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INTRODUCTION 

I the Chairman of the Pub!ic Accounts Committee, as authorised , 
by the Committee, do present on their behalf this Forty-First Re-
port of the Public Accounts Committee on paragraph 26 relating to 
Expenditure on New Service/New Instrument of Service included 
in the Report of the Comptroller and Auditor General of India for 
the year 1978-79, Union Government (Civil). Paragraph 26 dealt 
with some cases where the prescribed limits of expenditure were 
exceeded anti the expenditure constituted "new service" or "new 
instrument of service", but no advance from the Contingency Fund 
was obtained nor prior approval of Parliament taken. The Com-
mittee have deprecated the tendency on the part of the Ministries/ 
Departments to continue to spend large sums of money without 
Parliament's authority year after year. This is illustrative of laxity 
in control over expenditure on the part of internal finance. The 
Committee have desired that the matter should be discusset\ by the 
Ministry of Finance with the C &; AG of India with a ~ to devis-
ing ways and means to strengthen internal finance as well as inter-
nal audit. 

2. The Report of the COIiQ-ptroller and Auditor General of India 

for the year 1978-79, Union Government (Civil) was laid on the 

Table of the House on 12 June, 1980. The Public Accounts Com-

mittee (1980-81) examined this paragraph at their sitting held on 8 

January, 1981. The Committee consitiered and finalised this Report 

at their sitting held on 20 April, 1981. The Minutes of the sittings 

of the Committee form Part U* of the Report. 

3. A statement containing the main conclusions and recommen-

dations of the Committee is appended to this Report (Appendix In). 

For facility of Nference these have been printed in thick type in the 
body of the Report. 

·Not printed. (One cyclostyled copy laid on the Table of the 
House and 5 copies placed in Parliament Library). 

(v) 



(vi) 

4. The Committee place on record their appreciation of the assis-
tance rendered to them in the matter by the office of the Comptroller 
and Auditor General of India. 

5. The Committee wouln also like to express their thanks to the 
officers of the Ministry of Finance (Department of Expenditure), 
Ministry of Energy (Department of Power), Ministry of Planning 
(Department of Statistics) and Department of SCience and Tecluio-
logy, for the cooperation extended by them in giving informations'" 
to the Committee. 

NEW DELHI; 
April 24, 1981 
Vaisakha 4, 190:f (5) 

CHANDRAJIT, YADAV. 
Chairman, 

Public Accounts Committee. 



REPORT 

Audit Paragraph 

Expenditure on "New Service/New Instrument of SeT'lJice." 

1.1. In July 1970, on the recommendations of the Public Ac-
counts Committee, Government hact, inter alia, prescribed certain 

~ for different categories of expenditure beyond which the 
expenditure constituted "new service" or "new instrument of ser-
vice" and required prior approval of Parliament. During test 
check in audit of the accounts for 1977-78 and 1978-79, the following 
cases· were noticed in which the prescribed ~ were exceeded 
ann the expenditure constituted "new service" or "new instrument 
of service", but no advance from the Contingency Fund was obtained 
nOr prior approval of Parliament taken. 

(i) Minisbry of Energy 

(Grant No. 29-Power Development for 1978-79) 

1.2. The Department of Power paid Rs. 36.11 lakhs during 1978-
79 as subsidy to the Bharat Heavy Electricals Ltd. against a provi-
sion of Rs. 20 lakhs in the Budget Estimates. The additional pay-
ment of subsidy of Rs. 16.11 lakhs was in excess of the prescribed 
limit of Rs. 10 lakhs anci: was met by re-appropriation within the 
grant. 

(ii) Department ot Science &: Technology 

(Grant No. 77-Deptt. of Science &: Technology for 1977-78) 

1.3. The Department of Science and Technology paid Rs. 77.94 
lakhs during 19'17-78 as grants-in-aid to the Bose Institute, Calcutta 
against the provision of Rs. 40 lakhs for the purpose in the Budget 
Estimates. The increased payment was stated to be mainly for en-
abling the Institute to meet additional expenditure on speedy cons-
truction of laboratory building for which a provision of Rs. 2 ~

han been included in the Budget Estimates. The additional pay· 
ment of Rs. 37.94 lakhs was in excess of the prescribed limit of Rs. 10 
lakhs and was met by reo-appropriation within the grant. 
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(iii) MiniBtry of Pl.a.nn1m.9 

(Grant No. 73-Statistics for 1978-79) 

1.4. The Ministry of Planning (Planning and Statistics) paid 
Rs. 361.63 lakhs during 1978-79,as grants-in-aid to the Indian Statis-
tical Institute, Calcutta against a provision of Rs. 287.10 lakhs in the 
Budget Estimates. The increased payment was stated to be for en-
abling the Institute to meet additional expenctiture on existing ser-
vices (Rs. 54.53 lakhs) and expenditure on the new scheme of De-
veloplXlent of the Bangalore Centre (Rs. 20 lakhs) for which no 
provision was made in the original budget. The additional payment 
of Rs. 74.53 laths exceeded the prescribed limit of Rs. 30 lakh.$ and 
was met by re-appropriation within the grant. 

[Paragraph 26 of the Report of the Comptroller ann Auditor 
General of India ·for the year 1978-79-Union Government 

RT.. (CiviD] 
.,=.1. .1. .'. 

1.5. In terms of Article 115(1(a) of the Constitution, when a 
need has arisen during the current financial year for supplementary 
or additional expenditure upon some new service not contemplated 
in the Annual Financial Statement for that year, another statement 
showing the estimated amount of that expenditure should be lain 
before both the Houses of Parliament and necessary appropriation 
law got enacted in terms of Article 115 (2). The term 'New Service' 
has not been defined in the Constitution. 

1.6. In 1967-68, the Public Accounts Committee considered the 
question of prescribing guidelines for determining items of expen-
diture, from the Consolitlated Fund of India, which would constitute 
expenditure on 'New Service' attracting the provisions of Article 
115(1) (a) of the Constitution. In their 11th Report (4th Lok 
Sabha), the Committee inter.alia specified the items of expenditure 
that would constitute 'New ServicelNew Instrument of Service' 
~ Parliament's approval. 

1.7. Accordingly, Ministry of Finance (Department of Economic 
A1l'airs) issued instructions vide their O.M. No. 8 (60) -B/fS dated 
27th July 1970 requesting the Ministries etc. of the Government of 
India to note the above limits and to examine cases of New Service/ 
New Instrument of Service etc. arising thereafter in the light of 
these instructions vide O.M. No. F. S(49)-B (R & A) /78 dated 12 
April 1979 (Appendix n. 

1.8. The audit para points out that inspite of above-said instruc-
tions having been brought to the notice of Minist,ies by the Minis-
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try of Finance, during test check of the accounts for the years 1977-
78 and 1978-79, three cases relating to the Ministry of ~

(Department of Science and Technology) and Ministry of Planning 
(Deptt. of Statistics) were noticed in which the prescribed limits 
were exceeded and the expenditure constituted "New Service" or 
"New Instrument of Service" but no advance from the contingency 
fund was obtained nor prior approval of Parliament taken. 

1.9. The Committee called for detailed notes from the Ministries 
concerned explaining the circumstances in which the expenditure 
was incurred The information furnisheel to the Committee is re-
produced below: 

Ministry of Energy. 

"The provision of Rs. 20 lakhs was made for the first time in 
the Budget 1978-79 to cover the period from 1-10-1976 to 
28-2-1978, as proposed by BHEL. The additional reqUire-
ment of Rs. 16.11 lakhs was to cover the period 1-3-1978 
to 31-12-1978. Apart from the period covered, there was 
no change in the scope or the purpose etc. of the scheme. 
As was reporteel to the Parliament under 'New Service' 
through the Demands for Grants 1978-79, the subsidy re-
presented the differential between the higher iJlterest rate 
payable by BHEL on Central loans and the rate charged 
by BHEL to the State Electricity Boards. The actual 
quantum of subsidy depends on the particular spares (and 
their value) lifted by the State Electricity Boarrls for 
repairs fom time to time and BHEI" presumably had. 
some difficulty in estimating the same for future periods." 

The Committee desired to know when and at what level the 
8'dditional subsidy was sanctioned anel when the payment 
was made. The Ministry have replied: 

"The additional subsidy was sanctioned to BHEL on 28th 
December 1978 and January, 1979 with the approval of 
Joint Secretary and Financial Aelviser to the Department 
of Power. The actual payments were made on 31-1-1979 
and 2-2-1979. 

Initially, a sum of Rs. 20 lakhs was provided in the Budget 
Eatimates 1978-79 for payment of subsidy to BHEL for the 
period 1-10-1976 to 28-2-1978. Against this, a sum of 
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as. ati.11 lakhs was proposed in the Revised Estimates 
1978-79, to cover the period upto 31-12-1978: As the Min-
istry was of the view that the adctitional requirement of 
Rs. 16.11 lakhs did not constitute New Instrument of Ser-
vice and as necessary savings to meet these requirements 
by re-appropriation were available in the revenue grant, 
this was agreed to." 

"The Department of Power were aware that payment of sub-
sidy to BHEL would involve the principle of New Service. 
Therefore, at the time of framing the budget, this item 
was included in the Statement showing details of New 
Service/New Instrument of Service at the enc\ of Part (II) 
Demands for Grants 1978-79. In the statement, it was 
clarified that the subsidy represents the diffe1'ential 
between higher interest rate payable on Central loans 
and the rate charged by the BHEL to the State-Electri-
city Boards . 

. . . . the release of additional subsidy was not the result of a 
new policy decision. The Department Of Power were, 
therefore, of the view that this c\id not attract or infringe 
the instructions issued by the Ministry of Finance in 
J ul)" 1970 regarding New Instrument of Service parti-
cularly in view of the fact that in the same year itself, 
i.e. 1978-79, the case was reported to Parliament as New 
Service and the payment was in relation to the activities 
of the Government which had been approved by Parlia-
ment in the past and which were visualised In the de-
mand." 

1.10. The Committee enquired as to when the Ministry of Energy 
(Department of Power) became aware that the additional payment 
would require prior approval of Parliament and what action was 
taken thereafter. In reply, the Department of power have stated: 

"When Audit pointed out, after scrutiny of the draft Appro-
priation Accounts for 1978-79 that ...... the ariditionaI 
subsidy payment of Rs. 16.11 lakhs would attract the 
principle of New Instrument of service, immediate action 
was taken to bring the matter to the notice of Parliament 
through appropriate mention in the Notes on Demands for 
Grantfl 1980-81 vide para 5.7 on page 7 of the Demands 
for Grants, Part II, 1980-81." 
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1.11. Asked whether the Ministry of Finance were consulted re-
garding payment of adrlitional subsidy to BHEL, the Department of 
Power in a note have stated: . 

"The Department of Power did not consult the Finance Min-
istry in regard to the payment of additional subsidy to 
BHEL; this case was brought to their notice by the Direc-
tor of Audit, Central Revenues, after the close of the 
financial year 1978-79". 

1.12. During eviclence the Committee enquired as to why the 
proposal for grant of additional subsidy was not included in the 
Supplementary Demands for Grants. The Financial Adviser, De-
partment of Power replied: 

"In this particular case, the adrlitional subsidy of Rs. 16.11 
lakhs could be covered by re-appropriation from the sav-
ings available in the Grants. Since it was not thought at 
that time that it attracted the provisions of New Instnl-
ments of Service, no proposal for the supplementary de-
mands for grants was made in the budget." 

The Secretary, Department of Expenditure pointed. out: 

"This is really the nub of the case. Certainly the department 
would have asked for more supplementary grants if the 
amount of Rs. 16 lakhs and odd had been construed as 
being a new Instruments of Service because it exceeds 
the 10 lakhs limit. The department considerecl reappro-
priation from the savings and they did not go in for the 
supplementary demands for grants." 

1.13. Asked if in this case the instructions issued by the Ministry 
of Finance, had not been violated, Secretary, Department of Ex-
penditUre replied: 

, "Strictly speaking, they should have asked for a supp]emen-
tary demand." 

Department of Science & Technology 

1.14. The audit para states that the Department of Science and 
Technology paid Rs. 77.94 lakhs cluring 1977-78 as grants-in-aid to 
the Bose Institute, Calcutta against the provision of Rs. 40 lakhs for 
the purpose in the budget estimates. In this connection the Com-
mittee desired to know whether the sanctioning authorit; was aware 



that the payment of additional expenditure would require prior 
approval of Parliament under the instructions issued by the Min-
istry of Finance in July 1970. The Dspartment of Science anel 
Technology have stated: 

"The additional requirement arose mainly for the laboratory 
building for which a token provision of Rs. 2 lakhs had 
been included in the budget. The Department was under 
the impression that with the inclusion of the token pro-
vision for the laboratory building in the budget, addi-
tional funds for its construction could be provide by re-
appropriation from savings." 

1.15. II reply to a question as to: when the additional grant-in-
aid was S&&1Ctioned, and when the payments were actually made the 
Ministry have furnishecl a detailed note in'dicating the initial pro-
posal, its examination and advice given at various stages till its 
finalisation. The same is reproduced below: 

,'The additional grant in aid of lb·37 , 94 lakhs was released in instalments during 1977-78 
ad indicated beIow:-

Amount 
lb. 

-------------------
Date Remarks 

---------------------------------
A. For ~.t 6uiltIirtgs : 

8'00 Jakhs 

10'00 lakhs 

6, 00 Iakhs 

3'44 Jakhs 

B. For ~ ~ : 

1'00 lakh 

(Plan-recurring) 

lI' 50 Jakhs 
(Non-plan recurring) 

2.00 'akhs 

(Plan-recurring) 

3'00 lakhs 
,-(Plan Non-recurring) 

lI'OO Jakhs 
(Plan-recurring) 

July, 1977 

Oct" 1977 

Feb. 1978 

March, 1978 

Excludes R.. 2 Jakhs provided 
in th budget 1977-78 

Januray 1978 A total amount of lb. 3 'akha wu relea.d 

and this included for budget provision of 

Rs. 2 lakhs. 

January, 1978 A total amount of lb. 7,25,000 
was released which included 
the budget provision of Rs . 

Feb,1978 
.... 75,000. 

Feb., 1978; 

March,1978 



1.16. The additional grant-in-aid was sanctioned in instalments 
with the approval of Financial Adviser (DST3 in the light of the 
progress of construction of the building and other requirements as 
also fund availability anel need for economy. 

1.17. The Institution's first request for release of Rs. 20 lakhs came 
in April, 1977. It was examined in the Department and with the 
approval of FA, DST, it was decided to release a sum of Rs. 10 
lakhs. It was also felt that the Institute should be requested to go 

__ slow on the construction. The Institute, however, wrote to the 
Department in August, 1977 stating that the situation regarding 
availability of Cement had consicierably improved and that the rainy 
"season was also over and consequently the building work had gain-
ed momentum. The institute therefore requested for the release of 
Rs. 15 lakhs. This request was considered by the Department and 
it was decicted with the approval of FA, DST to release a further 
amount of Rs. 10 lakhs and the sanction was issued in September, 
1977. A meeting of the Building Committee had also taken place 
in July, 1977 when it decided that it would be necessary to take ac-
tion for conclusion of contracts for electricity, sanitary and water 
supply anel in view of this in September, 1977, the Institute requested 
for additional funds. The Institute was advised in October, 1977 
that they should take up only such items which required to be 
taken up along with the civil construction and the remaining items 
could be left to be taken up during the next financial year (1978-79). 
The Institute again pressed for the funds in January, 1978 for release 
of Rs. 101akhs. This matter was considered by the Department and 
the Department agreed for a sum of RS. 6 lakhs and with the approval 
of FA, a sanction was issued for Rs. 6 lakhs in January, 19'78. The 
Institute continued to press for the release of the balance of Rs. 4 
lakhs and as some savings could be located towards the end of the 
financial year, an amount of Rs. 3.44 "lakhs was released in March, 
1978." 

1.18. Asken as to when the Department became aware that the 
additional expenciiture required prior approval of Parliament, the 
Department have stated: 

"The Department came to know of it when it was pointed 
out by the Audit in their letter dated 7th March 1979 
when no action was possible to regularise it." 

1.19. Asked if there was any consultation between the Depart-
ment of Science 'and Technology and the Ministry of Fmance before 



or after the additional amount of Rs. 37.94 lakhs was authorised for 
payment the Department have replied: 

"the Ministry of Finance was not consulted before the release 
of additional amount of Rs. 37.94 lakhs to the ~ Insti-
tute Calcutta by the Department of Science and Techno-
logy. The latter made a reference to the Ministry of 
FiIlance much afterwards in November 1979 on receipt of 
audit objection." 

Min.istry of Planning 

1.20. The audit para states that the Ministry of Planning 
(Planning ann Statistics) paid Rs. 361.63 lakhs during 1978-79 as 
grants-in-aid to the Indian Statistical Institute, Calcutta against a 
provision of Rs. 287.10 lakhs in the Budget Estimates. The additional 
payment of Rs. 74.53 lakhs exceeded the prescribed limit of Rs. 30 
lakhs and was met by re-appropriation within the grant. In this 
connection, the Committee desired to know as to when the adclitional 
grants were sanctioned and payments made. In reply, the Depart-
ment of Statistics have stated: 

"The Statutory Committee of the Indian Statistical Institute 
appointed under Section 8 (1) of the lSI Ad, 1959 recom-
mended in November 1978 revtsen grants-in-aid to the 
Institute for 1978-79 as under: 

NON-PLAN Rs. 239.05 lakhs-(as against Rs. 206.50 lakhs) 
" 

PLAN Rs. 122.58 lakhs (as against Rs. 80.50 lakhs). 

The additional amount of the granu.-in-aid .were i;nc1uded in the 
Revised Estimates 1978-79 and referred to the Ministry of Finance 
on 7-12-78 for approval. After approval of the Revised Estimates 
1978-79 by the Ministry of Finance on 12-12-'78 (at the lE!vel of Joint 
Secretary, Department of Expenniture) fair copies of statement of 

~ were issued on 12-12-78. Sanction for payment 
of additional amount of grants-in-aid was issued on 13th February, 
1979 by the Department after obtaining the approval of additional 
Secretar.y. Department of Statistics and in consultation with the 
Internal Financial Adviser. The payment of these addition-al grants 
was macle to the lSI on 13th March, 1979. 

1.21. Asked if it was within the knowledge of the sanctioning 
authorityn:inance . Adviser in the Ministry that this additional pay-
ment reqUIred. pnor approval of Parliament under the inc;trnctionp 
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issued by the Ministry of Finance in July, 1970 the Ministry have 
stated. 

"It is regretted that the instructions issued by the Ministry 
of Finance in July 1970 prescribing inter-alia certain 
limits for different categories of expenditure beyond which 
the expenditure constitutes "New Service" or New Instru-
ment of Service" and required prior approval of Parlia-
ment were lost sight of in the Department of Statistics. 
However,. in this connection it may be stated tliat under 
Demand No. 7'3-STATISTICS of the Demands for Grants 
of the Ministry of Planning for the subsequent year 1979-
80 submitted to Parliament, figures of Rs. 122.58 lakhs 
(Plan) and Rs. 239.05 bkhs (Non-Plan) were indicated 
against the head Al(4) (I)-Grants to Indian Statistical 
Institute, Calcutta under the column "Revised Estimates 
1978-79" with a parallel exhibition of the figures of 
Rs. 80.50 lakhs (Plan) and Rs. 206.60 l!lkhs (Non-Plan) 
under the column "Budget Estimates 1978-79". In future 
it will be ensured that the approval of the Parliament is 
explicitly obtained where the additional grant exceeds the 
llmits laid down in the Ministry of Finance O.M. No. F. 
8(60) IB/69 . dated 27-7-1970." 

1.22. In reply to a further question as to when the Ministry of 
Planning became aware that the additional payment required prior 
approval of Parliament and what action was taken thereafter, the 
Minister have replied: 

"On 17-1-1980 the Director of Audit, Central Revenues, New 
Delhi pointed out that the augmentation of the grant-in-
aid to lSI, Calcutta. by an amou.nt of Rs. 74.53 lakhs was 
beyond the limits prescribed in the Ministry of Finance 
O.M. No. F. 8 (60) IB/69 dated 27-7-1970 and attractl"d the 
proviSIon of "New ServiceJNew Instrument of Service" 
wl1ich required prior approval of Parliament. No action 
was possible to regularise it at that stage." 

1.23. Asked whether there was pny consultation between the 
Ministry of Planning and the Ministry of Finance before -or after 
this ,additional amount of Rs. 75.53 lakhs was authorised for pay-
ment, the Ministry of Planning have replied. 

"While it is true that the Department of Statistics had con-
sulted the Expenditure Division of the Ministry of Fin-
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ance before the funds were reappropriated for meeting 
expenditure on account of additional grants to the lSI, 
it may be pointed ou.t that under Rule 19(4) of the Dele-
gation of Financial Powers Rules, 1978 and guidelines 
issued by the Ministry of Finance in July, 1970 it is neces-
sary to obtain prior approval of Parliament for diversion 
of funds to meet such expenditure.. Even the Ministry 
of Finance concurrenr:-e is not sufficient for this purpose. 
Tl!s case was brought to the notice of the Budget Divi-
sion of the Ministry of Finance by audit after the close 
of the financial ye'ir 1978-79." 

1.24. During evidence, the Secretary, Department of Expenditure 
admitted: 

"In the case of Indian Statistical Institute, there has been a 
lapse. We would have taken a. supplementary demand." 

,/ -

1.25. The Committee desired to know, if, besides the three cases 
mentioned in the audit para, any other case had come to the notice 
of the Ministry of FinanCe since 1970, where the instructions issued 
had been violated. In reply, the Ministry of Finance (Department 
of Expenditure) have stated-that seven ~ as detailed below were 
brought to their notice by the concerned Ministries/Departments: 

81. Year in which ex-
No. penditure was 

incurred 

---_._---

----_ .. _-----
Name of Minis- Amount Purpose for which Circumstances in whi-
try ofaddi- additional expen-cb additional expen-

tional diture was incurr-diture was ~

(3) 

expenditure ed and reasons why 
incurred prior approval of 
(Rs. in Parliament was not 
lakhs) obtained" or report 

to Parliament was 
... not made 

(5) (6) 

~

I. 1974-75 Ministry of 

Planning 

(Deptt. of 

Statistics) 

Grant-in-aid to 

Indian Statisti-

cal Institute, 

Calcutta 

The expenditure was 

met under the 

impression that addi-

tional requirements 

could be met by 

reappropriation of 
availabe savings 



(3) 

Minllby of 
Planning 
(Deptt. of 
StatIStics) 

Deptt. or Sci-
eacelt Tech-
nology 

do 

,. 1979'& 

11 

(+) (5) (6) 

~ Grant-in aid to 
IDdian Statistical 
Instit.lte, Calcutta 

7R"OO Grant-in-aid to 
NatioDal Remote 
SemiIc Agency 
Hyderabad. 

19"RlI Grant-m..id to 
Raman Reaean:h 
Institute, 
Baqalore. 

10" 5 Grant-in-aid to 
Central Drug 
ReIean:b. 1nsIi-
tutc, Lucknow 

511"5 Subaidy to the The ezpenditure was 
NadcmaI Agri- met uDder the im-

~ Co- preIIiao that .d-
opeftiive Mar- Clitioaal requiremeata 
ketiag Pcdera- could be met 
tim (NAPED) by reappropriation or 
for their price available _vinp. 

IUJIIPOrt ---tioIII J -T--...... ~ ~
ID &YUmnIIJI It 
~

The additioad 
funds wae met hl 
~ or 
_vmp and • repcII't 
to Parliament was 
made in the DctaiI 
Damands COl' 1980-81 • 

. _._----., 

1.26. The Ministry further added that the Ministry of Finance 

(Budget Division) was not consulted for release of funds in any 

~~ the above cases. 

1.27. In a further note Su.bmitted in February 1981 the Ministry 

of Finance reported six more caSes as detailed below in which the 

reqUirement of obtaining prior approval of Parlliament or of reporting 

·to Parliament subsequently has not been observed (Replies have 
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(I> (I) (s) Ct) (5) (6) 

. 
~

SS·B:s Grant-in-aid to The expcDditure 
the Trade-Fair met under the in-

~ ~ of preaiOll8. fllat 
don ( India. additicmal ~

of Civil S menta could be met 
pJies.) up- !l r:=atiClll 

availa 1,.map. 

. Health Be JI'43 Grant to HaIti- Do. 
Family Wei- mal SaudIeti. 
fare ~ Memorial Trust, 
of Heal ) Pune for gettiDg 

up Centre (or 

~
ChiJdren. 

. ~ 1979.80 

-At the time of factual w:rification, Audit ham: pointed out that iDadditioa to tile above 
C8II:II ~ theIe are.following three more C8II:II of new IeI'Vicc u iDc:luded in the Audit 
Report. 1979-80. : 

Year in which 
apeDditure 
W8I incurred. 

(i) 1977-78 

(ii) 1979"80 

(iii) 1978-79 

Name of the 
Ministry 

Amount of 
edditioaal 
c:rpenditure 

• Steel Be' Mines 39' 00 Grants-in-aid to Naticmal Mineral 
(Deptt. of lteel) Development Corporaticm. 

Industry 
(Deptt. of 
Textiles) 

ISII' 7. Expenditure OIl new IChemea reJaq to 
eatabHsbment of rural ~ Del 
IIeI'Vice centra for viJlase artiIaDI, 
common &ciJity services etc. 

1.28. The Committee enquired why none of these cases was 
detected by Internal Audit. The Secretary Department of Expen-
diture replied: 

"In the new system of departmentalised accounting for the 
individual Ministries, which is now operating from 1976, 
when sanctions are issued by the competent authority, 

\ the payments are subject to pre-check in the Pay & 
Accounts Office. This is an area where perhaps :payment:; 
not covered by sanctions which are valid could be pre-
vented. While one may be able to do this in the head-
quarters in Delhi, how far it is practicable· to do this in 
the field areas where there are ~ offices is to be seen. 
There may be difficulties. I would like to go into this in 
further detail with the C&AG." 



14 

. 1.29. Asked if there was no other mechanism excepting the 
C&AG's office, by which unauthorised eXpenditure by the various 
IIiDistries could come to the notice of the Ministry of Finance, the 
witness replied: 

uIii the present system there is none." 

1;30. Asked if the Ministry had applied their mind to the ~ 

tion of such a mechariism, the witness stated: 

leOne of the ~ we are examining is the prevention of this 
even at the payment stage." 

1.31. In Ii further note on the subject the Ministry of F'iriBhce 
!laVe stated: 

~ ~ have reported that none 
()f . the c'8ses was deteeted by Intemal AUdit/cheCk wing. 
It may be mentioned in this connection that the Internal 
Audit/Check Wings of various MiJiistries/Departments 
have been entrusted. willi specific items of scrutiny mainly 
~~ .. to checking of accounts records maintatiied in 
Pay and A.eebunts Offices and in the offices of Cheq,ue 
~ DDOs etc .. Apart from a general ~ of the 
~ they ate requirea to conduct detailed check of 
the accounts records of the office concerned, of one month 
in a year. Unless any peculiar features noticed while 
scrutinising the accounts ot vouchers etc. flowing ~

sanctions, sanctions issued by a Ministry with the fni&.-
grated FInancial Adviser's approval are not norDUilly 
subjected to ~ by internal audit. Scrutiny of the 
accounts of Pay and Accounts Offices is also taken up in 
internal audit, in the course of a cycle of programmes 
chalked out, ~ on such ronstraints as number of 
audit parties available etc. When a Pay and Accounts 
Oftire is taken up for internal audit. the accounts of the 
month in which a sanction (including a reappropriation 
order) was issued. may or may not happen to be the month 
selected for detailed audit. A part from t .... is, the internal 
audit of such san"tionc; beihq ex-past-facto. would not be 
an effective instrument to brinq ou.t CllSeS of non-observ-
ance of the rnonp.tarv limits for rremedial action within 

~ financial ye"lr." 



15 

1.32. The Committee ~ ~ whether non-observance of these 
Instructions had· ~ Peep. ~ in the meeting ~of' Financtal 
AdviSerS: ~ ~ iepijed: 

"I am told that after AprU 1979, this topic has not been 
discussed in the meeting of Financial ~

1.33. The Committee desired to know what steps the MinIstry of 
FinanCe proposed to take to eJlSl,lre compliance with the instrUctions 

~ ~ service/new instruD:lent of service. 1'he Secretary, 
Depa:rtment . of ~ stated: 

"These cases relate only to the new instruJnept. of service. 
There has been v1olatiQp. of the prin.ciple ~ the 
new service being broUght to ~ ~~ or ap-
proval. Sir, in ~ ~ five years or S?, SinCe 1975, when one 
looks at the number of caseS they are ~ not as many 
as would cause a very serious ~ I am not for a 
moment minimising the fact that they have oecured and 
there have been ~ The ~ ~ ~ ,d.iel ~

where there was doubt in the mind of the Wirlmy __ 
cerned,· they would ~ to ~ BJlc1get ~ Qf : tAe 
nn&nce Ministry. 'In some cases references 'Were ~
and clarifications were given and also acted upon. ,MJr. 
over the years we have also been repeating these instruc-
tions and asking the Min'istries for t4eir supplementary 
demand estimates which we 40 propose every year. Sir, 
these instructions were first issued in 1970 and repeated in 
April, 1979 and June, 1980." 

1.34. Asked if at least in some of the cases, the ~~ ~ 

cerned ~have obtained advance from the Contingency ~ ~
India, the Secretary, Department of Expenditure replied in the sftlr-
mative and added: 

" ....... The Ministries should have treated these as ~which 
ought to Pe brought to ~ notice tor approval 
in ~ 4eman&J. ~ ~~ not cione so. If 
they' had ~ ~ p()8.if;lon con-ectly apd if ~ taken 
the correct steps, it would not have happened. They eould 
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move for a contingency fund advance. These cases came 
to the notice of the Ministry of Finance only after the 
event, that is, when the cases were brought to the ~

by audit when the financial year was over. Otherwise, 
we would not be in this muddle now." 

1.35. The representative of the Department of Economic Affairs 
added: 

..:,. ... 

" ..•.•. where during the course of the financial year, it comes 
to the notice of the Ministry and the Ministry of Finance, 
that in any item attracting the limits Of new service er 
new instrument of service, the Ministry has by mistake 
allowed a reappropriation then we advise the Ministry to 
come to the Finance Ministry back and take an advance 
from the Contingency Fund of India and cancel that re-
approprIation; and then regulate this advance through a 
supplementary demand .... We have issued instructions to 
that effect in 1967 (Appendix II). There have been a. few 
cases like thiS where we have done so." 

~

.. 1.36. Asked as to what action the Mjnistry of Finance proposed to 
take in cases where the instructions issued by them in 1970 and 
reiterated in 1979 had been over looked by the MinistrlesfDeParl-
ments, the Secretary, Department of Expenditure stated during 
evidence: ~ .  . . :'1 

" ...... We will be reiterating these instructions and I can 
assure you that lapses will not be treated lightly." 

Revlew oj extent ~

~

1.S7. In reply to a question if the present 81Tangem.ents placed 
any. ~ on the functioning of the Ministries, the 
~ ~ stated. 

" ...... Actually the amount or limit was laid down several 
years are ago and since then costs have gone up tremen-
dously. Building costs have gone up sky-high .... On the 
other hand, other view is held that you should not Iralse 
this too much; Parliament should have its role to play to 
~ a check on the expenditure and so on and so forth. 
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What we feel is,_ if in the July 1970 general ~~
the limit could be reviewed, that would be better. Insteaci" 
of going in for general escalation, a provision like this 
would be all right. I think this will help all-Parliament, 
the Committee, the Government and the Executive." 

1.38. The Committee enquifed if any other Ministry or Depart.· 
ment had approached the Finanee Ministry for review of the instruc-
tions issued in 1970, the Joint Secretary, Department of EcOnomic 
Aftalrs stated: 

"Not formally, but informally. There was a meeting of the 
FinaMial Advisers chaired by the Secretary, Expenditure. 
Various view points were expressed. Some favoured re-
lation. TheY' said these existing orders placed some limita-
tions and so on. PAC's recommendations apart, suppose 
from Equity you want to change to Loan for public sector 
undertakings, you cannot do it straightway unless you have 
prior approval of Parliament. When we have Parliament's 
-approval for investment, in public sector undertaking, it 
is felt, whether it is equity or loan, thj.s difference should 
not be so material as to neCessitate us to go back to ParUa-
ment and necessarily bother Parliament on it. Also, you 
should not reduce the element of lIexibility available to 
Government and the Departments concerned. There is 
already some provision for execution of work by certain' 
agencies for instance. But if for administrative reason, 
the Department thinks it better to change the agency and 
entrust the work to somebody -else, under the present 
arrangement ~ instruction, we cannot do that. We wm 
have to go to Parliament. One suggestion was that this 
freedom should be given to the departments if the purpose 
is being maintained." 

.1.39. The witness further stated: 

"Ahother suggestions was that we should increase lhe Umits 
for subsidies. These were laid down in 19'70. The quantum 
of subsidies being given to FCI was very small, only Rs. 50 
crores; today, it is of, the order of Rs. 600 «ares and ~

These could perhaps be liberalised-that was another 'Vlew 
expressed. These were the informal views made from 
time to time, but we in the Ministry of Finance always 
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~ pe ~ ~~~ ~ ~ ~ ~ ~ ~ were" 
to ~~ ~ ~ ~~ ~~~ we ~~~ ~ ~ happy." 

" 1.4j). ~~ ~ ~ the ~ ~ of the ~ ~ ~ Depart-
ment 9f Economic ~ furnished the following Dote ~
some of the suggeStionS received by them from Fi!l8ncial Advisers 
of the various MiD.i$tries ifol'Jl time to time for the revision of. ~
ing monetary limits to ~ fle-,cibility in operation: 

Statement A of O.M. dated 27-7-1970 Item I (iii) AdditioncU ; ~ 

ment in loans to uisting Government Companies:" . 

~ ~ In ~~ ~ of releases to ~ Sector Units for financing 
pIpjeCts under ~ ~ the conCept Of New Iristrument of Ser-
vic;e ~ not be invoked Uid ""reapproprilitions perinitted within 
~~ ~ approved cost estimates· ;¥ready brought to 'the notice 
of ":parliament and ~ of funds. ~ of funds 
~ ~ ~ does not involve any new policy dmsion or an ex-
peJUij:on qf ~ service. . 

(2) Loans and equity should be taken together, even In cases 
~ ~ is Budget Provision in one fonn--equity or loans, Re-

appropriation from equity to loan and vice VeTsa should" be freely 
~ as it is the total quantity of budget suppon tp a public-

~ undertaking which is really relevant. 
. : , 

(3) The exisUng monetary limits have become ~ iD 
the case of term lending institutions e.g. ~

Bank of India, Agricultural :Refinance and ~ 'Corpora-
tion. Rural Electrification Corporation, Shipping Development Fund 
Collimittee, etc. due to manifold ~ in their operations. As 
such, the paid up capital of these institutions does not now constitute 
an appropriate yardstick for fixing the limits; the limits -Would be 
twice the existing limits in theSe cases. 

(4) As the period of ~ of working capital ~ l,l'!l' 
~~ ~ 5 years to public sector units, Note 2 needs auiendmelit 

to conform to the present position. 

(5) In the case of Port Trusts and other autonomous bodies, like-
Delhi MuIiiclpal CO'l"pOration, the concept of paid tq) cap1.tal is not 

~~ ·In Such cases either capital assets of the ~~ at .. 
~ of preVious "financial year Or Central loans ~ ~~ aptnst 
them as at the end of previous year the latter would ~ ~ COIl-

venient could be reckoned aC2 tlie basis for applying these Umits. " 
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~ ~~ ~ to ~ ~ ComP,flnies/ 
Private Instituti0n8: 

'w ~ 2, ~ ~ Villase ~ ~ ~~ merit 
the same treatment as Port Trusts and Delhi ~ ~

and may be included in note 3 below Item I. 

2. Note 3 may be amplified to provide flexibility in . tJle case of 
private sector units coming under Government management. Parlia-
mentary approval for such take over having been ~ the 
limits for investment in or loans in such' cases may be 1 crore 'IS-
preScribed for an existing company/institution. 

Item Ill-Grants in aid to Priwte InstitutiOns: 

Where a lumpsum. provision is made for providing grantHn-aid. 
for a particUIa.r sCheme, in the absence of an institution-wise bteak.-up 
at the time the provision is made, release to individual institutionS 
within the sanctioned provision should not attract the prescribed 
limits, subject to details of releases to such institutions beiilgreport.ecl 
to Parliament. . 

Item lV-Grant.in-4id to statutory and public institutiOns: 

. 1. The existing limits are not adequate in the case of many m .. 
~ ~ fip.anced with grant-in-aid from the centre e.g. Univei'sUJ 
Grants Coliunission, Kendriya Vidyalaya Sangathan, llTs,All India 
Institute of Medical Sciences, etc.· Even sanction of one iDStalme!J.t 
of ~ dearness allowance' to the employees of some of tbesIt 
institp.tions entails expenditure of mare than Rs. 50 lakhs ~

tatiDg approval of Parliament. In such cases the monetary limit 
could be 10 per cent of the original budget provision or Rs. 2 cron:s 
whichever is less. 

2. PuQlic sector undertakings in receipt' of any grant and whollJ 
~ aided institutions may be treated on par with statutory 
~~ :publiC institutions for ~ the limits. 

Items V (I)--Subsidies under Ezport Promotion Scherrwls and ott 
joodgrCllin transactions: 

In the case of Export Promotion Schemes, the ~ P1'Qvisi.oQ 
is at present split up as under: ~
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. (i) product promotion assistance (for fabricated products like 
engineering and sports goods, etc.) 

(U) Commodity Development assistance (for iron and steel, 
ferrous scrap, etc.) 

/ 

(ill) Export credit development schemes (for subsidies to 
banks). 

(iv) Grants-In-aid and contributions to export development 
organisations (Export Promotion Councils, etc.) 

(v) Grants-in-ai'd for market development (for market re-
search, fairs, exhibitions, publiCity, etc.) 

and Parliament's approval is taken when it becomes necessary to aug-
ment the total provision for Expert Promotion Schemes or provision 
under any of the heads referred to above by more than Rs. 1 crore. 

. The scheme of cash compensatory support is an important export 
promotion scheme covering a wide variety of products and a com-
pact one. Moreover, ~ for determination of cash compen-
satory support are the same whether it is for manufactured goods or-
for primary commodities or for textiles. However, the provision for 
·cash compensatory support is at present split up under .three heads 
viz. Product Promotion assistance, Commodity Development ~

tance as also partly under Export Development Organisations. There 
is, therefore, little merit for having separate heads for these three. 
-categories. The provisions cannot also be split up item-wise as these 
run into several hundreds. All these items may, therefore; be club-
bed under one head viz. 'Product Promotion and Commodity Deve-
lopment'. 

There is also no baSic difference between the activities financed 
by Export Development organisations or other Market Development 
schemes. In such cases, grants-in-aid are given to various institu-
tions, recognised export houses in public and private sectors and 
various recognised Export Promotion Councils. It would be prefer-
able to club these under a single head viz. 'Gran1s-in-aid for Export 
Promotion and Market Development'. 

:'·No change is however, suggested in respect of head Export Credit 
Development Schemes (for subsidies to commercial banks). 
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To sum up, provision for Export Promotion Schemes may be 
exhibited only under the following three sub heads: 

(I) Product Promotion and ~ Development (this 
sub-head will ~ payments of cash compensa-
tory Support on all itrms -of exports including textiles). 

(ii) Grants-in-aid to Export Promotion and Market Develop-
ment Organisations (this sub-head would accommodate 
grants to Export Promotion Councfis and other organisa-
tions like TDA, lIFT etc., for their establishment expendi-
ture as well as  developmental acyvities and also to recog .. 
nised Export Houses for specified export promotion acti-
vities). 

(iii) Export Credit Development (this will continue to cover 
~ made to commercfal banks towards interest 

subsidy under the Export Credit Subsidy Scheme). 

item VI (ii) Expenditure on new Works: 

. The existing limit of Bs. 25 lakhs has become quite unrealistic in 
existing conditionS and may be raised to Rs. 1 crore. 

Item VI (iii) Other cases of Government ~

In the case of payments to Commodity Boards fed by cess collec-
fions, augmentation  of the sanctioned provision exceeding Rs. 10 
lakhs requires prior approval of Parliament. (Para 2 (1) of this 
Ministry's O.M. No. F. 5(49)-B(R&A) 178 dated 12-4-1979). This 
limit has beCome inadequate especially in the case of Tea Board 
whose Cess Budget is now over Rs. 4 crores. It is suggested that the 
limits for payments to the Commodity Boards should be the same 
~ applicable to grants-in-aid to statutory and other public institu-
~ • 

I 

Statement B of O.M. dated 27-7-1970: 
\ 

. The limits laid-down will require to be Suitably modified in the 
~ of the cpnc1usions on the suggestions made above. ' 

2.. The existing instructions reqUire report of cases coming within 
the .. ambit of Statement B either through the ensuing batch of Sup-
plementary Demands for Grants or through Notes on Demands for 
. Grants. It is suggested that report to Parliament may also be permit-
ted through incorporation of a suitable annexure in Detailed Demands 
~ Grants of the Ministry concerned. 
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Constitutional Position 

1.41. The Committee enquIred if Government had examinedthe 
question of regularisatif)n of such ~ ~~ by Parlia-" 
Jtlent in view of the specific provisIons embodied in Art?,cle 115 of the 
Constitution. In a note, the ~ of ~ ~ stated ~
follows: 

"Presumably the ~ is to ~ ~ ~ in-
curred without approval of Parliament and ~ as-
on a ~ Service' after the cloSe ".Uup.Di -

"Pfesumably the refel'!i!nce is to ~ inadvertently in .. 
eurred without approval of Parliament and ad.judged ~ on a 'New 
Service' after the close of the financial year in which it was incurred. 
In cases where the irregularity is discovered within the fin'ancial 
year itself, instructions for 1"f!gularisation of the ~~~ were" 
issued as far back as June, 1967, pursuant to "the' recqJiunendation 
of the Public" Accounts Committee in their 39th RepOrt" (3rd Lok 
Sabha). These instructlons provide that when it is disc:ov:er,Hi tIMt 
expenditure on a ~ Service' has been incurred, immediate steps 
should be taken to obtain an advance from" the Contingency Fund to 
cover the expenditure already incurred or to be incurred" before a 
Supplementary Grant becomes available and to come up ~~ ~

Supplementary Demand Proposal. " .  " 

2. As regards ex-post-facto regularisation of expenditure incur--
red without prior approval of Parliament and adjudged as on a 
iJ\Jew Service' after the close of a financial year, the matter has been 
~ on various occasions since 1958. The Public ACCOl.mts 
Committee in para 392 of toeir Seventh Report (Second Lok Sabha 
1957-58) ~ a case wherein a sum. of Rs. 10,000 was spent" by 
the Government of Uttar Pradesh from their Consolidated FUnd on 
a certain exhibition (considered to be a new service after the cloR 
of the year) from out of the sayings available under other heads 
without obtaining a token Supplementary Grant during the ~

year. When the matter of regulari88tion of such expenditure (incm--
~ without the authority of Law) came up before the ~
Accounts Committee in January 1958 the representative of the MiJ,ils-
try of Law explained in evidence that there was no" provision in the 
Constitution at present to regu1arise such cases of technical exc. 
which did not result in excess over the Grant as a whole and that 
such expenditure could not be regularised by obtaining an exceP-
tional grant under Article 206(1) (c) /116(1) (c) as exceptioDal"ir+t 
did not mean regularisation of an irregular ~ ~

the Committee suggested that the matter be" further examined" tn-
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-eansuifatidn with the _Attorney General. Following the stlggestion of 
the Committee the Ministry of Finance examined the case in 1958 , , 
imd 'obtained the opinion of the Attorney General on it in May, 1958. 
In ~ opuiton the Attorney General ~ with the Law Ministry 
that there was no proVision in the Constitution to regtl1arise by law 
an "excess" expenditure of this kind. According to him, the pro vi-
"lSions of article 115(1) (a) and (b) were not applicable to this case 
iDasmuch as both parts of article 115 (1) (a) contemplate a supple-
mentary, additional or excess' grarit dUring the "current financial 
yeat' and article 115(1) (b) contemplates excess expenditure for a 
-particular service over ,the amount granted for that service for thit 
~ The Attorney General alt30 observed that taking the ~

and ~ meaning of language uSed. in article 116(1) (c), it would 
be dimcUlt to regard such an expenditure as being legitimately a 

~ an 'exceptional grant'. However, the only PoSSible methOd 
would be to, ~ legiSlature in order to ~ the exj)endf-
~ putting a strained construction on the language of article 

116(ij (c). 

3. Pursuant to the opinion of the Attorney GeDeraJ. (on a case of 
expenditure incurred on a service adjudged as 'New Service without 
causing any excesS over the grant as a whole), the ;~ in 
para 82 of their 42nd Report (Second Lok ~ reeom-
mended/concluded as under:-

4. urrhe Committee are of the opinion that as iil the pre-Cdristitti-
tion days casas of expenditure ulCurreti Without prior approval of 
Parliament on an item adjudged as 'New Service' after the ciose of 
the year can be, brought before Parliament for approval, withOut 
violating any of the provisions of the Constitution, by moving a reso.. 
lution in appropriate terms and getting its approval, ex post facto 
to the money spent on such items. However, iii cases where -by 
incurring such expenditure, the amount authorised by Parliamerit 
for a particular demand (Service) for that year has been exceeded, 
the provisions of Article 115(1) (b) of the Constitution will be 
attracted, and the excess will have to be regularised under those 
provisions. " 

Subsequently, the Public Accounts Committee (1963-64) in para 
12 of their Twenty-fifth Report (3rd Lok Sabha) had also dealt with 
a case of such New service wherein they had recommended '!'egulari-
satfon of the expenaiture in the manner recommended by the ~
mittee in their 42nd Report (quoted above). The Committee had 
also desired ~ to expedite their decision with regard to 
the procedure recommended by the Committee. 
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5. The MiniStry of Finance (Department of Economic Affairs) 
submitted a note to the ~ General in January 1964, for ~

aering the question whether the Committee's recommendation (In 
para 82 of its 42nd Report 2nd Lok Sabba) regarding the moving of 
a resolution for the purpose in question could be given eftect to 
under the Constitution. 

6. In February 1964, the then Attorney General gave his opiilion 
concurring with the view expressed by his predece.;sor in May, 1958 
and observed that the legislative function of permitting or validating 
expenditure from the Consolidated Fund of India could be performed 
only by following the procedure laid down in articles 112 to 116 and 
not in any other manner such as by a Resolution of the Parliament. 
The Mi)listry of Finance (DEA) in a note submitted to the PAC in 
~ 1964 suggested that in view of the constitutional position: ex .. 
plained above and pending. the amendment of the Constitution for 
providing expressly for ~regularisation of such technical excesses, 
by appropriation by Law, the object--that the Committee have in 
view would perhaps be served by bringing such instances specifical-
'ly to the notice of Parliament in their Reports. 

7. In para 18 of their 39th Report (3rd Lok Sabha 1964-65) the 
Committee concluded as under:-

8. "In view of the legal opinion expressed it appears that the 
regularisation of an expenditure on a New Service which IS adjudged 
as such after the close of the year cannot be made by resolu.tion. Of 
Parliament. In the circumstances, the onlyaltemative to get over 
this lacuna appears to be to make a suitable amendment to the 
Constitution laying down a procedure for regularising expenditure 
not covered by the grant. The Committee desire the Ministry of 
Finance to initiate action accordingly in consultation with the Minis-
try of Law and the Comptroller and Auditor General of India at an 
early date." 

9. The matter was further examined' in consultation with the 
Ministry of Law and the Comptroller and Auditor General. By this 
time, recommendations of the Public Accounts Committee in their 
ll.th Report (4th Lok Sabb'a) for determining expenditure on New 
ServiceJNew Instrument of Service were available. It was felt that 
with the observance of guidelines suggested by the P.A.C. in ~
above mentioned repoI1B, cases involving expenditure adjudged as-
on a 'New Service' after the close of a financial year would be very 
raTe and as such Govemm.ent was not in faVOUT of a Constitutional 
amendment for th'iS purpose. A procedure was also devised In con-
sultation with the Comptrol!er and Auditor General that any cases. 



noticed during the course of audit would be brought to the notice of 
this Ministry to ensure avoidance of such lapses in future. The 
PubUc Accounts Cttmmittee were apprised, in this Ministry's Note 
No. F.8(21)-B-67 dated 12-9-68, of these arrangements and Were! 
requested not to· press for an amendment of the Constitution. 

10. Pursuant to the above procedure decided, New Service cases 
whi'ch came to the notice of Audit after the close of the financial 
years 1977-78 and 1978-79 have been _circulated to all MinistrieS/ 
Departments while emphasising the need for strict adherance· to the 
guidelines aued in July 1970." 

1.42. Explafning . the concept of "New Service"J"New Instruments 
of Service", the Joint Secretary and Legal Adviser;Ministry of Law 
stated in evidence: 

'...rbe expression "New Service" occurs only in two Articles· 
m the Constitution and the expression "New Instrument 
of Service" does not occur anywhere in the COnstitution. 
Regarding the meaning and scope of this expressioI;l, we 
had obt.ained the opinion of the Attorney-General more 
than once. In 1976, the (Attorney-General) said that the 
expression ''New Service" must ~ mean a service 
not contemplated in the annual 1inf1cial. statement for 
that year. To arrive at the correct meaning, any parti-
cular ~ for grant stated in the annual financial 
statement cannot be construed either too widely or too 
narrowly. The demand stated has to be examined ~

tively, and to ascertain its limit no general rule can be 
laid down in this behalf. But he added that the matter 
is essentially one for the legislature and perhaps eventual-
ly for the Speaker to decide. Financial limi18 have ~

ing to do with the question whether a se!"vice is new or 
not. A question was asked whether the limit lafd down 
\ by the PAC will have any legal implication. The Attorney 
General said that laying down of such limits would violate 
Article 115(1) (a) and 205(1)"(a). The Attorney General 
said something about it in 1979 also. The same issue was 
considered by the successor Attorney-General. He said 
the expenditure from the Consolidated F.md of India 
for a new activity 01' new fonn of investment can be 
regarded as an item of new service within the contempla-
tion of Article 115, Clause 1, sub-clause (a). Likewise the-
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relative large expenditure arising out of impOrtan.t expan-
sIon of the existing actiVity being only a new i'nBtrw!ient 
of service would fall within Article 115(1) (a:). The liDlft 
fiXed to provide' for effective parliamentary contrOl over 
government expenditure Is in order since it is ft'C)t a 
question of any constitutional provision but one based on 
ptagmatic considerations." 

143. The Committee enquired if the question of amending the 
Constitution or referring the matter to the Law COriunission fOr a 
-special study so as to remove the lacuna had' been considered. The 
,Joint Secretary and Legal Adviser, Ministry of Law stated:-

"Regarding the amendment of the Constitution" the ~~
General right from 1958 has said that this kind of eXpen-
diture cannot be regularised under the existiDg Schebte of 
the Constitution-Articles 112 to 116. Then the only 
way would be an  amendment of the Constitution and the 
question whether the Constitution shoUld be amended or 
not is a large one. Normally, the Constitution is amended 
only when there is a mischief of such a niagnitude that has 
to be remedied. If through ~ prOcess of these guidelines 
it could be remedied, then ~ is nO need:. As far as 
your suggfStion fat making a referenCe to the Law Com-
mission is!concemed, certainly it can be asked to study and 
report on this." 

1.44. To this, the Secretary, Department of Expenditure added:-

" ...... out of the very very large number of cases of reappro-
priations ~ are pennitted and which are done by the 

~ every year" this is an odd case where it has 
happened.. I am not justifying the lapse. The lapse has 
happened. All I am saying is that the system has been 
working in such a way that these lapses are absolutely 
minimal in number and in terms of amounts also. And we 
can keep reiterating OUr instructions, keep on re-educating 
our Finance Divisions of the Ministries concerned and, L 
am sure, this kind of thing will become more and more 
rare. The Chairman has given some suggestions earlier. 
We will of course consider certain directions in which the 
existing instructions of 1970 could be thought of for modifi-
cation without relaxing the accountability to Parliament 
and  the Parliament's control." 
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" ...... we had taken a View in the past ...... the question was 
examined by the COlPIIlittee and at the instance of the 
Committee by the Government also, and they were of the 
View that the number of such cases may not be of ~
order which would call for amendment of the Constitu-
tion. Now this view bas been put before the Committee 
and there the matter rests. Now if the Committee wishes 
that it should be taken up again, then we would ~

have no objection." 

1.45. ~ reply to a further que!>tion whether the Ministry did not 
consider that the c,ircumstances were so compelling that Parliament 
must amend the Constitution, the witness stated: 

"That-is not the way we look at it. Our ~ is that amend-
ment of the Constitution is not necessary." 

1.46. At the instance of the Committee, the Department of Eco-
nomic Affairs furnished copies of the notes containing the opinions 
of Attorneys General of India dated 12th August, 1976 and 29th Janu-
ary, 1979. The same are reproduced in Appendix II. 

1.47. In pursuance of the recommendations made by the PubBe 
Accounts Committee,* the Ministry of Finance issued instructions in 
July, 1970 setting down the limits to be observed in respect of ex-
penditure on New Service/New Instrument 011 Service beyond which 
prior approval of ~ was required or reJtOrt to Parliament 
was necessary a10ngwith the ensuing batch of Supplementary 
Demands for GrantslNotes on Demands for Grants. 

1.48. The Committee ~ that in addition to the three cases 
reported by Audit as a result of test check of aeeounts for the years 
1977-78 and 1978-79, Ministries have reported another 13 cases where 
the prescribed limits were exceeded and the expenditure constituted 
New Service or New Instrument of ~ but neither prior appro-
val of Parliament was taken nor the expenditure was reported to 
Parliament before close of the financial year. Of these 13 cases, one 
relates to each of the years 1974-75,  1976-77, 1977-18 and 1978-79; two 
relate to the year 1975-76 and the remaining seven relate to 1979-80. 

1.49. The -Committee find that the Delhi Administration incurred 
an additional expenditure of as much as Rs. 2401.84 Iakhs in 197UO 
by way of grants-in-aid to Delhi Development Authority for slum 

·Note: c.f. 11th Report (4th Lok Sabha) 
c.f 50th Report (4th Lok Sabha). . -
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elearaDee (Bs. 2.M.1liak1ls). ~ coIODies and other schemes 
(lis. Me; 1aIdis); !faDds to Delhi Development Authority ,for Jhuggi 
Jiaonpari ilemaval Seheme(Rs. 63Z;63 Iakhs); loaDS to Delhi Deve-
lopment Authority for water supply and d,rainage schemes (Rs. 100 
lakhs), rural piped water supply scheme (Rs. 140 lakhs), regulari-
satlon of unauthorised. eolonies (Rs. 240.1)1 lakhs). eleetrilieation in 
resettlement colonies etc. (Rs. 500 Iakhs) and loans to Delhi Tourism 
Development Corporation (Rs. 25 lakhs). The explanation put forth 
is that the expenditure was incurred under the impression that addi-
tiODal requirements could be met by reappropriation of available 
savings. ".-.. . ... 
1.50. The Committe are constrained to observe that large expen-

diture of over B.s. 24: crores was incurred by Delhi Administration 
during 1979-80 without obtaining the prior approval of Parliament. 
The Committee do not consider this $ a plausible reason as the possi-
bility of re-appropriation is not relevant to the queiition of New 
Service. The Committee desire that the displeasure oIf ~ Commit-
tee should be communicated to the authorities concerned and they 
should be asked to ensure that such grave irregularities do not recur. 

1.51. During the same year viz. 1979-80, the Department of Che-
micals and Fertilizers incurred an additional expenditure of Rs. 262 
lakhs by way of loan to Hindustan Antibiotics Ltd. for repayment of 
outstanding Government loans and interest thereon. The additional 
funds were obtained by reappropriation of savings and a report to 
Parliament was made in the detailed Demands for 1980-81. The 
Committee would like to be informed why prior approval of Parlia-
ment was not obtained in this ease . 

. 1.52. The Committee further find that the Department of Science 
and Technology paid Rs. 77.94 lakhs to the Bose Institute, Calcutta 
in 1977-78 against the budgetary provision of Rs. 40 lakhs. The addi-
tional requirement arose mainly for the laboratory building for 
which a token provision of Rs. 2 flaldts had been included in the 
budget. Here again the explanation given is that "the Department 
was under the impression that with the inclusion of the token provi-
sion for the laboratory bullding in the budget, additional funds for 
its construction could be provided by reappropriation from savings." 

1.53. It is seen from the Department's reply that the additiona.1 
grant-in-aid of Rs. 37.M lakhs was released in instalments ~

1&77-78. Bulk of the amount (Rs. 27.44: lakhs) was released for the 
laboratory building in .July 1977 (Rs. 8.00 lakhs), October 1977 (Rs. 
10.44 lakhs). February 1978 (Rs. 6.05 lakhs) and March 1978 (Rs. 3.« 
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lakhs). The remainder amount of Bs. ~ .JaId.s ~ releued ill 
fiveinstatlments to meet other ex.penditure. The DepartMent of Sei-
eace 8JldTeehnology have admitted that the Ministry d.f Finance was 
not consulted before the release of the additiODal amount. Reference 
was made to that Ministry much afterwards in November 1977 on re-
ceipt of audit objection. 

1.M. As enough time was available to obtain a su .... emeatary 
grant during the course of the financial year ~ the Committee cannot 
but deprecate the manner in wbich the extent guidelines were flout-
ed in this case. 

1.55. Two other instances of lapses on the part of the Department 
oI Science and Technology have beeJ,1 brought to the notice of the 
Committee. One is the release of an additional amount of Rs. 72 lakhs 
to the National Remote Sensing Agency, Hyderabad in 1975-76 and 
Rs. 19.221akhs to the Raman Research Institute, Bangalore in 1976-77. 
in both the cases, the expenditure was met under the impression 
that additional requirements could be met by re-appropriation of 
available savings. 

1.56. The Committee trust that the Department of Science and 
Technology will ensure that the prescribed procedure is followed in 
future. 

1.57. Some more instances of such financial irregularity reported 
to the Committee pertain to the Ministry of Planning (Department 
of Statistics). The Department released additional grants to the 
Indian Statistical Institute, Calcutta, amounting to Rs. 27.70 lakhs ill 
1974-75 and Rs. 23.33 lakhs in 1975-76. Here again the additional re-
quh-ements were met by reappropriation  from available savings and 
110 report to Parliament was made. 

1.58. A more serious lapse of this nature occurred in 1978-79 when 
additional grants-in-aid to the tune of Rs. 74.53 lakhs were made to 
the Institute. As this exceeded the prescribed limit of Rs. 30 lakhs. 
prior appr4»val of Parliament was necessary. In this case, sanction for 
payment of the additional amount of grants-in-aid was issued in 
February 1979 after obtaining the approval of the Ministry of Finance 
to the revised estimates for 1978-79. The Secretary, Department of 
Expenditure admitted in evidence that ''In the case of Indian Statis-
tical Institute, there has been a 'lapse. We should have taken a 
Supplementary Demand." • 

1.59. The Committee regret that even the. Ministry of Finance 
did not exercise the requisite amount of vigilance in this case and 
the additional expenditure was reported to Parliament only in the 
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~ year viz. 1979:-80 after the ~ was poiated __ at 
by audit in J_uary 1980. The Committee. trust ~ suda iDstaDees 
will not be allowed .to. recur and ~ ~ wiD eDS1l1'e that. Par-
liament;s approval is. net ~ for granted. 

1.80. Tbe Committee observe that in none of tbe 16 cases (pus 
three more cases reported by Audit) reported to them, advance 
from the Contingeney Fund of India· was taken. In fact. the . cases 
came to notice of the Ministry of Finance only after tbe event, that 
is ,men these were pointed out by Audit or even later,when en-
quiries were made at' the instance of the Committee. The list is 
110t exhaustive as replies have yet to be received from a few Minis-
tries. 

1.61. The Committee desire that the ~

which have not yet furnished the requisite information should be 
asked to do so within three months and the Committee should be 
apprised of the position. 

1.62. The Committee find that the instructions issued in this be-
half by the Ministry of Finance in December 1965 were reiterated 
in June 1967. It was stressed that advance from the Contingency 
Fund OIf India should invariably be obtained before incurring any 
expenditure for the particular service for which the advanCe is asked 
for. It was further decided that if in an exceptional case the ex-
penditure has already been incurred on a 'New Service' whether 
partly or fully due to inadvertence and this fact is noticed before the 
close of the ~ an advance from the Contingency Fund should 
be asked for during the year itself to cover the expenditure already 
incurr'ed as also for the expenditure, if any, likely to be incurred be-
fore a supplementary grant for that servic'e be made available. 

1.63. Strictly speaking, no money can be spent on New Service/ 
New InstrUment of Service without priOr approval of Parliament 
,.he Committee take a very serious view of tl1e repeated violations 
by Ministries/Departments· of the guidelines issued by the Ministry 
of Finance in pursuance of tile recommendations made by tlae Pub-
lic Accounts Committee. The Committee deprecate the tendency on 
the part of the MjnistrleslDepartments to continue to spend large 
sums of money without Parliament's authority year after year. The 
Committee cOnsider that these cases are illustratiV'e! of laxity in con-
trol over expenditure on the part of infernal fioant'e' of the MiDis-
tries {Departments. The Committee reco' • ·eni that the matter 
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should be discussed by the MiDistry of Fiaaace with the C&AG of 
India with a view to devising ways aDd me'1UIS to streDlthea the 
system of iatemal mllUlce as well as iatenaal audit so that such se-
rious &aaacial improp,rieties could be detected at au early stace ud 
it may be possible to take remedial action ~ the financial year 
itself. _ ., 

1.M. The Committee take note of the coateatiea of the Mitlistry ef 
FiJaaDCe that ameadment of the COltStitution is aot aetessary coa-
sidering the small number of cases that have been reported o,'er 
the last few years sice the matter was last reviewed by the CODl-
mittee. The Committee also take note of the fiD.diDgs recorded 'hy 
tbe Attorney General of India in January 1979 reproduced below 
(for details please see Appendix In): 

"I take the view that the expenditure from the Consolidated 
Fund for a new activity or a new form Of investment can 
be recarded as an item of "new service" withia the con-
templation of Article 115(1)(a) and likewise relatively 
large expenditure arisiag out of an important expaDsioD 
of the existing activity, being only a new instrument of 
service, would faU within Article 115(1) (a) 

The limits fixed to provide for effective Parliamentary con-
trol over Govemment expenditure are in order since that 
is Dot a question of any constitutional provision out one 
based on pragmatic considerations." 

1.15. In view of the foregoing and also taking Qato eensideration 
the inftadoDary pressures on the eco.my over the years, the Com-
mittee CODSider that upward revision of the limits of expenditure 
set out in July 19'10, beyond which Parliament's prior approval 
should be taken, is called for. The Committee have taken note of 
the proposals made by the Finalleial Advisers of diftereat Minis-
tries as reproduced in Para 1.40 of this Report. The Committee de.-
sire that ~ Ministry of Fin8!Dce should eumine the suggestions ill 
cOllSUltation with the Comptroller and Auditor Gen¥al of India od 
submit revised: pidelines proposed to be issued to tile MiDistries 
for cOllsideratiOll od approval by the Pu.blic Accounts Committee. 

NEW DELHI; 
April 24, 1981 

Vaisakha 4, 1903 (Saka). y 

CHANDRAJIT YADAV, 
, Chairman, 

Public Accounts Committee. 
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No. F.5(49)-B(R&A)78 

GOVERNMENT OF INDIA 

, : ~ FINANCE 

~ of Economic Affair'.: 

'New Delhi, the 12th April, 1979 

OFFICE MEMORANDUM 

StJB.n'.CT.-New ServiceJ'New Imtnlm1etlit of Service Lim.it$ • be 
obse7'Ved pursuant to the recommendations of the Pu.blie 
~ Committee. 

Some instances have come to this Ministry's notice' wherein the 
instn¥:tions cOfltained in this Ministry's OM. No. F8(60)-B,. 
,dated the 27th July, 1970 on the above mentioned subject were 
not taken into account by the administrative Ministries while con-
sidering proposals for SloIpplementary Grants, issuing reappropria-
tion orders, etc. These instructions  prescribe limits beyond which 
expenditure on a service requires either (a) prior approval of 
Parliament or (b) report to Parliament. A copy of the above 
Office Memorandum is recirculated for the guidance of all Minis-
tries/Departments for strict compliance (Aanexure). 

2. Types of cases requiring prior approval of Parliamellt are 
listed in statement 'A' appended to the OfBce MemManiIam dated 
the 27th July, 1970. In addition, prior approval of' Parltame!lt is 
also necessary for expenditure in the type of cases mentioaeci 
below:-

(ir) Payments to the Commodity Boards fed by cases in 
excf'SS of the sanctioned. proviSion by tts: 1G blkhs or 
more ~ the course of the year.' , ' 

(ii) ProP'lsals, ~ wxUe oft of loans amouMing to .. 1 
1akh or ~ for ~ arants to ~ bodJ/i:Js/ 
individuals  for repayment of Government loans involv-
ing individual payments of Rs. 1 lakh or more. 

3. Types of cases requiring reporting to Parliament have been 
listed 'in Statement CW. " These caSes are required to be reported 
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; to ~ through the eflBUing batch of Supplementary Demands 
for Grants. 

4. It should be noted that no expenditure can be incurred from 
the Consolidated FluId of India wltbPut pl'iqr approval of Par1ia-
ment for types of cases mentioned in paragraph 2 above. In eases 
of urgency recourse can be had to an ,civance from the Contingency 
Fund of India, to be recouped by obtaining a '"Supplementary Grant 
in the first session of Parliament immediately after the advance is 
sanctioned. But ~ Parliament is in session, a Su.pplementary 
Grant should perferably be ~ before incurring expenditure. 
However, where this is nOt practicable (the need haVing arisen 
after presentation of the Supplementary Demands during a session 
. or . in a case of extreme ureency where the expenditure CUllot 
await passing of the related Supplementary Demands), an advance 
lDay be taken from the Contingency Fund of 1J)dia. In such cases, 
the following procedure recomended by the Sixth Lok Sabha 
Committee on Papers laid on the Table in their 4th Report should 
be observed: 

"As far as possible, before such withdrawal is made, the con-
cerned Minister may make a statement _ the fiQor of 
the Lok Sabha for information giving details of the 
amount and the scheme lor which the money is-Deeded. 
In emergent cases, however, where it is not possible to 
infatom the Members in advance, the wilhdrawal may be 
made tram the Contingency Fund and soon ~

a statement may be laid on the Table of the Lot Sabha 
for the information of the Members." 

5. Whenever a doubt arises about the application of the limits 
of new service/new instrument of service, a refwJrence-may be 
made to the ~ Division for clarification. 

To 

Hindi version will follow:. . ., I.i 

Sci. 
J4. D. PAL, 

~ ~ the Government of In.dia. 

1. All MinistriesjDepartments ~ an additional copy for 
Financial Advisers. 

2; Ali Controllers of Accounts. 
3. Controler-General of Accounts (Department of Expenditure). 

4. Posts and Telegraphs Board. 

5. ~~ _ ~ (D-.fence Diyision).. 
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No. F. 8(60)-B/69 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

Department of Economic Affairs 

New Delhi, the 27th July, 1970 

OFFICE MEMORANDUM 

ANNEXURE 

SUBJECT-Ne,£, Service/New InstTument of SeTVice-Limits to be 
obseT7,'ed pursuant to the. recommendation of. the Public 
Accounts Committee. 

The undersigned is directed to invite a reference to this MiDis-
try's O.M. No. F. 8(10)-B/68 dated the 2nd November, 1968 and 
25th January, 1969 on the above mentioned subject with which 
t!bpies of 'Action Taken statements', incorporating the views of the 
Government on the recommendations' of the Public Accounts Com-
mittee contained in their 11th Report (4th Lok Sabha) were circu-
lated to all the Ministries, etc. These 'Action Taken Statements' 
have been considered by the Committee and . their observatioKs 
thereon are contained in their 50th Report (4th Lok Sabha). For 
the conveniencf' and guidance of the Ministries, etc. and for decid-
ing the cases of the types, the limits to be observed in deciding 
whethp.r a case relates to New ServiceJNew Instrument of Service 
and for determining whether it be reported to Pm-liament, have 
been indicated in the enclosed statement drawn up on the basis of 
the Governme-nt decisions on the recommendations of the Com-
mittee. Ministries, etc. are requested to note these limits carefully 
and .examine ('ases arising hereafter, involving 'New Service' /New 
Instrument of ,Service', etc. in the light thereof. All doubtful cases 
may, however,' continue to be referred to this Ministry for con-
sideration. 

To 

StI{-B. MAlTHREYAN, 
Joint Secretary to the GCwt. of ~

All Ministries/Departments, 'etc. and All FInancial Advisers m. 
the Department of ~ . (with five spare copies). 
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No. F.8(eo)-B'1I ' 

Copy forwarded for information to:-
! t .. 

1. Lok Sahha Secretariat (PAC Branch)-With regard to the 
recommendations of the Public Accounts Committee con--
tained in Para 1.18 of their 50th Report (4th Lok Sabha) p 
atteJ1tion is invited to this Ministry's 'Action TAken State--
ment' No. F. 8 (60) -B/69 dated 14.-11-69. 

2. Comptroller & Auditor General of India, New Delhi. 

3. Deptt. of Expenditure (E. C.oord. Brazich) , Deptt. of -
RevenUE: and Insurance (CBE&C ·and CBDT), Deptt of 
Banking, Admn. UI Branch of Deptt. ot Economic Affairs, 
(for circulation in the Department and its attached and-
and subordinate offices). 

-t. Finance Secretaries of all-the State and Union Territory--
Governments. 

Sci/-K. S. SASTRY, 
Deputy Seereta.ry to the Govt. of India.-

NEW SERVICE'I 'NEW INSTRUMENT OF SERVICE' - LIMITS TO BE-
OBSERVED IN DECIDING CASES RELATING TO 

----------
A-CASE FOR LIMIT BEYOND WHICH PRIOR. APPROVAL OF PARLIAME!'II"T-
IS R.EQUIRED. 

Nature of transactions 

J • Puilic &t:ftJr Urulertllkin,S! 
~ UruImakint,. 

Limits beyond which prior aoproval or 
Parliament is required. 

2 

(i) Setting up ofnew Government Companies 
splitting up of an exiling Company 
amaJpmation of two or more Govern-
Blent Companies IIDd takiDg up of. new 

All Cases 

activity by an existing Gcm:rJunent Co-
R.aDy or a departmental undertaJdDr· 

(ii) AdditioDal invatmentl in an exiItinc 
Departmental Underataking . 

lb. I Cl'Ore -

(iii) Additional investment in or loaas to 1'_'; C¥itM ~ Limit 
an exiting GogemmeJIt Company m.tIiit ~

upto RI. I crore lb. 20 laldu 

Above RI .• crore RI. 2 crures 
uu:I upto RI. 25 Cl'ores. 
Above RI. 25 crores 
and upto RI. 100 crore RI. 10 crwes 

Above RI. 100Cl'Ores RI. 15 erores 



1:1. PrivtJte sm.r ~ lIIstiIvtiMIs 

~

While applyiDl the abo\-e limiti.loam and 
Capital ~ are to ~ takeR tCJFther. 

Short term loua ~ Capital) of 
:::. not ~ODe year, Deed DOt be 

as N... IDItrumart or service but 
Ih.CIPl4l be rcportecl ~ "'-¥ament with the 
~ ~ or SupplemCDtary DemlmtIs. 

For laons to Port Trusts, Delhi MUDicipal 
CorporatioIl, ~IBltitutUma. etc. limits 
as in the case of Public Sector Companidl are 
to be appliod. 

·Where there is no bUcfaet provision, prior 
approval of ~ wiD be uecessary in 
the case of loaDS exceeding RI. !lO Iakhs to 
an existiJll' GowerllUlGlt Company. This limit 
wiU,apply only in.the case of lODe tern leans. 

Ca) Investments to be made for the first time 

(b) Additional investments or loans to 
ail. existillc Compauy!lDstitution. 

Allcaaes 

Its. I crore. 

N.te I. While applyiDg these limits,Loans and 
Capital investments are to be taken tosether. 

N_ 2. In the case of Loans to statutory and 
other public iustitutions like·. VniYl:!Sity 
Grants Commission, Indian Inatitute of 
Technoloey, Khadi and Village Industries 
Commission, etc.; limits as aP;Plic::able to 
Private Sector Companies/Private Insti-
tutions should be applied. 

N.te 3. Where there is no budget provision, prior 
approval of PlIl'liament will be neceuary 
in the case of loans exc:ee4iDl RI. 10 lakhs. 

"111. GrIDltS-ia...u,. PriHII lrutitaIiAr R.ecurrin«-Rl. 5 lakhs and NOIl-recur-
rilll RI. 10 lakhs subject to the following:-

<a) The limits for ~ and 
rec:urrmg FDts-in-aid to priva,te iJIItitutkJD 
would apply with reft:rC:ace to II1Oae')'I dis-
bunied by an indiviaual M,bUstryfDepart-
~ and mit by Government as a whole. 

(b) In the ClUe of recurrinr Il"anta ex-
ceedinr R.I. 5 lakhs per aDnUID, the finan-
~ ~ would be reported to 

~ ~ ~ Jrant is to be made 
for twO years or more.· 

(c) In the cue of GrIIIIIs-in...u ""., 
/£xIMI PrawIiM ScIMmtI. the limits appli-
cable to Sublidies ·UDder these maemes 
will apply to Grants-in-aid also. 



V.SUsitliu 

(i) Sullsidies UDder Export 
~~
~~

. 3'l 

---.----

(i) Institutions in 
receipt of crmts-
in-aid of Ita thaD. 

Limit 

Rs. 1 erore. Rs. 10 lakba. 

(ii) InstitulioDll ill 
receipt of crmts-
in-aid of more than 
Rs. 1 crore but 
less than Rs. 
2 Cl"oreI. Rs. 20 iakhs. 

(iii) Instjtutions in 
receipt of crmts-in-
aid of R.J. 2 erares 
and above but 
below Rs. 3 crores. Rs. 30 lakba. 

(iv) Institutions in 
receipt of crmts-
in-aid ofRs. 3 crores 
and above. Rs. SO 1akbs. 

H,,. These limits would apply with n:Cerencc: to 
moneys disburled by an mdividual MiJUatryJ 
Department and fUlt by Gcm:nunent as 
a whole. 

The budget provision Ihould be Iplit up 
as under :-

(i) Product Promotion assistance (Cor 
fabricated praciucts like qineeriDg 
and sports goods, etc.) 

@ Commodi.ty ~ assistapce (Cor 
.. irOB .. a 1Ieel, ·fenlaus, ~ etc.) 

(iii) B:qxJn Cldit dcvclopment scJumes 
(Cor subsidies to banJaI) 

(iv) Grants-in.aid--aDd CODtributiOllS to 
eKpOrt development OlpDisations (Ex-
port Promotion Councils, etc.) 

(v) Gnmts-iJl..aid Cor macket ~
(Cor market research, Cairs, exbibitiaas, 
pq1Jlieity, etc.) 

Parliament ahould be approached when-
~ ~~ to· ~
~ _ ~ rQl' •• ~ Pramo-
__ ...-. .. f"IVIII,CIIIl ....,. .,..e 
of the heads reti:ired to ~ by aore 
tkan Rs. 1 a'OIC. 



(ii) Other Subsidil'!!' 

VI Odwrs f..&res : 

(i) New CommUaions or Committees 
of Enquirv. 

(ii) Expenditure on a 'new Works'. 

(,oi) Other cues of Govt. expenditure. 

VII. P.,' (JI T.k,ra/lhs 
VIn. n.fotca 

1 

J 

38 

----_.-._ ... -
2 

. (it) F_ ".tdm trllllSCCliMs :] 
Padiament will be approached whene,,-et 
it ·became. ncceaary to aupaent existi"B 
buclFt previsioa by more tha.n' '. 
I c:rore., 

lb.. fO laldlS. 

lb. 4 lakh. (tutal expeaditure} 

RI. 25 laJdu. 

Each caae to be considered on meritl. 

All the above limits inc:ludinl those relatillS 
to Works Expenditure (Rs. 25 lakht) ap-
plicable to other MinistriesfDepartmenu 
will apply in the case of these MiDis-
tries , Departments; subject to consicler-
.Iions of security in the case of DeJ'ernce 
and that for investment in Ordnance 
Factories the limit of Rs. 1 crore should 
be made applicable with reference to 
investments in all the Factoriell as a whole. 
Civil Works, which do not form part of 
any ~ of the Departmental 
Undertakings (Ordnance Factories should 
be treated like Ordinary. Defence 
Worb). Ita such they would attract the 
limitl of new instrument of service, if the 
COlt thereof exceeds RI. 25 lakhs or 
should be reported if the COlt 
thereof exceeds Rs. 10 lakhs but 
does not exceed RI. 25 lakhs. A list 
of IUCh worb should, however, be sup-

~ to the Director of Audit, Defenc(" 
Services. 

B. CueII, lor limits lMJtaiI4 whleh R8pori to PalfiameDt Is neeea&l7 
aloac with tile IIlI1Iin&' bateh.r SItUII neataq DeIllUtc)s lor GnattI 

Nate. _ DellltBc1s lor Gnats. - •• ~

Nature of trausaction Limib beyond which report to ParUamet 
i. neceIIIaey • 

-------------------------------------------------

1. Additional inftltment in an 
Cldstins Departmental. Undertakinr· 

Its. 50 IaJdIs Dr-hove but below 
lb. I crore. 

Up to lb. I crore RI. 10 Iakhs ... 
&bow but below RI. 
~ 1U:hI. 
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------------------------

-----------

.. ~

UI. Additional investment in 
or Loam to a Private Sector 
Company/Institution. 

lV. Subsidies. . 

-

Nole:-

V. Expenditure on a 'new Work' 

VI. Transfer or a gift or Gov-
ernment assets of Public 
CorPorations/Companies, 
Autonomous Bodies, Private 
Parties/Institutions, etc. Nole:-

Above RI. I crore and 
upto RI. 25 C1"01"CS. 

> 

RI. I crore and 
above but below 
Rs. !Z erores. 

Above Its. 25 crores R.I. 5 crores and 
and upto RI. 100 ~ bilt below lb. 
crores. 10 crores. 

Above RI. l.oo'crores. Rs. 7.50 uores 
and above but·below 
Rs. 15 crores. 

While applying the above limits Loans all'i 
Capital investments are to be taken 
together :-_ 

RI. 50 lakhs and above but below RI. I 
crore. 

While applying the above limit Loani and 
Capital investments are to be taken 
together. 

Augumentation of total provision by re. 
appropriation of over RI. 25 lakhs (and 
less than Rs. I crore) or re-appropri-
ation of RI. 25 lakhs. (and the 
less than I crore) from one sub-head to 
another but any without overall aug-
mentation of the total provision. 

Subsidies on Foodgrain tTansa&tion.s. 

Re-appropriations in excess of Rs. 25lakhs 
(but less than R.s. I crore). 

RI_ 10 lakhs and above but below RI. 25 
lakhs. 

RI. I lakh. (To be reported through the 
Notes on Demands for Grants). 

In cases of urgency, where it mayn ot be 
possible to wait till the matter is brought 
to the notice of Parliament through the 
notes on Demands of Grants, arrange--
ments may be made by entrusting the 
management of the property i":. the body 
or iustitution but the formal transfer 
of the title to the Property should be 
effected only aJter a ~ is made in 
the Notes on Demands Cor Grants. 



APPENDIX n 

(Vide Para 1.46 of Report) 

STATEMENT OF THE CASE FOR THE OPINION OF THE 
LEARNED COUNSEL 

In this case. the Hon'ble Speaker has desired that this matter 
might be examined and straightened after consulting the Attorney 
General. 

2. In the Cttse of the Central Government, article 115(1) (a) of 
the Constitution provides inter alia that-

"when a need has arisen during the current financial year 
for supplementary or ~ expenditure upon some 
'New Service' not ~ in the Annual Financial 
Statement for that year, ....... . 

The President shall cause to be laid before both the Houses 
of Parliament another Statement showing the estimated 
amount of that expenditure." 

3. The'l"eupon, the supplementary estimates so presented are 
subject to the provisions of article 113 and 114 of the Constitution. 
Thus, no expenditure on a 'New Service' not contemplated in the 
Annual Financial Statement can be incurred from the consolidated 
Fund of India until Parliament has granted the estimated expendi-
ture and has passed the connected Appropriation Act authorising 
payment and appropriation of the amount from and out of the Con-
solidated Fund of India. 

The term 'New'-S-ervice'; has not been defined in the Constitu-
tion. This expression was also not used in the Govern-
ment of India Act, 1935. It ,is not practicable to arrive 
at an exclusive definition of 'New Service'. Consequent-
ly, the meaning and scope of the term 'expenditure on 
New Service' has been left to be decided by the evolu-
tion of a body of case law on the basis of decision taken 
in the light of the views expressed by Audit and the 
Public Accounts Committee. 

4. There may be two extreme approaches in regard to the scope 
of 'New Service', namely: 

(i) No ~ from the Consolidated Fund would con-
stitute a 'New Service' as long as it is, according to the 
form of the acCounts presaribed by the Comptroller and 
Auditor Gene'l"al in pursuance of article 150 classifiable /' 

40 
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under any of the accounts 'heads against which estimates. 
of other items of expenditure already appear in the 
Annual Financial Statement and, at :the time, ~ <fues. 
not require the addition of a new entry among the: 
"Services and Purpo_I' specified in the Schedule to the 
Appropriation Act already passed by the Legislature; and 

(ii) Every expenditure, however, insignificant, from the Con-
solidated Fund for which the estimates have not already 
been included in the Annual Financial Statement (say, 
the Expenditure involved following the creation of a 
new post) has to be treated as constituting expenditure 
on 'New Service' within the contemplation of article 
115(1) (a) of the Constitution. 

5. Obviously, neither of the two extreme approaches· mention-
ed above is workable, for loss desirable. This is another reason 
why, in a matter like this, it is inescapable to proceed on conven-
tions and practi.ces ~ upon in consultation with the Public 
Accounts Committee. Broadly, expenditure from the Consolidated 
Fund ariSing out of a new policy decision (not brought to the Legis-
lature's notice earlier), including a new activity or a new form of 
investment is regarded as an item of 'New Service', within the con-
templation of article 115(1)(a) or 205 (1)(a) , as the case may be. 
Like-wise, relatively large expenditure arising out of an important 
extension of an existing activity is treated as a 'New Instrument of 
Service' which, though a slight variant from 'New Service' is in prac-' 
tice subjected to the same Testrictions as are applicable to 'New ~ 

vice', although the activity itself might have otherwise been con-
templated and provided for in the Annual Financial Statement. 
The question of laying down guidelines for treating certain items 
of expenditure, from the Consoldated Fund, as 'New Service' or 
'New Instrument of Service' ~ been examined. by the Public 
Accounts Committee of Parliament which made its recommenda-
tions in the Eleventh Report (Fourth Lok Sabha) and Fiftieth 
Report (Fourth Lok Sabha). Based on the recommendations con-
tained in these Reports of the Public Accounts Committee of Par-
liament, a Statement was drawn up by the Ministry of Finance, 
indicating the nature and, in certain cases, financial limits beyond 
which expenditure from the Consolidated. Fund of India would be 
deemed to constitute 'New Service'/'New J;nstrument of Service', 
thereby attracting the provisions of article 115(1) (a) of the Con-
stitution. Accordingly, instructions for tbe guid.alu.--e of all the 
Ministries etc., were issued in July, 1970; a copy of the relevant 
Office Memorandum No. F.8(60)-B/69 dated 27-7-1970 is enclosed 
for reference. Similar guidelines and limits have also been laid' 



down by the ~ Governments, with the approval of the P4,CI 
:EC of the State Legislature, in so far as expenditure from their 
Consolidated F'Ltnd on 'New Services', within the contemplation of 
:article 205(1) (a) of the Constitution, are concerned. 

6. It will be observed that for determining whether an expendi-
ture from the Consolidated Fund, not provided for in the Annual 
Financial Staiement, would constitute a 'New Service' or not, the 
Public Accounts Committe, also had found it necessary to lay 
-down, apart from the nature of expenditure, certain financial limits 
within which expendlture from the Consolidated Fund would not 
be deemed to constitute ~ on 'New Service'. Thus, the 
term 'New Service', within the contemplation of article 115(1) (a) 
or ~ 205 (1) (a) of the Constitution, being not susceptible of 
a definition in absolute terms, the spirit and letter of these articles 
of the Constitution cannot be deemed to have been violated if, for 
this purpose, certain financial limits are laid down, with the 
-approval of the Public Accounts Committee or the Estimates Com-
mittee of the Legislature, and expenditure from the Consolidated 
'Fund within suCh limits are not treated as expenditure on 'New 
Services'. 

7. However, on the 20th and 21st March, 1975, when the Lok 
Sabha took up for consideration a batch of Supplementary Demands 
for Grants of the Government of Gujarat for 1974-75, some Hon'ble 
Members in the Opposition expressed the view that for 'New 
Service', within the contemplation of article 115 (1) (a) or article 
205(I)(a) of the Constitution, there could be no ftnancial limit and, 
therefore. such limits, even though prescribed with the approval 
of the Public Accounts Committee or the Estimates Committee of 
the appropriate Legislature, would go against the spirit and letter 
of the relevant provisions of the Constitution. The particular of 
the item in respect of which. the Hon'ble Members raised the points 
was as follows: ' 

In the original Budget for 1974-75 of the Government of Gujarat, 
Parliament authorised an expenditure of Rs. 15 lakhs for 'Welfare 
of Scheduled Castes', classifiable in the accounts under Major Head 
"288-Social Serurity and Welfare", in Grant No. 49 for the Service 
"'Social Security and Welfare". During the course of the year, the 
State Government sanctioned an Apprentice Training Scheme, 
under 'Half a million jobs programme', at an estimated cost of 
'Rs. 1.49 lakhs. The expenditure on the new scheme so sanctioned 
was also classifiable, in the accounts, under the Major Head '288-
'Social Security and Welfare' and was also adjustable under Grant 
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NJ. 49 for that year. According to the financial limits prescribed 
with the approval S of the Estimates Committee of the Guja'1'8t 
L,!gislatures for determining 'New Service', a new scheme involv-
ing non-recurring expenditure not exceeding Rs. 2 lakhs, though 
not include in the original Budget, would not constitute a 'New 
Service' within the contemplation of article 205(1) (aJ of the Con-
st.tution. Consequently, the State Government incurred expendi-
tu re on the new training scheme from out of the funds otherwise 
sanctioned in Grant No. 49, without obtaining specific prior appro-
val of the competent legislature by way of Supplementary Grant. 
fl,Jwever, as tel.; total expenditure on Service No. "49-Social SeC'U-
rity and WelfAre", including that on the new scheme, during the 
~ year 1974-V5 was estimated to exceed. the provision of Rs. 15 
Ia khs otherwise authorised by Parliament for that Service, a Sup-
plementary Demand for Grant was presented to Parliament in 
March 1975 after a Pltrt of the estimated expenditure 011· the new 
sc'-1eme, had been incU'rred, though without causing, by then, any 
eJ'cess over the amount otherwise granted for the relevant Service 
No. 49. 

8. The Hon'hle Members held the view that in the context of the 
provision relating to expenditure on 'New Service' in article 
205(1) (a) of the Constitution, expenditure from the Consolidated 
Fund of the State on a new programme taken in hand during the 
course of the ycar would constitute expenditure on 'New Service', 
and, consequently, it could not be incurred without first obtaining 
a Supplementary Grant. It was clarified by the·· Minister of 
Revenue & Expenditure that for the purposes of determining 'New 
Service' financial limits had been prescribed, with the approval of 
the Public Accounts Committee/Estimates Committee of the appro-
priate legislature not only at the Centre and in Gujarat but also 
in the other States. But, as stated above, the Hon:'ble Members 
insisted on, the view that the fipancial limits, even though pres-
cribed with the approval of the n;timates Committee of the State 
Legislature, were violative of the requirements of the latter part, 
·relating to expenditure on 'New Service', of article 205 (1) (a) of 
the Constitution. The Hon'ble Speaker directed that, in view of 
the doubts raised in the House, the particular item mentioned above 
might be deleted from the Supplementary Demands for Grants 
~ it would not be appropriate for Parliament to make Sup-
p'ementary Grants, under article 205(1) (a) of' the ConstitutiOln, 
towards expenditure already incurred from the Consolidated Fund 
~ an ite·m which is liable to be held as a 'New Service'. In view 
of the e:ll. treme urgency in getting the other items of Supplementary 



Demands approved by Parliament before the close of the financial 
year, the item  was deleted. 

9. In the circumstances, the learned counsel is requested to give 
his opinion on the following questions, namely:-

(1) ~ shall be the nature of expenditure from the Con-
solinated Fund for the purpose of determining 'New 
Sen·ice' within the contemplation of article 115 (1) (a) or 
article' 205 (1) (a) of the Constitution; 

(2) Whether, for the purpose of determining 'New Service' 
within the contemplation of article 115(1) fa) or article 
205 (1) (a) of the Constitution, laying down the financial 
limits, with the approval of the Public Accounts Com-
mittf'e/Estimates Committee of the appropriate Legisla-
t'Ure, beyond which expenditure from the Consolidated 
Fund would constitute 'New Service', would be violative 
of the letter and spirit of the said articles of the Con-
stitution; and 

(3) Generally. 
/ 

NEW DELHI; (P. G. GOKHALE) 

Dated the 29th .June 1976. 

Secretary to the GovernmentQj India. 

OPINION 

This is purs'Jant to the Statement of case dated 29th June, 1976 
prepared by Shri P. G. Gokhale, Secretary, Ministry of Law, Justice 
and Company IdJairs, Department of Legal Mairs, and the Sup-
plementary ~ of case c:1ated 26th July, 1976 prepared by 
Shri M. B. Rao, Joint Secretary and Legal Adviser, Ministry of 
Law, Justice ~ Company Affairs, Department of Legal Affairs. 

2. The main question really is the correct meaning of the expres-
sion "new servke" in Articles 115(1) (a) and 205(1) (a) of the 
Constitution. 

'3. A ~Service" must necessarily mean a service "not con-
templated in tne annual financial statement for that year" as stated 
specifically in both the above Articles. -
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4. The ~ sent to me include a copy of the· Gujarat ~ 

priation Act, 1974 but not the annual financial statement for 1974-
75. Column 2 of the Act mentions the various "services and pur-
poses". To arrive at the correct meaning of the expression "new 
service'\ any ~ demand for grant, stated ;in the annual 
financial statement cannot be construed either to widely or too 

.. narrowly. The demand stated has to be examined objectively to 
ascertain its limits. No general rule can be laid down in this 
behalf. 

5. The matter is essentially one which is for the appropriate 
legislature and, perhaps, eventually for the Speaker to decide. B-.1t 
as a specific question, namely, question (2), has been asked of me 
in paragraph 9 9l'the Statement of case it is my view that in order 
to find out ~ a service is a ''new service" within the mean-
ing of Article 115(1) (a) or Article 205(1) (a), one has to examine 
whether the servicE!" does or does not fall within any demand con-
templated in the annual financial statement; financial limits have 
nothing ~ to do with the question whether a service is 
-new" or not ... 

6. Two follOWing examples have ~ given in the Supplemen-
tary ~ of case and I have been asked as to whether the 
said  expression "new service" applies or not:. -

(a) In ~ Schedule to the Gujarat Appropriation -(No.2) 
Act, 1974 (No-24 of 19741) Item 49 reads "Social Security 
and Welfare (Agriculture, Forests and Cooperation 
Department)" and a sum of 15 lakhs was granted against 
this item. During the cO'lltBe of the year the State Gov-
ernment sanctioned an apprenticeship scheme under the 
-" Half-a-million jobs programme" at an estimated cost 
of Rs. 1.49 lakhs. The question is whether ttus expen-
diture of Rs. 1.49 lakhs would relate to "new service". 

(b) wrether the expression "new Service" applies to a Gov-
, ernment Company engaging in such activities, e.g. set-
ting up a subsidiary company or splitting up or recon-
stru('ting into separate Government companies or amal-
gamating with other Government companies or under-
taking a new activity, when no such adivity would 
require any grant from the Consolidated Fund. 

7. The answer to the first question referred to in the next preced-
ing paragraph depends on whether in the annual financial statement 
there was a demand for grant in terms similar to Item 49 of the 
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Schedule .to the Appropriation Act and the apprenticeship scheme 
related to agriculture or .forests or cooperation. If the .answer Is 
in the aftirmative, the apprenticeship scheme would not, in my VIew, 
be new sendee. If the answer is in the negative, the scheme wo\1ld, 
in .my view, be .a D!eW service. 

S. The answer to tne second question would depend entirely 
upon the Language of the purpose and service for which the demand 
is made in the annual financial statement in favour of the Gov-
emment Company. For instance, if the demand is in favour of the 
Gowrnment Company generally without restricting the grant to 
any ~ activity of the Company and the objects of the 
Company, as ·stated in its Memorandum, permit the activities ill the 
example given 'above, I would take the view that none of the acti-
vities would come under the expression "new service." 

9. In question (vii) as asked in para 11 of the Supplementary 
~ of Case I have been asked whether the word "not" 

oc;c1,lr:ing in the last sentence of ~ 6 of my opinion dated 3rd 
March, 1976 is a typographical error. The answer is in the negative. 
The sentence in my previous opinion refers to Article 116 (1) (c) and 
reads "TQ..e word 'exceptional' in the sub-clause would, in any case, 
not cover all expenditure spent on new services not contemplated 
In the annual financial statement." The sentence is not correctly 
quoted in paragraph 10 of the Supplementary Statement of Case. 
Nevertheless, there is a typographical error in the sentence. The 
word ''all'' should read "any". The re8!iJon is as follows. 

10. The expenditure on some new service not contemplated in the 
annual ~ statement may be needed during the CUTTent fi7t.an. 
cial year. This is covered by Article 115 (1) (a). Artick! 116(1) (c) 
refers to an exceptional grant which forml! no part of the current 
service of any jinancia.Z Yf!ar. 

11. The answers to the questions asked in paragraph 9 of the 
Statement of Case are as follows. 

Question (I)-What shall be nature of expenditure from the 
Cansoli"aated Fund for the purpose of determining 'new 
Service' ~ the contemplation of article 115 (1) (a) or 
article 205 (1) (a) of the Conltitution? 

Answer-Vide paras 4 and 5 hereof. 

Question (2)-Whether, for the purpose of determining 
'New ':-Service' wi'thin the contemplation of article 
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115(1) (a' or article 205-(1) (a)" of the Constitution, laying 
down the financial limits, with the appl'ovalof the Public 
Accounts Committee/Estimate!; Committee of the appro-
pdate legislature, beyond which expenditure from the 
Consolidated Fund would constitute 'New Service', would 
be violative of the letter and spirit of the said articles of 
the ponstitution? 

Answer-It would certainly be violative of Articles 115 (1) (a) 
of the Constitution. 

12. The answers to the questions asked in paragraph 11 of the 
Supplementary Statement of Case are as follows. 

Question (i)-Whether the eXpenliture on the Half-a-Million 
Jobs Programme at an estimated cost of RS. 1.49 lakhs (in 

~ with Government guidelines alid which was 
earlier approved by the Public Aecounts C()intriittee) by 
the State of Gujarat, referred to in para 3 'Supra, is in 
order? 

Answer-Vide para 7 hereof. 

Question (ii)-The precise seope; within" the contelnplation of 
the Constitution, of the expression 'Supplementary or 
additional" expenditure-upon a "new"" service" not co"ntem-
plated in the Annual Financial Statement' occurring in 
Articals 115(1) (a)/205(1) (a) of the Constitution; 

AnstOe1"-Vide paras 4 and 5 hereof. 

Question (iii)-Whether taking up a new activity by a gov-
emnrent-organization without involving 'supplementary 
or addft1onal' expenditure from the Consolidatett: Fund: of 
India over and above the estimate inclUded in the Annual 
Financial Statement, could come within the scope of 
'New Service' mentioned in Article 115 (1) (a) of the COh-
StitutlOn, thereby requiring prior approval of Parliament? 

Answer-Vide para 8 hereof. 

Question (iv ) -Whether the provisions of Article 115 (1) (a) 
would be attracted if an eXisting govetnment-eompany 
sets up a subsidiary company of itself (and therefore an-
other government company Within the meaning Of See-
tion 617 of the Companies Act, 1956) wholly out of' the-
priBCipal ~ funds; whieh do not form part of the 
Consoliaated fund· of India? 

A'l'tIt1Def'..:.:...Vide' paTa 8 "hereof. 
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Question (v)-Whether Article 115(1) (a) would be attracted 
when, without involving any expenditure from the Con-
solidated Fund of India, (a) an existing government-
Company is split up or reconstructed into separate gov-
ernment-companies; (b) two Or more existing companies, 
are amalgamated into one or more government-companies; 
(c) a new activity is undertaken by an existing govern-
ment company? 

Answer-Vide para 8 hereof. 

Question (vi)-In case!the provisions of Artic1e 115(1) (a) are 
not attracted to the activities referred to in (iii) and (iv) 
above, whether prior approval of Parliament is, under 
any provision of the Constitution, required before such 
activities are undertaken and, if so, what would be the 
form of such prior approval? 

Answer-No prior approval of Parliament is necessary. 

Question (vii)-Whether the word 'not' occurring in the last 
sentence Of para 6 of the Learned Counsel's Opinion dated 
3rd March, 1976 is a typographical error? 

Answer-No. But vide paras 9 ~ 10 hereof. 

Generally-There is nothing to add. 

NEW DELHI; 

Dated 12 August, 1976. 

Sdj-

(NIREN DE) 

Attorney General fOT India. 

STATEMENT OF THE CASE FOR THE OPINION OF THE 
LEARNED COUNSEL 

Under Article 115(1) (a) of the Constitution, when a need has 
arisen during the current financial year for supplementary or addi-
tional expenditure upon some 'new service' not contemplated in the 
annual financial statement for that year, the President ~ cause 
to be lafd before both the Houses of Parliament, another statement 
sbowing the estimated amount of that expenditure. The supple-
mentary estimates so presented. are subject to the provisions of 
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articles 113 and 114 Of the Constitution. Thus no expenditure on a 
'New service' can be incurred from the Consolidate<t Fund of India 
until the Parliament has approved of the demand for the estimated 
expenditure and passed the eonnected Appropriatiin Bill authorising 
payment and appropriation of the amount from and out of, the 
Consolidated Fund of India. and the Appropriation Bill has received 
the President's ~ Similar provisions with regard to the States 
exist in article 205 (1) (a) of the Constitution. 

2. The term 'new service' has not been defined in the Constitution. 
After the commencement of the Constitution, the scope and meaning 
of the term 'expenditure on a new service' was left to be decided 
by the evolution of a body of case law on the basis of decisions taken 
and views expressed by the Public Accounts Committee and Audit 
from time to time. Broadly, expenditure from the Consolidated 
Fund arising out of a new policy decision (not brought to the notice 
of the legislature earlier) including a new activity or a new form of 
investment is regarded as an item of 'new service' within the con-
templation of article 115(1) (a). Likewise, relatively large expen-
diture arising out of an important expansion of an existing activity 
is treated 'as a 'new instrument of service' which, though slightly 
different from 'New Service' is, in practice, subjected to the same 
_restrictions as applicable to 'new service', although the existing 
activity might have otherwise been contemplated and provided for 
in the annual financial statement. 

In order to provide effective Parliamentary control over Gov-
ernment expenditure certain monetary limits beyond which ex-
penditure on new works would conostitute 'New Instrument of 
Service' requiring prior approval of' Parliament were prescribed 
for the first time by the Central Public Accounts Committee in 1963. 
In fixing these limits note was taken of the fact that too low a 
monetary ceiling not to speak of absence of a ceiling aitogether, 
would entail numerous applicaticns for Supplementary Grants for 
items of little significance and cause practical difficulties in work-
ing. In 1968 and 1969 the Committee examined in detail the question 
of laying down suitable guidelines for determining the nature and 
categories Of expenditure which would constitute 'new service'l 
'new instrument of service' requiring prior ~ of Parliament 
under article 115(1) (a) of k.. Constitution. The Committee made 
their recommendations in this ~ in their 11th Report (4th Lok 
Sacha) and after further examination of the views of the Govern-
ment, modified them in their 50th Report (4th Lok Sabha). Based 
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on the recommendations of the Committee in their 50th Report in-
;~ ~ ~~ ~~~ in ~ Ministry·s. Omce ~

No. F.8:(60)-B/69 ~ the 27th July, 1970 (copy enclosed) for ~

~ ~ of, all the Ministries and Departments qf the Central 

Government. 
k ~ " 

It will be seen that under these instructions:-

(i) certain ~ of expenditure, for eXQIIlple setting-
up new ~ would constitute new 
service without any monetary limits; 

(p) ~ othel' ~ of expenditure, such as additional 
~ ~ in ~ Government companies, in excess 

of· ille ~ ~ ~ ~ limits would constitute new 
~

~ falling in categories (i) an4 (ii) above would require 
. prior approval of Parliament under Artic:;le 115(1) (a) of 
the ~ ; and 

(iii) in r.egard to cases falling under the. second category, if 
the additional expenditure is less than the prescribed 
monetary limit but a'bove a lower monetary limit laid 
down for the purpose, a report is to be made to Parliament. 

~ above s,cheJIle is ~ at ~ effective ~

control over essentIal proposals of Gov.ernment expenditure. 

Further, these guidelines have helped Government Departments 
in identifying more or less precisely the items of ~ ~ which 
constitute 'new service' requiring prior approval of ~

It is ~ that slmilar guideliI\es and limits have also been 
laid dOW-A by' cel't8bl State Governments with the approval of the· 

.  . '  ,  " I.. . ~

Public ~ ~ Committee of the concerned State Legis-
~ for, ~ on 'new ~ from their Consolidated 
Funds. . .' , 

3. In March 1975, some Hon'ble Members of the Lok Sabba ex-
• ~ • ..' • I. • 

pressed the ~ that for a ~ service' within the ~

of articles 115(1)·(a) 205(1) (a) of the COD$titution, there. could 
be no ~~ ~ limits and, ~ such limits, ~ though pre-
scribed with ~ ; ~ of ili.e Public Accounta Committee/Esti-
mates Committee ~ ~ apPX'opria.te 1!gislature woQuld be violative 
of the spirit and letter of' ihe . relevant provisions: of, the Constitu-
tion. Pursuant ~ the Hon'ble: Speaker desifed that the matter 
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might be ex,amiI)ed and straightened. lUter ~ the Attorney 
General. Accordingly in June, 1976, the matter was placed before 
the then ~~~ ~ and his opinion was solicited intea-alia 
on the following points: 

(i) what shall be the nature of expenditure from the Consoli-
dated.. Fupd for the purpose of ~ 'new service' 
witl!il.l the contemplation of article 115(1) (a) or article 

~ (a) of the Constitution; 

(ii) whether for the purpose of determining 'new service' 
within the conteIIlplation. of. article 115"(1) (a) and article 
205(1)(a) of the Constitution, laying down financial limits 
with the approval of the Public Accounts/Estimates Com-
mittee of the appropriate ~ beyond which ex-
penditure from the Consolidated Futld would constitut2 
'new service', would be violative of the letter and spirit 
of the s",id articles of: the Constitution. 

4. The learned Attorney General in his opinion (no. AG/76/9) 
dated the 12th August, 1976 in regard 1.:0 the above points observed' 
inter a.lia that:-

A. 'new service' must necessaJ;ily mean a service "not- ~

templated in the annual financial statement for that year". 
as stated Specifically in both the articles 11;>-<1) (a) and 
205(1) (a) of the Constitution. 

To arrive to the correct meaning of the expression 'new 
service', any particular demand for grant' stated in the 
annual financial' statement cannot· be construed' either too 
wjdely or too narrowly. The demand stated has to be 
examined objectively to ascertain its limits. No general 
rule can be laid down in this behalf. The matter is es-

~ one wh,ich is for the appropriate legislature and, 
perhaps, eventUally for the Speaker to decide. But as a 
specific question has been asked, "It is my view that in' 
order to find out whether a ~ is. Do 'new service' within 
the meaning of Article 115(I)(a) or Article 205(I)(a), one 
h;as to examine whether the service does or does not fall 
within· any ~ cQntemplated in the annual financial 

~ ; financial limits have nothing whatsoever to do 
~ the questipn whetbe' the..service, b. 'new' or not." 
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The learned Counsel finaly replied to the second question referred 
to in the preceding paragraph by stating that it would certainly be 
violative of Articles 115(1) (a) and 205(1) (a) of the Constitution. 

5. The learned Counsel had observed that it was essentially for 
the legislature and perhaps eventually for the Speaker to decide 
whether a particular expenditure constitutes 'New Service'. In this 
view, it is the prerogative of the legislature or the Speaker to lay 
down norms for determination of 'New Service'. The Public 
Accounts/Estimates Committee is appointed or elected by -the House 
or nominated by the Speaker and works under the directions of the 
speaker. Their Reports are laid before the respective legislatures. 
These Committees represent the respective legislatures and their 
recommendations are to be deemed as reflecting the views of the 
Legislature. The recommendations become binding on Government 
once they are accepted by Government. 

The guidelines referred to in para 2 above, issued pursuant to 
the recommendations of the Central Public Accounts Committee, and 
similar guidelines laid down in certein States with the approval of 
the concerned Public Accounts/Estimates Committee, could, therefore, 
be deemed to satisfy the wishes of the respective Legislatures. 

6. In the circumstances mentioned above, the learned Counsel is 
requested to give his opinion on the following issues, nam.ely:-

(a) whether in the light of the opinion dated 12th August, 
1976 of the former Attorney General, it wouleJ not be in 
order to go by the existing conventions established on the 
basis of the recommendations of the ·Public Accounts 
Committee for determining whether a particular expendi-
ture attracts the provision of "new service", 

(b) if not, what would be the preCise nature of expenditure 
from the Consolidated Fund and criteria for determining 
'new service' within the contemplation of article 115(1) (a) 
or article 205(1) (a) of the Constitution' and , 

(c) generally. 

SUPPLEMENTARY OPINOIN 

~ questions now for consideration are given in paragraph 6 of 
the Statement of ~ for Opinion. The questions are: ' 

. (a) whether, in the light of ~ opinion dated 12th AUgust' 
1976 of the former Attorney General, it would not be ir: 
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order to go by the existing conventions established on 
the basis of the recommendations of the Public Accounts 
Committee for determining whether a particular expendi-
ture attracts the provision of "new service", 

(b) if not, what woulci be the precise nature of expenditure 
from the Consolidated Fund antl criteria for determining 
"new service" within the contemplation of Article 115 

(1) (a) or Article 205 (1) (a) of the Constitution; and 

(c) general. 

2. In order to answer these questions one must first turn to the 
provisions of the Constitution in article 112 to 116 and Articles 202 
to 206. Article 112 provides that the President shall in respect of 
every financial year cause to be laid before both the Houses of Par-
liament.a statement of the estimated receipts and expenditure 'Of the 
Government of India for the year, or shortly "the apnual financial 
statement." Clause 2 of Article 112 provides that the estimates of 
expenditure embodied in the annual financial statement shall show 
separately:-

(a) the sums required to meet expenditure described by this 
Constitution as expenditure charged upon the Consoli-
dated Funtl of India; and 

(b) the sums required to meet other expenditure proposed to 
be made fr«;lm the Consolidated Fund of India. 

Clause (3) of Article 112, sets out expenditure charged on the 
Consolifiated Fund of India. Among other items sub-clause 3 (f) 
mentions any sums required to satisfy any judgment decree or 
award of any Court or tribunal and sub-clause 3 (g) mentions any 
other expenditure declared by the Constitution or by Parliament by 
law to be so charged. Sub-clause (2) requires not actual expendi-
tUre but the estimates of expenditure under two heads, first being 
the expenditure charged upon the Consolidated Fun:d and the second 
sums ~ to meet other expenditure proposed to be mane from 
the Consolidated Fund. Article 113 provides  for procedure in Par-
liament with respect to the estimates and provides that so much of 
the estimates as relates to 'expenditure charge upon the Consolidat-
en Fund shall not be submitted to the vote of Parliament and clause 
(2) thereof provi'des of the said estimates as relates to other ex-
penditure shall be submitted in the form of demands for grants to 
the House of the people so that the House of the people may assent 
~ refuse to assent the any demands or assent to any demand sub-
Ject to the reduction of the amount specified therein., Clause (3) of 
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Article 1l:l provirles that no demand' shall be made except on the 
l'ecommelldation of the President. This has to be followed up by 
an Appropriation Act. Article 114 (1) provides that as soon as may 
be after the grants under Article 113 have been made by the House 
of the people, there shall be introduced a Bill to provide for the ap-
pr.opriation out of tha Consoliaated Fund of all moneys required to 
meet:-

(a), the-grants so made by the Hollie' of the People; and 

(b) the ~ charged on the Consolidated Fund but 
not exceeding in any case the amount shown in the state-
ment previously laiel. before Parliament. 

Clause (2) of'that Article is of no conseqeunce in the context 
of the questions posed for consideration. Clause (3) of ATticle 114" 
is a provision which is really the basis' for provisions in Articles 112, 
113' and 114. It contains a prohibition that subject to the provisions 
of' Article 115 and 116, no moneys' shall be withdrawn from the'Con-
solidated Fund' of India except under appropriation -made by law in 
accordance with the provisions of Article 114, which of course, must 
be, proceeded. by the requirements of Articles 112-and 113. The 
only, distinction between estimates relating to expenditure charged 
upon the Consolidated Fund and ather, expenditure is that the first 
is not subject to any vote of Parliament but the seconn must be 
submitted· in the form of demands to the House of'the' people for 
vote. In both cases the estimates have to be roU'oweq' up by an ap-
propriation bill. Clause 1 (b): of. Article. 114 emphasiaest that even 
in the. matter ~ expeacUture.chargd on Consolidated Fund. the biD 
must not exceed in any case the amount sbGwn in the statement 
previously laid, before ~ Clnse· (1) (b) of that Artiele: 
emphasises .. that' the sanction and the' 'destination 'shall" remam:within· 
the limits of the statement' previGusly laid before Parliament under 
Article 114. 

3. Since, no. moneys· can.· be withdrawn from the Consolidated. 
Fund, of, India ex-cept under an appropriation recoul'le -must. be, had 
to the previsions,of Articles 115 and, 116, which is permitted under 
clause (3) ef Article 114" Where the-expenditure-charged en the 
Consolidated Fund of India (is CODOerned, there is a constitutional 
obligation' to ensure that whatever; is charged Ullder theCooatitution . 
or by Parliament by-law,: must necessarily. be-paic\,but even all-
amount itt e-XCes6. ef that mentioned in the statement previously. laid· 
before Parliament may be ~ as where,-for. instaace; a' deeree 
has; to be met[lIee item (f), of. Article-112. (3)). Clause '(2) . of· Article 
114 underlines thil for it provides that no amendment shall be pro-
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posed to any such bill in either House of Parliament which shall 
have the effect of varying the amount or altering ihe destinatioli of 
any grant so made or of varying the amount of any" expenftiture 
charged on the ConsoUdatedFund of India. In situations where 
moneys are required out of the Consolidated Fund of Imiia Tecourse 
can ann must be had to Articles U5 and HS. Article 115 deals with 
supplementary, ad"ditional or excess grants. 

4. It is in the light of this background that ODe must bam to the 
language of clauses (a) and (b) of .Article iLl5. The grants "made 
under (:lause (a) of Article 113 (2) read with Article 114 (1) (8) 
are the limits unless the House".fIl the P.eople under ~ 115 
or under Article 116 provides the expeDditure by a supplementary, 
anditional or excess gram. In these t\YO cases the Pl'esident shall 
have to lay before the both Houses of Parliament another statement 
showing the estimated amount of that expenditure or caused to be 
presented to the House of the people, a demand for the excen ex-
penditure [as the C81;e may be, that is whether it falls under clause 
(e) or clause (b)]. It ~to me that clause (a) of Article 11'5 {I) 
would apply to the amount authorised by the appropriation Act 
whether it is in Tespect of amount charged on the Consolidated 
. Fund or for other expenditure. If the amount authorised by the 
Appropriation Act to be expended for a particular serviee for the 
current financial year is found insufficient for the purpose of that 
financial year or when a need has arisen during the current finan-
cial yearfor supplementary or additional expenditure upon some 
new service not contemplated in the annual financial state-
ment for that ~ The caSe03 falling for instance under Arti-
de 112 (3) (f) or (g) or for that matter any other item may prove 
inadequate because the particular service, by which I understand 
the service covered by the Appropriation Act on the basis of Annual 
Finanetal Statement of the year in question is found inadequate for 
the year in question. Again where a particular service for which 
the ~ was sanctioned by the Appropriation Act is continued 
but the estimates and therefore the Appropriation Act sanctions 
an amount which is found to be inadequate. recourse must be had 
to Artfcle 1115 (a>. Secon.tly, where a need has arisen, which means 
has arisen during the current financial year for the first time in 
that year for a supplementary or additional expenditure. not for 
the service which was covered by the Annual Financial Statement 
but a ne"w ~ recourse tnay be taken again to Article 115 (1) 
(a). This again would apply whether the Appropriation Act was in 
respect of the expenditure charged on Consolidated Fund or in re-
lation to a demand under Article 114 or rather in the Annual Finan-



cia! year for supplementary or additional expenditure upon some 
clearly applies to an old seroice continued but the amount sanction-
ed by the Appropriation Act is insufficient for the purpose. The se-
cond part of clause (a) deals with a situation where ~ has arisen 
in the year in which the demand is made for the year in wnich .a 
supplementary or additional servi::e is sought provided the. service 
was not contemplated 11t-the Annual Financial Statement for the 
year in question. The first part would take in a particular service, 
which was continued from the year for which the Appropriation Act, 
was passed. but the requirement of that service is found in the year 
in question to ~ insufficient for the purpose of that year. Here no 
questiun of a new service is involveO.. It is the second part which 
needs consideration for the purposes of answering the questions. 
Both parts of clause (8) of Article 115 (1) enable Parliament to 
make a supplementary or additional grants but not excess grants 
which are covered. by clause (b). There is some confusion created 
in the second part of Article 115 (1) (a) by reason of the use of the 
words. "for supplementary or additional expenditure" before the 
words "upon some new service not contemplated in the Annual Fin-
ancial statement for that year:' If by the expression "new service" 
is to be understood a service which was not reflected at all in the An-
nual Financial Statement for that year, then the words "supplemen-
tary or additional expencUture" are not understandable but in order 
to reconcile the two, the meaning to be given to the expression "new 
service" not contemplated in the Annual Financial Statement of that 
year must be that the service is new only in the sense that it was 
not visualised in the Annual Fina.ncial Statement but that the Sef'-
vice was one already ~ for. Where, few ~ fresh in-
vestments are to be made or an activity in a service covered by the 
Appropriation Act is to be undertaken, it would in the context be a 
"new service". The worCls "new service" cannot in the context mean 
something totany new in the sense that there was no such service 
at all in the Annual Financial Statement of that year. It would cover 
cases where the service itself was old but the extension was not con-
templated in the Annual Financial Statement. It is only when the 
service is the same that is still relatable to a service broadl!1 cate .. \ 
gorrised in the Annual Financial Statement but not included within 
the expenditure. It cannot bea new service altogether; it is an ex-
tension of an old service; otherwise the words "supplementary or 
additional expenditure". would be wholly urt:understandable. Since 
the grant ·is to be sought for a supplementary 01" additional erpen.li-
ture the ~ "new service* 'h4a a. limited content. It does not 
envisage a se7vice which is entin-ely new. In other words an activity 

which was not contemplated ~ part of the service mentioned' in the 
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Annual Financial Statement for the year in quest jon is covered by 
the second part of Article 115 (1) (a). On this consicleratioD, I take 
the view, that the expression "new service not contemplated in the 
Annual Financial Statement" for the year is Dot a totally new ser· 
vice but refers to an item not contemplated in service specified in the 
Annual Financial Statement but an old service where some activity 
involving supplementary or ~ expenditure is undertaken. 
This is emphasised by the expression "when a need has ~ rlur-
ing the current financial year for supplementary or additional 
expenditure". ., _' j 

5. Clause (b) of Article 115 (1) contemplates a different situation. 
It deals with post facto sanction because the wol'ds are "if any 
money has been spent on any service during the financial year" 
and the amount granterl for· that service exceeds expenditure cover· 
ed by an Appropriation Act, that recourse may be had to clause 
(b). Clause (a) deals with the case of insufficiency of the amounts 
covered by an Appropriation Act or a need has arisen for the first 
time during the current financial year by reason of a new ~

in a specified service, which activity was not contemplated in the 
Annual Financial Statement for that year. Clause (b) is clearly post 
facto and does not involve any new service. If the expenditure on any 
service which could be only on old servi-:-e specified in the financial 
year exceeds the amount granted for that service and for that year 
by the Appropriation Act, it is a pure case of excess over sanctioned 
expenditure. The view I take of the second part of clause (a) of 
Article 115 (1) is strengthened if a reference is made to Article 116. 
The very marginal note in that Article "Votes on account, votes of 
credit and,. ~ grants" show the distinction ~ Arti-
cles 116 and 1rs. Clause (a) of Article 116 speaks 0 fa grant in ad-
vance in respect of the estimated expenditure for a part of any 
financial year pending the procedure· there mentioned, clause (b) 
speaks of making grfint for meeting an unexpected· demand upon 
the resources of Innia in the circumstances there mentioned; and 
clause (c) speaks of an exceptional grant which forms no part of the 
CU7'1'ent service of any financial year. Clauses (a), (b) and (c) of 
Article 116 (1) state the exceptions ~ Article 113 as the very words -
"notwithstanding anything in the foregoing provisions of this 
Chapter" in Article 116 (1) show, for which the ground is alreadv 
prepar!d by clause (3) of Article 114. Under the second part ~
clause (a) of Artiele 115 (1) the words "new service" have to be 
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construed by reference to "service not contemplated in the ij,nnual 

financial statement fOr the year" and by the words "for suppleul'en-
tary or additional expenditure upon some new service". In view of 
what proceeds and follows the words "new service" have only a li-
mited meaning and do not comprehend a service which is entirely 
~ If the scope of the words "now serivce" is to be extended, it can 
It the scope of the words "new service" is to be extended, it can 
only be by the deletion of the words "for supplementary or addi-
tional expenditure" but that does not seem posss'ible in view· of the 
clear intention appearing from the marginal note "supt)lementU'y, 
adrUtional or excess grants". The question, therefore, arises whether 
'a wholly new service can be brought in under any of the clauses (1) 
of Article 116. The word "service'" is used only in clause (b) but 
in the context of the circumstances in which a grant can be made 
under that clause [namely, that an expected demand upon the re-
sources of India on account of the magnitude or the innefinite 
character of the service, the demand cannot be stated with the de-
tails ordinarily given in an annual financial statement], it does not 
seem open to bring a whOlly new service under clause (b) nor does 
it, in my opinion, fall under clause (a) for it conteIhplates a grant 
in artvance in respect of an ·estimated expenditu.re. Is it then possi-
ble to take the view that clause (c) can be invoked? It is possible 
that a wholly new service could be covered by clause (c) unless the 
view is taken that clause (c) is limite4 to what is only eXCeptional 
ciJ8es as in England. Since there is no provision for a wholly new 
service it seems that it is possible to take the view that a wholly 
new service that is one which does not form part of the C1irTent 
service of any financial year, could be brought in. A lacuna can-
not be attributed to the Constitution in such a vital matter. 

6. While the resolutions of Parliament accepting the recommen-
dations of the Public Accounts Committee and Audit may be hind-
ing On Government, they woulrt have no vitality if they are contrary 
to any of the provisions of Articles 112 to 116. There are no limits in 
the matter of a "new service in Article 115(1) (a) [Second Part.] 

7. I may now turn to the questions for const·derotion; 

(a). Although there is no definition of the expression "new 
service" in the constitutional provisions examined earlier. I agree 
with the former Attorney General (Mr. Niren De) that it toould 
not boP in order to gn by the existing conventiongo OTt the basis Of 



59 

the recommendations of the Pubtic Accounts Committee' for deter· 

mining whether a particular exPenditure attracts the pn>visions 

for a new service. The only pla\!e where the eXpl"ession "new:: 

service" is ; ~ is in the second part of clause (a) of Article 11S 

(1) and Article 205 (1) (a). 

(b) The expression "new service" used in Article 115 (1) (a) 

and likewise in Article 205 (1) (a) does not extend to a wholly 

new_ service; it covers only an activity of an old service but which 

was not contemplated in the Annual Financial Statement for the 

year in question. 

(c) Rule 8 made under the Contingency Fund Act cannot assist 
to give a wider meaning to the expression "new service" in an 
Article of the Constitution. It must be limited to the content of! 
the expression "new service" in Article 115 (1) (a). I take the view 
that the expenditure from the Consolidated Fund for a new activity 
or a new form of inveStment can be regarded as an item of "new 
service" within the contemplation of Article 115 (1) (a) and likewise 
relatively large expenditure arising out of an important, expansion 
of the eXisting activity, being only a new instrument of service, would 
fall within Article 115 (1) (a). The limits fixed to provide for effecti'Ue 
Pa.rUamentary control o'Uer Go'Uernment expenditure is in CYrder since 
that is not a question of any k:onstitutional provision but one based on 
pragmatic considerations. Item (i), namely, certain categories of ex· 
penditure such as for setting up new Government Companies 
would constitute "new service" only if they fall within the expres. 
sion "new service" as I have interpreted. Item (li), namely, ex· 
penditure such as additional investment in the existing Govern-
ment Companies is in order. Guidelines laid down by the public 
Accounts Committee that Public Accounts and -Audit are not open 
to objection inasmuch as I take the view that some of the items 
mentioned are within the content of the expression "new service" 
in Article 115 (1) (a). I do agree with the former Attorney Gene. 
ral in the' view taken by him that eventually the Legislature or 
even the Speaker may decide whether a particular expenditure 
constitutes "new service" provided it is not in conflict with the 
meaning of the expression "new service" as interpreted by me. I 
have taken thE' view in paragraph 5 of my earlier opinion that the 
words 4'current service" taken with the words "in a financial year" 
clearly underline that a current service may be a service, new 
(wholly) as well as old if it bas not figured in a financial year. 
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8. Lastly the best c<7lH'se to adopt is to have deleted the words 
"supplementary or additional expenditure" from the second part of 
clause (a) of Article 115(1) and add another part of clause (a) dealing 
with a "wholly new service" or add between clauses (b) and 
(c) a clause expressly providing for a grant for a wholly new 
service not contemplated in the Annual Financial Statement for 
the year in qUE';stion. 

.NEW DELlu; Sd/-
(8. V. GUPrE) 

Attorney General of India. 
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