th December, 1963 along with a bill for 
Rs, 291.27 for payment. A cheque for Rs. 291.27 on the Punjab Na- 
tional Bank Ltd., in full settlement of the Geological Survey of 
Indla's claim was received on 16th April, 1964. 

.(4) Baroda Borough Municipali.: y: 

The Government of Gujarat requested the Superintending Geo- 
logist, Groundwater Division, Geological Survey of India, Madras, 
in Desember, 1960, to undertake selection of sites for tubewells in  
Sayaji Baug, Gorwa and Padra Police Lines area at Baroda. It  was 
stipulated that charges would be met by the Municipal authorities 
of Baroda to whom the bill should be sent for acceptance. 

The Superintending Gedogist, Groundwater Division, Madras, 
accordingly deputed an officer to take up the investigation after 
,obtaining the approval of the Director-General, Geological Survey of 
India. While taking up the investigation it was anticipated that 
the work would be completed in 7 days and the estimated cost would 
be Rs. 264.29. This estimated cost was intimated to the Baroda 
Municipal authorities on the clear understanding that this estimate 
was only provisional and the bill for actual amount would be sent 
only on completion of the work. 

The investigation was taken up by the officer concerned from 
3rd May, 1961 to 21st May, 1961. In addition 17 days were spent on 
.writing the report. After necessary scrutiny the report was sent to 
the Municipal Authorities on the 12-9-1962. Immediately after the 
investigation the Superintending Geologist, Groundwater Division 
was asked to furnish necessary details so that the bill could be pre- 
pared. It was not p3ssible for the Superintending Geologist to  
give full details as these were not readily available at  Hyderabad 
office and a reference to the Madras Office became necessary. On 
receipt of the particulars t h ~  bill for Rs. 2.265.75 was presented to 
the Municipal Authoritv on 17-9-1964. The Municipsl Authority 
asked the Geological Survey of India on 28-10-1964 to furnish de- 
tails of chwges which exceeded the earlier estimate. The details 
of charges were furnished by the Geological Survey of India on 
2-12-1964 and it was pointed out that the variation was due to the 



longer period that had to be spent in the field and also in the pre- 
paration of the report. Since the payment has not yet been receiv- 
ed, a reminder has been issued on 14-1-1965. 
(5) The Bengal Potteries Limited 

On receipt of a request from Messrs. Bengal Potteries Ltd., on. 
5-2-1960 for the assessment of clay in their leasehold area at Pattar- 
ghatta, Bihar, the Geological Survey of India took up drilling in 
May, 1960 and completed the work in August, 1961. One of the in- 
digenous drills purchased by the Geological Survey of India was  
commissioned for this work on an experimental basis. Due to the 
inherent defects of the drill the period of work was considerably 
lengthened. Moreover, it was found necessary to continue drilling 
to cover a larger area to arrive at a satisfactory estimation of re- 
serves, thus necessitating putting down almost double the number 
of boreholes originally planned. The report of the investigation 
was forwarded to Messrs. Bengal Potteries Ltd., in December. 1963 
and the bill amounting to Rs. 1,60,157 was presented to them in 
April, 1964. Messrs. Bengal Potteries Ltd., expressed their inability 
to pay this amount which exceeded the original estimate of Rs. 
20,000 although while originally accepting the estimate they noted' 
that the total value of the work would be based on the actual cost 
that the Geological Survey of India would incur in this respect 
The matter is under examination of the Geological Survev of India. 

There are no other cases where recoveries are pending, 

Itern N o .  3 
As explained in notes on items 1 and 2, the work of detailed coal 

prospecting on behalf of the State Collieries was entrusted to the 
Geological *survey of India at the instance of the late Ministry of 
Production. The National Coal Development Corporation came into 
the picture later when soon after its constitution on 1-10-1956, the 
State Collieries came under the control of the Corporation. The 
Corporation approached the Geological Survey of India through the  
Ministry to take up detailed drilling in a block of South Karanpura 
coalfied in June. 1958. Subsequently in 1960 they made a second re- 
quest for drilling in other areas. The rate at which the cost of work 
was to be recovered from the State Collieries or from the National 
Coal Development Corporation was not intimated to either of the two 
parties. In fact, the decision that the work done by the Geological 
Survey of India should be costed and recoveries effected from the  
National Coal Development Corporation was not taken until May, 
1958. However, after such a decision was taken, steps were taken 
bv the Genlacfical Survey of Tndia to prepare t.he first bill for thc 
work done during the years 1956-57 and 1957-58 on the basis of a. 



Schedule of charges prescribed by the late Ministry of Natural Re. 
source and Scientific Research in their letter dated 31st December,. 
1952, on behalf of private parties and individuals. As stated in the 
earlier notes, the bill was contested by the National Coal Develop 
ment Corporation and the matter came up for a decision before. 
Government who decided that the National Coal Development 
Corporation should pay for the work done by the Geological Survey 
of India in accordance with the schedule of charges appruved for 
Indian Bureau of Mines work. Later a separate schedule for the. 
Seological Survey of India work was sanctioned (vide this Minis- 
try's letter No. 14112'57-MI dated 18-4-1962). Bills for work done. 
prior to this date were prepared on this basis. 

Item No.  4. 

There has been no dispute about the schedule of rates which was- 
approved by the Ministry on 18th April, 1962. The Geological 
Survey of India prepared its bills according to this schedule of 

- rates, which were sent to the National Coal Development Corpora- 
tion from time to time. While making ad hoe payments of Rs. 
7,10.254.00 on 31-3-62 and Rs. 18,19,219.17 on 3-3-64 the National Coal 
Development Corporation stated that these ad hoc payments were. 
being made pending detailed scrutiny of the relevant records and 
vouchers in support of the claim by a team of Corporation's officers. 

Recently the matter was taken up with the National Coal Deve- 
lopment Corporation from the Ministry. The Corporation have 
stated that there is a discrepancy between the Geological Survey 
of India claims and the National Coal Development Corporation re- 
cords regarding the footage drilled by the Geological Survey of 
India. It is now proposed to detail a Senior Accounts Officer from 
the Geological Survey of India to t he  office of the National Coat' 
Development Corporation at Ranchi to reconcile the details of the 
bills preferred by the Geological Survey of India and Geological 
Survey of India records with t h e  relevant entries in the records of' 
National Coal Development Corporation and arrive at an agreed' 
settlement. 

ltem No. 5 

Geological Survev of India took up detailed drilling in areas 
specified by the State Collieries and later on by the National Coal" 
Development Corporation. No specific time limit was stipulated 
for the completion of the work. 



.Item No. 6 

Yes 

Item No. 7 

I t  has been indicated in note relating to item 2 that the bills 
for the work done by the Geological Survey of India during the 
year 1956-57 had to be revised in the light of schedule of charges 
approved by Government in April, 1962. The bill for 1937-58 was 
prepared thereafter and both the bills were sent to the National 
Coal Development Corporatiton on 29th October,'-1962. The bi2s 
for the years 1958-59, 1959-60, 1960-61 and 1961-62 were sent on 30th 
March, 1963, 28th October, 1963, 25th April, 1964 and 31st October, 
1964, respoctively. The' bill for the year 1962-63 is under prepara- 
tion and is expected to be sent to National Coal Development Cor- 
goration by March, 1965. It  will, therefore, be seen that the work 
of the preparation of the bills has progressed systematically and 
a bill fur a particular year was generally sent in about 6 mon'hs' 
.of the despatch of the bill for the previous year. Keeping in view 
the efforts and labour involved in the preparation of the bills, it is 
considered that the progress in the preparation of the bills has not 
been unsatisfactory. 

The bauxite investigations in Phutka Pahar followed by investi- 
gations in Paunakhar Pahar, Karala Pahar and Amarkantak depo- 
sits were taken up in November, 1961 and completed in July, 1963. 
The reports in respect of Phutka Pahar and Amarkantak deposits 
were completed in October, 1963 and August, 1964 respectively. 
Since the bills could not be finalised till the analytical results of 
2200 samples were obtained, the bills for1 the work done during the 
years 1961-62 in Amarkantak and Phutka Pahar could be s2nt only 
on 23rd April, 1963. The National Industrial Development Corpo- 
ration raised a technical objection regarding the furnishing of an 
audit certificate and the matter could be finalised only in March, 
1964. The subsequent bills for the year 1962-63 and 1963-64 were 
sent to the Ccrporation on 20th Nowmber, 1964. There was, there- 
fore, no serious delay in sending the bills. 

The work for the Bharat Mining Corporation Ltd. was complet- 
ed in August, 1960. The bill was sent to the Corporation only on 
16th December, 1963 which has already been paid in full in April, 
1964. - 

In the case of Baroda Borough Municipality the work was com- 
pleted in May, 1961. The bill was sent on 12th Septsmber, 1962. 



The work entrusted to the Geological Survey of India by the 
Bengal Potteries Ltd. was csmpleted in August, 1961 and the repvYst 
of the investigation was sent to them in December, 1963 followed 
Iby a bill for Rs. 1,60,157.00 in April, 1964 

There were unfortunate delays in the above three cases for 
whicn there is no adequate explanation. The ne3d to avoid delays 
%as been impressed on the Geological Survey of India. 

l'lem No. 8 

No. 

NEW DELHI; 
Dated 3-2-65 

(R. N. VASUDEVA) , 
Joint Secretary to the 

Government of India. 



ANNEXURE I 

Ministry of Natural Reso~trces and Scientific Research 
No. M 17 (28) 152 Dated, New Delhi, 31st December, 1952.. 
From 

Shri M. M. Malhotra. 

Under Secretary to the Govt. of India. 

The Director, 

Geological Survey of  India, 

Calcutta. 

SUBJECT: --Recovery of fees charged from private parties and indivi- 
duals for the work d o ~ w  h g  nflcers of flze G.S.1, 

Sir, 

I am directed to say that the Govt>rnment of India have decided 
to levy the following fees from private parties and individuals in 
cases where at their instance, the Geological Survey of India have 
investigated and compiled a report on any  geological problem:- 

( i )  Pay and allowances of officers and staff for the actual num- 
ber of days spent in the field plus time spent in transit 
both ways and on the preparation of the report; 

(ii)  25'; of (i)  above in lieu of leaxve and pension contributions 
(iii) Travelling allowance plus field establishment allowance; 
(iv) Contingencies; 
(v) Cost of assays, analysis and other laboratory tests; 
(vi) Depreciation on equipment used; and 
(vii) W":, of (i) above as overhead charges. 

2. The report on the investigation will not be published by t h e  
G.S.1, without the express consent of the party concerned before the 
expiry of a period of 2 years after the  investigation. The principles 
laid down in para 2 (i) and (iii) of the late Department of Labour 
letter No. M-1207, dated the 5th November, 1940 will continue to 
apply. 



3. These orders will apply both in the case of long term and shart 
t e rm investigations carried out by the Geological Survey of India on 
behalf of private parties and individuals. 

4. In the case of short term surveys on behalf of private parties etc. 
.which are carried out in adverse clima'tic or other conditions, the 
(question whether the officer deputed to carry out the survey should 
be granted extra remuneration, will be referred to the Government 
of India with your specific recommendation on each case as and when 
it arises. 

5. The above orders are issued in supersession of those contained 
in  the late Department of Labour letter No. M-1207 dated the 10th 
April. 1944 in so far as they relate t o  the recovery of charges from 
private parties. 

Yours faithfully, 

Sd/- M. MALHOTRA, 

Under Secretary to the Govt. of In& 



ANNEXURE I1 

Ministry of Steel, Mines and Fuel 

New Dolhi, the 18'h April, 1962 
28th Chaitra, 1884 

From 
Shri A. M. Kulshrestha, 
Under Secretary to the Govt. of India. 

To 
The Director General, 
Geological Survey of India. 
27-Chowringhee, Calcutta-13. 

SUBJECT: -Schedule of recovery of charges for se-vices rendqred by 
Indian Bureau of Mines/Geolo.gical Survey of India to 
the National Coal Development Corpmat:on. 

Sir, 
With reference to your letter No. 3362/75/30/62- (Costing) dated 

31st March, 1962, on the subject mentioned above, I am directed to 
forward herewith the schedule of recovery of charges for services 
rendered by the Indian Bureau of Mines to the National Coal Deve-. 
lopment Corporation as approved by the Government subjezt t3 the 
stipulation made hereinafter, for necessary action in so far as Geolo- 
gical Survey of India is concerned. 

2. The recovery on account of 'common expenses' in the enclnsld 
schedule of charges has been fixed on an ad hoc basis as mutually 
agreed upon between the Indian Bureau of Mines and the Nstional 
Coal Development Corporation at 5 per cent. This percentage repre- 
sents a fair and reasonable share of the common expenees to be allo- 
cated for services rendered by the Indian Bureau of Mines tr, the 
National Coal Development Corporation but having been fixed on a n  
ad hoe basis, it is provisional and subject to revision, if necessary. 

Yours faithfully, 
Sd./- A. M. KULSHRESTHA, 

Under Secy. to the Govt. of India. 



A. Direct Salary: Pay and allowances of the officers and staff of' 
the Drilling, Prospecting and other Divisions actually engaged whole 
time in coal prospecting work whether at  site or at headquarters. 

B. I. Direct Chargeable Expenses: 

(i) The T.A. of Officers and staff of Drilling, Prospecting and 
other Divisions actually engaged on coal prospecting. 
work as at 'A'. 

(ii) Pension @ 10yo of 'A' and re-imbursement of actual medi- 
cal charges. (In cases where a person leaves before con- 
firmation, the amount of contribution will be adjustedl' 
refunded to the corporation). 

(iii) Leave Salary at 11% of 'A'. 
(iv) Contingencies (including labour) as per field recoupment 

bills. 

(v) Cost of bits and other material consumed. As per certified 
statements received from the field officers and duly audi- 
ted by the officers of the corporation. The statement will" 
not include any purchase made from imprest advance 

and already included in field recoupment vide (iv) above. 

(i) Drilling Rigs. 

(ii) Vehicles. 
(iii) Any other machinery that are employed in the coal field. 

Depreciation at rates 16-2/3? of wpital cost. 

B. III-Interest on Capital 
For the purpose of calculating interest on 'Capital' the capital' 

will be the actual value of capital equipment utilised for 
the coal prospecting work. The interest charges would 
be calculated on the capital at the beginning of each year 
( i e .  after deduction of depredation for the previous 
year) plus half the capital expenditure during the year 
itself. The rate of interest would be the average rate of 
interest determined each year by the Auditor General 
w;th the approval of the Gcvernmont vide Rule 314 
G.F.R. The rate of interest applicable to each year wi1E 
be as notified by the Auditor General. 



B. IV.--Charges for acccmrmodatwh of the Coal Prospecting 
Scheme. . 

This is to be charged at flat rates as follows aft,er verification 
of the actual floor area required for the purpose. 

5% of standard rent of the New Secretariat Building and 
40% of the Standard rent of Workshop, Stores, buildings 
at Seminary Hills. 

C .  Overhead Churges: 
(i) Pay and allowances, T.A. ,  leave salary, Pension charges etc. 

of oficers and stag not included in 'A' or attributed 
directly to any other activity. 

For lsimplicity of calculation it is suggested that the charges on 
this account may be made at flat rate of 5y0 of the total 
of 'A' and B. 1 (i, ii and iii). This is on ad hoc basis 
subject to modification on the finalisation of accounting 
procedure. 

(ii) Audit charges 
1% of the totals of A & B and C (i and iii) subject to confirma- 

tion from Audit. 
((iii) Other commn expenses of I.B.M. like stores, laboratoq 

workshop etc., not included in any of the above items. 

For simplicity of calculation, the charges on t h y  account may 
be calculated at 57, of the totals of B. 1 (iv & v) B. 11, 
B. I11 and B. IV. As the overhead charges have been 
apportioned at an ad hoc basis keeping in view the rela- 
tionship of coal drilling and prospecting activities as com- 
pared with the total activities of the department, no fur- 
ther apportionment is considered necessary. 



APPENDIX XVII 
(Para 53 of  this Report) 

GOVERNMENT OF INDIA 
MINISTRY OF STEEL AND MINES 
(Department of Mines and Metals) 

No. C2-10 (34) /63 New Delhi, the 19th March, 1- 
OFFICE MEMORANDUM 

.SUBJECT: -Public Accounts Commit tee- -Cmiderath  of Aplrroprirr- 
tion Accounts (Civil) 1962-63 and Audit Report t- 
-pa ra  102-Loss due to deiuy in the jhulbatian of t m  
of interest on loans to Singa~eni Collieries Compcmy 
Limited. 

The undersigned is directed to refer to Lok Sabha Secretariat'm 
Office Memorandum No. 2/1/22C/64/PAC, dated the 10th March, 
1965, on the above subject and to furnish the following information 
on the points raised therein: 
:i) Finandal outlay in the Third Five Year rlbour Rs. I& lakhs excluding Rs. 650 

Plan on Singareni Collieria : Lakhr expenditure on k d  Phn projets 
expected to spill over to the Fourth 
Plan). 

(13 Gntral Government share in loans to the During the period rg61-62 to I 
Collieries. four y n n  of the 111 Plan$$? FI 

lakhs were advanced as direct loan to the 
S.C.C. Ltd. by  the Central Govt towudr 
capital expenditure entirely. 

'iii) Physical targets and actual achievements Target Achievements 
in the Third Plan (In &on tones) 

1961-62 3'05 2.85 
1962-63 3'25 3'23 
1963-64 3.56 3.47 
1964-65** . 4'37 3 '65 (mticipmd) 
1965-66,. . 5'74 4.1 

(an ticipned) 

+*The actual production in these two years will depend on the demand for a. This 
demand itself is very much below the original targen. Hence, the difference between the 
anticipated achievement and the target is mainly because proQuctlon has to be adjusted tt.: 
.the demand, and not bemuse S.C.C. is incapable of better achevement. 

Sd/- K. SUBRAHMANYAN, 
Under Secy. to the Gcnqt. of IncIia. 

The Lok Sabha Secretariat, 
(Shri R. M. Bhargava-Under Secretary), 
Parliament House, 
New Delhi. 

213 
336 (Aii) L.S.-16. 
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APPENDIX XVIII 

(Paka 53 of this Report) 

Note regarding terms and conditions of the loan sanctioned .by the 
Government of India in favour of the Singareni Collieries C m -  
puny Ltd. in terms of the Tripartite agreement. (Referenm 
point 9 of enclosure to O.M. No. 2/1/22C/64/PAC dated 21-1-1965 
from Lok Sabhu Sectt.) . 

(a) Amount of loan-Rs. 60 lakhs: 
(i) Sanctioned on the 17th 118th March, 1959. 
(ii) Amount received by the Company on the 31st March, 1959. 

(iii) Rate of interest @#% per annurn interest to be paid half- 
yearly. 

(iv) Duration of the loan-13 years. 

(v) Year of final repayment-1971-72. 
(vi) Phasing of repayment: 

Rs. 

(b) Amount of ban-Rs. 80 Zukhs: 
(i) Sanctioned on the 6th August, 1960. 
(ii) Amount received by the Company on the 21st October, 1960. 
(iii) Rate of interest 4 4  per annum; interest to be paid half- 

yearly. 
(iv) Duration of the loan-16 years. 
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(v) Year of Anal re-payment1976-77, 
(vi) Phasing of repayment: 

Rs. 

(c) Amount of loan-Rs. 55 lakhs. 

(i) Sanctioned on the 6th August, 1960. 
(ii) Amount received by the Company on the 3rd January, 

1961. 

(iii) Rate of interest 9 41:% per annum; Interest to be paid 
half-yearly. 

(iv) Duration of the loan-16 years. 

(v) Year of final repayment 1976-77. 

(vi) Phasing of ~epayments:  

Rs. 

(d) Anwunt of loan-Rs. 50 lakhs: 

( i )  Sanctioned on the 6th August, 1960. 
(ii) Amount received by the Company on the 29th March, 1961. 
(i i i )  Rate of interest O 44% per annum; Interest to be paid half- 

yearly. 

(iv) Duration of the loan-16 years. 



(v) Year of final repayment-1976-77. 
(vi) Phasing of repayments: 



APPENDIX X M  
(Para 53 of this Repmt )  

Note regarding terms and conditions of the loans of Rs. 250 l a m  
sanctioned in favour of the Singarmi Collieries Company during 
196142 (Reference Point 9 of enclosure to O.M. No. 2/1/22C/64/ 
PAC dated 21-1-65) 

The terms and conditions of the loans of Rs. 100 lakhs and Rs. ,150 
lakhs sanctioned by the Government of India on the 10th October, 
1%1 and the 5th March, 1962 and drawn by the Company on the  4th 
h e m b e r ,  1961 and the 29th March, 1962 respectively, may be sum- 
marised as follows: - 

fa) Duration of loan . , I year\ 

/ h )  Rate of intereqt (> per cent pcr annum t i )  Sr. paid 
half-yearly. 

(c) Rebate , , . .  , I 12 7, rebate will be u l l o ~ d  to tbe 
Company for timely repaynent 
of the instnlments of principsl 
sum fallin$ due in cach year. 

"d 1 I'enal interest . In  the event of default in the 
payment of interest or repay- 
ment of principal, a penal 
Interest @ 2-1/2:4 over the 
normal rate to be charged on 
all overdue instalrnents of 
interest or principal and in- 
terest. 

Ie) Phasing of repaymento :- - ..-- -- - - - - . - - . -- - -- - 
!i) Loan of Rs. xoo lakhs. ( i i )  Loan of Rs. I 50 M s .  - --- ----- -- ---------a - ---- - -- - 
Date of npayrnent Amount Date of repayment .boun t  

Rs. in lakhs Rs. in hkhs .- 
4-12-1966 10 29-3-1967 . . 11; 



(Para 58 of this Report) 
MINISTRY OF WORKS AND HOUSING 

O.M. No. 5/15/64-Bt d ~ t e d  93-65 

Hotel Janpa th 
"What is the reason for thr. Ministry to  come to the conclzosion 

that if fresh tenders were invited the catering rates were likely to 
be higher?" 

The catering contract was initially entered into in September, 
1956 for the period upto the 31st December, 1959. The question of 
its extension was taken up in July 1959. It was finally decided on 
the 11th August, 1959 to renew it for three years on the existing 
terms and conditions as the prices of wrious commodities had in- 
creased. The index number of wholesale prices, as published by the 
Economic Adviser to the Government of India, shows that while 
the annual average of the price index of food articles was 99.0 for 
the year 1956, it rose to 106.8 in 1957, and 112.0 in 1958. For the 
month of July ,  1959, when the question of renewal of the caterer'e 
agreement wles under consideration, the price index was 121'0. The 
tendency of the index number of other commodities had also been 
on the increase. Whereas the index number of the prices of "all 
commodities" for the year 1956 was 102'7, i t  had risen to 116.8 for 
the month of July, 1959. 



APPENDIX XXI 

(Para 59 of this Report) 

MINISTRY OF WORKS AND HOUSING 

O.M. No. 5/15/64/-Bt., dated 93-65 

Hetel Janpath. 

Statement showing the details of outstanding amount of Ra. 51,050 
from licensees of show windows etc. at Hotel Janpath and the 
period for which the same had been outstanding and &ion 
tuken to recover the same. 

S1. Name of the Part). Period Amount 
No. (in Rs.) 

ppppp 

(I) S/Shri Rasant Kurnar and P. C. Jain Lirrnce fee . q-10-59 IO,~WOO 
to 

23-10-62 

Electric Charges . 24-10-56 933.81 
tD 

(Electricity disconti- 3-66 I 
nued on 3-6-61 ---- 

1 1 4 3 3 . b  

(a) Shri S. N. Mehta . , License fee . 15-12-60 I ~ , I I ~ W I  
to 

Elec. charges . I 10-57 
(Elcc~ricty disconti- t o $ x ~ ~ r y  

nued on Jan. 62.) 1962 

(3) The RaimthPn H a d &  Emporium Linnse fee . 1-342 
to 



(4) The Punjrb Govt. Cottuge Emporium Licence fee . 20-3-63 11-84 
to 

( 5 )  Shri S. P. Qpahi . . Licence fee . 8-1-62 22,282.19 
to 

31-3-63 

( 6 )  Mia. Nirula Copper Bmar . Elcctricchorgcs . 5/61 149.84 
to 

2. The amounts outstanding against the three parties Listed at 
serial numbers (3), (4) and (6) ebove have been finally cleared on 
the dates given below. 

The Rajasthan Hndicmfts Emporium , 4th Feb. 1964 

The Punjab Govt. Cottage Emporium , I 5th Feb. 1965 

hys. Nirul.1 Copper Bamr , 17th Nov. r 9 6 J  

3. As regards the arrears outstanding ageinst S/Shri Basanl. 
Kumar and P. C. Jain, it may be mentioned that the premiaes were 
allotted to Shri Basant Kumar on leave and licence basis for 3 years 
with &ct from the 15th Oct., 1956. On the expiry of the term under 
the lease, Shri Basant Kumar did not vacate the premises and Shri 
P. C. Jain, who had come into occupation through Shri Rasant 
Kumar, continued to occupy the premises unauthorfsedly. 

Shri Jain was evicted from the premises on the 2lst February, 
1982. 

Proceedings for recovery of damages for the unauthorised occu- 
pation by Shri Jain for the period ending the 23rd September 1980 



were instituted before the Estate CMlcer and he decreed, on the 29th 
October, 1960, that damages for the period from the 24th October, 
1959 to the 23rd September, 1960 are payable by Shri Jain at t h e  
rate of Rg. 3,500 per annurn. This decree was, however, set aside 
in appeal and the case remanded for re-trial. This remanded case 
was finally disposed off by the Estate Ofacer on the 26th August 1964 
and a decree for Rs. 3,924.09 passed in favour of the Government. 

Another case for damages for the period from the 24th Septem- 
ber, 1960 to the date preceding the actual eviction rziz., the 20th 
February, 1962 and for recovery of charges for the electricity con- 
s h e d  by the unauthorised occupants, was also taken up by the  
Estmte Ofilcer in June, 1962. A decree was passed in favour of Gov- 
ernment on the 20th July 1963 for an amount of Rc. 9.111.34 as 
follows: 

Krr. 
(a) Damages at the rate of Ks. 6,3031- per annurn for the period of un- 

authorised occupation from the 24th September I* to the 20th 
February 1962 . 8,893.38 

( b )  Charges for electricity for the period from the 8th June 1960 to the 
3rd June 1961 when the electric connection was cut off. 2 1 8 . ~ 6  

99,111'34 

Thus the total amount outstanding and decreed as above against 
Shri P. C. Jain for the unauthorised occupation for the shop in Jan- 
path until eviction on the 21st February, is Rs. 13,035-43. The re- 
covery of this amount is, Ilo~vcver, held in abeyance under stay 
orders of the competent Appellate Court. I t  is regretted that the 
entries in the Ledger had not been brought u p t o d a t e  ~t the time 
of the Audit Inspection and showed the arrears on account of the 
licence fee at the rate mentioned in the expired Licence Deed. 

4. The position about action taken against the party listed at 
serial number (2) above (Shri S. N. Mehts) is as follows:- 

-- - --- - - -- - - - - -  - 
Period to Amount Date of Date of 

Nuure of demand t which claimed ref. to decree b! Remarks 
demand 'in Rs.) Estate Estate 
permins officer officer 

I 2 3 4 5 6 

Lictna ke . 15-12-60 1,030.70 22-6-62 12-10-62 The certificate for re- 
to comry issued by the 

8-3-61 estate officer WPO 
withdrawn because 

N&c charges r ~ - r o - ~ 7  985 90 Shri M a h a  promised 
to to pay the sum in equal 

Feb. 61 i n s t b e n t s  of Rs. 
200. He poi d only 
Rs. 716.60. Prteh 

2,916.60 certificate wna issue& 
to Collector on - -- - - -- 



1.10.63 for ncomry of 
the brhnce of Rs. 
2,2001- against which 
Shri Mehta has paid 
Rs. r /o~o/-  so fa:. 
Further recovery IS 
awaked through the 
Collector. 

Lianse fee , 9-3-61 21,994.5;! . . The amount of Rs. 
to 28,516.82 includes a 

28-5-62 sum of Rs. 14,321'32 
Electric charges March 61 291.60 on account of da- 

to mages claimed for 
unauthorised occupa- 

Jan/62. tion. The proceed- 
License fee . 39-5-62 6,230.70 18-12-63 ings before the Estate 

to O5cer for recovery of 
the amount as arrears 

1-10-62 of land revenue - had to be suspended 
28,516.82 because the party 

appealed to the Dis- 
trict Court and ob- 
tained stay orders on 
the 15th January f965. 
The matter is sub- 
judice'. 

-- - --- - - - - - ----- 
5. The position about action taken against the party listed at 

serial number (5) (Shri Kapahi) is given below: 
-- -- 

Period to Amount Date of Date of 
which claimed ref. to decm by 

Nature of demand demand (in Rs.) estate estate Remarks 
pertains officer officer 

-- 

L i e ~  fee , 6-7-61 zz,5m.w 4-12-62 7-~a-62 The 'Estate Officer' 
to iasued notice for pay- 

5-10-62 ment against which 
Electric charges . .Feb. 62 215.82 Shri Kapahi paid 

to Rs. 4,715'82 only, 
Aug. 62 

22,715 -82 

3-4-63 Fresh recovery certi- 
ficate was issued for 
the payment of the 
balance of Rs. 18/ooo/- 

Further payments have since {been made by Shri Kapahi es d e  
.tailed below: 

-- ---. - - -------- 
Date of payment Amount in Rs. ' - - ---- 

5-6-1963 97.92 ) Direct payment. 
30-9-r9'33 . 43P3.03 

- -  41597'92 -- - 



Date of Payment Amount in R8. 

At present, the amount outstanding against him for the period 
,ending March, 1964 is Rs. 23,865.60. On the 20th January, 1965, the 
'Estate CMlcer' was requested to effect recovery of this amount as 
=sears of land revenue. 

C. P. GUPTA, 
Joint Secretary to the Government of India. 



APPENDIX XXII 

(Para 59 of this Report) 

Statement furnished by Audit showing the detaikr of expenditure 
incurred by the caterer of Hotel Janpath, on the employment of 
Room Bearers etc, before a d  after 1st August. 1962. 

The following statement shows (i) the minimum number of per- 
sons which the Caterer was actually required to employ prior to  1st 
August, 1962 in terms of the Agreement, (ii) the number which 
was actually in the employ of the Caterer, prior to 1st August, 1962 
(iii) the addition to existing staff which he was required to make, 
in consideration of which he mas allowed increase in the rates: 
-. - - - -- - - -- - -- - - -- - -- - - - -  

Alinimum Persons Short- Add~tlonal 
No, of actuall! t i l l  (-) 

persons in Increase over the 
required employ - )  existinr 
to be prior sta f f  ir, 

employed to c o d -  
prior to I -8-1962 deratiorr 

I -8-1962. (Based of which 
on n increase 

statement allowed 
on the 

Ministry's 
files 

leading 
to the 

decision 
to enhmcc 

the 
charges 
of the 

Caterer. 

Room bearers . 50  36 (-114 I 8 
Pantrymen . 18 1 4 !-I 4 6 
Sweepers . 63 3 2 (-13 1 2 2 

Floor Attendants 36 2 (--)34 I; 

House Keeper . r I I i 

Page Boys and Porters 12 I 3  (-1 1 3 
.. 



The net decreaselincrease in the number of staff required to be 
employed by the Caterer w.e.f. 1st August, 1962 as compared to tbe 
minimum number which the Caterer was required to employ before 
this date, under the agreement thus works out as shown below: 

Decrease Increase 
b i k i  -- 

9 

No. Cost No. Cost 

I .  Room bearers . . . . 4 4 ~ 8 5 =  Rs. 340 

2 .  Pantrymen . . . . . 2 2 x 8 5 ~  Rs. 170 

3.  Sweepers . . 9 9 x 8 5  Rs.765 . . . . 
4. Floor Attendants . 26 26x150 Rs. 3,900 . . . . 
5 .  Housc Keepers . . . r 1x300= Rs. 303 

6. Page boys and Porters . . . 4-85= Rs. 340 --- - 
TOTAL . 4,665 &. I , I ~ C I  - ----- 

Net decrease-Rs. 3,s I 5 .  



APPENDIX XXIlI 

(Referenr~ Para 68 of this Report) 

Statement Shoanng the Construction of all types of quarters at Ramakrishnapurm, Near Delhi. 

S. No. Group of quarters Date of Date of Date of Date of handing Time h g  
acceptance Provisional acceptance over the quarters beetween 4, & 6 
of tenders completion of tenders to Estate Office. 

for of Bld. for sanitary & 
building portion. water Supply 
portion. installations. 

CONSTRUCTION DIVISION No 8 

Months 

I I32 'E) . 25-6-58 19-12-59 8-3-60 

2 56 'F' . 28-10-58 16-2-60 22-9-60 

2 68 'F' . 28-10-58 6-2-60 11-1 1-60 

4 108 'F' (Group 'A') 7-5-58 I 6-6-5 9 I 8-2-61 

ro8 ' G' (Group 'R'? I 2-5-58 16-6-59 18-2-61 



6 IOS 'G' ("Group 'C') 

7 116'G' 

8 80 'G' 

9 84 'G' 

10 196 'G' 

I I 200 Class IV 

1 2  192 Class IV 

I3 256 'H' 

14 84 'E' 

CONSTRUCTION DIVISION No. IV 

2 192 'E' 25-9-58 2-1 1-60 3-7-60 I 5-12-62 (188 Qrs. only 25 
rs. not 

constructed. YQ 



-- - -- - 

Months 
4 roo 'E' 7-1 1-58 23-6-61 I 1-1-61 30-1 1-62 I7 
5 140 'G' . 22-11-58 . . 16-5-61 (82) 18-1-63 

(58) 24-1-63 

6 88 'E' 8-10-58 23-6-61 I 1-1-61 24-12-62 j ( 2 0  Qn.) 
11-12-62 [(68 Qrs.) 

CONSTRUCTION DIVISION No. I1 

16 'G' 

104 'E' NH I11 . 

104 'I? [NH 111 (Reb) 

104 'E' INH I1 (R) 

88 'E' 

8 'E' 
?6 'F' 
200 'H' (Group,'NHII) I11 
200 'H' ( GrouplNHII) 
232'H'!NHIII . 





APPENDIX XXIV 
(Reference Para 71 of the Report). 

MINISTRY OF WORKS & HOUSING 

Note explaining the reasons f o ~  the Electrical Stores wo~th  
Rs. 5,47,000 lying surptus since 1959 [item 2 of ( A )  of Pura 84 
of Audit Report (Civil) 19641. 

For various construction works in the Department a number of 
electrical materials like cable fittings, switch-boards, ceiling fans, 
welding electrodes etc. have to be arranged in advance. Adeq~late 
supplies of spare parts have also to be kept in stock in order to kezp 
plants and machinery 01 the Department in good condition. Since 
in most cases such materials are of substantial value, indents have 
to be placed on the, Director General of Supplies 8: Disposals. Th? 
processing of indents and finalisation of contracts for snpplios take 
anything between six months to one year. In view of this, p r x u r +  
ment of stores in advance is considered a normal necessity. 

The stores mentioned in the Audit Para were purchased from time 
to time many years ago for various projects undertaken by the 
Department. In 1961, the Chief Technical Examiner made an ins- 
pection of the stores in the Central Electrical Stores Divisior,, which 
were comparatively in less demand out ol the stock held. Such sur- 
plus stores were categorised by him according to likelihood O f  their 
being utilised on works. The total value of such materials at the 
time of inspection on the 1st October, 1961 was Rs. 12.71 lakhs. In  
February, 1962, the Chief Engineer formed a committee of all the 
Superintending Engineers (Electrical) and the Superintending 
Surveyor of Works (Electrical) to review the posjtim and suggest 
ways and means of utilising these materials. The Committee made 
recommendations for utilisation/disposal of items in stock from time 
to time and is still functioning. 1 

A statement showing the position of materiaTs as on th? 1st 
October, 1961, 1st July, 1963 (as indicated in the Audit Psra) and 
6th February, 1965, is attached. The present position of each c a t s  
gory is indicated below:- 

Category 'A'.-The balance on the 6th February, 1965, was 
Rs. 77,143.32 Paise. Out of this barance, Survey r e p ~ r t  
for rrra.terials worth Rs. 5,588-31 Paise has been prepared 



on the recommendation of the aforesaid Committee, for 
disposal by auction through the Directorate General of 
Supplies and Disposals. The balance will be utilised or 
disposed of in about two years' time. 

Category 'B'.-On the 6th February, 1965, the balance was nil. 
Category 'C'.-Out of the balance of Rs. 57,796-31 Paise as on 

the 6th February, 1965, items worth Rs. 31,823-18 Paise 
have been included in a survey reort for disposal by 
auction on the recomm~ndation of the Committee. The 
Survey report is likely to be sanctioned shortly. I t  is 
expected that the balance will be utilised in about two 
years' time. 1 

Category 'D'.-The balance on the 6th February, 1065 was 
Rs. 40,244-28 Paise. The materials included in this cate- 
gory are mostly spare parts of engines of various makes. 
Persistent efforts have been made to utilise the machine 
parts in the various units of the Department which 
maintain such machinery. The State Governments and 
other autonomous bodies incharge of various projects 
have been contacted to ascertain whether they can make 
use of these spsre parts. Some enquiries have been re- 
ceived from various quarters. If it is felt thct there 
is no demand for these parts, necessary action to dispose 
them of will be taken. 

Category 'E'.-The balance as on the 6th February, 1965, was 
Rs. 17,620-47 Paise. This category also includes spsre 
parts of road rollers worbh Rs. 8,118. Similar action a s  
in the case of items included in category 'Dl is b2inz 
taken in respect of this material, 

(Min. of W. & H. V.O. No. 8 (4) 163-WIT dated 18-2-65), 



-- 
ANNEXURE 

- - 
Category according to C.T.E. Category Balance on Balance bn Balance on Remarks. 

indicated I- 10-61. 1-7-1963. 6-2-65 
in (as per C.T.E's 

Audit report) 
Para. 

-- -- 
Surplus materials which can be 

utilised cn works within 2 to 
3 yea.= ; or for which there 
1s kttle chance of utiiisation 'P 10337,091 ' 77 4,037583'49 77,143'32 Rs. 4,03,585-41 taken as 

Rs. 4.04 iakhs in Audit 
Report. 

Materials which can be used by 
m edification in the specification 'B' 8,917.30 4,838 oa - .  Taken as Rs. 5,000 in the 

Audit Para. N 
Materials and spares for which w w 

there is a very little chance of 
utilisation in the Department 
(special items like spare pans 
of engines) . 'C' 84,272- 00 69,458-56 57,796'31 Taken as Rs. 60,& la 

the Audit Para. 
Statement of spares which can 

be retained for use of the 
Department . 'D' 73,042 '27 51,245 '95 49,244-28 Taken as Rs. 51,ooo in 

the Audit Para. 
Statement of spares and miscel- 

laneous materials of which 
there is some chance of utilisa- 
tion by coordination ' E '  68,796 . 89 27,316'47 17,620- 47 Taken as Rs. 2 7 , m  in the 

Audit Para. 



APPENDIX XXV 
(Reference Para 79 of this Repart) 

GOVERNMENT O F  INDIA 

MINISTRY OF WORKS AND HOUSING 

SUBJECT.-Appendix I o j  the Repott (Civil) 1964. Item regarding 
overpayment of rent under the Directorate of Estates. 

In  Appendix I of the Audit Report (Civil), 19G4, the following 
note is inserted under the "Directorate of Estates". 

Gvcr~ajmcnt cf rcnr-An cveryqrncnt of Rs. The mistake came to the 
1o,o4g was made to the landlord of a building notice of the Estate, 
during the rericd frcm 1st August, 1946 to hlmager, Calcutta after 
gcth h'cvtr.kcr, 1957, cn ecccunt of the 12 years in January, 
frct that talccny q-rce yrovic'cd in the build- 1958, and the payment 
ire, uhith the Cc~t rn r r tn t  k d  carlier of rent for this space 
cccupied and for ~ h i c h  additicnal rent was was stopped from 1st 
being raid to the landlord, continued to be December, 1957. 
ya'd c'\ ev aftc r thc s p x c  c~astd to be used 
by Govcrtment. The amount overpaid for 

the past period had not 
been recovered so far. 
The disciplinary aspect 
of the case is stated to 
be still under considera- 
tion (July 1963). 

2. The Public Accounts Comn;lA!ee have now desired that a note 
tndicating the  latest position may be fur,?ished t o  it. 

3. The latest position is given 'sclcrw:- 
(a) Recovery of amount o v e ~ c i d  to  the 1andZord.-As a rr- 

sult of negotiations with the  previous landlord and the 
present landladies, the latrr  hcve agreed to refund the 
amount of overpayment provided the building or at  
least the  ground floor of the building is dercquisitioned 
in their favour. It has since been decided to derequisi- 
tion the  ground floor of the building. The Ministry of 
Finance have instructed the Income Tax Department 
which is at present located there, to vacate the ground 
floor. The Estate Manager has also bcen instructed to  
derequisition the  ground floor as soon as it is vacated by 



the Income Tax Department and after recovering from 
the present landladies the amount overpaid 

(b) Disciplinary aspect of the case.-Shri G. C. Mitra, the Estate 
Manager concerned has since died. Of the two clerks, 
who dealt with this case, one ha; since died and the 
other has already been dismissed from Government sor- 
vice because of involvement in a criminal case. 

The question of fixing responsibility of the Divisicnai Accountant 
concerned is still under examination in consultation with the Ac- 
countant General 





-- __q_ - ___- _ _ - - -- .- - - --------- ---- 
I 2 Finance The Committee regret to note that even in February, 1963 when 

the supplementary grants were obtained, the Ministry could not 
asseas that they would not be able to complete the asssy of gold 
worth more than Rs. 5 crores before the end of the financial year. 

The Co~nmittee observe, however, that these orders regarding 
making of lumpsum provision cn rough assessment of expenditur3 
were issued only in June, 1962 and could not have influenced the 
budget provision made for the year 1962-63 which should have been 
regulated in accordmc? with the orders of August, 1958. The Com- 
mittee would be glad if in the light of the glaring cases of over 
budgeting pointed out in this Repnrt the necessity for making lump- 
sum budget provision for schzmes without adequate financial scmt 
tiny is reconsidered by Minktry. 

Fi-ance (i) When the Committee are glad to note that the overall percen- 
All Minist! ies tage of savings during the year 1962-63 had come down to 1.7 only 

from 11.9 in the year 1961-62, they find thqt in as many as 55 indivi- 
dual grants the saving; exceeded 10 per cent of the total grants and the 
percentage in these cases ranged between 10-26 per cent to 70 per 
gqt .  $12 t h g e  circumstances the Commjtteo cannot help obse~ing  



that there is still scope fcr improvement in budgeting and control 
over expenditure. Since large savings are indicative of loosp budget- 
ing in the sense that these prove the inability of the Departments to 
spend usefully the funds to the extent anticipated, the Committee 
would suggezt that administrative Ministries should make efforts to 
frame their estimates more realistically and with a greater degree of 
precision to avoid a supplementary grant which cannot be utilised. 

(ii) It was stated in the c3urse of evidence by the Secretary, 
Department of Expenditure th2t double provision cscurs because of 
technic31 reasons, and this really inflate; both the sanctions and the 
savings. The Committee would like the Ministry of Finance to 
examine the extent procedure in this m3tter to see if this position 
cannot be improved upon. w * 

Tho Committee regret to note that the budget provision was made 
for the scheme (for grants for evening Colleges and Correspondence 
Courses) in anticipation of its implementation during the year as a 
result of which there was a swing of 99 per cent of tho original pro- 
vision. The Committee also feel that the time taken by the E x p r t  
Committee in submitting their report was unduly long. 

The Committee have been furnished with a copv of the R e p *  of 
the Departmental Enquiry into the affairs of th. Vishwayatan Yoga 
Ashram together with a Supplementary Report. 

4 The Committee note with regret that there are aUo@iona of 
misappropriation etc. They would like to be informed of the final 
outcome of the case. - - 
T- - 



6 9 M;n. of F. & A. The Committee are surprised to learn that provision in the budget 
( D ~ ~ ~ ~ .  of Ag;icultute) was made for State Plan Schemes without ad2quate advance yre- 

Fl~ance parations. The Committee deprecate such tendencies in the Mlnis- 
tries as this results in unnecessarily inflating the estimate3 and 
thereby locking up funds which could be better utilised in other 
schemes or projects. 

The Committee are unable to understand why these schemes for 
development were not received from State Governments when they 
were already examined by the representatives of the State Govern- 

W ments, Planning Commission, Ministry of Finance and the Adminis- cp 

trative Ministry concerned. It appears that there is scope for better 
coordination amongst the various authorities concerned so as to 
achieve better results. 

The Committee would also like to watch through future Audit 
Reports the working of the new system (to be introduced from 1st 
April, 1965) with regard to the verification by Audit of the utilisa- 
tion of the amounts given by the Central Government to the States 
as grants or loans. 

M:n. of F. & A. (i) The Committee find from the note furnished that as many as 
WW~L. ot Food) 10 ccntres for the construction of the godowns had to be dropped 

due to various reasons. In some cases it was found later on that 



&me other site was more suitable and in one case the proposal was 
dropped as construction at the site was later on found unnecessav. 
What the Committee do not understand is how original propassls 
for the construction were made when subsequmtly they were not 
lound to be feasible. This only indicates that the schemes were 
sanctioned without a detailed scrutiny involving various problems 
connected with them. 

The Committee also note that in November, 1961, the Ministry 
accorded approval for inviting global tenders, in the first instance. 
for the construction of flat stcrage godowns at only three centres, 
namely, Manmad, Borivilli and Kanpur as their intention was t3 
finanalise the designs and the handling equipments for the godowrls 3 
on the basis of the tenders received, before progressing the construc- 9 
tion proposed at the other three centres at Jinjirapole, Kandla and 
Ahmedabad. If, as stated by the Ministry, construction of flat storage 
godowns was being taken up for the first timc? in the country, and a 
beginning was to be made with three centres in the first instance, 
the Committee fail to understand why budget provisions was made 
for the other centres before the results of three centres were known." 

(ii) As regards non-availability of land in time, the Committee 
have been informed year after year about the delay in acquiring land. 
They would desire this matter to bo taken up with the State Govern- 
ments and other authorities concerned so that this delay could bs 
reduced to the minimum extent possible. 

I 
.- _ _ -- --- -- 



9 12 Health 

\ 

-- - - 
I 2 3 4 

- -- - 
The Committee f 4  unhappy that some important schemes such 

as relating to flood control and similar calamities in Delhi could not 
be implemented by the Corporation partly due to lack of material 
and personnel and partly due t3 the fact that the schemes wore not 
sanctioned expeditiously. This in the opinion of the Committee dis- 
closed a sorry state of affairs and lack of coordination which affected 
ultimately the public in general. The Committee desire the Ministry 
of Health to investigate such failures and to ensure that important 
schemes like flood control measures for the Capital do not suffer 
owing to lethargic approach of the authorities concerned. 

10 13 Strel and M i ~ e s  - 
(~epttTof MinG & 
Metals) 

Stet and rC1it.e~ - 
( ~ T ~ i o f  Mines& 
Metals) 

T ~ P  Committee regret to note that a sizeable portion of the 
equipment could not be procured because the dates mentioned against 
the accepted renders could not be adhered to by the supplier. 'rny 
also find from the statement furnished about procurement of vehicles 
through D.G.S.&D. that there has been delay in supplying the vehiclss 
in every case. The Ccmmittee would like that steps are taken to 
ensure that such delays are avoided. 

The Committee consider it unfortunate that due to lack of tech- 
nlral personnel the work of the GeoJwical Survev of India had b ~ e n  
affected and agsinst the target in drilling of 55,730 metres during 
1962-63 only 28.290 metres of drilling could be done. It appears to the 
Committee th3t people with the technical knowledge are available ' 
but they are not attracted to the posts offered by the -try owing 



Finance 

to the pay scales not being attractive. The Committee would, t h e r e  - 
fore, suggest that the Ministry in consultation with the Ministry of 
Finance should conslder urgently as to what should be the appro- 
p r ~ a t e  p;ty scale for the post of Assistant Drllling Engineers and take 
a deemon accordingly so that the work of the organlsatim does not 
suff epr. 

E 'ucatiorl The Committee are unable to accept the reasoning of the Minis- 
ki11anc-1 try of Finance that sin-e an expenditure of R;. 1 lakh had already 

been incurred, there was no point in obtaining an advance from the 
Contmgeney Fund. The Committee are of the view that the advice 
given by the Ministry of Finance to the Ministry of Educa~ion Tor 
mzeting the expenditure on National Foundation for Teachers' 
Welfare out of the savings within the grant without obtaining a 
specific vote of Parliament was not correct. While the Committee lp, 
fully appreciate the laudable object of the scheme to promote the 
welfare of the teachers generally and to alleviate dis-ress among 
teachers and their dependents in indigent circumstances, they feel 
that this was an expansion of the fi-ld of normal Gxmnment  activity 
and as such, the scheme should have been treated as a 'New s e r v l c ~ '  

The Committee do not accept the view that the setting up of the 
Gold Control B ~ a r d  was a part of ncrmal activity. It was definitely 
a 'New Service' for incurring expenditure on which a token grant 
of Parliament should have been obtained. 

14 17 Health 'Finaxe The Committee do not appreciate the advice given by the Minis- 
try of Finance in this case for diverting funds from the saving; for 
giving grants to private medical colleges. The fact that subsequently - 



I 2 3 4 

necessity was felt of opening a separake sub-head so that at  least in 
future the expenditure could be brought to the notice of the Parlia- 
ment also confirms the Committee's view that the expenditure on 
this axount  should have been treated as a 'New Service.' 

15 I 8 Finance 

r6 19 Finance 
I 

In view of the legal opinion expressed i t  appears that the rem-  
larisation of an expenditure on  a "New Service" which is adjudged 
as such after the close of the year cannot be made by resolution of 
Parliament. In the circumstances, the only alternative to get over 
this lacuna appears to be to make a suitable amendment to the 
Constilution laying down a procedure for regularising expensture 
on a New Service not covered by the grant. The Committee desire 
the Ministry of Finance to initiate action axordingly in consulta- 
tion with the Ministry of Law and the Comptroller and Auditor 
General a t  an early date. 

(i) The Committee are a little surprised at the view exprezsed 
by the Secretary, Ministry of Finance (Deptt. of Economic Affairs) 
that commitment charges were not an unknown feature and i t  was 
to be taken as a general assistance to industry. By this slow utilisa- 

1) tioq of loan amounts and payment of comm:tment charge5 neither . 
thz government nor the industry got any bmefit. They are  unhappy 
to note thst th? negotiating t w m  did not examine the schemes of 
the collieries and only went by their verbaI assurances and commit- 
ments. Had a proper scheme been prepared, time schedules laid 



down and the ways and means position of the individual collieries 
to finance the schemes gone into the contingency of entering in'o a 
loan agreement for such a large amount to be drawn within a short 
period of time and the consequential payment of commitment 
charge; would have been avoided. It is also regrettable that assu- 
ranqes from the col1;eries were not obtained in writing nor was any 
condition impoyed that in case of abnormal d ~ l a y s  or failure on their 
part they woilld be liable to compensate the loss su5tained by gov- 
ernment by way of payment of commitment charges. The Com- 
mittee regret to note that a huge amount of R4. 31-38 lakhs is spent 
by wav of commitment charges which did not benefit anybody. but 
depleted the Foreign Exchange resource;. In the view of the Cem- 
mittee th:5 loss yas  avoidable if the financial position of the collie- 
rie3 had been examined at the proper time. N 

P 
W 

(ii) Secondly the Committee are surprised at the nature of the 
transactZon wherein apart from the commi'ment charqe there wnilld 
be an annual loss to the gcvernment to a substantial extent. Under 
this arraneemerit Govrrnme?t Davs intere~t  on the loan to the World 
Bank at the rate of 5 1 7 ,  while they receive from the industrv the 
total amount of the loan in rupees. Assum'nq that. Government's 
borrowing in India are reduced to this extent, the saving of interest 
charges will be about 4% aas against the higher rate,pa'd on the 
for-ign loan n l w  commitment pharaec. In  the nreasent case, the 
annual loss will come to about Rs. 30 lakhs apnrox. in addition to the 
commitment chnrres of Rs. 20.04 lakhs alreadv incurred upCo May 
1963. On the other hand the industry has to raise the rupee amount 
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at much higher rate from Banks against the cover of a Government 
guarantee to the extent of 70% on the total amount so borrowed 

The Committee are nut happy about this arrangement whkh  
neither benefit; the industry nor the Government while the exche- 
quer suffers to the extent of the difference of additional interest pay- 
able on the foreign loan and the commitment charges as well. They 
would like Government to examine whether they cannot in 'chis and 
other similar cases devise a suitable arrangement by which an orga- 
nisation representing the coal industry or a group of collierie; could 
take the loan direct from the World Bank on the gaarantee of the % 
Government; in this way the burden on Government wiil be practi- 
cally nil whi:e the collieries will bear interest charge; as well as 
commitment charges if any and will not have to raise loans from 
Indian Banks at higher rates. In cases where the World Bank i3 
not in a position to give loans directly to the Industries con-erned, 
and the Govt. has to step in as an intermediary, Govt. should make 
available the foreign loan-, received to the parties concerned on such 
terms and conditions as will not result in a loss to the public 
exchequer. 

(iii) I t  has been further stated in evidence that there was a de- 
. pression in the coal induitry and the collieries were not enthusiastic 

about the schemes as they were in 1961. The Committee trust that 



@rtpsperut@ps would be taken to see that the roans atmunta p@ 
td for productive purposes without further delay. 

The eommittee deplore the manner in which the Ministry af 
Finance handled .this scheme necessitated by emergency. The rea- 
son that a complete separate machinery for implementation of the 
scheme would have be& very expensive can hardly be accepted as 
valid explanation for an obvious complacency and inaction on the 
part of the Ministry. The Committee are further constrained to ob- 
serve that to implement the scheme introduced on an urgent basis 
w.ef. 1st January, 1963, the State Governments were approached 
only on 27th July, 1963 and later on the work was entrusted to the 
R 9 . A  after a time-lag of about 16 months. This is hardly the way 
the law should be administered. They desire that the reasons for this 
obvious lapse should be investigated and responsibility fixed. 

It was further disclosed in evidence that even now the R 9 . A  
$id not have adequate machinery to deal with the problem fully 
even though about Rs. 5 lakhs were sanctioned to them for provid- 
ing additional staf£ for the purpose. The Committee desired that 
the entire machinery may be placed on a proper footing for proper 
implementation of the schemes and steps taken to remedy the de- 
feats m i m e d  in the Audit Report. The Committee may also be 
M o m e d  of the reviews proposed to be conducted by the Ministry. 

19 23 -do-? 
The Committee fail to understand how ite of the fact that 

tenderers were not coming forward due to %? eir inability to assure 
that the process would give the requisite quantity of silver, the Mln- 
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istry came to the conclusion that there was nothing wrong with the 
process or procedure designed by the firm. They would like to be 
further informed of the basis and circumstances under which the pay- 
ment of Rs 2-4 lakhs was made to the firm even though the desigm 
prepared by them were not utilised. 

The Committee feel that with better planning and co-ordination 
the delay in commissioning the Silver Refinery plant could have been 
minirnised. They trust that the reasons for the delay in completing 
civil works by the C.P.W.D. would be properly inquired into. As re- 
gards the agreement with the firm for supply of machinery and g. 
equipment, the Committee are of the view that, even if a new p m  
cms was involvd, Government should have insisted upon a schedule 
of machinery and equipment to be supplied by the firm being in- 
cluded in the agreement. They hope such cases will not recur. 

While appreciating the arduous nature of the task (settlement of 
compensation claims) and the difficulties involved the Committee 
would like to impress upon the Ministry, the necessity of expedi- 
tion in dealing with such cases. The Committee hope that arrears 
will be cleared within the proposed time limit (financial year 1965-66). 

The Committee are surprised that a Ministry which is responsible 
for the realisation of arrears of rents in respect of acquired evacuee 

p r o m  . - (lo qo( have q h  them lsfomytion r e g w W g  tk Qm up , . .. . 



of the debtors. The Committee are further conskained to note that 
even after 16 years a sizable amount of Rs. 2.5 crores of rent remains 
still to be recovered and the Ministry have failed to liquidate the 
arrears outstanding against State Governments let alone the poor 
individuals. They feel that the Government machinery needs to be 
toned up to plug official delay and to effect better co-ordination bet- 
ween the regional centres, and the Ministry. The Committee would 
further sueeest that if the pilot schemes now being worked out in 
Delhi and Puniab show favourable results. similar schemes may be 
introduced in other States also. In the light of the emerience gain- 
ed, the collection system should be re-oriented suitably. 

The Committee are h a p ~ y  to note that Government have decided 
not to grant remission to those who fail to clear their arrears by 
31st March, 1965. Thev hope that earlv steps will be taken to allot 
remlar shops to occu~ants of the 'khokhas' so that other s h o ~ k e e w r s  
are no longer subjected to any handicap and Government are in a 
position to realise full rent. 

The Committee regret that due to inadequate planninq, vaxilla- 
tion in taking decisions at different levels and hv choosing machines 
without testing their emcacies properlv, Government had incurred 
an emendtture whfch with a prober nlanninct could have been better 
utili-cd. The Committee are at a 10s.: to understmd whv all the 
machines were purchased in one lot and even one was not nut to teat 
to ascertain that thcv would fulfil the expectations. The Committee 

- .  are amazed that Government could accept a prgpaadl +a purchase - 
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' the plants even without assessing properly whether, raw material, 
spare parts and even technical know-how to errect them would be 
available from indigenous sources and whether the products would 
find a market. They further feel that the Government seem to have 
been tempted and had acted in a hurry to adopt the Japanese type 
industries without properly planning the different aspects of the 
%heme in as much as the machine sent to Charbatia was never 
opened, and put to use and was allowed to lie in crates. 

'h) The Committee are unable to accept the contention of the Gov- $ 
enunent that for training purposes the defects were not of a serious 
nature. The Committee would like to stress that while making pur- 
chase of machinery, Government Departments should always ensure 
that it is free from defects. It is beyond the comprehension of the 
Committee how trainees could be benefitted if they had training on 
obelete machines. They feel that public money was unnecessarily 
locked up due to the utter lack of initiative on the part of the Minis- 
try in halising t k  formalities for effecting the disposal of the 
machines. The fact that the machines could not be disposed of even 
dter two years of a decision taken in this regard, according to the 
Committee, does not speak highly of the procedural eiliciency. They 
urge that without any further loss of time, the machines be disposed 
4 



do-  

do- 

'hi committee may be informed ai thC latea W t i d  f@g%liilg 
thC recovery of the balance of the loan amountfng Rs. 4.2 la& fr& 
certain Cooperative Societies. 

The Committee observe that the irregularity (extra expenditmd 
in deputation allowance) came to light only when it was pointed out 
by the Deputy Accountant-General. The fact that the oBcer was on 
dtputation tq the project should have been known earlier from fhe 
orders appointing him to the project and other papers from his per- 
sonal file. The Committee hope that such irregularities will not recur. 

The Committee desire to be informed if the reduced amount of 
Rk. 20,366 (as damage to roads) has 9incc been accepted by the Sta* 
Govemment and paid to them. 

The Committee feel that even if there is no mala-fide in these 
transactions, (local purchas of spare parts) the action of the o&er rg 

concerned was clearly and deliberatelv designed to circumvent tbe 
rules and resulted in an extra expenditure. Thev feel that the issue 
o£ warning to the Transport OPIicer was not a sufftcient punishment 
in this case. The Committee feel that the supervision in this case wiii 
also weak. ! 

$9 32 -do- The Committee are of the opinion that having regard to the negli- 
progress that was made durine the veai-s 1958-66 in Settling 

&&ee familib, the purchase of dal should have been re&lattid Wi# 
kme  decree of caution. 

30 -- 33- - &  -. . 
,C ti$ 'he  cammitt& fee1 that the scheme 6f pfaduremCnt 6edd hSia 

its sale to the displaced persons was prepared without any rca~s t ic  
. - - .Y.. -r--.. .- . . ... . . asseasmerit demand, and that no care wu taken to keep dal under 
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p6krsturage as a result ofwhich a sizeable quantity b d e  un6- 
eumable within a period of two years. If the condition of &l oM 
checked from time to time, the extent of deterioration would not have 
been so great and the loss to government would have been less. 

The Committee are of the view that the Dandakarnya Develop 
ment authority at the time of giving extension to the Supplier should 
have taken into account the changed circumstance3 viz, (i) the 
arrival of less number of displaced persons; and (ii) the slow con- 
sumption of dal by the displaced persons; and they should have avail- 
ed of the opportunity for cancelling the unexecuted portion of the 
order. This would have minirnised the loss on this account. 5 

(ii) The Chief Administrator had informed Audit in Bkbruary, 
1966 that the observance of formalities prescribed by the rules delay- 
ed disposal of the material when i t  was still good. The Committee - 
regret to note that failure to attend to usual formalities promptly 
had delayed disposal of goods. The Committee would suggest that a 

Dandakarnya Development Authority should prepare estimates mom 
realistically, and improve the system of inspection of s t o ~  so that 
similar cases do not recur. 

3 1 34 Steel & Mines The Committee regret tomnote that there is a good deal of delay 
(Depr. of Iron & Steel) on the part of the Department in adjusting the claims of producers, 

which has been stated as one of the reasons for not pressing the pro- 
ducers to settle the outstanding amount due to the Equalisation Frmd 



b e  committee are of the opinion that the difiiculty about d d & b  
tation etc. is not of such a nature as could not be overcome by the 
Department. In this connection, the Committee would like to draw 
the attention to their earlier observation contained in para 85 of their 
Eighth Report (Third Lob Sabha) wherein they had observed that 
undue delays in recovering outstandings due to the Fund as also long 
standing differences with the main producers indicate that the work- 
ing of the Fund is not quite satisfactory. 

The Committee desire that the recovery of the outstanding amount 
of about Rs. 4 crores which is due to the Equalisation Fund after ad- 
justing the claims and counter claims (about Rs. 19 crores expected 
to be received and about Rs. 15 crores payment out of the Fund) in 
respect of past adjustments should at least be collected on account. . , 
The Committee also desire that a decision on the question regarding ' z  
the difference in the price of imported steel and indigenous steel 
which is stated to be under consideration may be taken at the earliest. 
If necessary, a team of officers including a representative of the Minic 
try and of the Iron and Steel Controller and a representative of the 
Comptroller and Auditor General of India may be deputed with a 
specific direction to settle he outstanding at the earliest possible drta 

Do. The Committee are surprised to note that the Government have 
no special control over the Joint Plant Committee even though they 
have made an initial advance to that Committee. It would be dif8cult 
to ensure, in the absence of any Governmental control that the W 
tructions issued by the Government to charge common Wight from 
aU the consumers will be followed by the producers. 

4 



Iron & steel 

Pr'orii a Statement furnished at the insttinct? of tW t?aihBEM;&FtQ 
Is noted ttiait the amount payable ti9 the 3.P.C. tafttarde 
Equaridatiotr. is Rs. 28,08,555.04 and that the monklily ttens&etIens @f 
W J.P.C. also run into seyeral lakhs of rupees. The Cmmdttse 

d the opinion that when a scheme has the smction of the QW- 
eramat and funds*aecumuIate as a msult thereof, there a)ledd @ 
e e  ef statutory eogtrol over the funds- For this p q m s e  4& 
pmpeaed Bill la put it on a statutory footing shouid be b r a a h  
b e h e  tjw Parliament as early as possible. 

'&4 &!i*itt'ee sug@s€ that thd d6l.iiiob 6fi tfie' ri$dk€ 6f &dd 
Wo& $ftldy ~ e h i  appointed by the Deprtrfidnt fii- a*- ffie 35% 
tdz$ of woik left aiith the office of tlie Irtiii aiid St6ei Caiit& ad 
a re$jlt pf deconfrol and the requirements of && ajlpropiEatti fi.fB< 
&tk' *i& are stated to be under c o ~ i ~ a t i o n ,  may & e e &  
and B e  committee i&onn~d of the final oukome. A$ tk ifP 
ths oace of 4he Iron and Steel Controller would be much less with- 
ottt 25-1 Egualirntion m d  and retentiun price dement, the C6aa- 
mitt&! dadre' &at st- should be taken to achieve maz&aum eenabw 
in' feged te etaff in that &Ice. 

'fhe eoijiitteG iuggest that the pPiocess of Gttl-- thk 6oifxiSF 
cl&n$ of the p$ jieg (main prduc~!s  uf &t%f) piice@d stioiihf Kt# 
-ted .m that tk net t inioWa dvt &'~n @a c@G +&& doh fbq I@ poplbb  BY 



40- The Committee suggest that steps may be taken tg convene the 
proposed mhting at an early date if not already done with the 
Accouhts Importers and Audit repre&ntatives for the realisation 61 - 
outstanding bills. 

do- Fro@ a note furnished a t  the instance of the Committee it ie 
noted that a Demand Notice was issued on 6th January, 1965 for 
Rs. 10,64,752.95 but an amount of Rs. 75,000 only has been received 
on 2Of3 January, 1965 by the Department. When no permission 
was grant& to the party to make payment of the outstanding 
amount in inijtalments, it is not understood under what ciicumstthic- 

the Department had accepted the payment of Rs. 75,000. It JS 
also not dear whether the Department have contemplated any fur- 
ther action against the party for the recovery of the huge balance. 
The Committee view with concern the manner in which the Depart- 
ment are p~oceeding in this ease which is pending for a pretty long 
time. The Committree are unable to understand the inability of the 
Iron Lind Steel Controller to ascertain the amount due €0 the firm 
on amount of transport charges and railway freight. When fhe 
A r m  had represented that some amount was due tu them on accaftat 
of transport charges and railway freight but were unable to find the 
s-tiag documents, the Department had granted them a time 
limit till l* December, 1963 to subnhit their counter clafriis and h&d 
accept&¶ f i e  paynient in instalments of Rs. 40,006 fd forii M&tB3. me Committee feel that efforts should have been made by the iron 
end Steel Controller to ascertain the real position before the firm 
was granted a further time limit. . 

r r ) .  - - " . ,  - , -- a .  - - - -  



The Committee fail to understand as to why this amount was 
allowed to accumulate to such an extent and why it was not malie- 
ed in time. 

* R 
The Committee suggest that stringent measures may be taken 

recover the outstanding dues from this firm. The desirability of 
Aling a civil suit may also be examined. The Committee would like 
to be informed of the further action taken as well as about the p m  
gress of recovery in this case. 

Iron & Steel The Committee trust that suitable steps will be taken by the De- 
par tnlent to liquidate all the outstanding counter claims within a 
r e a s o i ~ a ~ e  time. 

-do- The Committee suggest that vigorous efforts should be made to 
recover the special advance and they would watch the progress of 
recovery through subsequent Audit Report. 

-do- (i) The Committee consider it most unfortunate that due to the 
failure of the firm, the Railways had to make risk purchase of steel 
at a higher price. The Committee regret to note that there was inor- 
dinate delay on the part of the Department in supplying documents 
to the firm. The firm called for the documents regarding the risk 
purchase of steel in December, 1961, but action to get the particular0 
from the Railways was taken only in February, 1963. Some of the 



documents were received from the Railways in October, 1963 and a 
few others in March-April, 1964. They were sent to the firm from 
time to time. 

(ii) The Committee are further surprised to learn that conflicting 
versions were given by the Railways and the Iron and Steel Controller 
about the specifications of steel. 

The Committee suggest that the responsibility for the delay in 
obtaining the relevant documents should be fixed and action taken 
against the officers found responsible. They also suggest that action 
to blacklist the firm may be taken if the firm defeats the Government 
claim merely on technical grounds. 

U 
(iii) I t  is unfortunate that the Bank guarantee under clause 10 of 

the agreement was not insisted upon and a custom clearance certifl- 
cate was issued for 60 tons of steel without a Bank guarantee when 
it was known that such a procedure was incorrect. The Committee 
feel that had there had been a Bank guarantee, the Department would 
not have to face any difficulty in recovering the amount. The Com- 
mittee suggest that the Bank guarantee clause should be strictly 
enforced in all such cases in future. 

The Committee regret to note the inordinate delay at every stage 
in proceeding against the firms too for the recovery of the amount 
of Rs. 1:24 lakhs due to the Equalisation Fund and a sum of Rs. 48 
lakhs on account of rent and municipal taxes due from the Calcutta 
firm. It is all the more regrettable that even after the receipt of the 



leitee dated 8th May, 1964 from the Arm further adoh was talrea Irg 
the Dquq%ment only in Janum,  1985. 

Be addry of Law advistkl in September, 1960 that if on an 
&quiry if was found that the firm had sufficient assits agamst y~hi& 
Gcivernmed could proceed in the event of obtainin a decree, net& 
sargi action for filing suits against the firms migh 1 be faken. %I@ 
C o w t t e e  feel that opinion of the ~ in is txy  of f-dw in this case iftdi 
b a d  more on practical considerations than on legal co1iiideiati6rid 
~ h f s  was also partly responsible for delay in proceeding against 6 6  
Arms. h r t h e r  though balance sheets of the firms recetved ficini did 
Registrars of Companies at Madras and Calcutta have disclosed sufil- 
cient a& of the &HI to meet the demands of the Gsvernment no 
a@an has been taken yet ts file a suit by the Government against 
the k s  as is evident from Appendix. . . . . . 

(ii) The Committee were told in the course of ettidence that the 
Idgal Adiris& in his note dated 15th July, 1963 had stated that "It is 
drfbrttttIatt t h d  so much time should have been allotted to lapst by 
waiting for results of the arbitration which strictZg speaking ti& nut ' 
concern the Government." In view of the above observations of the 
16~:ai ddviser, it is not understbod why Government should wait to 
r#i%v& th6fr o m  claims till &e dijpiife fiti!fffr&% W b5ith"CW 08% 
dqh~n i,ipfb ~i the irqdt COR*I;~ t~ mp-tt 



! h e  Committee also suggest that proper investigation should be 
macje to see whether any officer was responsible for abnonnal delays 
in casf: and report sent to them. 

(iii) A note furnished at the instance of the Committee shews 
*that balance of Rs. 1-24 lakhs is due from the firms to 
the j3qualisation Fund and the Iron and Steel Controller has sought 
advice of the Legal Advisers. In regard to the recovery of rent and 
Muaioipal taxes amounting to Rs. 8,190.25 a legal notice has been 
w e e d  on the firm by the Iron and Steel Controller. The Committee 
suggest that immediate action should be taken on the legal opinion 
when received. They also suggest that the possibility of taking suit- 
able action against the firms for non-payment of dues to the Equali- 
sation Fund may be considered. 

Iron and Steel The Committee regret to note that no attempt was made to per- 
-ma@ the contractor to reduce the rates when the source of supply 
wao changed from U.K. to Japan and this resulted in an additional 
p~yment of RE. 1-21 lakhs in the cost of MS. Plates. The freight 
r@es from Japan to India were lower than those from U.K. to India 
& @ this extent, the Government should have benefitted 

The Committee regret to note that the supply was made by the 
f l h  net from materials directly imported but from materials pur- 
chased from another firm and the invoice was also not insisted upon 
because the Department considered that due to non a-~ailability of 
the documents, a negotiated. price of Rs. 875 per tonne was considered 
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reasonable which actually resulted in the payment of extra subsidy 
of over Rs. 25,000. 

The Committee are also not in a position to accept the reasons 
advanced for not enforcing the provisions of the public Notice of 
April, 1952 fixing prices of Steel imported under commercial licence. 
It appears that no action has been taken by the Department against 
the offlcers responsible for the lapse which the Committee view with 
concern. 

The Committee suggest that action should be taken to black-list 
the firm for their divergent statements and also to recover the excess 5 subsidy immediately. They would like to be apprised of the final 
outcome. 

Iron and Steel The Committee regret to note that the information furnished by 
the Department to Audit was not factually correct. They would like 
to invite the attention to their earlier observation contained in para 
34 of their Twenty Third Report (Third Lok Sabha) and emphasis@ 
that the Ministries/Departments should furnish correct information 
to Audit based on indisputable facts. 

44 47 beptt. of Mlnes and The Committee have not been told of any reason why the bills for 
Met& drilling work were not prepared, submitted and collected on the basfs 

of schedule of rates fixed in 1952. The Committee are !eft with the 
Impression that there wps no seriousness in this matter. It 



handled casually with the result that Government dues were &owed 
to remain in arrears for a long time. It is seen from the notes fur- 
nished by the Ministry that even after the basis of calculating charges 
had been settled in April, 1962, the position relating to the preparation 
of the bills has not been satisfactory. 

The Committee feel that the delay in obtaining the details of the 
work done by the field parties is not of such a nature as should result 
in under delays in the preparation of bills. They are of the opinion 
that such long delays in the realisation of the Government dues from 
the amount t o  an unauthorised financial assistance to the parties, 
Such delays can be obviated by upto-date maintenance of records of 
the work done and quick transmission of the information to the Head- 
Quarters. ~ u 

Y) 

(ii) The Committee suggest that the present procedure whi" is 
stated to be cumbersome and time consuming should be sirnplifled 
and the scope for delays eliminated altogether. 

The Committee suggest that vigorous steps should be taken to set- 
tle the outstanding bills (in respect of work done bv G.S.I. for 
N.C.D.C.). The proposed meeting of the Accounts Oficers may be 
convened immediately if not already held and the accounts settled at 
an early date. 

46 49 Mks & Met& The Committee suggest that at  the time of makinq available the 
results of their investigations to the private parties for cornmercid 
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exploitGition, the feasibility of recovering in adwmce the c~mmercial 
prFe of t& information and not merely the cost incurrsd'taereon 
WuId be examined. 

h b a  & Metals 'Fhe Cormaaitbae regret to aote that there were unfortm~ate d e w s  
m recovering the ourstanding amounts from the private parties 3or 
whkh ae satisfaoto~y explanation has been given by the -try. 
The Comrmttee are surprised to note that the Mmstry issued mstruc- 
tions to 1.B.M. only in November, 1963 to secure deposit before 
teking up the work OR behalf of the private parties but those inswc- 
tions have net so far been issued to G.S.I. when both the urganjsa- 
tions are under the same Mirustry doing work of almost smilax 
nature, 

The Committee suggest that no survey work should be under- 
@ken on behalf of Private Parties or Government Corporation with- 
oyt receiving adequate arnougt of deposit. The Committee a&o 
recommend that is future no report or the result of the survey 
p h ~ ~ @ d  he made available without recovering the full amount. 

The Committee hope that suitable instructions will be issued by 
tlqe Ministry to G.S.I. immediately to secure deposits from the parties 
ponce- before taking up the work on their behalf. The Com- 
mittpe also hope that the department will introduce a system to 
apqs  the cost of the work at regular intervals and indicate a e  
$ m e  to q-s p m Y  c0m=wa. 



-do- The Committee hope that with the setting up  of the cost account- 
ing cell in the I.B.M.. the delay in preparation of bills will be avoid- 
ed. They also hope that 1.B.M. will pursue vigorously the cases of 
outstanding recoveries from the parties/projects mentioned in Audit 
para. 

-do- The Committee regret to note that i t  was only after the audit 
para was received that an attempt was made to prepare a list of 
equipment lying idle in stores. The Committee are surprised to 
note that there is no system of periodical verification and proper 
maintenance of stores. The aqgument that the difficulty was due to 
the lack of a properly qualified Stores Officer in the I.B.M. is not 
understandable to them. Thev feel that the difficultv could have 
b ~ e n  easilv evercome by the timely appointment of a qualified 
Stores Officer. 

The Committee hope that suitable steps will be taken by the Dc- 
p-rtment immediately to rectify all the defects in the proper main- 
tenance of stores records and regular svstem of periodical verifica- 
tion would bp introduced. Thev mav also be informed cf the action 
taken for utilisation of servicable equipments and disposal of un- 
servireable ones. 

-do- (i) Tho Committee are u n h a ~ n v  to note that the loans were granted 
to the Singareni Collieries before the terms and conditions in res- 
pect there9f were settled. They are not in a position to accept the 
contention that due to urgent needs of funds, the loans werp ranc- 
tion-? pendine finalisation of the terms and conditions. Further 

(tii) The Committee sugqest that in such cases the agreements 
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there were omissions of not mentioning the time of repayment of 
the ban  and the date on which the first instalment of interest was 
due for payment. This omission came to light only in November, 
1959. After Audit drew the attention of the Department. 

The Committee regret to note even after the loan had been given 
in 1959, there was irmdinate delay in communicating the rate of 
interest, determined by the Departmwt, to the Singareni Collieries. 
The Committee are unable to understand the reasons for the delay 
in communicating the rate of interest when the Ministry of Finance 
had decided on 1-8-1960 the rate of interest on loan of 10 years dura- 
tion and loans between 10 and 19 years. 

(ii) The Committee feel that the action of the Ministry in taking 
up the case of Singareni Collieries again with the Ministry of 
Finance actually resulted in the delay in the realisation of interest 
and this amounted to unauthorised financial assistance to the Com- 
pany. 

They feel that pending decision of the reduction in the rate of 
interest, the Deptt. should have provisionally recovered interest at  
the rate determined by Ministry of Finance. 

(iii) The Committee suggest that in such cases the agreements 
should be drafted in unambiguous and clear terms to avoid at a later 



stage any difficulties in the interpretation of the terms and condi- 
tions and a uniform procedure should be laid down in consultation 
with the Ministry of Finance in regard to the grant of loan and pay- 
ment of interest etc. 

Mines and Metals The Committee feel that the achievements of the Singareni Col- 
lieries during all the years mentioned in the Report are short of tar- 
gets fixed in the Third Five Year Plan. As against the target of 
5.74 million tons of coal, the company has achieved a capacity of 4.15 
million tons though the amount earmarked for 5-74 million tons tar- 
qrt has been spent. Such a performance is therefore disappointing. 
Thev hope that attempts will be made to achieve the targets in re- 
gard to production. 

52 55 Works and Housing The Committee are unhappy to note that the audit of ND.M.C. 
Accounts for the period from 1st December, 1958 to 31st July, 1962 
has not been carried out so far.* The Committee fail to understand 
why on account pavment was not taken from N.D.M.C. pending the 
final audit of the accounts. They trust that the matter would be 
exprdit~rl and an early settlement reached nn this issue of "direction 
charges" to be realised from the N.D.M.C. 

The Committee may also he apprised of the final positio~ relating 
to the realisation of the Direction Charges from N.D.M.C.; both in 
regard to (a) the exact basis of payments and (b) the quantum of 
payment. 

. -- - 
T h e  Committee understand from audit tbst t k  accw,u?ts for the period unto ?x-?-rg$r ha3 dulv behl aud;ted bv the A.G.C.R. by May-June, 1961 8nd that audit nates irsued in that comection were ~ t t l e d  fn FobNery 1964 by a special audit party demted for tbe purpaa. 



53 56 Works and Housing Even if definite number of staff to be employed (by the caterer 
in Hotel Janpath) is not stipulated, it was clear on the basis of h o k s  
of duty and number of beds etc. that a certain minimum number of 
staif was expected to be employed. This was not done and hence a 
breach of the agreement was committed. The Committee would 
like the Ministry to examine this aspect further. 

-do- The Committee are unhappy to note that the Management of 
Hotel Janpath did not consider it necessary to review the situation 
from time to time and ensure that the conditions of the agreement 
were being fulfilled specially in regard to the employment of the 
required number of sLaff. The very fact that the Cabinet had to 
take notice of the complaints indicates that the position was extreme- 
ly unsatisfactory. 

-do- The Committee are surprised to note that even though no written 
request for the increase in the catering rates was recklved from the 
caterer, the catering rates were increased w.e.f. 1st August, 1962. 
The Committee were informed that one of the reasons for increasing 
the rates was to compensate the caterer who was asked t 6  appoint 
more staff. Audit had, however, calculated that the net decrease/ 
increase in the number of different categories of staff required to 
be employed by the caterer w.e.f. 1st August, 1962 as compared to 
the minimum number before this date would result in a reduction of 
expenditure to the caterer to the extent of Rs. 3,515 per month. 



This shows that the question was n6t properly considered before 
allowing an increase in the rates. 

The Committee may be apprised of the position regarding re- 
covery of the balance of Rs. 6701/- outstanding on 31-12-1964 on 
account of lodging charges from the parties. 

The Committee consider it extremely unsatisfactory that the rent 
for the period January 1959 to March, 1963 from licensees of cabins 
and shop-windows was allowed to accurnmulate instead of realising 
it on month-to-month basis. They would like that responsibility 
should be fixed for this lapse. 

The Committee may also be apprised of the final position of the 
recovery of the amounts outstanding from the 3 parties against 
whom legal action is being taken for effecting recovery. 

(i) This information regarding reasons for delay in finalisation of 
contractors accounts is still awaited. 

(ii) The Committee desire that Government may investigate 
how the procedure is defective and to what extent delays huve been 
caused by the lapses of the individual officers. 

(iii) The Committee may also be informed if the reasons for 
overpayment in all these 8 cases (vide serial Nos. 8, 10, 12 of Sec- 
tion A and Serial Nos. 2, 4, 5, 6 ,  7 and 8 of Section l3 of Appendix XI 
to Audit Report) have been investigated responsibility f i x 4  and 
action taken against the officials respcnsible for over-payment. 



W. and H. 

-do- 

-do- 

-do- 

The Committee also desire that Government may devise some . 

machinery by which this work can be expedited, as delay in ftnali- 
sation of cases may render the amounts due to Government irre- 
coverable after a lapse of time. 

The Committee suggest that the feasibility of appointing a Re- 
gistrar of arbitration cases for expeditious disposal of such cases may 
be seriously examined. The Committee suggest t h t  in every case 
where an award is given against Govt., a careful study of the reasons 
for the same should be undertaken with a view to taking remedial 
steps including disciplinary action where called for. 

The information (rcnsons why defects in certain cases were not 
pointed out to Contractors) is still awaited. Meanwhile, the Com- 
mittee desire that the question of fixing the responsibility in the 4 
cases involving a total amount of Rs. 37,231 to Government may be 
examined. 

The Committee desire to be informed if any responsibility has 
been fixed for the defective execution of the work (referred in para 
64) departmentally. 

The Committee feel that the percentage of cases in which de- 
f e c t s  were noticed during the period July 1962 to March 1963 being 
55 is high, Further it is understood from the Chief Technical Exa- 
miner's reports that in respect of one category viz. works the per- 



bentage of cases in which objections were raised in the course of 
site examination conducted by C.T.E. during January 1962 to June 
1962 and July 1962 to March 1963 was as high as !Xi per cent and 
90 per cent respectively. The Ministry in a note furnished on the 
recommendation; contained in Para 42 of 24th Report of the Pub 
lic Accounts Committee (Third Lok Sabha) has stated that propo- 
sals are under consideration to relieve the executive engineers from 
heavy desk work and to emble them to devote more attention to 
field supervision. The Comrmttee may be informed of the result of 
the action taken. 

The Committee may also be informed of the steps taken by Gov- 
ernment to secure an expeditious decision in cases reported by the 
Chief Technical Examiner. h~ 

0\ 

(i) The Committee may be apprised of the latest position re- .4 

garding recovery of the baknce amount of overpayment of Rs. 3:42 
lakhs. 

The Committee may also be informed of the action taken to en- 
sure proper supervision so as to avoid the types of irregularities 
mentioned in the Audit para and also the action taken againJt the 
officers responsible for these irreguhrities. 

(ii) The Committee desire that the Ministry may devise a form 
which would give a more realistic picture of the functioning of the 
C.P.W.D. 

64 67 -do- The Committee regret to note that there has been-undue delay 
in finalisation of cases involving disciplinary action. The Commit- 



- -. .- 
t% hope that every endeavour should be made by tho Ministry to 
finalise these cases without further dehy. 

The Committee would like to be informed of the final outcome 
of the remaining 24 cases. 

65 68 Works and Housing (i) The Committe.. regret to note that the economics of the 
scheme to supply water from Cantonment Area to R. K. Puram was 
not properly examined and implemented by C.P.W.D. As disclosed 
in the evidence, by spending an amount of Rs. 15.93 lakhs on this 
scheme, they could have avo:ded loss of revenue of more thsn 
Rs. 35.25 lakhs till 1962-63 due to non-occupation of quarters. 

(ii) The Committee regret to observe that in spite of the obser- 
vations made in para 89 of their 25th Report (1959-61) and para 239 
of their 42nd Report (1961-62) that the Ministry of Wcrks & Hous- 
ing should take proper steps to ensure better coordination betw2en 
the C.P.W.D. and Delhi Municipal Authoritins espec'dly in the mat- 
ter of provision of ancillary services, this kind of lack of coordina- 
tion between the Delhi Municipal Authori4ies and C.P.W.D., .year 
after year was resulting in serious loss to the exchequer. 

The Committee desire that Government should examine how 
senior cficers exercise their responsibilities in this respect and en- 
sure that all the pre-requisites such as water supply, electricity etc. 
would be available in the area to ensure completion of the work 
within the time schedule as approved by them in preliminary esti- 
mates. 

--- -- 



i f  the Ministry of Works Housing embark upon a large p o j e d  
of construction of quarters, and if the Municipal ugencies are not 
sure of arranging adequate water supply, the Ministry should take 
upon itself, the responsibility of arranging adequate water supply 
etc. from the alternative sources. Otherwise there is no point in 
constructing a large number of qwrters  and then allowing them to 
remain unoccupied for want of basic amenities like water supply, 
drainage, electric supply etc. 

-do- The Committee may be informed of the final disposal of the 
balance stock worth Rs. 26,000. 

-do - The Committee may be informed of the disposal of the balance 
miscellaneous stores worth Rs. 1.32 b~khs. 

N 
Q\ 

-do- The Committee note that the balance of the stocks of electrical ‘o 

fittings has come down to R- .  2,01,804, as on 6th February, 1965. They 
hope that this balance of s ores will be liquidated soon and such 
accummulation of stores will i;ot arise in future. 

The Committee may also b: 2pprised of the final disposal of 
these surplus electrical stores. 

-do- The Committee desire that the responsibility for the failure to 
review the stores in stock and to take appropriate action in time may 
be fixed by the Ministry. 

3 
-do- The Committee desired to be furnished with a copy of the opinion 

given by the Law Ministry and the terms of reference thereof in 



connection with the question o< recovery of rent for furniture etc. 
The Committee regret to state that the information is still awaited 

Tt 74 Works and Housing The Committee observe that only in 1964, the Ministers were in- 
formed that there was so much excess of furniture at their residen-es 
and if they so desired they could return the same. This was a very 
unsatisfactory position from the point of view of the concerned Min- 
ister: (a) they were not told that they were having excess furniture 
(b) they were not told that they owed any amount to the Govern- 
ment. There was a clear failure on the part of the Ministry of Works 
and Housing in not preparing proper list of furniture, electrical ap- 
pliances in each of the homes allotted to Ministers/Deputy Ministers, 
and not giving prompt intimation about the excess items that become 
Iiab'e to rent with the framing of the Rules from the 1st Map, 1962. 
Since such list of furniture etc. was being kept in everv C.P.W.D. 
enauiry office from where the hcuse and furniture were allotted. this 
failure becomes inexplicable. The Committee desire that reason for 
this failure may be investigated and responsibility fixed. 

- -do- The CommiAtee regret to note that the fact that Estate Office was 
irmorant of the Rule regarding special inspection of Ministers resi- 
dences is a serious lapse on the part of the Estate Office and desire 
that necessary instructions may be issued in t h ~  matter. 



The Committee desired to be furnished with a note showing whe- 
ther a list of furniture and electrical appliances supplied at the re&- 
dences of Ministers and Deputy Ministers was maintained since 1953 
onwards till 1963 and if not, the reasons therefor. 

This information is still awaited. 

The Committee may be informed of the final position of the recon- 
ciliation of quantity ledgers with stock ledgers in the Publication 
Branch. 

The Committee may be informed of the results of the physical 
verification conducted during April-May, 1964 in the Pub'ication 
Branch. 

The Commrttee desire that vigorous steps should be taken to re- 
cover the outstanding amount from Sundry Debtors and the Commit- 2 
tee be apprised of the recoveries made. 

The Committee would like to be informed of the final position of 
the recovery of the amount overpaid from the present owners. 

Finance 

The Committee may also be apprised of the result of the examina- 
tion of the question of fixing responsibility on the divisional account- 
ant concerned. 

77 80 The Public Accounts Committee had in the past taken serious 
note of the delays in furnishing utilisation certificates by the grantees. 
In Para 28 of their 25+h Report (Third Lok Sabha) they had desired 
that the Ministry of Finan-e should review the position and take 
necessary measures to ensure that further grants are not made to 

h. 5 



- -. 
institutions which default in submission of utilisation certificates in 
time. The Committee had also suggested that the position in this 
regard should be streamlined by the Ministry of Finance so that Gov- 
ernment are able to exercise proper checks and vigilance through the 
Financial Advisers attached to the autonomous bodies etc. receiving 
large grants. The Committee regret to observe that the position of 
utilisation certifirates in respect of grants given to Non-Government 
institutions, bodies etc. continues to be far from satisfactory. They 
would urge upon the Ministry of Finance to implement their above 
mentioned recommendatio~s without further delay. N 

Q 
U 

External Affairs The Committee would like to be informed whether the proposed 
meeting between the officials of the Ministry and the official of the 
Audit Department mas convened and if so, with what results. 

Finance (i) Commenting on the position of outstanding objections and 
inspection reports as reported in Audit Report (Civil), 1963, the Pub- 
lic Accounts Committee (1963-64) in their 25th Report (Third Lok 
Sabha) had desired that such of the Ministries as had not designated 
a special officer to deal with audit objections with a view to ensuring 
their prompt disposal should soon take necessary action in the matter. 
The Committee had also suggested that a procedure should be laid 
down to pick up for disposal more important objections which call 
for early settlement and which might otherwise involve possible lose 



to Government. The Committee have been informed that the Min- 
istries have been advised to take early action for designation of spe- 
cial officer for the purpose. As regards evolving of a suitable proce- 
dure it has been stated that the existing orders stipulate that the 
Ministries should bestow special care in respect of such objections 
as involved the possibility of recurring loss. 

The Committee feel that there is still scope for improvement i n  
the extant procedure. They trust the Ministry of Finance will 
further impress upon the administrative Ministries the necessity of 
making greater efforts to dispose of old objections and avoid their 
accumulation in future. 

(ii) Apart from the prompt disposal of Audit Objections, the Corn- " 
mittee would like Government to ensure that the executive ~fficers 2 
are well conversant with Rules and Regulations pertaining to finan- 
cial matters, so that the number of Audit Objections is substantially 
reduced. 

80 83 Industry & Supply The Committee are not happy over the delay in settling the matter 
finally as the scheme had been closed prior to 1950. The Committee 
would like this matter to be settled with the firm a t  an early date 
and the case closed after necessary adjustments. 

81 84 Food and Agriculture Now that all the items of equipment had been disposed of, the 
(Deott- of Agri.) Committee find no reason why there should be  further delay in clos- 

ing the accounts. They trust that this would be done without delay. 



82 85 Industry & supply The Committee desire that both these cases mentioned in para 85 
of Report which are very old should not be kept pending unneces- 
sarily any longer. Early steps should, therefore, be taken to finalise 
them and adjust the balances. 

Commerce The Committee would like these 3 outstanding pension cases to be 
settled at an early date. 

Finance The Ministry of Finance have furnished a statement showing 
action taken on this recommendation of the P.A.C. contained in para 
17 of 25th Report (Third L.S.). It has been stated therein that "it is 
considered advisable to wait for the position in the subsequent years 
before setting up a Committee as recommended by the Public 
Accounts Committee". The Committee, however, find that there hes 
not been any appreciable improvement in the position. They, there- 
fore, reiterate that as already suggested a Committee with a senior 
officer of the Comptroller and Auditor General and another senior 
officer of the Ministry of Finance should examine the problems con- 
nected with the settlement of retirement dues. 
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