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Composition of the Public Aecounts COIDmittee. 

Ohairman 
1. The Hon'ble Dr. John Matthai, Fina.nee Minister •. 

Memkr. 
2. Shri B. Das. 
3. Kazi Syed Karimuddin. 
4. 8hri Krishna Chandra Sharma. 
5. Shri Upendrana.th Barma.n. 
6. 8hri M.ahavir Tyagi. 
7. Professor Shibban La! Saksena. 
8. 8hri L. Krishnaswami Bharathi. 
9 .. Professor Nibaran Cha.ndra Laskar. 

10. Shri R. Sanka.r. 
11. Shri Raj Bahadur. 
12. ProfEllilSor K. T. Shah. 



, In accordance with the arrangement agreed to by our predecessors the 
usual appropriation accounts and audit reports were not prepared for 1946-47 
except for Defence Services but memoranda setting out the more important 
financial irregularities were prepared by the Auditor General and placed before 
us for consideration. We have examined these memoranda and the a ppropria-
tion accounts of Defence Services and we append the minutes of the proceedings 
which we desire, as usual, to be treated as part of our report. It is only last 
September that we examined in detail the accounts for the previous year and 
our observations on the more important general points brought out by our 
examination are contained in our report on the accounts of that year. These 
general points apply equally to the accounts for 1946-47 and there is only one 
additional point arising out of our examination of the accounts for this year 
to which we should like to draw attention. More than one departmental wit-
ness who appeared before· us expresaed the view that the Classification Control 
and Appeal Rules made it almost impossible in most cases to take adequate 
disciplinary action. While we realise the need for providing adequate security 
and fair and impartial hearing to all Government servants we would stress 
the need, at the same time, for securing that the rules of procedure and the 
provision for appeals do not operate in such a way as to render it impossible 
to bring home to the Government servant the due responsibility for his actions. 
We understand that the Home Ministry are considering the question of amend~ 
ing these rules and we trust that they will bear in mind the aspect stressed by 
us. In a large number of cases we were repeatedly told that no disciplinary 
action could be taken because the officer concerned had left the service or the 
country. We feel that the machinery for pursuing an irregularity as soon as 
it is noticed should be speeded up so that adequate action, both remedial and 
disciplinary, could be taken as early as possible. We suggest that this should 
be brought to the notioe of all the Ministries. 

We desire to record our appreciation of the assistance rendered to us by the 
Auditor General and his staff and by our Secretary. The rest of us would 
also like to express our appreciation of the assistance rendered to the Com-
mittee by our colleague Shri Das who presided over some of our meetings in the 
absence of our Chairman. 

M. V. RANGACHARI. Secretary 
The 20th December, 1949. 

*In Hindi. 

. JOHN MATTHAI 
B.DAS 
K. T. SHAH 
SHIBBAN LAL SAKSENA 
MAHA.Vm TYAGI* 
N. C. LASKAR 
UPENDRANATH BARMAN 
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ProeeectiDga of the flnt meetiDr of the Public Accoun&a Committee laeld 
GIl WedDeaday the 9th I'OftDlber. l.948, at 10-80 A. .. 

JUsENT 
,> 

The Hon'ble Dr. John Matthai Ohaimttm 

~ ~!:a Chandra Sharma} Members 
Shri Upendranath Barman 
Shri Raj Bahadur 
Shri H. M. Patel, Secretary, Ministry Jf Defence 1 
8hri J. D. Kapadia, Joint Secretary, Ministry of 

Defence. 
8hri K. Bhawanishankar Rao, Financial Adviser, 

Military Finance. 
Shri K. S. Sundararajan, Deputy Financial 

Adviser, Military Finance. 
Major-General H. Williams, Engineer-in-Chief, 

Army Headquarters. Witftuses 
Brig. E. A. Rodrigues, Director of Ordnance 

Services, M. G. O. Branch. 
Lt. Col. V. S: Sundaram, Quarter Master Gene-

ral's Branch. 
Lt. Col. H. C. Verma, 8. & T. Directorate, Q. M. 

G.'s Branch. 
Capt. S. G. Karinarkar, Royal Indian Navy 
Shri J oti Prashad Jain. 
Shri L. M. Ghatak, Military Accountant General 
Shri V. Narahari Rao, Auditor General of India. 
Shri K. G. Ambegaokar, Secretary, Economic 

Affairs Deptt., Ministry of Finance. 
Shri K. R. Rama Iyer, Director of Audit, Defence 

Services. 
Shri K. K. Sen, Addl. Deputy Auditor General. 

Defence Services. 
The Committee first dealt with the suggestions made by the Auditor-

General that some training should be imparted to Defence Services personnel 
in the fundamental principles of public expenditure, the care and custody of 
public property and the elementary principles of accounting. It was explained 
that under the peacetime procedure officers of the Ordnance, Engineering 
and Supply Services did receive training in accounting and financial matters 
but that in war time when there has necessarily to be' a vast expansion 
in the strength of Defence Services, it would be impoBBible to provide a training 
for all the officers. It was also stated that in respect. of Commissioned Officers 
of Defence Services an elementary knowledge of finance and accounts was 
liven as part of their cadet training. It was agreed in principle that a 
systematic training to these officers would be of great advantage in strengthening . 
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internal control and to that extent external audit would be made more 
effective. In war time the application of peacetime procedure was impossible 
but the Committee suggested that the Ministry of Defence should consider the 
Auditor General's suggestion further and see if more facilities could not be 
provided for the training of officers. The Committee then proceeded to examine 
the accounts. 

2. With reference to sub-para (3) of para 3 of the Appropriation Accounts 
it was explained that the heavy carry-over from the previous year could 
not be anticipated at the time the budget estimates for the following year were 
framed as the carry-over mostly related ~ the concluding months of the financial 
year. 

2.A.-Paras 12 aM 18 of the Appropriation Accounts aM par~ 7 and 24 of the 
AuditRepon-
The reasons for issuing th~ war time orders mentioned in para 12 of the 

Appropriation Accounts were briefly explained to the Committee. It was 
pointed out that the value of objections dropped was only a little over 
Rs. 51 crores against a total Defence expenditure of the order of Rs. 4,300 
crores. In reply to an enquiry-it was mentioned that Manuals laying down the 
accounting and other prooedure in war time were maintained but these were 
sometimes not observed in war time. These Manuals were mainly based on the 
experience of previous wars and changing conditions in each war made some of 
them obsolete. These Manuals were in constant course of revision. The 
Committee desired that an analysis of the broad categories and amounts of 
objections dropped and pursued and a report on the results should be prepared 
by the Ministry to enable the Audit Department to see that the objfctions 
dropped were only those which could not be profitably pursued. 

3. The Committee then briefly reviewed the financial irregularities 
m~tioned in para 30 of the Appropriation Accounts and paras 8, 9 and 53 
of the Audit Report. The Committee agreed that. no further action need 
be taken in the case of the first irregularity mentioned in para 30 of the Appro-
priation Accounts if on further consideration in consultation with Audit, 
it was found that the financial results of the action were satisfactory although 
there may have been some technical irregularity in procedure. In the case, 
mentioned in para 53 of the Audit Report it was pointed out that the delay 
of two years in releasing the rented property was due to protracted negotiations 
regardfug the disposal of the assets located in it with a Provincial Government 
and later with the Oil Companies both of whom were at one stage or a.nother 
considered likely to be interested in them. In regard to the case mentioned 
in para 8 of the Audit Report it was explained that the procedure had since been 
revised and that similar irregularities were unlikely to occur in future. 

4. The Committee then briefly reviewed the irregularities mentioned 
in Appendix A, Annexure to Appendix B and Appendix H, Part I, of the 
Appropriation Accounts. They were assured that adequate action had 
been taken to minimise suoh losses by tightening up the procedure and by taking 
disciplinary action wherever necessary. In the course of the discussion it was 
sugested that in peacetime it may be an advantage if C&B68 of theft and fraud· 
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could be shown sp.parately from t.hose: involving only negligence. It was 
explained tha~ it may not always be possible to sepa.rate these cases and it was 
agreed that on balance the advantage lay in continuing the present system of 
('wbiting them in the Appr3priation Accounts. 

5 With reference to para 6 of the Audit Report, the Committee 
wished to know the latest position regarding the progre88 of recoveries of the 
outdtanding amounts due from the contractors and States. It was explained 
that BO far as the States are concerned, the dues were recoverable from the 
State Governments and the amounts due had been or would be recovered from 
those Governments. Out of the sum. of:as. 3 ·12 lakhs stated as due from two 
States a sum of Rs. 2·97 lakhs had been' recovered leaving a balance of Ra. 
15,000 only. As regards outstandings from contractors, which represented 
IDai~y the cost of building stores supplied from Defence Stocks, the amounts 
were in process of recovery. . 

6. The cases mentioned in paras 9 and 52 of the Audit Report were then 
considered. The Committee wished to know what steps had been taken to 
a"ttid such losses in future. It was stated that instructions had been issued 
that no work was to be undertaken in future in Ordnance factories for outside 
parties until the rates had been accepted and a deposit against the order had 
been made in advance. 

7. 'Vith reference to the cases mentioned in paras 20 and 21 of the Audit 
Report it was stated that the former was still under Police investigation and in 
the case of the latter no disciplinary action could be taken against the officer 
who had since left the country. Instructions to prevent the recurrence of 
similar cases had been issued. 

8. In regard to the case mentioned in para 26 of the Audit Report, it wa.iI 
explained tha ~ une of the accused was still absoonding and the other had been 
proceeded against. The matter was sub-judice. 

9. The Committee then tu.rned to the case mentioned in paras 27 and 28 
of the Audit Report. It was explained that upto the 1st April, 1946 the R. A. F. 
were responsible for the accounting and the responsibility devolved on the 
Indian Defence Services only from that date. A new accounting system had 
been introduced with effect from the 1st November, 1948 and there had been 
considerable improvement in store accounting although some of the defects still 
continued. This was mainly due to the inexperience of the staff and the larger 
volume of stores involved. The Committee stressed the need for making 
adequate arrangements for the security and safe custody of stores and desired 
that a report should be. submitted to them in due course regarding the progres! 
made in bringing the accounts upto date. 

10. In regard to the case mentioned in para 28 it was explained that the oil 
i8~ued from Government stocks had since been replaced or paid for. 

11. The Committee then considered the case mentioned in para 30 
of the Audit Report. It was explained that the grain shops in qu('stion had 
ainc ~ been closed and adequate steps had been taken against the staff responsi-
ble for tht irregularities. Remedial measures had also been taken for prevent .. 
i~ simila:r occunences. 
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12. The attention of the Committee was then drawn to the defects in the 
maintenance of pay accounts, a matter which had heen repeatedly brought to 
notice in previous Audit Reports. The Committee decided that the Ministry 
of Finance (Defence) should review the position in dctail and· submit a report 
indicating the ~tion taken or proposed to be taken to prevent their recurrence. 

13. The Committee then considered the accounting arrangements in the 
R. I. N. Dockyard. It was stated that the peacetime costihg system had 
proved unsuitable during the war. The whole matter had been reconsidered 
in the light of the experience gained and a revised system had been devised 
which would be introduced shortly. 

14. The Committee then considered the case mentioned in para 56 of tb.e 
Audit Report. It was stated. that no disciplinary action could be taken 
against the officers concerned as none of them was in service. The question 
of what matters should go to arbitration had been gone into and the form of the 
contract had since been amended limiting the right to invoke arbitration only to 
matters arising out of the terms of the contract. A time limit had also been 
prescribed for invoking the arbitration clauses. In reply to an enquiry if any 
of the awards by the arbitrators had been taken to the courts it was stated that 
the matter had been exa.mined in consultation with the Ministry of Law and 
action taken on their advice. Out of five cases taken to court three had been 
aettled and two were still pending. 

15. The Committee then considered the point raised in para 61 of the Audit 
Report.. It was explained that until April 1946, the R. A. F. was responsible 
for the accounting of the stores and the R. I. A. F. became responsible only 
after that date. The fixation of rates for R. A. F stores WH.S a very complicated 
matter covering approximately 550 sub-sections and 250,000 items. Machinery 
had been set up for this purpose and the work was in hand. In the meantime 
in respect of items for which it was necessary to fix rates in advance, this had 
been done. The matter was under constant review and steps had been taken 
to fix the rates as early as possible. 

16. The attention of the Committee was drawn to the case . mentioned 
in para· 4 of the Audit Report on the Commercial Ac~ounts. of the Defence 
Services. It was stated that the amount of the loss mentIOned 10 the paragraph 
was actually the accumulated loss of two or three years and had been somewha t 
inflated by the heavy overheads of the factory which was new. The Committ€e 
drew attention to the need for improving the quality of inspection to avoid 
recurrence of such cases in future. 

17. The Committee decided to take up the further examination of tl e 
Defence Services Accounts, so far as they concerned the Ministry of Industl y 
and Supply, in the afternoon. 
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ProceediDp of the second meeting of th9 Public Accounts Committee held 
on Wednesday the 9th Novembert 1949, at 2-30 P." 

PRESENT 

Shri B. Das 
Shri Upendranath Barman I 
Professor Shibban Lal Baksena l 

. Shri Raj Bah~dur r 
8hri Krishna Chandra' Sharma J 
Shri A. K. Chanda, Financial Commissioner, 

ways. 
Rail-

Shri K. C. Bhakhle, Chief Commissioner, Rail-
ways. 

Shri N. C. Deb, Director of Finance (Budget), Rail-
ways. . 

Member. 

Shri Krishna Prasad, Director General, Posts and 
Telegraphs. 

Shri B. R. Batra, Chief Engineer, Posts & Tele- WitftesNB. 
graphs. 

Shri R. Narayanaswamy, Joint Secretary, (Communi-
cations) Ministry of Finance. 

Shri S. A. Venkataraman, Secretary, Ministry of 
Industry & Supply. 

Shri A. K. Roy, Joint Secretary (Industry & Com-
merce Division) Ministry of Finance. J 

Shri K. 8. Sundra Rajan, Deputy Financial Adviser 
(Budget), Military Finance. . 

Shri V. Narahari Roo, Auditor General of India. 
Shri K. G. Ambegaokar, Secretary, Economic Affairs 

Deptt. Ministry of Finance. 
8hri K. K. Sen, Deputy Auditor General. 
Shri P. M. Joseph, Director of Railway Audit. 
8hri P. C. Das Gupta, Accountant General, Posts & 

Telegraphs. 
8hri V. N. Avdai, Accountant General, Food, Rehabili-

tation and Supply. 
18. The Auditor General first drew the attention of the Committee to the 

position relating to the prepa.rtition Appropriation Accounts and the Audit 
Report. He recalled the decision, taken with the approval of the previous 
Committee, that so far as the year 1946-47 and the period 1st April 1947 to 
14th August 1947 were concerned the Appropriation Accounts in the usual form 
need not be prepared and that it would suffice if a memorandum showing the 
more important financial irregularities, which ordinarily appear in the Audit 
Report, is compiled for the consideration of the Committee. He explained 
that this decision was due to the difficulty in getting the necessary explanations 
for the Appropriation Accounts from officers who had retired from Service or 
had gone to Pakistan and also the difficulty in getting detailed accounts from 



\ 7 
• 

the aecounts officers now ill Pakistan. In reply to a question it was stated thai 
the Finance Accounts for the period would however be prepared in the usual 
form. The position, therefore, was that, so far as departments ather than 
Defence Services were concerned the Committee would merely deal with the more 
important financial irregularities brought to their notice by the Auditor General, 

Ministry oj Railway, 

19. The Committee first dealt with the case mentioned iJ1 para 4 of the 
Railway Audit Report. It was explained that the staff whose increments had 
been with-held for three months, was really not junior staff but staff getting 
pay in the region of Rs. 3QO or so. - Although the Railway rules provided for the 
taking of security deposits, in actual practice tills had proved difficult. 
Ordinarily. the Railways relied upon the hold they had on the Governmeni 
contribution to the Provident Fund as sufficjent security, particularly in the 
case of officers who in the middle reaches of their service are promoted to posts 
involving the custody of stores "etc. There had actually been two enquiries 
in the cases mentioned in the Audit Report, the first to esUl blish the facts of 
the case and the second to enquire into the allegations against the Railway 
lervants involved. It had not been possible to establish that these officer8 
had beert guilty of any non-observance of specific rules. The procedure had 
since been tightened up and a Manual of Instructions issued to the staff to 
prevent the recurrence of similar cases. The Committee felt that the discipli-
nary action taken was inadequate and sufficient care had not been taken ¥:t the 
handling of important stores like tin ingots. 

20. In regard to the case mentioned in para 5 of the Report it was stated 
that the officer conQerned had since been convicted on another charge. The 
Committee decided that this need not be further pursued. 

21. The Committee then considered the cases mentioned in paras 6 and 7 
of the Audit Report. In regard to the' first case there had· been some mis-
understanding about the orders in force and this had subsequently been cleared 
up. In the second case the administration had decided that as the change 
involved the revision of over 36,000 ration cards it should be postponed pending 
their renewal due within a short period. In both the cases the point was raised 
whether the advice given by Audit should not have been provisionally 
accepted pending reference to higher authorities. The Committee endorsed 
the suggestion of the Auditor General that a directive should be issued that 
unless there are strong reasons in the view of the Financial Advisor and Chief 
Accounts Officer and the Railway Administration the audit view should normal-
ly be accepted by the administration and acted upon provisionally) pending a 
decision by the higher authorities. . 

22. The Committee then considered the cases mentioned in para 9 of the 
Audit Report. They expressed some concern a~ the number of cases of 108861 
of money on this Railway and the view was expressed that unless serious deter-
rent action was taken in cases of this kind it was likely to result in continuing 
laxity and loss of public funds. It was explained that there had been some 
lacuna in the procedure which had since been filled and necessary insiructioDi 
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had been issued. The Auditor Genernl expressed the vLew, which the Commit-
tee endorsed, that the procedure in rega.rd to the handling of money should 
be clearly laid down in a manner in w:hich it would alw.1Ys be possible to fix 
responsibility for any 103ses which might occur. 

-. 23. In regard to the case mentioned in para II of the Audit Report it was 
agreed that it had been a bad ca.se but the officer concerned had retired and no 
action could be taken. The Committee noted th.at the displeasure of the Board 
had already been £ommunicated to the officer conc3rnf:d and decided that the 
matter may be treated as closed. 

24. The question of the efficiency of internal check in the Railway Account 
Offices was then considered. The Financial Commissioner explained that the 
deterioration in the standard of work in the accounts offices was only one phase 
of the general det~rioration in most branches of the administration folloWing 
the dilution of the staff and the enormous increase of work in war years. Steps 
were being taken to effect an improvement in the position but this would neces-
s<1rily take som3 time. Tne position had also been complicated by the recent 
accession \)f a number of Company Railways with a slightly different pattern 
of accounting which had to be brought under a uniform pattern. In regard to 
the change made in 1940 of placing the }"iTl&ncial Adviser and Chief A<;counts . 
Officer under the administrative control of the General Manager it was 
explained that the whole position wa.s under review in the light of subsequent 
experience. Stress was in this connection laid on the need for securing a suffi-
ciently independent financial advice, but the Committee made no recom-
mendation at this Stag.3 a3 the ma.tter was under the consideration of the Rail- . 
wav Board. 

Posts and Telegraphs Department. 

25. The Committee first dealt with the case mentioned in para 6 of the 
Audit Report. It was explained that the system of employing daily paid care-
takers had been discontinued from the 1st January, 1947 and the question of 
J,.aving a suitable watch and ward service was .under consideration. The 
Committee commented on the delay in reporting the case to the police; it was 
essential that as soon as any loss or theft came to notice it should be promptly 
reported to Police for investigation. 

26. The attention of the Committee was drawn to the types ofirregularit~es 
mentioned in para 8 of the Audit Report which continued from year to ye.:u. 
These indicated that the initial accounts were not being maintained proper1y. 
It was stated that the administration was fully alive to the unsatisfactory posi-
tion and that an officer had recently been deputed to visit various units and exa-
mine on the spot the reason for the occurrence of these irreguIaritie3 and the 
failure of the normal inspecting staff of the Department to prevent them. The 
position had been made difficult in recent years by the paucity of trained accoun t 
ants and action was being taken to train the requisite staff. The Auditor· 
General drew attention to the absence of the authorised codesin many Ollicea 
which made it difficult for the staff to conform to the rules. He also referred to 
tho absence of standardised printed forms which led to a number of accounts 
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being rendered on forms prepared \nemanuscript. It was explained that the 
revision of the codes and forms was in hand and that the defects pointed out 
would be remedied shortly. 

27. The Committee then considered the irregularities mentioned in the 
Annexure to the Audit Report. In regard to Item 14 it was stated that the 
action of the Branch Post Master in entrusting 33 money-orders amounting to 
Rs. 2,100 to a village post-man was clearly against the prescribed rules and there 
was nothing to be said in extenuation. Action had since been taken against the 
offending officer. In regard to Item 15 it was stated that action had been taken. 
against the officer responsible for the delays. • 

28. The Committee also considered the case mentioned in para 7 of the 
Audit Report. They commented in this case also on the delay in reporting the 
loss to the Police. The view was expressed that the partial verification of stock 
was inadequate and it was explained that the procedure had since been altered 
and a cent percent verification of stocks was now provided for. 

29. A general point was then raised regarding the adequacy of disciplinary 
action taken in this and other. Departments. It was pointed out that the Classi-
fication, Control and Appeal Rules made it difficult in most cases to take disci-
plinary action as the procedure was cumbersome and dilatory. While it was 
obviously necessary to secure adequate security and fairplay for the staff, the 
Committee felt that there was room for considering whether the procedure could 
not be modified and simplified to secure that adequate disciplinary action could 
be taken against delinquents. 

Ministry of I nd~try and Supply 
30. The Committee then resumed the consideration of the Defence Appro-

priation Accounts and Audit Report .. 
31. In rQgard to para 14 of the Audit Report, it was stated that out of 19 

outstanding cases, 11 cases involving a sum of Rs. 10· 361akhs had been disposed 
of, 2 cases involving R~. 4· 221akhs were before Arbitrators and 6 cases involv-
ing Rs. 7·3 lakhs were under consideration. The Committee desired that a 
report should be submitted to them in due course regarding the disposal of the 
outstanding cases. 

32. The committee then considered the case mentioned in para 15 of the 
Audit Report. It was explained that conflicting financial advice had been 
given at one stage and the officer concerned had left service. Some doubt was 
felt as to the competence of the officer who effected the sale to do so and also 
whether adequate notice had been given of the auction which was originally held 
and which failed. The Committee desired that the case should be re-examined 
in consultation with the law advisers of Government to consider if any legal 
action could be taken at this stage against those at fault. 

33. In regard to the case mentioned in para 17 of the Audit Report it was 
stated that bulk sales had been effected in accordance with the orders then in 
force. It was difficult to establish the loss on the basis of prices realised in 
earlier disposals of small lots. The officers concerned had either retired or 
gone over to Pakistan and no action could now be taken. The Committee felt 
that the disposal of these vehicles by negotiations had not bpen satisfactory 
and enquired if this system still continued. It was stated that sales by private 
nOlotiations without the prior approval of Government were not now permitted. 
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33-A. In regard to the case mentiolled in para 18 of the Defence Audit 
Report it w~s stated that the officers were not in service and were not traceable 
and that therefore no disciplinary action could be taken. 

34. The Committee then considered the point raised in para 66 of the Audit 
Report. It was staped that the outstandings related to the period prior to 30th 
September 1946 when the procedure had been changed. Adjustments were 
now made on the basis of issue vouchers and not on the basis of Sale accounts. 
The difficulty in the settlement of this matter was due to the fact that a number 
of depots from which these sales had been made were not now in existence while 
some of them were located in Pakistan. The latest position was that against a 
total outstanding of Rs. 24 crores only Rs. 11 crores were now unadjusted. 
These outstandings related to 1,674 cases of sales to private parties and 1,476 
cases of issues to Government Departments. The Committee desired that the 
further progress should be reported to them when they meet to consider the 
accounts for 1947-48. 

35. The Committee then adjourned to meet at 10·30 A. M on the following 
day. . 

Proceedi~ of th~ third mewting of the Public Acc6unts Committee held 
on Thunday the 10th Novamber, 1949, at 10-30 A. .. 

PRESENT 
Shri B. Das 
Shri Krishna Chandra Sharma } 
Shri Upendranath Barman 
Prof. Shibban Lal sabena 
Shri Raj Bahadur 
Shri K.G. Ambegaokar, Secretary, Economic Affairs 1 

Deparment, Ministry of Finance. 
Shri M. V. Rangachari, Deputy Secretary, Ministry 

of Finance.. I . 
8hri Maharaja Nagendra Singh, Deputy Secretary, I 

Ministry of Information and Broadcasting. l 
Shri R. Narayanaswami, Joint Secretary (Communi-

cations) Ministry of Finance. 
Shri E.C. Gaynor, Deputy Secretary, Ministry of 

Home Affairs. 
8hri K.L. Panjabi, Secretary, Ministry of Agriculture 
8hri B. N. Chakravarty, Joint Secretary, Ministry of 

External AffairH. 
Shri P. N. Krishnaswamy, Deputy Secretary, MinistrYJ 

of External Affairs. 
Shri Y. N. 8ukhthankar, Secretary, Ministry of Trans-

port. 
Shri V. N arahari Rao, Auditor General of India. 
8hri K.K. Sen, Additional Deputy Auditor General. 
Shri B. N. Sengupta, Accountant General Central 

Revenues. 

Ohairman. 

Member8. 

Witnesses. 
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36. The Committee took up t~ ~DsideratillD of the importau~ irregulari-
ties relating to the various civil Department-s. 

Ministry of Fina~. 

37. The Committee reviewed the Commercial accounts of the India Securitv 
01 

Pre.,s. Attention was drawn to the heavy percentage of the loss said to be due 
to abnormal shrinkage, dryage of firewood and shortage of coal and coal dust 
and it was suggested that the margin of loss was unduly high. It was explained 
that it had been:ascertained frl~m the Forest Department that the margin of 1088 
awing to dryage was round abL'ut 40% over a period of about three month! 
while the percentage of the aversg~ loss over ~ longer period might be higher. 1* 
was euggested that the is'me price shculd be adjusted to cover such losses but 
,he point was only of academic interest at thi~ stage as the Grain shops had 
~ince been closed. 

38. Measures proposed to be taken by the Finance Ministry to secure a 
more adequate control of expenditure were then disc~~ed. It was stated that 
the Finance Ministrv in commltation with the Auditor General would in due 
oourse lay down the procedure for the C<.mtroJ of expenditure, particularly with 
reference to the provisiGns in the m~w Constitution, "hich would take full effect 
frt'm the budget fClr next year. In reply to an enquiry it was stated that the new 
financial provisions in the Constitution were expected to take effect from the 
1st April 1950 and the budget for that year would be framed on the new basis. 
Regarding new expenditure sanctioned during the year it was mentioned that 
instructions had already been issued that all proposals involving expenditure 
not provided in the budget should be brought before the S.F.C. (and the Legis-
lature where a supplementary demand was involved) at the earliest p:.Jssible 
date. A suggestion was made that all new expenditure not provided in the 
budget and sanctioned during the year should be reported to the Legislature for 
information but after sorne discussion the suggestion was dr()pped as likely 
to prove lmworkabJe. In this connection the Auditor General pointed out that 
the existing procedure under which expenditure for new services was brought 
before the Legislature by mean cf a t-oken demand and supplen.;.entary grants 
for meeting additional expenditure obtained, secured sufficient Parliamentary 
control of new expenditure. 

Ministry of Information and Broadcasting. 

39. 'Vith reference to the case mentioned in para 2 of the Audit Report the 
Committee were informed that the pra~~tice which ga \re rise to the loss had since 
been completely stopped. The material for foreign pll blicity was distributed 
through the various Embassies and missions abroad. The view was expres~ed 
tnat in some cases more material was being prepared than was necessary and the 
Committee endorsed the suggestion of the Auditor General that a pro forma 
account Gf the production and distrihutioI! of the various publications shou1d be 
maintained which could be atldited by the Audit Department. If tllis audit 
indicated any extravagance in the productidl of the~e dc.cunents, the matter 
would be brought to the notice of r~vernmeDt. 
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JI inistry of 11 07M 'A..(fairs. 

40. With reference t.o t.he case rr.entioned in para 3 of the Audit Report the 
Committ.ee enquired whether the Government of India were satisfied that the 
departmental action taken waiS adequa.te. It \\as explained that the official 
concerned had been removed from ~ffice in spite of his acquittal by the High 
Court but had been reinstated on appeal. Government l\ ere satisfied that the 
action taken was adequate. 

In this connection the point was again made that the Classification Control 
and Appeal Rul6s should be amended to secure that prompt disciplinary action 
was taken against Government seJ."Vants respon.c;ible for committing irregulari-
ties etc. 

Ministry of Agricult'ure. 
41. The Committee enquired whet.her the sum of Rs. 21akhs shown as out-

standing against (i-rtiVelnment of Sialli in the accounts of the Indian Veterinary 
Research Institute lzatnagar had sinc. been recovered. A report on this point 
was promised to the Committee. 

!JI inistry of External .Affair ... 
42. In regard to the case mentioned in para 4 of the Audit Report the 

Cvmmittee asked the reasons for failure to fix tIle responsibility for the irregu-
larity. It was explained that although no technical authority had been con-
sulted on the question of whether the losses disclosed were normall088es it was 
felt that part of this may have been due to leakage of drums. It was disclosed 
that although the irregualrity had been reported in May 1945 the matter had not 
been taken up with the higher autboriti8S by the officer cOllcemed till he left in 
April 1946. The Committee wished to record their dissatif!lfaction with thi) faiJure 
of the officer concerned to refer the point taken by Audit to higher authori-
ties for their orders. The question why an enquiry wa~ not instituted in the 
case was raised and it was stated that it had not been possible to have an enquiry 
a~ the officer concerned had gene on leave preparatury to retirement from the 
lot April 1946 and the Military OrganiRation which had supplied the petrol had 
a.lso been disbanded. 

43. The Coll11nittee then considered the cases mentioned in para 5 of the 
Audit Report. In the case of stocks of tinned food which had been condemn-
ed it was ::;tated that on receipt from the Military St()(!ks the stores were found 
unfit for consuntption and ha.d to be condemned. In reply to an enquiry it 
was statf'd that the requirement.s (of publicity material for use in overseas 
eountries were based on estimates received from Indian Embassies and Missions 
abroad. The expenditure had recently been cut down as a measure (l economy. 

44. The audit of fcreign expenditur~ was then raised. The.A l1ditor 
General metioned that he expected to go ahroad early next year to look in to 
the matter on the 8pOt and lay do" n a 8uitable procedure. The External 
Afl'airM :Ministry intended to have their own Training Tnspectt)rate to inspect the 
Emba';bi)s and Mi,y:ions but the matter w,u not being purdued for the pre,ent 
ln view of the finan(;ial stringency. 
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M misery oj Transport. 
45. The Committee briefly reviewed the State Trading Schemes under the 

control of the Ministry of Transport. In regard to the scheme for the purchase 
and Con.'Jtruction of J.JighterA, it was stated that for the two barges transferred 
to the Commander of HMS Braganza the cost was being debited to the Defence 
Estimates. The net profit on the scheme for Civil Transport WaE expected to be 
of the order of Rs. 3·7 crores. Certain adjustments were still pending and. the 
question of finally adjusting the profit will be conaid~red i~·Consultation with the 
Finance Ministry after these are completed. The Committee desired that these 
and other similar schemes which were no longer in force should be closed down 
as early as possible and the outstandings adjusted. 

Proceedings of the fourth meeting (;1 the Public AcCounts Committee 'held 
OIl ThUl'ldal the 10th November!, 1949, at 2-30 P. II. 

PBEBEN'l' 
8hri B. Das Ohairman. 
Bhri Krishna Chandra Sharma 
Bhri Upendtanath Barman 
Shri Raj Bahadur Member8 
Prof. Shibban Lal Saksena 
Shri Maha vir Ty~gi 
Bhri R. L. Gupta, Secretary, Ministry of Food. 
Bhri G. Swaminathan, J.F.A. (Food). 
Bhrt B. K. Gokhale, Secretary, Ministry of Works Mines and 

Power. 
Bhri AI. P. Pai, Joint Secretary, Ministry of Works Mines 

and Power. 
8hri B.B. Paymaster, Jt. Secretary, Ministry of Works 

Mines & Power. 
Sbri H.C. Gupta, Deputy Secretary, Mini&try of Works 

Mines & Power. 
Shri B. S. Purl, Chief Engineer, P.W.D. 
8hri E. V. Gregory, ContrL,ller of Printing & Stationary. W~nes3es. 
Shri S. A. Venkataraman, &cretary, (Industry and 

Supply) Ministl'y. 
A. K. Roy, J t. Secretary (I & C), Ministry of 

Finance. 
8hri K. N. Subramanian, Jt. Secretary, Labour Ministry 
Slni B. N. Das, Director-General Resettlement and 

Employment. 
Shri P. M. Menon, J t. Secretary, Ministry of Health. 
Dr. A. C. Sen, Assistant Director-General, Health 

Services. 
8hri V. Narahari Roo, Auditor-General of India. 
Shri K. K. Sen, Addl. Deputy Auditor-General. 
8hri B. N. Sengupta, A. G. Central Revenues. 
Shri V. N. Adavi, A. G., F.R. & S. 
Shri K. G. Ambegaokar, Secretary, Economic Aft'ain 

Dept., Ministry of Finance. 
M726MofFiD. 

• 
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46. The Committee resumed the examination of the remaining Ministries. 

"M_iBtry of FOOd. 

;47. F£he-case'mentionedmpare6 of the Audit Report was first taken up. 
;.The ·Uollllni1~~p"er6.iIiformed that iheagency system was ~ot now. in force and 
; ~eartike those mentioned in this paragraph were unlikely to occur in 
•• ,ftmue. ;Aa re~d.s the &llowance for :deterioration in- the· stock· of ghee,it was 
'-aatadthat,~ only 9 points of acidity wereal1o~d by the Army and this 
~JaadeeeJrmJax~ to: 12 points du.rin8 'he ·war years. Itwasdiffi.cult to~y at this 
"1Itag8~whether .shere" had ·been .aIlY oollUBion between the ~partmental officers 
and the procuring agency in the matter .:The officers ooneemed were:no .lo~er 
in service and.no disqiplinary action had been taken against them. The matter 

. '\VaS however" bemg--reopened and a report on the action taken will be submit-
ted to the Committee in due' COU1'86 .... 8o:"f&r' as the Agent W&sooneemed, 
Government had been advised that no civil action against him was possible and 

'''ft(J action was accordingly taken; proceedings had, howeverj been taken against 
the Agent on another count . 

. !.48 •. Regarding the case mentioned in para 7 of the Report it was pointed 
out that tilihough the amount of loss involved was by itself substantial the pro-
portion it bore to the total quantity of ghee haridled was very sm.a;U and we II 
below the normal 1088 allowed in the trade. 

49. The ques~ion of the loss inOlU'red in foodgrains'imported during the war 
was then:considered .. 'Thearrangem.enta.iri ·force for the purchase of foodgrains 
overseas; their sbJpment and handling on landing in this country :were explained 
in detail to the 'Comritittee. "''Some -of the oountriesfrom whom pumhases were 
made have selling o~tions and Government Inspeoiorates.and all buyers 
have to conform to the procedure-setup by ihese agencies in those countries. 
In some· countries these agencies work very effi.oientlywhil61n one or two 
countries the system is not so-eBicient.The purchasing.arrangements by this 
country abroad were similar to those adopted by the United Kingdom. It had 
not been possible to a~ge for a complet~ weighment of foodgrain& at the port 

. of Jari<liIlg. R-ecently a -system -of complete weighment had been introduced in 
Bombay.and there-was 8'paTtial symem.of.weipment in Calnu1ita,and Madras. 
A committee had recently gone into the question. of the handfulg of these imports 
at the Ports to devise meastae8 to avoid waste and tlreir report ,whiCh was under 
print, will shortly be made available. On the whole there cW8s no reason to 
suppose that th~pereentagfH)flo88 was undtllyhigh taking into account the very 
substanmal quantity· 'of fOOdgrains handled and the .position had improved in 
recent months. 

..~ OI"Work8,IMw8;Q/nd:P~. 

50. The Committeemat·de&ltwith the irregularity mentioned ill paragraph 
10 of the Audit Report. ... It W&8 aoncededthat 'therehad been considerable delay 
in dealing with this m&ter.butit ,was explained that this had been due to the 
mixing up of the problem of the temporary staff required with the related pro-
blem of determjniy 'htl permMlent staff for the Central PublioW ow' Depart-



ment, particularly in the fluid conditions which developed from 1946. The 
position had since been rectified. and the necessary sanct.ion issued. The Commit ... 
tee were not-satisfied that the delay in dealing with this matter was juBtified and 
wished to record their grave dissatisfaction at this. They wished to draw the 
attention of Government to the danger 6fallowing Buch irregular payments to 
continue overlong periods as it ·was bound to lead to a 1088 of public funds. 

51. The Auditor General drew the attention of the Committee to the. case 
mentioned in para 11 which was being repo~ in accordance"h the decision 
of his predecessor who had been consulted on it. The Committee· felt that there 
was no justification for a part of the I(lR~ bemg borne by India but themattcr!had 
been decided between the two Governments arid was now acloaed matter. 

Ministry of Industry & Supply. 

52. The Committee first dealt with the carre mentioned in para 13 of the 
Audit Report. It was explained that the purchase referred to in this paragraph 

· was the first to be made after the decontrol of Jute. The jute was very1'1l'gently 
required to meet the Governments commitments to the Argentine Government 
and in the highly speoulative conditions in the jute market it was not possible to 
make the purchases by open tender. The prices actually paid by,the . Jute 
Adviser compared favourably with the marketpriees on the.datee of.the Pllleh'''es 
arid it was unlikely that Government could have got a better price byresoning 

· to purchases 'through other channels. In all subsequent purchases both Finanoo 
and Administrative officers were being associated. After 8Ome·discu.asion the 
Committee agreed that no further action was necessary but stressed the need for 
associating som9 high powered Government officer when such large deals were 

· put through. In reply to a question whether for purposes of meet~g the 
commitments to the Argentine Government.. and similar commitments Govern-
ment could not have taken over a number of jute niills, it 'was pointed-out this 
was impracticable and apart from this problems of management··would have 
·opened Government to heavy risks incidental to business. 

53. The attention of the Committee was then drawn to the cases mentioned 
in paras 15 and 16 of the Audit Report. In regard to the case mentioned.in the 
former paragraph it was stated that Government were satisfied that the reversion 
of the officer ooncerned was sufficient disciplinary action asno TD8.1afideshad 
been established. In the case mentioned in paragraph 16 further aotion was 
being tak,n. The Committee desjred that a report on this case should be BUb. 
mitted to them in due course. It 'was incidentally mentioned that the system 
6f.saJ;es by negotiation had now been stopped. 

54. In regard to the case mentioned in paragraph 18 the point ·was raiaed 
if no action could have been taken against the officers concerned. Itwu stated 
that these officers had left the service and their whereabouts were not traoeabie. 

55. _The Committee then discusaed in detail the arr~ments for .theWs-
posal of surplus aircraft stores mentioned in paragraph 19 of the .Audit ~pot:t. 
Against a turnover of Re. 7 crores odd the commission paid was only 25 lakhs 
over a·period of:3 years .. I The rate of commission had been tedueedduring the 
recent ezteDBionof\he contract .. The firmin question.was 1lI1der the ~of . . . 
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. Government in a variety of ways. Their budget had to be passed by Govem-
ment and all appointments carrying salaries in excess ofRs. 1,500 had to receive 
the approval of Government. Their,general disposal poHcy was also subject to 
the Government's approval and a consultative Committee had been appointed 
to assist the finn in the disposal. Their Auditors were also appointed subject 
to Government approval and Government reserved the right to have a Govern-
ment test audit. It was conceded that it was de~i=, bJe to have a Government 
officer directly working with the firm although som doubt was expressed if thi.'i 
would have been accepted by the firm when the contract was negotiated. The 
contraot was due for renewal in March 1950 and the point raised by the Commit-
tee would then be borne in mind. 

Ministry of Labour. 

56. The losses sustained in the schemes for training and rehabilitation of ex-
servicemen and mentioned in para 21 of the Audit Report were considered~ It 
was explained that the total amount waived was on1y Ra. 10· 51akhs from 1941-
42. Out of approximately 1,04,000 trainees only about 12,000 had left before 
they had completed their training. From about 60 percent to 70 percent of 
these 8UID8 due had been recovered. From the rest attempts were made at least 
thrice to recover the amounts through the District Authorities before they were 
written off. The question of taking legal. action was considered and was given 
up as it was likely to be very costly. 

Ministry of Health. 

57. The loss of Rs. 2·09 lakhs in Stores held in the Madras Medical Stores 
Depot was brought to the notice of the Committee. It was stat9d that the figure 
was made up of a large number of small losses due to a variety of causes such 
as losses in transit, losses in retailing and losses due to evaporation. Some of 
the Stores have also to be written oft' due to their being unfit for use. In each 
case of 1088 an enquiry was made and Government or the other authorities 
competent to write oft'the loss satiftfbd themselves that there had been no irregu-
larity. The Committee suggested that each depot should keep a list of the 
losses written off for scrutiny by the administrative authorities during their 
inspection of the depots. These accounts will also be available to audit at the 
time of the local audit of the depots. i ,,-

58. The Committee then considered paragraph 57 of the Commercial Appen-
. dix. They wished to know the reasons for the reduction in the price of mepacrine 
from RH. 25/- per thousand tablets to Rs. 13-8-0 and were informed that this was 
due to the £a.ll in market prices immediately after the termination of the war 
when the supply became easier. The refund of Ra. 26 ]akhs made to Provincial 
Government was in response to representation from them that they had bought 
the stocks earlier at higher prioos. 

The Committee were not satisfied that this refund was reasonable as in the 
~vene ease of an increase in prices the ProvincialjGo~ermnents would not 1ut.ve 
paid the difference to the Centre They suggested that when the state undertook 
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a trading activity it should conform to busineSH principles and not reopen old 
0886S and give retrospective effect to price reduction. 

59. Th.e large increa~e in" incidental and miscellaneous expenditure in the 
Bombay Medical Stores Depot mentioned in the Audit Comment on the Com-
mercial Accounts of the Medical Stores Depot was broUllht to the notice of the 
Committee. It was explained that this was a mistake in the accounting office. 
The Auditor General undertook to look into the matter aad report the result ~ 
the Committee in due course. 

~ 

60. The Committee then concluded their examination of the various Minis-
tries. They had no comments on the accounts concerning the Ministries of 
1M~~ft,t.ion, Finance (Revenue DiviRion), CommunicationR, StatP..R, C~mmerce. 
Law, Defence (Civil Grants) and the Constituent Assembll' of India (Legislative). 

f 

- .. 
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