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INTRODUCTION 

1, the Chairman' of Estimates Committee having been authorised 
by the Committee to submit the Report on their behalf present this 
52rul Report on Action Taken by Government on the recommenda-
tions contained in the Forty-fifth Report of FAittmates Committee 
(8th Lok Sabha) on the Ministry of Home Affairs-Voluntary Or-
ganisations .. 

2. The Forty-fifth Report was presented to Lok Sabha on 27U1 
April" 1987. Govemmentfurnished their replies indicating action 
taken on the recommendations contained in that Report on 9th 
October, 1987. The replies were examined by the Committee at 
their sitting held on 7th January, 1988 and draft Report was adopted 
by the Committee on the same date. 

3. The Report has been divided into the follOwing Chapters: 

(1) Report .. 
(it) Recommendations that have been ae<:epted by Govern-

ment. 
(iii) Recommendations which the Committee do not desire 

to pursue in view at. Government's replies. 
(iv) Recommendations in respect of which repliea of Gov-

ernment have not been accepted by the Committee. 
(v) Recommendations in respect of which repUes of Gov-

ernment are awaited. 

4. An analysis of action taken by Government on the recommen-
dations contained in the Forty-fifth Report of Estimates Committee 
is given in Appendix. It would be observed therefrom that out 
of 15 recommendations made in the Report 2 recommendation •. I.e .• 
about 13 per cent have been accepted by the Government and the 
Committee do not desire to pursue 3 recommendations. i.e .. about 
20 per cent in view of Government's repUes. Replies ot Gov-
ernment in respect of 7 recommendations, i.e., about 47 per cent have 
not been accepted. by the Committee. Final reply in respect at 3 
recommendations, i.e. 20 per cent is still awaited. 

NEW Da.m; CHANDRA TRIPATHI. 
Febn&ary 18, 1988 C'h4irman, 
Ma.gha 29, 1909 (SAk4f Eatimates Committee. 

(vii) 



CHAPTER I 

REPORT 

1.1 This Report of the Estimates Committee deals with Aetion 
'I'eken by Government on the reeommendations contained in their 
Forty-tifth Report (8th Lok Sabha) on l\Iinistry of Home .Affafrs-
Voluntary Organisations presented to Lok Sabha on 21th April, 1987. 

1.2 Action Taken Notes have been received in respac:t of all tile 
recommendations contained in the Report. These Notes bave been 
categorised as follows:-

(i) Recommendations/Observations which have been accept. 
ed by the Government: 
SI. Nos. 3, 15 

(Total 2-Chapter 11) 

(ii) Recommendations/Observations which the Committee do 
not desire to pursue in view of Government's replies: 
S1. Nos. 4, 8. 13 

(Total 3-Chapter III) 

(iii) Recommendations/Observations in rapect of whlch 
Government's replies have not been accepted by the Com-
mittee: 

Sl. Nos. I, 2, 5, 6, 9, 11, 12. 

(Total 7-Chapter IV) 

(iv) RecommendationslObservations in respect of which 
final replies are still awaited: . 
S1. Nos. 7, 10, 14. 

(Total 3-Chapter V) 

1.8 The Committee will noW' deal with the A.ctton 'l'akon by Gov-
ernment on some of the recommendationtl. 
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Co-ordination between Minist11l of Home Affairs and Ministry of 
Finance. 

Beeommendatlon (SI. No. I, P ara No~ 1.13) 

1.4 The Committee had noted that whereas sanctioning of grants 
to voluntary organisations for promoting national unity and soli-
darity came within the purview of National Integration DiviS.lQn 
of the Ministry of Home Affairs, the FeRA. Division in that Minist-
ry.dElalt with regulation of foreign contributions received by certain 
~dividu~ls and voluntary organisations. The Committee did not 
sUbscribe to the view that there was no need for coordination bet-
ween these two Divisions. In the ultimate analysis. the aim of the 
grants either sanctioned by the National Integration Division or 
received from abroad has been the promotion of national unity and 
solidarity. Similarly. there was a st,rong case for coordination bet-
ween the FCRA Division in the Ministry of Home Mairs and the 
Department of Economic Affairs, in the Ministry of Finance. which 
administered FERA.. so far as receipt of foreign contributions by 
voluntary organisations was concerned as there might be many 
voluntary organisations which were receiving' funds from abroad 
both through FCRA and FERA. As a matter of fact. the Com-

, mittee' felt that both the Divisions in the Ministry of Home Affairs 
~nd the Department of Economic Affairs in the Ministry of I<~inance 
shoul~ evolve a well-knit mechanism so that any tendency where-
ever discernible. to disrupt the cause of national unity and solidarity 
with the funds received either from the Ministry of Home Mairs 
or nb~oad was curbed ab-initio . 

. -1.5 The Ministry o'l Home Affairs in their reply have stated aa 
-un'der:'- ' 

"The National Integx:ati'On Division of M,inistry of Home Aff-
airs deals with sanctioning of grants to voluntary or-

. ganisations for promoting national unity and solidarity. 
FC (R) Act was enacted mainly to regulate the accept-
ance and utilisation 'Of foreign contribution by certain as-
sociations having-a definite cultural. economic. education-
al. religious or social programme. While foreign contri-
butions can be accepted by such associations for any of 
the above purposes, Government can not insist that such 
c011ltributions be utilised toward promotion of national 
unity and solidarity alone. ThUs the aims of the' two 



3 

Divisions are entirely different and there has been no need 
for co-ordination between these two Divisions. It the 
need arises in future, mutual consultations could always 
be held. 

As regards co-ordination between FCRA Division and FERA 
Division. they are already maintaining close co-ordina-
tion with the Department of Economic Affairs in the 
Ministry of Finance which administer FERA the role of 
FCRA is lmuted to foreign contribution received by cer-
tain voluntary associations and foreign hospitality accept-
ed by certain category of persons. In the event of need 
arising to ascertain compliance with FERA in respect of 
funds not covered by FeRA, the two Divisions can con-
sult each other on case to case basis. Mutual conl\llta-
tions are also held on policy issues as necessary. Hence 
the Government do not perceive a need to further for-
malise the arrangement. 

The grants disbursed by National Integration Division are 
for the purpose of financing schemes for strengthening 
national integration. They have a promotional purpose. 
The Foreign Contribution (Regulation) Act regulates the 
inflow of foreign exchange for various activities by vari-
ous organisations as well as individuals. Its purpose is 
regulatory. There is no connection between the two 
activities. 

1.6 The Committee strongly feel that the GoVernment have not 
appreeiated the import of tlUs recommendation in its right perlJHH!-
tive and have considered the recommendation in a routine and euusl 
mall ncr. What the Committee had viaualiled. WM that, In view 
of the prevaWn, atmosphere in the cOUlltry, the contributionl receiv-
ed by many voluntary organisations both from within and abroad 
were likely to be missed to tbe detrhnent of the intereatl of the eoun-
try. The Committee, therefore, had opined in their recommenda-
tion tbat elolle coordination between the National Intea'rCion Db'i-
sionand FCRA Division in the Ministry of Rome Affitks ... {_ 
Department of Economie Mairs in the Ministry 01 ....... ce, w .. . 
administered FDA, was of paramount importamee 10 .. to 0 ...... . 
aD3' cbanees of misuse of such eootrlbutlon.. The CoIbmlttee. theM-
fore, reiterate their reeommendatioD in the matter. 
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Monitoring Unit 

Recommendation (SI. No.2, Para No. 1.38) 

1.7 The Committee were C9nstrained to find discrepancies in 
the information contained in the Preliminary Material furnished to 
the Committee that 'Monitoring· Unit' was created in 1982 and stren-
(ftbuled between March and May. 1985 and in a subsequent note that 
'during the yean 1983 and a part of 1984, Monitoring Unit had not 
come into existance'. From these two conflicting statements, it 
wat appuent that the Ministry did not bother to vouchsafe the 
v ..... ty of the information furnished to the Committee. The Com-
mittee could not but deplore this sort of lethargic and indifferent 
attitude shown by the Ministry towards the Committee. The Com-
mittee wanted the Ministry to reconcile these two statements and 
fix rsponsibility. 

1.8 The Ministry of Home Affairs in their reply have stated 
tbat:-

"There is actually no discrepancy in the· two statements iur-
nished before the Committee regarding staff position of 
the Monitoring Units. The posts of two Assistant Direc-
tors for the Monitoring Unit were sanctioned in June, 
1982. Applications for filling up these posts on deputa-
tion basis were called some time in November, 1982. 
Alter the Appointment oraers were issued the first in-
cumbent joined the post in May. 1984. There'fore, though 
the Monitoring Unit was created with two posts of ADs 
in June 1982. it came to physical existence only in May 
1984 when the first incumbent joined, Second post of AD 
was filled in April 1985. Other ADs joined subsequently 
and only by February. 1987 all 6 ADs were in position. 
Henee, the statement that "the Monitoring Unit was I 
created in June 1982 and strengthened between March 
and May 1985" was in no way incorrect. The statement. 
"During the year 1983 and a portion of 1984, Monitoring 
Unit had not com(' into existence" also re8ected the 
factual position there is no discrepancy between the two." 

1;9 TIle c-mittea are surpri&ed to observe that ~espiteereaflon .. t. ~ 'Ullit with the suction of two poIts of AuistaDt """Qft ia·.J'uae, tel! no per!'lOD was posted to the job till May, 
.... TIt. -c.n .. itiee wonder whetber nlere creation of a peel or 
............ eleftl8tien of • wiIt«, without Dny peJ'fJOD to man tM 
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job. can mean that the partkular wing has been created and started 
functioning from the date the post's creation orders was issued. 
The Committee are constrained to observe tbat instead of stating 
the true pesition, the Ministry have chosen to camoftedge the issue 
Ity funUshlng 1itisleading Il'nd incorrect reply. The Committee take 
strong exception to tbe manner in which the recommendation of the 
Committee bas been dealt with and would expect the Mini<;try to 
rctrac'e their stand. 

Registration of Voluntary Associations 

Recommendation (SI. No.5, Para No. 2.14) 

1.10. The Committee were surprised to learn that in respect of 
associations applying for registration under the Foreign Contribu-
tion (Regulation) Act information supplied by the associations in 
the prescribed application form was generally treated as authentic 
and that there was no special machinery available with the Min-
istry of Home Affairs to check the accuracy thereof. The Commit-
tee desired the Government to ensure that registration was grant-
ed to only such organisations as were actually engaged in definite 
cultural. economic, educational. religious or social programmes. This 
was of paramount importance particularly in the sensitive and 
border areas. The Committee were of the view that assistance of 
the States Intelligence agencies should be sought to check the gen-
uineness of the particulars furnished by any ossociation applying for 
registration before granting registration to the association. 

1.11. The Ministry of Home Affairs in their reply have stated 
that the field inqUiries were not being made in almost all the 
cases before granting registration under 6(1) of C (R) Act. Regist-

.. ration under Section 6 (1) had come into existence with effect from 
1-1-85 after the last amendment of the Act. Since a large num~r 
of applications had been received initially, field inquiries were not 
conducted in all cases before granting registration. It was then 
being ensured through such field enquiries that registration was 
granted to only such organisations as were actually engaged in 
definite cultural. economic. educational. religious and social prog-
rammes. Assistance of State Intelligence agencies was also 
sought wherever necessary. 

1.1% The Committee note that field inquiries are now eondueted 
BDd re .... tration is granted to such oraranitations only as are actually 
eqaged in definite cultural, e~onomic. educational, religious and 
~ial programmes. Assistance of State intellirCDce agencies is alllO 
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sought wherever necessary. In view of the fact that field inquiries 
Were not conducted in case of large number of organisations who 
were granted registration at the initial stage of registration, tbe 
Committee would like the Ministry to conduct on the spot field 
inquiries in all doubtful cases to enSure that these organisations 
actually exist and are actually engaged in cultural, economic, educa· 
tional, religious and social programmes. 

De.registration of Organisation 

RecoDlDlendation (SI. No.6, Para No. 2.18) 

1.13 The Committee were unhappy to find that during the years 
1985 and 1986, associations numbering 11 and 10 respectively, had 
been asked to seek withdrawal of their registration there being no 
provision in the Foreign Contribution (Regulation) Act for the 
cancellation of their registration by the Government. '£he Com-
mittee were perturbed to It!arn that in one case where subsequent 
enquiry had revealed that a registered organisation, in fact, was only 
a paper organisation, and the Government directed the "non existent 
registered organisation" to seek permission under section 6(1) of the 
Act to accept the foreign contribution. The Committee were not 
aware whether any foreign contribution had actually been received 
by the said organisation befol't! it came to the notice of the Govern-
ment that. it was a paper organisation. This was indicative of the 
complete state of helplessness on the part of Government where it 
had to correspond with an imaginary-registered organisation but 
could not deregister the organisation. 

1.14. The Ministry of Home Affairs in their reply haVe stated tbat 
certain observations have been made regarding a non-existing paper 
organisati'Oll, which was required to seek prior permission under 
Section 6(1) of the Act befol'e accepting any foreign contribution. 
The said association namely Community Service Society, Nagareoll, 
Tamil Nadu was granted registration earlier without making any 
field inquiries. Subsequently, it transpired during field inquiry 
that this was a paper organisation. As per report of field inquiry, 
the organisation received Rs. 90,000 during 1985. They were called 
upon to send intimation and they agreed to do so. But unfortunately 
no intimation was sent within the stipulated time. Therefore, the 
organisation was put in prior permission category in May, 1986. They 
have also been directed to explain the lapses. Further penal 
action is being processed. It may also be noted that the effect 
of de-registration will be the same as that of putting the association 
in prior permission category under section 10 or under proviso to Sec-
tion 6(1). 
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1.Ii. rile Committee are ~ot satisfied with the reply of the 
Ministry. They see no reason as to why it should have taken the 
Ministry pch a long time to take action against a non.existing paper 
orpnilation. The Committee expect the Miniltry to finalise the 
actiOD without any further loss of time and they be informed within 
two months of the action taken and also tbe activitie.s on which the 
amount so received during 1985 under Foreign Contribution (Regula· 
tion). Ad was spent by this paper organisation. 

Misu.tilisation of Foreign ContribwtiOns 

Recommendation (SL No.9, Para 3.41) 

1.16 The Committee had noted that the number of organisa-
tions detected to be misutilising the foreign contributions was 
infinitesimally small when compared to total number of organisa-
tions receiving foreign contribuJtions (including 1059~ registered 
organisations as on 31-12-1986) and the magnitude of the foreign 
contribution flowing to the country. The Committee had a feel-
ing that had the Ministry of Home Affairs evolved a strong monitor-
ing mechanism and the other investigating agencies had done their 
job properly and with firmness and conviction the number of or~ 
ganisations using the amount of foreign contributions for purposes 
other than declared would have swelled manifold. The Commit-
tee were of the view that misutilisation of contribution would not 
be detected by examination of statements etc., furnished by the 
organisations sitting across the table. unless concurrently backed 
up by field action by adequate dedicated machinery. While agree-
ing that very huge separate monitoring set up might not be neces-
sary to deal with the detection of misutiIisation of contributions 
the Committee felt that the existing monitoring set up was required 
to be strengthened to ensure regular feed-back about the correct-
ness of utilisation of foreign contributions received by various 
organisations. The Committee were of the view that the intelli· 
gence agencies were required to be geared up further to ensure 
that all cases referred to them for investigations were dealt with 
sincerely and with expedition. The Committee did not under-
stand as to why the CBI should have been 'reluctant' to undertake 
investigation into the offences committed by some organisations 
under the Foreign Contribution (Regulation) Act. The Commit-
tee recommended that assistance of the Police and Intelligenc(> 
agencies of the States should be increasingly solicited and CBI and 
other central intelligence agencies should closely liaise with the 
State agencies for the purpose. 
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1.1'7 The Ministry of Home Affairs in their reply have stated: 

"The Col'llffiittee observed that in order to deal with tl),e detec-
tion of misutilisation of foreign contributions, the exist-
ing Monitoring set -up required to be strengthened.. As 
per the above observation of the Committee, a proposal 
to strengthen the Monitoring Unit has been included 'in 
the draft Cabinet Note prepared while processing the 
present amendment of the Act. Once the Monitoring 
Unit is further strengthened, it would be possible to scr-
utinise the accounts thoroughly and to' hold field inspec-
tion in greater number of cases." 

1.18 The Committee are unhappy to find that the main thrust 
of the . recommendation Le. ('ooperation andcoordiuation among vari-
ous state and central intelligence agencies to investigate into the 
cases 01 misutilisation of fundS! received in the form of foreign eon-
tribution. has been com:pietely sidetracked. The Committee do not 
eonsider that strengthening of the monitoring set-up alone win help 
in proper scrutiny of account~ etc. as the misutilisation part haJ to 
be l(Joked into by other investigating agencies ,,·hose working has ,to 
be simultaneously streamlined. The Committee, therefore, reiterate 
their recommendation aDd would like to emphasise that assistance, 
l'oopcratioD and CQOrdination of police and intelligence areneies at 
state and central level should be sought on a regular basis to check 
misutilisation of funds. 

Di.sbw·sement of Grants 

Recommendation (S1. No. 11, Para No. 4.38) 

t.19 The Committee had noted that grants-in-ai.d were given 
by the Ministry of Home Affairs to voluntary organisations which 
were inter aU~ engaged in discouraging communal ill-will and 
regional animosities; weaning the mis-guided element from the 
path of violence; propogation of prinCiples of tolerance and har-
mony; mobilising forces for national unity and solidarity and for 
fostering fellow feeling for raising the quality of national life. 
The Committee were unhappy to find that despite such laudable 
objectives for which grants-in-aid were offered. sufficient number 
of voluntary organisations were not coming forward to avail of the 
gran'ts simply because Government had not given adequate publi-
city to the scheme. According to Ministry's own admission dur-
ing evidence, many voluntary organisations might not be aware of 
the scheme. This was also evident from the fact that during the 
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years ,1983-84 and 1984-35 the Ministry had not been. 'able to dis-
burse even 50 per cent of the amount of as. 5 lakhs provided in 
the Budget for those years. ' The Committee, therefore, desired 
the adequate publicity to the Scheme should be given through ap-
propriate media so as to encourage response from voluntary orga-
nisations working in the fields. The Committee were of the view 
that special drive in this connection was called for in the remote, 
hilly, difficult and sensitive border terrains of the country. 

1.20 The Ministry in their reply have stated that Home Minister 
has already written to Chief Ministers in February, 1987, request-
ing fot wide publicity to the scheme. A letter on the same lines 
has been addressed to the Chief Secretaries concerned. , Ministry 
of l~B has also been requested to give. wide--$pread publicity to 
the scheme. 

1:21 The Committee ndte that Chief Ministers and Chief Senei ... 
ries and M'misUy of Information & Broadcastinc bavebeen request-
ed to give widerpubUdty to the scheme. The Committee expet't 
the Ministry to constantly monitor the progress of the'scheme and 
assess what other measures could be taken for ensuring that enough 
publicity is being given to the scheme at desired level. 

Uti.lisation of Grants 

Recommendation (SI. No. U, Para No. 4.39) 

1.22 The Committee were unhappy to be informed, that apart 
from the utilisation certificates. which in some cases might not be 
received from voluntary organisations getting grants-in-aid" there 
was no other mechanism available within the Government to, en-
sure that the grants-in-aid given to the voluntary organisations 
had in fact been utilised for promoting the cause of national integra-
tion and solidarity of the country. The Committee considered 
that it was incwnbent on the Government to ensure that the Grants-
in-aid given to voluntapr organisations were in no way mis-utilis-
ed by any voluntary organisation. The help of the State Intelli-
gence 'agencies and the Central Intelligence agencies could be 
sought with advantage to go into. the working of any voluntary 
organisation about whoes credentials there is the slightest doubt. 

1.23 The Ministry Qf Home Affairs in their reply have stated: 
"Before sanctioning any grant, the antecedents of the volun-

tary organisations are checked up witb the State Gov. 
ernment and the Central Agencies." 
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1.24 The Committee recommend that the right of inspecUOI15 

availRble under the financial rules of Government should also be 
gainfully utilised by' thel Government to ensure proper utilisation of 
grants. Government's virilance on activities of such organisations 
to whom grants-in-aid are being given, is also called for. 

Implementati(m of recommendations 

1.25 The Committee would like to emphasise that they attach 
the grefttest importance to the implementation of the recommenda-
tions Ilceepted by the Government. They would, therefore, urge 
that Government should take expeditious steps in this regard. In 
case where it is not possible to implement the recommendation in 
letter and spirit for any reason the matter should be reported to the 
Committee in time with reasons for non-implementation. 

1.26 The Committee also desire that final replies in respect of tho 
recommendations contained in Chapter V of this report may be 
furnished to the Committee within a period of 3 months. 



CHAPTER n 

RECOMMENDATIONSIOBSERVATIONS WHICH HAVE BEEN 
ACCEPTED BY GOVERNMENT , 

Recommendation (Sl. No.3, Para 1.39) 

The Committee note that the Monitoring Unit has been directed 
to scrutinise the records of associations receiving foreign contribu-
tions. The Committe hardly expect the Monitoring Unit with 4 
Assistant Directors in position as against the sanctioned strength of 
6 Assistant Directors to do full justice to the stupendous task of 
scrutinising the records of a very large number of a~sociations. 
which is stated to be 10,595 as on 31-12-1986. The representative 
of the Ministry at Home Affairs has admitted during evidence that 
··there is inadequacy of staff". The Committee feel that at best 
the scrutiny of the rerords of the associations was being carried 
out in a perfunctory manner. The Committee. therefore, would 
like the Ministry to go into the pros and. cons of the whole issue 
of proper scrutiny of the records of the associations and its follow 
up action in all its prespectives and strengthen the Monitorin~ Unit 
accordingly so that indepth scrutiny of the records of all the asso-
ciations could be done in a continuing and systematic basis and 
the loop-hOles. if any, plu~ged in time. It goes without saying 
that the Monitoring Unit should also have a well organised 'inspec-
tion mechanism" at its disposal for checking the veracity of the 
particulars furnished by the Voluntary' Organisations. 

Reply of Government 

There are 10596 registered associations as on 31st December. 
1986. We had earlier informed the Committee that the scrutiny 
was being done on a selective basis. All cases above Rs. 5 lakhs 
were being scrutinised and in respect O'f those below 5 lakhs., scru-
tiny was done only if it was felt necessary. During the year 
1986. 1471 associations reported receipt (If forei~ contribUtion 
above Rs. 5 lakhs. There are 2318 associations who have reported 
receipt of foreign contribution between Rs. 1 lakh to Rs. 5 lakhs. 
The remaining 6806 associations have reported receipt (1f foreign 
contributions of amounts less than Rs. 1 lakh. By scrutinising 

11 
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accounts of associations receiving over Rs. 5 lakhs, over 80 per cent 
of total foreign c'ontribution received is covered. In terms of cost 
effectiveness, it may not be deiirable to scrutinise all receipts ex-
cept where necessitated by adverse reports. However, to give a 
wider coverage than hitherto proposal to strengthen the Monitoring 
Units with additional posts has already been cleared by the Minis-
try of Finance and the same is bein~ submitted before the Cabi-
net for approval. 

[Ministry of Home Affairs, O:M. No. IIj21022j20(16) j86-FCRA. I. 
dated 9-10-1987] 

Recommendation (SI, No. 15, Para 4.44) 

The Committe are unhappy to find that there are wide dis-
parities in the amounts of grants-in-aid sanctioned to difterent 
States in as much as grants-in-aid to the tune of Rs. 1,0085.500 and 
Rs. 90,000 were sanctioned to UnIon Territories of Delhi and 
Chandigarh respectively whf>reas in the case of Jammu & Kashmir 
and Himachal Pradesh the grants-in-aid were as low as Rs. 1980 
and 2,200 respecively. The Committee would like to impress up-
on the Government the desirability of equitable sanctioning of 
grants-in-aid, as far as possible, to various States and Union Terri-
tories, keeping in view the overall objective of promoting national 
integration. 

Reply of Government 

The Grant-in-aid is disbursed on the basis of ftrl't come first 
serve basis and so far has not been denied to any voluntary agency 
which has sought such a grant and fulfills the criteria laid down 
for 'the same. 

[Ministry of Home Affairs, O.M. No. 11!21022120(16) 186-FCRA. I. 
dated 9-10.1987] 



CBAPTEa m 

RECOMMENDATIONSlOBSERVATIONS .WHICH THE COMMIT-
TEE DO NOT DESIRE TO PURSUE IN VIEW OF GOVERNMENTS 

REPLIES 

Recommendation (SI. No.4, Para l.to) 

The Committee are perturbed to find that during the year 1985 
as many as 1,643 associations did not submit their returns in time 
and as many as 2,.705 associations did not at all file the returns. The 
Committee do not appreciate the lukewarm attitude adopted by the 
Ministry of Home Affairs in dealing with such associations. The 
Committee would expect the Ministry to take recourse to the pro-
visions of the law and take stringent action especially against 
those associations who do not submit their returns at all. In the 
case of those associations who submit their returns after the ex-
piry of the due date. a warning should be issued in the first inst-
ance and stringent action taken if they do not respond even after 
that. The Committee would also like those associations which do 
not receive foreign contributions in a particular year to furnish 
together with the 'NIL: statement the reasons. if any, for not receiv-
ing foreign contributions in that period so that no further enquiry 
need be made from them for the relevant period. 

Reply of Government 

There are 2874 associations who did not file any return for the 
year 1986. We have already asked explanations from each of these 
associations directing them to furnish retumsfQrthwlth. In the 
said letter we have stated that even if they have received no 
Foreign Contrlbutioh nil report be sent. Earlier we had issued 
such letters in respect of 2705 assOCiations who did Jrotflle any 
returns during 1985. As re~ds 3446 associatfons in 1986 (1643 
associations in IIm5) who submitted their complete returns beyond 
the stipulated time. warning letters are bein~ . issued. Thoseassocia-
ti6n.s whkh ao not receive any Foreign Contribution during a patti-
eutar year have already been told to furnish a nil report. In the 
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proposed amendment, a provision to this effect has been incorporat-
ed making it a statutory requirement. 

[Ministry of Home Affairs, O.M. No. III21022120(16) IS6-FCRA. I. 
dated S.10-198'7] 

Recommendation (SI. No. 8, Para 3.12) 

The Committee find that over the years there has been a steady 
increase in· the Bow of ·funds'troD'). foreign donors to voluntary ag-
encies in India and for 1985 it might have touched the figure of 
Rs. 330 crores. The Committee agree that the inflow of foreign 
exchange is 01 vital importance in the context of difticultforeign 
exchange position through which the country is passing. The 
Committee would, however, . stress that there is an utmost need 
for close rapport between the Ministry of Finance, Mini'itry of 
'Home A1fai~s and Reserve Bank of India to ensure that the inflow 
of foreign exchange is regulated strictly according to the provision'S 
of. the Foreign Contribution (Regulation) Act, They also consider 
that in case there is abnormal increase in the foreign contributions 
being received by some associations the activities of those associa-
tions may be dosely watched and if necessary. probed in ·c1epth 
to dispel any m'sgivings about the misuse of foreign contributions 
by those associations. 

Reply or Government 

Periodical statements are now being received from Reserve 
Bank of India regarding remittance 8!X:epted by different associa-
tions from abroad. Efforts are being made to ensure that such 
informatinnreceived from RBI illl complete in all respects. Attempt 
i. made to cross check such figures vi!l-8-vis those returns furnish-
ed by major reeeipients at the tim.e of scrutiny of accounts. In 
addition there exists close rapport b"tween Ministry of Fmanee 
end "this Ministry regarding channelisation of funds from certain 
major foreign donors. like lOB, Ford Foundation. Rockfeller Foun-
dation etc. In respect of associations which have received foreign 
contribution 01. Rupees !iO lakhs au(f above during any calendar year. 
thorough scrutiny of returns and accounts are being made by the 
"Monitorin~ Unit a'nd field inquiry reports are also being obtained in 
tespect of sueh assodations, In 1986 there are un such auocia-
tiOM in th~ cateROry, Wherever necessary. further inspection of 
accounts and adivitles under section 14 of the ~ (R) Act are also 
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being conducted in respect of such associations. In case of asso-
ciations receiving less than Rs. 50 lakhs also, similar action is being 
taken on a slightly lower priority. 

[Ministry of Home Affairs, O.M. No. II 121022j 20 (16)j86-FCM. I. 
ct.ted IM()"1987] 

Recommendation (S1. No. 13, Para (..0) 

The Committee are surprised to -learn that no eoordination is 
being maintained with other Ministries which are also providing 
grants-in-aid to voluntary organisations. The Committee consider 
that to keep an effective check on the voluntary organisati'Ons, there 
is an imperative need for maintaining close coordination and liaison 
among various Ministries disbllrsing grants-in-aid in different spheres. 
The Committee suggest that a special cell in the Ministry of Home 
Mairs should be created wherein information about the grants 
disbursed by various Ministries should be received and analysed. 

Reply of Government 

There is a separate Division (National Integration Division) in .. 
1heMinistry of Home Affairs which handles these grants and moni-
tors their disbursement. The grants are sanctioned only to volun-
tary age!ncies and the amounts are very small. The total budgetary 
allocation is only Rs. ~ lakhs. It is not within the province of Minis-
try of Home Affairs 'to monitor grants disbursed by various other 
Ministries as these grants are disbursed for different pt.trpOBeS and 
this monitoring if at all, has to be done by the Planning Commission. 

[Ministry of Home Affairs O.M. No. 11/21022/20 (16) /86-P'CRA. I. 
dated 9-10·198'7] 



CHAPTER IV 

!ttCOMMENDATIONS/OBSERVATIONS IN RESPECT OF wmCH 
GOVERNMENTS REPLIES HAVE NOT BEEN ACCEPl'ED BY 

THE COMMITTEE 

Recommendation .(SL No.1, Para 1.13) 
, 

The Committee find that whereas sanctioning of grants to volun~ 
tary organisatlons for promoting National Unity and solidarity comes 
within the purview of National Integration Division of the Ministry 
of Home Affairs, the FeRA, Division in that Ministry deals with re-
gulation of foreign contributions received by certain individuals and 
Voluntary Organisations. The Committee do not subscribe to the 
view that there is no need for coordination between these two Di-
visions. In the ultimate analysis, the aim of the grants either sanc-
tioned by the National Integration Division or received from abroad 
should be the promotion of National Unity and solidarity. Simi-
larly, there is a strong case for coordination between the FCRA 
Division in the Ministry of Home Mairs and the Department of 
Economic Mairs, in the Ministry of Finance, which administers 
FERA, so far as receipt of foreign contributions by Voluntary Or-
ganisations is concerned as there may be many voluntary organisa-
tions \yhich are receiving funds from abroad both through FCRA 
and F'ERA. As a matter of fact, both the Divisions in the Ministry 
of Home Affairs and the Department of Economic Affairs itl the 
Mirlistry of Finance should evolve a well-lmit mechanism so that 
any tendency whereyer discernible, to disrupt the cause of National 
Unity and sodidarity with the funds received either from the Minis-
try of Horne Affairs or abroad is curbed ab-inttio. 

Reply of Government 

The National Integration Division of Ministry of Home Affairs 
deals with sanctioning of grants to voluntary organisations for pro-
moting National Unity and Solidartty. Fe (R) Act was enacted 
mainly to regulate the acceptance and utilisation of foreign contri-
bution by certain associations having a deftmte cultural, economic 
educational, religious or S'OC'ial programme. While foreign con-
tributions can be accepted by such associations for any of the above 
purposes, Government cannot insist that such conributJon be utntsed 
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towards promotion of National Unity and solidarity along. Thus the 
aims of the two Divisions are entirely different and there has been 
no need for co-ordination between these two DivisiOllS. If the need 
arises in future, mutual consultations can always be held. 

As regards co-ordination between FCRA Division and FERA Di-
vision, we are already maintaining close co-ordination with the !)e.. 
.artment of Economic Affairs in the Ministry of Finance which 

administers FERA. The role of FCRA is limited to foreign contri-
bution received by certain voluntary associations and foreign hos-
pitality accepted by certain category of persons. In the event of 
need arising.to ascertain compliance with FERA in respect of funds 
not covered by FCRA, the two Divisions can consult each other on 
case to case basis. Mutual consultations are also held on policy 
issues as necessary. Hence the Government do not percieve a need 
to further formalise the arrangement. 

The grants disbursed by National Integration Division are for 
the purpose of financing schemes for strengthening national inte-
gration. They have a promotional purpose. The foreign Contribu-
tion (Regulation) Act regulates the inflow of foreign exchange for 
various activities by various organisations as well as individuals. 
Its purpose is regulatory. There is no -connection between the 
two activities. 

[Ministry of Home Affairs a.M. No. II/21022/20 (16) /86-FCRA. I. 
dated 9-11)..1987] 

Recommendation (Sl. No. Z, Para 1.38) 

The Committee are constrained to find discrepancies in the in-
formatioA contained in the Preliminary Material furnished to the 
Committee that 'Monitoring Unit was created in June 1982 and 
strengthened between March and May, 1985 and in a subsequent 
note that durin'g the years 1983 and a part of 1984, Motlitoring Unit 
had not come into existence'. From these two conflicting state-
ments, it is apparent that the Ministry did not bother to vouchsafe 
the veracity of the information furnished to the Committee. The 
Committee cannot but deplore this sort ,of lethargic and indifferent 
attitude shown by the Ministry .towards the Committee. The Com-
mittee would like the Ministry to reconcile these two statement.. 
and flx responsibility. 
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Reply of Gove1'1UDent 

There is actually ll(l discrepancy in the two statements furnished 
before the 'Committee regarding staff position of the Monitoring 
Units. The posts of two Assistant Directors for the Monitoring Unit 
were sanctioned in June, 1982. Applications for filling up these 
posts on deputation basis were called some time in November, 1982. 
After the Appointment orders were issued the flrst incumbent joined 
the post in May 1984. Therefore, though the Monitoring Unit was 
created with two posts of ADs in June, 1982, it came to physical 
existence only in May 1984 when the first incumbent joined Second . , 
post of AD was filled in April, 1985. Other ADs j'Oined subsequently 
and only by February 1987 that all 6 ADs were in position. Hence, 
the statement that "the Monitoring Unit was created in June 1982 
and strengthened between March and May 1985" was in no way in-
correct. The statement, "During the year 1983 and a portion of 
1984, had Monitoring Unit had not come into existence", also reflect-
ed the factual position there is no discrepancy between the two. 

[Mini.tJ:'Y of Home Affairs, O.M. No. II\21022\ (16) \86-FCRA. I. 
dated 9-10-1987] 

Reconunendution (S1. No.5, Para 2.14) 

The Committee are surprised to learn that in respect of associa-
tions applying for registration under the Foreign Contribution (Re-
gulation) Act information supplied by the associations in the pres-
cribed application form was generally treated as authentic and that 
there is no special machinery available with the Ministry of Home 
Affairs to check the accuracY thereof. The Committee would like 
the Government to ensure that registration is granted to only such 
Ol'ganisations as are actually engaged in definite cultural, economic, 
educational, religious or social programmes. TlUs is of paramount 
importance particularly in the sensitive and border areas. The 
Committee are of the view that assistance of the States Intelligence 
agencies should be sought to check the genuineness of the particu-
lars furnished by any aseociation applying for registration before 
grantin, registration to the association. 

Reply of Governmem 

It may be noted. that the field inquiries are not being made in 
almost all the cases before granting registraUonunder 6(1) of FC 
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(R) Act. Registration under Section 6(1) came into existence wl~ 
effect from 1-1-85 after the last amendmellt of the Act. Since a 
large number of applications were received iniUaUy, field inquiJries 
were not conducted in all cases before granting registration. It is 
now being ensured through such field inquiries that registration is 
granted to onlysueh organisations as are actually engaged in definite 
cultural, economic, educational, religious and social programmes. 
Assistance of, State Intelligence agencies is also sought wherever 
necessary. 

[Ministry of Home Affairs O.M. No. I1/21022/20(16)/86-FCRA. I. 
dated 9-10-1987] 

ReeommcndaHn'l {SI. No.6, PaN 2.18) 

The Committee are unhappy to find that during the years 1986 
and 1986, associations numbering 11 and 10 respectively, were wed 
to seek withdrawal of their registration there being no provision in 
the Foreign Contribution (Regulation) Act for the cancellation ot 
their registration by the Government. The Committee are-perturb-
ed to learn that in one ease where subsequent enquiry, revealed that 
a regictered organisation, in fact, was only a paper organisation, the 
Government directed the "non existant registered organisation" 
to seek permission under section 6(1) of the Act to accept the foreign 
contribution. The Committee are not aware whether any foreign 
contribution had actually been received by the said organisation be-
fore it came to the notice of the Government that it was a paper 
organisation. This is indicative of the complete state of helpl .... 
ness on the part of Government where it had to corresp<>Z)d with 
an imaginary-registered organisation but could not de-regiJter the 
organisation. 

Reply of Government 

Certain observations have been made regarding a non-existing 
paper organisation, which was required to seek prior permission 
undr Section 6( I) of the Act before accepting any foreign contri-
bution. The said association namely Community Service Society, 
Nagar-coil, Tamil Nadu was granted registration earlier without 
making any field inquiries. Subsequently, it transpired during field 
inquiry that this was a paper organisation. As per report of field 
inquiry. the organisation receiwd Rs. 90,000 during 1985. They 
were called upon to send intimation and they agreed to do so. But 
unfortunately no ;nUmattnn was sent within stipulated time. ~. 
fore, the organisatIon WH put In prior pennttsion catepry m May, 
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l.986, They have also been directed to explain the lapses. Further 
penal action is being processed. It may also be noted that the effect 
of de-registration will be the same as that of putting the association 
in prior permission category under section 10 or under proviso to 
Sec. 6(1). 

(Ministry of Home Affairs O.M. No. 1I/21022/20 (16) /86-FCRA. I. 
dated 9-10-1987] 

Recommendation (81. No.9, Para 3.(1) 

The ComnUttee note that tpe number of organisations de~ected 
to be misutijiging the foreign contributions is· infinitesimally small 
when compared to total number of organisat.ons receiving foreign 
countrib~tions (including 10595 registered organisations as on 
31-12-1986) and the magnitude of the foreign contribution flowing 
to the Country. The Committee have a feelmg that had the Minist-
ry of Home Affairs evolved a strong monitoring mecharusm and 
the other investigating agencies had done their job properly and 
with firmness and convi~tion the number of organisations using the 
amount of foreign contributions for purposes other than declared 
vrould have swelled mainfold. The Committee are of the view 
that misutilisat.ion of contrihution cannot be detected by examina-
tion of statements etc., furnished by the organisations sitting across 
the table, unless concurrently backed up by field action by adequate 
dedicated machinery. While agreeing with the view of the Ministry 
of Home Affairs that a very huge separate- monitoring set up may 
not be necessary to deal with the detection Of misutilisation of con-
tributions the Committee feel that the existing monitoring set _ up 
requires to be strengthened to ensure regular feed·back about the 
correctness of utilisation of foreign contributions received by vari-
ous organisations. The Committee are of the view that the intelli-
gence agencies are required to be geared up further to ensure that 
all cases referred to them for investigation are dealt with sincerely 
and with expedition- The Committee do not understand as to why 
the CBI should have been 'reluctant' to undertake investigation into 
the offences committed by some organisations under the Foreign 
Contribution (Regulation) Act. The Committee recommended that 
assistance of the Police and Intelligence agencies of the States should 
be increasin·gly solicited and CBr and other central intelligence 
agencies should 'Closely liaise with the State agencies for the purpose. 

Reply of Government 

'!'he Committee observed that in order to deal witb the detection 
of misutilisation of foreign contributions, tne existing Monitoring 
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set up requires to be strengthened. As per the above observation 
of the Committee, a proposal to strengthen the Monitoring Unit has 
been included in the draft Cabinet Note prepared while processing 
the present amendment of the Act. Once the Monitoring Unit is 
further strengthened, it would be possible to scrutinise the accounts 
thoroughly and to hold field inspection in greater number of cases. 

[Ministry of Home Affairs, O.M. No. III21022120(16) 186--FCRA.. I. 
dated 9-10-1987.] 

Recommendation (SI. No. 11, Pille '-38) 

The Committee note that grants-in-aid are given by the Ministry 
of Home Affairs to voluntary organisations which are inter alia 
engaged in discouraging communal ill·will and regional anomos!ties; 
weaning the mis-guided elements from. the path of violence; propa-
gation of principles of tolerance and harmony; mobilising forces t'Or 
national unity and solidarity and for fostering fellow feellng for 
raising tho quality of national life. The Committee are unhappy to 
find that despite such laudable objectives for whichgranta~in-aid are 
offered, sufficient number of voluntary organisations are not coming 
forward to avail 01 the grants simply because Government has not 
given adequate publicity to the scheme. According to Ministry's own 
admission during evidence, many voluntary 'Organisations might not 
be aware of the Scheme. This is also evident from the fact that 
during the years 1983-84 and 1984-85 the Ministry has not been able 
to disburse even 50 per cent of the amount of Rs. 5 lakhs provided 
in the Budget for th'Ose years. The Committee, therefore, desire 
that adequate publicity to the Scheme should be given through ap-
propriate media so as to encourage response from voluntary organi-
sations working in the fields. The Committee feel that special 
drive in this connection is called for in the remote, hilly, difficult 
and sensitive border terrains of the country, 

Reply of Government 

Home Minister has already written to Chief Ministers in Febru· 
ary, 1987, requesting for wide pubJicity ttl the scheme. A letter on 
!~e same lines has been addres.'1ed to the Chief Secretariell concern-
ed. Ministry of I &: B has also been requested to give wide-spread 
publiclty to the scheme. 

iJlinistry of Home Affairs OM No. II/21022/20 (16)/86-FCRA-I. 
dated 9--10-1987.] 
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Becommendatien (Sl No. ~ Para 4.38) 

The Conunittee are unhappy to be informed that apart from the 
utilisation certificates, which in some cases may not be received from 
voluntary organisations getting grants-in-aid, there is no other 
mechanism availab~e with the Government to ensure that the grants-
in-aid given to the voluntary organisations have in fact been utilised 
for promoting the cause of national integration and solidarity of the 
country. The Conunittee consider that it is incwnbeat on the Gov-
ernment to ensure that the Grants- in-aid given to voluntary organi-
sations are in no way mis-utilised by any voluntary organisation. 
The help of the State Intelligence agencies and the Central Intelli-
gence agencies can be sought with advantage to go into the working 
of any voluntary organisation about whose credentials there is the 
slightest doubt. 

Reply of Government 

Before sanctioning any grant, the antecedents of the voluntary 
organisations are checked up with the State Government and the 
Central Agencies. 

[Ministry of Home Affairs OM No. 1I/21022l20 (16)/86-FCRA-1. 
dated 9-10-1987·1 



CIiAPTEa V 

RECOMMENDATI0NS/OBSERVA'1'10NS IN RESPECT OF WHICH 
FINAL REPLIES ARE STILL A W AlTED 

Recommendation (81. No. 7, Para 2.19) 

The Committee would like the Government to plug loop-holes 
in the Foreign Contribution (Regulation) Act by bringing forward 
suitable amendments to the Act at an early date including amend-
ment empowering the Government to deregister my association 
registered on WTong informution furnished by it or found subsequen-
tly indulging in malpractices and nefarious activities. 

Reply of Go~ernment 

Amendment to F'oreign Contribution (Regulation) Act, provid-
ing for cancellation or suspension of registration is under considera-
tion of the Government. 

[Ministry 'Of Home Affairs OM No. II/21022/20 (16)/86-FCRA-I. 
dated 9-10-1987.] 

RecoDUDeJldation (SI. No. 10, Para 3.42) 

The Committee consider that the enactment of the Foreign Con-
tribution (Regulation) Act, 1976 wu a good step to have IIOme direc:t 
control over the inflow of foreign contribution to the allOCiationsl 
organisations. Its amendment in 1985 was also a welcome move in 
the right direction. The Committee, however, feel that the provisions 
of the Act still fall woefully short of the expectations and are 
totally tnadequ&te to cope with the atur~ndous task that lies ahead in 
connection with the detection of orgamsations who might 
be engaged in clandestine and: anti-national activities witl,l the 
foreign contributions received by them. There is no provision in 
the Act conferring explicit powers on the Government to check mis-
utilisation of foreign contribution or for taking appropriate ppnal 
action which could be taken against the erring associations. The 
Committee strongly recommended that the proviSions of the Act 
should be reviewed thoroughly by an expert Committee with a view 
to suggesting amendments to provide for machinery to eft'ecttwl, 
check the misutUisation of funds by voluntary organisations etc., 
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and the stringent punishment to be provided therefor. The Commit-
tee are aware that inflow of foreign contribution is valuable for the 
country but it has to be ensured that the same is not utilised for 
the purposes other than those decleared. 

Reply of Govel'JUlleat 

It was earlier stated before the committee that there was no 
provision in the Act conferring explicit powers on the Central Gov-
ernment for taking appropriate penal action for misutilisation of 
foreign contributions. As per assurance given before the Committee 
at the time of hearing, and in view of the recommendation of,. the 
Committee, a proposal to amend various provisions of the Act is 
being examined by this Ministry in consultation with Law MiniStry. 
A new provision vesting the Central Government with powers to 
prosecute in any caSe of misutilisation of foreign contributions, is 
also proposed to be incorporated in the said amendments as per ob-
servation made by the Committee, providing for suitable penalty. 
The draft amendments are being finalised and will be considered for 
being introduced in the parliament as early as possible. 

[Ministry of Home Affairs O.M. No. II/21022120(16)/86-FCRA. I 
dated 9-10-1987.] 

Recommendation (SI. No. 14, Para 4.41) 

The Committee note that the last amendment/addition in the 
pattern of assistanCe of grants-in-aid was made in January, 1971. 
The Committee desire the Ministry of Home Mairs to again review 
the grants-in-aid Scheme as more than 16 years have elapsed since 
it was last amended. 

Reply of Govermnent 

The State Governments have been addressed for their views in 
respect of efficacy of the existing Scheme. As soon as the response 
from the State Governments is available, the Scheme will be review-
ed with a view to making it more effective. 

[Ministry of Home Affairs O.M. No. II/21022120(16)/86-FCRA. I 
dated IHO-1987.] 

NEW DBLHIj 
FtWruory 18, 1988 

Magha 29, 1909 (Saka) 

~ CHANDRA. TRIPATHI, 
Chairman, 

Eltim4te Committee. 



APPENDIX 

("Ide Introduction) 

Ana"',;" of aci/olllak,,, by GovtlrlUMlll on 1M tf5th bport oj tM Eslimtl161 COIM/lltH 
(Btl! Lok Sablta) 

I. Total number of R.ecommeadatjODs 

n. Recommendations which have been accepted by tho Government 

(SI. Nos. 3, 15) 

Percentage to total 

) II. Recommendations which the Committee do DO desire to punue in view 
of Government's replies 

(81. Nos. 4, 8. 13). 

Percentage to total 

j iV) Recommendations In res~eot of which replies.,r Government have not 
been accepted by Committee. 

(SI. Nos. 1, 2, S. 6, 9, 11, 12). 

Percentage to total . 

(V) Recommendations in respect of which final repliCII of Government are 
still awaited. 

(81. Nos. 7, 10. 14) . 

P"rcentltge to total . 
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IS 

3 

20% 

7 

47% 

3 
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