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• 
PREFACE 

An epitome of the Reports from the Central Committee of Pub-
He Accounts from 1923-27 was published in 1929. This epitome was 
brought up-to-date in 1954 to include the more important recom-
mendations of the PubHc Accounts Committee made in its reports 
up to 1950 based on the scrutiny of the Appropriation Accounts for 
the years ending with the period April 1 to August 14. 1947. It cover-
ed the entire accounts of the undivided India. 

The present volume deals with the period subsequent to transfer 
of power and incorporates the major recommendations of the Public 
Accounts Committee in its reports up to and including the twenty-
fifth of the seri('s covering the accounting period up to March 31, 
1954. The principles of selection and arrangement adopted for the 
first volume have been retained in the present compilation. For faci-
lity of reference, a combined index, embracing the contents of both 
this and the earlier volume, has been included. 

• 

New Del.hi, 
THE 21ST MAy, 1959. 

A. K. CHANDA, 
Comptroller and Auditor General 

oj India. 



REPORT OF THE CENTRAL PUBLIC ACCOUNTS 
COMMITTEE 1950-51 ON THE ACCOUNTS OF (947-48 

(POST-PARTITION) 
Budgeting and ccmtrol of upenditure 

R4. We did not notice any appreciable improvement in the stan-
dards of budgeting and control over expenditure during the period 
under review. While we recognise that many cataclysmic changes 
followed in the wake of the partition of the country and uncertain 
conditions prevailed during the post-partition period, we cannot 
regard the overall budgetary control as satisfactory ........ • While we 
appreciate that considerable dislocation was caused as a result of Ka-
shinir operations, we regret to express our dissatisfaction over the 
lack of foresight and proper control and laxity of perception on the 
paJrt of the Defence Ministry in not having surrendered such a huge 
amount which naturally has had serious repercussion on the overall 
ways and means position of the Government of India. Our predeces-
sors have on many occasions in the past emphasized the need for 
correct budgeting. We would urge that the question of control over 
expenditure should be regarded as something 'very sacred' and the 
spending departments should exercise due vigilance in order to ensure 
that no expenditure in excess of the sum voted is incurred nor luge 
savings are kept in hand and not surrendered in time. 

During the examination of the Ministry of Finance, we pursued 
the question of the control of expenditul'e by that Ministry. It must 
be remembered that under the provisions of the Constitution of India 
no expenditure can be incurred unless it is voted by Parliament and, 
therefore, we asked what measures hf'r.i been taken to devise suitable 
machinery to enforce this stipulation. We were told that this matter 
which involved a thorough overhauling of the existing machinery 
for the control of expenditure was being studied in all its implica-
tions both in the Ministry of Finance and by the Comptroller and 
Auditor-General. We emphasize that the need for the tightening up 
of the budgetary and appropriation control by the various Ministries 
is par~1mount. In cases where one grant was operated upon by more 
than one Ministry, the Ministry in control of the grant should ex-
ercise strict vigilance to check the tendency of, over or under-budget-
ing on the part of the other Ministries. An overall obligation is cast 
on the Ministry of Finance to see that the spending Ministries exer-
cise proper checks and show complete responsibility in the matter of 
budgeting and keeping control over expenditure and in cases of laxity 
it should be the duty of the Ministry of Finance to pull up the erring 
parties in a suitable manner. We should be glad if necessary ruJes 
and regulations are made for the purpose and their compliance 
secured (see abo P.A.C. First Report 1951-52, R-14, 15 (iii) and 17). 
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ANNEXURE VI TO APPENDIX D OF THE PUBLIC ACCOUNTS 
OOMMJ'l'TEEfS Fuwl'EENTII REPORT VOLUME D 1954-55 

. i· f , • , 

VOpy of 'Shrl K. R. K. MeaOll's D.O. J..etter No. F. 2(11)00./51, 
dated tile 7th Deeembel' 1951, from the GovenuD.eat of 1mUa, MIDIItJ'y 
of FlDaDee, New Delhl 

In July last the Public Accounts Committee drew the attention 
ot this Ministry to the criticism made by the Comptroller and 
Auditor-General that Ministries do not take adequate steps to en-
sure that the expenditure figures as recorded in the Departmental 
registers etc., are reconciled with those compiled by the Accounts 
Offices. It is obvious that without such reconciliation it is not possi-
ble for the Ministries or for the Heads of Departments subordinate 
to them to control expenditure against grants voted by Parliament 
as ultimately it is the figures compiled by the Accounts Offices (and 
not the Departmental ffgures) that are incorpol·ated in the Appro-
priation Accounts. The procedure for the control of expenditure 
and reconciliation between the Departmental and Accounts figures 
is laid down in General Financial Rules Vol. I, Rules 88-92 and 
Annexure B to Chapter 5. Instructions have also been issued from 
time to time in the past emphasising the need and importance of 
such a reconciliation.···· 

2. Apart from the periodical reconciliation of the departmental 
with the Accounts figures it is also necessary for each Ministry to 
have currently reported to it the departmental figures of expenditure 
to enable it to watch the flow of expenditure against the sanctioned 
grant for which it is accountable to Parliament. Under the existing 
orders, the Heads of Departments outside the headquarters of the 
Government of India have to prepare returns of the monthly.. progres<; 
of expenditure in Form G.F.R. 7 as indicated in para 89(4) (vl) of 
the Central Government Compilation of the General Fin,ncial Rules. 
A similar return in Form G.F.R. 11 has to be prepared by the edn-
trolling officers in the Ministries of the Central Government and 
their attached and subordinate offices at the headquarters of the 
Government of India, vide Annexure B referred to in para 90 of 
the General Financial Rules. In both cases thQUgh expenditure 
figures are available either with the Heads of Departments or the 
controlling officer no procedure has been prescribed for making these 
figures available to the Ministries to facilitate the latter's control 
over the expenditure against the grant as a whole. In the absenc~ 
of this information most Ministries are not in a position to kno';l 
at 'any given time the progress of expenditure in respect of the vari-
ous grants controlled by them. It is accordingly necessary that the 
returns in Form G,F.R. 7 or 11 as the case may be, referred to above, 
should be forwarded in future to the administrative Ministry by the 
Headquarters of the Departments in offices outside the headquarters 
of :the Government of India, and by the concerned officers in the 
attached and subordinate offices of the Ministry at the headquarters. 
These should be obtained by the 15ih of the month following the 
month to which the retu.rns relate. The information so obtained 
shpuld be suitably posted by each Ministry in the Register or R~ 
gisters kept for the purpose with a view to enable the sanctioned 
grant and the progressive total of expenditure incurred from mODtl\ 
to month being ascertained at a glance. Heads of Departments ~d 
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COJlt'rolling officers should be instructed that if the departmental 
tiglites submitted to .the Ministry require correcti~n in a 8ubseq,:,ent 
month, such correctJon should be made by makmg plus or m&.ntts 
entries in the progressive totals. It should, however, be understood 
that if in any case the accounts office figures which subsequently 
become available, are higher than the departmental figures, the for-
mer should be a~umed to be the correct figures as appropriation ac-
counts are prepared on the basis of the figures booked in the accounts . 
.. ••• .. ·If there are any practical difficulties in giving effect to 
these suggestions or figures do not become available for any sector 
of expenditure, the matter should be reported to the Ministry of 
Finance. 

3. I need hardly emphasize that the responsibility for the contcol 
of expenditure against the sanctioned grant is entire~ that of the 
administrative Ministry concerned, and all that the Finance Minis-
try can do is to arrange for assistance being made available to the 
Secretary of the administrative Ministry to apprise him of any 
defect in the system and machinery of control that comes to Ol,lr 
notice. H. M. Finance has had under consideration the question of 
the nature and extent of the asSistance that the Finance Ministry 
might render in this connection and I am directed to make the 
following suggestion which it is hoped will be acceptable to your 
Ministry. 

4. The Joint Secretary of the Finance Ministry accredited to each 
Ministry will hold periodical (say, quarterly) meetings at which his 
own Deputy and Under Secretaries and also the concerned officers-
of the administrative Ministry will be present. At these meetin~s. 
officers of the administrative Ministry will explain if the expend1-
ture returns are coming in regularly and are consolidated regularl~ 
by the Ministry, and they will also indicate the grant in respect of 
which they expect an excess or saving on the trend of actuals or 
other infonnation available with them. The Joint Secretary, Fin-
anCe will offer his advice on any points that might arise from the' 
statements made by the administrative Ministry's representatives. 
He will also go through the Registers and if he feels that the action 
proposed is not adequate or any further action i.s necessary, he will 
indicate this at the meeting and if his advice is not taken he wiH 
informally bring the matter to the notice of the Secretary of the 
administrative Ministry concerned so that the final decision on the 
points of difference is taken at the highest level. 

5. It is hoped that you will now take such action as is consider-
ed nece~sary to improve the machinery for the control of expendi. 
ture in your Ministry in the light of what I have said above and 
also impress on the officers of }"our Ministry and the departmental 
heads under your control the Public Account.; Committee's insist-
ence on the need for exercising the greatest possible vigilance jn, 
this matter. 

NOTI!:.·-Sefo P. A. C. '921-22, R-2(); 1923-21 R-21 lind 1 94!i-46 , R-6--7 and 
P~I (Epitome Volumr I). 

Debits for supplies and Services 
RS. During our examination of the Appropriation Accounts we 

came across a 1/ery large number of cases in \lhich huge amounts of 
final Savings were attributed to the non.receipt of debits fOr supplies 
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made by other Depa~ments. The Public Accounts Committee of the-
year 1944-45 also commented on the apparent lock of co-ordination 
between the .receiving departments and the departments rendering 
the services or supplies which resulted in large lapses of funds due 
to non-receipt of debits for supplies and suggested that if a close 
liaison between the two departments was maintained such lapses 
could be eliminated. We suggest that the Ministry of Finance should. 
once again draw the attention of all the Ministrip.s to. this vital aspect 
of the matter, and atrocedure should be devised in consultation with 
the Comptroller an Auditor-General whereby the indenting De-
l>artment should ascertain telegraphically the precise poSition in 
regard to supplies within the year and estimatf' as accuratelY;is 
possible the total expenditure against its appropriations. 

Surrender of funds 
R15. (i) During our examination of the Appropriation Accounts 

and the :Railway Audit Report, We noticed that there had been a 
lapse of Rs. 9' 62 crores and 12 '84 crores under Revenue and Capital 
respectively, during the period under review. The previous Com-
mittees too dre~ attention to a number of instances of inadequate 
or injudicious sUITenders by the Railway Administrations. We would 
emphasize that some rational methods should be evolved whereby 
closer co-ordination is maintained between the two importaQt as-
pects of public expenditure viz., budgeting and control of expenditure 
and timely steps should be taken to surrender savin~s in the final 
modification or re-appropriation statements to avoid lapses. One of 
the major factors responsible for the lapse of funds was attributed 
to the delay in the non-receipt or non-adjustment of debits for sup-
plies actually made or services rendered. Thi~ vital question had 
also engaged the attention of the previous· Committees and in spite 
of the suggestions made by them from time to time that where sup~ 
plying departments failed to raise debits in time, the receiving de-
partments should adopt the procedure of affurding' anticipatory 
credits to the supplying departments with a view to obviate lapse 
of the grants. the state of affairs had not shown any improvement. 
'10 remedy the situation, we endorse the suggestion of the Comp· 
ti'oller and Auditor-General that there should be closer co-operation 
between the supplying agencies and the receiving departments and 
the latter should be informed by the end of March as to what sup-
plies for which orders had been placed were likely to be made avail-
able so as to enable a review of the budget position. We hope that 
our suggestion will be acted upon by the Mini!ltry of Railways as 
we)] as other Ministries and Departments and cases of lapse of grants 
on account of non~adjustment of debits in time do not occur in fUtUfl'. 

(Su nlJo P .. U:. ,'iet'tlfttttnih R'fm'. 1955--56 R-7). 

APPENDIX xxm TO TOE PUBLIC ACCOUNTS COMMJ'fTEE'S 
FIRST REPORT 1951-52 

Copy of the MIDistry of FinaDee O.M. No. F. 10(1)-B/51,dated the 
14th June, 1951 to all Ministries etc. 

SUBJEcT.-Debits few Supplies a!,d Seroices 
.. In para. 5 of their Report on the Accounts of 1947-48 (post-parti~ 

tion) the Public Accounts Committee commented on the very large 
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number of cases in which huge amounts of final savings were attri-
buted to the non-receipt of debits for supplies made by other de-
partments. In this connection, a reference is invited to the late 
Finance Department Office Memorandum No. F. 1 (155)-B/46, dated 
the 18th December, 1946, drawing the attention of all Departments 
of the Government of India and of Controllin~ Authorities to the 
observations on this point contained in para. 7 of the Report of the 
Public Accounts Committee on the Accounts for 1944-45. 

2. It is important that a close liaison is maintained between the 
supplying and receiving Departments to ensure correct estimating 
of funds required. It is equally necessary that the Controlling Offi-
cers keep a watch over the receipt of debits for supplies receiveu 
and remind the supplying Departments if there is any delay. 

3. Ministries are accordingly requested again to follow the obser-
vations of the Committee carefully and to arrange that both at the 
Headquarters and at the Subordinate Offices the progress of supplies 
as also of the debits for those supplies is watched continuously. 

NO"fI,.--St"(· 1'. A. C. J94~-I-~4, R·!.!I and 19#-4'), R-7 (EpilOmr Voluml' I). 

APPENDIX IV TO THE PUBLIC ACCOUNTS COMMlTl'EE'S 
FIFTH REPORT 1952-53 VOLUME I 

Memorandum on the question of lapse of funds resulting from the 
DOn-adjustment of debits tor supplies and services rendered 
during a ftnaneial year. 

... ... ... ... ... ... * .. 
2. For all overseas purchases, other than those received through 

I.S.M., Washington, provisions in the Budget, Revised Estimates and 
the Final Grants are made on the basis of the advice received from 
the D.G., I.S.D., London. As regards the Indian purchases made 
through the Ministry of Works. Housing and Supply, which, in fact, 
constitute the major portion of the Stores Budget of the Railways, 
............ it has been arranged that weekly reports of the actual payments 
made during the last month of each financial year and also probable 
debits as known at the time of report will be passed on by the Ac,,: 
countant-General, Food. Rehabilitation & Supply, so that the Rail-
ways may have a better appreciation of the position and make more 
accurate estimation of their requirements in the Final Modification 
Estimate. 

3.·· ...... Government have since decided to transfer the procure-
ment of specialised railway stores to the Railway Board. It is hoped 
that budgeting relating to the transactions of these stores will hence-
forward be considerably improved inasmuch as the delay now 
occasioned under the eXisting arrangements in the adjustment of 
inter-Departmental debits will be done away with. 

Defective contract. 
R6(i). We came across a number of instances in which the con-

tracts entered into by the Ministry of Defence were defective and 
did not contain adequate provision to safeguard t.he interests of Gov-
ernment. To remedy this state of affairs, we suggest that a Com-
mittee consisting of representatives of the Ministries of Finance, • 
Defence and Law should be constituted to go into the existing con-
tract forms in use by the Defence Services with a view to drawing 
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up standardised contract forms which should be strictly adhered to 
and no dev.iation therefrom made except under the express orders 
of the Government of India. At all events every contract should be 
·entered into only after competent legal and technical advice has 
been taken. 

R17. We came across a number of instances where the Railway 
Administrations had to uridergo huge financial losses due to defective 
drafting of agreements. We would urge that it shou1d be impressed 
-on the Railway Administrations to draw up standard forms of agree-
ment with the approval of the Railway Board in order to avoid d~ 
fective language being used therein. Even so each agreemen t should 
be vetted carefully with a view to ensuring that it is suitable and 
adequate for the particular business and the requisite legal and 
financial advice should be taken. (See also P.A.C. Ninth Report 1953-
54, P1S7.) 

APPENDIX XXXV ro THE PUBUC AOOOUNTS COMMITTEE'S 
nRST REPORT 1951·52 

MINISTRY OF WORKS, PRODUCTION AND SUPPLY 
Memorandum reprdI.nc staDc1ardJzatiOD. of eoDtract forms 
So far as the standardization of the contract forms in the Celltral 

Public Works Department is concerned, that Department alread~' 
has standard contract forms viz., P.W.D. 6, 7. 8, 9, 10. 11, ll-A .md 
12 of the 'Book of Forms' referred to in Paragraph 17 of the Central 
Public Works Department Code, and contract agreements are in-
variably entered into on these Forms. The contracts are signed by 
the competent authority (a technical officer) after due technical 
.advice has been obtained. 

• • • • * * • • 
Arbitration 

R6(2). We also noted that in the matter of arbitration between 
the Government and the other contracting parties, it was generally 
the practice to refer cases to one-man-arbitration for settlement. This 
is unsatisfactory. We feel that in the matter of arbitration and ap-
pointment of arbitrators, the arbitration clause should provide for 
arbitration by a tribunal of not less than three persons one of whor.l 
~hould be a high ranking judicial officer. In certain cases. however, 
if it is necessary to associate Departmental Officers, with the arbitra-
tion in order that the facts of the case might be properly appreciated 
by the tribunal, we have no objection to one of the members of the 
tribunal being a departmental official. 

We also suggest that similar action should be taken in respect of 
other Ministries of the Government of India. (See also R-102 of Nine-
teen.th Report 1955-56). 

State Trading and Manufacturing Schemes 
R7. We reviewed the accounts of the vanous State Trading 

Schemes started during the war to facilitate production of war IIUP-
plies, . control over internal produetion, import and distribution of 
eertainessential commodities, for maintaining the national economy: 



The working of the various schemes launched upon by the Ministry 
of Agriculture viz., the scheme for the purchase of Fertilisers and 
the Rehabilitation· and Utilisation of used Tractors etc., engaged (JU1' 
particular attention. We regret to note that the accounts relating 
to the import and distribution of fertilisers which involved an expen-
diture of about Rs. 22 crores were not being maintained on a com-
mercial basis. Our attention was also drawn by the Comptroller and 
Auditor-General to the chaotic state of affairs that prevailed in the· 
C.entral Tractor Organisation in so far as the maintenance of Ac-
counts was concerned. We are constrained to observe that in the 
absence of any methodical and proper accounting system having 
been followed by the Central Tractor Organisation, it is not possible 
to assess whether this State enterprise in which a sum of Rs. 5 crores 
had been invested was being run at a loss or profit. There also did not 
ex.ist any safeguard to ensure that the cost of each tractor had been 
properly fixed. We express our dissatisfaction over the workin~o.f 
the State Trading Schemes in the manner described above. 

We also considered in general terms the policy followed by the-
Government in regard to the State Trading and Manufacturing 
Schemes. We feel that there has been a tendency on the part of the 
Government to start all sorts of schemes without adequate planning 
or even ensuring the initial or regular supply of the requisite techni:-
cal staff whether on the administrative or on the accounts side .lOd 
it consequently gave rise to confusion. The lack of proper appraisal 
of commercial accounting principles made the confusion worse con-
founded. We suggest that the Government of India should review 
the existing State Trading Schemes under their control with a view 
to seeing that they were not sustaining any loss and that an ad-
equate return commensurate with the capital invested in the scheme 
was forthcoming. We also urge that before starting any big pro-
jects in future, they should be properly planned and appropriate 
atTangements should be made in good time for accountin~ and audit 
in consultation with the Comptroller and Auditor-General. 

P78. ········The Committee desired that a co-ordinated plan 
should be evolved in consultation with the Audit authorities in fixing 
the prices of tractors, the recovery thereof from the State Govern-
ment and its proper accountal,········The Conunittee desired that 
Government should consider immediately whether such State Trad:-
ing schemes would prove useful and result in returning the bor-
rowed capital and, if not, the question of their early winding up 
should be examined. The Committee further suggested that the de-
sirability of including the accounts of this Organisation in the 
Commercial Append'ix should be considered. 

APPENDIX IV TO mE PUBLIC ACCOUNTS COMMlT1'EE'S FIRST 
REPORT 1951-52 

MINISTRY OF FOOD AND AGRICULTURE 
(AGRICULTURE) 

(i) Selling of tractors is not the normal function of the Centra! 
Tractor Organisation. The function of this organisation is to under-
take reclamation operations on behalf of ,the State Governments on a 
'no proat no loss basis' and the cost of operations is recovered from 
them. The rates for the various items of work have been worked. out 
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Bnd recoveries are being effected at these provisional rates subject to 
re-adjustments when the final rates are worked out. Pro fCYr'l'l&a 
accounts o1.the receipts and expenditure are maintained by the Cen-
tral Tractor Organisation and audited by the Accountant-General, 
Central Revenues. . 

(ii) ••••••••. 

(iii) It has already been decided that the accounts of the Central 
Tractor Organisation will be included in the Commercial Appendix 
by the Accountant General, Central Revenues. 

, 

A udit of Statutory Corporation8 
R8. During the examination of the Accounts, we raised the 

question of the scope of audit control to be exercised by the Com-
ptroller and Auditor-General over the account!; of the two Cor-
porations set up by the Ministry of Finance viz., the Rehabilitation 
Finance Administration and the Industrial Finance Corporation. 
Although the prOVisions made for t.heir day-to-day audit appeared to 
be satisfactory, we suggest that in order to enable the Comptroller 
and Auditor-General to bring to the notice of Parliament c~rtain 
important matters relating to their working, he should be empower-
ed to conduct a test-audit of their accounts. As regards the audit of 
other Corporations either financed entirely or partly by the Central 
Government, we share the views held by the Comptroller and Audi-
tor-General that his functions and responsibilities should be defined 
in explicit terms in the Statute itself providing for the setting UP of 
a Corporation. We would also recommend that before statutory 
Corporations involving financial commitments by Government are 
created, the Comptroller and Auditor-General should be consulted in 
regard to the provisions for accounting and audit colitro!. In this 
connection we also attach considerable importance to the necessity 
of safeguarding against any whittling away of Parliamentary control 
by the participation of Government in private Companies. 

P76. The Comptroller and Auditor-General informed the Com-
mittee that the audit of the State undertakings, not formally con-
stitutedas Corporations, came automatically under his control. But 
in the case of undertakings constituted statutorily as Corporations 
the audit had to be regulated under the provisions of the Company 
Law, unless the Act framed by Parliament in respect of a Corpora-
tion contained a specific provision to the effect that the audit of the 
Corporation should be carried out by the Comptroller and Auditor-
General. He further stated that the establishment of private Com-
panies involved diversion of large sums of money to be spent in n 
manner different from the ordinary procedure of spending public 
money and that they do not come within the control of Parliament. 
He had already taken up all these issues with the Government in con-
nection with ihe Telephone Factory at Bangalore. He added that he 
would arrange that necessary information in regard to this matter is 
lncluded in audit reports in future. 

PI04 .. As regards the Ptovisions made in the Memorandum and 
Articles of Association of the Corporations financed entirely by the 
Central Government as also· in the case of those financed partly, by 
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the Government of India and partly by State Governments authori..,. 
ing the Comptroller and Auditor-General to conduct their audit, the 
Comptroller and Auditor-General stated that he did not regard it 
as· in conformity with his constitutional position to be empowered to 
perform audit functions by virtue of the powers vested in him by 
the Articles of a private Company. The Comptroller and Auditor-
General pointed out in this connection that the present policy of 
Government appeared to be to establish independent corporations for 
the· management of concerns more or lesson business lines untram-
melled by day-te-day Government interference and routine. He 
suggested that it would be more appropriate if such corpora tiona 
were set up under statutes of Parliament rather than under the ~xe­
cutive action of Government and the extent to which he should be 
made responsible for their audit should be defined in such statutes. 
The Committee shared the views held by the Comptroller and Audi-
tor-General and recommended that his functions and responsibilities 
should be defined in specific terms in the statute itself providing for 
the setting up of a Corporation. . " 

P103 ......... As regards the audit of the Reserve Bank, the 
Comptroller and Auditor-General informed the Committee that" it 
would be a colossal business and he had not got the requisite machi. 
nery to undertake this job at present. In this connection, he added 
that it would be necessary to examine to what extent the Comptroller 
and Auditoz:-General in the United Kingdom audits the accounts of 
the Bank of England.········ 

P6. (Pages 118-119 of the Report) The Comptroller and Auditor-
General brought to the notice of the Committee that the state of 
accounting and auditing arrangements, as revealed in the report under 
consideration and as also found by him from the report of one of his 
officers whom he had deputed to take up examination of the Ac-
counts of the variolls multi-purpose projects ond State Trading 
Corporations, was far from satisfactory and some measures should 
be adopted "to tighten up the Audit control over the spending of 
money by these autonomous bodies or the Government Department!t 
managing and executing the projects. The Central Tractor Organiza-
tion was cited as an instance in this connection. He suggested that 
to remedy this state of affairs. an enabling measure should be enacted 
by Parliament whereby it should be laid down that the power of 
audit control of all Corporations set up by Government or under-
takings financed by Government should vest in the Comptroller and 
Auditor-General of India. In the latter case the investment of money 
by Government should be made subject to the express provision that 
the accounts are audited by the Comptroller and Auditor-General. 
(See also P. A. C. First Report 1951-52 R.-24 "and Third Report 1952-53 
R-5.) 

Prompt disposal Of audit objections 
R9. It was brought to our notice that there had been a tendency 

on the part of the various ExecutivE' Departments to delay the dis-
posal of audit objections. In one case reported in Para. 21 of the 
Audit Reprot on the P. & T. Accounts 1945-46, the alleged nOD-
accounting of amounts collected as Customs Duty on Foreign Inward 
Parcels, which was facilitated by dodging the disposal of audit objeo-
tions, had resulted in a loss of Rs. 16,562 to Government. We desire 
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tbat the Government of India should impress upon the Heads of 
Departments that replies to Audit objections should be sent with 
the utmost ,.I?romptitude and that immediate steps should be. taken 
to remove defects in the administrative system existing in their 
departments which may be brought to their notice through the Audit 
N()otes (See also P. A. C. First Report 1951-52, R-38.) 
• I 

., 
APPENDIX XXD TO 'DIE .PUBLIC ACCOUNTS COMMlTI"EE"S 

FIRST REPORT 1951-52 
t,I" 

'.' Copy of MinIstry of .FlDMee O.M. No. F. 18(2)-8/51. elated· .... 
l.tlI June. 1951 to all ¥taJstdes. 
I,' SUBJECT.-Disp0lal of Audit Objection • 

* • • * .. I, 
Attention of all Ministries of the Government of India and of 

Controlling Authorities is invited to the Committee's observations aild to request that immediate steps be taken to ensure that prompt 
action is taken on all audit objections and that any defects that D'.\4y 
be brought to notice by audit are rectified. where necessarS-, without 
delay. 

Non:.-·-S!'<:' P. A. C. 19~6-!l7. R-33 (Epitome Volume I). 

Administrative Audit 
RIO. While discussing the ~ase mentioned in Para 21(i) (3) of 

the Audit Report on Civil Accounts, we accepted the suggestion of 
the Comptroller and Auditor-General that in ord~r to obviate such 
cases in future a system on the pattern of an adinini$trative audit 
iil vogue in the M. E. S. should, in addition to the audit exercised by 
his Officers. be introduced in all the large spending Departments 
si,tch as the C. P. W. D. We suggest that the Ministry of Finance 
should formulate comprehensive rules and regulations in this respect 
iii consultation with the Comptroller and Auditor-General and in-
corporate them in the exisiing Codes etc. We should like to know 
m due course the action taken in the matter. (See also P. A. C. 
Seventh RepOTt, 1952-53. P-1~4 and Eleventh Report 1953-54, P-57.) 

Separation of Treasury Fu~tions 
Rll. U.* •••• Ministry of Finance had accepted the 

principle enunciated in Para 27 of the Audit Report on Civil Accounts 
that Treasury functions should be separated from audit functions and 
that necessary preliminaries to implement the scheme at the Cen-
tre were being worked out. We desire that a beginning in this 
direction should be made as early as possible and the efficiency of 
audit enhanced. We consider it bad enough that the Comptroller and 
Auditor-General of India is responsible not only for audit but also for 
the compilation of final accounts fro~ the initial accounts rendered by 
the executive, except in the case of Defence and Railways, and we 
wholly agree with the Comptroller and Auditor-General that it is ex-
tremely improper t~ continue any longer the practice under whiCh 
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his officers also pass bills and make payments at the headquarters of 
certain State Governments. From every point of view this practice is 
objectionable and should be terminated without delay. (See also 
P. A. C; Third l{eport 1952-53, paragraph 5 (Introduction), R·2 and 
R-3.) 

NOTl!.-See P. A. C. '923-24. R-23; 1924-~5, R-23'-24 and 1925"26, R.24 (Epitome 
Vo:ume I). 

Excess expenditure over estimates 
RI4(4).······ .... Our predecessors have had occasion to comment 

more than once at the lack of correlation between the amount of the 
original estimate and the expenditure actually incurred on works and 
exhibited through the Completion Reports. We would again urge 
that the general principle that executive officers should not incur 
expenditure or accept liabilities on a work in excess of the sanctioned 
estimates without the prior sanction ·of the competent authority 
should, as far as possiblf', be strictly·adhered to and in cases where 
in the course of execution of a work it became apparent that there 
was likely to be an excess over the sanctioned estimate of the work, 
revised estimates should be prepared and sanction of the competent 
authority obtained prior to the additional work being undertaken . 

• • • • • • • 
Correlation oj Budgeting and Inter-Railway Adjustments 

R15(2). In the case of Railway Budget. we wish to reiterate the 
recommendations made in para 20 of the Report of the Public Ac-
counts Committee of 1943-44 and emphasize that while consolidating 
the budget estimates. submitted to them by the Railway concerned, 
the Railway Board should ensure ,that the provision of credits an-
ticipated by an individual railway is set off by contra debits to be 
raised by the other railway concerned. 

P60. ········It was pointed out that in spite of the recommenda-
tion-made by the previous Committee in para 20 of its Report on the 
Accounts for 1943-44 to the effect that a railway should not make any 
entry in its estimates relating to payments to or receipts from another 
railway till the other railway had agreed to make a corresponding 
reverse entry in its own estimates. that procedure was not being fol-
lowed. The Committee stressed the need for maintining adequate 
correlation between the different railways in regard to the adjust-
ment of debits and desired that it should be impressed on the Rail-
ways to follow rigidly the procedure recommended by the Committee 
to avoid lapses of funds.········ 

APPENDIX X TO THE PUBLIC ACCOUNTS COMMl'I'I'EE'S 
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~y of BaUway. ~'. Ldter' No. HAc. 1/71, dated the 5th 
Juyl951 to All Geaeral Managers aDd ChIef'AdmJDtstrattYe ~ 

2-5 Compt. A. G./58 ' . '," "r-' 
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SUB.JECT.-Inter·Railway Adjustments . 

• • • '" • • • • 
2. A few instances disclosing inadequate correlation between the 

railways in this reg~rp. wer~ also brought to n9tice by the Director 
of Railway Audit, vide paras, 12(iv) and 19(xi) of the Railway Audit 
Report, J949. . 

3. In this connection attention is invited to Railway Board's letter 
No. 45-B-4109, dated 17th September 1945 (copy enclosed), drawing 
attention to the comments of the Public Accounts Committee on the 
accounts for 194:i-44 and the Railway Board's instructions thereon. 
The l?rocedure regarding inter-railway adjustments has already been 
laid down in the Code (vide ~ra. 1410-A, read with para. 1414-A) 
whereby one railway cannot debit or credit itself till the other rail· 
way accepts the corresponding credit or debit : thus ensut;'ing correll.· 
tion in the accounts of the two railways. Instructions were also 
issued in Railway Board's letters No. 51 Ac. I/TT/2. dated 23rd 
January 1951 and 23rd May 1951. in which attention of the Railways 
was drawn to the existing instructions laid down in the Code and 
the necessity for taking prompt action in the matter of acceptance 
and final accountal of the transfer transactions in the accounts of the 
year concerned was emPi?-asised. If these instructions had been 
strictly followed, lapse of funds would have been avoided. 

4. The Railway Board once again emphasise the nero for main-
taining close correlation between the Railways and desire that the 
rules and extant orders on the subject issued from time to time 
should be strictly adhered to and all-round attempts rflade to ensure 
timely adjustment of inter-railway transactions to avoid lapse of 
funds so that there should be no adverse commento; from the Public 
Accounts Committee on the subject in future. 

**"' •• "''''. 
C8,PY ~f Ra.ilway ~'8 ~~. )lo. 45-11,,109, dated ~ 17th 
~~ ~ to tfae ~al "uaprs, S. ". A., ,.N., a.a. ". pJ., 
B.L, Q".P., ~.S.lW., N.W., Q.T. Md S.I. ~way$. 

Su~cT.-i;stimates of Payments to other Railways. 
The Public Accounts Committee, have again commented on the 

unsatisfactory position of budgeting by Railways under the head 
'Payments to other Railways'. and have observed that 'at the stage 
of making budget estimates, a railway should not make .any entry 
in its estimates relating to payments to or receipts from another rail-
way till the other railway had agreed to make a corresponding re-
verse entry in its own estimates'. In this connection, attention is 
invited to Railway Board's letter No. 44/B/4109. dated 5th March 
litiS, ~h should be strictly followed, so that there may BOt be 
any occasion hereafter for 'the PUblic AccolUlts Committee to make 
~y ~4v~~ co~~ent oz:1 thi~ subtect. . 
~.~P: A. ~~ I~tt, Jl~I~ (ti'd lub ~l and '9tt~, ~.~ (~i~ 
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Recoupment of shortages in imported machinery 
R16. Our attention was drawn to para 24 of the Railway Audit 

Report 1949. It is rather unfortunate that no action cO\lld be taken 
by the Railway Board to enforce recoupment of shortages in spare 
parts of American Diesel Electric Locos., which involved a loss of 
about 26,000 dollars. We should like to know the result of the action 
taken by the Railway Board to obtain a refund from the U. S. A. 
2il,lpplicrs. It was admittedly a bad case where the officers concerned 
h(ld violated the well-known 'canons of financial propriety'. In order, 
tberefore, to avoid the recurrence of such c.es and to safeguard the 
interests of the State, we would suggest th41t a suitable procedure 
should be laid down in consultation with the Indian Purchase Mis-
sions abroad whereby shortages are recouped soon after the delivery 
Qf the Locos., plants, fixtures and other appurtenances etc., imported 
from foreign countries. 

APPENDIX VII TO THE PUBLIC ACCOUNTS COMMJTrEE'S 
SECOND REPORT 1951-52 

Memorandum on PubUc Accounts Committee's suggestion for evolving 
a suitable procedure for recoupment of shortages after delivery 
of 10005., plaBt, etc., impcuied from forelp. countries. 

• • • • • • 
The matter has been examined in detail in consultation with the 

Directorate-General of Supplies and Disposals. According to the 
Directorate-General the instructions laid down in 1946 fully deal 
with the procedure to be foHowed by the controlling officers in lodg-
ing c1al~ms in respect of short landed or damaged stores. In fact. it 
has been observed in practice that some shortages were discovered 
by the consignees on receipt of the consignments where the packages. 
were in an outwardly sound condition and wht!n the mattcr was 
prought to the notice of that Directorate, it was immediately taken 
up with the LS.M., Washington with a view to get the loss made 
good by the suppliers. In many cases. they succeeded in getting 
replacements free of cost or getting some compensation. In the 
particular case of the Railway Ministry. the loss appears to have 
resulted due to the lapse in not pursuing tht:! matter at all in ~:ime 
with the suppliers to get replacements. To avoid any further loss 
in future. it has been agreed that in such cases the matter should 
be reported immediately. in any case not later than three months 
of the receipt of the stores, with the following full particulars. 

(i) N arne of vessel. 
(ii) Date and Port of sailing of the vessel. 
(iii) B/L. and invoice number and date. 
(iv) Nature of discrepancy. Full details together with sufficient 

evidence documentary and/or photographic. 
(v) Whether the case was received in a sound. condition or damag-

ed conciitioB at the Port and in the latter event whether it 
waa surveyed. 

(V\)Qopy of ~e~ report if ~y~ 
his. Mpea .. t ...... af tho ~ \l» QI. U. ~ 

al)f\u!tIa_'" willi .... 
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Compensation paid by RaUways for goods lost or damaged 
R18. We noted with great concern that duriug the year 1949-50, 

the amount settled for payment on account of compensation paid by 
the Railways for goods lost or damaged amounted to Rs. 4:54 crores 
and that 61,809 claims were left outstanding at the end of the yeal". 
We recommend that in order to check this deterioration in the stan-
dards of working of the Railways, th~ existing rules relating to the 
discipline and conduct of railway se~ants should be reviewed to see 
that adequate action is taken against the Railway staff who are found 
wantonly indi1ferent or careless in the handling or despatch of goods 
or bad transhipment and thus putting the Railway Administration 
to such a huge loss. 

The Public Accounts Committee, 1951-52 (Second Report, 1951-52. 
page 65) were informed that the Railway Administrations had been 
instructed to bring to the notice of the staff concerned that any wan-
ton indifference or carelessness on their part in the handling or des-
patch of goods or transhipment will be regarded as misconduct and 
will be liable to disciplina1'Y action. 

Training of Accounts Staff on the Railways 

R21. During the course of our examination of the Appropriation 
Accounts, we found that a very large number of cases of important 
misclassifications and other mistakes had been detected during the 
period under review. These mistakes, we were told, were due to the 
negligence on the part of the Accounts staff as also due to their lack 
of knowledge of rules and regulations. To remedy this state of 
affairs, we endorse the suggestion of the Comptroller and Auditor- . 
General that adequate steps should be taken by the Railway Admi-
nistration to impart proper training to the stafi . ,in .the Railway 
Accounts Offices and to conduct regular courses so that specialise4 
knowledge of the different branches of the Railways is acquired by 
the staff. We suggest also the introduction of a departmental eXI:l~ 
mination the passing of which should be obligatClry before an Upper 
Division Clerk is confirmed. 

P50. The CommitteeUtook up the examination of Annexure 'J' 
of the Accounts showing the statement of important mis-classifications 
and other mistakes.········It was stated in this connection that rail-
ways being a commercial organisation should have specialised Accounts 
staff. It was of greatest importance that a system of cost aCCOU!lt-
ing should be introduced if locomotives were to be produced at an 
economical cost at Chittaranjan. The administration should be in a 
position to know whether the different processes of manufacturing 
were being carried out economically. There should. therefore, be a 
very detailed and efficient cost accounting. The Financial Commis-
sioner, Railways stated that this matter was already under his con· 
sideration and a few men called the 'rate fixers' who go into the 
manufacturing process and calculate raw-material requirements of 
each process had been imported and these men together with a Cost 
Accountant would evolve a system of accounting which should make 
control easier and more efficient. He also stated that he was in touch 
With the· Chairina'ti 'of the Board of Transport Conu:nission' in the U.K. 
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>and the question of bringing one or two top men to advise the RaH-
way Administration in the whole matter was under his considera-
tion. The Financial Commissioner also stated that in smaller~, offices 
also, for example. in Goods Traffic and Passenger Traffic Sections, 
where specialised Accounts stan was necessary, men having specia-
lized experience of these sections are usually kept there and n(lt 
frequently transferred to other sections ....... • .. ·The committee de-
sired that a detailed memorandvam showing the steps taken to 
improve this aspect of the matter should be furnished to them in , 
due course. ' 

APPENDIX IX TO THE PUBLIC ACCOUNTS COMMITrEE'S 
'SECOND REPORT 1951·52 

Memorandum on the Training of clerks in the Railway Aceounts 
Oftices. 

... .. • • .. ... ... .. 
2. Instructions were isued to the Railways for taking immedJate 

-steps for the implementation of the Committee's recommendations 
and as a result, training classes have since been started on the B. N., 
G.I.P., O.T .. E.!., E.P., and Southern (M. & S. M. and S. I.) Rail-
ways and the Railway Clearing Accounts Office. The Chittaranjan 
Locomotive Works are expected to start classes by the middle of 
July 1951. On each of these Railways, two experienced Account-
.ants have been deputed for taking the training classes. 

3. The programme of training consists ·of lectures by the training 
• Accountants, followed by intensive training in the practical working 

,of the various branches of railway accounting. The course of training 
for each clerk will extend to about 2 months and about 100 clerks 
~re expected to be trained on each Railway at a time. 

4. As regards the suggestion of 'the Committee regarding the 
introduction of a departmental examination for confirmation in the 
Upper Division of Clerks, the Railway Board consider that as all 
posts of Upper Division Clerks on the Railways are filled by Promo-
tion of Class II Clerks, who have passed the qualifying examination 
prescribed for the purpose, it is not necessary to lay down another 
examination which they must pass before confirmation. They are, 
however, required to pass a stiff test before crossing the efficiency 
bar at the stage of Rs. 120 in the scale Rs. 8O-5-120-E.B.-B-200-
10/2-220 and instructions have been issued that confidential reports 
on these clerks should be written up with proper care and due 
weightage should be given to adverse remarks in the reports at the 
lime of confirmation. 

Separation of Finance from Accounts Function..~ on the Railways. 

R22. We were informed by the Financial Commissioner, Railways 
that the existing set-up on the Railways where the accounts and 
financial functions were coalesced in one authority viz., the Financial 
Adviser and Chief Accounts Officer who worked under the control 
of the General Manager of the Railways was not conducive to better 
organisation and did not ensure strict financial control. We were 
told that a scheme for the bifurcation of these two functions on the 
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Railways was uhdet consideration of the Railway Board. We attae!i 
importance to the tightening of financial control over the expenditut'e 
and skare the views held by the Finan~ial Commissioner that an in-
tegrated system is not sound in principle. We shall be glad to know 
of the progress made in the matter. 

P5I. The Committee were informed that ... • .. •• ... ·at present the 
Chief Accounts Officer was also the Financial Adviser of the General 
Manager of a Railway and in the opinion of the Financial Comma. 
sioner this procedure was not conducive to better organisation and 
efficiency of the service. When an Accounts Officer is also to function 
as Financial Adviser, he is a little more ri~id than he need be. The 
Accounts Officer finds it rather difficult to get away from the ac-
counts back-JP'OUnd and as he is not generally aware of the intentionlO 
behind the rules and regulations, he is not in a pOSition to tender a 
better financial advice to the Administration. The Committee were 
informed that parent services, namely the Indian Audit and Railway 
Accounts Services would continue to be the sources of supply of the 
Financial Service, but there would be altogether a separate branch 
of officers which would deal with financial problems only. The Com-
mittee desired to know in due course the progress made in the scbeme. 
(See also P.A.C. Tenth Report 1953-54, R-32.) 

APPENDIX XVI TO TIlE PUBLIC ACCOUNTS CO~ 
FIFTH REPORT VOLUME I 195WI 

MemoraadUl OD. the separation of ftuMClal aad UOOlIDta funetleas· 
on. Clae Batlways. 

• • • • • • • • 
2. The question of separating the financial and accounts functinns 

on the railways with a view to ensuring strict financial control over 
expenditure has been carefully conSidered. Since familiarity. 'lVith 
the processes of internal check and the detailed knowledge of ttSe 
of accounts data are essential for conducting ptoper financial scrutiny, 
Finance has necessarily to work in close collaboration with Accounts. 
Further, a complete separation of the two functions is also not pos-
sible at regional or divisional levels. Government have, therefore, 
come to the conclusion that a complete separation of Finance and 
Accounts functions under two independent heads of departments 
would not be to the best actvantage of either the Finance organisa-
tion or the administrative side. At the same time it is admitted that 
a closer and mo.e specialised attention to the financial probl~ms re-
lating to railway operation and administration would not be possible 

eunJess the officers entrusted with the financial functions were reliev-
ed of the burden on the regular accounts work. This was recognised 
as early as 1948, when. a separate 'Finance wing was set up on the e;r-
B.B. & C.I. Railway which was later on extended to the ex-G.I.P. 
and E. 1. Railways. With the completion of the integration of all the 
Indian Railways into six zones, a separate and di.::;tinct Finance wing 
~as been set '!P in ea,ch ~f tp~ Zonal ~ailways t,mder the administrative 
charge of a D.p~ty 'FmanCial. AdVIser wor~lflg under the ove;r~.al1 
supervision ot the Financial Adviser and Chief Accounts Oftle't!t. 
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Undl!'r this arrangement, the close liaison betw(!en Fittartee ,atid i\f-
cobnts which is essential for thl! proper exercise of the financial 
functions will be maintained undet a single head of departiileilt, viz., 
the Financial Adviser and Chief Accounts Office •. 

NOTB;-Sec P.A.C. 1930·31, RII-2:.! and 1916-47, P24 (EpitlJlTlt, Vol. 1). 

Financial control over Defence Expp.ndituTe 

P3. The Committee desired to know from the Financial Adviser, 
Defence Services the nature of the financial control exercised over 
the Defence expenditure. The Financial Adviser briefly explained 
that every measure which had a financial implication had to be re-
ferred by the Defence Services to the Defence Wing of the Finance 
Ministry. A Deputy Financial Adviser was attached to each Branch 
of the Army Headquaters, viz., Q.M.G., M.G.O., E-in-C. etc. The 
measures initiated by the various Branches of the Defence Services 
were examined in considerable detail both by the Administrative De-
partment and the Finance Department. The Finance Ministry do 
suggest modifications to the various proposals coming to them and 
sometimes advise that particular schemes might not be pursued. In 
this way there was a close day to day control over the Defence e:c-
penditure. The Financial Adviser further explained that during the 
war there were certain relaxations of financial control. Now, they 
were gradually reverting to the pre-1939 form of control. He said 
that the Ministry of Defence were themselves concerned that the 
Finance Ministry exercised strict control over the Defence expenditure 
and did not proceed with any schemes without consulting the Ministry 
of Finance. The Committee desired that a Memorandum outlining 
in detail the various aspects of the financial control exercised by the 
Finance Ministry over Defence expenditure should be submitted to 
them. 

APPENDIX XU TO THE PUBLIC ACCOUNTS COMMlTl'EE'S 
. SECOND REPORT 1951~5! 

MINISTRY OF FINANCE (DEFENCE) 

~d.1iJil on the FlDa.DeJal C_trol exercised by the MiJdstry of 
FtiWldi mr Deleaee hpendfture. 
The organisation and functioils of the Ministry. of . Fitilit1ce 

(Defence) and the procedure followed in regard to the budgetary 
control over Defence expenditure have been described in Appendices 
Band C to "Defence Services Estimates 1951-52" (page 23 to 30). 

2. This Memorandum gives in some greater detail an account of 
the general principles of Financial administration and the main 
processes of control as they are actually carried out. 

General Principles of Financial Admtnistration 

3. The Demands for Grants required to meet the expenditure 
on Defence Services are voted by Parliament each year a~d ;within 
the sums so voted, tb~ Ministry of Defence has to arrange. for, t\h~ 
ancing of services for which that Ministry is respblislble. The total 
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sum placed at the disposal of the Ministry to meet expenditure on 
the Defence Services is based on an estimate of requirements but is 

. limited by the total resources at the disposal of Government and 
other demands made. on those resources. 

4. When the grants for Defence Services are voted by Parlia-
ment, sub-allotments are made to various administrative and exe-
cutive authorities in respect of item& of expenditure susceptible 
to local control and these authorities aTe responsible for the cor-
l'ect and economical expenditure of the grants allotted to them. Ex-
penditure falling into categories which represent mostly obligatory 
charges (such as pay and allowances, etc.) dependent on strength 
and composition of Defence' forces and various othE'r factors which 
are governed by policy dec:sions of the Government of India, is 
controlled centrally by the- Ministry of Defence and the Services 
Headquarters. Although this Memorandum deals primarily with the 
duties and the methods of the Defence Division of the Ministry of 

. F'inance, it has 'to be remembered throughout that the financial con-
trol is a joint responsibility of the administrative and financial au-
thorities and that their functions are complementary and inseparable. 

5. The head of the Defence Division of the Ministry of Finuce 
has three distinct functions. He is- . 

(i) the Principal representative of the Finance Ministry charg-
ed with the responsibility of scrutinising and according 
sanction to proposals involving expenditure of Defence 
Services. 

(ii) the Financial. Adviser to the Ministry of Defence and the 
three Services Headquarters. 

(iii) the Chief Accounting Officer for Defence expenditut"e. 

6. The status of the head of the Division as the Principal re-
presentative of th~ Finance Ministry in the field of Defence expen-
diture marks the character of his office. It is in virtue of this cha-
racter that he and his officers exercise their powers of effective cri-
ticism on proposals for expenditure. It is also in virtue of this cha-
racter that the head of the Branch, in any case in which there is a 
sustained difference of opinion between the administrative and the 
financial authorities, can require that any proposal involving expen-
diture shall be submitted to the Hon'ble the Minister for Defence 
and to the Hon'ble the Minister for Finance. 

7. The designation of the Financial Adviser. emphasises the 
advisory, as distinct from the restrictive, functions of the Branch. 
It is in this capacity that the head of the Branch is a member of the . 
Defence Minister's Committee as well as a member of the other 
Committees at Defence Headquarters. It is in this capacity that he 
and his officers co-operate with the branches of Defence Headquarters 
in preparing the Budget and other estimates, supply the Services 
Headquarters with all information to enable them to discharge their 
ftnancial responsibilities and advise them_in regard to the prepara-
tion of proposals for expenditure and in the disposal of financial 
busin~ss generally. 



8. In his capacity as Chief Accounting Officer for Defence ex· 
penditure he has an individual and personal responsibility for the 
internal audjt (as distinct from the statutory audit of the Comp· 
troller and Auditor·General) and accounting of Defence expenditure 
and this responsibility is discharged through the Military Account· 
lint General. In this capacity, the Financial Adviser also prepares 
the Appropriation Accounts, which is a review of the financial ad· 
ministration of the year based on the accounts of that year. 
r. 

The met~od of control 

9. The main processes of the methods of financial control, as 
they are actually carried out, are :-

(a) the preparation of the Budget estimates; 

(b).e watch over expenditure against Budg~t grants; 

(c) the re-appropriation of savings; 

(d) the disposa.l of the day-ta.day business of administration . 

. 
The preparation of the Budget Estimates 

10. It is needless to emphasize the importance of a correct ini· 
t.ial estimate of the sums required to finance the Defence Services 
for any particular year. On the correctness of this initial Budget 
estimate depends the whole financial administration of the year. 
The amount required for the year is built up from a mass of detailed 
estimates under different heads. The estimate under each detailed 
head is prepared in the first instance by the administrative Branch 
'concerned in co-operation with the Deputy Financial Adviser [see 
.organisation of the Ministry of Finance (Defence) described in 
Appendix B to the "Defence Services Estimates 1951-52"] attached 
to it and the Ministry of Defence. The actual method of preparation 
varies in accordance with the data available for estimating the 
requirements under each head, but in all cases account is taken of 
factors such as the expenditure in previous years, changes of policy, 
the probable trend of prices, etc. The estimates prepared by the 
Branches of Services Headquarters in consultation with their De-
puty Financial Advisers and the Joint/Deputy Secretaries of the Mi· 
nistry of Defence are then submitted to the Central Budget Section 
under the Financial Adviser where they are subjected to a general 
critical examination and checked with references to statistics main· 
tained in that Section. They are then examined by the Financial 
Adviser and the Secretary to the Government of India in the Minis--
try of Defence. All differences of opinion between the administra-
tive and financial authorities are generally settled at (or prior to) 
this stage. It will be noticed that at all stages in the preparation 
of estimates there is a close collaboration between the administra· 
tive and .financial authorities, the object ~eing to arrive at a figure 
which will make sufficient but not more than sufficient provision 
to cover the charges likely to be incurred during the year. The 
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total ,figures of th~ estimates, thus woHted out, are aubmiUetl to 
the DefenCe Committee of the Cabinet, who consider the demand 
for Defence in relation to the resources of the countrY arid fix a 
ceiling for Defence expenditure. Thereafter the figures are communi-
cated to the main Finance Ministry. 

The tvatch over expenditure against the Budgf!t Grants 

11. The main material for watching expenditure against the 
Budget Grants is provided by the Military Accounts Department. 
The actual expenditure under each detailed head of account is re-
corded by the Controllers of Accounts all over India and reported 
to the Military Accountant General at Headquarters in whose office 
the figures are consolidated. The consolidated figures are available 
in the third week after the end of the month to which they relate. 
These figures are reported both to the administrative br_hes and 
to the sections of the Ministry of Finance (Defence) to en'"l61e them 
to watch the progress of expenditure against the Grants. At intervals 
throughout the year stock is taken of the general progress of 
l'xpenditure. The first of these reviews is made about the last week 
of August when figures are available of the actual expenditure 
during the first four months of the year. By that time, indents for 
stores have, for the most part, been got out, building works are in 
progress and orders have been issued for the introduction of any 
new measures which were included in the Budget estimates. On 
the basis of this information as well as the periodical reports on 
supply prospects furnished by authorities who are responsible for 
procuring stores for Defenee Services whether in India or abroad, 
the original budget estimates are reviewed. This review gives a 
general idea of the likelihood of the provision under· each of the 
main heads being overspent or underspent. A summary of the 
review is sen t to the Ministry of Defence by the Financial Adviser 
with a note drawing attention to points of importance and it is then 
considered whether any special action is necessary e.g., the issue of 
oroe,rs requiring the restrIction of exvenditure under any p~ticular 
head durIng the remainder of the year or the submission of supple-
mentary demands for grants to Parliament if it Is apparent that the 
expenditure dqring the year is likely to exceed the grant originally 
sanctioned by Parliament. 

12. The second feneral review is made about the end of Novem-
ber on the basis a 7 months' actual expenditure. In the interval 
between August and November, monthly returns of actual expendi-
ture continue to be received and progress is watched under the 
individual heads, particular attention being paid to those heads under 
which the previc>us review disclosed substantial variation from the 
original Budget estimates. Towards the end of December, a formal 
revised estimate is prepared and if this revised estimate shows an 
unavoidable increaSe over the sanctioned grant (including the sup-
plementary grant, if any) under any of the Demands for Grants, 
further action is taken by the Ministry of Defence to obtain adtii-
tional grant front the Parliatnellt. 
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1'h-e reapptojHiatiOno/ B4vi'lips 
13. the authorities exercising the powers of re-appropriati-ons i.e., 

the utilisation of savings in the Budget provision under one head to 
meet excess expenditure under another head, within each demand 
for grant, and the extent to which such re-appropriations are per-
missible by each sanctioning authority has been described in para-
graph 4 of Appendix 'C' to tke "Defence Services Estimates, 1951-
52". Reappropriations are permissible only between the 'expendi-
ture' heads. Thus, excess receipts and recoveries which are requir-
ed to be accounted for as bona fide Receipts cannot be utilised to meet 
expenditure in excess of the sanctioned grant. Also the savings 
from the provision made under a head cannot be utilised for expen-
diture on any new service. A clear definition as to what exactly 
constitutes a 'new service' has not been laid down nor is it possible 
to lay it down. Throughout the year some unit or another will be 
reorganised, certain new units may be raised and certain others dis-
banded, large bodies of troops may be moved from one area to ano-
ther for tactical or security reasons and these involve considerable 
expenditure. Again, the problem of improving and developing arms 
and equipment is more or less a continuous one and new' types and 
patterns are introduced as and when the trials of these prove suc-
cessful. It is obvious that the expenditure on such items as are 
described above cannot be treated as expenditure on any 'new ser-
vice', and therefore reappropriation of savings which might come 
to light in the course of the year are made towards, remedying de-
fects in organisation and equipment. It is only measures such as 
the construction of new works projects (other than those of opera-
tional necessity), the opening of new factories and other installa-
tions, grant of new concessions (e.g., increase in rates of pay and 
allowances, scales of rations and clothing), purchase of vessels are 
treated as new measures. In respect of such new measures prior 
approval of the Standing Finance Committee is called for even if 
they could be financed from savings under other heads within the 
grant. If no savings are available the expenditure is not incurred 
before obtaining the sanction of Parliament (if it is in session) or 
obtaining an advance from the Contingency Fund (in urgent cases). 
The financial concurrence to reappropriation of funds within the 
grant is accorded keeping in view the broad prinCiple described above. 
While this gives a greater elasticity to the Defence administration, 
it imposes additional responsibilities' on the controlling authorities, 
both administrative and financial. The primary restriction remains 
that the total budget provision must on no account be exceeded with-
out the necessary sanction from Parliament, but since the specific 
object of reappropriation within the grant as a whole is to enable 
progress to be made in the right direction, it is incumbent on the 
controlling authorities to take measures to ensure that the grant is 
either spent, provided this can be done economicallYl or the unspend-
able portion of the grant surrendered in time. 

14. Mention has already been made in the preceding paragraph 
of the periodical review of the financial position. When financial 
sanction is given to apply savings to measures not strictly falling 
1:Inder the category of "new service" but at the same time not spe-
cial).y include.d in the original estimates, reappropriations are notified 
and their effe~t taken into acCount ,in the estimates. Towards t,he 
end of the year in MarCh; a' formal statement known as the. Modifted 
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Appropriation is prepared. This contains the latest estimates of the 
amounts which will be expended' under each sub-head of the De-
mand and it is in this form that the variations from the original 
-grant together with any supplementary gt1Int that may have been 
voted by Parliament are formally sanctioned by the Ministry of 
Finance (Defence). 

The closeness with which the modified appropriation corres-
ponds. in total and in detail to the actual expenditure of the year 
has always been regarded by the Finance Ministry and the Public 
Accounts Committee as a test of the efficiency of budgetary control. 

The disposal of the day-to-day business of admini.'itration 
, 15. In the disposal of the day-to-day business of administration 

tht' functions of the Defence Division are those of the Ministry of 
Finance in general, though its organisation and distribution in sec-
tions attached to the main spending Branches is designed to make 
its association closer than is possible in the case of the civil admi-
nistration~ All proposals involving expenditure from the Defence 
Services estimates have to be referred to this Division before orders 
are -issued. It is impossible to specify here in detail how {~ach 
class of cases is dealt with in the Ministry of Finance (Defence), 
but the following general description will convey an idea of thE' va-
riety of work coming up for financial scrutiny. Generally speaking, 
E:very field of activity on the Defence side is subjected to critical 
examination from the financial point of view. Some of the important 
items of work carried out by the Ministry of Finance (Defence) 
throughoui; the year in respect of all the three Services are-

(i) Scrutiny of all proposals for the fixation or refixatiQn of the 
establishments of units and formations within the overall 
strength and composition of the Defence forces laId down 
by Government from time to time. 

(ii) Review of funds required for the employment of Industrial 
Labour. 

(iii) Scrutiny of changes in rates of pay and conditions of ser-
vice. 

(iv) Review of scales of equipment. 
(v) Review of reserves. 

(vi) Scrutiny of indents in respect of "central purchase"articles 
of stores keeping in view the stock position and other rele-
vant factors. 

(vii) Scrutiny of scales, specifications and estimates of costs in 
respect of works projects. 

(viii) Review of the activities of the manufacturing Establish-
ments. 

Proposal for "new" expenditure are dealt with in much the 
same way, but in addition. this Division is required to. estimate the 
cost of the new services or to check any estimate that may already 
have been made by the administrative Branch. 
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16. The financial scrutiny of proposals mentioned in the preced-
ing paragraph is intended to secure that they are in accordance both 
with general financial principles and with any particular regulations 
that may be applicable or that they are not open to criticism on. the 
ground of extravagance. It is open to the Finance Ministry to sug-
gest modifications which will reduce cost. The scrutiny will also· 
ensure that the cost can be met from the budget grant. 

Orders of· the Government of India on proposals referred to in 
the preceding paragraph, when they are finally accepted, are issued" 
by the Ministry of Defence. Copies thereof are communicated to 
the Controllers of Military Accounts by the Ministry of Finance 
(Defence) so that they know that the orders have received financial 
concurrence. The Controllers of Military Accounts are the officials 
responsible for the internal audit of Defence expenditure. 

17. The attachment of sections of the Ministry of Finance (De-
fence) to the main spending departments allows of their being 
brought into the preparation of new schemes at an early stage. 
Where this is done they can save time and labour by pointing out 
at an early stage that a particular schf'me is open to objections. on 
financial pri.nciples and is therefore not worth proceeding with or 
more frequently, by assisting the Service Headquarters in giving the· 
scheme a form in which it is not open to financial objections. 

IR. Apart from the above. the Ministry of Finance (Defence) 
considers and puts forward proposals on its own initiative for re-
duction in expenditure whenever such reduction appears practicable . 

. 1"01' instance, if the circumstances under which a concession or an 
allowance had been granted change subsequently and warrant modi-
fication or withdrawal of thp C'oncp.~sion. the matter is promptly 
taken up with the administrative authorities for effecting the ne-
cessary change. Similarly, if the working of a rule 01' a system leads 
to abuse or extravagance, the administrative authorities are asked 
to consider the question of amending the rule or modifying the sys-
tem as deemed appropriate. 

19. The above is a brief description of the formal handling of" 
financial matters by the Defence Division of the Ministry of Finance. 
The organisation, as constituted, ensures a close, continuous and 
effective financial control over Defence expenditure. 

APPENDICES B AND C TO DEFENCE SERVICES ESTIMATES· 
1951-52 

APPENDIX B 

Organisation and Functions of the Ministry of Finance (Defence)· 

This is a Division of the Ministry of Finance of the Government 
of India dealing wjth all. ~e~enc.e matte.rs re9uiring. finanCial sanc-
tion. The head of this D1VlSlPn.1S the Fmanclal Ad~, wl1o. ranks: 



as AdditioIla~ SecretarY to th.~ GoverR-ment of India. in the Min_stry 
of Finance and is responsible to the Finance Minister. The organi-
sa,tion of this Division has been designed to ensure adequate finan-
elal controf over Defence expenditure and at the same time to make 
available to Defence authorities financial ",dvice from officers who 
are familiar with the ors~nisation and the problems and require-
ments of Defence Services. This Division is in close and continuous 
p-:rsonal touch' with the Defence Ministry and with the various 
Branches of the Armed Forces Headquarters but as it is under the 
finance Mi~ister and forms part of the Ministry of Finance it re-
tains its essential independence. The designation of the Financial 
Adviser emphasizes the advisory as distinct from the restrictive 
function of treasury control ,and it is in this capacity that the Finan-
cial Adviser or his representative is a member of the various De-
fence Committees in the Defence Ministry. The Financial Advi.ser 
also normally attends all high level Committees dealing with de-
fence matters whenever proposals having a financial bearing are dis-
cussed. 

2. The financial control exercised by the Financial Adviser and 
l.lis officers is really a careful and intelligent scrutiny of all proposals 
for expenditure from the public funds, the objective being the safe-
guarding of economy, efficiency and propriety in public finance. J3e-
fore according financial concurrenCe to any new proposal involving 
fresh expenditure, it is the duty of the Finance Officer to seek jus-
tification for the proposal. He may even challenge the necessity for 
spending so much money or On such a scale to secure a given object. 
He asks whether the proposal is really necessary; whether the same 
results could not be obtained otherwise with greater economy; whe-
ther the expenditure involved is justified in the circumstances; whl'-
ther individual items are in furtherance of the general Government 
policy; whether the canons· of financial propriety have been observ-
ed. In fact he asks every question that might be' expected from 
an intelligent tax-payer bent on getting the best value for his money, 

The rules pr.ovide that no proposals for fresh expenditure on 
the Defence side which has not ~en provided for in the Budget 
or which, having been provided, has not been duly sanctione\i sh,all 

*Th(,le C!UWDS are-

(n EVt'ry puhlic oftiCC'r should rxercisc the s.me vi«il"nce in I'("~ct of '·x.pendilure in-
curred from Government rf'Vt"nU(,5 as a P(,f5011 of ordir.ary prudJ.~nce would ('xereis" 
in rf'5pect of the l'xpl~ndilurc of his own money. 

(ii) No authority shnuld l'X('rt:is,' itl power of sanctioning <:xp!'ndilUrt, to pau an orcin 
which will br indirectly lIr directly to its own advantage. 

(iii) The amount (If allowance:s, such .s. travelling alluwanCt"s, granted to mt,,,t expe.,di-
lure of a particular type. should be .0 regUlated that an allowance is not on the whOle 
a SOl,lrce of profit 10 the rr:<:ipient. 

(iv) Government rt~v~nu.el should not be utilised for tJlI: benefit of a particular pel'tOll or 
ilCCtioQ of tM CQmr,ll~n"y unLeIl- . 

<a) tJac;.~~~t ofexpendil\l,!!!~Dvolved i. ~~!Inifica.~l, or 

(\I) ,,~r~~ ~t _l?F c~ Wa WIlT' iII.-. ~ 
(~ .. ~ is ilL" ...... of.~)IQIU;JI .. ~cu-.. 
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be authorized withQut the concurrence of the Financial Adviser or 
his representative. The strict observance of this rule is automati-
cally en,ured as the Controllers 'of Accounts will not make any dis-
bUrsements in respect of charges not covered by regulations or 
Gov.ernment orders or in respect of proposals involving fresh expen-
diture unless a duly authenticated copy of the order has been for-
warded to them by the Ministry of Finance (Defence). 

The according of financial concurrence by the Ministry of Fin-
aqce (Defence) f~lls g~n~r~ly in three more or less well defined 
&ta~s-

(1) the examination of the proposal on its merits; 
(2) tile assessm~nt of th:e financial effect; 
(3) if the proposal is accepted. the careful examination and 

vetting of the final orders before issue. 

Sometimes two or more of these stages are combined, but all propo-
sals having a financial bearing inevitably follow through this pro-
cess. This procedure ensures not only close and adequate control 
by Finance. but also enables them to give constructive suggestion 
and advice from the financial point of view at a fairly early stage 
of the consideration of a proposal. 

3. The Financial Adviser prepares the budget and other esti-
mates for the Defence Services and also furnishes the heads of the 
Branches of the Armed Forces Headquarters with all information 
at his disposal to enable them to discharge their financial responsibi-
lities in respect of the grants allotted to them and advises them in 
regard to the preparation of proposals and the disposal of financial 
business generally. 

In addition to these functions, the financial Adviser is also the 
Chief Accounting Officer for Defence Services. It is in this capacity 
that he prepares the Appropriation Accounts for thE' Defence Se1'·. 
vices. The Financial Adviser is also ultimately responsible for the 
internal audit and accounting of Defence expenditure, but this is 
discharged'thro'ugh the ~li1itary Accountant General. 

4. Military Accounts Depa:rtment.-The Military Accountant 
General is the head of the Military Accounts Department and tunc· 
tions under the administrative control of the Ministry of Finance 
(Defence). The functions of the Military Accounts Department are 
broadly the maintenance of the pay accounts of commissioned offi-
cers and other ranks, audit·, payment and accounting of all charges 
pertaining to the Armed Forces including bills for supplies and ser-
vices rendered, pay and allowances, miscellaneous charges, pensions 
etc. This Department is also responsible for the audit of store ac-
counts kept by the various units and formations (including Arse-
nals, w.or}(.s.nops, SJ~age Depots) in the three Services. In the 
-.. -...•... -- .. -.---.. -.--.--.-'-----~.----~- --- --.- - ._ ... _ ..... _--_ .. _ .. _---_ .......... -.... __ •... 

-The word" audit" iD this paragraph rrrcrs to the internal audit acrcised by ~br 
"i1j~ry ~cCol3ts ~~ent Md; ~ot ~o. ~tati;lto,ry .. a,~it It f'xerctsed ~y,~e 
fa1P.~rollcr ~4 4u~~or tm~~· .Qver~" .4 a~:-r~ !.hI' .1.~t;r~,,1 ~~lt C:X~iJ,c,(f 
~ " • •. I. I. t be ence ndttuJ'(' IS aJso IUS lble 10 bj"~~1 y~O!pl ~~"'~'!""-~r ·r"'-~~~"'-II·.' ·\ .. .: .. ' • .:.~.,..2f .. "Atialt' . Y a 'test aUU"~l . 01) ...,nal 0 Ule- tlOinPll'O er __ ..... A_to.r 

Elede~. lifchb'dOiae BY'I.e., icCtor of ~, ~Servia:.i.. bit'" 
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case of the Ordnance Factories and the Dockyard, the store and 
manufacturing accounts are actually kept by the Military Accounts 
Department. They also maintain certain accounts relating to the 
Military Eneineer Services and audit the construction and otherac-
counts regarding works projects kept by the M.E.S. In addition to 
these duties, the Controllers of Military Accounts function as local 
financial advisers to the General Officers Commanding-in-Chief, 
Commands, Area Commanders, etc. 

The organisation of the Military Accounts Department corres-
ponds broadly to the organisation of the three Services. Thus in 
the case of the Army, we have got a Command Controller of Mili-
tary Accounts for each of the Commands. In addition, there is one 
Controller dealing with all military pensions and another dealing 
with all Ordnance and Clothing Factories. Besides these, there are 
also two Field Controllers of Military Accounts, one at Poona fen-
dealing with the pay and allowances of Commissioned Officers of 
the Indian Army and maintaining their accounts. and the other with 

. headquarters at Secunderabad for dealing with the pay and allow~n­
ces of the Other Ranks of the Army. The latter has local field pay 
offices all over India, working in close association with Regirnental 
Centres and Depot offices. All these Controllers deal mainly with 
expenditure, incurred by the Army. For dealing with Air Forces, and 
Navy expenditure, respectively, the Military Accounts Department 
has a Controller of Air Forces Accounts and a Controller of N'lval 
Accounts. 

APPENDIX C 
SUBJCET.--Procedure followed in regard to the Budgetary CO'ntrol 

over Defence Expenditure 

The expenditure for which provision has been made in the De-
fence Services budget estimates falls broadly into following cate-
gories-

(1) Pay and allowances of personnel of the Armed Forces (ex-
cluding payments to temporary labour). 

(2) Payments to temporary labour employed in store depots, 
. factories, etc. 

(3) Transportation charges. 
(4) Miscellaneous expenses. 
(5) Payment for stores. 
(6) Works expenditure, and 
(7) Non-etJective expenditure. 

Expenditure falling into category (1) represents for the most part 
obligatory charges dependent upon the strength and composition 
of the armed forces employed by India. These factors are control-
led by policy decisions of the Government. of India and the respon-
sibility for seeing that those decisions, in so ,far a2 they involve 
cbanges· in the strength and compositjon of the . personnel of the de-
fenc~: services" are promptly carried intoetfect' will be~dertaken 
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by the central headquarters authorities; subordinate authorities will 
not be required (or in fact be in a position) to exercise any control 
over this category f1f expenditure. Accordingly no distribution of 
the provision for such expenditure will be made for purposes of 
budgetary control. 

Similarly. as regards non-effective-charges--category (7) -- it 
will be clear that these represent unavoidable commitments which 
are not susceptible to control against budget allotment by local au-
thorities, and no distribution will be made of the total provision 
for this class of expenditure either. 

Expenditure falling into categories (2) to (6), however, will 
in general be susceptible to control against budget provision by va.-
rious administrative and executive authorities subordinate to the 
Government of India and the following pafagraphs indicate how this 
control is to be exercised. For this purpose it will be convenient 
to deal with the following aspects of this matter-

(1) Initial distribution of budget grants, 
(2) Watching expenditure against allotments, and 
(3) Re-appropriation. 

Initial Distribution of Budget Grants 

2. The ultimate responsibility for seeing that expenditure does 
not exceed the corresponding budget aJlotment rests on the senior 
officer at central headquarters within whose general administrative 
control the relative activities fall. This responsibility is usually un-
dertaken on his behalf by the Director or other officer of corres-
ponding status who directly administers the activities concerned. 
Thus the Director of Military Training is responsible, under the 
Chief of General Staff, for controlling expenditure on specialised 
training institutions and schools, Director, Medical Services under the 
Director General, Armed Forces Medical Services, for controlling 
that on hospitals and so on. It is for these officers to see that the 
amounts provided in the defence estimates for expenditure falling 
into categories (2) to (6) mentioned in the preceding paragraph and 
subject to their respective controls are allotted to Commands and 
lower formations. 

The authorities at Armed Forces Headquarters responsible for 
allotting funds to lower formations will, in the first instance, keep 
back a certain amount as a reserve to meet any unforeseen calls from 
formations. But the actual amount so withheld initially in each par-
ticular cast' will be settled by the central headquarters controlling 
officer concerned in consultation with his Deputy Financial Adviser. 

It is left to authorities at lower stages in the chain of control 
to decide whether they in their tum should also hold in reserve 
portions of the allotments placed at their disposal. 

All communications of allotments from Armed Forces Headquar-
ters issue with the concurrence of the respective Deputy Financial 
Advisers and these orders are endorsed to the Military Accountant 
3-5 Compt. A.G./58. 
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General and Controllers of Accounts. Sub-allotments by Command 
01" formation Headquarters are also notified. to the Controllers of 
Accounts. • 

Watching expenditu.re against allotments 
3. It is the responsibility of the authorities to whom allotments 

are made to watch progress of expenditure and to see that the expen-
diture does not exceed allotment. In order to help the Controlling 
. authorities at Headquarters of Commands, Groups, Areas, etc., and 
unit or formation Commanders (in cases where allotment is made in 
respect of each unit or formation) to exercise proper control over ex-
penditure against allotments, the Controllers of Accounts render to 
the allottees monthly statements showing the serial numbers of claims 
admitted in audit and the amounts debited against the allotment. 
Bills, etc., sent to ControllerS of Accounts for payment or adjustment 
against a particular allotment are therefore serially numbered for 
easy reference. The Controllers of Accounts have also been entrust-
ed with the duty of keeping a watch on the progress of expenditure 
against sanctioned allotments and to bring to the notice of the al-
lattees and the immediate higher authorities, cases in which the 
progress Df expenditure is, in the opinion of the Accounts authori-
ties, aonormally heavy or unusually low. When such . casesal'e 
brought to the notice of the Controlling authorities they take adion 
(1) where expenditure in the past has been heavy to regulate their 
future expenditure so as to be within the allotment or to obtain 
from the higher authorities additional allotment explaining fully 
their reasons for asking for an additional allotment. Where addi-
tional allotment is required, -.action to obtain it, is taken sufficiently 
early in order to avoid delay in the settlement of claims. as Con-
trollers of Accounts may have to refuse payments in excess of the 
sanctioned allotment save in exceptional cases where. in the opinion 

• of the Controller, provisional payment in excess of the -allotment is 
justified and (2) where savings can be foreseen, to surrender such 
portion of the allotment as is not likely to be necessary for the rest 
of the year. 

Where additional allotment is asked for the authorities compe-
tent to sanction this additional allotment do so either from the re-
serve held by them or from the surrenders reported to them. In 
cases where the reserve is not sufficient for the purpose and no sur-
renders have been reported to them by the lower authorities, the 
additional allotment may be sanctioned with the concurrence of 
the Controllers of Accounts concerned in antiCipation of provision 
Of funds. All such sanctions are reported to their next higher 
authorities. When additional allotments are required to be sanc-
tioned by the Central Headquarters such sanctions issue with the 
concurrence of the Deputy Financial Adviser concerned. Applica. 
tions for additional allotments and reports of surrenders required 
to be sent to the Central Controlling authorities are routed through 
the Controllers of Accounts. 

ReappropriationB 
4. In the case of the defence estimates the' exist~g rules gov. 

erning reappropriation, that is the utilization of savings in the b~­
get Iftovision under one head to meet excess expenditure ullder 
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an other head, are contained in Financial Regulations, Defence Servi-
ces, India. An authority can of course on1y reappropriate in res-
pect of savings arising out of allotments placed at his disposal. These 
rules are subject to the following mOIHfications for the present. 

(1) Powers of reappropriation are exercised only by the Gov-
ernment of India and by officers of-

(8) Armed Forces Headquarters; 
(b) Command Headquarters; 
(c) Independent Area Headquarters; and 
(d) Group Headquarters. 

(2) In the case of direct controlling officers of these headquar-
ters, reappropriations are permissible only between control heads 
falling under the same sub-head. 

(3) The powers of reappropriation between different sub-heads 
falling under the same main head will be confined to Principal Staff 
Officers except in the case of Military Engineer Services which are 
governed by separate orders on· the subject. 

(4) Reappropriations between different main heads, and bet-
ween different sub-heads where no main heads exist under a major 
head or in cases in which more than one Principal Staft' Officer is 
concernt'd. will be made by the Government of India, Ministry of 
Defence. 

(5) All reappropriations are formally sanctioned and copies en-
dorsed to the accounts authorities. Re-appropriations are sanctioned 
by the Principal Staff Officers and the Ministry of Defence with 
the concurrence of the financial authorities at Central Headquarters. 

NOTE'-No fonnal "-appropriation is sanctiont"d for tralllierring funds under the same 
cOIltrol bead between Commands, Area', sub-areas, in.~tilutiollB, depots, rIC. Such transfers 
are dFectt:d by first withdrawing savings surrcndl'red by olle Command, ctc. ancl then re· 
aUnting as requirrd. 

Periodical estimates in respect Of locally controlled heads 

5. Headquarters of Commands and Independent Areas and Com-
manders of Units and Formations which are directly administered 
by tl}e Central Headquarters furnish, through the Controllers' of 
Accounts concerned, periodical estimates in respect of heads under 
which budgetary control is exetcised locally and these estimates are 
sent so as to reach the respective Branches at the Central Head-
quarters by the dates shown below :-

Preliminary Report for the current year.-15th AUguit. 
Preliminary Revised estimates for the current year.-5th Nov-

ember. • .. 

Revised estimates for the current year.-l5th December. 



so 
Forecast estimates for the ensuing year.~th November. 
Budget estimates for the ensuing year.-15th December. 

Nora.-Important correct iOns, ir any, to tbe Revised estimates for the current year and 
the Budget estimat(~s ror the ensuing yrar are eslimated as early as possibk but not later 
than 15th January. 

6. The fundamental rule on which the whole system of budgetary 
control may be said to rest is that no item of public expenditure 
may be incurred unless provision exists to meet it in the sanctioned 
budget estimate of the year concerned. This rule applies to the na-
ture of expenditure as well as the amount; in other words, the pro-
vision in the budget must have been made for the purpose of meet-
ing the particular kind of expenditure involved. Certain authorities 
are invested with limited powers of "re-appropriation"-i.e., trans-
fer of funds from one budget head to another-as explained in para-
graph 4 but with this exception, the rule referred to above is abso-
lute. It follows that each individual officer to whom any portion 
of a grant provided in the budget to meet a specified class of expen-
diture is allotted, is responsible for seeing that the allotment is uti-
lised solely for that class of expenditure and is not overspent. 

Equalisation Fund 

P 5. The Committee enquired the reasons for the decisions to 
eliminate the provision made in the Budget for Equalisation Fund 
referred to in paras. 6 and 7 of the Financial Adviser's General Re-
view of the Appropriation Accounts. The Committee were informed 
that the object of the Equalisation Fund was to see that there was 
no violent change in the level of defence expenditure from year to 
year. Before the war, the Defence Ministry was o}Jerating upon 
certain equalisatlon funds for the replacement of vehicles, aircraft 
and naval stores. During the war these funds proved totally inade-
quate for all the mechanisation that had to be undertaken and the 
stores that had to be procured. Due to the abnormality of the con-
ditions during the war, the budgeting procedure also underwent a 
radical change. After the war, the Committee were told, the De-
fence Ministry had a plan to revise these funds. They proposed to 
ask for a capital grant each year for a period of five or six years, so 
that they might be in a position to equip the Air Force and the 
Navy up to the contemp.1ated strength. As the reorganisation of 
these tWO Services was still underway and conditions were not sta-
ble as yet, it was conSidered neither practical nor worthwhile to 
create these funds at present although the idea had not been aban-
doned. The Committee desired to be informed in due course about 
the progress made in the matter. 

APPENDIX xm TO 'DIE PUBLIC ACCOUNTS COMMIT1'EE'S 
SECOND REPORT 1951·52 

Revival of equalisation fu.nds in the Defence Services • 
The object of an Equalization Fund is to ensure that there are 

no violent changes in the level of Defence expenditure from year to 
year, on account of periodical replacement of major items of equip-
ment like aircraft, naval vessels and vehicles. This object is normally 
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achieved by making an annual provision in the Defence budget, lUI 
c:ontribution to this Fund, for utilisation as and when funds are actu-
ally required for replacement of those major items. These annual 
contributions are based on the cost of the average lives of vehicles, 
aircraft, etc. 

2. This method of financing expenditure on replacement of major 
items of equipment is a natural corollary to a contract system of 
budgeting, which in turn can work satisfactorily only under stable 
conditions and when no major changes in organisation or equip-
ment are contemplated. As the Committee is aware the three Ser-
vices are still in the process of, reorganisatio~, with a view to main-
taining a balanced force for the defence of me country and it will 
take some years before their ultimate composition, strength and 
types of equipment are finally determined. Moreover, a large 
amount of expenditure is already being incurred in initially equip-
ping the two expanding Services, viz., Air Force and Navy, and 
in replacing. the war time vehicle fleet of the Army. In the circum-
stances, it is considered that it is premature to consider the revival 
of these Funds at this stage, and that the further examination of the 
question will necessarily have to be postponed for the next two or 
three years. 

Allocation of Defence works expenditure to 'Maintenance' O'f 
'Capital' 

P 6. The Committee considered the revi~ed works procedure re-
ferred to in para. 12 of the Financial Adviser's Review on the Appro-
priation Accounts. One important change mentioned in this para, 
was that alterations necessitated by technical or engineering reasons, 
as distinct from administrative reasons, were to be treated as re-
pairs debitable to Maintenance. The Committee were informed that 
the present procedure followed in relation to Defence works was 
that any original work involving abnormal repairs was treated as a 
capital expenditure. It was stated that the question as to whether 
such works should- be treated as capital works or as 'Mainte-
nance' was under consideration with the Finance Ministry. The 
Committee desired that the question of allocation of such expendi-
ture to 'maintenance' or 'capital' should be further examined in 
consultation with Audit authorities also and a report submitted to 
them in due course. (See also P. A. C. Second Report 1951-52, R 3). 

APPENDIX XV TO THE PUBLIC ACCOlTNTS COMMIT1'EE'S 
SECOND REPORT 1951·52 

Under the current M.E.S. works procedure the cost of abnormal 
repairs to buildings necessitated by technical reasons is being charg-
ed to 'maintenance' even if these repairs enhanced the capital value 
of the buildings. This practice is slightly different from the 
Central Public Works Department rule according to which any work 
which resulted in a genuine increase in the permanent value of a 
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building is treated as an 'original work'. This rule is appropriate for 
the C.P.W.D. to follow as they are concerned mainly with permanent 
buildings. In the case of the M.E.S. however it will not be reasonable 
to follow the same definition as they deal with altogether diftel'ent 
types of structures in these days. 

2. As is well.known Defence Services buildings were constructed 
to temporary specifications during the period of war an4 their life 
was expected to be about three years in respect of Hutted types, 
and about one year for Bash. type. The Basha type of structures 
has in general been declared unserviceable and has been either de-
molished or destroyed by weathering action, except for an odd few 
where the chattai matting walls over dwarf walls have been replac-
ed by full brick walling. The Hutted type of buildings although 
built for a life of 3 years. has served for more than double that pe-
riod already and will still be required to be maintained for a good 
many years until replaced by permanent construction. The Hutted 
type usually consists of brick walling with squared timber or bully 
trusses, purlins, ratters, manglore tiles or AC. or C.G:!. sheets thatch 
or country tile roof, cement or stone fellors, and unseasoned hard 
wood joinery in doors and windows. 

The timber that was available was usually unseasoned and borer 
beetle infested and straigh t from the forest, and we had to make 
the best use of it by improvisation. Most of the Roof Trusses had 
to be built up of short lengths with wooden pins, instead of normal 
solid le~ths and correct sections. The timber being unseasoned 
and inferior in quality and borer beetle infested, distortion by warp-
ping and breakages after short period was a common occurrence. 
Joinery in doors and windows being also of raw timber, warping 
was most severe. • 

3. It may be stated that a major portion of M.E.S. estimates for 
abnormal repairs pertains to replacement of such timber in roof 
trusses, purlins, common rafters, battens, verandah posts and bres-
summers. Repairs to such types of structures could hardly be cover-
ed. by the normal maintenance allowance laid down in the Regula-
tions. As already pointed out. most of the Hutted accommodation 
has to be kept in a full state of repair until permanent accommoda-
tion is built. The work is a normal repair but as the same feature 
appears in a series of buildings and simultaneously, it must be treated 
as an abnormal repair work. Since abnormal repairs of this kind 
are essentially repair work, the cost should follow the incidence of 
normal repair, even though in some cases the capital cost of the 
buildings might appreciate on account of the superior quality of the 
-material used or superior specifications adopted for carrying out 
these repairs. 

4. This question has been re-examined in cousultation with Au-
dit as suggested by the Committee and for the reasons stated above 
it has been decided to adhere to the practice hitherto followed. As 
suggested by Audit, instructions will issue shortly asking the engi-
neering authorities to suitably enhance the rental value of buildings 
which have been improved as a result of these abn.ormal repairs. 
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Verification of Ground Balances of Mili:ary Stores 
P 11. The Committee observed that the certificate of the Mili-

tary Accountant General reproduced at page 11 of the Appropria-
tion Accounts of the Defence Services for the period from 15th Au-
gust, 1947, to 31st March, 1948, indicated that in some cases store 
accounts were incomplete or not maintained at all, and the exis-
tence of stocks was not verified by physical count by the executive 
authorities in due time. There were also instances which disclosed 
considerable difference between the counted ground stock and the 
ledger balance. The Committee felt that once the paper balance 
and the ground balance did not tally, there was a great danger of 
any kind of irregularity including fraud taking place any time. It 
was explained that a correct account was kept of the incoming re-
ceipts and the new issues but the Committee felt that so long as 
the book balance of any commodity was different from the ground 
balance, it woukl not be possible to find out whether the mistake 
took plact· in ... later period or at any earlier period. In the resultJ 
even though the current procedure was fairly settled the door woula 
still be open for irregularities taking place. The Committee were 
informed that soon after the termination of war an authority was 
given by thc Government of In.dia to draw a line across existing 
ledger balances and to dra'V up fresh ledger balances correspond-
ing with the ground balances by actual cOllnt. That letter of .authori-
ty, however, contained various provisos that if there was any fraud. 
or irregularity. it would be gone into, but otherwise the matter 
would be regularised on the spot. The letter, however, conceived 
that the whole thing .should be completed quickly. In many cases, 
therefore, thp· ground balances were put down on paper without 
making complete check of them. Although there was a general feel-
ing that all was well and that the troubles were being got rid off, 
the position was that the ground balances which were certified as 
existent somt'where were in fact not in existence. In certain depots 
things were being set right quicker, but ill others the job was so 
difficult and so big that it had -not been possible to put them right 
fully. * * ... * The Committee thought that a target date should 
be fixed by which aU the ground balances of the. entire military 
stores should be verified and correct balances under each category 
of stores entered in registers so that there was no room for any 
irregularity or fraud thereafter. The Committee impressed upon 
the Ministry the urgency of the completion of this work as it was 
a matter of great importance and every care should be taken to put 
the matter on a satisfactory footing. The Committee desired to be 
apprised in due course of the progress made in this respect. The 
Committee also wanted to know the total value of stores under each 
category on hand on the 15th August 1947 and 31st March 1948. 
APPENDIX XVI TO mE PUBLIC ACCOUNTS COMMnTEE~ 

SBCOND REPORT 1951-5! 
MINISTRY OF DEFENCE 

Verification of Ground Balances Of Mili~ary Stores 
In para. 11 of the Proceedings of the Public Accounts Committee 

on the accounts of 1947-48 (post-partition), the Committee desired 
that they should be iilf-ormed of the progress made in regard to the 
fixation of a target date by which all the ground balan'Ces of the 
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Military Stores should be verified and correct balances under each 
category of store entered in registers so that there was no room for 
any itTegularity or fraud thereafter. The position in respect of each 
category of stores is as follows :-

AnnJl Seruiee CDf'pS Stores 
Stock verification is carried out by the Supply Depots every 

month and any balance not accounted for is entered in the ledgers 
after investigating the cause for the discrepancy. The fact that 
monthly verifications are carried out regularly 1?y Officers Com-
manding, Supply Depots, is verified by the local audit authorities 
quarterly. The need for fixing a particular date for verification of 
ground balances does not, therefore,arise. • 

OTdnance StoTes 
Large quantities of Ordnance stores at present held in the vari-

ous Depots were procured during the period of the war in packages 
of all sorts and i!l a large number of cases the markings outside these 
packages bear no relation either in type or in quantity to their con-
tents. It will therefore be appreciated that before a thorough stock 
verification is carried out, it is necessary in the first place to exami~e 
systematically all the packages for their contents. With this end 
in view; a re.organisation programme is in progress in the various 
Ordnance Depots, under which all doubtful boxes are to be checked 
and re-packed. The number of doubtful packages is very large 
and the check entails :-

(a) opening of the packages; 
(b) checking of contents in regard to quantity and condition: 

and 
(c) preservation and re-packing of the contents. 

As at present planned, 31st March 1954 has been provisionally 
fixed as the target date for complete stock verification in this man-
ner. On account of the enonnous magnitude of the task involved, 
it is not possible to fix an earlier date, considering the rather limited 
trained manpower and financial resources that can be made avail-
able for the purpose . . 

Engineer StoTes 
Under the existing rules, all stores are required to be checked 

100 per cent. annually. This is now being done in the case of all 
Engineer Stores Depots except in one which holds a considerable 
proportion of stores back-loaded from, Engineer Stores/Parks and 
other Store Holding Formations. on their closure. In view of the 
magnitude of the task involved, this Depot has been re-organised 
and 1st April 1952 has been fixed as the target date for the comple-
tion of physical verification of stores. 

Naval StOTe. 
According to the existing instructions, a complete cycle of stock 

verification of all stores is carried out in Naval Stores Depots, Ships 
and Establishments once every 12 months and the balance in the 
ledgers is adjusted as necessary from the stock taking reports. 
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Air Force Store. 
. The stock holding formations of the Air Force are faced with 

difficulties similar to those in Ordnance Depots. A thorough exami-
nation of the stocks held is necessary, and on account of lack of 
trained staff, 100 per cent. verification will take a number of years. 
Nece6sary statistics are, however, being collected to assess the 
magnitude of the work involved. On examination of the statistics, 
a iarget date will be fixed and the conclusion reached by Govern-
ment will be communicated to the Public Accounts Committee in 
due course. 

Medical Stores 
At present, receipts and issues are properly accounted for and 

relevant registers and supporting documents are being maintained 
accurately. Stock verification is carried out periodihlly in medical 
store holding units. Final figures arrived at, after completion of 
the cycles of stock verification each year, are treated as firm open-
ing balances for the succeeding year. The question of fixing a tar-
get date for the verification of ground balances does not arise. 

Factories 
There are 1,191 items of which physical verification was not 

completed by the due date, viz., 31st March, 1948. All these items 
except 5 were subsequently checked. These five are items of scrap 
of which large stocks exist and are widely scattered, making physi-
cal verification .impracticable as such scrap is difficult to handle and 
100 per cent. weighment would require considerable labour, occupied 
over very long periods. In addition, verification would involve dis· 
organising labour and tran!ij>ort used for production. It is, however, 
the intention to verify these 5 items as soon as stocks drop to a level 
making it economical to do so. 

2. The Public Accounts Committee also desired that they should 
be furnished with a statement showing the total value of stores 
under each category on hand on the 15th August 1947 and 31st 
March 1948. In this connection it may be stated that in the Defence 
Services all store accounts are maintained on a quantitative basis 
and no priced stock accounts are kept except in the case of Facto-
ries. In order therefore to determine the value of stores held on 
a particular date, the stocks held on that date in the various De-
pots will have to be ascertained and then priced. The magnitude 
of this task may be visualised from the fact that the nwnber of 
items involved is over five lakhs in the case of Ordnance stores, 3 
lakhs in respect of Air Force and nearly 76,000 in the case of Navy 
and all these stores are held in Depots situated all o,'er the country. 
Some of the depots (in existence on 31st March, 1948) have since 
closed down and the information relating to the stock held by them 
at the time may not now be forthcoming. In addition prices are not 
available in respect of a substantial portion of the stores obtained 
during th~ war from abroad. Even if some special arrangements are 
made to collect the necessary data-which incidentally will involve 
considerable time and labour and appreciable· extra expenditure-
it may not be physically possible to get the work completed within 
a reasonable period of time. It is therefore regretted that it is not 
possible to furnish the information asked for by the Committee. 
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Disposal of surpl1&3 or uuerviceable Defence Store, 
P 13. The COlJUIlitteeproceeded to consider the ques~on of dis-

posal of surplus stores. It was explained that the term 'surplus' did 
not necessarily mean 'excessive to requirement', but implied in the 
technical sense that the stores had outlived their normal life of ser-
viceability and were no longer required for further use. 

Over-estimating of Defence Works Expenditure 
Pl6. The Committee referred to Appendix F to the Appropria-

tion Accounts showing cases in which actual expenditure on works 
estimated to cost more than Rs. 50,000 had varied from the original 
estimates by more than 20'%. It was noted that almost all cases. 
mentioned therein refiected over-estimating of works expenditure. 
It. was stated that most of the works referred to were war-time jobs 
and had to be abandoned owing to the termination of war. Neve'!-
theless the Coqlmittee urged that eft'ective machinery shouJd be set 
up to ensure the preparation of estimates of eXpE'nditure on works 8S 
accurately as possible ·and the schedule of rates which should be in. 
conformity with the rates agreed to by other Departments, namely 
the C.P.W.D. and the Railways should be strictly adhered to. The 
Committee wished to be informed how the authnrities were planr"tng 
to avoid recurrence of such instances of over-estimating in future. 

Instructions had been issued to all Chief Engineers, to enBU1'e 
that estimates are prepar:ed more realistically, anticipating market 
trends as accurately as possible. on the basis of prevailing con-
tractors, percentages in the area, prices of materials and labour and 
any other known factors affecting the estimates. 

Fixation of the amount of imprest of Military Oflicers 
P20. The Committee considered para 20 of the Audii Report re-

garding imprest-holders' account. The Committee wanted to know 
whether Government had accepted the suggestion of the Audit 
authorities for the restriction of the amount of imprest on the basis 
of actual immediate requirements and the periodical verification of 
balance being made by thp. officers of the Military Accounts Depart-
ment. (See also P. A. C. Ninth Report 1954 Volume!. R. 57 and P 85.} 

APPENDIX XXII TO THE PUBLIC AOCOUNTS COMMITTEE'S 
SECOND REPORT 1951-52 

MINISTRY OF DEFENCE 

'" '" • '" '" 
It has been agreed that the following procedure should be ad-

opted: 
<a) The maximum amount of cash balance that can normally be 

held at any time by an Imprest Holder should be fixed by 
Brigade or equivalent Commander in cDnsultation with the 
F.e.M.A. (0. & C.H.), Clearing House, Poona. 

(b) Should the circumstances warrant a change in the amount 
of Imprest, such increase or decrease will be subject to the 
approval of the sanctioning authority. 
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(c) The amount in the hand of an Imprest Holder will be re-
stricted by the sanctioning authority to actual and immediate 
requirements, and will not normally exceed ten days' re-
quirements. Cash for payment of normal pay and allowances 
in the first week of a month may, however, be obtained on 
required basis. 

(d) Use of Emergency Cash Requisitions· should be resorted to 
in emergency only when time does NOT permit of fund::;. 
being obtained from the normal source. 

The above procedW'e will be modified, as follows, for units and 
formations located in the J. & K. area and elsewhere which have no 
banking facilities :-

(a) Divisional/Area Commanders may authorise unit'S to keep 
cash reserve up to a maximum period of 15 days' require-
ments. 

(b) Where it is not possible to anticipate demands, HQ Com-
mands may authorise units to keep cash reserve up to a 
maximum period of 1 month's requirements. 

(c) Demands for cash reserve for period exceeding 1 month's 
requirements, should be forwarded to Army HQ through 
F.C.M.A. (0. & C.H.), Clearing House, Poona, for sanction. 
(This will include any heavy cash reserve for winter months.) 

• '" '" '" '" 
Land Compensation 

P24. The Committee dealt with para. 6 of the Audit Report 
regarding overpayment of compensation for de-requisitioned land. 
The Committee observed that there was a lack of co-ordination bet-
ween the Defence and Civil Authorities which had resulted in the 
overpayment of a sum of Rs. 2 lakhs to the owners of the plots re-
quisitioned by the .Civil authorities. It was pointed out that this 
overpayment could have been avoided had either the R. A. F. autho-
rities brought to the notice of the Collector that the entire area 
covered by the two requisitions originally placed by them was not 
required for their use or alternatively the Collector had himself 
verified on the spot that the entire area requisitioned by him had not 
been taken possession of by the R. A. F. authorities. The Committee 
suggested that in order to obviate such losses being caused to Govern-
ment in future, a procedure should be evolved in collaboration with 
the Civil authorities and the Audit to ensure that no payments on 
account of compensation are authorized unless the certificate of com-
pensation is granted by the Military authorities requisitioning the 
land. 

APPENDIX XXIV TO TIlE PUBLIC 'ACCOUNTS COMMITI'EE'S 
SECOND REPORT U51-52 
MINISTRY OF DEFENCE 

• • '" '" '" 
3. With a view to avoiding a recurrence of such ,.instances. suit,.. 

able instructions are being issued to the Deputy Directors of Military 
Lands and Cantonments not to authorise payment of compensation 
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to the owners unless it has been certified by the competent officer 
of the unit for which the lands or buildings have been requisitioned 
tha.t th~ possession of the lands or buildings for which the compen-
sation IS payable, has been assumed by him and that the same has 
remained under his occupation for the period the compensation has 
beel). assessed. It is also being made clear that in the event of any 
overpayment or other- incorrect payment being made, the officer 
signmg the certificate will be held personally responsible for any 
loss caused to Government thereby. 

Accou..nting Of ooerhead expenses in Ordnance Factories 
P30. The Committee de.alt with para 2 of the Audit Report and 

desired that in the matter of accounting of 'overhead expenses' in-
asmuch as the charging of idle facilities to production cost was con-
cerned, certain commercial principles in regard to cost-accounting 
should be borne in mind. The Committee wanted that this aspect of 
the matter should be examined in consultation with Audit and a re-
port submitted to them in due course. 

The matter is still under the Consideration of the Ministry of 
Defence. 

Provisioning and accounting of food supply for the Defence Services. 
P3l. The Committee discussed the .procurement of food supply 

for the Defence Services. It was explained that every year in the 
month of November the estimated requirements for the next financial 
year duly approved br the Ministry of Finance on the Defence side 
were sent to the Mimstry of Food for approval. The estimate was 
reviewed by the Ministry of Food in consultation with the Minist.ry 
of Finance on the Food side and acceptance sent to the Defence 
Ministry. The Ministry of Defence decides about the quantity re-
quired by the Defence Services and also the standard of food articles. 
The Ministry of Food, on the other hand, makes arrangements for 
the supply of the required quantity and also advises on the substi-
tutes, if necessary. The Defence Services also maintain certain 
reserves and have arrangements for storage and safe custody of these 
reserves and steps are taken to guard against deterioration in the 
stocks. The Committee desired to know in detaU the rrocedure re-
garding supply of food articles to the Defence personne and to their 
families. As regards the food budget of the Defence Services, it was 
stated that the Accountant-General, Food makes the payment in the 
first instance and recovers it later from the Military Accountant-
General. The figures, therefore, ultimately appear in the budget of 
the Defence Services. 
APPENDIX XXVDI TO THE PUBLIC ACCOUNTS COMMl'I'TEE'S 

SECOND REPORT 1951-52 
MINISTRY OF DEFENCE 

• • • • 
The issue of rations to Defence Service personnel may be classi· 

fled into two categories :-
(a) Free issues. 
(b) Payment issues. 
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2. Free iBsues.-Free issue of rations is made to the service per-
soonel (rank and file) but NOT to their families or to civilians paid 
from the Defence Services-Estimates (except those in J. and K.). Free 
rations are issued at the scales laid down by the Government. The 
rations are drawn by units for their men from Supply Depots 
established in various military stations. Units then arrange cook-
ing of the meals for their men in unit cook houses. Men do NOT 
draw rations direct from the Depots. 

3. Payment issues.-Payment issues are made to the following:-
(a) Officers (other than in J. & K.) and officer cadets. 
(b) Other serving personnel living with their families who 

prefer to draw the ration allowance in lieu of free issue. 
(c) Serving personnel who draw ration allowance when it will 

NOT be administratively convenient for Gpvernment to· 
arrange free issue. 

(d) Families of serving personnel. 
(e) Military pensioners and their household. 
(f) Civilians paid from Defence Services Estimates and their 

household who may be permitted by Government to 
draw rations on payment. 

(g) Servants of officers, officer cadets and JCOs. 

4. AU payment issues will be strictly on prE:-payment i.e., the 
purchaser will pay in cash on the counter for the articles before re-
ceiving them. NO cheques are accepted in lieu of cash. Rations on 
payment are drawn from Retail Shops ASC/Unit ration stands. 
Monetary limits for the various categories of personnel have b.een 
prescribed. 

5. The scale of issue to service personnel will be the troops scale. 
Issue of rationed articles on payment to their families and entitled 
civilians will be restricted to the civil scale obtaining in the station 
concerned. 

6. The officer in charge Retail Shop ASC/Unit ration stand is 
personally responsible for seeing that NO payment issues of ASe 
stores are made except on pre-payment to an individual irrespective 
of his status and financial position. 

Agreement with Air India International Ltd. 

PM. The Committee considered Grant No. 92-sub-head D under 
which a sum of Rs. 98,00,000 representing the Government of India's 
share in the paid up capital of the Air India International Ltd., set 
up for the purpose of operating an air transport service between India 
and the United Kingdom was provided for during the year 1947-48. 
and desired to know about the working of and the Government's 
share of profit in this Company. The Committee were told that 
during the first year .of operations there was a loss of about Rs. 20 
lakhs, which Government had to make good in accordance with the 
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terms of the agreement with the Company. Apart from: this, the 
Government of India were paying a commission on bookings in India 
because the J\ir India International had no independent office of its 
()wn for making bookings here. Secondly they had got a right to 
get a certain percentage of a few annas per mile for the actual flights 
()f the aircraft. The Committee were further told that during the 
calendar year 1949, the Company had made profit and refunded to 
Government a sum of Rs. 31 lakhs in part payment towards the 
initial loss of about Rs. 20 1akhs. In reply to a question whether the 
freight rates for. the carriage of mail that were being paid to this 
Company were excessive, it was stated that the Government was 
paying on the basis of the rates fixed by the International Air Trans-
port Association on which all the Air-lines were represented. The 
Committee was anxious to know whether under terms of the existing 
agreement, the interests of Government were protected against any 
losses. and to what extent, any modification therein was necessary. 
It was explain¢ that under the agreement, the Air India Internatio-
nal was to be subsidized during the first five years and all their losses 
were to be met by Government. Thereafter the subsidy was repay-
able to Government out of the subsequent profits. Another point was 
raised about the exemption of this Company from the Payment of 
income-tax. The Committ.ee wanted to know whether such an agree--
ment had been entered into by Government with any other company 
whereby exemption from the payment of income-tax had been grant-
ed. 

APPENDIX XXI TO mE PUBLIC AVCOUNTS COMMlTl'EE'S 
REPORT FOR 1947-48 (POST-PARTl'110N) . 

MeID8raat1um No. 23-Aj2-51p dated the 15th Juuary. 1951 from the 
MiDIstry of CommunieatloDs re: Agreemeat with Air Inella 
IDterutieDal. 
The Ministry of Railways has offered the following remarks :-
"There is only one such case in the Railway Ministry. According 

to clause 11 of the agreement with Messrs. Schlieren, a Swiss 
firm. for the Manufacture in India of all metal light weight 
coaching stock, the Government of India would be liable to 
reimburse to them to the extent of the Indian taxes that may 
be levied on all payments made to them". 

Lapse of provision fOT work' expenclituTe 

P37. The Committee drew attention to the provision made for 
major works above Rs. 50,000 for which specific provision was made 
in the budget under Grant No. 92-Capital Outlay on Civil Aviation, 
but the works had not at all commenced. It was stated that the '1on-
commencement of the works was due to the non-conclusion of codal 
formalities. non-availability of material in full or due to difficulties 
in their transport and the delay caused in the payment of compensa-
tion fr>r land acquired and some other reasons. The Committee again 
observed that in this case also lack of foresight coupled with un-
satisfactory control over expenditure had resulted in huge surrender 
of funds and desired that in future before making provision in respect 
of major works, it should invariably be ascertained from the C.P.'\\" 
D. whether they were capable of. finishing th& job within the target 
date in order to avoid lapse of funds. 
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Contributions to the Renewal Reserve Fund (Posts and TelegraphR) 
P40. The Committee took. up para. 8 of the Accounts relating to 

the Renewals Reserve Fund and wanted to know as to why the rate 
of annual contribution to the Fund was not fixed on the basis of 
average lives of assets. The Committee Vlere told that at present an 
ad hoc contribution was being made to this fund in consultation with 
the A. G. P. & T. It was added that in view of the urgent need for 

. economy and the fact that they had got over Rs. 5 crores at the 
credit of the Renewals Reserve Fund. the Department did nnt con· 
sider it necessary at present to appoint a Committee for looking into 
this question. The Comptroll~r and Auditor-General drew attention 
of the Committee to a Memorandum submitted by the Posts and 
Telegraphs Department stating that the A. G. P. & T. had suggested 
that a stock-taking of all assets should be conducted for assessing the 
exact value of assets of the Department existing in the Indian Domi· 
nion after partition as well as those laken over from the ex-Indian 
States and that the present method of contribution to the Fund should 
be reViewed on the completion of this' valuation. The Comptroller. 
and Auditor-General further stated that according to his reading of 
the situation, it appeared that the Government was not keen on prn-
ceeding in the matter on a scientific basis as it might involve seWllg 
apart bigger sums of money for the fund. He, however, did not re-
gard the position as 'satisfactory'. The Committee desired that a 
uniform policy should be evolved by all Ministries for· allocating 
contributions to such funds constituted by them and that this matter 
should be regarded as urgent and gone into thoroughly by a Com-
mittee of experts. A detailed examination of tht" matter should be 
undertaken as already recommended by the previous Committee in 
para. 75 of their Report relating to the year 1945-46. (See also P. 
A., C. First Report 1951-52, R65.) 

APPENDIX XX TO mE PUBLIC ACCOUNTS COMMITTEE'S 
REPORT FOR 1941-48 (POST·PABTfI'ION) 

Memorandum in respect of Contrlbutioo to the Renewals Reserve 
FIIIld (Posts aad Telegraphs) 

2. A Depreciation Fund was established on 1st April, 1925 from 
which date the accounts of the Posts and Telegraphs Department 
were put on a commercial basis and the annual contribution from re-
venue to the Fund was calculated on the basis of certain assumed 
lives of the Capital Assets. This method was abandoned with the 
Institution of the Renewals Reserve 'Fund from 1st April, 1936 when 
it was decided that the contribution to the new Fund should be cal· 
culated on broader considerations, such as (i) the amount likely to 
be required for rehabilitation of assets and (ii) the amount of Capital 
at Charge. This revised basis was adopted in accordance with the 
views of the then Accountant-General. Posts and Telegraphs which 
were endorsed by the Public Accounts Committee in 1935. These views 
were expressed in the following words:-

"Instead of Depreciation Reserve Fund, calculated on a pseudo. 
scientific basis, the Department should constitut.e a Renewals .and 
Replacement Reserve Fund on the basis of what IS actually reqUIred 
year after year to cover renewals and replacements with a sD?-a.ll 
margin; the contribution to such a fund should of course be subJect 
tc? periodical review". 
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3. During the period from 1936-37 to 1949-50, a sum of Rs. 9,36 
lakhs (including special contributions of Rs. 1,50 lakhs in 1942-43 and 
Rs. 1,00 lakhs in 1944-45) was contributed from Revenue to the fund 
and a sum of Rs. 4,31 lakhs was withdrawn from it to meet the cost 
of renewals and replacements. After eliminating the share pertaining 
to Burma (23,61) and Pakistan (97,54) and meeting the loss (I,02tOO) 
on press traffic, the accumulated balance on 31st March, 1950 at the 
credit of the Renewals Reserve Fund stands at lts. 5,86 lakhs which 
l"epresents 14' 4% of the Capital at charge of Rs. 40,79 lakhs. 

4. It may be mentioned in this connection that the question of the 
method. of calculation of contribution to the Railway Depreciation 
Reserve Fund was considered recently by the Railway Convention 
Committee, 1949 on whose recommendations it has been decided by 
the Ministry of Railways that an ad hoc contribution of Rs. 15 cror~ 
per annum should be made to this fund for the quinquennium com-
mencing from 1-4-50. The accumulated balancE' a.t the credit of the 
Railway Depreciation Reserve Fund as on 31-3-1950 amounts to Rs. 
97 . 42 crores representing 13' 4% of the Capital at charge (Rs. 723' 8 
crores) on that date. 

5. In these circumstances, it is suggested that the basis, which 
was approved by the Public Accounts Committee in 1935 and whith 
has been foUowed ever since may be allowed to continue. If this 
is approved it is proposed to make an annual contribution of Rs. 75 
lakhs for the next 3 years and to review the position at the end ot 
that period. 

6. The Accountant-General, Posts and Telegraphs, has suggested 
that a stock-taking of all assets should be conducted for assessing the 
exact value of assets of the Department existing in the Indian Domi-
nion after partition as well as those taken over from .tht: ex-Indian 
States. The matter is under consideration. The present method of 
contribution to the Fund will be further reviewed on the completion 
of this valuation. 

NOTE.-- Set I'.A.C. 1940-41, P-811; 1941-411. R-14; 11)41-44. P-94 j 1944-45, P-1/6. 
(3rd sub-para.) and 1945-46, p-,S (Epitome Volume 1). 

Training of Audit and Accounts OfJicers in Railways 
P52. The Comptroller and Auditor-General informed the Com~ 

mittee that a procedure had been introduced whereby a few audit 
officers were posted to the Railway Accounts Organisation for a 
limited period in order to familiarise themselves with the account-
ing system obtaining on the railways and other problems in general. 
SImilarly t an equal number of Accounts Officers was placed at his 
disposal for training on the audit side. He hoped that by this inte:-
change of officers for a limited period both the Audit and Accounts 
side of the Railways would become more efficient and better organi&-
ed. 

Method of calculation of the operating cost 

P55. The Committee then took up para. 15 of Part I of the .oc-
counts showing the operating ratio for the period under report. The 
Committee discussed at great length the general principles underly. 
ing the method of calculation of the operating cost. It was stated that 
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in former days the Company-managed· Railways would buy locomo. 
tives at a cheaper rate. build the wagons in a particular way, obtain 
coaches manufactured:>f inferior steel and so or~. But today the 
Ministry of Railways from the Centre determined the standard of 
passenger amenities to be observed on all the Railways. The loco-
motives of the accepted standard were bought for the entire railway 
system without any reference as to what effect it would have on the 
finances and operating cost of a partillular Railway. Furthermore. 
under the present system, the terms and conditions of employment 
were regulated by central directions from the Ministry of Railways. 
In these circumstances. the operating ratio was not necessarily a 
reflection on the efficiency of the Railways. It was stated in this 
connection that tlte operating cost included only the working ex-
penses plus the appropriation to the DepreCiation Fund but not the 
interest charges. Further, a factor which should be borne in mind 
when considering the operating cost was that constant adjustments 
in the rating policy of the railways had to be made consistent with 
the economic policy of Government. For instance, coal was being 
carried at a concessional rate because if the full rat"J were charged, 
it would upset the price structure and disturb the economic system. 
It was contended that as all these factors necessarily affect the parn-
jngs of the railways. the operating ratio had lost its original signi-
ficance. The aim that the Ministry of Railways had set before them 
was to balance the revenues and expenditure and not to make much 
pr(\nt nor to sustain any loss. 

P59. ............ It was again emphasized that the railways were 
not operated purely on commercial principles, but they had to fulfil 
a complementary role in the economic development of the country. 
The Committee considered that although the operating cost was not 
the only test by which the working and efficiency of railways could 
be judged, nevertheless it was an important test and it had its own 
significance in assessing the results of the working of the railways. 
The reasons for high operation costs should always be analysed in 
order to see whether they are satisfactory. 

Commercial principles jor Railway Collieries 
P69. The Committee then considered the Balance Sheets of 

Railway Collieries and Statement of all-in-cost of coal, etc. for the 
period under review. The Committee were told that the Railway 
Board owned the Railway Collieries and the Ministry of Industry 
and Supply were the managing agents and the whole position was 
rather unsatisfactory. The Committee were told that one of the 
points which the Convention Committee had examined was the over-
capitalization of the Railway undertakings and the collieries formed 
an integral part for capital purposes of the Indian Railway undertak-
ings. The Committee observed that there should be no over-capita-
lization and commercial principles should be adopfed for purposes of 
providing for depreciation in the case of collieries. 

NoTl':.- Su P.A.C. 19:z7-2B, R-70 ; 1928-29. R-13; 1929"30 • P-49 and 1934-3:' 
Appendix VI-Part II (Epitome VoIum(' J). . 

Measures. to improve efficiency of the Audit Department. 
P1l4. Before the Committee concluded its deliberations, the Com-

ptroller and Auditor-General reviewed the measures adopted by him 
in strengthening his Department and improving the efficiency of 
4-5 Compt. A. 0.{58 



audit. He stated that the Audit Mci A.cc:ount~DePJlrt~t suffered 
very greatly during ttte war as a result of certain policies in regard 
to rela¥8tiDn .of audit-During tbe war f-ecruitment was stopped when 
at the same time the activities of Government increased enormous-
ly. In the matter of accounting itself many complexities arose as 
a result of Government underteking novel and complex activities 
in regard to state Trading, purchases of supplies etc. The position 
was further aggravated by taking away audit and accounts officers 
on deputation to other Ministries. All this resulted in' relax,tion of 
audit and the accounts got into a mellS. The C~ptroller and Audi· 
tor--General had prepared a two years plan for recruiting suitable 
men to the Department and for providing a course of training at 
the various training centres. He had under conaideration other plans 
and he hoped to strengthen the Department further to cope with the 
enormous activities that it had to shoulder. 

The Comptroller and Auditor-General thereafter stated that the 
important problems before him could be summed up under f.our 
heads:- . 

(i) To raise the standard of Accounts Officer in the Part A 
States to the pre-war level and to increase efficiency in 
Accounts Offices in Part B States which had just come bver 
to him in a chaotic condition; 

(ii) Audit of foreign transactions, especially in the Supply 
fteld; . 

(iii) Separation of audit from accounts; 
(iv) Audit of receipts. 

As regards the first item, the Comptroller and Auditor-General' 
assured the Committee that he had the position u~deJ; his control 
and constant review, but as the whole process was likely to take some 
time, the results of the policies pij.1'S~d by him could only bear fruit 
after sufficient time had elapsed. As regards the second problem 01.%., 
audit of foreign U·ansactions, the Comptroller and Auditor·General 
stated that it was necessary to organise a sma}] ~udit office in Wash-
j,nglon and to add some more staff to the Audit Office in London for 
inspection purposes. He said tha.t both the matters were under his 
-consideration. 

With regard to the separation of .Audit from Accounts, the Com· 
ptroller and Auditor-General expressed the view that this was very 
important problem and in no country of the world, his counterpart 
was required to maintain accounts in addition to carrying out audit 
functions. He said that the principle of entrusting accounts functions 
to t..."le Comptroller and Auditor-General was quite wrong and it de-
tracted considerably from the responsibility of the administration 
itself for rendering accounts. It was the d.uty of ~ach Administration 
to keep its accounts, to watch the progress (If expenditure so that it 
functioned properly and effectively. The Admini~tration will bt~ a 
live organisation only when the excessive centr::.l financial control 
was eliminated and more responsibHity in the fiejd of Financial con· 
trol and Accounts was delegated to them. _ . 

The Comptrollel' Blld Auditor-General said that the !aurth l'e· 
form of taking "p . .au(iiit ()freceipts was~a4emi,ca1 a.t the mOJ;nc.nt 
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u there were man-power difficulties. This matter eould be seriously 
considered on.ly when the meR. were trained and they were fit to take 
up the work. 

The Committee endorsed the views of the Auditor-General and 
observed that the Comptroller and Auditor-General should be pro-
vided with adequate facilities to enable him to g·o ahead with his 
schemes and to provide for more efficient audit. 

Di8CU8sion of P. A. C. RepoTt. on the accou.nts reZating to Pre-parti-
tion period by the Parliament-

P'J. (Page 112 of the Report.) The Committee considered a 
Memorandum (Annexure) on the question whether the Reports of 
the Public Accounts Committee on the Accounts relating to thl" pre-
partition period, i.e., up to the 14th Au~ust 1947 should be' discussed 
in the House. It was agreed that these reports should only be laid 
on the Table of the House and not discussed. 

APPENDIX XXII TO THE PUBLIC ACCOUNTS COMMlTl'EE'S 
REPORT FOR 194'7-48 (POST-PAR'M'ION). 

ANNEXURE 
Memorandum setting out the Question whether the Reports of the 

Public ACC6Wlts Committee Oft tlte aecounts relating to the pre-
partltlOlleperiod, I.e., up to the 14th Aupst 194'7 should. be dJs-
cUll8ed in the House. 
During the debate on the 31st March 1948 in the Constituent 

Assembly (Legislative) on the motion for election of members to the 
Public Accounts Committee, there was considerable criticism of the 
decision of the Ministry of Finance not to prepare the Appropriation 
Accounts which were outstanding at the time of the partition of 
the country except in respect of the Defence Services, expenditure, 
which w~re necessary for purposes of sharing military expenditure. 
These accounts relate to the period from the 1st April 1945 to the 
14th August 1947. The Ministry of Finance felt that there had been 
a misunderstanding about the actual position of these accounts ane 
accordingly clarified it in their Memorandum, dated the 20th May 
1948, addressed to the members of the Committee, the substance of 
which was: 

(1) The decision to discontinue the work on the Appropriation 
Accounts was due to a genuine doubt as to the competency of 
the Legisl~ture (1948) of either Dominion or the Public Ac-
counts Committee elected by them to scrutinise the Appro-
priation A~counts of the undivided Government as also to the 
inadequacy of the staff to take on this additional work. There 
was also the fact that consequent on intertransfer of staff 
between the two Dominions. it would have been difficult to 
obtain suitable explanations or fix responsibility for irregu-
larities which had occurred before the partition. 

(2) The Accounts Officers concerned have, however, been instruct-
ed to complete the a('counts for the pre··partition period in 
accordance with the normal procedure to which the ordinary 
process of audit will be applied; and the non-preparation of 
the Appropriation Accounts would not the:-efore mean that 
there will be no accounts at all for that pedod. . 
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(3) The Ministry of Finance had reconsidered the position in the 
light of the debate in the House and . proposed tbat-

(i) the Appropriation Accounts for the year 1945-46, on which 
work had reached an' advanced stage should be completed 
and placed before the Public Accounts Committee; 

(ii) for the years 1946-47 and 1947-48 (pre-partition period) the 
Public Accounts Committee could examine the Finance Ac-
counts prepared by the Auditor General along with a 
memorandum, which the latter would prepare, for the con-
sideration of the Committee, and which would bring out 
the important financial irregularities ordinarily appearing 
in the Appropriation Accounts. 

2. At the same time, the legal aspects of the case also' were exa-
mined by the-Ministry of Finance, in consultation with the Ministry 
of Law. and explained in a Memorandum which was placed before 
the Public Accounts Committee at their meeting held on the 8th 
September. 1948. The poi.nts mentioned in .. hat Memorandum 
were :-

(1) The statutory obligation of the Auditor-General under the 
• Government of India Act, 1935, as adapted, an. the Go, vern-

ment of India (Audit and Accounts) Order, as amended. to 
compile the Appropriation Accounts is onjy in respect of the 
period after the establishment of the Dominion and not for 
the peribd prior to the 15th August 1947; and that in com-
piling any such account, he would not be discharging a 
statutory functio!'. 

(2) The Legislature of the Indian' Dominion and tlte Public Ac-
counts Committee elected by them are t('chnically not com-
petent to deal with the accounts of undivided India. 

(3) The authority of the Government of India and of the Legis-
lature of the Indian Dominion does not extend to the period 
when they were not in existence and they cannot, therefore, 
regularise the excess over grants, voted or non-voted. in the 
pre-partition accounts. 

(4) In view of the legal position explained, -the Public Accounts 
Committee, in dealing with the pre-part~tion accounts will 
not be discharging a statutory function but will only be help-
ing the executive government to take adequate action in the . 
matter of disposal of financial irregularities pertaining to the 
Indian Dominion brought to their notice. 

(5) These Accounts and Audit Reports and the Reports of the 
Public Accounts Committee thereon will not be laid before 
the Legisiature or debated by it as section 169 of the Gov-
ernment of India Act, 1935. as adapted, relates only to the 
accounts of the Dominion. They may be pJaced in the Library 
of the House for the information of the members and action 
taken by Government, as usual, to implement the recom·, 
mendations of the Public Accounts Committee. 



REPORT ON AccouNTs 01' 1947-48 (POST-PA.RTITION) 47 

3. The Public Accounts Committee, having considered the legal 
position recommended as follows:-

"Normaily these excesses will have to be voted by the Legislature. 
But we are advised that technically it is not within the com-
petence of the presenl Legislature to deal with the excesses 
which relate to the pre-partition period and we accordingly 
recommend that. no. action need be taken to regularise them." 

The Committee did not comment on the point that these accounts 
and reportS need not be laid before the Legislature or debated by it. 
Having accepted, however, the legal position as explained in the 
Ministry of Finance Memorandum, it would appear to follow that the 
Committee also accepted the position that these reports etc., need 
not be laid before the Legislature. 

4. In view of the fact that these accounts and reports relate to 
the pre-partition period and are more than three years old and in 
view of the legal position explained, it is proposed that they may be 
laid on the table of the HousE:' but no debate should take place. The 
Committee may kindly c~nsider this question, and if approved. re-
commend thios course of action to the House. 

Examination of the Accounts and Report by the P. A. C. before 
Presentation to Parliament 

P4. (Pt' -:;e 115 of the Report.) The Committee took up for con-
sideration a recent reference received from the Ministry of Finance 
proposing that in view of the strong views held by.he Comptroller 
and Auditor General a working arrangement under which the P.A.C. 
would e~amine the Audit Reports and Appropriation Accounts only 
after they had been laid before Parliament, might be adopted. After 
a brief discussion, it was decided to circulate relevant papers con-
taining the opinion of the Ministry of Law, the views of the Auditor-
General and the orders of the Hon'ble the Speaker on the subject to 
the members of the Committee. 

P3. (Page 117 of the Report.) The Committee noted the decision 
of the Honourable the Speaker that it was competent for the Public 
Accounts Committee to begin the examination of the Reports and 
Accounts as soon as they became available, but they should not sub-
mit any reports thereon to Parliament before the Accounts were laid 
on the Table of the House. 

The Hon'ble the Speaker of Lok Sabha has recorded the follow-
ing decision: - . 

"I do not see the point in sticking to the formality of examination 
after the reports are laid before the Parliament. It appears to me 
that as hitherto the Public Accounts Committee may begin the exa.-
mination of Reports and accounts as soon as available 80 that the 
Committee will have more time and greater leisure for doing their 
work but they should not submit any report thereon to the House 
before the accounts are laid on the Table of the HOWIe. I have no 
objection to authorise the Committee specially as the C. & A. G. 
wishes. What we want is an examination before the matter gets stale. 
The technicalities ought not to hamper or defeat the very object of 
e.ramination by Pubbc Accounts Committee by, delays." 



A 'lLdit of Receipt. 
P6. (Page 116 of the Report.) The Committee discussed the 

question of purpose and scope of Audit of the Accounts of the Indian 
Union and also whether the Committee should require the Com-
ptroller and Auditor-General of India to give the Committee a 
report on the audit of Revenues and Receipts of the :Indian Union. 
The Committee ap-eed that it was com.pe\ent to eonsider such matters. 
• • • • • *The Committee felt in this connectlon that unless they exa-
mined the receipt side of the accounts of the Indian Union, their 
examination of the accounts would not be complete. The" Committee 
considered that matters arising out of the ways and means policy of 
the Government also fell witnin its·'purview. . 

NOrl.- Sit P.A.C. 1 923-1I4. R-4o-41; 1924'25. R'29; 1925'116, R-29-34. 19~27 
R'lIO(6) and 21 (i) and 1927-28. R.19 (Epitome Volume I). 

Form and Structure 01 the Report tY/ P.A.C. c-nd conBideratioo of 
, Finance Accounts 

P3. (Page 118 of the Report.) A reference was made to the 
letter dated the 3rd March. 1951 from Prof. K. T. Shah suggesting 
the form and structure of the Report of the Public Accounts ,Com-
mittee. and also the examination of the Accounts covering the Re-
venue side, Public Debt and the Liabilities and Assets of the Gov-
ernment as deduced from the balances recorded in its books. The 
Comptroller and Auditor-General informed the Committee that 
• • ." ·since the Finance Accounts were also 'Public Accounts' the 
Public Accountl Committee was quite competent to take up the exa-
mination thereof simultaneously with the Appropriation Accounts of 
the corresponding year. The Committee held a brief discussion over 
the other paints raised in Professor Shah's letter referred to ibid 
inasmuch as they related to the form of the Report of !he Committee 
on the Accounts of the year 1947-48 (post-partition). It was decided 
that while presenting the Report to Parliament, the Chairman might 
add some of the points raised during the course of the discussion in 
the introductory part of the report. (See also P.A.C. First Repo'rt 
1951-52, P 3-6 of Appendi:r LI.) 

ANNEXURE B TO APPENDIX U OF THE PUBLIC ACCOUNTS 
coMMrri'EE's FIRST REPORT 1951·53 

Copy of a letter dated the 3n1 March, 1951 from ProfessOr K. T. 
Shah, Member, PatJlament ., 1DdIa. to Shrl M. N. Raul, Secretary 
to Parliament. New Deihl. 

I have gone through the Draft Report attached to the above 
Jetter, and have to make the following suggestions regarding the 
form and structure of the Report, as wE'll llS the order of its 
contents. 

2. Looking at the draft as it stands, it seems to me that it starts 
and proceeds much too abruptly. Discussion of individual depart-
ments begins at once, without any preface or introduction; and 
that presupposes not only an amount of·familiarity with the working 
of the National Financial System but also with the underlying prill-
c:ples regarding its a~couDtiftg and auditing by the Public Accounts 
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Committee of a sovereign Partiameat. Tbe facts, however, do not 
correspond: to these assumptions. Many Members are new to this 
Brancb of Parliamentary work. Several.lso lack adequate 
acc:tuaintance with the theory and pra<!ticeof Public Finance, its 
accounting and audit. 

:1. I would aecordingly suggest that there should be, at the corn-
mencement of the Report. an Introductory Section. It should 
briefly layout the nature and scope of the Public Accounts Com-
mittee's work. In the forefront, I would suggest, there should be 
a statement of facts, giving the appointmen! of the Committee, its 
composition, and the number of meetings held as well as the indivi-
dual attendance thereat, and the programme of, work before each. 
The last may well be in an Appendix if you so think proper. But 
I think it is necessary, if only to show the degree of enthusiasm and 
earnestness shown by the Members in the work of the Committ-ee. 
It would, besides, be nothing more than a statement of facts which 
is commonly given by all other Parliamentary or Government Com· 
mittees in the very first Chapter of their Reports. or in an Appetldix. 
We would. therefore, be doing no more than following a well-
established procedure by adopting this method. 

4. The Second Section should, I think, give an idea or t?xplana-
ti:m of the terms of reference. There are perhaps no precise terms 
of reference, as such, in the Resolution appointing the Committee 
of Public Accounts. Nevertheless. it is desirable to have an idea 
of t.he scope and nature of the Committee's work, and the most 
effective mode of doealing with it. This is the more. desirable and, in 
my opinion, the more necessary, as the entire structure has changed 

. since the new Constitution came into operation. Formerly, before 1950, 
the Public Accounts Committee worked on a totally different line. 
Now it has sovereign authority with its own Chairman, its own pro-
gramm2 Olnd procedure, and without any restriction on the scopoe 
of the inquiri~s and observations, it may choose to make. The past 
tradition of this Committee may have some bearing; but its analogy 
should not, I suggest, be pushed too far. The nearest comparable 
model for the working of this Committee is provided by the corres.-
ponding British Parliament's Committee. I believe you yourself have 
made some extracts or notes on the working of that body, which in 
my opinion. would fittingly find a place in this-the Fitst Report of 
our Committee since the Repu,blican Constitution came into opera-
t10n."'''''''·I10''' 

5. The next Section, Section III of the Report, should also be 
a general one, giving a bird's eye view of the Financial system whose 
details have been audited by the Auditor-Genera] and are to be 
re!Jox·ted upon by the Committee. It is true that, in recent years, 
India has had to suffer a good deal of di$~nemberment. The Accounts. 
therefore, of her national finances may not be comparable over a 
long number of' years. Nevertheless, I think, in order to give a 
really complete picture. or the nf'Cessar~ basic information and 
guidance, to the Members of the Committee. and of Parliament. it 
'Would be desirable to give comparative statistics, I would suggest 
beginning at 1935 .. 36 when t"'1':' first big cut took place, namely the 
separation of BUrma. The fi~:ltes of that year may not be a good 
base or standard; but they ,would suffice to show tile magnitude- of 
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the changes that have occurred. Intervening years since that date 
till the beginning of World War II may be skipped over, as there 
was nothing particularly noteworthy therein to deserve special men-
tion. But the last pre-war year, 1938-39, may well serve as a base 
for comparison. Statistics should therefore be given continuously 
from 1938-39, in order to make our picture more complete. The 
first war year. 1989-40, may serve its own purpose as a starting pOint 
for a changing economy culminating in 1945-46,-the last war year 
for at least about half the period. That will mark the end of an 
epoch also. 1946-47 and 1947-48 were abnormal for a variety of reasons 
and circumstances. Nevertheless, the figures given for them would 
be worthwhile, if only to show the degree of abnormalcy that had 
occurred. 1948-49 would be the first normal period, the starting 
point and the basic year for the Republic's economy; and, as such. 
when we come to that period, we should have a proper foundation 
for an effective comparative examination of our Public Accounts. 

6. Having given the comparative position, We should. in the 
next section, layout briefly the method and order by which ··Ne 
scrutinise the audited accounts. As you will remember. I had, in 
the very beginning, raised the question. that. in the present set-up. 
the Public Accounts Committee is a sovereign ParHament wliosc 
jurisdiction must extend to every Branc."h and aspect of Public 
Finance. including revenue as well as Expenditure. States as well 
as Central, borrowing as well as auditing. The importance of 
Expenditure, believed to be the special field for Audit, may have 
been considerable in the days when a foreign Government was in 
power in this country. Now, however, that sovereign authority is 
vested in the Parliament of India, the importance of Revenue as 
well as Expenditure in shaping the country's aggregate economy is . 
unquestioned. The same may also be said of the borrowing and 
lending programme, mcluding the work of the State Tra"ding organi-
.sations, that of the Reserve Bank, in its currency and finance opera-
tions particularly. Accordingly this section should explain briefly 
the Committee's programme. We should review also the working 
of Public Economy as reftected in the several statutory corporations. 
The finances of units, or the States, are also undt::r the review of thE.' 
Auditor-General of India, and should accordingly be included in the 
review. We have so far got the material from the Auditor-General 
on most of the aspects suggested by me. We should ask him. I 
suggest, to promise as early as possible for the Interim Report. 

7. I have no objection to begin with Expenditure, as you have 
done. But, even there, I would explain briefly, in what order, and 
for what reasons, the different departments or Ministries are chosen 
for scrutiny and report. I consider that the magnitude of Expendi-
ture, or and alternatively, the degree of infiuence on National Policy 
of a given Ministry. ought to be a good guide in fixing the order in 
which the various Ministries should be taken. Personally, I would 
take Defence Expenditure first, as not only the largest single Head 
of Expenditure, but also as affecting vitally the national policy, at 
home and abroad. Other Departrnenis mav be taken in a similar 
order. In any order however, I would suggest that the so-called 
-Commercial Departments, like the Posts and Telegraphs, the Rail-
ways, or the State Trading Organisation, should be taken separately. 
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They stand on a ditIerent footing, and are to be judged by different 
standards. Accordingly the order given in the Draft Report will 
have to be altered, according as you follow the one or the other 
standards you adopt. 

8. After the Expenditure side has been reviewed and disposed of, 
we should take the Capital Budget, and deal with the same in a 
section by itself. We have not yet dealt with it in the Public 
Accounts Committee; nor have all the ordinary Ministries with 
Revenue Expenditure been yet reviewed. The Committee has yet 
to meet to complete this part of its work. The present report would, 
therefore, have to be DlO more than InterilT!- Report.'" ............... 

9. The Revenue Accounts should next be taken up, and reviewed 
in a series of meetings of the Committee. A great part of our Public 
Economy is affected by the various forms of taxation and Government 
revenues, both even if the Public Accounts Committee may not have 
dealt with this aspect in the past, we should in the new set-up deal 
with it effectively and report upon it accordingly. Borrowing, 
National Credit, Capital Budget and Analogous items should be con-
sidered next, followed by a similar review of States Finance, and of 
expenditure and revenue outSide India. The final complete Report 
should be rounded up with a summary of our conclusions and recom-
mendations corresponding to the Introductory chapter at the com-
mencement. Remarks on financial policy, as revealed in the 
Accounts ought to find a prominent place in this section.· ......... • '" 

Mention of precepts from certain ancient Hindu. books in the 
Codes etc. 

P4. (Page l18 of the Report.) A reference was also made to an 
earlier letter from Prof. Shah in which he had suggested that an 
introduction containing precepts on the ancient Hindu books lIke 
Kautalya's Arthasastra and the Sukraniti should be added in the vari-
ous Public Account Codes which were being revised and published 
by the Comptroller and Auditor-General of India. The Comptroller 
and Auditor-General told the Committee that Prof. Shah's suggesti,on 
was not feasible as there were a large number of Account Codes 
issued by him and also that by doing so no practical purpose was 
likely to be served from the accounts and audit point of view. 
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Delay in presentation to Parliament of Railway Appropriation Ac-
counts "nd Audit Report 

R5. The Committee noted that the Appropriation Accounts of the 
Railways for 1~8-49 and the Audit Report thereon had not been 
placed on the Table of the. House at the time of the meeting of the-
Committee with the result that these could not be examined. The 
Appropriation Accounts of the Defence Services for 1948-49 and 
the Audit Report thereon were not ready at the time of the July 
Session of the Public Accounts Committee owing to certain diffi-
culties experienced by the Comptroller and Auditor-General in 
getting prompt replies from the Administration to communications 
sent by him. While appreciating the difficulties which have been 
experienced by the Comptroller and Auditor-General in having to 
undertake the preparation of the Appropriation Accounts and the 
Audit Reports fOT several years beginning with 1945-46 durin~ the 
past two or three years and the considerable progress which has been 
made in accelerating the reports, the Committee desire that at a very 
early date a definite programme should be laid down for the pre-
sentation of the various accounts and the audit reports thereon to 
Parliament, due allowance being made for overtaking the brief 
time Jag which still exists. In this connection, they emphasize the 
importance of the Government and the Administrative authorities 
under them cooperating to the maximum extent with the Audit 
Department by providing all the material required !Dr audit and 
giving prompt answers to references therefrom. 

P5. (Pages 298-299 of the Report.) * * • * *In this connection~ 
the Comptroller and Auditor-General stated that there should be a 
p.rr(ovision similar to that which exists in the Exchequer and Audit 
Department Act passed by the U. K. Government whereby the latest 
date by which the Accounts and Audit Report must be submitted. 
by the Comptroller and Auditor-General to the President as also the 
date by which the Presideht must lay them before Parliament, is 
speCified and a further prOVision whereby it would become incum-
bent upon the President to send copies of the Audit reports direct to 
the Honorable the Speaker, if the report could not be laid before 
Parliament by the specified date. Elucidating the point further, he-
said that even in the absence of a p,rovision to that effect, he had a 
feeling that under the Constitution, it would be permissible for him 
to act in that manner.* • • • * 

Budgeting and control over expenditure 
R14. The successive Committees over a numbe:' of years have 

laid considerable emphasis on the need. for correct budgeting Ilnd 
urged that control over expenditure should be as rigid as possible. 
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As things had practically settled down during the year under re-
view and normalcy had been restored, it was lroped, tha~ the 
Aceounts would present a better picture .than that disclosed in the 
preceding year relating to the post-partition period. But, COl'ltrary 
to expectations, it was noticed that no appreciable improvement in 
the standards of budgeting and control over expenditure had been 
attained. A marked tendency on the part of the spending Ministries 
to incur expediture in excess of the sanctioned grants or appropria-
tions ,or to resort to excessive budgeting by asking for more funds 
than actually required -through original or ~upplcmentary grants or 
to incur excess expenditure by making irregular reappropriations was 
much in evidence. 

It was expected that the Ministry of Financt' would devise suit-
able measures against these serious defects and ensure that the 
administrative Ministries complied with those measures scrupulously. 
Not only have the administrative Ministries, whose responsibility is 
no doubt greater, been unmindful of the necessity of observing close 
contro] over their financial affairs, but the Ministry of -Finance have 
also failed in making the Ministries realize their responsibility and 
exercising a proper check centrally over the progress of expenditure 
of the various Ministries. It appears that at present the Ministric:-s 
have freedom to budget for what they like, to ask for supplementary 
grants notwithstanding the fact that the funds are available with 
them or t.o incur expenditure over the sanctioned grants without 
caring for the consequences. This is a sad stat(> of affairs and the 
CQI'llmittee feel compelled to recommend that suitable action should 
be taken in cases in which it is established that the responsibilitv of 
framing budget estimates or controlling the expenditure has not been 
properly discharged. 

R-17. Tightening o.f Budgetar'll ControL-There is at present a ten-
dency on the part of the admimstrative authorities to inflate their 
budget by overestimating their requirements. This is so, because 
the Ministry of Finance impose arbitrary cuts on such estimates in 
the course of their scrutiny after the estimates are finally framed br 

. the Ministries. Thus neither the administrative Ministry nor the Fi-
nance Ministry proceed on any planned basis and the resultant .bud-

, get is mostly wide off the mark. In no sense does it represent the re-
quirements af the Ministries in any accurate form nor is the picture 
complete as t.o the policies and plans which the Ministry must under-
take during the year for which the money is sanctioned. InvariClhly. 
it happens that after the budget is settled by the Ministry of Finance, 
the administrative Ministries re-examine the position and alter their 
programme of aetivities on the basis cf the approved estimates. It 
is quite clear that the planning and preparation of estimates proceed 
on a very unsatisfactory basis and the money asked for cne purpose 
is spent on quite different activity or a major activity is allowed to 
be postponed and a minor scheme or activity proceeded with. There 
is no real co-ordination between the activities which a Ministry pro-
poses to undertak.e during- the year afid the financial side of such 
activities. The Committee are of the view that there is an urgent 
need for overhauling the present system cf preparation and scrutiny 
of estimates and to devise more methodical and more systematic 
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procedure whereby the budget is prepared on a more accurate data 
which is duly 'vetted' by both the administrative and financial auth~ 
rities. The Ministry of Finance should associate itself with the admi-
nistrative machinery from the very inception of the preparation of 
the budgetanH assist the Ministries in coming to proper decision 
rather than sit in judgment over their proposals. This can be achieved 
if the Financial Adviser in consultation with the administrative Min-
istry first determines what policies. activities or Schemes are going 
to be undertaken by the Ministry during the year, assess their rela-
tive urgency and importance, work out their financial implications 
and then come to conclusions. After an agreement has been reach-
ed between the Financial Adviser and the administrative Ministry 
the matter should be referred to the Budget Division of the Min-
istry of Finance for their advice as to the extent to which funds will 
be available, in respect of that Ministry, keeping in view the ur-
gency or importance of the matters for which the money is required. 
After the budgetary figure is thus settled, the administrative Min-
istry and the Financial Adviser concerned should re-exatlline the. 
position and revise their earlier estimates in the light of the funds 
available for the various purposes and come to final conclusions as 
to the activities which have to be pursued and the funds required 
for each such activity. If the budget is prepared in this ma.ner 
there is little doubt that there will be any large scale savings in or 
excesses over the sanctioned expenditure. Moreover, both the Fin-
ancial Adviser and the administrative Ministry concerned will have 
a clear idea of what they are required to do during the year within 
the money allotted to them and proceed with their schemes from the 
earliest date so that there is no uncertainty or last minute difficulty 
or postponempnt for want of funds. 

R15. (iii) Control over expenditu.re incurred t.hrough the agenc'J.I of 
State Governments.-While examining the Accounts relating to the 
Ministry of Health, the Committee came across some glaring instances 
of bad budgeting and lack of proper control over expenditure on the 
part of that Ministry. When questioned why in several cases the expla-
nations of important variations relating to that Ministry had not been 
furnished, the representative of the Ministry deposed that they did 
not exercise any direct control over the expenditure booked under 
these Grants which was incurred by the State Governments and ad-
justed later by book debit. The Committee are surprised that the 
Ministry should have overlooked this important function of control!-
ing expenditure and cannot help observing that such a state of affairs 
is far from satisfactory. The Committee consider that some arrange-
ments should be made whereby the Ministry of Health. which is 
ultimately responsible to Parliament for the control of these Grants, 
is in a position to know what the various State Governments were 
spending from time to time. As the delay in furnishing the explana-
tions for variations for the Appropriation Accounts delays the com-
pilati-:>n of these accounts and affects the examination thereof by the 
Public Accounts Committee. the Committee suggested that the Minjs-
try of Finance should issue strict instructions in the matter. It is 
also desirable that the Ministry of ,Finance in exercising its 'bankin(' 
control should take into account wider considerations and bring it 
to bear upon the Ministry accountable for the proper spending of the 



funds entrusted to it that it should exercise strict financial control in 
all such cases where funds are spent through the agency of the State 
Governments. 

R-18. Watching progress of expenditure and [raing proceduTe for 
the purpose.-The Committee understand that at present the procedure 
whereby the administrative Ministries keep a concurrent check over 
the expenditure incurred against allotments to see that they have 
not been exceeded· at any time during the year is not observed eff~ 
ectively. It is a grave matter if expenditure in excess. of the sanc-
tioned sum under a grant is incurred without Parliamentary sanction, 
having been obtained in advance. It is immaterial whether there is 
justification for incurring such excess expenditure or whether it has 
happened through a deliberate or an innocent act. The fact remains 
that the Ministry runs a great risk if at any time ddring the year its 
sanctioned grant is exceeded by any amount without the ·Parliamen-
tary sanction. It is a serious matter of which the Committee and 
subsequently Parliament· are bound to take notice and to suggest 
drastic action. It is, therefore, important that the Ministries, in 
general, and the Ministry 'of Finance in particular, should devise 
m~asures urgent.ly whereby expenditure under each grant and Jub-
head under that grant is booked immediately after it is incurred ;.:l.nd 
the progress watched by the authority administering the grant so that 
before incurring further expenditure under a head of the grant., it 
~nsures that the fresh expenditure is within the limit of sanctioned 
allotment. This is of course without prejudice to the legitimate use 
of the Contingency Fund. 

P150. Control ooer expendiwre.-'" '" '" '" The representative of the 
Ministry of Finance stated that" one of the methods they had adopted to 
implement the recommendation on the subject made by the previous 
Committee, vide para 4 of their Report for the year 1947-48 (post-parti-
tion) was that in case a particular Ministry overspent, they had been. 
told that until the extra money required by the Ministry had been 
voted by Parliament the Ministry of Finance would not sanction it un-
less it was proved that delay in sanctioning the ex!'enditure would 
be dangerous. The Committee, however, observed that the Ministry of 
Finance should shoulder the responsibility of ensuring stricter control 
over the total expenditure and assist the administrative Ministries in 
the matter in the various ways by showing them how the Ministries 
could keep a proper check over their expenditure. It was not suffi-
cient to rely on promises or assurances from the Ministries to issue 
instructions of a general character but the Ministry of Finance shou Id 
devise practical methods whereby this important aspect of their 
duties was properly and adequately realized by the various Minis-
tries. ... ...... *The Ministry of ·Finance should ensure that the money 
was properly spent, accounted for in time, booked in the books at 
regular intervals, and properly controlled by the officers in-charge; 
and that the system of submitting progress reports was instituted 
so that both the Head of the Department concerned and the Finan.., 
cial Adviser had an eye over the day to day developments which 
reflected in the expenditure charts. The Committee desired that a re-
port on the various measures evolved by the Ministry of Finance in 
the Jight of their observations should be submitted to them in due 
course. (See also P. A. C. Fifteenth Report, 1954-55, R-13 (bM . 
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Copy of Oftlee Mem.oraDdum No. 12122-B.D/51, dated the 18th 
!)eeember, 1951, from Gov~eAt of ID4ia, MInistry of ·FlDuaee to 
all MinIstrles of the GoVerDlDeDt of IIuUa, de. 

A reference is invited to this Ministry's Office Memorandum No, 
11399-B.I/51 of even date on the subject of the reconciliation of 
departmental and accounts figures. (See Annexure VUI on paRe 60). 

Apart from the periodical reconciliation of the departmental 
with the accounts figures it is also necessary f01' each Ministry to 
have currently reported to' it the departmental figures of expendi-
ture to enable it to watch the flow of expenditure against the sanc-
tioned grant for ,>Vhich it is accountable to Parliament. Under Lhe 
existing orders, the Heads of departments outside the headquarters 
of the Government of India have to prepare returns of the monthly 
progress of expenditure in Form G.F.R. 7 as indicated in para 89(4) 
(vi) of the Central Government Compilation of the General Finan-
<:ial Rules. A similar return in Form G.F.R. 11 has to be prepared 
by the controlling officers in the Ministries of Lhe Central Govern-
ment and their attached and subordinate offices at the headquart<."!'s 
of the Government of India, vide Annexure B referred to in par~. 90 
·of the General Financial Rules. In both cases though expenditure 
figures are available either with the Heads of Departments or the 
controlling officers no procedure has been prescribed for making 
these figures available to the Ministries to facilitate the latter's con-
trol over the expenditure against the grant as a whole. In the absence 
of this information most Ministries are not in a position to know at 
any given time the progress of expenditure in respect of the various 
grants controlled by them. It is accordingly necessary that the n ..... 
turns in Fonn General Financial Rules 7 or 11, as the GBse may be, 
referred to above. should be forwarded in future to the administra-
tive Ministry by the Heads of Departments in offices outside the 

·headquarters of the Government of India, and by the concerned offi-
cers in the attached and subordinate offices of the Ministry at head-
quarters.These should be obtained by the 15tl'-. of the month 
following the month to which the returns relate. The information 
so obtained should be suitably posted by each 1\1inistry in the Re-
gister or Registers kept for the purpase with a view to enable the 
'sanctioned grant and the progressive total of expenditure incurred 
from month to month being ascertained at a glance. Heads of De-
partments and Controlling Officers should be instructed that if the 
departmental figures submitted to the Ministry require correction 
in a subsequent month such correction should be made by mak~ng 
plus or minus entries in the progressive totals. It should, however, 
be understood, that if in any case the accounts office figures which 
subsequently hecome available are higher than thE' departmental 
figures, the former should be assumed to be the ('orrect figures as 
appropriation accounts are prepared on the basis of the figures 
booked in the ac;counts. 

If any practical difficulties arise in giving effect to the procedure 
prescribed in the preceding paragraph, or the expenditure figures 
do not become available for any sector ·of expenditure controHed 
by a Ministry/Department, the matter may be reported to the Minis-
1ry of Finance. 
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Broad'Met lew wcHching receipt of the Returns fromt~e H sad, 01 
DepaTtmet&ts wide;' a .i\fj~i'tl'!i 

sa. 
IIlP. G~t No, 

April 

, .. _-_._------
Dale of receipt or ~ums 

--------------~----------
May June July _._---_ .. __ .- '-- _ .... _._ .. _---_._ ... __ ._ ... ----_._ .. _--_.-

-----_ .. _------... ---_. ~-- ...... --.. -. ~ .. - ... ---.... "-----:---- -----.- ,-----'--
N.B. 1. Dates of receipt should be noted in monthly columns. 

Reminders should be sent if returns are not received bv the 
prescribed date: W • 

2. Returns relating to the Secretariat proper should also be 
maint~ined in the above form. " 

N'OTE:- S" P.A.C. J94-7·t8 (Post. Partition) R-4. 

Reconciliation of Accou.nts 

R19. The Committee attach great lmportance to the periodical 
reconciliation of the figures of expenditure booked by the spendin.g 
Departments concerned with those booked by the respective Accounts 
Officers. This is one of the potept methods by which the flow of 
e~nditure can be regulated ~nd the tendency to over-spend curbed. 
The responsibility for maintpintng the ~dministl'ative accounts and 
for reconciling those with the figures booked in the Accounts Offices 
should rest with the Administrative Departments concerned. It was 
brought to the notice of the Committee that the omission on the part 
of the Ministries in not reconciling their figures with those booked in 
the Accounts Offices had hecome a regular feature in almost all the 
Ministries and this was one of the major causes for incorrect esti· 
mating and insufficient control over expenditure. To remedy this 
state of affairs, the first step to' be taken is to ensure that the 
spending departments maintain their accounts pro:l,)erly. The Com· 
mittee suggest that the Financial Advisers attached to the Ministries 
etc. should guide the A~lllints~r.ative .l\(inJstries concerned in regard 
to the maintenance of acrountsand for watching the progress of 
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expenditure. They should also look into the accounts of the 
Ministries concerned periodically in order to see that these are being 
maintained 'properly. This will serve as a check against any 
extravagance on the ~rt of the Ministries and regulate their 
expenditure within the Grant voted by Parliament. The COqlptroller 
and Auditor-General also brought to the notice of the Committee 
the system obtaining in this regard in the U.K. There, the responsJ.. 
bility for keeping the entire dccounts rests with the departments 
concerned. The Committee consider that it should not be difficult 
to follow the same proceduI'e in India and recommend that steps 
should be taken to introduce the changes gradually but effectively. 

P149. • • ... • " Committee drew the attention of the representa-
tives of the Ministry of Finance to the omission on the part of the 
Ministries in not reconciling their figures with those booked in the 
Accounts Offices.· ... • • " ... The Committee was informed that the 
Ministry of finance had issued instructions to all the Ministries etc. 
in 1949 asking them to reconcile their accounts with those maintained 
in the Accounts Offices. It was added that so far as that Ministry was 
concerned they had laid down a procedure and that the responsibility 
for maintaining the administrative accounts and for reconciling those 
with the figures booked in the Accounts Office rested with thefLdmi-
nistrative Departments concerned. The Committee observed that the 
matter needed further examination from the point of view of control' 
over expenditure.· " • • 
APfENDIX XXXVI TO mE PUBLIC ACCOUNTS COMMITTEE'S 

FIFTH REPORT 1952-53 VOLUME I 
Copy of Dlrector-Gea.eraI of Posts aDd. Telegraphs Memoran-

dum No. B.15-5/51, dated New Delhi, the Z3nl May. 1952 to all Heads 
of Circles, etc. 

SUBJECT : -Procedure folLo".JJed for controlling expenditure and re-
conciling departmental figures with Audit figures in the 
P. & T. Department. 

While reviewing the accounts of 1948-49 the Public Accounts 
Committee emphasised the necessity for prompt and systematic re-
conciliation between the departmental and accounts office figures as 
it is one of the potent methods by which the flow of expenditure can 
be regulated and the tendency io overspend curbed .. 

2. So far as postal fluctuatin~ charges are concerned there is a 
clear cut procedure laid down in D.G.'s Special Circular No. 21 dated 
18-7-1934- which has also been amended from time to time. It is pro-
posed to incorporate this procedure as an Appendix in the next 
edition of Volume II. An advance copy of this Appendix will be 
furnished to all Heads of Circles etc. shortly. The same procedure 
may be followed with suitable modifications for reconciling the de-
partmental figures with audit office figures in respect of the fluctuat-
ing charges of Telegraph Offices, Engineering Divisions, Store Depots.. 
Workshops, etc., etc. In the case of the offices which submit classified 
accounts to audit, it will not be necessary to get the departmental 
figures verified by the Audit Offic~ as in the case of Post Offices .and 
R.M.S. Offices. 

-Not Prillted Included as App~ndix 16 I)fP. It T. Manual Vol. n. • 
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3. In order that the Heads of Circles and other Controlling Offi-
cers may have an overall picture of the expenditure incurred within 
their jurisdiction it is necessary that figures for pay charges also 
should be obtained from the subordinate disbursing units and rom .. ' 
piled and reconciled in the same manner as for fluctuating charges. 
Particular attention should be devoted for reconciling the figures 
under 'Pay of Officers'. 

4. To enable this Office to watch the pl'ogr~s and effectivenes3 
of the reconciliation a statement showing the um'cconciled circle 
figures (i.e., the difference between the departmental and audit figures) 
under 'cash' and unadjusted liabilities under 'Book debits' in respect 
of each secondary unit should be communicated to this office by the 
15th of the second month following alongwith a certificate that the 
departmental figures have been reconciled with the Audit figures, 
that there are no differences excepting those furnished in the 3tate-
ment referred to above and that necessary action is being taken to 
get the differences reconciled. 

ANNEXURES VO AND vm OF APPENDIX U TO mE PUBLIC 
ACCOUNTS COMMITI'EE'S ru-l'EENTH REPORT, 1954-55 

VOLUME n 

ANNEXURE VII 
Copy of OftIce Memorandum No. D. 6039-811/49} dated the 7th 

Oetober, IM9, from Govel'llJneDt of 1nd1a, Ministry or FiIlaDee, to all 
MlDtstrles of the Govenunent of India, etc. 

The Accountant General, Central Revenues, has brought to the 
notice of this Ministry that the procedure prescribed for the recon-
ciliation of departmental figures booked in the Accounts Office is 
not being followed by the various Ministries, Departments, etc. In 
some cases, this reconciliation is in arrears from April, 1948 onwards 
with the result that the compilation of the Appropriation Accounts 
fer the year 1948-49 is being unnecessarily held up. The delay is 
f'!1ciinly due to the failure on the part of the various Ministries,· O~ 
partments, etc. to depute their assistants regularly and in time in spite 
of repeated reminders from the Accounts Office. tn some cases,the. 
results of reconciliation with the observations of tne Departmental 
authorities are not reported to the Accountant-General in time to 
enable him to carry out necessary adjustments. 

2. Owing to the rapid expansion of Governmental activities 
during the war and to the diversion of experienced staff. that follow-
ed, the pro<:edure prescribed for the reconciliation of departmental 
expenditure with those booked in the Accounts Offices has in most 
cases not been followed. Without this reconciliation it is not possi-
ble for the Executive to control the expenditure against the grant 
obtained from the Legislature. There has been a growing volume: 
of criticism that there is in effect, no real control of expenditure 
now. It is therefore extremely important to secure that there is a 
prompt and systematic reconciliation between the departmental 
figures and the accounts. The importance of this work can there-
fore hardly be over-emphasised.: for this is the only means whereby 
5-5 Oompt. A. 0./58 
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the controlliog authorities can accurately estimate from month to 
month the ultimate savings and excesses in grants placed at their 
disposal to enable them to apply for additional funds where requir-
ed before the expenditure is actually incurred and to surrender un-
necessary funds before the close of the year. 

3. The undersigned is accordingly directed to request that effec-
tive steps may be taken immediately to observe the procedure laid 
down in the late Fi.nance Department Resolution No. 13-Ex/25, 
dated the 2nd August, 1926, and in its OFFICE MEMORANDUM No. 
D. 2839-B.. dated the 8th July, 1933. for reconciling departmental 
figures of expenditure wit~ those booked in the Ac(;oupts Offices. 

ANNEXURE VIII 
Copy of 0Ilce Mem0rua4um No. 11399-8.1./51. dated the 11th 

Deeember, 1951, from. Government of IDdia, MtDJstry of FlDaDce (~ 
partment of EeoDomie Affairs) to all MInistries ete. 

SUBJECT.-Reconciliation of departmental figures Of expenditure "with 
account figure, 

The undersigned is directed to invite a reference to Finance Mi-
nistry Office Memorandum No. D. 6039-B.III49, dated the 7th 0ct(\-
ber ~ 1949, in which the importance of prompt and, systematic recon-
ciliation between the departmental and accounts office figures was 
emphasised. To ensure this, Ministries were requested to take steps 
to follow strictly the procedure prescribed in this regard in the late 
Finance Department Resolution No. 13-Ex-25, dated the 2nd August. 
1926, and its Office Memorandum No. D. 2839-B., dated 'the 8th July. 
19::sa (The orders have since been incorporated in Rules 88--92 and 
Annexure B to Chapter 5 of the Central Government Compilation of 
Financial Rules). , 

2. Under the existing procedure the Administrative Ministry / 
Department has no ready means of knowing whether the monthly 
reconciliation as prescribed is being regularly carried out by the 
various heads of the Departments under it. This can be achieved 
if the Heads of Departments send monthly returns showing the pro-
gress of reconciliation in respect of expenditure relating to each' of 
the grants placed at their disposal to the Ministry /Department con-
cerned. Such returns should be accompanied by a statement show-
ing the departmental figures, the reconciled figures, the prescribed 
date of reconciliation, the date on which the reconciliation was com-
pleted and arrears, if any, with remarks indicating steps taken to 
clear the arrears and should reach the Ministry not later than the 
end of the second month following the month to which the expendi-
ture pertains. The Ministry in its turn should watch that the re-
turns are received by it regularly by maintaininl! a Broadsheet and 
take necessary measures promptly to complete reconciliation where 
delays occur. 

NOTI!!- SIt P.A.C. 1923-:14, R-:l4l 19:16-27. R 12(6) and 19t,~-46 R 7 (EpitGmc 
Volume' I). ", 

, ,:l ' 
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Action against DeZinquents 

R20. A sense of consciousness of the responsibility for proper 
spending and accountal of money should pervade the mind of the 
Departmental Heads at all times and travel down to the lowest offi-
cials responsible for estimating, spending and accounting. Prompt 
action should be taken to haul up the peccant officials for any irregu-
larity. It has been the experience of the Committee that at present 
little action is taken by the Ministries when such cases come to their 
notice. There is an effort more to explain the reasons why action 
could not or was not taken rather than to locate the defects and 
punish the defaulters. Thus, there being no fem' or awe of the 
authority, the irregularities are on the increase. and more and more 
defects are creeping into the system. The Committee strongly re-
commend that Ministries should ensure that action against aU de-
linquents is taken promptly and the Ministry of Finance should see 
that the Ministries have in fact initiated necessary action in each 
and every case in time and devised remedial measures against any 
defects that may have come to notiee in the course o~ such investiga-
tion. 

R25. • • • • • The Administrative Ministry should not content 
itself merely with passing strictures against the officers concerned 
but efforts should be made to take some positive action against them 
for the wastes in public lunds caused through their wilful actions or 
contributory negligence. In cases where action should have been 
taken against the delinquent officials but was not taken in time the 
officers responsible for omitting or delaying to take any action and 
treating the matter in a light-hearted manner should be suitably 
punished. The Committee feel that officials found guilty of mis-
appropriating public funds wilfully, spending them extravagantly or 
wasting them through their negligence deserve no mercy. In order, 
therefore, to tone up administrative integrity and effiCiency it is 
absolutely essential that officials found guilty of such acts are dealt 
with promptly and severely. 

Responsibility of the Superoising Officer. 

R26. (vi) The Committee regard it unsatisfactory .that an officer 
who is in charge of cash and accounts in an office should plead as an 
excuse that he could not attend to this work properly as he had 
some other duties to perform. Matters should greatly improve if 
Ministries take a very serious view of such defalcations and irregu-
larities and bring the offender to book without allowing him to 
take shelter under technicalities. It would also act as a deterrent 
if no leniency is shown to the supervising officers for lapses of this 
kind. The Committee understand that the rules which have been 
prescribed in this regard are adequate but what is lacking is control 
on the part of the administrative authorities and the willingness of 
Heads of Departments to inculcate a sense of responsibility in the 
subordinates under them by resorting to diSCiplinary measures as 

. soon as any irregularity comes to their notice. 
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R27. • •••• The Commi.ttee view with disfavour any tendency 
on the part of the Ministries to bring forward general pleas that the 
officer concerned has been overworked, that there was no deliberate 
intention of· misleading, that there was no time to check, that the 
rules did not provide for supervision and so on in justification of such 
irregularities. 

The Committee wish to emphasize in this connection that the 
time factor in dealing with such cases is of the real essence and' if 
action is delared it is tantamount to action not taken. It must be noted 
that procrastInation always helps the offender to escape the tyranny 
of punishment or punitive action. The first step towards putting 
down such irregularities is to deal with them promptly and on the 
spot as it were and to take such corrective measures as the occasion 
may demand. 

APPENDIX XLV TO TIlE PUBUC ACCOUNTS COMMITTEE'S 
FIRST REPORT 1951·52 

Dlrec&or General of Posts uul Telerrapbs Memorandum No. F.l-l/ 
so/- Pt dated the 15th JUDe 1951, to all Heads of Clrdes. 

SUBJECT.-Disciplinary action for negligence or misappropriation 
of Gov~rnment Money 

Attention of all concerned may kindly be invited to the instruc-
tions contained in para. 2 of the Director General's Memo. No. F. 
1-1/50 dated the 31st January, 1950 (Copy enclosed) and to Rule 103 
of P. & T. Manual Vol. II, and all punishing authorities may be ins-
tructed to keep in view the loss sustained by thp. Department while 
considering the question of awarding any of the statutory penalties, 
including that of recovery of a part or whole of the loss sustained by 
the Department, not only from the Officials held responsible for th~ 
same but also from those who by their negliRence or omission con-
tributed to the commission of the offence at' to the hindrance or 
the frustration of the enquiries. -

* • • • • 
Copy of Memorudum No. F. 1-1/50, 4ated 31st J&Iluary 1950, 

from the 0IIee of the D. G. P. ~ T .. New Delhi. to all Beads of Ctr-
cles (By Name.) 

The Public Accounts Conunittee expressed themselves strongly 
regarding the losses which the Department suffers on account of 
forged money orders, loss of insured covers and misappropriation in 
Savings Bank Accounts. They considered that lapses on the part of 
the officials were sometimes viewed lightly and that there was a 
general tendency to give otHclals the benefit of the doubt regardless 
of whether the doubt was reasonable or otherwise. They desired 
that every one should have a livelier realisation of the responsibility 
arising from his trusteeship of public money. 
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2. Where the Department is put to loSs, the responsibility of every-
one whose negligence or misconduct has contributed to the loss must 
be tixed, and the punishment imposed must be such as will have a 
deterrent effect on others. Officials should not be allowed to evade 
punishment by retiring etc. To be effective, the punishment should 
be not only sharp but prompt, since delay only dulls its edgf'. 

. 3. If there is any tendency on the part of your subordinates to 
take too light a view of embezzlements etc., or to be dilatory. you 
should not hesitat4! to step in and pull them up or in the alternative 
to inform the Directorate. They must be made to realise that all 
cases of loss and irregularities are brought to the notice of the Public 
Accounts Committee and through them to the Parliament and that 
the Director General is closel)': questioned about the action taken by 
t:lem on those cases. Wh~re Officers go wrong. he wUl admit their 
mistakes before the Committee and later on will be constrained to 
. take disciplinary action against not only the punishing authorities but 
also their superior officers who failed to take sufficient cognisance of 
the mistakes . 

• • • • 

APPENDIX LtV TO TII£. PUBLIC ACOOlJN'l'S COMMITtEE'S 
FIFTEENTH &lPOltT 19*55 VOLUME ... 

MINISTRY OF FINANCE 

SUBJECT.-'-Prompt .action agail1Bt ofJicers found gUiltoy of misuse vi 
Public money, reckless disregard of financial rules, ex-
travagance a.nd losses. 

Detailed instructions regulating the enforcement of responsibility 
for losses etc. have been laid down in Appendix 2 to the General 
Financial Rules, Volume II. The importance of avoiding delay in 
the investigation of any loss of Government money due to fraud, 
negligence. financial irregularity etc. on the part of Government 
servants has also been emphasised in Finance Set::retary's D.O. letter 
to the Secretaries of all the Ministries of Government of India No. 
ll8-SF /53. dated the 12th January, 1953. (See Annexure I). The 
Ministry of Home Affairs also, in their Office Memorandum to all 
the Ministries of the Government of India No. 39/40/52-Ests., dated 
the 24th October. 1953 (See Annexure II) issued instructions regard-
ing steps to be taken for expeditious disposal of departmental pro-
ceedings against Government servants. 

2. A copvof Defence Secretary's D.O. No. lll/Seey /53, dated Lhe 
13th March, '1953. in reply to Finance Secretary's D.O. of the 12th 
January, 1953. referred to in paragraph 1 above is also enclosed 
(See Annexure III) for the infannation of the Public Accounts Com.-
mittee. The- reactions of the Secretary, Finance Ministry, to the 
Defence Secretary's reply to the former's D.O. are given in the cn-
closure to this note. (Annex:ure IV). 
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ANNEXURE I 
Copy ~ Shrl K. R. K. Menon's (Secretary, Govemment of India 

MInistry of FInance) D. O. No. US-SF/53. dated the 12th January 
1953. • 

• • • • • 
2. A number of cases have gone up before the Committee in which 

it was stated that action could not be taken against the delinquent 
officials because of the delay in making necessary enquiries in the 
matter and by the time their guilt was established they had either 
retired, died or left the country. The P.A.C. have. therefore, been 
extremely critical of the inadequacy of administrative action. parti-
cularly as clear procedu!'al instructions exist enjoining on every 
Government officer to realise fully and clearly that he will be· heJd 
personally responsible for any loss sustained by Government through 
fraud or negligence on his part, and that he wi!! aJsobe held per-
sonally responsible for any loss arising from fraud or negligence 
on the part of any other Government officer to the extent to which 
it may be shown that he contributed to the loss by his own action 
or negligence (vide Rule 23 of the General Financial Rules Vol. I) 
Detailed instructions regulating enforcement of such responSibility 
are embodied in Appendix 2 to Vol. II of these rules. 

3. I would, therefore, like to emphasize the importance of avoid-
ing delay in. the investigation of any loss of Government money due 
to fraud, negligence, financialirregul~ty, etc. Such cases should 
be reported immediately to the Audit Officer concerned so that his 
assistance can also be obtained in regard to the technical investiga-
tion of any case of losses. The Administrative Ministry and the 
Ministry of Finance should also be informed at the earliest moment 
so that effective remedial action may be taken in rectifying defective 
procedure etc. quite apart from the punitive action against those 
at fault. In any case in which it appears that recourse to judicial 
proceedings is likely to be involved, competent legal advice should 
be taken as soon as the possibility emerges. In all cases depart-
mental proceedings should also be instituted at the earliest possible 
moment and concluded expeditiously in strict accordance with the 
prescribed rules. The question of enforcing pecuniary liability 
should always be considered as well as the question of other forms 
of disciplinary action. In particular. if the loss has occurred 
through fraud, every endeavour should be made to recover the 
whole amount lost from the guilty persons, and if laxity of super-
vision has facilitated the fraud, the supervising officer at fault 
should be penalised either directly by requiring him to make good 
in money an adequate proportion of the loss, or indirectly by reduc-
tion or stoppage of his increments of pay. Steps should also be 
taken to ensure that a Government servant concerned in any loss 
or irregularity, which is subject to any enquiry is not inadvertently 
allowed to retire on pension, while the enquiry is in progress; and 
accordingly, when a pensionable Government servant is concerned in 
any irregularity or loss the authority investigating the case should 
immediately inform the Audit Officer responsible for reporting on 
his title to pension and the authority competent to sanction pension. 
In aU important cases which might fig\1l"e. in the Audit Report if a 
convention should be followed of consulting the Finance Ministry 



also, before awarding punishment to the delinquent officer some of 
the criticisms of the P.A.C.about inadequacy of departmental action 
may be obviated. The supplementaryinstructicns contained in para. 
S of Appendix 2 to the General Financial Rules. Vol II referred to 
above should be followed by departmental ofiict'rs wherever prose-
cutions in the criminal courts are or are likely to be necessary. 

4. Even under rule 49 of the Civil Services (Classification, Control 
and Appeal) Rules, one of the penalties which may be imposed upon 
a Government servant is the recovery from pay of the whole or 
part of any pecuniary loss caused to Govetnment by negligence or 
breach of orders. 

5. As will be realised, suitable action against the delinquent offi-
cials can only be taken if the matter is pursued promptly. I, there-
fore. request that you will .kindly take suitable ~teps to ensure that 
action against the delinquent officials is taken promptly and that Audit 
and the Ministry of Finance are brought into the picture without 
any delay. 

ANNEXURE II 
Copy of Govemmeat of IIIdJa (MiDlstry of Home Aaain) 0tIIce 

MemoraDdum No. 39/to/53-Es&s., dated the 24th ()ctobao, 1951. 
SUBJECT.-Departmen.tal P7'QCeeding' Gg4inBt Government SeT-

vanu-8teps for e.rpeditiour and better di6p08al of-nom.i-
natien of specified officers in the Ministries/Departmen.tJs 
to be in charge of all disciplinary inquiries in the Ministry i 
Department. 

, There have been repeated references in Parliament and in Parlia-
mentary committees to the delays in the disposal of departmental 
proceedings against delinquent Government Servants, and to cases 
in which, on technical and procedural grounds, the accused persons 
ultimately escape the punishments they deserve. The general im-
preSSion is that the prescribed procedure is too el9.borate and requires 
to be replaced by something more simple and summary. 

2. After careful consideration the Ministry of Home Affairs have 
come to the conclusion that this impl'Pssion is not wholly .justified. 
The procedure prescribed in Rule 55 of the Civil Services (ClaSSifi-
cation, Control and Appt?al) Rules is applicable only to cases in 
which the charges are so ,;erious as to call for one of the major 
punishments, i.e., Dismissal, Removal. or Reduction in Rank etc. (A 
more summary procedure is alr£'ady available for less serious cases). 
The provisions of RulE' 55 are merely designed to ensure compliance 
w.ith a salutary principle of justice and public policy which has 
also been incorporated in article 311 of the Constitution of India 
t'iz. that no man should be condemned and punished without 11 
reasonable opportunity to defend himself. The prescribed pro-
cedure therefore requires that the accused officers should be told in 
the form of written charges exactly what he is alleged to have done 
and on what evidence oral or documentary the allegations are based-

• 



~at he should have an opportunity to inspect the documental"Y 
evidences. to test the oral evidence by cross examination and . to 
furnish such evidence as he may wish to adduce in his own defence. 
If, as a result of the enquiry, it is decided that the officer should b~ 
dismissed .. removed or reduced in rank, he has to be given a further 
opportunity to show cause, if any, against the actual punishment 
prDposed. Anything less than this would amount to a denial of the 
'reasonable opportunity' which is guaranteed by article 311. 

3.There is, however. nothing in these minimum requirements 
which must necessarily lead to unduly protrac~ed proceedings .or 
to a failure to secure just punishment to the guilty. The ofl.i~tlr 
conducting a departmental mquiry has to hold the balance even bet-
ween the interests of the State and the avoidance of injustice to the 
accused. . He is. free to take a responsible, reasonable and prudent 
view of the facts and circumstances of the case and is not bound 
by the rigid limitations regarding the admissibility of evidence a;ld 
the degree of proof applicable to prosecutions before Crim,in,al 
Courts: Provided the inquiry officer gives the necessary time $nd 
etJorts, confines his attention to the main points at issue and firmly 
resists any attempt by the accused officer to introduce irrelevancit's 
or to adopt deliberate dilatory tactics-there is no reason whv satis-
factory expedition in disposal should not be achieved in all· cases 
without departing from prescribed procedure. 

·4. The various factors which' may contribute to undue d~lays and 
faulty disposal art' :-

(i) Officers conducting the departmental enquiries may· ·be 
so pre-occupied with other duties that they can only 
spare· a few hours at a time at long intervals for the 
enquiry itself. . 

(ii) Unfamiliarity with the procedure or inadequate appre-
ciation of the ditJerence between a dl'partmental enquiry 
and a trial in a Criminal Court, may lead to over..ela-
boration, or lack of firmness in dealing with dilatory 
tactics. 

(iii) Avoidable dela)' may sometimes occur at the stage when 
the enquiry officer has submitted his report and the 
appropriate authorities have to make up their minds 
whether the findings are to be accepted and if so wha t 
the punishments should be. 

(iv) Where, under the rules, consultation with the Union Public 
Service Commission is necessary some undue delay may 
occur in making the reference to the Commission, and in 
the consideration of the case by that body. 

5. As regards the faeton mentioned in (i) and (ii) above the 
Ministry of Home AtJairs have considered the feasibility of setting 
up separate Administrative Tribunals for enquiring into the more 
important departmental proceedings. Although such bodies have 
worked satisfactorily in the States of Uttar Pradesh and Madras. it 
is felt that Central Government's machinery is so vast and so widely 
scattered that a similar experiment will hardly justify the expendi-
ture incurred. In cases of extreme complexity or importance it will 

• 
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always be open to Government to set up spe<"ial committees of 
enquiry or to have recourse to the Public Serva.nts Enquiries A:Ct, 
1850. . For all other departmental enquiries the delays caused by 
E'xcessive pre-occupation or unfamiliarity with the procedurE' could 
be easily avoided by adopting the following measures :-

(i) In each Ministry or Department a specified officer or 9ft}-
.' cers of appropriate rank shall be nominated and e~r .. 

marked for the purpose of conductin(l all the dep~~t­
mental enquiries arismg within that Mimstry /Departmep,~. 

(ii) As soon as occasion arises for taking up' such an enquiry 
the nominated ofticer will be relieved of his nOrMal 
duties to such extent as may be neeessary to enable 
him to devote full and careful attention to the comp1e:-
tion of the enquiry and the submission of his report. 
During this time the work of which the officer is reliev-
ed may be distributed amongst other officers. 

(iii) The nominated officers should familiarize themselves 
with the rules and essential procedural r~quirements 
and appreciate the difference between Depanmenta.l 
inquiries and trials in the Criminal Courts. The mai#-
tenance of close personal contacts with the Ministry',,' of 
Home Affairs will enable them quickly to resolve :any 
doubts or difficulties which may arise: ' " .. ~ 

,'; 6, As regards the causes of delay mentioned in (iii) and (iv} M 
para 4. much improvement will be effected if, <a> it is impressed. 
UpOIl all concerned that both public interest as ,,'ell as humanitariallt 
considerations demand that no avoidable delay should occur in, tht!' 
di$posal of disciplinary cases; and (b) any failure to give such cases 
due, priority is itself regarded as a dereliction of duty and suitably 
dealt with. 

7. As to the possibility of delay occurring in the consideration of 
a case and tendering of their' advice by the Union Public Service 
Commission, the Ministry of Home Affairs are in correspondence 
with the Commission and they have every hope that satisfactory 
arrangements will be made to secure all possible expedition on the 
part of the Commission. 

8. The Ministry of Finance/etc. arc accordingly requested to take 
immediate action on the instructions contained in paras 5 and 6 
above· • • •. 

ANNEXURE III 

Copy of D. O. letter from Shrl R. M. Patel, Defence S~cretary to 
SecNtary (R & E). No. 111/Secy. 53 dated the 13th March. 1953. 

, Please refer to vour D,O. No. 118-SF/53 dated the 12th Janu&t'!'I 
1953 in which you referred to a recommendation of the Public Ae-. 
counts Committee on the Appropriation Accounts for the year 1948-49. 



So far as this Ministry is concerned, prompt action is taken 
wherever necessary agamst officials who aff~ considered prima 
Jacie to .be responsible for any loss or damage, and where loss or 
da~age IS caused by some faulty procedure, action is taken to reme-
dy It. ~ do n~t. however, see that it is necessary to establish any 
conventIon as IS suggested by you, to consult thE: FinanCe Ministrv. 
The ac~ion will .be of an administrative nature. It is diff1cult t~sec 
how Finance wlll be any more competent than the administrative 
Ministry to dedde what punishment. should be awarded. The ad-
m.i.nistrative Ministry must be presumed to know and act in a res-
ponsible manner .• In the Defence Services the cases are generally 
tried formally by courts-martial and action must, in such cases, be 
tak~n in accordance with the disciplinary Acts of the Services. I 
feel that so far as the Defence Mmistry is concerned. the pre::lcnt 
system of dealing with these cases is adequate. 

ANN~XUREIV 

. The Public Accounts Committee wanted the Ministry of Finance 
(a) to see that Ministries initiate necessary proceedings in each and 
every case in time and (b) to devise remedial measures against JUlY 
defects that may have come to the notice of the Ministry of Finance 
in the course of investigations. Finance Secretary's D.O. letter of 
the 12th January, 1953, to other Secretaries stressed the importance 
of their dealing with these irregularity cases promptly and firmly. 
A suggestion was also made in that letter that the administrative 
Ministry could consult the Finance Ministry in advance regarding 
the action the former were proposing to take. This sug,estion re-
garding the previous consultation with the Finance MinlStry was 
not intended to be mandatory at all. It was a suggestion meant 
merely to enable the administrative Ministry to fortify its own posi-
tion. If a particular Ministry did not find it necessary to avail 'If 
this method of fortifying itself, there was obvlOusly no question of 
its disregarding any instructions issued in Finance Secretary's D.O. 
~ferred to above. There really was intended to be no instruction 
or direction of any sort on this particular point. The Defence Sec-
ret~ry's reply simply mean::; that he does not wish to avail of ,his 
method which was offered for the consideration of the Secretaries 
of all the Ministries of the Government of India. He has given a 
fairly, good reason for it too- though, in fact, he need have given no 
reason at all . viz. t.hat the Defence Services cases of loss, damage, 
e~c. are tried formally by Courts-Martial, and the disposal of SUCh 
cases, including the award of punishment, is governed by the Army 
Act'. This does not mean that the Finance Ministry are absolved 
from performing the two functions emphaSised by the Public Ac-
counts Committee and mentioned at (a) and (bj at the commence-
ment of this paragraph. 

Grants fOT Development Schemes 

R21. An important point that engaged the attention of the Com~ 
mittee during the examjnation of the Ministry of Finance was t~at 
there did not exist an adequate machinery at the Centre for ensunng 
that the Grants made to the State Governments etc. for Develop-
ment Schemes were properly utilized by them tor the purpose. for 
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which these were intended. The Committee feel that while the res..· 
ponsibiHty for spending properly the monies allocated by the Centre 
or the scrutiny of individual items of expenditure should rest with 
the State Governments concerned, the Central Government should" 
conduct broad checks to see that the objectives with which such al-
locations are made to the State Governments are achieved as intended 
and within the targets laid down. The Committee hope to re-examine' 
the whole position after going through ,a note whIch the Comptroller 
and Auditor-Genera. promised to incorporate in the next audit report. 
(See also P.A.C. Third Report 1952-53, R4.). 

. Copy of. pa.ragraph 20 of the Central Govemment Audit Report. 
(Civil) lIn Part L 

. Audit of Celritrat Grants 'for Development 

20. The Development Grants given to the State Governments. 
since 1945 by the Central Government, as a part of post-war Five 
Year Plan, were discontinued with effect from 1950.51. From 1951-· 
52 grants are made for specific development purposes to State Govern-
ments as part of the Five Year Plan. The accounting and audit 
arrangements of these grants are given below :-

The expenditure on the development schemes is initially incurred 
by the State Governments from their own revenues. This expenditure 
is subject to usual audit by the Accountant General, as in the case of 
other expenditure incurred by the State Governments. Only so> 
much of the audited expenditure as is incurred on schemes approved 
by the Government of India, is then reimbursed by the Accountant 
General to the State Government concerned by debit to the Central 
Government. This ensures that the Grant from the Centre is actually 
spent by the State Governments on the objects for which it was 
sanctioned. 

Nors.-&t P.A.C. 1944"45, R86 (Epitome Volume I). 

Procedw'e for oommunication of draft paragraphs fOr the Audit Re-' 
ports on Missions abroad to the Ministries. 

R-22. (i) The Committee came across some cases of irregular 
expenditure incurred in the Office of the High Commissioner foe 
India in the U.K. The Ministry of External Affairs. which is expect-
ed to be in executive charge of the various Embassies and Missions 
abroad. expressed ignorance when questioned on facts mentioned in 
these cases. The ComptrQl!er and Auditor.General stated that he 
would in future arrange to send copies of all draft paragraphs of 
Audit Reports relating to the High Commissioner's Office to the res-
pective Ministries for verifkution of facts, with a copy to the High 
Commissioner.· '" • '" 

Financial powers of the High Comm1.ssione'l·. 

R-22(ii) ••• "'The Committee desire to have a detailed note 
outlining the financial powers at present enjoyed by the High Com-
missioner and whether any of the powers delegated to the Old India 



'70 

O.lice had been withdrawn and alw whether the High Com:nissioner 
in the U.K. was exercising the same powers as were vested in the 
Ambassadors serving in other countries (See also P.A.C. Seuen.th 
Report 1952-53 Volu.me 1, R 16) 

APPENDIX VI TO TIlE PUBLIC ACCOUNTS COMM1'lTEE'S 
~EVEN'ftI BEPOBT 1851-13 VOLUME 1 

MINISTRY OF EXTERNAL AFFAIRS 

Note showtnr the revIseit fbwaclat powen ~ted·to· be .~­
lepted to the IIlgh Coauniulener lor Indta In the· Dlted Klndmn. 
as also the meaBUreI propGIeIl to .be taken to tla'hteaup the Internal 
ftDaDeial eentroJ In IUs ornalzatioa. 

. The financial powers enjoyed by the High Commissioner at pre-
&eDt are set out in annexure'B', Chapter 4 of the G. F. R. Volume 1, 
which is briefly summarized below. The High Commissioner m~y!~ 

(1) create temporary post&-
(i) for any speCified period or for an indefinitE' period termi-

nable at a week's or a month's notice, if the consolidated 
pay of the post does not exceed £400 a year; and 

(ii) for not more than 3 months, if the consolidated pay exceeds 
that limit but does not exceed £650 a year; 

(2) reduce the pay of a temporary post or increase.it within ~h~ 
limit of £400 a year; 

(3) sanction the grant of superannuation allowance to ofllcers on 
his own permanent establishment. who have duly qualified for such 
allowances, under such conditions and at such rates as are laid down 
in the Superannuation Acts for similar service under the British 
Government; 

(4) sanction within the limit of his budget allotment expenditure 
on-

(i) contingencies, including the purchase of articles required 
for his office; 

(ii) grants-in-aid to Indian students. or contributions to educa-
tional and other institutions conducive to Indian 
interests; 

(5) sanction the writing off of irrecoverable losses incurred in the 
discharlle of functions undp.r his administrative control or of over-
payments which owing to lapse of time or for special considerations 
he considers it unreasonable to recover; 

(6) sanction re-appropriation within his budget under 'External 
Aftairs; 
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2. These powers were delegated to him under the old orders of 
the Government of India. Other diplomatic Missions were establish-
ed much more recently, and it was not considered necessary or de-
sirable to delegate the same financial powers to them. The question 
of modifying financial powers of the High Commissioner is under con-
sideration, in the light of the limited powers delegated to other Head:>. 
of Missions· ... • 

3. '" '" ... It may be stated that the Indian High CommIssion in 
London is a very large organization charged with responsibility for 
a number of extradiplomatic functions. It is responsible for the pur-
chase of stores, the care of Indian students; and for a great many other 
"agency" functions, which were formerly performed by the Secretary 
of State for India. For al1 this work the High Commission has to 
maintain a large establishment. Its position is, therefore. not really. 
comparable with that of any other Indian Mission abroad. It would 
not be proper to curtail the High Commissioner's powers without full 
examination of the case and without considering his views. It is. 
also most unlikely. for the reasons given above, that. it will be possible 
to reduce the High Commissioner's powers to the same as those of 
other Heads of Missions. 

4. To ensure adequate financial control, an officer nominated bY' 
the Ministry of Finance is stationed in the High Commission to serve 
as Financil\l Adviser. The duties and function& of the Financial 
Adviser are set out in Annexure II. Although this officer is under 
the administrative control of the High CommLc;sioner and functions 
directly as an o~cer of the Finance Ministry only in respect. 
of the India Stores Department, the procedure preEcribed for consulta-
tion with the Financial Adviser and for the resolution of a disagree-
ment between the High Commissioner and the Financial Adviser on 
a matter of importance is expected to ensure that due importance is 
attached to the Financial Adviser's advice. At present this post .is. 
held by an officer of Deputy Financial Advise!"s status. It IS now 
being considered how the post should be manned, having in mind the-
fact that the incumbent will not only be required to render financial 
advice to the High Commissioner but may also be called upon to 
advise and act on a wide range of economic matters. 

ANNEXURE II 

Duties Of the Financial Adviser to the High CommissioneT for India. 
in the United Kingdom.. 

He will advise the High Commissioner on all general questions 
of expenditure, finance, currency, ba~king and allied matters ~ect-: 
ing India which may be referred to hIm, and WIll, whenever requlred 
by the High Commissioner, attend meetings and participate in dis-· 
cussions relating to these matters on behalf of the High Commis-
aioner or Government of India as the case may be. 
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2. He will, subject to such general orders as the High Commis-
'Sioner may issue, keep the Ministry of Finance (External Finance 
Division) regularly informed of all important developments in res-
pect of the matters mentioned at 1 above. 

3. He will scrutinise all proposals for expenditure for which 
'Specific sanction of the Government does exist, and advise the High 
Commissioner or his officers. as the case may be. on the propriety of 
incurring the expenditure. 

4. He will render financial advice to the High Commissioner or 
his officers. also on proposals for expenditure other than those men-
tioned at 3 above, it being understood that the High Commissioner 
may decide by general or special orders what proposals must be 
referred to the Financial adviser, and what proposals need not be. 

5. He will also function as ex-offi.cio Deputy Secretary in the 
!;xpenditure Division of the Ministry of Finance in so far as the 
India Stores Department, London, is concerned. 

6. He will be subject to the administrative control of the fligh 
.commissioner. J •• 

7. The Hi~h Commissioner will generally be guided by the 
Financial AdVIser's advice: but in case where he disagrees with the 
Financial Adviser. it will be open to him to suspend further action 
pending reference to the Ministry of External Affairs, with a full 
st~tement of the case, for orders, or he may take such action as he 
deems necessary in anticipation of Government's approval, and then 
report to India with a full statement of the case. 

8; In regard to the Financial Adviser's duties at 5 above, he will 
·work as a unit of the Ministry of Finance, and when reference to the 
Ministry of Finance in a particular case, due to the importance of the 
1iubject matter or difference of opinion between the Financial Ad· 
viser and the India Stores· Department or the High Commissioner. 
becomes necessary, he will make such reference through the High 
Commissioner. 

Working and Audit of State sp0n.3ored Corporation •. 

R24. The Committee discussed with the representatives of the 
Ministry of Finance the propriety of transferring governmental acti-
vities to private Corporations-e.g. Indian Telephone Industries, 
Bangalore, which had been formed into a Joint Stock Company, but 
capital of which had been invested by the Mysore and the Central 
Governments. The Committee feel that jf such concerns are run 
independent of the control of Government or Parliament there is a 
dan~er that public money might be frittered away in frivolous in-
vestments. The Committee therefore consider that for the reasons 
indicated by them in paragraphs 8 and 104 of their report for 1950-51, 
State sponsored Corporations should be regulated by Statutes of 
Parliament and their finances subjected to audit by the Comptroller 
and Auditor-General and scrutiny of the Public Accounts Com-
mittee. While it is recognised that the day to day administration of 
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a business concern should be regulateJ somewhat differently from 
ordinary public administration for which purpose it may be formed 
into an autonomous or semi-autonomous body it is important that 
such a body does not transgress the recognised rules of financial pro-
priety and there is strict check over the public money which has 
been invested in such concerns (See also P.A.C. Third Report 1952-
53. R. 5). 

NOTE.-Stt ".A.C. '947-48 (Post-Partition) R 8. 

Prompt action on irregularities reported in the A udit Report. 

R26(i) • • • The Committee would expect that whenever ir-
regularities are mentioned in the Audit Report. action to rectify 
them is taken in advance of their consideration by the Committee so 
that the Committee are informed of the final position and not merely 
told that the matteI' would be looked into. . 

• • • • • 
The Public Accounts Committee for 1952-53 (Seventh Report 1952-

53 page 168) mere informed that the Ministries had noted the recom-
memiatiom. 

Purchase of a car by High Commissioner without prior sanction' 'of 
Government. . . 

R26. (iv) • • • Regarding the purchase of a motor car by the 
High Commissioner for India in the U.K. from a senior official return-
ing from U.S.A. without haxing obtained prior sanction of the Gov-
ernment of India, it was deposed before the Committee that the 
transaction was intended to help the officer in getting an advance. 
The Committee feel that the advance should have been given in the 
manner prescribed under the rules and with the sanction of the com-
petent authority and the rules themselves should not have been· cir-
cumvented in the way it was done. The Committee consider that 
the Ministry of External Affairs should instruct the High Commis-
sio~er for India in the U. K. to observe strictly the rules in future. I 

The Public Accounts Committee for 1952-53 (Seventh Report 
1952.053 page 178) were informed that the necessary instructions w'.,-e 
issued to the High Commissioner for India in London who had noted 
the recommendations for future guidance. , 

Principles for the recovery of ch4rges on.. account of WOrk done for 
. State Governments. Private Bodies, etc. -. 

Hal. In the working of the commercial undertakings such,-as 
the Central Tractor Organisation, all factors that tend to raise the 
working cost, e.g., increase in the pay and allowances of the staff, 
depreciation charges etc., should invariably be kept in view while 
enforcing recoveries from private bodies, State Governments etc. on 
account of the work done or services rendered. In case the accepted 
commercial principles are infring~d, the officers c,?ncemed should be 
held responsible for loss of pubhc money resulting from shortr~ 
covery from those to whom servir.es are rendered or supplies made. 
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, ' The Public Accounts Committee for 19S2-53(Seventh Report) 
1952-53. Vol. I page 196) We1'e informed that so far as the RailwayS' 
are c07lcerned th.e relevant provision exists in the Engineering and 
1'.·lechanical Codes of the State Railways for the levy of all elements 
Qj cost of 1vork done for other Departments and private bodies and 
t.hat the otht'T Ministries had noted the recommendation. 

Loss due to change in specification after placing of orders 

',' R.33. • • ·If in any case it becomes necessary to change specifi-
cations after orders have been placed, the financial effect of such. 
changes in specifications should be taken into account before a deci-
sion is arrived at. In any case, it should be ensured that bychangmg 
the original specifications, there is no undue loss to Government. The 
Conunittee also endorsed the suggestion of the Comptroller and 
Auditor-General that there should be a close co-ordination between 
tl1e'indenting and purchasing Ministries. (See allO P.A.C. Seventh 
Report, 1952-53 R. 27). 

/' 

The Public Account, Committee (Seventh Report 1952-53. Vol. I 
page 184) for 1952-53 were infonn.ed that aU the Miniltries had noted 
the recommendation. ' 

Audit of Grants-in-aid paid by the Government of India to the 
Central Universities • 

R36. During the course of examination of the accounts relating 
to' the Ministry of Education, the Committee were told that Gov-
entment were contemplating to bring forward before Parliament 
a 'measure regulating control over the ~ants paid to the Universities 
and the conduct of audit thereof through the agency of the Com-
ptr.oller and Auditor-General of India. The Comptroller and Auditor-
Ge,neral informed the Committee that his own feeling in this matter 
w,s that in consonance with ~e provisions of the Constitution,· he 
should. under the proposed arrangements, submit his Audit Re-
ports to the President who should cause them to be presented to 
Parliament. The Committee agreed with this view of the Comptrol-
l~t and Auditor-General and desired that Government should care-
fully consider the matter and clearly define the powers and respon-
sibilities of the Comptroller and Auditor-General in so far as the 
atidit of the· finances of the Universities was concerned without 
impinging upon the autonomous character of the Universities as con-
ferred upon them under the various Statutes. ' 

'. Pl00. • ••• * The Comptroller and Auditor-General informed 
the Committee that the accounts of some of the Universities in the 
States were already subject to audit by 'consent arrangements'. 
• *;* -(See also P.A.C. Fifteenth Report 1954-55 Volume I. R-43). 
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APPENDIX XXXVD TO THE PUBLIC ACCOUNTS COMMlTl'EE'S 
SEVENTH REPORT 1951-53 VOLUME I 

Copy of letter No. F. 4I-2/52-G. 3., dated the 11th November 
1952 from the Government of India. MlDJstry of EilUeatlOD to the 
Chairman and Members of the Public Accounts Committee. 

SUBJECT :-Audit arrangements for the Central Universities. 

At the meeting of the Public Accounts Committee held on the 
29th of October 1952, the Committee desired that a memorandum 
should be submitted on the ~uestion of audit of the accounts of the 
Central Universities by the Comptroller and Auditor-General of India 
and the presentation of the report to Parliament. I am accordingly 
directed to submit the following facts for the information of the 
Committee. 

2. At the time of amending the Acts of incorporation of the Cen-
tral Universities at Banaras, Aligarh and D~lhi in 1951 and 1952. it 
was suggested by the Comptroller and Auditor-General of India that 
the audit report on the accounts of the Central Universities should 
be submitted to Parliament. The suggestion was considered in con-
sultation with the Ministry of Law who held that it was not necessary 
that the Comptroller and Auditor-General should submit his report 
to the President or that the accounts of the University be placed 
before Parliament as they are not Government accounts. It was 
also noted that Parliament would have an opportunity of discussion 
in connection with the voting of grants to the Universities. Accord-
ingly. provision was made in the Acts of incorporation of the Banaras 
Hindu University. the Aligarh Muslim University and the Delhi 
n'liversity for the submission of the report of the Comptroller and 
Auditor-General to the Visitor of these Universities who is the 
President of India. This arrangement will enable the Government 
of India to advise the Visitor whether specific action on the audit 
report is called for and also enable Government to ensure that the 
financial affairs of the University are efficiently managed, without in 
any way impairing the autonomy of Universities. 

3. The po'int of view of the Comptroller and Auditor-General 
was raised in Parliament in the debate relating to the amendment 
of the Banaras Hindu University Act by means of an amendment to 
the relevant clause to provide that the "Report of the Comptroller 
and Auditor-General shall be submitted to the Visitor, who shall 
cause it to be laid before each House of Parliament". Mter a full 
discussion, this amendment was rejected by the House. It will be 
seen from the enclosed extracts of the relevant Sections as adopted 
by Parliament that the accounts of the Central Universities, when 
audited, are to be published in the official gazette and that a copy 
of the accounts together with the auditor's report is to be submitted 
to the Visitor (the President of India). 

4. An extract of the relevant provision in the Visva-Bharati Act. 
1951, is also appended. The accounts of the University are to be 
audited "according to the directions of the Central Government" and 
6-5 Compt. A. G./58 



Copies of the audi~(!a aeco~ts and a.udit report. tre ,to be submitted 
to the ParidarSika (viSitor) who is iiSo the Preflident of India. It 
is understood that the audit of the University's accounts has been 
entrusted to the Accountant General, West Beng~. 

Copy of SeeUoD 13 of the Banaras Hindu UniverSity Act. 1915. 

13. Audit of Accounts.-·(1) The Accounts of the University 
shail, once at least in ever;y year and at intervals of not more than 
fifteen months, be audited by the Comptroller and Auditor-General 
of India. 

(2) The accounts, when audited, shall be published in the Offi-
cial Gazette and a copy of the accounts, together with the Auditor's 
report, shall be submitted to the Visitor. 

·Vide Section 9 of the Banaras Hindu University (Amendment) 
Act, 1951. 

Copy of SeCtion 35 of the Alltarh Mullm University Act XL 01 
1928. 

35. Annual Accounts.-(l) The annual accounts and balance sheet 
of the University shall be prepared under the direction of the 
Executive Council, and shall once at least every year and at intervals 
of not more than fifteen months be audited by the Comptroller and 
Auditor-General of India. . • 

(2) The annual accounts when audited shall be published in the 
OMcial Gazette and in the local official Gazette, and a copy of the 
accounts together with the report of the Comptroller and Auditor-
deneral shall be submitted to the Visitor. 

(3) The' annual accounts and the financial estimates shall be con-
sidered by the Court at its annual meeting, and the Court may pass 
resolutions thereon and communicate the same to the Executive 
Council which Shall take such action thereon as it thinks fit. 

Copy of SeeUolt S8 of the Delhi University Act of 1922. 
39. Audit Of Acco1l.nts.-(1) The accounts of the Univetsity shall, 

once at least in every yeai' at intervals of not more than fifteen 
months, be audited by the Comptroller and Auditor-General of 
India. 

(2) The 8CCQunts, when. audited, shall be .published in the Offi-
Cial Gazette and. a copy of tbe accounts together with the audit 
report shall be submitted by the UniverSity to th~e Visitor. 



FIR'T REPORT 1951-51 77 

8m-actS frOm the Visva-Bha1'ati. Act No. XXIX of 1951 OM the 
First Statutes of the University . 

• • • • • 
Section 36. Annual Accounts.-(l) The annual accounts and 

balance-sheet of the University shall be prepared under the direction 
of the Karma-Samiti (Executive Council), and shall be submitted to 
the Central Government. 

(2) The audit of. the accounts of the University shall be carried 
out according to the directions of the Central Government. 

. (3) Copies of the audited accounts together with copies of the 
audit report, if any. shall be submitted to the Samsad (Court) and 
to the Paridarsaka (Visitor). 

(4) The annual accounts and the financial estimates shall be 
considered by the Samsad (Court) at its annual meeting, and the 
Samsad (Court) may pass resolutions thereon and communicate the 
same to the Karma--Samiti (Executive Council) which shall take 
them into consideration and take such action thereon as it thinks 
fit or inform the Samsad (Court), when no action is taken, of its 
reasons therefor. 

Verification of facts included in the Audit Repcn1;s 

R37. The Committee noticed a tendency on the part of some 
Ministries to refute the facts embodied in the Audit Reports which 
are, as the Committee were told by the Comptroller and Auditor-
General, included therejn after the statement of facts had been 
verified by the Executive. This procedure is designed to prevent a 
subsequent waste of time of the Public Accounts Committee or 
Parliament owing to any disagreement on facts. Ministries are 
expected to send their comments on facts within a time limit pres-
cribed by the Comptroller and Auditor-General. The Committee 

. agree with the Comptroller and Auditor-General that it is his duty 
to call the attention of Parliament through the Public Accounts 
Committee to any f.acts which appear to him to indicate an impro-
per expenditure or waste of pubhc money, and it necessarily follows 
that, for the performance of his duty satisfactorily, he is fully 
justified in asking the department for its explanations as may be 
proper. The Committee strongly disapprove of the failure of certain 
officials to co-operate with the Audit Department in the timely 
verification of facts proposed to be incorporated in the Audit Re-
port and subsequent attempts on the part of the representatives of 
the Ministries to contradict any statement contained in the Audit 
Reports at the time they appear before the Public Accounts Com-
mittee.. This. can only impede the work of the Committee and de-
feat the object of Audit and Parliamentary control. 

The Public Accounts Committee, 1952-53' (Se1)enth Report, 
1952-53,Votv.me I, Page 169) were informed. that the Ministry of 
Finance have noted the observations of the Committee. 
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·APPENDIX ,IV TO 'DIE PUBLIC ACCOUNTS COMMl'1TEE'S 
SECOND BEPORT 1951..&2 

Copy of aanway Board's Letter No. 51-8-2498, dated the 18th 
April 1951 to the GeIIenl MaDapn, All IncUan Rallwaya. 

SUBJECT.-Delays in meeting audit requirements. 
In this connection attention is invited to Board's letter No. 

46-B-2498/3, dated 21st May 1946 (copy reproduced below for ready 
reference) wherein it was very clearly stated that within 6 weeks 
of the receipt of an audit para. from the Chief Auditor a Railway 
Administration should complete the verification of the facts in, and 
the scrutiny of, the draft paragraph and send a reply to the Chief 
Auditor. 

Copy of RaIlway Board's letter No. 46/8/2498/3 dated the 21st 
May, 1946 to the Geaeral MaDarers oflndiaD Govermncnt Railways. 

, 
2. As the immediate spending authority to whom the Chief 

I\uditor originally presents the draft para. for possible inclusion in 
the Audit Report is the General Manager of the administration con-
cerned, it has been decided that the time limit of six weeks should 
count from the date the draft para. is received by the Railway Ad-
ministration from the Chief Auditor. It is, therefore, imperative 
that. within six weeks of the receipt of an audit para. from the 
Chief Auditor, a Railway Administration should complete the 
verification of the facts in and the scrutiny of the draft· paragraph 
and send a reply to the Chief Auditor. Necessary in1;tructions to 
implement this decision without fail should be issued to the depart-
ments of the administration concerned. 

APPENDIX m TO TIlE PUBLIC ACCOUNTS COMMI'ft'EE'S 
SEVENTH REPORT, 1952-53 VOLUME I 

Mlnlstry of Works, llous1Da' and Supply OIlce Order No. Bu4&'et-
(2)/52, Dated 17-12-1952. ~. 

• • • • 
6. Audit paras.-
(i) Cases which audit considers it necessary to be brought to 

the notice of the Public Accounts Committee either on account of 
the large amount or the principle involved are embodied with the 
audit comments in the Appropriation Accounts and Audit Report. 
These are published documents which ere scrutinised by the Public 
Accounts Committee. It is the responsibility of the executive in-
cluding th!s Ministry to defend the subjects mentioned in the audit 
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p:!ras. from the administrative point of view. Before the cases are 
actually 'included in the audit report, the Audit Officers refer the 
proposed dr3.ft paras. to the· Ministry for acceptance both as regards 
the facts of the case and the audit comments thereon. These paras. 
should in the first place be sent to the Budget Branch which will 
enter them-in a register and then mark them to the branches ad-
ministratively concerned. The Budget Branch will carefully watch 
through this register the efficient disposal of these paragraphs. The 
administrative branches will examine the audit paras. from their 
point of view, suggest amendments where necessary, considering the 
defence that we have to put up to the Public Accounts Committee 
eventually, and, after approval of the disposal, in draft stage, by 
the Branch Officer, send the case to the co-ordinating Budget Branch 
which will thoroughly and critically scrutinise the audit comment 
and the draft reply and submit the case to Joint Secretary or Sec-
retary. It has been decided that, before the reply is finalised and 
sent to audit. the Budget Branch will send the case to the Ministry 
of Finance (1. & C. Division) for their remarks or advice. Thus 
the Ministry of Finance will be associated in the disposal of the 
audit paras right from the beginning. This is a slight departure 
fr.om the existing practice under which we bring in t~e Minist? of 
Fmance only when we are unable to persuade the audIt of our VIews • 
on the subject. This departure enables the Ministry of Finance to 
come into the picture straightaway. Reply to audit regarding the 
draft para. should be issued only after the case has been seen in the 
Ministry of Finance and the draft reply is approved by the Budget 
Braneh. 

(ii) It should be remembered in the disposal of audit paras. that 
having regard to the facts of the case we should be able to justify 
our action before the Public Accounts Committee at a later date. 
It is, therefore, necessary that suitable action should be taken by us 
not only on the irregularity pointed out, if it is established, but also 
to prevent a recurrence thereof. It should be our endeavour to con-
vince audit of the adequacy of action taken by us and suggest 
amendments to the para., where necessary to clearly bring out 
in the para. itself that we have taken the reqUisite action so that the 
work of the Public Accounts Committee may also be lightened when 
they scrutinise the audit para. eventually. This will naturally save 
a lot of time when the briefs for defence are prepared . 

... ... ... ... ... 
E:rpeditio'US disposa.l of Audit Notes 

R-38. The Committee reiterate the recommendation made in 
para. 9 of the Report of the Public Accounts Committee for the year 
1950-51 in regard to the expeditious disposal of Audit Objections and. 
Audit notes. The Committee further suggest that the Ministry of 
Finance should Issue instructions requiring the Financial Advisers 
attached to the various Ministries to call for quarterly statements 
showing the progress made in the disposal of audit objections pend-
ing in the various Ministries· and their attached and subordinate 
Offices and to see that they are replied to in time. The Executive 
Officers should also, while inspecting the subordinate offices, make 
it a point to enquire about the disposal of audit objections and the 
improvements eft'ected in the procedure as a result thereof. 
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P.152 ....... tIC tIC .......... Disposal of Inspection Reports and Objec· 
tions.-This para. revealed large number of outstanding objections in-
volvmg over a crore of rupees, some 'of which were as old as 1942-43. 
The Committee while stressing the necessity for the expeditious clear-
ance of those objections suggested that .the representatives of the 
Ministry of Finance and the Accountant-General, Central Revenues 
should together clear up all the outstandings on the spot. It was 
stated by the representative of the Ministry of Finance that they 
had already issued necessary instructions in the matter to all the 
Ministries. As general directions or circulars of this nature were 
not found to be very effective. it was suggested that in order to 
eXPedite matters, the Finance Officers accredited to the various Mi· 
nistries might ask for lists of outstanding objections from the 
Ministries periodically an,.d also examine the reasons why the out.. 
standings had not been cleared up. If necessary, they should be 
asked to render necessary assistance to the Ministries in the clear-
ance of the arrears and ensure that the objections were answered 
in time. 

APPENDIX VD TO THE PUBLIC ACCOUNTS COMMlTl'EE'S 
.. - FIFl'H REPORT 1952-53 VOLUME I 

Copy of Railway Board'. Leiter No. 5%·8-2498 pt. 21 .• datedtth 
J~y 1952 to the General MaDaprs, IDdIa.u Railways and Cblttaranjan 
Loeomotlve Works. 

SUBJECT:-Disposal of Audit Objections. 
* ... • • ... • 
In this connection, attention is invited to the previous recom-

mendations of the Public Accounts Committee in the matter em· 
bodied in the Board's letter No. 46-B-2498/3, dated the ~lst May 1946. 
the Board desire that you should impress upon your heads of depart--
ment and their subordinate officers the necessity and importance for 
expending disposal of Audit objections and for keeping your F.A. & 
C.A.O., fully informed of the progress in the disposal of Audit objec-
tions. The proposal made in the concluding sentence of the recommen-
dations, viz., enquiry about the disposal of the Audit obiections during 
the inspection of the subordinate offices by Executive Officers, should 
also be arranged to be implemented. 

No. 52-8-2498 Pr. 21, DATED 9TH JULY 1952. 

Copy forwarded for -information to the F.A. .& C.A.O., Indian 
Railways and Chittaranjan Locomotive Works and Director. Rail-
way Clearing Accounts Office. Arrangements should be made, if 
they are not already in force. for watchil!J the disposal of the Audit 
ob,ections through tbe monthly or periodical progress reports sub-
niitted by the difterent branches and through the half yearly arrear 
reports. In the half yearly alTear reports submitted to the Board, 
the posi tic;m in reg~rd to the disposal of Audit inspection reports and 
Al~dit notes should' be dealt with. 
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APPENDIX ~IV TO '1'UE ~C ACCOUNT$ CQM1'UT1'EE'S 
. Wl'EEN1'B"BIl'O~ 19"~5S VOLUME U . 

MINISTRY OF FINANCE 
SUBJEcT.-Prompt disposal of audit objections 

The procedure that has been devised to ensure prompt disposal 
of aiJdit objections iii laid down in the Finance Ministry's Memo-
randum No. F. 27(7)/EGI/53, dated the 29th June, 1953 and Office 
Memorandum No. F.27(7)/EGI/53, dated the 19th December, 1953. 
(See Annexures I and II). It is briefly explained below. 

2. A(!cording to this procedure, audit will send their objections 
to the appropriate Ministries and will also compile and forward to 
~ach Ministry a list of objections which are outstanding against the 
Ministry for more than six months. A copy of the list will also 
be lIent to the Ministry of Finance for information. It will be the 
duty of the administrative Ministry to arrange for prompt action 
being taken "to settle outstanding objections, if need be, in consul-
tation with their accredited Finance. As far as possible, periodical 
discussions will also be held between administrative Mirustry and 
the Audit Officers concerned to facilitate prompt settlement of 
audit objections. As regards audit objections relating to the various· 
offices under a Ministry, the A. G. concerned will send periodical 
returns to the Ministry showing the offices which have failed to 
clear the audit objections, the number of such objections and the 
period fOf which such objections have been outstanding with eac:h 
ol'fice. On the basis of this information from the A. G. concerned, 
the administrative Ministry will see that necessary action is taken 
by the offices concerned under it to settle the outstanding objections 
expeditiously. The administrative Ministries have also been re-
quested to maintain a register containing the items of outstanding 
objections as reported by the audit authorities both in respect of 
the Secretariat proper and the attached and subordinate offices 
thereunder and indicating the progress of action taken on each item. 

3. The returns containing audit objections outstanding for over 
s:x months will be furnished by the Audit half-yearly in the manner 
described below : 

(a) All old items which are settled in a half-year will be 
omitted and new items added in the next half-year. In 
respect of old items which remain unsettled at the time 
of the issue of the next return, only a reference to the 
return in which the items were originally included ,.,m 
be given. 

(b) The half-yearly statements will be compiled Oflice or 
Department-wise in dupli~ate. 

(c) Action required to be taken against each item of the state 
ment will pe indicated in the return. 

(d) Returns will contain relevant details such as particulars 
of objections (which are outstanding for over 6 montbl;), 
period to which they relate, money value of the objec-
tions and replies of the administrative authorities togetber 
with their latest reference etc. 
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Each Ministry will, as a rule, obtain periodical returns from its 
own Branches and Sections and Attached and Subordinate Offices. 
showing the particulars of outstanding objections and reasons for 
their non-settlement, so that the Ministry concerned may check UP. 
those returns with the returns received half-yearly from the AudIt 
and take such action as may be necessary in the circumstances of 
each item. The Ministries will also intimate to Audit half-yearly 
the progress of settlement of the audit objections as communicated 
by their Branches and Sections and Attached and Subordinate 
()ffices. . 

4. The above procedure has had the concurrence of the Audit 
Authorities also. 

ANNEXURE 1 

Copy of GoVerDJllent of india, MInistry of FiDanee "(Department 
of Revenue and Expenditure), Memora.nc1um No. F. 27(7)-E.G.L/53, 
dated the 29th JUDe 1953. 

SUBJECT.-Prompt disposal of Audit objections 
J 

The Public Accounts Committee have commented on the inordi-
nate delay on the part of both the Ministries and their attached and 
subordinate offices in replying to audit objections and have. suggest-
ed that effective steps should be taken to secure prompt disposal of 
such objections both in the Secretariat proper and outside. The 
following procedure is therefore laid down. 

So far as the Ministries proper are concerned the Audit will 
send their objections to the appropriate Ministries and will also 
compile and forward to each Ministry quarterly a list ·of objections 
which are outstanding against that Ministry for more than six 
months. A copy of this list will also be sent to the Ministry of 
Finance for information. It shall be the duty of the administrative 
Ministry to arrange for prompt action being taken to settle the 
outstanding objections, if need be in consultation with the accredited 
Joint Secretary (Finance). Efforts to hold periodical discussions 
between the Administrative Ministry and the Audit Officers concerned 
will .facilitate quicker settlement of audit objectiuns. Special care 
should be bestowed in respect of such objections as involve the possi-
bility of recurring loss unless quick remedial action is taken. 

In regard to audit objections relating to the various offices under 
a Ministry, under the present procedure, it will not be possible for 
the Ministry to ensure that every audit objection has. been dealt 
with promptly by the offices concerned as the audit objections are 
sent to the offices concerned and not to the Ministry. With a view 
to enabling the Ministry concerned to see that prompt replies 
are sent to audit, periodical returns to the Ministry showing the 
offices which have failed to clear the audit objections, the number 
of such objections and the period for which such objections. have 
been outstanding with each ()ffiee will be sent by the Accountant 
General concerned quarterly. On the basis of the information from 
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the Accountant General, the Administrative Ministry should ensure 
that necessary action is taken by the offices concerned under it to 
settle the outstanding objections expeditiously. 

Government attach great importance to the implementation of 
the above procedure. Suitable action should be taken by the Minis-
tries and their attached and subor4inate offices to ensure strict 
compliance with the above procedure. The administrative Minis-
tries are requested to maintain a register containing the items of 
outstanding objections as reported by the audit authorities both in 
respect of the Secretariat proper and the attached and subordinate 
offices thereunder and indIcatmg the progress of action taken on 
each item. 'The register will be open to inspection periodically by 
the accredited Financial Adviser to the Ministry concerned. 

ANNEXURE 11 

Copy of Government of 1Ddia, MlnJstry of FlDance, OtIlee Memo-
randum, No. F. 21(7)-E.G.I.j53, dated the 19th December 1953. 

SUBJECT.-Prompt settlement of Audit Objections 

A reference is invited to .the Ministry of Finance Memorandum 
of even number, dated the 29th June 1953, and to say that, it has now 
been decided in consultation with the Accountant General Central 
Revenues. to modify the existing procedure as indicated below:-

2. The returns containing Audit Objectionsaoutstanding for over 
six months will. in future, be furnished by the Audit half-yearly, 
and not quarterly, in the manner described below: 

(a) All. old items which are settled in a half-year will be omit-
ted and new items added in the next half-year. In 
respect of old items which remain unsettled at the time 
of the issue of the next return, only a reference to the 
return in which the items werE'~ originally included will 
be given. 

(b) the half-yearly statements will be compiled Office or 
Department-wise in duplicate. 

(c) Action required to be taken against each item of the state-
ment will be indicated in the return. . 

(d) Returns will contain relevant details such . as particulars 
of objections (which are outstanding for over 6 months), 
period to which they relate, money value of the objec-
tions and replies of the administrative authorities to-
gether with their latest reference etc. 

3. Each, Ministry should, as a rule. obtain periodical returns 
from its own Branches and Sections and Attached. and Subordinate 
Offices, showing the pa~ficulars of outstanding objections and the 
~asOllS for their non-settlement, so that t~. Ministry concerned 
may check up those returns wtih the returns received half-1ear1y 
from the Audit and take such action as may be necessary In the 
circumstances of each item. 
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4. The Ministries ~hould intimate to the Audit halfayearly the 
progress of settlement of the Audit Objections as communicated by 
their Branches and Sections and Attached and Subordinate Offtces. 

5. SubjeCt to the modifications indicated in the preceding para-
graphs, the procedure outlined in this Ministry's Memorandum or 
even number dated the 29th June, 1953, will continue to be in force. 

Note.- SIt P. A. C. 19w6-27, R. 33 Epitome Vol. J, and P.A.C. '947-48 (Polt. 
panition) R 9 uf this voJum... . 

Responsibility of Central Government jor agricu.ltu.ral deveLopme'nt 
R 43. The representative of the Ministry of Food and j\griculture-

explained to the Committee why the roseate picture of the work-
ing of the Grow More Food Schemes as outlined in the report placed 
before the Committee by the Ministry could not be reconciled with the 
actual food situation wh:ch had worsened in some of the States. The 
Committe.e feel that the Central Government should not taJte di-
rect responsibility in matters of agf.'icultural development which had 
better be left to the charge of the State Governments concerned arid 
desire that this question should be considered by the Finance Com-
mission. 

The Public Accounts Committee for 1952-53 (Seventh r~port 
1952-53, Vol. 1 page 186) were informed that the Ministry of Food 
and Agriculture had noted the recommendation . 

• 
Air Travel by the Mi'ni6ters 

R 45. With reference to the observations made in paragraph 
22(c) of the Audit Report, 1950, the Committee were Informed that 
the rules regulating the chartering of planes by the Ministers and 
other Oftlcers of the Government of India had since been framed. 
A copy of such rules was also furnished to the Committee and after 
going through them, the Committee consider that the following pro-
.vision contained therein was open to abuse:·-

"In case , Minister certifies that it is necessary for the purpose 
of his visit on Government duty to take any other person 
with him that person too will bE' treated as an 'entitled 
person'." . 

The Committee are of the view that Government is not compe-
tent to regulate such matters under Executive Orders, and suggest 
that it would constitutionally be a proper course if they are regu-
lated by legislation. Government should, therefore. introduce 
necessary legislation in the matter as early as possible. 

The Committee also place on record their disapproval of the 
action taken to waive the recovery of the amounts due from twC). 
Ministers who ·were responsible for allowing· So~e ~on-entit.ed per-
sons to travel with them on certain journeys. . . 
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APfEND:P: XXXVI TO THE PUBLIC ACCOUNTS OOMMlTI'EE'S 
FDtST REPORT 051-52 

MINISTRY OF FINANCE 

Rules for the chartering of Aeroplanes 

A. By Hon'ble Ministers-

1. An Hon'ble Minister may on his own authority and subject to 
th~ provisions of Rules 2 and 3 sanction the chartering of an aero-
plane for a journey required to be undertaken by him in the public 
interest. Subject to the provisions of these rules being observed 
the concurrence of the Ministry of Finance may be presumed. . 

2. An aeroplane may not be chartered for a journey between two 
points connected by a regular air service, unless in the opinion of 
the Hon'ble Minister it is necessary in the Public interest to travel 
by a chartered plane instead of by the regular service. The reasons 
for chartering a machine in such cases shall be recorded in writing 
and a copy of the same communicated to Audit. 

3. As soon as a journey by air is decided upon, the Hon'ble Mini~ 
tel' should communicate his requirements to the Hon'ble the Defence 
Minister with a request that one of the planes-inciuded in the Royal 
Indian Air Force Communications Flight may be made available 
to him. It is only if such a plane is not made available that a copy 
of the Hon'ble Minister's orders together with the names of the enti-
tled persons (whose number should be kept to "the absolute mini-
mum) accompanying the Hon'ble Minister should be com-
municated to the Director General, Civil Aviation, who will there-
upon arrange to charter an aeroplane of the smallest capacity avail-
able sufficient to accommodate the entitled persons undertaking the 
journey. In chartering the plane the Director General, Civil Aviation 
should see' whether any other Minister can make use of the plane. 

NOTB.-For the purpose of this Rule an "Entitled Penon" means a Government 
Ic.rvant who is entitled to travel by air under S. R. 41J-B and wbo is required by the 
Minister to travel on duty with him in a chartered plane. It has bf,cn decided that a 
Private Se<:retary, a P.enonal A8Si~tant and Jamadar and/or a private serVant accompanyiqr 
an Hoo'!Jle Minister on duty in a chartered plane will be treated as entitled person~. Any 
officer requl~d to travel With 'Hon'ble Ministers under the rulel\ for the protection of their 
persons will alao be treated a8 entitled person. 

In case a Minister certifies that it is necessary for the purpose 
of his visit on Government duty to take any other person with him 
that person too will be treated as an "entitled person". 

4. An Hon'ble Minister may subject to no additional expenditure 
being caused thereby to Government, take a non-entitled persoD 
with him in a chartered plane on p8yment to Government of a first 
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class tull or half railway fare, as the case may be, and in the ca£e 
of a journey between two stations not connected by rail but connect-
ed by a regular air service. one or half standard air fare as the case 
may be. In case no regular air service exists the fare should be 
calculated at the rate of 4 annas per air mile. . 

5. CommuniCation of sanctions to audit.-A copy of the order 
sanctioning the chartering of the machine shall be endorsed to the 
Accountant General, Central Revenues, indicating therein that no 
plane of the Royal Indian Air Force Communications Flight was 
available for that journey. The sanction should indicate the purpose 
of the journey and the names of the entitled persons required to 
travel by the aeroplane. In cases falling under Rule 2 the sanction 
should be accompanied by' the requisite certificate from the Hon'ble 
Minister. A certificate that the plane actually chartered was the 
smallest available with reference to the number of entitled persons 
and that the rates charged are correct shan be r~corded on the bill 
for hire charges by the Director General, Civil Aviation before it 
is sent to the Accountant General, Central Revenues for payment. 
The bill should be accompanied by the Air company's list of passen-
gers who travelled by the chartered plane. 

B. By other Officers of the Government of India-

1. Each proposal for the chart,ering of an aerorlane must come 
up to Finance Ministry for sanction. The proposa should indicate 
the purpose of the jout:ney, the reasons for chartering an aeroplane 
and the number of entitled persons who are to travel by the charter-
ed plane. 

2. As in the case of the Hon'ble Ministers, chartering will be 
arranged by the Director General. Civil Aviation "who will as far as 
possible combine the requirements of officers travelling in the same 
direction on the same day". . 

3. The Head of the Department concerned may, sublect to no 
additional expenditure being caused thereby to GOvernment. permit 
a non-entitled person. to travel by thc cnartered plane on payment 
to Goverllment of a full or half first class railway fare as the case 
may be, and in the case ofa journey between two stations not con-
nected by rail but connected by regular air s~rvice one or half stan-
dard air fare as the case may be. In case no regular.air serVice 
exists the fare should be calculated at the rate. of 4 annas per air 
mile. 

4. The rule regarding communication of sanctions and arrange-
ments for check and payment of bills will be the same as in the case 
of Hon'ble Ministers. 

The Public Accounts Committee for 1952-53 (Seventh Report 
l~ Vol. 1 page 186) were informed b1I the MfniBtry of Home Aff-
airs that th.e Salaries and AtlOwances .Bill, 1952 has already been 
paned .bll the HOUH of the people. • • • 
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Section 11 of Salaries and Allowances of Ministers Act, 1952 
provides that.-(l) The Central Govemment may, by n.otification in 
the Official Gazette, make rules for carrying out the putrpOse. uf 

. this Act. (2) All rules made u.nder this Act shall be laid before both 
Houses of Parliament as soon as may be after they are made. 

Payment of fees to High Cou.rt Judges 

R. 46. The Committee fully endorse the views expressed by the 
Comptroller and Auditor-General in par~graph 24(p) of the Audit 
Report 1950 that it is improper to grant any emol~ents to Judges 
not provided by law. The Committee were glad to learn that Gov-
ernment had accepted the views of the Comptroller and Auditor-
General. In the opinion of the Committee payment of fees to the 
.Tud~E's of thp. Supreme Court or High Court or any other Court or 
to other Oflicers who are independent of the Executive Government, 
viz., the Members of the Union Public Service Commission, Chief 
Election Commissioner. etc. is likely to lead to undermine the in-
dependence of such authorities which is so essential for the proper 
di!'charge of the high duties entrusted to them under the Constitu-
t.ion. The Committee consider that any attempt to repeat the in-
stance brought out in the Audit report should be deprecated. 

P 92. ........ The Committee felt that it was improper to 
grant extra emoluments to the High Court Judges not provided by 
law and that the emoluments of the Judges should be regulated by 
law and not by executive orders. The representative of the Ministry 
of Home Affairs informed the Committee in this connection that the 
preparation of a legislation on the subject defining the extent to 
which Judges of High Courts should carry out functions not directly 
associated with their purely judicial work in the High Courts was 
in process. He agreed with the Committee that it should be a cardi-
r.al prinCiple that a High Court Judge should not look up either to 
the Government or to a private party for any reward for his services. 
He assured the Committee that the conclusions reached by Govern-
ment would be more or less the same as those stated by the Com-
mittee. 

APPENDIX LXXXII TO THE PUBLIC ACCOUNTS COMMITTEE'S 
SEVEN'l1I REPORT 1952·53 VOLUME I 

MINISTRY OF HOME AFFAIRS 

2. • • • III • lII!n so far as the recommendation refers to pay-
ment of fees and honoraria to Judges of the Supreme Court or High 
Courts, this Ministry entirely agrees with the view expressed by the 
Committee. In fact, this Ministry has issued instructions to the State 
Governments under intimation to the Comptroller and Auditor-
General and other audit authorities, to ensure : 

(i) that no payment of honoraria or other remuneration should 
be made to a Judge of a High Court for performing addi-
tional functions outside his normal duties, whether judicial 
or non-judicial, and 
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(ii) that in no CirCum$tances a Judge of a High cOurt shan act 
as an Ilrbitrator, whether in cases pending before him or in 
private matters. 

These instruction!; are to apply proprio vigore to Judges of the 
Supreme Court, to whose notice they have been brought. 

3. The recommendation of the Committee refers to payment of 
fees and honoraria to other officers who are independent of the Exe. 
cutive Government 1>lz., Members of Union Public Service Commis--
sion, Chief Election Commissioner etc. Of such officers, this Ministry 
is concerned with the Members of the Union Public Service Commis-
sion who are neither paid. nor entitled to fees or honoraria. 

4. In view of what has been stated above, the recommendation of 
the Public Accounts Committee as contained in para. 46 of their re· 
port, does not appear to call for any further action. 

Secret Se",ice Expenditure 

R 47. ... • ... ... • • • • The Committee feel that in order to 
tighten control over Secret Service Expenditure, the Minister. of 
Home Affairs should countersign such certificates after satisfying 
himself that the check conducted by the Home Secretary has been 
properly and adequately carried out. It is he who is ultimately res--
ponsible for the administration of the Fund to Parliament and it is 
logical that he should have more direct knowledge of the expen· 
diture and its propriety before he gives an assurance to Parliament 
that the money spent has been properly accounted for. 

The Public Accounts Com.mittee fCYr 1952.53 (Seventh Report Vol. 
1 page 187) were informed that the Ministry of Home Alairs had con-
sidered the proposal of the Committee very carefully and it had been 
decided that the propo3'al cannot be accepted. 

N01'B.- &, 1'. A. C. 1944-45, P 14 and 95 (t:pi,-orne Volume I). 

Re1,ision of the Classification, Control and Appeal Rules 
R 48. The Committee discussed at some length with the Home 

Secretary the desirability of amending as early as possible the exist-
ing Classification, Control and Appeal Rules. in order to ensure that 
prompt disciplinary action was taken against Government servants 
responsible for committing breaches of discipline, irregularities, etc. 
There is ample evidence that the present elaborate procedure is very 
procrastinatmg and it results in affording more protection to a bad 
·Government servant. It was also distressin~ to know that the U.P. 
S.C. took several months to consider the dIsciplinary cases referred 
to them. In order to put down existing evil or to avoid its spread. 
it is necessary that prompt action is taken and summary methods 
are adopted as any undue delays in such cases may tend to undermine 
the morale of the Government servants as a whole. The Committee 
attach considerable importance to maintaining the highest integrity 
of characler among Governmept servants and .at th(' same time to 
dealing with cases of bad Character promptly and in a ruthless man-
ner. The Home Secretary stated before the Committee that a small 
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Cominittee tonsisting of a few Senior Secretaries of the Governnient 
01 India had been appointed to consider the question of simplifying 
the existing procedure for dealing with such cases. It was added that 
they had a1so in view a proposal to appoint an Administrative Tri-
bunal on the lines of the one existing in the U.P. or Madras to deal 
with disciplinary cases. The Committee suggest that the process of 
simplifying the existing procedure should be expedited so that such 
cases are dealt with expeditiously and Government servants maintain 
a proper standard of efficiency, honesty, integrity of character and 
impartial outlook. The Committee desire that as soon as the Report 
of the Special Committee is ready, a further Memorandum suggest-
ing measures for remedying the situation should be submitted to the 
Committee by the Ministry of Home Affairs. (See alBo P. A. C. Seventh 
Repm 1952-53 Volume 1, R. 37). 

APPENDIX JE;vn TOTBE PUBUC ACCOtJNTS COMMITl'EE'S 
SEVEN'l1I REPORT 1'51-53 VOLUME I 

MINISTRY OF HOME AFFAIRS 
MEMORANDUM 

Revision of Clas8ification, Control and Appeal Rules 
The Public Accounts Committee desired that the question of 

simplifying the existing procedure regulating disciplinary action 
against Government servants under the Classification, Control and 
Appeal Rules should be examined and suggestions, made in order to 
ensure that such cases are r ~alt with expeditioUsly. In their informal 
consultations the majority of the officers on this Committee agreed 
with the conclusion already reached by the Ministry of Home Af-
fairs, after careful consideration. viz., that it was neither possible 
nor desirable to simplify the exi~ting procedure or to make it more 
summary. There is nothing in the minimum requirements of the 
principles of natural justice and public fOHCY which are embodied in 
the procedure prescribed in Rule 55 0 the Classification Rules and 
which have received statutory recognition in Article 311 of the 

. Constitution, which must necessarily lead to unduly protracted pro-
c.eedings or to a failure to secure just punishment to the guilty offi-
cers. The procedure prescribed in these provisions is applicable 
only to cases in which the charg·es are so serious as to call for one 
of the major punishments, i.e .• dismissal. removal or reduction in rank 
etc. A more summary procedure is already available for less seri-
ous cases. It will be observed that the various factors which have 
been found on examination to contribute t.o undue delay and faulty 
disposal of disciplinary cases have been examined and explained in 
the office memorandum on pages 65-67 and suggestions for measures 
to be taken for .overcoming the difficulties arising from these factors 
have been enjoined on those authorities for meeting the situation. 

2. The feasibility of devising other measures for meeting the 
situation, e.g., setting up of separate administrative tribunals of en-
quiry has also been examined. Although such tribunals have been 
set\.lp in the States of U.P.and Madras. it is felt, for the reasons 
explained in paragraph 5 of the office memorandum (on pages 65-67), 
that the expenditure that would have to be incurred if a similar 
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experiment were to be tried in the Central Government's machinery 
could not be justified. It is considered that a reasonable trial should 
first be given to the measures which have n. ow been enjoined in the 
above office memorandum and the results should be watched for 
a reasonable· period, before the question of setting up other machi-
nery for this purpose is further pursued. . 

NOTB.-See P. A. C. 1946-47, R I and P 40 and 1947-4B (PrepartitioD R ~) 
(Epitome Volume I). 

Losses in the publication of the All India Radio Joumals 

R 49. The Committee viewed with great concern the losses sus-
tained in the publication of the various Radio Journals as revealed 
in the Commercial Appendix to the Appropriation Accounts (Civil) 

.1948-49. It might be considered whether by making a nominal jn-
crease in the Radio Licence Fee, and in lieu thereof, supplying a 
copy of the Jownal (published in one of the Regional languages) 
gratis to the licensee, aportioD of the losses at present sustained will 
be met. (See also P.A.C. Seventh Report 1952-53 Volu.me I. R-44 and 
Sixteenth Report 1955-56 Volu.me 1, R-90.) 

.4.PPENDIX xxm TO THE PUBLIC ACCOUNTS OOMMlTrEE"S 
SEVENTH REPORT 1952-53 VOLUME I 

The proposal was discused at the Station Directors' Conference 
held in March 1952 and the unanimous sense. of the Conference was 
that it was unworkable. The question was again discussed at a 
meeting held on the 7th July 1952, with the representative of Fi-
nance, Controller, Printing and Stationery, A. I. R., Publications Divi-
sion and Advertising Branch. It was the unanimous opinion at this 
meeting that even the slightest further increase in the Radio License 
fee would be highly unpopular and would evoke strong protests 
which the free supply of programme journals will fail to mitigate. It 
was also felt that the cost of production of 8 lakhs or ml)fe copies. 
of the journal would be far too high for anything like a token rise 
of the license fee to make up for. As an undertaking too, the produc-
tion of a weekly, with a mailing list so gigantic. would be well-nigh 
impracticable. Besides. language and other difficulties would also 
beset the enterprise. The proposal was consequently not recommend-
ed for implementation. 

Commercialisation of the account. Of the All India Radio 

R 50. The Committee were alarmed to learn that the working 
results of the A.I.R. showed a net loss of Rs. 91,87,502 in the year 
1948-49 against Rs. 57,45,720 in 1947-48. In the light of these con-
tinuing and increasing losses, Governrn.ent should eX{lmine urgently 
the suggestion made by the Public Accounts Committee of 1945-46 
that the accounts of tn..e All In~ia Radio should be commercialised. 
• • • • • • • • The Committee would like that the results of the con-
sideration and examination at these suggestiona are placed before 
them as early as possible. 
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APPENDIX xxm TO TIlE PUBLIC ACCOUNTS COMM1'rrEE'S 
SEVENTH REPOIn' It5Z..£i3 VOLUME I 

The question whether All India Radio as a whole should be treat· 
ed as a "Service Department" has been under consideration of the 
Government in the past. At present, however, the Directorate General 
the Research Department and the Monitoring Service at Simla are 
treated as "Service Departments" and the remaining offices of All 
India Radio as 'Commercial undertakings'. 

The proposal to treat 'News Services Division' and 'External 
Services Division, as Service Departments is under consideration. If 
the proposal is adopted, the loss to All India Radio will be reduced 
by about 29-30 lakhs. The remaining loss (about 30-31 lakhs on 
the basis of 1950·52 figure) is likely to be met as soon as the target 
of 1 mUlion radio licences is reached. Every effort is being made 
to reach this target quickly. 

NOTB.-&, P. A. C. 1945-46, P 70 (Epitome Volume I). 

Election Commission 

R 51. During the course of the evidence tendered before the 
Committee, the Secretary, Ministry of Law stated that that Minis-
try was administratively concerned with the running of election. 
The idea of setting up the Election Commission under the Constitu-
tion was to secure its independence from political influence and 
even Governmental interference. The Committee are amdous that 
the independence of the Commission should be safeguarded and no 
Ministry of the Government should normally act as a supervisory 
administrative authority over its affairs. . 

The Public Accounts Commtit~e for 1952-53 (Seventh Report, Vol 
I,ptJge 189) 'were inftrrmed that the Ministry of Law had noted t~ 
recommendation., .. 

~ , -" . 
Pertsand Pilotage 

• 
R 55. The Coliullittee noted that the· expenditure under th .. 

head 'Ports and Pilotage' was more than the receiptS. in 'order to 
arrive at a balanced account, the Committ~e suggest that the Minis-
try should consider in consultation with the Accountant General, 
Central Revenues and the other Accounts Officers concerned· the 
question of separating the Accounts under the head 'Ports and Pi· 
lotarz(" tn such a manner that the commercial side is exhibited sepa-
rately from the· purely administrati\l'~_ side i.e., separate Accounts 
should he prepared for the various Heads. viz., Shipping Officers, 
MeJ'c~ntqe Marine Department. Training Ship, etc. It is also sug-
gested that Government should consider the desirability of so r,~U· 
lating the pilotage charges, shipping charges, etc.,tl;1at the deficit 
is wiped off and this Department made. self-supPQrting .. '.< " .. ' ~ ..... ; , 
7--5 Cnmpt. A. G./5H 
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FIrst Report. 1151-51 
APPENDIX LXXVI TO THE PUBLIC ACCOUNTS COMMlTl'EE'S 

S~VENTH REPORT 1952-53 VOLUME I 
Separat.ion of Accou~ts under the Head "Pcrrts and Pilotage" 

In Para. 94 of their Report on the Central Civil Accounts of 1937-
38, the Public Accounts Committee desired that, in order to ascer-
tain how far the expenditure on "Ports and Pilotage" was covered 
by fees, a statement should be included in the Appropriation Ac-
counts indicating the total receipts as against the expenditure un-
der this head, excluding the items relating to the Dufferin, and 
the grant-in-aid to the Visakhapatnam Port. The A.G.C.R. accord-
ingly has been preparing a separate statement of receipts and ex-
penditure by different circles of accounts under "Ports and Pilotage" 
and appending it to his Appropriation Accounts (Civil). The Public 
Accounts Committee who examined the Appropriation Accounts for 
1948-49 have remarked • • ... • ~ • * * as follows:--

"(i) Government should consider the question of separating the 
accounts under the head "Ports and Pilotage" in such a man-
ner that the commercial side is exhibited separately from the 
purely administrative side. It should also consider the de-
sirability of so regulating the pi1ota~e charges, shipping char-
ges etc., that the deficit under thlS head is wiped off and 
the "Ports and Pilotage" Department made self-supporting. 

(ii) The Ministry should examine the question of reducing the 
charges under the head "Ports and Pilotage" especially on 
the Hooghly. The Committee should be apprised of the re-
sult of the examination made by the Ministry on this point." 

2. It may be mentioned here that until 1948 the "Ports and Pilo-
tage" budget included the receipts and expenditure relating to 
the Bengal Pilot Service which was then lidministered directly by 
the Government of India. The receipt of the Service arose from 
pilotage dues recovered under section 35 of the IndiAn Ports Act 
and, as the intention was that, as far as possible. the Service should 
be self-supporting, proforma accounts of the Service were maintain-
ed on a commercial basis (although actually the receipts were crc-
dited to Government Funds and the expenditure paid directly from 
General Revenues) and these accounts were submitted to the Bengal 
Pilot Service Advisory Committee and to Govemmnt. The adminis-
tration of the Bengal Pilot Service was transferred to the Commis-
sioners for the port of Calcutta in 1948 and since then there has been 
no expenditure on account of this Service debitable to Cetltral reve-
nues. This was the only part of the Ports and Pilotage which related 
to a commercial service. 

3. It is observed that the 1937-38 Report of the P.A.C. mentions 
that in including a statement indicating the total receipts against 
expenditure under the head "Ports and Pilotage", the item relating 
to "Duft'erin" need not be taken into account. This is presumably 
because "Dufferin" is a training institution and the only source of 
its revenue is from the fees recovered from the Trainees and there is 
no possibility of adjusting the. revenue to eover a large proportion 
df the expenditure without running the risk of the quality of candi-
dates offering being affected. Since 1948. the Government of India 
have started the Nautical and Engineering College and the Marine 
Engineering Training Scheme and this year it is proposed to start a 
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Marine Engineering College in Calcutta, and the remarks made in 
the case of the "Dufferin" apply in the case of these institutions also. 
Similarly, the Government of India have been maintaining since 
1950 two Training Ships for the training of ratings for the merchant 
navy and, as the course of training is entirely free, there is no ques-
tion of making the institutions self-sup.e0rting. The expenditure 
of all these institutions is included in the Ports and Pilotage' budg~t. 

4. As regards the other organisations whose expenditure is 
charged to the "Ports and Pilotage" budget, the position briefiy is 
as follows: 

Directorate General of Shipping 
This was set up in 1949 in Bombay and the Offices of the Control-

ler of IV-dian Shipping, the Technical Officers, the Seamen's Welfare 
Directorate and the Lighthouse Department headquarters were aU 
absorbed in the new organisation. This organisation has been en-
trusted with all the ad,ministrative work arising from the heading 
"Maritime Shipping and Navigation" and the expenditure is entire-
lyon administrative charges and no part of its functions are of a 
commercial n£lture. . 

Mercantile Marine Department 
This department has three offices under a Principal Officer at 

each of the major ports of Calcutta, Bombay and Madras and a 
small organisation at Visakhapatnam under a Ship Surveyor. The 
main functions of the department are :-

(i) S\lrvey and inspection of ships and 
(ii) the holding of examinations for Certificates of Competency 

in the Mercantile Marine. 

The first of these functions arises from the acceptance by the 
Government of India of the International Convention conceming 
Landlines and the International Safety Convention, the necessary sta-
tutory provisions concerning which have been incorporated in the 
Indian Merchant Shipping Act, 1923. The second function arises 
from the provisions in Section 15 of the Indian Merchant Shipping 
Act which authorises· the Central Government to hold examinations 
for various Certificates of Competency specified in the Act. The 
income of the Mercantile Marine Department arises from the fol-
lowing items ;-

(i) Survey fees. 
(ii) Examination fees. 
(iii) Recoveries from State Governments. 
The survey fees are usually fixed on the basis of the correspond-

ing U.K. fees at an approximate equivalent of Rs. 15 per pound, 
as it is desirable that the rates of survey fees should be uniform, 
as far as possible, in this country and the other Commonwealth coun-
tries. The scope for increasing these fees is limited. It is, how-
ever, proposed to consider increasing the rates of fees when the 
new Safety Convention is ratified later this year. 

The examination fees are nominal and are also based. on corres.-
ponding fees in the U.K. The total income from this source is very 
limited and there is not much J)Ossibility of increasing it, as it will 
cause some hardship to the candidates. 
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A substantial proportion of ~e cost of the Mercantile Marine 
Department in the various Districts is recovered from other depart-
ments or Governments. For instance in West Bengal half the cost 
of the ShiP Survey Department and the cost of one full Engineer 
and Ship Surveyor are recovered from the West Bengal Government 
in consideration of the fact that the department deals with the 
State Government's work connected with the administration of 
the Inland Steam Vessels Act. Similarly in Bombay 8 per cent. of 
the cost of the department is recovered from the State Government 
for the same reason, In Madras. an annual contribution of about 
Rs. 16.000 is recovered from the Lighthouse Department as the Prin-
cipal Officer, Mercantile Marine Department. Madras, also functions 
as the Superintendent, Lighthouses. A similar recovery is also made 
in respect of the Mercantile Marine Department, Calcutta. from the 
same source. A separate post of a Superintendent of Lighthouses, 
has however been created at Madras and the Principal Officer at that 
port will be relieved of the additional work on account of Light-
house administration. , 

Although. as stated above, there are certain recoveries those al'e 
of an inelastic nature and any undue increase in the rates beyond 
those prevailing in other countries will lead to protests from the 
shipping industry. It is mentioned for information that in the Unit-
ed Kingdom under the Fees (Increase) Act, 1923, the principle adopt-
ed is that the fees recovered under the Merchant Shipping Acts 
should be so adjusted that the aggregate amount produced by the 
fees should be approximately one half of the expenditure. It wlll 
also be seen that no part of the functions of the Department can 
be regarded as being of a Commercial nature. 

Shipping Offices.-The main functions of the Shipping Offices are 
specified in Section 8 of the Indian Merchant Sh[pping Act and 
the most important of these functions is to superintend and faci-
litate the engagement and discharge of seamen in the manner pro-
vided in the Act. The Shipping Offices also perform various other 
functions in relation to seamen which ariSe from various provisions 
in the Act and also from certain International Labour Conventions 
which the Government of India have ~ified. - Since the beginning 
of the War, the work of the Shipping Offices inCt'eased considerably 
on account of the adm:inistration of "arious 'War COinj>ensation Sche-o 
mes and in the post-war period, although this work shrunk consi~ 
derably, there has been a large addition to their work arising from 
various new schemes like the Medical Examination Scheme, plac-
ing of Trainees from the Rating Training Ships, issue 'of. identity 
.ertificates, registration ofeffectiv! seamen, etc; 

The revenue of the Shipping Dmces is derived from the tollow-
ing items:-

(a) Shipping and discharging fees. 
(b) Fines and forfeitures. 
(c) Sale of forms _ for overtime fees._ 

The rate of 'shipping and discharge' fees. is prescribed' in Sche-
dule Ito the Act and the total income from this soutceis more or 
It!ss limited. It-is not considered -. feasible to increaSe the tate at 
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'present as' since 1950 Government recover a fee of Re. 1 per seaman' 
engaged on account of the Medical Examination Scheme and the In~ 
dian Merchant Shipping Amendment Act, 1949, which provides for 
the setting up of Seamen's Employment Offices, also provides for a 
separate levy from the shipowners. 

The income from the sale of forms is limited as, having regard 
to the comparatively low income of seamen, the price of various 
forms has been fixed on a non-profit basis to cover the cost of print-
ing. Similarly recoveries on account of fines are also limited as 
these have to be admissible under Section 112 of the Act. Overtime 
fees are recovered from Shipping Companies whenever the Ship-
ping Office stat! are required to do work outside office hours or on 
holidays and, under the existing orders, a proportion of the fees 
is credited to Government. This is not an item which could be regu-
lated by Government ord~rs and it is not considered desirable to 
increase the rates at present. 

It will thus be seen that the functions of the Shipping Offices are 
also not of a commercial type and it would not be feasible to in-
crease the fees etc., to augment the revenue but the general position 
is that approximately 50 per cent. of the expenditure is at present 
covered by receipts. 

5. Another organisation working under the Ministry of Transport 
i!; the Seamen's Welfare Organisation which is maintained by the 
Ports and Pilotage budget. There is a Principal Seamen's Welfare 
Officer at Calcutta and a Seamen's Welfare Officer at Bombay hav-
ing a small office each. The welfare work at Madras is, looked after 
by the Principal Officer, Mercantile Marine Department. Madras. 
There are also Welfare Organisations in U.K. and Australia to look 
after the welfare of Indian Seamen. The functions of these officers 
are as follows :-

(i) To render every assistance to Merchant Seamen such as pro· 
vision of Medical facilities etc. 

(ii) To provide accommodation ashore, recreational and educa-
,tional facilities, etc. ' 

(iii) To act as liaison between employer and employees, emplo-
yers and Government, employees and Government, Ship-
ping Offices and Seamen. 

(iv) To visit boardships with a view to looking after the comforts 
and amenities, etc. for seamen. 

(v) To organise and administer Seamen's clubs and canteens, 
and 

(vi) To enquire into the grievances of seamen and to look after 
their general welfare. 

The welfare of seamen also figures in the international field and 
the Government of India have in comllWD with other countries to 
look after the general welfare of seamen. No fees are levied by the 
Seamen's Welfare Officers and the Organisation is entirely financed 
from General Revenues. 



96 

6. The question of making the Mercantile Marine Department 
etc., more self-supporting was exhaustively considered in 1933 and 
it was then decided: ' 

That on grounds of principle as well as of practical expediency, 
no attempt should be:: made to make the 'Department entire-
ly self-supporting. Following the U.K. practice, we should 
attempt to secure an estimated income equal to one half of 
the total expenditure incurred. 

The principle of making the Mercantile Marine Department self-
supporting was thus not accepted at that time and there has been no 
change in the position since then to justify a difterent decision at 
present . 

. 7. In view of the position stated above, it is not ~ssible to spJit 
the expenditure of the "Ports and Pilotage" into 'administrative" 
and "commercial" expenditure, but there would be no difficulty in 
continuing to show the total receipts and expenditure of each Dis-
trict, as h.as been done hitherto. It is accordingly proposed that the 
existing arrangements should be continued and the approval of the 
Public Accounts Committee obtained thereto. 

,J 

Accounts of Port Trost, 

R 56. The Comptroller and Auditor-General informed the Com-
mittee that he was looking into the relevant Acts relating to the 
Port Trusts in order to see whether the Audit Reports on their ac-
counts should be submitted to Parliament so that it may have an op-
portunity of appraiSing their financial position. A report on the 
subject should be submitted to the Committee in due course. 

Copy of Comptroller aad Auditor General's note OD the subject 
forwarded to the MInlstry of FiDanee UDder his U.O. No. 12M-Adam. 
0/136-52, dated tile 21 ..... 1t53. 

The Port Trusts of Madras, Bombay and Calcutta, have for a 
long time been subject to audit by Auditors appointed from 
time to time by Government. The Audit was entrusted in practice, 
on a consent basis to the local Accountants General under the Comp-
troller and Auditor-General of India. The Audit Reports were re-
quired to be published in the local Government Gazettes. The Bom-
bay, Calcutta and Madras Port Trusts' Act have been amended in 
1951 whereby the accounts are required to be audited by the Comp-
troller and Auditor General of India at such times and in such man-
ner as may be determined by him. The Audit Reports are now to 
be forwarded to the Central Government and to the Port Trusts 
which usually thereupon cause the ~counts to be published in the 
local Governments' Gazettes. The only difference made by the 
amendment is that Government have no option in regard to the ap-
pOintment of the Auditor but in practice there is no change since 
the accounts were always audited by an officer of the Comptroller 
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and Auditor-General. The Comptroller and Auditor-General has 
suggested in certain other connection, e.g., the State Industrial Fin-
ance Corporations Act, that where he is required by an Act of Par-
liament to undertake the audit of a Corporation or a Statutory body 
it would be in the fitness of things that he should report to the Pre-
sident or the Head of the State as the case may be, and that provi-
sion should be made for placing a copy of the Audit Report on the 
table of the Legislature. This view was accepted by Parliament in 
connection with the States Industrial Finance Corporation. Similar 
provision has not been made in the case of the Port Trusts and the 
Comptroller and Auditor-General intends to press his point of view. 
There is no point in invoking the high authority of the Comptroller 
and Auditor-General for audits which have not been so far obliga-
tory and yet risk his reports receiving scant consideration from the 
Corporations and the Statutory bodies. 

Contributions to Renewal Reserve Fund (Posts and Telegraphs) 

R 65. The Committee were glad to know that the Posts and 
Telegraphs Department had accepted the recommendations made 
in para. 75-P of the report of the Public Accounts Committee for the 
year 1945-46 for the appointment of a Committee to determine the 
average life of the assets of the P. & T. Department so as to evolve 
a scientific and rational basis for contribution to the Renewals Re-
serve Fund in accordance with the accepted commercial practice. 
Further action in the matter should be expedited and the findings 
of the Committee proposed to be constituted in this connection and 
the decisions of Government on such findings should be placed be-
fore the Committee in due ~ourse. 

APPENDIX Lm TO THE PUBLIC ACCOUNTS COMMI'lTEE'S 
TEN'DI REPORT 1953-54, VOLUME D 

MINISTRY OF COMMUNICATIONS 

(Post & Telegraphs Department) 

No. B. 27-23/53. Dated, New Delhi, the 7th December, 1953. 

Note reganUng the recommendations of the 'I. J. Committee' set 
up to determine the average lives of assets of the P. & T. Department 
for evolving a scientiftc basis for contria,utton to the Renewals Reserve 
Fund In the P. & T. Department. 

The Public Accounts Committee in their meeting held on the 
9th November, 1953 desired that a note should be submitted to them 
summing up (a) the broad recommendations of the 'J. J. Committee' 
which was set up to determine the average lives of the assets of 
the P. & T. Department for evolving a scientific and rational basis 
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for contribution to the Renewals Reserve Fund in accordance with 
the accepted commercial practice, and (b) the action taken thereon 
by the Government of India; This note is accordingly submitted. 

2. A. 'Depreciation ,Reserve Fund' for the P. & T. Department 
was established on the 1st April, 1925 when the accounts of the 
Department were' put on a commercial basis. The annual contri· 
bution from Revenue to thjs Fund was regulated on the 'Sinking 
Fund' principle with reference to the assumed lives of wasting as-
sets, the interest earned on the balances in the Fund being also 
credited to it. 

This arrangement was reviewed, by the P. & T. Accounts En-
quiry Committee in 1931 and, on their recommendation, annual con-
tributions to the Fund were made on the straightline method, in-
terest on the balances in the Fund being credited to Revenue. 

Later, however, Government felt that it would be more in ac-
cordance with the needs of sound financial administration to have 
a Renewals Reserve Fund than a DepreCiation Reserve Fund and. 
accordingly, the Fund was changed to a Renewals Reserve Fund 
with effect from the lst April. 1936. Annual contributions to this 
Renewals Reserve Fund were fixed on an ad hoc basis from yeat' 
to year, on broader considerations of the amount likely to be re-
quired annually for the rehabilitation of assets and the amount of 
the Capital at charge. 

3. When the P. & T. Appropriation Accounts for the year 1945-
46 were examined by the Public Accounts Committee on the 24th 
September, 1949. the Auditor-General drew their attention to a 
suggestion made by his predecessor in September, 1947 to the effect 
t~at. a Committee consisting of an Engineer and an Account" Officer 
should be set up to det~ine the average .lives of the assets of the 
Department so as to evolve a scientific basis for determining the 
c(.ntribution to the Fund in accordance with the accepted commer-
cial practice. It was explained by the D::!partrnent that it had not 
been possible to constitute such a Committee owing to the problems 
created by the Partition and shortage of suitable officers for serving 
on it. This was accepted by the Public Accounts Committee and 
in para. 75 of their Report relating to the year 1945-46, they observed 
that in view of the large accumulated balances in the Fund. the 
matter was not one of very great urgency and that it might be 
left over for the present, with the stipulation that it should again 
come up before the Committee in the report for subsequent years. 

This question came up again before the Public Accounts Com-
mittee at their meeting held on the 12th January 1951. It was stated 
by the Comptroller and Auditor-General that he did not regard the 
position as 'satisfactory'. The Committee desired that a uniform 
policy should be evolved by all Ministries for allocating contribu-
tions to such Funds constituted by them and recommended that a de-
tailed examination of the matter should be undert14ken by a commit-
tee of experts. . 
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Accordingly, a Committee. consisting of Shri Jagdeesh Prasad 
'(Director of Telegraphs) as Chairman and Shri J. C. Sen (Deputy 
A~countant-General, Posts & Telegraphs) asMember,w8S consti-
tuted in December, 1951. The Report of this committee, which is 
known as 'J. J. Committee', was received in September, 1962. 

4. Recommendations of the 'J.J. Committee', and the' action taken 
thereon. 

The maiD. recommendations of the 'J. J, Committee' and ·the ac· 
tion taken thereon are summarised below:-

Recommendations 

(a) LilJ/ls of various cl.uses fl.f asHI.1 a"d IMi, 
tlsidual values. 

The lives or the various classrl or assets 
and their residual values as recommend-
... d by thl! • J. J. Committt"e' arc 
contained in Annexure II.- 1 he pre'sent 
lives and l'I~sidual valuea are also indi-
cated therein. The Committee recom-
mended t.nhancoo livrl in mOlt or thl" 
calC.. " he Committee recommendtd 
that no res 'dual value. net"d be flXe:1 
excrpt in thr cases of Copper or bronze 
wire and work.hop plant and machinl"ry. 

{" I Srienlijic basi r jor co,; Iribution to the Rellew III 
ReStn.., Fund. 

(i) Mtthod qfC,.~I,ibutio". 
Tht' Committ!'e discussed at lenglh the 

rclativ,", merits and demerits of tht" 
'Sinking f'und' and the 'Straight Line' 
methods and came to the conc~usion that 
the Straight Lin~ method would be the 
mOlt suitable for tb~ rca~ons statt'll 
below:-

(I) It i. the .implt"lt; 
(!l) A. comparrd to the Sinking Fund 

method, it provides a larger sum, if 
ITplacement o( I1118Cts, in special 
circumltances, n.'qu'r-:d to he made brforl" 
the expiry of the full life of the asset; 

(:'1) It is rc.-commended by the Council of 
lnatilutt" of Chartered Accountants and 
also by eminent author:ti':8 on the 
subject. 

(4) It il almost universal\y in vogue in the 
United States and C:mada; and 

Action taken 

2 

The P. & T. Board in thdr m(~ting·held on 
the Bth July, 1953 acc'l'pted daer.lCOM-
mendations of the Committl'C IlUbject to 
certain amendments in respect of tlie reli-
dual v.lut's of certain classes of assets. 
These amendmt>nts ale indicated in-
co:umn 7 of the statement given in Anne. 
xure II. - The m liter i. now under tbe 
eonlid"1'ation 01 Govenlm~nt. 

The A. G. P. & T., whosr. remarks were 
invited, t".xptessed the "iew that it would 
be necessary to fix I'etlidual values for 
almost all the allt't •. 

(b). (i) to (v). The recommendations of the 
Committ.·c havc bl!cn accep~ed by the 
... & T. Depa"tml.'nt. A. 8UggCSted by 
the Accountant-G~neral, Post and Tele-
graphs, tbt" Jecommendations are being 
relcrrl'd to tbe. Comptroller and Audilor 
General, beCore a final decision is taken by 
G::lVcrnment. Meanwhile, an increasecl 
provision of R •. 100 lakha on aecoullt of 
contribu~ion to till", Fund has been maddn 
Ihe Budgct f(lr the current year .. apinAt 
RI. 75.lakhs in the IIISI year. 

,--------------_._------
.Nc.t printed 



• It 

(5) It is allO adoptl!Cl by the British POll 
Oftice. 

The Committee r~ommt.nded that the 
intemit on the balances in the Fund 
should, following the usual practice, be 
credited to tbe revenues of the Depart. 
mat. 

eii) RlWimuhi/J of fWGt'isioll for Dlpmilllioll ttl 
flllur. rlfldmrtmls. _ 

The Committer came to tbe conchbion that 
tbe annual contribUlion to the Fund 
has nothing to do with future rehabilita-
tion but relales solely to the pUI; that 
is to say. it is intmded for extinguilhing 
the capital sunk in the past and not for 
rcplac.ement of tbe uset in future. 
ACc:ordlngly, the Committee recommended 
the name of tM. Fund being changed to 
·Depreciation Reserve Fund'. 

The Committee obeerved that in order to 
calculate the amount of annual contribu-
lion, detailed heads corresponding to the 
"ifrerent cluse. of Ulets should be 
opened in accounts, .imilar to those which 
si.ted prior to 1936. 

The Commiltee observed that the exilling 
Block Ac.count il ~ntained according 
to certain groups or useta and Dot in 
acc:ordauce with the varioUi cl»ses of 
auet. lor wbich separate lives have been 
UIIeIIItXI by them. They, tbcrd'ore, 
recommended that in the absence of 
Tecordl to facilitate the tuk, the existi", 
Block Account should be TCC&lt under 
the new detailed headl to be opened to 
correapond with the various clalses of _t., on :& rough and Tt .. ady basis in-
dicated by them. 

(,,) .A_IofCimtribuliun. 

On the basis of the above recommendationl, 
the Committee worked out that the 
amo\lllt of contributions to the Fund for 
the yeat 195J-51l Ibould be Rs. log lakhs. 
It is not, however, necessary to make good 
any ponible Ihort contributions in the 
p .. ,t by any additional contribution now. 

-------- --------
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APPENDIX XIV TO THE PUBLIC ACCOUNTS COMMtCl'EE'S 

TWENTY-SECOND REPORT 1958-57 
MINISTRY OF COMMUNICATIONS 

(Posts & Telegraphs) 

No. B. 31-1/53. 

Dated at New Delhi the 4th May, 1956. 

SU8.1ECT.-Method of contribution to the Renewals Reserve Fund 
of the P. &- T. Department 

In order to regulate the contribution to the Renewals Reserve 
Fund, the Public Accounts Committee recommended in Para 75 of 
their Report relating to the year 1945-46 that a Committee consist-
ing of an Engineer and an Accounts Officer should be set up to find 
out the average life -of the assets of the P. & T. Department so as 
to evolve a scientific basis for contribution to Renewals Reserve 
Fund in accordance with the accepted commercial practice. In para 
40 of their Report on the accounts of 1947-48 (Post partition), the 
Public Accounts Committee desired that a uniform policy should be 
evolved by all Ministries for allocating contributions to such funds 
constituted by them and that this matter should be regarded as 
urgent and gone into thoroughly by a Committee of experts. Accord-
ingly under the orders of the Government of India, a committee 
cO:'lsisting of a Director of Telegraphs as Chairman and an Officer 
of the I. A. & A. S., in the Grade of D.A.G., as member, was consti-
tuted in December 1951, with the following terms of reference:-

(i) to examine the existing system of annual contributions to 
the Renewals Reserve Fund of the P. & T. Department 
and the principles governing expenditure from the Fund 
and suggest any modifications that may be considered 
necessary in order to place them on a more scientific 
basis; 

(ii) to conduct a general survey of the eXisting assets of the 
Department (including those taken over as a result of inte-
gration of States) and review the prescribed lives and resi-
dual values and the various classes of assets with a view to 
seeing whether any revision is necessary; and 

(iii) to examine the present rules of allocation of expenditure 
between Capital, Renewals Reserve Fund and Working 
Expenses and suggest such changes as are considered 
necessary. 

2. The Committee, known as 'J. J. Committee' recommended that 
the Renewals Reserve Fund should be changed to Depreciation 
Reserve Fund and contributions thereto should be based on the 
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lives· of assets on the 'straight liDe' method~ 'The 'COmptroileram 
I\uditor-General has not agreed, with these recommendations for the 
rollowing reasons ;-

(i) As what is required in the P. & T. is a Reserve Fund, 
adequate enough to meet the entire cost of Renewals of like 
by like, it is appropriate to describe such a Fund as Renew-
als Reserve Fund rather than Depreciation Reserve Fund 
and it is this initial error in the nomenclature of the Fund. 
that led the 'J. J. Committee' to suggest an altogether in-
appropriate method of contribution. 

~ii) The 'J. J. Committee's recommendations will put the clock 
back to the pre-193~ period when the then annual contpbu-
tion had an appearance of being more' scientific and still 
had to be abandoned in favour of contribution to a Renew-
als Reserve Fund. 

<iii) The reasons that prompted the Government in 1936 to 
abandon the system of contribution to a Depreciation 
Reserve Fund on the 'straight line' method as stated above, 
would seem to operate with equal force even today. 

i(iv) In a period of rising costs, a Depreciation Reserve F¥nd 
based on original cost of the assets may be wholly inad~­
quate to meet the cost of replacements. 

'(v) When the replacement cost exceeds the original cost, con-
siderable amount of detailed accounting with consequent 
I'isk of misclassification. will entail when the costs are al-
located between Capital and Depreciation Reserve Fund. 

1vi) The time and trouble involved in setting up a Depreciation 
Reserve Fund by a complicated process would hardly be 
commensurate with the results achieved. 

{vii) The J. J. Committee's suggestion that the Depreciation 
Reserve Fund should bear the cost irrespective of the 
amount of all replacements of 'like by like', has defeated 
the very object of exploring a scientific method of providing 
for depreciation. 

~ viii) The recommendation for the taking over of the existing 
balance to the new Depreciation Fund would mean that 
the balance in the new Fund would have no direct connec-
tion with the remaining lives of the existing assets. 

(ix) It is unwise under the present day conditions, to be theo-
retical and academic on such questions and to invoke com-
mercial principles in evolving the pattern of administra-
tion. 

3. The Comptroller and Auditor-General has therefore suggested 
that :-. 

(i) The Renewals Reserve Fund should be continued with the 
balance $tanding at its credit; . 
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(ii) A fixed contribution of Rupees one crore should 'be made· 
annually for a period of 5 . years. At the end of this period, 
the whole position should be reviewed with reference to 
the credits in the Fund and the average out-go over this. 
period; 

(iii) The 'improvement element' in replacing assets should nol 
be capitalised. The replacement of assets should be entirely 
charged to Renewals R-eserve Fund; and 

(iv) The interest on the Renewals Reserve Fund should be cre,;.· 
dited to the Fund. 

4. The matter has been further considered in consultation with, 
the Comptroller and Auditor-General and it has been decided that:-

(i) The Renewals Reserve Fund should be continued with the· 
balance standing at its credit; 

W) With effect from 1956-57, a fixed contribution of Rs. 1·25· 
crores should be made to the Fund annually for a period 
of 5 years, from the revenUe of the P. & T. Department. 

(iii) The interest on the balance at the credit of the Renewals. 
Reserve Fund should be credited to the Fund with effect 
from 1956-57.' . 

5. Government orders on the J. J. Committee's recommenda ... 
tions in respect of items (ii) and (iii) of para 1 supra, ,and Comp-, 
troller an~ Auditor-General's recommendations in item (iii) of para 
3 supra will be issued separately. 

NOTa.- Sec P. A. C. 19'!-0-41, 1'82, 1941-42, R14; '91:.3-44, P94; '9~4-45·, P26 {3rt! 
sub-par ... ). '945-46. P75 (l;puomeVolumc I) and '947-411 {Palt-Partition) '40 oCthis. 
V"\lIJIl('. , 

Postal Life Insurance Organisation 
I. 

R 69. The Committee desire that consequent on its transfer from' 
the Audit Department to the Posts and Telegraphs Department 
under the Ministry of Communications, the Postal Insurance .Orga-
nisation "Should be ron on commercial 'lines and that a balance sheet. 
in respect thereof duly counterSigned by the Audit Officer concerned 
appended to the Commercial Appendix to the Appropriation Ac-
counts. The Committee also recommend that it should not be run 
as an ordinary Government department but on sound business lines. 

Presence of the representatives of the Ministries at the Meetings of 
the Public Accounts Committee 

R 72. The Committee would like- to reiterate the recommenda-
tionsmade by the Committee of 1943-44 in Para. 57 of their Report 
(PrCiJCeedings portion) that the Secretaries to the Ministries or lieads 
of· Departmen:ts should· ilWariably apPear before ,them at ·tbe time: 
of the exami~ultion of the Accounts relating :to their Ministries 'at! 
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Departments. The Financial Advisers accredited to the Ministries 
should also appear in person and not depute their subordinate 
ofticel'S. 

The Committee while appreciating the assistance rendered to 
them in the examination of the accoun 18 b~ the Secretaries and 
other Officers of the various Ministries and Departments who ap-
peared before them, wish to observe that some of them were not 
thoroughly prepared and lacked full knowledge of the working of 
their Ministries and Departments, should be fully conversant with 
control. The Committee desire that the Secretaries of the Minis-
tries and Heads of Departments, on whom the final and undivided 
responsibility rests for the efficient and proper administration of 
their Ministries and Departments, should be fully conversant with 
and properly briefed on the various matters concerning their De-
partments so that when they appear before the Committee they are 
more helpful in the expeditious disposal of their work. 

P 87. The Committee then proceeded to examine the Accounts re-
lating to the Supreme Court. It, however, observed with regret that 
the Registrar of the Court could not appear before them as he was 
on leave and a junior officer had been deputed to appear before ,the 
Committee. The Committee decided to postpone the examination 
of these Accounts. • 

The Committee in this connection desired to reiterate the re-
commendation made by a previous Committee that the heads of 
Ministries or Departments should invariably appear before them 
personally in connection with the examination of their Accounts. 

In case they were not able to come personally for any unfore-
seen reasons, a senior officer should ~ deputed, with the permission 
of the Chairman, to attend the meetings of the Committee. The 
Committee further desired that if the head of the Department was 
not able to attend the meetings of the Committee an intimation to 
that effect should in any case be sent to them well in advance so 
that they could revise their programme accordingly. if considered 
necessary. 

The Public Account, Committee (Seventh Report; 1952-53 Vol. 1 
Page 195) were in.formed that the Tecommendation had been noted 
by the Ministries. 

DisdoB1LTe to P. A. C. of the names of otlicers responsible for 
in'egularities 

P. 167. Para 23(c) of the Audit RepOTt 1950.-The Committee 
"ranted to know the reasons for not enforcing the full recovery of 
£467 from the Officer concerned, as decided earlier by Government on 
the recommendation of the High Commissioner. While discussing this 
matter, the Committee desired to know the name of the ofticer con-
cemed. The Comptroller and Auditor-General informed the Commit-
tee in this connection that the British parliamentary practice in t~ 
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Public Accounts Committee was that ordinarily the names of indi-
viduals were not disclosed or discussed. The practice of disclosing the 
names, according to him, did not help in the prosecution of the 
case. • • • • • 

ANNEXURE I TO PUBLIC ACCOUNTS .COMMI'lTEE'S FIRST 
REPORT 1951·52 (PAGE 114) 

Memoraadum outllnin&' the proposed changes In the form ... 
conteids of the Appropriation Aeeounts 

The question of making certain changes in the form and content 
of the Appropriatibn Accounts so as to reduce their size without 
curtailing any substantial information at present made available to 
the Public Accounts Committee has been under consideration for 
some time. With the concurrence of Government, the Comptroller 
and Auditor-General proposes to make the following changes :-

(a) The Explanation for variations between the original grant 
and the final appropriation under individual sub-heads will 
be omitted, but instances of defective supplementary appro-
priations and reappropriations indicating bad budgeting and 
cbntrol will be brought to notice through notes below the 
grants in the individual appropriation accounts. 

(b) No amounts or percentages will be prescribed for explain-
ing the variations in the appropriation accounts between 
the expenditure and the grant, but the Accountant General 
or the other authority compiling the appropriation accounts 
will be given full discretion in the matter so that he may 
include in th~ appropriation accounts explanations of varia-
tions only in those cases which, in his view, are likely to be 
required by the Public Accounts Committee. 

(c) In the Civil Appropriation Accounts the monetary limits 
fixed for the detailed statement of expenditure on impor-
tant new works will be raised from Rs. 50,000 to Rs. 1 fakh 
in the case of major works and from RI. 20,000 to RI. f)O,OOO 
in the case of major works not provided for in the budget. 
These limits will also apply in the case of P. & T. Appro-
priation Accounts. This is justifted by present day con-
ditions and the matter will be reconsidered if and when 
prices fall to pre-war levels. 

(d) The notes below individual appropriation accounts which 
give the percentages of variations between the expendi-
ture and grant as compared with previous years will be 
omitted. These do not by themselves convey anything as these 
variations need not nece~arily imply any lack of control. So 
long as the Committee's attention is speCifically drawn to 
instances of bad budgeting and lack of financial control, 
these notes do not serve any purpose. 

2. The position was explained to the P. A. C. at its meeting held 
on 18th July, 1951. 
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APPENDIX XLIX TO THE PUBLIC ACCOUNTS COMMl'lTEE'S 
FIRST REPORT 1951-52 

* '" '" '" '" '" '" '" 
ANNEXURE 1 

Address cleIiven:d by the HOlWurab~ the Speaker at the Meeting of 
the Public AccOUDts CellUldttee beld on the 9tlt May 1951 

J:u,nction8 of Public Accou,'1lts Committee and Estimates Committee. 

'" '" '" '" '" A couple of days back, I met our friends on the Esti-
mates Committee. Their functions, in a sense having to do with the 
running expenses of the year, have something more to do with the 
running administration. By that I do not mean to suggest that this 
Committee has nothing to do with the administration or that its 
functions are merely ex post facto. It can influence a good deal, even 
the running administration, as we always profit by past experience. 
So the experience and suggestions of this Committee will be helpful 
a good deal to the Estimates Committee and their deliberations also 
are bound to be helpful to you-though not as much as your deli-
berations are to the Estimates Committee. That way b~th the 
Committees are inter-related. It may also be said that all Commit-
tees of Parliament are inter-related, because, they are merely differ-
ent organs of the same body or body-politic of our Republic, intend-
ed to serve the best interests of the People. It is our experience 
even in the smallest sphere of a joint family, having a large number 
of members (ten, fifteen 01' twenty) that it is the prinCipal man or 
the head of the family who has to be careful, keeping a very close 
eye on every item of expenditure. The members work with a feel-
ing of oneness with the family, the resources are theirs and they 
are no doubt careful. Still they cannot be expected to be careful 
to the extent to which the principal man cares for them. And when 
we come to a large administration of a governmental machinery, 
particularly such a big administration as the Government of India, 
whi~h is concerned. with the entire Union, there is. a much gre.at~r 
need of the financIal control.' When we say financlal control, it IS 
not the idea that We try to.sit tight oil somebody. No,' we try to sit 
tight on ourselves. Because, we are all functioning towards the same 
end, through different directions. The Ministry functiOns. Then, 
the· severa}. 'MiniStries, connected with the whole administration func-
tion, though of course they function '8$ Departments. But they func-
tion for one common idea. Just 1lS in the ,body the same blood 
must run through all the veins and the purity of the blood has to 
be maintained, so that the vein in each organ might develQP into 
proper proportions and strength, so in administration also, though 
difterent functions are allotted to different bodies or different de-
partments, the purity or the ideal must be the same all-round. Un-
less, we are in a position to achieve that, it will not be possible to 
run an ideal administration in the best interests of the people tak-
ing into consideration the welfare of every person. It is not a rule 
for the few but for the entire benefit of all people. From that point 
of view, a system of financial control very properly devised and 
very carefully worked is, to my mind, the sine qua non of good ad-
ministration. rhe administrl,ltion, of coW'se, will not be just a ma-
chine. It will have a human element, a hwnan to~ We shall' not· 
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be rule-bound: yet it does not mean that we shall all be free to 
act as we like. We must go by certain rules and regulations. But 
a . financial control is necessary, because, when the administration 
is so wide that one part of it does not know what the other part 
is doing, each part looking to its own little field of jurisdiction, it 
tends always to become more costly; sometimes it becomes wasteful 
by duplication of the same thing in different departments. It is, 
therefore, necessary that there should be a complete check-up of all 
expenditure. And, when we are exercising the power of taxing the 
man in the remotest corner of the country who is not yet conscious 
of his right to ask for accounts from us of what is taken from him 
as taxes our responsibility becomes all the greater. I, therefore, 
believe that there can never be too much of financial control in any 
parliamentary or democratic Government. It is possible that some 
of us may sometime be criticising wrongly or may be having fantas-
tic notions-may be, having notions which have no relation to reali-
ties or facts; and yet taking all that into consideration, it is not 
possible to complain that there is too much of control. The control 
has to be there and, therefore, you will see that, in the system of 
Government, Control at various stages is conetemplated. In the 
first place, Government cannot spend what you do not sanction. 
That is the first control. If you are dissatisfied with the way in which 
the Government are acting, then we say: "We will not allow you the 
budget grants". How far we are able to do that is another matter. 
I am talking about the theory of it and our attempt has been to 
reach the ideal through this parliamentary system of Government. 
The second control is that they must put the whole amount into 
the Consolidated Fund, so that nothing can be drawn out merely 
because the vote is there. Before drawing, the l~gislature or the 
departments are to be satisfied that the money is being taken out 
for the purpose of which it has been sanctioned. 

Then, there is the Estimates Committee which also exercises a 
sort of control, examines the thing as to how far these estimates are 
correct, what scope of economy is there, etc. Then after this, there 
is audit which is to see that the,money is spent in a proper manner 
and the accounts are properly maintained. The keeping of accounts 
is not merely a formal matter, but it is a matter of substance. Many 
people ask "what is the good of writing all these accounts. I 
know what I earn and what I spend". This may do so far as indivi-
duals are concerned; even there I do not think, it is all right be-
cause, we must train our minds to a habit of organizing and plan-
ning things, of having an estimates as to how we spend our lives and 
our monies; and it is that habit of accounting~not for the love of 
money or as to how much money is saved,-for which, it is necessary 
that we must keep accounts-and those accounts must be kept very 
carefully, correctly and truly. The object of keeping of accounts is 
to have the truest possible picture of everything, not only to give us 
an idea as to how far the anticipations as to estimates have come 
out true but further to give us an idea for the future also. Therefore, 
audit is there and in the long course of about 35 years of public life, 
I have always considered it necessary that, there should be an audit 
of every little account of every. little public body. In fact, I have 
insisted upon accounts being properly kept and shown in public 
whenever anybody wants that to be done. Sometimes, if somebody 
asks us: "Well, we gave in your charge Rs. 1,000. What have you 
8-5 Campt. A. G./58 
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done? How have you done?". The first reaction of many of us is: 
"Well, why don't you trust me? Do you mean to say that I have not 
properly spent them?" That, to my mind, is a wrong conception. 
There can be never a more anti-self-government attitude than this 
kind of thing. We want the people in Swara; (Self-Government 
to be so strong and to be so intelligent that they will refuse to part 
with a single pie by way of taxation to any Government including 
their own, unless the Government is in a position to account for 
every pie that is taken as taxation, and satisfy the people that 
Government have spent the money for the best purpose possible 
and for their benefit. In fact that is, I believe to be the substance of 
self-government. That is what we want. So from that point of 
view, accounts are a matter of great importance and, therefore, we 
have several rules to dev,!.se, as experience has grown, various 
methods of keeping accounts, checks and counter-checks, etc. The 
idea is not merely to stop leakage somewhere here or there but to 
be exact in all respects. The Auditor looks into the little things 
brought before him. viz., the vouchers, etc., ,and he certifies that the 
accounts are quite all right. After the accounts are audited by the 
Comptroller and Auditor-General, they come up before your Com-
mittee. That is, I believe, the final stage of check-up. Here, people 
from outside say: "What is the good of this Public Accounts Com· 
mittee? What is the Committee going to do after the monies are 
spent? Even if you critiCise, it is not going to come back from, the 
pockets of those who have mis-spent the money. What is the Public 
Accounts Committee going to do further now?". This is not, to my 
mind, a legitimate or proper question to be put. It is true that, so 
far as the expenditure is concerned, the auditor's findings are, in a 
sense, limited. They are bound to be, because we want to examine 
the whole field o"f expenditure by compartments-by division of 
responsibilities. The auditor, when he sees an item of expendi-
ture, will first verify as to whether there has been a budget provi-
sion fot this, whether the money was voted for a particular item or 
head of account and whether the expenditure is inCUrred with pro-
per sanctions which are required by the rul~s and regulations of the 
dellartment, i.e., the Ministry of Finance. That means the auditor 
will be sitting as a sort of watch-dog to see that nothing is remov-
ed outside unless that is authorised by the budget grant passed by 
the Parliament and that, whatever is removed is spent for the pur-
pose for which it has to be used. • •••• That is the purpose of the 
audit. Ultimately, of course even if you find that the money has been 
properly spent but still if the money has not been spent with proper 
sanction or in a proper manner, the auditor will point out the de-
fect. All this knowledege is of importance to see as to how far 
the rules we have made to achieve the highest degree of effiCiency 
for spending and accounting, are properly adhered to. Of course, the 
question of false vouchers and false accounts is quite a different 
matter. In spite of the best control exercised by the Government, 
Legislature and the Auditor, false accounts and false reports are 
brought to light in the course of public administration. They are, 
of course, matters of exception rather than the rule. Such matters 
come before the Public Accounts Committee with the report of the 
Auditor who will point out all sorts of irregularities, cases involving 
expenditure not covered by the grant, and the re-appropriation of 
funds within a grant or appropriation without the formal orders 
of the competent authority. . 
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Then it will be for this Committee to see something beyond that 
As the Committee consists of Members of Parliament it means that 
it consists of people charged with the responsibility to ensure that 
every item of expenditure is incurred in accordance with the rules 
laid down for the purpose. As Members of the Public Accounts 
Committee, without looking into the merits of the expenditure 
posted in the accounts, you are charged with satisfying yourself 
that the moneys shown in the accounts were legally available for 
and made applicable to the service or purpose to which they have 
been applied. Being !he Members of Parliament, who sanction the 
budget, the knowledge that you get here ought to be helpful to you 
in exercising or checking the estimates when they are being sanc-
tioned and that knowledge is useful for the Estimates COJ;nmittee as 
also for the Standing Finance Committee. Therefore, the Com-
mittees of Parliament which apply their mind to this expenditure 
at one stage or another will take into consideration the objective 
as to why the monies were sanctioned; they will not discuss the 
policy underlying them; they will try to grasp the policy. I will 
make the point clear by going a little further "and say that the 
Committee will have, to my mind, the authority to . consider as to 
whether the money spent for a particular policy has been frUitfully 
spent or not. The auditor cannot go into that. The auditor will 
say: "According to the Resolution, the money has been spent". He 
will certify to that effect, but it will be for the Committee consist-
ing of Members of Parliament responsible for good administration 
of the country, to see whether the expenditure, though properly in-
curred so far as the keeping of accounts is concerned, and so far 
as the financial sanctions are concerned, whether the policy in pur-
suance of which the work has been undertaken has really been a 
good policy, and whether from that point of view the money has 
been actually and properly applied or not. This function is a little 
wider but in substance the opinions that you form, the experience 
that you gain, are useful for the administration. That to my mind, 
broadly speaking, is the function of this Committee. It is not, merely 
the function of the Committee hereby to point out the irregulari. 
ties. You have been appointed by the Legislature and if you do not 
express where you are not satisfied then there is no meaning in having 
a Parliamentary Committee. The usefulness of the Parliamentary 
Committee is to bring under examination, in the light of experience 
gained after having worked t~e schemes, to be able to advise and 
report to Parliament whether the monies that they have voted have 
really been spent for services which, in the opinion of this Commit-
tee are useful or serviceable to the nation. The Estimates Commit-
tee will deal with the estimates and that is a different aspect but the 
same aspect practically in a different form. They also will apply 
their mind in the same manner as this Committee will apply their 
mind, in the light of your expenence because after all they are 
trying to save something for the future but here you have a pic-
tUre of the past and that places the Ministry of Finance, the Govern-
ment and the Estimates Committee in a better position. That seems 
to me to be the scope of the Committee. Sometimes, much is made 
of the rules, whether under this rule it can be done or under that 
rule it can be done, etc. To my mind, in any administration if you 
want to have the administration as a composite one and not in 
compartments, there is nothing which is quite independent of 
another. All things are interodependent on one another. All things 
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areinteNiependent and, though my hand is separate from my eyes, 
my body being a whole, the samebiood is beingcireulated and 
one part has got. relation with the other. For purposes of finance 
and better work, we have departments and we have different com-
mittees, but, ,if anybody asks me as to whether that is exclusive 
of the other, I am prepared to say that theoretically at least it 
cannot be. They are all inter--dependent, taking a broad view of 
the matter and not trying to be too technical about it. These, as 
I have already stated are the objectives. 

A note on "Parliamentary Control of Public Accounts" by Basil 
Chubb has been circulated to you. I take it that you must have 
gone through it. It is very interesting to read it and I should 
like to invite your attention to three points only. The functions of 
the Committee as defined there are to ensure that money is spent 
as Parliament intends. That is the most important point. Members' 
of Parliament wil1 better understand the intention and the mind of 
Parliament than the Comptroller and Auditor-General and they 
can better exercise' their discretion and judgment. The second is, 
to ensure due economies and, the third, is, to maintain a high stan-
dard of public morality in all financial matters. Wherever we find 
that something is done which is of an extravagant character, even 
though it comes in conflict with the interests of a particular officer 
or for the matter of that. even a Member of Parliament, it shoul4 be 
the duty of this Committee to point that out. If we really want to 
rise in the eyes of our countrymen, our function should be strictly 
honest. If a matter is wrong, we must raise our voice and create a 
public opinion even though it may involve the displeasure of some. 
It is one of the most important things to maintain a high standard 
of public morality. . 

I need not go into the other matters; there are one or two things 
which I found very useful in this note and to which I may invite 
your attention. So far as the Budget Estimates are C<7'ncerned. so 
long as the proposals are before the House for sanction, not only 
you may have, but you should have your party alignments, because 
you come with a programme and you are entitled to say this much 
should be spent on this and this much should not be spent on that. 
But. the moment it is sanctioned. whether by a huge majority or a 
small majority, it is the sanction of the entire House and it becomes 
the business of every man in the country and every Member of 
Parliament to respect the final decisions of the House. We do not 
pass all our Bills unanimously; there are many dissentients. But. 
still. is it open to anybody to say when he is prosecuted under a par-
ticular law. that that law does not apply to him because he had 
voted against that law? Shnilarly, as soon as the expenditure is 
sanctioned by the House, whether you like it or not, at the time the 
expenditure comes for examination, party politics should never enter 
into the consideration. You are not sitting in judgment on the ex-
penditure incurred keeping in mind your likes and dislikes. You 
cannot ignore an irregular expenditure merely because it is incur-
red say, on Khaddar. You may like the idea of, say, the upliftment 
of the Tribal areas. The moment you find that som,e money is' 
spent irregularly, you should not say, it is all right, because it is 
spent for a good purpose. You are sitting there to go by what the 
Parliament has thought over the matter. That is the principle of 
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,democratic Government on Parliamentary basis. We are divided, 
,opposed, so long as we discuss a matter, and so long as finality is 
not reached. The moment finality is reach~, it should be the etIort 
of everyone to support that. Of course, it is open to anyone to 
agitate and reverse the decision; that is ditIerent matter. So long 
as the decision stands, it must be loyally given effect to. Unless we 
have that kind of mentality, it is not possible to run successfully 
any Parliamentary system of Government. The direct corollary is 
that there must not be any party politics so far as examination of 
these accounts is concerned. 

• • • II' 

Procedure for the preparation and submission of Audit-Reports to 
Parliament 

P. 7. {Page 299 of the Report).-As questions asked in Par-
ment on the 12th May 1951, involved important issues, the Comp-
troller and Auditor-General made a statement (Annexure II--pages 
111-114) before the Committee clarifying the position in regard 
to the general principles underlying the drafting and presentation 
of the Audi t Reports. 

P 8. (Page 299 of· the Report).-The Committee further wish-
ed to know in some detail the procedure in regard to the drafting 
of Audit Reports, giving opportunities to the Executive Government 
to make such observations on facts of important cases of financial 
irregularities proposed to be included in the Audit Reports. The 
Comptroller and Auditor-General described how the Auijit Reports 
were made up and how each tier both on the Audit side and the 
executive side worked. He also stated that the Department or 
Ministry concerned wa~ given an opportunity of suggesting correc-
tion or modification to the draft in such matters in which it was 
proposed to question their action. Elucidating the matter further, 
he stated that he was not an Executive Officer but he worked on his 
papers only and his inferences were based on the documents placed 
before him. It was only fair both, to himself and to the Department 
concerned that he should ask them as to what they had got to say 

'about the specific matter, and he had then to consider whether any 
modification was necessary to his earlier conclusions in the light 
of facts thus brought to his notice. . . ... ... 

ANNEXURE n OF APPENDIX L TO PUBLIC ACCOUNTS COM· 
MITTEE'S FIRST REPORT 1951·52 

,Statement made by the Comptroller and Auditor-General of India at 
the Meeting of the Public ACCOlmts Committee held on the 22nd 
May, 1951 re: the procedure followed for the preparation and 
submJsslon of Audit Reports to Parllameat. 

I have noticed in the Hindustan Times (Dak Edition) of the 13th 
.May, 1951 that there was a debate in Parliament on Saturday, the 
':12th May, on the question of my visit abroad, my audit reports and 
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whether those reports were available, and SO on and so forth. There 
was further a specific question whether the Comptroller and Audit-
or-General after presenting the Audit Report to Government had 
subsequently edited it, that is, deleted certain portions or qualified 
his statements in some respects or added something to it for presen-
tation to Parliament. 

• • • 40 • • • • 

I am going very briefly to explain how the audit work is done. 
The accounts come to the Accounts Officers. They are all examined 
and checked up. So many questions are sent out, some of which 
may be for eliciting information. We ask the Executive for their 
explanation. The explanation comes. Then, if we are not satisfied 
the Audit Officer sends it to the higher Officer asking him what he 
has to say. 1\e may, perhaps, explain or say that the person con-
cerned has been warned and so on. Perhaps, the Audit Officer may 
be satisfied after the receipt of the explanatio~l that there was 
nothing really wrong. That is how most of tne things happen. 
There are some bigger things which are discovered in the course of 
audit. Correspondence may even go on with the Government and 
most of the correspondence is of the nature of asking for an expla-
nation from the Government or for eliciting information or facts. 
Such correspondence is not a repQrt. There are various stages. and 
processes for Audit to satisfy itself that a ttansaction was regular 
or irregular. The Audit Officer may find that it is a bad enough 
matter, or it may be an ordinary irregularity which should not be 
repeated, regarding which We would like to report to the Parlia-
ment. There may also be cases in which, at the instance of Audit, 
improvements in financial or accounts rules and procedure have 
been devised. or the authorities have refused to accept the advice 
of Audit. The Audit Report ultimately includes, at the discretion 
of the Audit authorities, an account of irregularities and other im-
portant or interesting matters. The more serious casl!s where the 
delinquents have not been adequately punished, are also reported. 
We report even where people have been sent to jail, and all sorts of 
things, which in our opinion ought to be reported to Parliament. 

As to the process of preparing the Audit Reports, all the matee 

rials are collected by the Audit Officer concerned. The Draft Paras 
contain allegations of things that have happened or have been dis-· 
covered in the course of the Audit. It is only right and fair to 
the Audit department as well as to the administration that the facts 
stated therein should be verified. These Drafts are not Audit Re-
ports under Article 151 of the Constitution at this stage. These 
drafts are sent to the departments for their comments on the facts 
stated therein. If they say that they do not accept, the facts. argu-
ments ensue between the Audit, on the one hand, and the adminis-
tration on the other. If they say that the facts stated are not 
correct, we ask them what the correct facts are. Then, they say 
that the facts are such and such. Evidence has to be produced by 
the administration in support of their statements being correct. If 
adequate evidence is produced to justify a con-ection in the Draft 
Paras, they have to be amended because the Audit Report must be 
a faithful statement of facts. It is prepared without fear or favour 
without any affection or ill-will: ••••• Therefore, we give every op-
portunity to the authorities concerned to contradict our statemen.t of 
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facts and produce the requisite evidence in support of their case. 
After having done all this, the report is finalised.. Until this stage 
is completed, the Paras are only drafts or provisional statements 
without any authority. 

For all that is included in the Report, including opinions, the 
ultimate responsibility is that of the Auditor-General, who counter-
signs the report but he holds his Accountant-General responsible to 
himsel:t The Report could be challenged by the witnesses who may be 
called up by the Public Accounts Committee. The witnesses can 
say that the facts are not correct which rarely happens. Argu-
ments ensue between the Committee and the witness. The Com-
mittee is helped by the Auditor-General. None of the preliminary 
correspondence or any correspondence taking place between the Au-
diting authority and the Government can be treated as the Report. 
Even a commercial Auditor who goes to a firm, does all this preli. 
minary work; that is not his report. The Auditor may have been 
wrong in his suspicions, and if adequate evidence is produced and 
if he is satisfied, there is nothing more to be said about it. The 
point that I want to make is that you cannot regard the interme-
diate correspondence between the Audit Officers or the Auditor-
General, on the one hand, and the Administrative Officers or even 
the Government, on the other, as Audit Reports. Audit Reports are 
formal documents such as you have seen. They are formal docu-
ments bearing the certificate saying that this is the Report under 
Article 151(1) of the Constitution which I present to the Parliament 
through the President. Nothing else is a Report. I can assure you 
nobody can tell me what I should or should not put in this Report. 
They may say that this or that statement of fact is not correct in 
which case it will be my responsibility if, in spite of their saying 
that it is not correct, I include it in my report. It is absolutely 
a matter for my discretion what to include. Of course, I have 
to rely on my Audit Officers to advise me as to what should be in-
cluded here. Once any matter has been included in the Report 
and the latter presented to the President under Article 151 of the 
Constitution, there is no question of amending it and submitting a 
different report to Parliament from what I have put down in my 
Report under that Article. The discussion in Parlia~ent has been very 
unfortunate and has been unfair both to the Government and to me. 
• ...... • ... To stun up, any correspondence that takes ~lace between 
the Government on the one hand and myself or mY Officers on the 
other. in the course of audit, with a view to eliciting further infor-
mation or requiring the Government to take any particular action 
are not reports within the scope of Article 151. It is only when a final 
verdict has been reached on any particular matter and it is consi-
dered by me necessary to incorporate it in the Report submitted to 
Parliament that it is included. Correspondence cannot be treated as 
reports. Likewise. Draft Reports which are sent to the various au-
thorities for vetting the facts are also obviously not reports under 
the Constitution. They become reports only after they are finalised 
in the light of the fully ascertained facts and are finally approved 
by me for submission to the President and the Parliament. It is 
most unfair to suggest that either the Government suppresses any 
of my reports, which they cannot and which I will not permit them 
to do-if I am asked to suppress any such report, there will be 
trouble; I shall report that to you if I am true to the Constitution. 
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Once a formal report 'has been made under Article 151 (1) it has to 
be submitted to Parliament and if any amendment is made by me 
subsequently, that amendment will also. have to be treated in the 
same formal. manner. Normally. no such occasion has arisen ex-
cept in the case of routine amendments of any inaccuracies in fig-
ures. Some figures might have been printed wrongly. 

I noticed from the Press Reports that Shri Ananthasayanam 
Ayyangar had enquired whether there was any rule whereby cer-
tain portions of the Auditor-General's Report could be marked con-
fidential and withheld from the Parliament. My Report to the Pre-
.sident under Article 151(1) of the Constitution is not confidential 
·and no portion of it can be withheld from Parliament. And it is 
also a priced publication. It is a printed document. After it is laid 

-on the Table of the House it can be purchased by the general public. 
Shri Kunzru was also wrong in assuming that after presenting the 
Audit Report to Government, I might subsequently add or delete 
some portion or qualify the statement. Again, I emphasize that draft 
·paragraphs sent oy my officers for verification or comments are not 
reports. You may prepare a rough draft but until you sign it, it is 
only a draft, it is not the final document. It is a tentative statement 
under the consideration of audit. The Finance Minister has stilted 
·that unless he saw the Auditor-General's Report to the Public Ptc-
'counts Committee, he would not be in a position to say whether there 
was any difference between that and the Audit Report that the 
Comptroller and Auditor-General submitted to President. There ,s 
some misconception here, because the Audit Report submitted to 
the President under Article 151(1) is precisely the same as that 
which is laid before the House and which is thereafter taken for 
consideration by the Public Accounts Committee. There is no sepa-
rate Audit Report to the Public Accounts Committee from the one 
presented to Parliament. • 

APPENDIX ILl TO THE PUBLIC ACCOUNTS COMMI'lTEE'S 
FIRST REPORT 1951·5% . 

• • * • 

Form and structure of the Report of the P. A. C. and scrutiny of the 
accounts of Revenues, Borrowings, Public Debt, etc. 

3. The Committee then proceeded with the further considera-
tion of the next item on the Agenda, namely. the letter dated the 3rd 
March. 1951 (vide Annexure II on pages 48-51) from Professor K. T. 
Shah. a Member of the Public Accounts Committee, suggesting chan-
ges in the fonn and stnlcture of the Report on the Com.mittee and 
also extension of the scope of the functions of the Committee to the 
Scrutiny of the accounts of the Revenues of Government, borrowings. 
PubHc Debt, expenditure charged to Capital. etc. The Comptroller 
and Auditor-General pointed out that subject to certain minor excep-
tions. he was not at present responsible for the audit of Revenues and 
control over the due collection of Revenues was now left entirely to 
the Administration. He further stated that in the existing circumstan-

''''I 
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.ces it would be inlpossible for his Department to undertake any fur-
ther extension of responsibilities in regard to Revenue audit for a 
considerable time. He was not, however, opposed to this in principle, 
,but was only pointing out that it would .take some years before the 
necessary machinery could be built up. 

4. As regards Prof. Shah's Memorandum, the 'Comptroller and 
Auditor-General pointed out that the Finance Accounts of the Gov-
-ernment of India which contained a complete picture of the Revenue 
and Expenditure of Government as well as of the Debt and Remit-
tance Heads including Capital Accounts, was being presented to 
Parliament in addition to the Appropriation Accounts and Audit Re-
port thereon which served a special purpose. The form of all these 
accounts is based more or less upon the British models and the 
requirements of Parliamentary control, but the Finance Accounts in 
India contain explanatory notes and comments which do not find 
a place in similar publications of the U.K. Treasury. The Comptrol-
ler and Auditor-General observed that Prof. Shah's desire seemed 
to be to extend the functions of the P.A.C. and to require it to go 
into every aspect of Revenue and Expenditure, such as the effect 
-of taxation on the amount of Revenue over a period of years, Public 
Debt Position and the policies of Government in regard to borrow-
ing, the general growth of expenditure and so on. For this purpose, 
it appeared to the Comptroller and Auditor-General that what Prof. 
Shah desired was the provision to the Committee of elaborate re-
views covering a number of years, of the various Revenue and Capi-
tal Heads. The Comptroller and Auditor-General stated that if this 
extension of functions was the considered decision of Parliament 
and the Public Accounts Committee, the latter would have to work 
for considerably longer periods than at present. Further-more, in 
addition to the accounts that are now compiled and rresented to Par-
liament by the Comptroller and Auditor-Genera, alTangements 
would have to be made for the preparation of various special ac-
'Counts statistically, and their review from the various points of 
view mentioned by Prof. Shah. . It should be primarily the function . 
1)f Government to provide whatever additional information is re-
quired by the Committee. The Comptroller and Auditor-General 
stated that his own Organisation was not adequately equipped at 
present for the purpose, but he would endeavour gradually to in-
dude such additional data in the Finance Accounts as the Commit-
tee might desire in the light of experience. 

5. In this connection the Comptroller and Auditor-General ex-
plained that the compilation of the Fin~nce Accounts of the Gov-
ernment of India had been unavoidably delayed owing to the diffi-
culties which have arisen due to Partition. He stated that the Ac-
counts for 1946-47 were practically ready and were being put into 
final form. As regards the Accounts for 1947-48, the year of Parti-
tion of the country, he said that the main difficulty for the finalisa-. 
tion of the compilation of the Accounts was due to the non-settle-
ment of the Debt-Head balances on the date of Partition with the 
Pakistan Government. He added that unless these Accounts were 
ready he could not take up the COmpilation of the Accounts of sub-
'Sequent years as the balances under the various Heads were required 
to be carried forward. 

• 
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6. While recognising the difficulty explained by the Comptroller 
and Auditor-General, the Committee suggested that until the com-
pilation of the FinanCe Accounts was printed up-to-date, the Finance 
Ministry maybe requested to furnish the Committee in an appro-
priate form to be devised in consultation with the Comptroller and 
Auditor-General an account of the Revenue-earning Ministries 
showing the various sources of income and the actual revenues. 
This account, should also embrace the Borrowing and Debt Heads 
side of the Government activities for the year under review. Such 
a compilation, the Committee observed, would enable them to sug-
gest measures for economising public expenditure. 

Non.-See P. A. C. '947-48 (l'ost-partition) P-3 (page 118 of the Report). 



SECOND REPORT OF THE CENTRAL PUBLIC 
ACCOUNTS COMMITTEE 1951-52 ON THE ACCOUNTS 

OF 1948-49 (RAILWAYS AND DEFENCE SERVICES) 
Budgeting and Control.over expenditure 

R 2. The Committee note that the standards of budgeting for 
the Defence Services during the year under review are still far 
from satisfactory. In particular they feel that there is much scope 
for improvement in estimating the stores and works expenditure 
'" '" '" '" "'. Further, surrenders of savings made at the time of 
the final grant were either inadequate or no surrender was made at 
all'" '" '" "'. The Ministry did not take proper stock of all their 
commitments towards the close of the year and failed to maintain 
a close watch over the flow of expenditure which resulted in the 
lapse of a huge amount. The Committee deprecate the growing ten-
dency on the part of the spending Departments to inflate their 
estir...ates or to fail to surrender all anticipated savings as soon as 
they become known without waiting till the end of the year as also 
to appraise properly their comm,itments and liabilities when it 
becomes apparent that th~ actual expenditure is likely to fall short 
of the provision already made by them in the estimates. The Com-
mittee should like the Ministry of Defence and the Ministry of Fi-
nance (Defence) to follow the ~eneral recommendations made by 
them in Chapter III of their FIrst Report relating to the Civil Ac-
counts etc., in. respect of the Defence Expenditure also. 

R14 (Sub-para. 2). The Committee attach great importance to 
the correctness of the budgeting process being impressed upon the 
various Railways as the needs of the country in the existing finan-
cial position are to a certain extent dependent on the surpluses in 
the Railway Budget. The Railways are the largest national under-
taking run on commeorcial lines and it would be contrary to the in-
terests of the State if any money is spent hastily or in an ill-conceived 
manner merely because it is available, nor should any amount 
be spent in anticipation of the grant of funds. In the case of likely 
savings, their existence should not be seized as an opportunity for 
incurring expenditure on items which have not been specifically 
provided for in the Budget. It is also desirable that the surrender 
of unutilized amounts Is made in time so that those amounts could 
be made use of instead of being lapsed. The Committee desire that 
the observations contained in Chapter III of their First Report on 
the Appropriation Accounts' (Civil) and (P. & T.) of 1948-49 OD 
'Budgeting and control over expenditure' should apply mutatis mu,.. 
tandis to the Railway Administration subject to necessary modifica-
tions to suit local requirements. The Committee would be glad if 
the attention of the Railway Administration is invited to these obser-
vations so that a sense of preservation of high standards of budget-
ary control and financial propriety-which are a pre-requisite of the 
successful handling of the finances of a commercial concern-is in-
fused in their minds. (See also P.A.C. Tenth Report, 1953-54, R-13.) 

Ministry of Defence observed as fonows (page 1 of Ninth Report 
1953~4 lTolume 11):-

The estimates have been and are being framed based on the 
latest known or foreseeable jactCYrs; despite this, variations do occur 
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owinj] to circumatances beyond control. However, no effort is spared 
to effect improvements wherever possible. 

NOTE.-See P. A. 0.1943-4" R5 of Epitome VOlume.I and 194-7-48 (post-partition) 
R. 4-; Firat Rej)ort l"95'-511,R 14,17. 15(iii). and PJ50 of this Volume. 

Allocation of Works Expenditure to 'Maintenance' or 'Capital' 
R 3. The Committee were informed that necessary instructions 

an the subject were under issue. They desire that while issuing 
the instructions it should be made clear that they will apply only 
to temporary accommodation and not to oth~r types as otherwise 
tl)ere is a danger of their being applied to other types of accommo-
dation also. A copy of the instructions issued should be furnished 
to the Committee. 

Copy of Letter No. 9623/Q3W1D/l0824/D(E&Qtg.) dated 
25-11-1954.1rom the Ministry of Defence. New DelbJ • 

* • • • • • • 
5. Original· works comprise the constru.ction of buildings and De-

fence Works and their internal fixtures together with the accessory 
services such as roads, Electrical I Mechanical services, water SUPIXY, 
furniture, drainage, raT}fJes etc., as well as purchase and additions; 
Reconstruction of buildl'l'~gs and roads, widening CYr roads, qlterations 
"necessitated by administrative reasons, works necessary to bring into 
use buildings and services newly purchased or previously abandoned 
or rendered unusable by extraordinary causes :;uch as storm, fire or 
earthq'll4ke, also fall in the categMy of original works. 

EXCEPTION.-Petty wOTks costing up to Rs. 400 may, at the disCTetion 
of the Commander Works Engineer, be trectted as 'Re-
pairs'. 

(Pararaph 146 Military Engineer Services Regulations.) 
6. The purchase and installation of static plant and machinery 

(Paragraph 170 MiLitary Engineer Services Regulations), the pu,.. 
chase Of speciaZ tools and plant (paragraph 171 Military Engineer 
Seroices RegulatiOns) and the provision of furniture (paragraph 183 
Military Engineer Services Regulations), are treated as originalwork.B 
for the purpose of these orders. 

Provision of furniture which does not form part of any project 
will be treated as major or minor work. depending on the cost. 

7. Repairs comprise all maintenance and t>~'riodical se:vices, re-
newals and replacements as well as alterat,on., necesmtated by 
technical or engineering reasons. 

Works required to make good damages to buildings, roads, instal-
lations and services due to extraordinary causes, but which are still 
usable, a:re also classified as 'repairs'. 

NOTE.-Whether or not a bu.ildinj1 etc .. is still 'usable' will be de-
cided by the Court of Enquiry convened to investigate 
the loss. 
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10. Repairs aTe clasSified in two categories.-
(a) Ordinary Repairs.-These comprise-

(1;) Petty repairs, 
(it) Periodical services, vide Military Engineer Services. Re-

qulations, Table 'F'. 
(iii) Replacements and renewals costing up to Rs. 20,000. 

(b) Special Repairs.-These consist oj replacements and renewals 
costing more than Rs. 20,000 each. 

RepaiTs in category (a) will be carried out in accordance with 
Military Engineerr Services Regulations, paragraph 148(b) so far as 
seq. ' 

Repairs in category (b) will be carried out in accordance with 
Ministry Engineer Services Regulations, paragraph 148(6) so far as 
buildings are concerned and paragraphs 757 and 759, so far as Elec-
trical/ Mechanical installations are concerned. 

NOTE.-(i) The Garrison Engineer will be the competent authority 
for grouping of buildings for the purpose of special re-
pairs. (ii) Replacements of furniture Tendered unservice-
abZe by fair weaT and tear will be treated as Ordinary 
repairs, irrespective Of cost. for the purpose of this rule. 

No administrative approval is necessary for repairs falling in 
category (a), allotment of funds for the purpOse implies administra-
tive approval to that extent. No work will be carried out without 
the technical sanction lof the competent engineer authority and ex-
penditure will be incurred in excess of allotment under the relevant 
head except in so far as any such excess can be met by reaPP':opria-
tion from another head within the competence of the authority con-
cerned. 

Repairs to buildings falling in category (b) will be treated as 
original works except for budgetary purposes •••• •. 

Amendment to capital values will be made in accordance with 
Military Engineer Sen.,ices ReguZations., paragraph 148 (c) but see 
exceptions below. In calculating the addition to be made to the capi-
tal value, credit wiU be taken for the 1Jalue at current rates of a.ny 
portion of the original structure which has been demolished or re-
placed. 

EXCEPTIONS :-

(a) Capital value will not be amended in the case of replacements" 
and renewals costing Rs. 20,000 or less to temporary buildings. 

(b) Changes in capital value amounting to Rs. 400 will be dis-
regarded. 

Amendments to capital values on account of Electrical I Mechani-
cal renewals will be carried out in accordance with Military Engineer 
Services Regulations paragraphs 757 and 759. 

NOTB.--seC p. A. c. 1947-48 (POIt-partition) P6. 



120 SECOND REPOJt'J' 1951-,;2 

Inter-depot Transfer of Stores 
R 4. ... ... • ... At present there did not exist any effective check 

against the inter-ciepot transfer of stores, as under the system in 
force, it is ~asy to transfer a certain category of stores which might 
be in excess in one depot in close proximity at the time of the 
stock verification 01 another depot. The Committee desire that the 
matter should be examined by the Ministry of Defence in consulta-
tion with the Ministry of Finance (Defence) and other Departments 
of the Government of India, if necessary, with a view to finding 
out a fool-proof method whereby such transfers of stores at the time 
of the depot stock-verification are eliminated . 

... ... • ... ... ... ... 
Ministry of Defence obserVed as follows (page 2 of Ninth Report 

1953-54 Volume II) 
The transfer of stores from one depot to another is carried out on 

regular vouchenr only, and no stores can be passed out from o~ 
depot to another without proper documents, which are checked by 
the security nag at the gate. In certain depots, e.g., Air Force Depots. 
Medical Depots and M. E. S. Depots, the Btock position is controlled 
centrally by Air Headquarters, the Director General, Armed Forces, 
Medical Services, and Army Headquarters (Engineer-in-Chief'. 
Branch) respectively. Moreover, they are situated away from each 
other, thus rendering inter-depot transfers of stores difficult. In the 
case of the M. E. S. Depots, the local authorities are not permitted 
to order tran.'fjer or move of stores in depots. Transfer orders are 
issued by the Engineer-in-Chief to satisfy specijir. demands and to re-
plenish stores. AU these checks therefore make fraudu.lent transfers 
almost impossible. 

No~ecovery Of hire charges for stores issued on hire 
R 8. ... • ... • ... The Committee ... ... • desire that·'" ... ... the 

Defence Accounts Officer concerned should conduct a periodical 
check of the 'Register of Hire Charges' maintained in the Depots. 
The Accounts Officer should also keep a proper watch to ensure 
that recoveries of all amounts of hire charges are effected from the 
authorities concerned regularly and the matter pursued till it is 
finally adjusted. The Committee further desire that the existing 
machinery both in the Depots and the Accounts Offices, should be 
·overhauled to see that such arrears of recovery of hire-charges are 
not allowed to accumulate as it becomes difficult to fix responsibility 
for oversight in the adjustment of such charges at a distant date. 

APPENDIX XXIV TO mE PUBLIC ACCOUNTS COMMI'rI'EE'S 
NINTH REPORT 1953-54 VOLUME D 

MINISTRY OF DEFENCE 

The observations and recommendations of the Public Accounts 
Committee made in para. 8 of their second report on the Accounts 
of 1948-49 (Railways and Defence Services) have been examined. 
The necessity for overhauling the machinery for recovery of hire 
charges, which the Committee recommended, has been accepted and 
pursuant thereto, detailed instructions have been issued to both the 
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accounting authorities and the Depots. These instructions it is hoped, 
will ensure the quick recovery of hire charges, by laying down 
separate responsibility : -(a) for issue of stores-mostly tentage, 
(b) for the return of stores when done with, and (c) for watching 
the progress of recovery of the hire charges. Provision has also 
been made for inspection and checking of the stores on their return 
and recovery for damages, other than those due to nonnal wear and 
tear, to the returned stores. 

The instructions issued to the accounting authorities ensure au-
dit of Registers and documents maintained by the Depots and main-
tenance of a complete record of all hire issues and prompt realisa-
tion and credit to the Government. 

/II ... • • •• • 

Copy of omee Memorandum No. 4017/AT-D, dated the IIthJuae 
195Z, from the Otllee of the Controner of Defence Aooo1lDf5, New 
Deihl. 

While examining the case relating to the "non-recovery of kire 
f:harges for stores issued on hire" mentioned in paragraph 36 of Audit 
Report, Defence Services 1950, it transpired that there existed some 
misapprehensions regarding the procedure to be followed for the 
accounting, and for progressing the recovery of hire charges for stores 
issued on hire. Detailed instructions in amplification of the provisions 
of paragraph 540 of Regulations for Army Ordnance Seroice. and 
paragraph 9, Section XI of Store Accounting Instructions have, there-
fore, been issued for this purpose in the above cited memdrandum. 

2. The above instructions are comprehensive enough and clearly 
lay down the Registers and documents etc., required to be maintain-
'ed by the Depot, which will be subjected to audit by the Local Au.dit 
Officer vide paragraphs 9 and 10 thereof. So far as Local Audit is 
concerned besides observing the procedure laid down in paraqraph 6 
Section VIII Local Audit 6ffi,cers Hand Book Part 1 for the audit of 
issues on hire, these issues will not be treated on a par with payment 
issue transactilons and the scope oj audit over the documents, vouchers 
Registers etc., maintained in the issuing Depot and also in the Return-
ed Stores Sub-Depot will be the same as for payment Issues, 

3. In the Controller of Defence Accounts Main OfJice, the Stores 
Section will ensure, that a proper machinery exists for watching the 
Teceipt and adjustment of Treasury Receipts in cases where recovery 
is made on a cash basis and of the Receipted copy of issue vo~hers 
in cases where book-adjustments are made. In either case, it should 
be ensured that there is no de'Lay in realising the dues to Government. 
Responsibility of the indenting Ministry and the Purchase Organisa-

tions and duties and powers at the Director General Indian Stores 
Department London. 

R 10. * * • • • • • • • • • • The Committee noticed that there was a tendency on the part of the representatives of the various 
Ministries who appeared before them in connection with this matter 
to shift responsibility from one Ministry to the other. It shows an 
extraordinary state of affairs that the area of responsibility between 
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the indenting and the Administrative Ministries should not be clearly 
defined. The Committee have no doubt that while the Ministry which 
meets the expenditure from its grant for any stores or goods purchased 
through the Purchase Organisations is responsible to answer all 
questions concerning the transactions before the Committee, the 
Administrative Ministries which are directly in-charge of the Pur-
chase Organisations or for the administration of the Missions 
abroad through whom such purchases might have been made should 
also own responsibility in so far as they are concerned. In the pre-
sent case, neither the Ministry of Defence which was the indenting 
Ministry, nor the Ministry of W. P. & S. which was concerned with 
the over-all purchase work of the Government of India, nor the 
Ministry of External Affairs which was in administrative control 
of the Office of the High C~mmissioner, was in a position to take 
final responsibility in the various matters that were raised by the 
Committee. It is of the utmost importance that any confusion or 
fluidity in the sphere of responsibility between the various authori-
ties which come into the picture should be removed forthwith and 
the matter placed on a satisfactory footing. The Committee would 
like to have a detailed note as to the action which Government pro-
pose to take in this connection. 

The Committee also consider that it is essential for GQvern-
ment to re-examine the methods and organisation of the Direcior-
General, India Stores Department, London with a view to defining 
in clear terms his duties and powers and his relationship with the 
High Commissioner and the Ministry of W. P. & S. in order to en-
sure that he functions efficiently. 

The Ministry of Works, Housing and Supply have stated 
(Seventh Report 1952-53 Vol. I page 204) as below:-

"So jar as Director General, Su.pplies and Disposals are concerned 
no confusion exists as to the spher~ of responsibility between the in-
dentors and Pu:rchase Organisation. The Director Ge~ral, Supplies 
and Disposals are responsible for placing contracts, progressing of 
supplies up to the point of delivery and arranging payment to the con-
tractors through the Accou.ntant-General. Food, Rehabilitation and 
Supply to be recovered from the indentor. The fact that the Director 
General, Supplies and Disposals acts only as an agent of the inden-
tor, is known to all concerned." 

APPENDIX XXXD TO THE PUBLIC ACCOUNTS COMMlTl'EE'S 
NlNTH REPORT 1953-54, VOLUME D 

MINISTRY OF WORKS, HOUSING AND SUPPLY 
Procedure followed in respect of procurement of stores with particular 

reference to Defence indents. 
The procedure of acceptance of indents particularly Defence 

items is briefly as follows :-

The Ministry of Defence utilise fully the procurement agency of 
this Ministry in regard to procurement of Defence stores to be ob-
tained from the trade and they leave it to the purchase organisations 
to arrange procurement in accordanct' with the specifications indi-
cated in the indents. 
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(a) Items procured through D. G. S. & D.-Indents for indige-
nous Trade items are placed by the Defence indentors on the D. G. S .. 
& D. for procurement. All action for procurement is the responsibi-
lity of the D. G. S. & D. except for inspection which is mostly done 
by a Service agency. 

(b) Items procured from U.K./ Europe.-Indents are placed b} 
Service Indentors on the Service Advisers to the High Commissioner 
in U.K. Indents for stores procureable from Service Departments and 
Ministry of Supply of H.M.G. are retained by them. But the D.G.I.S. 
D. London is responsible for all residual action, e.g., payment of ad-
vances and final payment taking delivery and despatch to India of 
stores, inspection. etc., D.G.I.S.D. is also responsible for all procure-
ment action in respect of trade items, including inspectiOQ.. 

(c) Items procured from U. S. A.-Indents are placed by Defence 
indentors on the Service Attaches in Washington who retain those 
Indents which are for procurement from the U.S. Government depart-
ments and pass on the rest to the I. S. M., Washington. The divi-
sion of functions in U.S.A. is identical with that in U.K. 

2. On receipt of the inoents, the D.G.S. & D. scrutinise them 
to see among other things that they are complete in all respects so 
that they can proceed with procurement action. The D.G.S. & D. en-
sure: 

(a) that the descriptiqn and nomenclature of stores given in the 
indent are clear and free from ambiguity; that specifications 
or particulars to guide the supply have been correctly quoted 
nnd are in keeping with the description of stores. Technical 
particulars, etc. are vetted by officers of the Inspection wing 
and points of doubt are clarified by reference to the inden-
tor before passing on the demand to the Supply Section con-
cerned for procurement action; 

(b) that the packing, consignment instructions and mode of des-
patch have been clearly specified; 

(c) that a date by which supply is required has been stated; 
(d) that the indentol' has completed the financial certificate on 

the indent certifying availability of necessary funds to cover 
the cost of stores and Departmental charges (where levi,ble) 
and have specified the Accounts Officer who will accept de-
bits after payment has been made by the Accounts Officets 
of the D.G.S. & D. or, if the Indenting Officer is a non-Gov-
ernment indentor, whether tlie indent is accompanied with 
necessary deposit to cover the cost of stores and Departmen-
tal Charges. 

. Only after all these points have been fully examined and settled 
to the satisfaction of the D.G.S. & D., the indent is finally accepted 
for procurement action. In case it is found that supply cannot be 
arranged by the date specified in the indent, the Indenting Officer is 
informed and his prior concurrence to supply by a suitable date is 
obtained before covering the demand. 

Once the demand is accepted by the D.G.S. & D., thereafter it 
becomes the responsibility of that organisation to arrange supply of 
the stores keeping in view the date by which supply has been asked 
9-5 Compt. A. G./58. 
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for and the funds provided by the indentor. The Directorate General 
is permitted to exceed the Indenting Officer's estimated rates with-
out his prior concurrence up to certain limits. In the case of Defence 
Indents, according to the present arrangements, the demands can 
be covered at rates exceeding the indentor's estimates up to 66 2/3 
per cent. without prior reference to the Defence indentor, provided 
the extra expenditure to be incurred on this account does not go 
beyond Rs. 5 Lakhs. 

Supplies are governed by the Standard Conditions of Contract 
which have been drawn up by the Government of India in consulta-
tion with the Ministry o'f Law. The delivery dates stipulated in the 
contract are extended, where considered necessary, with or without 
penalty. Indenting Officers' are always kept informed of such exten-
sions and in important cases they are consulted before granting an 
extension of delivery dates. Copies of all amendments to the con-
tract, whether affecting rate, delivery date or any other term there-
of are invariably endorsed to the Indenting Officer who is thus kept 
associated with every development concerning the contract. 

Progress against every demand is watched by the Purchase Orga-
nisations from the time indent is accepted right up to the time deli-
veries are completed. Indentors are kept informed at every stage 
by issue of Progress and Delay Reports and they are thus constl\1'ltly 
kept in the picture concerning the position of their demand and are 
at liberty to raise at all stages any point concerning delay or hold 
up. For effecting a closer liaison between the D.G.S. & D. and De-
fence Ministry in order to facilitate and expedite the procurement of 
Defence stores, a Defence Services Liaison CeU is attached to the 
organisation of the D.G.S. & D. 

3. The Purchase Organisations of this Ministry act only as agents 
in respect of purchase and inspection of the stores. As such, the au-
thorities on whose behalf they act are called upon to bear losses in 
cases in which : 

(a) they are not lawfully and equitably to be borne by the sup-
. pUer or carriers, or 

(b) they are not due to any unauthorised or negligent act on 
the part of the Purchase Organisa ti'>n. 

Cases falling under category (b) are dealt with on the general 
principles laid Clown for the. investigation and treatment of such 
cases by the Government of India. 

4. It will be seen from the above that the roles of the various 
authorities in the matter of procurement of stores are clearly under-
stood and no confusion exists as to the sphere of responsibility bet-
ween the Indentorsand the Purchase Organisations in re~ard to 
the acceptance of an indent and the arranging of supplies In satis-
faction of the demand. 

Budgeting under the 'Suspense Heads' 
R 16 ............. The Committee suggest that budgeting under the 

'~Suspense Heads' should be made with meticulous accuracy and they 
should not be treated as a 'cloak' to cover transactions which have 
not been properly budgeted for. It should be borne in mind that only 
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current ,and efficient items are placed in a suspense account. The Sus-
pense Balances shoUld be periodically reviewed more especially in 
the caSe of inter-railway transactions and a close liaison should be 
established between the Railways concerned. The cost of services 
rendered or supplies made should also be adjusted before the close 
of the financial year without resorting to the placing of the amounts 
in Suspense. The Committee desire that the Railway Board should 
issue general instructions to this effect to the various Railways con-
cerned. (See also P.A.C. Tenth Report 1953-54 Volume I. R. 14.) 

NOTE. See P. A. C. 1922-23 R 32 (Epitome Volume I). 

Expenditure on l.arge projects without detailed estimates 
R 17 (ii). The Committee noted the comments contained in para. 

19.of the Audit Report in regard to the marked tendency on the part 
of the Executive Departments to commenCe works without prepara-
tion of the detailed estimates in contravention of the Code rules or 
to postpone the preparation of estimates indefinitely and wish to 
observe that the matter requires serious notice. While they appre-
ciate the urgency that led to the execution of the two projects refer-
red to in the Audit Report, viz., the Assam Rail Link and the Locomo-
tive Manufacturing Works at Chittaranjan, they strongly urge that 
it should be emphasised on the Railway Administrations that no 
authority should, as a general rule, incur expenditure or undertake 
a scheme which may eventually involve expenditure from public 
funds until the detailed estimates in respect of the project have been 
sanctioned by the competent authority. The Committee view with 
great displeasure the tendency to make indiscriminate departures 
from the codal rules as such a course is fraught with grav~ conse-
quences. 

Copy of RaIlway Board's letter No. 51/W /150/1, dated 23rd May, 
1952 to all Indian RaIlways. 
SUBJECT : -Adherence to Code Rules in: connection with the Financial 

Control on large scale Projects 
The Public Accounts Committee have stressed that no authority 

should; as a general rUle, incur expenditure or undertake a scheme 
which may eventually involve expenditure from public funds until 
the detailed estimates in respe~t of the project have been sanctioned 
by the Competent Authority. In this connection, the Railway Board 
wi~h to draw your attention to their letter No 5l-W /150/1, dated 
the 28th July, 1951. A copy of the Board's conclusions has been sup-
plied to you under their letter No. 52/W /Ill/9. dated the 19th May, 
1952. 

The Board desire you to ensure that no expenditure is incurred 
on a work until the detailed estimnte thereof has been sanctioned 
by the Competent Authority, except on work of real emergency na-
ture, which should also be commenced only after getting a proper 
Urgency Certificate sanctioned by the Competent Authority. In the 
latter case, the preparation of detailed estimate should be undertaken 
and completed as expeditiously as possible. 
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Copy of Govenamea.' of IDdIa, Ministry of BaII",ays (BaD",.y 
Board) letter No. 51/W /158/1, dated. the 28th July, 1851. 
SUBJECT.-Adhel"ence to Code Rules in connection with the financial 

control on large scale pro'jects. 

• • • Railway Board would reiterate the imperative necessity oj 
strict adherence to the Code Rules and avoiding delay in the preparG-
tian of the detailed estimates for sanction, of the competent authority . 

... • ... • ... • • • • • • 
Copy of Govemment 01 India. Mintstry of RaHways (RIi.Ilway 

Board), New DelhI letter No. 5Z/W /ID/9, dated 19th May, 1952. 
• ... '" ... ... • • 

• 
... 

• ... 
... 
• 

... 
... 

• 
• 

• 
... 

... 
• 

... 
• 

... 
• 

... 
• 

(xv) The feasibHity of preparing detailed estimates for items of 
New Works before including in the Works Programme. 

The regular pre-war practice of preparing detailed estimates be-
fore including any new item in the Works Programme should now be 
followed by all Railways. This would be enforced in the 1954-55 Pro-
gramme by the Board. For the 1953-54 Works Programme nq.A' 
under preparation detailed estimates should be prepared for as many 
items as possible and for the remainder at least abstract estimates 
should be -ready, but no work should be commenced without prepa..,.. 
ing detailed estimates and having them sanctioned by the competent 
authority. . 

In future detailed estimntes should be prepared according to ad-
vance programmes and pjgeon-holed carefully until approved in a 
particular programme. The quantities should remain unchanged 
even after some years and price variations could be adjutted by a 
suitable multiplier. Each Railway must equip itself with a project 
section for this purpose and employ an adequate proportion of Engi-
neering staff that could be used for both indoor planning, designing 
and estimating as well as outdoor surveying and measuring and the 
pure draftsman, calculator, should be replaced to an adequ.ate extent 
bu the Surveyor--Inspector-Designer-Estimator type of staff who 
were very much more useful and cou.ld be interchangeable with field 
staff. This was a most important matter and should receive early at-
tention., The old practice of Pink Book approvals had now been dis-
continued but Railways shou.ld not hesitate to ask for sanctions for 
preliminary expenses, as separate from the actual project Estimates, 
for works which had to be planned and e8timated tor first. It was 
Bound practice to draw up advance Works Programmes 2 years be-
fOTt> due for discussion with the Board. To ensure that estimates 
were prepared in a proper and unhu.rried manmer such Prelimino."'Y 
E;x:pl!nses would of cpUTse have t9 be justified before acceptance in 
the same u:IO.y as a reconnaissance /furvey for a new line. 

Intimation oj revised rates of coal by the Coal Commissioner to 
the Ranway Administrations. 

R 17 (iii). Enra payment on the overloaded weiph-bridge coal.-
It is abundantly clear from. the comments contained 1D para. 20 of the 
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Audit Report that the role played by the Railway authorities in tl1is 
case has been unbusinesslike. The Committee are pained to remark 
that had the Railway Administration been mindful and kept vigi-
lance over the reduction of the rate ot coal by the Ministry of Indus--
try and Supply (now the Ministry of W.P. & S.) in April, 1949, the 
over-payment of Rs. 56,227 would have been avoided. The Commit-
tee suggest that in order to prevent recurrence of such instances in-
volving over-payme~ts, the Railway Board should evolve a proper 
procedure in consultation with the Ministry of W.P. & S. whereby 
the revision in the rate of coal is communicated immediately by the 
Coal Commissioner to the Railway Administration concerned before 
it is actually put into force. The Committee shall be glad to know, 
in due course, of the action taken in the matter. • 

The Public Accounts Committee for 1953-54 (Tenth Report 1953-54 
Vol. II page 48) were informed that the Ministry of Production had 
agreed to the simultaneous issue of the notification regarding the re-
vision of rates of overloaded weigh-bridge coal consequent em the re-
vision of prices of coal. 

Remission of outstanding demurrage and wharfage charges. 
R 17(iv). • • • The Committee deprecated the tendency of the 

Railways to grant remissions of wharfage and demurrage charges to 
the extent of 50 per cent. • • • The Committee are not satisfied with 
the manner in which the waiver of demurrage charges in the case of 
special sidings is being handled and desire that the Railway Board 
should examine the whole question minutely and submit to them a 
Report, in due course, of the decision arrived at in the matter. The 
Committee further desire that the question of the revision of the 
existing powers delegated to the various officers on the Railways to 
sanction write-off of demurrage and wharfage charges should also be 
examined to see that no abuse thereof is being made, resulting in a 
financial loss to the Railways (See also P.A.C. Tenth Report 1953-54 

. Volume I R 22). 
APPENDIX XIX TO THE PUBLIC ACCOUNTS COMMITI'EE'S 

TENTH REPORT 1953·54 VOLUME D 
MemoranduDl on remission of wharfage and demurrage charges 

II: ,~ ... • ... • • ... • ... • • ... ... 

4. Demurrage and wharfage charges should not be considered as 
a normal source of revenue. The extent of free time that is given 
and the quantum of charge when the free time is exceeded will na-
turally depend on the condition of traffic, but in all circumstances, the 
criterion will be not so much the revenue to be derived from demur-
rage and wharfage as how soon the railways can have the wagon 
and godown space released for other customers. 

5. In cases where the executive officers decide to waive a part of 
the demurrage and wharfage charges accrued, it should not be 
assumed that the customers are always to blame. In some cases, de-
livery cannot be effected owing to the delay in the arrival of the rail-
way receipts. Although the Railways are not responsible in such 
cases, they cannot brusquely dispose of a request for giving consi-
deration to this fact. There are several reasons why railways have 
to take a decision regarding waiver of. both demurrage and wharfage 
charges when they find that the result of their insisting on the col-
lection of full demurrage and wharfage charges would be that the 
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~nsignment might not· be taken delivery of and ultimately they 
might be faced with a heavy claim for compensation. From the prac-
tical point of view, it is always profitable in such cases for the Rail-
way to make some remission in the wharfage and demurrage charges 
if that will result in the consignment being delivered quickly. 

6. With regard to special sidings, the administration of demur-
rage rules is a somewhat difficult problem. It is axiomatic that for 
proper functioning of the special private sidings, there should be an 
even flow of traffic in and out of them. But unfortunately in a coun-
try of the size of India, where traffic moves to and from the sidinp 
sometimes over very long distances, it is not always possible for rail-
way administrations to ensure this. It is often the complaint of ,;id-
ing owners that their work is hampered by what is called bunching 
in of wagons followed by periods when there are not enough loaded 
wagons coming in. During the period of bunching in of wagons, the 
siding capacity is exceeded and the siding owners, with the best will 
in the world, cannot work beyond the capacity, while in the lean 
period the normal organisation set up by the siding people for handl-
ing their inward traffic has not enough work. I t is, therefore, the 
constant endeavour of the Railways to ensure an even flow of traffic 
to the sidings, but, as already stated, this cannot be always ensured. 
On occasions when bunching in does take place Railways have to make 
a concession, and demurrage accrued has to be waived, either in part 
or in full, according to the circumstances, on jOint examination by 
the Railway administration and the siding owners. 

7. In working private sidings, railways suffer from a further 
handicap in that loaded wagons are made over to siding owners be-
fore the railway charges are collected. This cannot be helped and 
is inherent in the working of private sidings. The result of this, 
however, is that occasions arise, though not very many, where the 
siding owners continue to receive loaded wagons, while the claims 
made by railways not only on account of demurrage but also on ac-
count of freight charges are not promptly met. In some extreme' 
cases railways have been obliged to stop supplying wagons for load-
ing, to bring the siding ov,mers to their senses, but in all such cases 
it has not been possible for the railways to hold out long enough as the 
State Governments, the Labour Commissioner and sometimes even 
other Ministries of Government of India intervene on grounds of stop-
page of production, temporary unemployment of labour, etc., and 
ultimately owing to such pressure they had to restore normal work-
ing. Nevertheless, even an occasional recourse to such drastic me-
thods has the effect of sobering the siding owners, as they have to 
move heaven and earth in having pressure brought to bear on rail-
ways for restoring wagon supphes. In spite of this occasional handi-
cap, the system of providing more and more of private sidings has 
been of benefit both to the trade and the railways. So far as the latter 
are concerned. they are saved the heavy expenditure of increasing 
their goods depot and yard capacities and at the same time the indus-
try is tied down almost permanently to the use of the rail route. 
which is an important safeguard against possible in-roads by compe~ 
titive road services. 

... '" '" '" 1ft '" ... '" '" '" '" '" '" '" 
9. Cases of the kind considered by the P.A.C. cannot entirely be 

. ruled out in the working of private sidings. It is not also possible to 
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devise a method which will prevent even an occasional recurrence of 
such cases in future. The criticism made by the P.A.C. has, however, 
been brought to the special notice of railways, asking them to scru-
tinise carefully and tighten up their existing checks and subervision, 
so that large sums of demurrage and wharfage are not aIfowed to 
accumulate and timely and regular action is taken to make the 
necessary recoveries from the siding owners to prevent as far as 
practicable the accumulation of large outstanding arrears. 

10. Regarding the question of revising the existing powers dele-
gated to various authorities on railways to sanction write-off of de-
murrage and wharfage charges in order to Ec'nsure that these powers 
are not abused by those authorities, instructions were issued in 1947 
to railways that in refunding wharfage and demurrage charges for 
amounts higher than Rs. 200, the Accounts Officer must invariably 
be associated. This would appear to be healthy check on the action 
of the executive. The Railways were, however. again asked in Au-
gust 1952 to scrutinise and tighten up the existing check on remis-
sion and refund of demurrage and wharfage charges and their views 
were called for whether the present procedure regarding delegation 
of power was working satisfactorily or whether a revision was con-
sidered necessary to ensure that there was no abuse of the delegated 
powers by the lower authorities. In reply almost all the Railways 
have stated that great care is exercised in the matter of waiver or 
refund of demurrage and wharfage charges and that the present pro-
cedure is working satisfactorily and no further revision is considered 
necessary. 

... '" ... '" ... ... ... '" ... ... 
Hiring oj a private building for Railway use 

. R 17(v). '" ... '" ......... The Committee were distressed to note that 
the expenditure to the tunc of Rs. 59,000 incurred by the Railway Ad-
ministration on rent and maintenance of watch and ward staff for 
guarding the buildings which remained vacant for 3 years is a sad 
commentary of state ownership and management of business by 
them. They should like to place on record their strong disapproba-
tion over the manner in which the Railway Administration had hand-
led this case which they characterise as a 'very bad case'. The Com-
mittee desire that a procedure should be evolved by the Railway 
Sourd for the guidance of the Railway Administrations whereby such 
instances of carelessness and remissness on the part of the Railway 
Administrations to utilize properly the leased buildings are eliminat-
ed. 

APPENDIX XU TO THE PUBLIC ACCOUNTS COMMITTEE'S 
FIFTH REPORT 1952-53, VOLUME I 

Copy of HaUway Board's letter No, 50-B-MS7, dated the 13th < 

June, 1952, to all IndJan Railways. 
RE : Hiring of private building for railway use 

....... of< '" ... The Board consider that requirements of the case like 
thiS. would be m~t i,f a list ?f all the leased buildings is compiled and 
subjected to perIodIcal reVIew both by the Administration and the 
Financial Adviser and Chief Accounts Officer.-

'" ... '" '" '" '" ... '" ... ... 



THIRD REPORT OF THE CENTRAL PUBLIC 
ACCOUNTS COMMITTEE 1952-53 rEXCHEQUER 
CONTROL OVER PUBLIC EXPENDITURE] 

Separation of Accounts from Audit 

Para. 5 (Introduction) on page (iii). While dealing with this 
question of Exchequer Control, the Committee would also like 
to refer to the existing arrangement in certain places where the offices 
of the Indian Audit Department have been saddled with the respon-
sibilities of conducting pre-audit and actually making payments. The 
function of payment of monies, and maintenance of initial accounts 
is that of the Executive authorities, and it is well-known and univer-
sally accepted that the agency which has to audit payments should 
be separate from and independent of the agency which has to make 
disbursements, as a combination of these functions is likely to facili-
tate frauds and embezzlements and prevent their coming to light. 
This places the Comptroller and Auditor-General in a most embar-
rassing and anomalous position. It is fundamentally wrong in prin-
ciple, therefore, to make the Indian Audit Department responsible for 
making payments. The Comptroller and Auditor-General has inform-
ed the Committee that he as well as his predecessors have been pro-
testing to Government from time to time against the impropriety of 
h's Dep3rtment being made responsible for pre-audit and treasury 
payment work and pressed for its being relieved of pre-audit and pay-
ment work. This work is constitutionally entirely outside the duties 
of his Department. But unfortunately the various Governments have 
not realized this impropriety nor the risks involved in the arrange-
ment and, therefore, have not implemented the proposal of the Comp,: 
troller and Auditor-General, except in the recent instance of the es-
tablishment of the New Delhi Treasury during this mOhth·. The Com-
mittee endorse the views of the Comptroller and Auditor-General that 
his department should be relieved of this work with the least possible 
delay, ana recommend that urgent steps should be taken to that 
end by the Governments concerned. In this connection the Commit-
tee would like to draw attention to para. 39 of the First Report of 
the Public Accounts Committee, 1951-52. (See also Si:rteenth Report 
1955-56 R 63.) 

R 2. The sub-Committee are convinced that there are no insuper-
able obstacles in the way of the introduction of a satisfactory system 
of Exchequer Control with a view to ensuring that the Grants voted 
and Appropriations made by Parliament are not exceeded. The re'form 
is urgently needed, apart from the necessity of obedience to the Con-
stitution, in view of the expansion of the activities of Government 
which have resulted in enormous increase of expenditure not only on 
the normal administration of the country but also on account of State 
Trading Schemes, Community Projects, the Rehabilitation Schemes, 
and th~ Multipurpose River Valley Schemes and various other sche-
mes included in the Five Year Plan. The Five Year Plan itself in-
volves a further enormous commitment. The ensuing years will, 
therefore, progressively go beyond the already very high level of 
Governmental expenditure during the last decade. In these circum-
stances, strict economy in and control over expenditure is essential. 



J31 

For this purpose, Parliament, which is the sole authority under the 
Constitution empowered to sanction funds to the Executive Govern-
ment for all this expenditure, should ensure that an adequate machi-
nery exists to see that no money is spent out of the Consolidated Fund 
by the Executive Government beyond the appropriation provided by 
law by the Parliament. The present arrangements under whi<:h the 
spending authorities are not responsible for the maintenance of a 
complete and up~to-date account relating to the transactions for 
which they are responsible and the duty of compiling and maintaining 
the complete accounts rests upon an, outside authority, namely, In-
dian Audit Department, is wholly inconsistent with the various res-
ponsibilities of the spending departments, namely, effective control 
over their financial transactions and the discharge of their responsibi-
lities to Parliament r to keep within the budget grants and appropria-
tions. Indeed the existing arrangements blur the responsibilities and 
are highly defective. The sub-Committee wholly agree with the 
Comptroller and Auditor-General that it is imeroper that he should 
be saddled with the responsibilities of complling accounts of the 
Union and the State Governments and also of auditin~ the same. 
Such a system does not exist in any of the great democracIes or in the 
Commonwealth Countries. The Comptroller and Auditor-General has 
informed the sub-Committee that the Conference of Commonwealth 
Auditors-General held in the U. K. in October 1951 came to the 
unanimous conclusion that an Auditor-General should not make pay· 
ments or keep Accounts. The separation of Audit from Accounts and 
the organisation of the necessary accounting machinery under the 
administrative departments with a view to removing -these serious 
defects and the enforcements of effective Exchequer Control to which 
the Comptroller and Auditor-General attaches great importance has 
the strongest support of the sub-Committee. The sub-Committee 
accord4ngly, recommend that for this purpose separate Accounts 
Offices for the various Ministries and the major spending departments 
proposed by the Comptroller and Auditor-General should be set up 
as soon as possible. These Offices will also make payments. This 
involves automatically the separation of Audit from Accounts, which 
the Government of India had begun to introduce in 1924, and which 
was unfortunately abandoned in 1931 in spite of the strong views ex-
pressed by the Simon Commission "in its Report. In implementing 
this recommendation, the sub-committee feel that false considerations 
of economy should not be aHowed to stand in the way. 

R 3. The sub-Committee have understood from the Comptroller 
and Auditor-General that it would be possible to effect the reforms 
without much delay for the following reasons :-

(1) A scheme had already been in operation in two States and 
150me of the Central Departments before 1931 but was unfortunately 
abandoned. 

(2) The Comptroller and Auditor-General hopes that it should be 
possible to provide a considerable part of the organisation required 
by the Union and State Governments from his own present organisa-
tion, retaining for himself a comparatively small portion for purposes 
'Of audit functton~. This is precisely what was done during 1925 to 
1931. Some addItional cost will doubtless become necessary but this 
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is obviously inevitable. . The resulting impI'Q'Vements in financial and 
audit control will, in the opinion of the sub-Committee and the Camp" 
troller and Auditor-General, more than compensate for the extra 
cost. 

(3) Maintenance of Accounts of the State is not a Union subject 
lind, therefore, it is not the function of the Union Government or the 
Comptroller and Auditor-General. Under Entry No. 76 of List I of 
th~ Seventh Schedule to the Constitution, only Audit of the Accounts 
of the Union and States is a Union subject. The acceptance of res· 
ponsibilities for the maintenance of State Accounts by the States 
themselves is constitutionally right and proper. The States should be 
made to accept this responsibility although it may involve in the 
bf'ginning some additional expenditure. It should be even worth· 
while to compensate them though for a limited period of time, i1 
necessary. The sub-Committee strongly recommend that immediate 
preparatory steps be taken in consultation with the Comptroller and 
Auditor-General to implement their recommendations, both at th~ 
Cpntre and the States. the pace being limited strictly by the time reo 
(~Uil:ed to bring about the necessary changes of organisation. 

APPENDIX I TO THE PUBLIC ACCOUNTS COMM1T1'EE'S mIRD 
REPORT 1952-53 . 

Statement made by the Comptroller and Auditor-General of India 
at the meeting of the sub-Committee on the 'Exchequer Control 
over Publle ExpendIture' held on the 13th December, 1952. 
In every well-governed country the Government, whether demo.. 

cratic or not, and particularly the Treasury regard the limitation of 
expenditure to the Budget and the efficient realisation of Government 
revenues as extremely important matters for maintaining the solvency 
and credit of the State. Under a Parliamentary system of Govern-
ment. which has been evolved as a result of centuries of t!onftict bet-
ween Kings and their subjects, the supreme right of Parliament, as 
the elected representative of the people, to determine the sums to 
be voted for expenditure and to tax themselves has been finally esta-
blished. The limiting of expenditure to the amounts voted by the 
Legislature, obtaining a supplementary vote as soon as an excess over 
a Grant is anticipated, and the imposition of an effective check against 
excess over grants being incurred, are, therefore, matters of para-
mount importance. In India, the provisions of the Constitution name-
ly, Articles 114 (3) and 266 (3) have made it unconstitutional for the 
Executive Government to incur expenditure in excess of the Appro-
priations made by law of the Parliament through the relevant Appro-
priation Acts. But before these provisions could be made fully 
operative, certain changes in the existing payment and accounting 
systems will become necessary. 

2. The existing system is as follows :-
Treasuries.-There are some 300 treasuries in the country, one in 

each district which is the main administrative unit in the country. 
These treasuries are the units of the fiscal system of the country and 
the points at which public accounts start. Each treasury has under it 

. one or more sub-treasuries, one in each sub-division of the district. 
Receipts and disbursements of moneys take place daily in the treasu-
ries and sub-treasuries in respect of transactions connected with both 



THIRD REPORT r 9~"53 IS3 

the Union Government "8ftd Cibe Government of the State in which the 
treasuries and sub-treasuries are situated and the initial accounts 
connected therewith, are maintained separately for the Union and 
State Governments. The sub-treasuries render daily accounts to the 
treasuries, where they are classified and listed, and then forwarded, 
along with the accounts of the head Treasury, to the Accountant 
General of the State twice a month, together witb the supporting 
vouchers'. These treasuries also make payments sometimes on behalf 
of other State Governments and foreign Governments with whom 
India has Exchange Accounts. This organisation of the treasury work 
is a feature of the Indian Administrative system and'is very different 
from that of the United Kingdom where the public payments are all 
made through the Bank of England in London and there are no out-
lying State treasuries. The reason for this is partly the vastness of 
this country, but mainly the fact that at the time the administrative 
system was i.ntroduced, banking facilities were very poor. Gradually, 
Government entered into agreements with the Imperial Bank for 
treasury work in some places. With the establishment of the Reserve 
Bank of India, a great part of the Treasury balances is now deposited 
with the Reserve Bank of India who utilise the Imperial Bank exten-
sively as their agents. This has now made it possible to introduce 
money reforms as in the U.K. in the matter of payment of money 
and accounting. 

3. Accounting.-The Accounts received from the various treasu-
ries and other departmental officers are compiled and, consolidated by 
the Accountants General on a monthly and annual basis. In respect 
of the payments and receipts arising at the treasuries situated in one 
State on behalf of another State or Government of India, adjustments 
have to be made in the Accounts between the Governments concern-
ed before an up-to-date Account can be got ready. Similar adjust-
ments become necessary also between two Departments of the same 
Government, specially when one of these is a Commercial Depart-
ment. Considerable time is required for effecting these necessary 
adjustments and arriving at a precise account at any point of time 
of the financial transactions booked against different Grants and 
Appropriations. There are, it is true, separate financial rules and or-
ders making disbursing and controlling officeIS responsible for watch-
ing the progress of expenditure, and the controlllng authorities res-
ponsible for taking timely action for obtaining supplementary grants 
and appropriations or to surrender savings. These authorities are 
expected to maintain certain departmental accounts for the purpose 
and reconcile them with those of the Accounts Officers. The initial 
responsibility for control of expenditure rests on the various depart-
mental controlling authorities at whose disposal the Grants and 
Appropriations are placed. This improvised method had never work-
ed very satisfactorily and it completely broke down during and after 
the War. 

4. The Constituent Assembly became alive to the serious dangers 
involved in the Executive Govemment being able to spend in ex-
cess of the Grants and Appropriations, and, therefore, provided in the 
Constitution the legal restrictions contained in Article 114 (3) and 
266 (3) of the Constitution whereby no money shall be withdrawn from 
the Consolidated Fund of India or any State except under Appropria-
tions made by law and except in accordance with law and for the 
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purposes and in the maMer provided in the Constitution. Suitable 
chan .. in the administrati'\re machinery are, however, necessary, be~ 
fore these provildons can be rigidly enforced in practice. 

5. At this stage, a brief explanation of the British system of 
Exchequer Control will, perhaps, be useful. Up to the stage of voting 
of Grants and passing of the Appropriation Acts, the procedure in the 
U.K. is the same as that in India. Indeed, the provisions in our Con-
stitution relating to Appropriation Acts etc., are broadly modelled on 
the U.K. system: 

6. The control of expenditure starts in the U. K. soon after the 
Appropriation Act is passed by the Parliament. To understand how 
this control is exercised. it is necessary briefly to describe the Gov-
ernment banking and payment systems in the U. K. Unlike India, in 
the U. K., there is only one sourCe of issue of public moneys namely, 
the Bank of England, London, and all payments are concentrated 
there. Departmental Officers of Government with headquarters out-
side London are given adequate imprests which are recouped from 
time to time against bills submitted by them to the Ministries to 
which they are attached. , 

Each Ministry has got its own Accounting Officer. This Account· 
ing Officer passes all bills payable by the Ministry. and issues "paya-
ble orders" on the Paymaster-General. The Paymaster-General was 
originally a high officer of the State but now operates almost entire-
ly through the Assistant Paymaster-General, a permanent Civil Ser-
vant. The Accounting Officer maintains suitable registers to watch 
that the "payable orders" issued by him against any Vote does not 
result in an excess over that Vote. The primary responsibility for 
not exceeding the Vote is that of the Accounting Officer. 

7. The Government of the U.K. keeps its cash at the Bank of 
England and the general control is exercised by the Treasury and 
by the Comptroller. and Audltor-General. Expenditure in detail is a 
matter for individual Departments. Nevertheless, with certain ex-
ceptions there is no direct connection between individual Depart-
ments and the Bank of Engla!ld. Between them stands the Paymaster. 
General. 

The Paymaster-General, who banks with the Bank of England. 
does not keep separate balances there for each Vote. but one balance, 
from which all Departmental demands presented to him through 
"payable orders" vide para. 6 are paid. After payment. he sends a 
periodical statement of orders paid to the respective Accounting 
Officers issuing them and receives acknowledgements from the latter. 
As regards Voted moneys, it is to the credit of the Paymaster-General, 
and it is on his application that issues are made from the Exchequer 
Account i.e .• the Account of the U. K. Government with the Bank of 
England. Similarly, all moneys received by Departments are paid 
over to the Paymaster-General. 

8. Before the Paymaster-General can encash the 'payable orders' 
issued by the Accounting Officers of the Ministries, however, he 
should have the neeessary funds in his account with the Bank. These 
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are arranged in the manner explained below after the Appropriation 
Act is passed :-

(i) A Royal Order under the Sign Manual authorises the Trea-
sury with the concurrence of the Comptroller and Auditor-
General to issue from the Exchequer the amounts authorised 
by the Appropriation Act; 

(ii) The Treasury, from time to time, requires the Comptroller 
and Auditor-General to ~rant "Credits on the account of 
His Majesty's Exchequer' for amounts within these limits 
(without specifying for what particular supply services the 
money is required); 

(iii) The Comptroller and Auditor-General writes to the Bank of 
England and "grants a credit to the Treasury on the ac-
count of His Majesty's Exchequer ......... to the amount of 
£ "; 

(iv) The Treasury requests the Bank to transfer sums (being 
within the amount of the credit granted by the Comptroller 
and Auditor-General) "from the Exchequer to the Supply 
Account of His Majesty's Paymaster-General in the books of 
the Bank, specifying the services in respect of which the 
issues are to be made"; and 

(v) The Bank executes the Treasury order and transmits it to 
the Comptroller and Auditor-General in support of the 
(daily) account of the Exchequer. These daily accounts re-
ceived from the Bank of England and the various Treasury 
orders referred to above enable the Comptroller and Audi-
tor-General to watch the progress of expenditure against the 
different Votes of the Parliament. 

These credits authorised by the Comptroller and Auditor-Gene-
ral and the Treasury Orders in favour of the various Departments 
issued by the Treasury are required at frequent intervals throughout 
the year. It is important to repeat at this stage that the Treasury 
does not require th.e Comptroller and Auditor-General to write to the 
Bank of England to issue in favour of the Treasury the entire sum 
voted by the Parliament f9r the whole financial year. 

9. This system in the U.K. thus ensures a direct control over with-
drawals from the Consolidated Fund. The only excesses over a Vote 
which can take place under it will be as a result of issue of 'payable 
orders' by an Accounting Officer in excess of the balance in a Vote, 
due to mistakes in accounting in his Office. Such cases are, however. 
very rare and viewed by the Public Accounts Committee and the 
Parliament as grave lapses. 

10. Ifa satisfactory system of Exchequer Control is to be intra· 
duced in India, I consider that we will have to resort, as the first step, 
to the system of having separate Accounts Officers for each of the Mi-
nistries and major spending departments as in the United Kingdom, 
with whom all payments will be centralised in respect of such Minis-
try or Department. A corollary to this will be that the State Gov-
ernments will have to take over the maintenance of the Accounts 
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which under the transftional provisions of the Constitution, is atpr~ 
sent, the responsibility of the .Comptroller and Auditor-General. The 
present position of making the same agency responsible for the main-
tenance of Accounts and also the Audit of the Accounts compiled by 
itself is noi only anomalous, but highly improper and defectlvt\ Un-
der the Constitution, Accounts is not a Umon subject, arid is, there-
fore, not the responsibility of the Union or Comptroller and Auditor-
General. Indeed this constitutional objection was also brought to 
notice by the Inchcape Committee on Retrenchment-1922-23 which 
stated as below :-

"In view of the constitutional difficulties arising under the Re-
forms Scheme from the fact that a Provincial Government 
can require the audit and accounts department to maintain 
an account for which the Central Government pay, it is de-
sirable to reop,en the question of the separation of the audit 
and accounts.' 

The impro:2riety of the existing arrangement was also recognised 
by the Simon Commission which gave a clear analysis of the defects 
in the existing arrangement and stated as below :-

"A peculiar feature of the Indian financial system imposes on 
him (the Auditor-General) a third function. The compila-
tion of accounts and their audit are, except in provincElS in 
which the Secretary of State in Council has declared other-
wise, entrusted to the sa~ agency, the Indian Audit Depart-
ment. The Auditor-Gener.ali is, therefore, responsible not only 
for audit, but also for the 'preparation of the accounts he au-
dits. He is in fact, the officer who is statutorily responsible 
for the compilation of the accounts which the Secretary of 
State is required to lay before both Houses of Parliament 
every year. The explanation of this anomalous combination 
of duties (a relic of the highly centralised systeJtl of adminis-
tration which obtained in India before 1920) lies in the transi-
tional nature of India's constitutional and administrative ar-
rangements. Audit and accounts have already been separat-
ed in several departments of the Government of India and 
in the United Provinces, and the extension of this financial 
form to other provinces, which was strongly recommended 
by the Muddiman Committee of 1924; has been hindered only 
by consideration of the cost involved." 

The Simon Commission also realised that the existing arrange-
ment of the State Governments not maintaining their own accounts 
prevented their developing adequate sense of financial responsibility. 
The Commission remarked as follows :-

". • '" III. the provincialising of accounts should have the 
effect of strengthening the sense of financial responsibilitv 
and is in keeping witn the tendency towards greater fiscal 
autonomy. This change has, hitherto, been deferred for rea-
sons of economy for it would admittedly involve some addi-
tional expenditure which would fall on the provinces. The 
present situation, however, requires reconsideration, for 
the accounts of the provinces will increase and become more 
complicated as their functions develop. It is not reasonable 
that they should be in a position to place this indefinitE" and 
growing expense on tb.e Central GoVernment." 
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These remarks have gained greater force in the present condi. 
tions with the vastly increasing activities and expenditure of the 
State Governments which, along w~th the Centre, are undertaking 
menta are reluctant to undertake the maintenance of accounts on 
ments are reluctant to undertake the maintenance of accounts on 
considerations of cost, it would, in my opinion, be even worthwhile 
to give them some financial aid, if necessary, for a limited period. 

11. The reference to the separation of Accounts from Audit in 
the concluding portion of the first quotation given above from the 
Simon Commission Report, relates to the experiments begun by the 
Government of India in 1924 for the separation of Accounts from 
Audit in the U.P., N.W.F.P. and the Railways and certain other De-
partments of the Central Government. The experiment was not new. 
since the Accounts have been separate from Audit in respect of De. 
fence expenditure for a long time before 1924. Apart from its remedy· 
ing the impropriety of makin$' the same agency responsible for the 
maintenance of accounts complled by itself, one of the objects aimed 
at i.n this separation was the exercise of stricter control over expendi-
ture. so that the spending departments would not be allowed to exceed 
the Grants and Appropriations 'placed at their disposal. This was 
achieved by the creation of separate Accouhting Offices accounting 
with one or a few major spending departments, and all payments 
made on behalf of these departments had to be authorised by the 
Accounting Officers attached to them. Under this system all payments 
were centralised with the various Accounting Officers, and the latter 
issued cheques payable all over India. This diminished to a large 
extent Exchange Accounts and ma~e the watching of the progress 
of expenditure against a Grant easier. 

12. During the year 1930-31 in the wake of the depression that 
had spread over all countries, Government of India decided to give 
up this experiment in U.P. and other places and restore the system 
of combined Audit and Accounts. The consi.derations which influ-
enced this decision were supposedly financial, since this retrograde 
step was expected to yield a saving of about Rs. 31 lakhs ·per annum 
in the U.P. The Secretary of State in sanctioning the abandonment 
of the experiment wanted it to be made clear in any announcement 
the Government of India may make that this was dictated by eco-
nomy and did not indicate Government's disapproval of the principle 
of separation. The system of separated Accounts for Defenc-e and 
Railways has, however, continued. 

13. The present arrangements under which the spending autho-
rities are not responsible for the maintenance of a complete and up-tO" 
date account relating to the transactions for which they are respon-
sible and the duty of compiling and m,aintaining the complete ac-
counts rests upon an outside authority, namely, Indian Audit Depart-
ment, is wholly inconsistent with the various responsibilities of the 
spending departments, namely, effective control over their financial 
transactions and the discharge of their responsibilities to Parliament 
to keep within the budget grants and appropriations. Indeed exist· 
ing arrangements blur the responsibilities and are highly defective. 
Such a system does not exist in any of the great democracies or 
in the Commonwealth countries. The separation of Audit from Ac-
counts and the organisation of the necessary accounting machinery 



138 THIIlD REPORT J 952-53 

under the administrative departments with a view to removing these 
serious defects and the enforcement of effective Exch~uer control 
are essential and overdue, and I, as Comptroller and AudItor-General 
attach the gr~ate8t importance to these reforms being carried out 
after the minimum interval required to introduce the necessary or-
ganisational changes. I consider that it would be possible to effect 
these reforms without much delay for the following reasons-

(1) As already stated above, a scheme had been in operation in 
two of the States and some of the Central Government 
Departments before 1931 but was unfortunately abandoned. 

(ii) I hope to be able to provide a considerable part of the Ac-
counts Organisation required by the Union and State Gov· 
ernments from my present Organisation retaining for 
myself a comparatively small portion for purposes of Audit 
functions. This will result in some additional cost, but the 
resulting improvement in financial and audit control will 
more than compensate for the extra cost. 

• • * • • • • • • • • • • 
The Ministry of Ftnance (E.A.) (Fifteenth Report 1954-55, Vol. J, 

page 199) have stnte(i G$.pelotV:-
The separation of accounts from Audit has been accepted in 

prinCiple, but considering the administrative and other difficulties, 
this reform will have to be phased over a period in consultation with. 
the States and the Comptroller and Auditor-General. A beginning 
has been made with the accounts of the Postal Life Insurance Scheme 
and as a stage in the process Government are also relieving the Comp-
troller and A uditJor-General Of the payments work done by him. 

NOTB.-S,e P. A. C. '923-24, R 2:1, '924-2[ •. R 23-2.1. 19'.1;'-:26, R :21 f:pitomr.: 
Volume J and '947-4!l (Post-partition) R 11 of this Volume. 

Grants made to State Governments 
R ~. • • '" • • Governments (both Central and th; State) are 

increasingly adopting at present the functions of a Welfare State. In 
order to implement the various schemes undertaken by them, the 
Central Government is making large annual grants to the States. 
There will be considerable augmentation of these under the Five 
Year plan. • • '" '" • It is· '" important to emphasise that 
the Central Government, while making the Grants to the States. 
should .clearly specify the conditions under and the purposes for 
which these grants should be utilized so that there is no risk of these 
funds being diverted to unintended purposes, ..... 

NOTII.-&e P. A. C. 1944-4:;. P86 (Epitome Volume I) and Fint Report 1951-52 R 21 
of this Volume. 

Working and Audit of Private Limited Companies 
R 5. The sub-Committee share the anxiety expressed by the-

Comptroller and Auditor-General in regard to the new practice of 
Government forming Private Limited Companies for the management 
of Government industrial undertakings. The Public Aecounts Commit. 
tee have already had occasions to refer to this matter in their Report: 
to the Provisional Parliament vide paragraph 8 of the Report for 
1950·51 and paragraph 24 of the First Report for 1951-52. The sub--
Committee doubt the constitutional propriety of Government con-
verting State industrial undertakings into Private Limited Campa. 
nies, of which the President and one or more Officers become the 
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shareholders. Such a course not only detracts from parliamentary 
. control, but also affects the audit control of the Comptroller and 
Auditor-General which the sub~ommittee regard as essential on be-
half of Parliament. The Comptroller and Auditor-General should 
have the unquestioned right to audit the expenditure of these con-
cerns, by whatever name they may be called, because they are financ-
ed from the Consolidated Fund. While recognising that the manage-
ment of industrial and business concerns differs from normal day to 
day activities of Administration, and that special organisation and 
delegation of. authority more 10 accordance with the speedier busi-
ness practices may be necessary. it is also the considered opinion of 
the sub-Committee that Government should have the backing of suit-
able Parliamentary enactments for the setting up of Corporations. 

APPENDIX I TO THE PUBLIC ACCOUNTS COMMITl'EE'S THIRD 
REPORT 1952·53 

Statement made by the Comptroller and. AucUtor-General of IDdia 
at the meeting of the sub-Committee on the 'Exchequer Control 
over Public Expenditure' held on the 13th December, 1952 • 

... • ... ... ... ... ... • ... ... ... ... 
14. In considering the setting up of a suitable machinery for Ex-

chequer control, it will not be irrelevant to mention certain recent 
developments which have the effect of whittling away Parliamentary 
control over public monies. I refer to the formation of Private Com. 
panies under the Indian Companies Act for management of Govern-
mental Industrial Undertakings financed from the Consolidated Fund. 
These 'Private Ltd.,' Companies are, in my opinion, a fraud on the 
Companies Act and also on the Constitution, because money cannot 
be taken away from the Consolidated Fund for the establishment 
and transformation of certain concerns into Private Companies in the 
name of the President and Secretary to Government. Under the Com-
panies Act, a Company can be formed by a group of persons. The 
President or the Secretary to Government is not a person. These 
officers do not have any personal financial interest in the Company 
and their joining together cannot constitute a Company in the correct 
sense of the term. Further. to convert a Government concern into a 
Private Company solely by executive action is unconstitutional. 
While recognising that the management of industrial and business 
concerns differs from normal day to day activities of administration 
and that special organisation and delegation of authority more in ac-
cordance with the speedier business practices may be necessary, the 
Government should have the backing of suitable Parliamentary en· 
actment for the setting up of Corporations. 

There is another important point involved in this procedure of 
creating a Private Company under the Indian Companies Act, Pri-
vate Companies are to be audited by Auditors nominated by the Board 
of Directors. The Comptroller and Auditor-General will not, there-
fore, have any automatlc righ~ to audit such a Company. It is likely 
to be argued that his audit control is thus ousted. It is true that the 
Company may request him to be the Auditor if necessary by incorpo-
rating suitable provisions in its Articles of Association, but this would 
be neither proper nor binding as the Comptroller and Auditor-Gene· 
ral's duties and functions are prescribed by Parliament, and cannot 
10-5 Compt. A. 0.158 
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be regulated by the Articles of Association of a Company. Further-
more, even if he undertakes audit on a 'consent' basis, on payment 
of fees, he can only submit his Audit Report to the Company, and 
not to Parliament through the President. Parliament cannot watch 
through the Public Accounts Committee the regularity of the opera-
tions and the financial results of any such Company. These observa-
tions al~o apply to concerns in the form of Private Companies in 
which Government take substantial share capital or guarantee 
against losses. 

I regard the entire procedure adopted in these cases as unconstitu-
tional and invalid, and hold that I have a right to exercise audit on 
the accounts of the Company on the basis that by an improper diver-
sion of funds they should not escape my audit scrutiny. I may men· 
tion that the creation of such Companies through executive action is 
expressly prohibited in the U.S.A., and the Congress has specifically 
to legislate in the matter. 

* 

MINISTRY OF PRODUCTION 
ANNEXURE-I-D 

Opinion Of the Attorney General 
* * * 

4. The position is somewhat different in regard to entries 54 and 
56 of List 1. The difference arises by reason of the phraseology used 
in entries 54 and 56. These entries empower Parliament to declare 
the extent to which the regulation and development therein referred 
to under the control of the Union to be expedient in the public in-
terest. Once Parliament has declared by law the extent to which 
such regulation and development under the control of. the Union to 
be expedient in the Public interest tne legislative as well as the exe-
cutive power of the Union will be exercisable in respect to such regu-
lation and development only to the extent declared by law by Parlia-
ment to be expedient in the public interest. 

5. Under entries 7 and 52 once the necessary declaration is made 
the industries as a whole and in all their aspects become subject to 
the legislative and executve power of the Union. Under entries 
54 and 56 the regulation and development of mines, inter-State rivers 
and river valleys become subject to the legislative and executive po-
wer of the Union only to the extent to which Parliament has by law 
declared such regulation and development to be expedient in the 
public interest. 

6. Parliament has by section 2 of Act LXV of 1951 declared that 
it is expedient in the public interest that the Union should take un-
der its control the industries specified in the First Schedule to the 
Act. Among the industries specified are "heavy chemicals including 
fertilizers", item 15 in the Schedule. This declaration having been 
made the legislative power of the Union extends to making all legis-
lation whatsoever with respect to the industries mentioned in the 
First Schedule to the Act; and the executive power of the Union with 
respect to these industries is co-extensive with the legislative power 

. of the Union in relation to these industries. 
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7. No doUbt Par1iame~ has ,by the .BUDS Act created various 
bGdies for the regulation and development ,of the scheduled iJ!.du&. 
meso But the fact that they have so legislated has not the effect 
of cutting down or limiting the executive power of the Union with 
respect td these industries save in so far as the legislation made by 
Parliament expressly or by necessary implication limits it. There 
,would appear to be nothing in the Act which, for example, either 
0)' .enactment or necessary implication prevents the executive of the 
UlI40n from subscribing and holding shares in ,the private limited 
OCNl'lPMlyor managing anti emltrolling that cO.mpUly. 

8. Article 266 (3) provides that moneys out of the Consolidated 
Fund of India shall be appropria.t~ in accordance with law and for 
tfte purpose and in the manner provided in theCoftStitution. If the 
neeessa'ry appropriation of the moneys needed for the shares of the 
private limlted company has been made in accordance with article no (1) the disbursement of these I't\oneys will be in ~liance with 
the provisions of sub-clause (3) <If article 266 and, therefore, constitu-
tional. 

9. I hav:e ,dealt ,only with the point raised in paragraph (3) of 
the Memorandum of the Comptroller arlGl Auditor..General of India 
as that alone has relevance to thequestioD raised in the statement 
:of the case. I do not deal with the point as to the whittling aw.ay of 
Parliamentary control over pubjic moneys which has been raised 
in paragraph (4) of the Memorandum. 

APPENDIX XXXI TO 'DIE PUBLIC ACCOUNTSOOMMI'ITEE'S 
n'TEEN'TH REPOR'I' ltM-55. VOLUME D 

MINISTRY OF PBDDUCTION 

(i) * * * • • 
(ii) FORMATWNOF PRIVATE LIMITED CoMPAND:S P'OR THE MANAGEMEII.'T 

OF STATE U'NHR1'MtINGS 

Note steWing action talc" by 1ihe MinistJoy 01 Finance u.nder recom-
mendations 'mAd.e by the .Publtc Accou.ntB Committee in pa.nI 5 
of their Third Report on the exchequer control over pubUc 
expenditure with a Bpecial reierfmCe to the opinion recQ'I'ded bll 
the Attorney"Genenll on the l~galitJl of the formation of su.ch 
companies. 

'The Public Accounts Committee in para <5 .~ their Third Report 
on the exchequer control over public expenditure made the follow .. 
ing recommendations :-

"Corporations for the management of Government Industrial un-
dertakings should be set up under the authority of Acts pas-
sed by Parliament". 

2. The Comptroller and Auditor-General of India expressed doubt 
about the propriety of ~he Union Government spending money out 
of the Consolidated Fund of India on an industry until Parliament 
by law declared the control of such an industry by the Union Gov. 
e!'nment to be expet!ient in f!he public interest-vide item 52 of 



List I of Seventh Schedule of the Constitution. The Comptroller and 
Auditor-General raised the second major point, namely that he deri-
ves his authority from Art. 149 of the Constitution and he would be 
prepared to. accept the responsibility for auditing the accounts of 
companies of this type if specifically asked to do so by Parliament 
but not otherwise. A Statement of the Case was first placed before 
the Attorney-General in June 1951. The two constitutional issues 
raised in the statement for opinion were (1) can the Central Govem-
ment establish or run an industry such as the Sindri fertilizer project 
or spend money out of the Consolidated Fund of India on such i~­
dustry unless and until Parliament by law has declared the control 
of such industry by the Union Government to be expedient in the 
public interest (item 52, List I of Seventh Schedule)? and (2) can the 
Comptroller and Auditor-General who derives his authority from Art. 
1:49 of the Constitution accept responsibility for the audit of indus-
trial and commercial undertakings unless specifically required to do 
so by Parliament? On this, the opinion of the Attorney-General dat-
ed 4th July, 1951 was as follows: In regard to the first issue. the 
reply was in the negative in tI"e absence of a declaration by Parlia-
ment by law, and this could not be overcome by a resolution of 
Parliament which has not the efficacy of law. On the second point 
also, the answer was in the negative namely that the requisite sta-
tutory powers for the audit by Comptroller & Auditor-General could 
not be conferred simply by the articles of association of a litnited 
~m~~ • 

3. In the meantime in October 1951, the Industries (Develop-
ment and Regulation) Act, 1951 (Act LXV of 1951) had been enacted. 
In a meeting with him, the Comptroller and Auditor General still 
held the view that this Act did not confer on Government absolute 
powers in respect of fertilizers and other industries mentioned in 
the 1st schedule and the function of the Centre operating through 
Development Councils were limited-vide section6(4~ of the Act. 
On the second issue, the Comptroller and Auditor-General also ex-
pressed the view that the Company may request him to be auditor, if 
necessary, by incorporating suitable provisions in the Articles of 
Association; but this would· be neither proper nor binding as his 
duties and functions are prescribed by Parliament. 

4. A Statement of the Case was again presented to the Attorney-
General on the 16th January 1952 where it was asked "Whether the 
declaration contained in section 2 of the Act cited is sufficient from 
the constitutional point of view t.o give the Central Government ne-
cessary executive power to hold shares in and to manage and control 
Sindri Fertilizers & Chemicals Ltd.. or whether further and more 
specific legislation is necessary for the purpose". On this, the 
opinion of the Attorney-General furnished on 16th February 1952 
was final and affirmative, namely that further and more specific legis-
lation is not necessary for the purposes mentioned. 

5. While the Comptroller and Auditor-General had pointed out 
that additional functions could not be imposed on him through the 
Articles of Association of Companies he expressed the definite view 
that, in any case. his audit jurisdiction could not be ousted from 
Central Government undertakin~s and· he would continue to exercise 
his riSht tp audit the accounts of such undertak~ In consultation 
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with the Comptroller and Auditor-General, a suitable provision has 
been made in the Articles of Association of each company provid-
ing:for the right of the Comptroller and Auditor-General to .audit 
the· accounts of such undertakings in addition to the audit require;.. 
.ments of the Company Law. 

6. In view of the position that had been sustained in regard to 
Sindri, other undertakings under the Ministry of Production with the 
company form of working had been started. In each of these cases 
there is a provision in the Articles of Association for audit by the 
Comptroller and Auditor-General and this was made in consultation 
with him and he has been arranging for audit on this basis although 
rpserving his inherent right to have this regulated by legislation. 
The matter came up for discussion in Parliament in December 1953 
when the Finance Minister clarified the attitude of the Government. 
He explained that the company fonn of· management was considered 
suitable for certain types of undertakings and Government had been 
experimenting with various types. It was Government's intention to 
consider in what way the whole position could be placed on a more 
satisfactory basis by legislation. either by special enactment or by 
jncorporation in the Company Law Bill which is still pending. 

After a discussion with the Ministries concerned, a decision has 
been taken to introduce a special chapter in the Companies Bill, in-
troduced in Parliament in September 1953 and now pending before a 
Joint Select Committee of the two Houses. To provide for the estab-
lishment and regulation of companies in which Government has a 
predominant interest, it is proposed to include within the scope of 
the special chapter all companies in which the Central and/or the 
State Governments have, individually or jointly, a share-holding of 
fifty-one or more per cent. of the total shareholding of the compa-
nies. If Parliament approves the provisions contained in the spe-
cial chapter, statutory authority will have been conferred on the exe-
cutive Government to organise Government undertakings, with a 
majority of Government capital in them, in the form of Joint Stock 
Companies. Whether a specific provision should be made in this chap-
ter for Parliamentary authorisation for the establishment of such· 
a company. in each individual case where such a company is proposed 
to be set up by Government, by an appropriate Parliamentary reso-
lution or otherwise, is a matter which is now under the consideration 
of Government. As soon as a decision is taken on this issue, a suitable 
provision will be made in the speCial chapter in the Companies Bill. 

NOTB. -s" P. A. C. 1947-48 (Post-partition) P 104 and Fint Report 1951-52, R 24. 



FOURTH ltEPO'llT CY'Y THE CENTRAL PUBLlC Accomns COIf-
MlTTEE 195U3' [IMPORT AND SALE OF JAPA.NBSE CLonI} 

Procedure regarding submission and dispoaa.l 0.1 casu 
R 20. The sub-Committee find that this whole matter was dealt 

with by a few Ofticen of the Department of Industry and Supply. 
The main decisions were taken at the level of Deputy Secretary. The 
Secretary of the Department seems to have seen the file once or 
twice. At no stage was the f;ile or proposal submitted to the Minister 
for his orders. Certainly. the Cabinet has been unaware of the 
whole transaction from beginning to the end. To the repeated ques-
tions of the sub-Committee, the representatives of the Ministry of 
Commerce and Industry were unable to shQW any evidence that any 
statement of the case had been prepared at any time or that u.., 

- implications of t~ .maw. stuatied in fmIY detUl eiGher in a note .. a 
memorandum. All that was shown to the sub-Ccnmnittee were' a 
few cryptic notes here and there of lower Officers who seem to have 
taken the whole responsibility in this case upon themselves. It was 
pMaded before the 8ub-Committee that it was sufficient that if the 
Minister had seen a stray telegram in dak his approval to the whole 
scheme was assumed although it was stated before the PubliC', Ac-
counts Committee that the .Minister was cons~. The s..com-
mittee were surprised to flnd during the examination. of the Ofticen 
that there were no unifonn rules regulating the basinellS of Govem-
ment or various Mirlistri~s and Pepartments. It was contended be-
fore the sub-Committee that each Ministry followed. its OWll methods 
of work and there was no uniformity of procedure for submitting 
cases to the Secretary, Minister or Cabinet.···· The way in which the 
CUe under examination has been dealt with leads the sub-Committee 
to think that there is room for tightening up the proadure and lay-
ing down rules- which should regulate the- OODduct o.'f the Govem-
mental business in a more methodical manner. 

R24. The suG-Conunit~e feel that the looaeness of procedure 
which was respDD&ible iA the present case for the e'ftlltual loss oi 
OWl' half a uore of {Ul)ees to the Public Exchequer should be investi-
gated by Govemmesrt immediately and clear i41stn.Ietions laid down 
f~ future for the- daminatioD of proposals at aU levels. Hmely, ea· 
binet, MiDilteriral aDd Secretarial. The present ease has IIhowft that 
there is still eoafusion'of theugb.t amoDg the variousOftieers and. lite 
respcm.sibrutie8 are aot ~dy a~ _tween, am UDde.r-
stood by. the various authoritIes. 

ANNJ..'XURES I AND D OF APPENDIX ILXXIV TO mE PUBLIC 
ACCOUNTS COMMl'lTEE'S F'lFTEENm REPORT FOR 1954-55, 

VOLUME D 
ANNEXURE I 

Government of 1Ddla, MinIstry of Home Attain Oftlce Memoraad_, 
No. 23/2'J/53-RE, dated the 21st April' 1954. 

SUB.JECT.-Procedure regarding Bubm.ission and disposal of cases. 
The Public Accounts Committee had an occasion recently to 

look into a case which had resulted in a substantial loss to the Public 



• 
Exchequer. The Committee attributed this loss to the loosene. of 
procedure, confusion of thought among the various officers as to. their 
respective roles, and want of proper apportionment of responsibility 
among the various authorities in the Ministry concerned; and recom-
mended that these matters should be investigated by Government 
and clear instructions laid down for the examination of proposals at 
all levels, namely, Cabinet, Ministerial and Secretarial. 

2. The Ministry of Home Affairs have examined the above recom-
lnendation of the Public Accounts Committee in detail with refer-
ence to the case in question and are satisfied that the instructions al-
ready issued and those proposed to be incorporated in the revised 
Rules of Business and Secretariat Instructions and in the Manual of 
Office Procedure make adequate provision for the proper examina-
tion and disposal of cases at appropriate stages. Nevertheless, it 
must be admitted that in the very nature of things it is not possible 
to prescribe in detail the circumstances in which cases should be 
submitted to higher levels for decision and a certain amount of dis-
cretion must necessarily be left to the officer handling a case. Any 
mistakes arising out of the exercise of this discretion can, however, 
be avoided, or at least detected soon after they occur, if Departmen-
tal Standing Orders of the type envisaged in the Ministry of Home 
Mairs Office Memorandum No. 9/3/51-RE, dated the 20th November, 
1951 (Reproduced below) are issued by Ministries laying down inter 
alia the powers, duties and responsibilities of the various grades at offi-
cers and specifying cases 01' classes of cases which should be brought 
to the personal notice of the Minister-in-charge. It is, therefore, re-
quested that pending the issue of the revised Rules of Business and 
Secretariat Instructions and Manual of Office Procedure, ~inistries/ 
Departments may take suitable steps (if not already taken) to en-
sure :-

(i) that the Departmental Standing Orders of the type referred 
to in paragraph 4 of the Ministry of Home Affairs Office Me-
morandum of 20th November, 1951 referred to above are 
issued and observed strictly ; and 

(il) that weekly statements of cases (other than those of a pUre-
ly routine nature) disposed of without the personal conside-
ration of the MiniSter are submitted to the Minister-in-
charge regularly . 

• • • • • 

ANNEXURE II 
Governmem of india, MInIstry of HOllIe Aftalrs, Oftlee MeIIloraDdum, 

No. 9/3/51-RE, Dated the 28tb Nevember 1951 

1. A case recently came to notice from which it appeared that at 
present not all the Ministries submit to their Ministers a periodical 
statement of cases disposed of by Secretariat officers. A scrutiny of 
these statements enables a Minister to find out whether any case has 
been disposed of in a manner contrary to his policy or desire and to 
take urgent steps to correct any mistakes. 
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2. It will be as well to refer to following provisions in this respect 
in the existing Rules of Business and Secretariat Instructions:-

(a) "Save as otherwise provided ...... cases shall ordinarily be 
submitted by the Secretary in the Department to which the 
subject belongs, for the purposes of the first perusal of papers 
and of the initiation of orders thereon to the Member (Mi-
nister) in charge of that Department". (Rule 3); 

(b) "Cases of minor importance shall ordinarily be disposed of 
by, or under the authority of, the Member (Minister) in 
charge of the Department to which the subject belongs." 
(Rule 4); and 

(c) "It shall be the duty of the Secretary in the Department to 
which the subject belongs to submit every case which he 
is not by the practice of the Department competent himself 
to dispose of, in a complete form, ready for orders to...... the 
Member (Minister) in charge of the Department." (Instruc-
tion 4-Secretariat Instructions). 

3. The Ministry of Home Mairs have had under consideration the 
revision of the Rules of Business and Secretariat Instructions so as 
to bring them into conformity with the provisions of the Constituiion 
of India and the Cabinet decisions on the reorganisation of the machi. 
nery of Government, and preliminary drafts of these have been pre-
pared. The draft Rules provide as under:-

"Subject to the provisions of these Rules, in regard to 
(a) consultation with other Ministries or Department, or 
(b) submission of cases to the Prime Minister, the Cabinet or 

its Committees and the President. . 
all business allotted to each Ministry or Department shall be dispos-
ed of by, or under the direction of the Minister-in-charge." 

4. Draft Instruction 6 of the proposed Secretariat Instructions 
pr9vides that "Consistently with the Rules, and these Instructions 
and the Manual (of Office Procedure), the Secretary in a Ministry 
or a Department shall, with the approval of the Minister-in-charge, 
frame Departmental Standing Orders for regulating allocation of 
subjects and procedure for disposal of work within the Ministry 
or Department under his charge. Such Departmental Orders shall 
provide, inter alia : 

(a) for detailed distribution of subjects allotted to the Minis-
try or Department among the Wings, Divisions, Branches 
and Sections of the Ministry or the Department; the char-
ges of the various officers, their powers, duties and respon-
sibilities; and routing of cases; 

(b) for specifications of cases or classes of cases which shall be 
brought to the personal notice of the Minister-in-chargt; 

(c) for submission to the Minister of a weekly statement of 
cases other than those of a rou~ine nature disposed of in 
Department without personal consideration by the Minis-
ter." 
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Draft Instruction 7 provides that "care should be taken that deci-
sions reached as a result of personal discussions, as well as the reasons 
which led to the decisions In question, shall be placed on record". 

5. It will be sometime before the proposed Rules and Instruc-
tions are finalised. When the draft Secretariat Instructions and the 
Draft Manual of Office Procedure are approved and published, 
there should be no room for any confusion because these will ensure 
the issue of both Standing Orders and the periodical submission to 
the Minister of lists of cases disposed of by secretariat officers. Mean-
while (in view of the importance of the subject) it has been decidecl 
that all Ministries which do not at present submit weekly state-
ments to their Ministers should be requested to make arrangements 
to do so at once. Where there are no Standing Orders of the nature 
referred to in para. 4 above, the issue of such Standing Orders may 
also be considered. . 



FIFTH REPORT OF THE CENTRAL PUBLIC ACCOUNTS 
COMMITTEE. 1952-53 ON THE APPROPRIATION ACCOUNTS 

(RAILWAYS) AND (POSTS AND TELEGRAPHS) 1949-50 

Vetting of Ministries' Notes/MemoTanda by Audit betOT'e IUbmiB-
sion to the Public Accounts Committee. 

R7. • • • • The Committee desire that in pursuance of standing 
instructions contained in the Office Memorandum from the late Fi-
nance Department, No. D. 6368-F, dated the 17th August, 1934 and as 
reiterated vide the Ofiee Memorandum from the Ministry of Finance 
No. F . .10(10)-B/52, dated the 31st October, 1952. all notes/memoranda 
containing facts and figures which are susceptible of verification by 
Audit authorities should, in the first instance, be referred to audit 
authorities before being submitted to the Committee. The Committee 
desire that these instructions should invariably be followed by the 
Railway Board in future. 

Copy of Oftlce MemOl'alldum No. F. 10(10)-B/52, dated the 31st 
October. 1951. from the Government of India, Ministry of FInance (E. 
A. D.) New Delhi. to all MbUstrles of the Government of IIuJIa. etc. 

It has been reported that Ministries submit Memoranda direct to 
the Public Accounts Committee without taking into consideration any 
comments which the Audit Department may have to make ooncerning 
them. ThE> figures which can be verified in audit are incllLded in such 
memManda without any specific mention of whether or not they have 
been accepted in audit. It will save a lot of time and discussion of 
the Public Accounts Committee if the instructions contained in the 
14te Finance Department OfJice Memorandum. No, D. 636B-F, dated 
the 17th August 1934 (copy enclosed) aTe followed in futuTe . 

• • • • • • • • 

Copy of late Finance Department Oftlee Memorandum No. D . 
.... F, dated the 17th August, 1934. 

The undersigned is directed to say that as a result of suggestion 
made by the A uditM General it has been decided that in future memo-
randa should not be submitted to the Public Accounts Comm.ittee or 
the Military Accounts Committee without taking into consideratlon 
any comments which the Audit Depart~ent mall ha,ve to make CC!"'" 
cerning them and that such m.emoranda, 1.f they mentIOn figttres whtch 
can be verified in Audit, should state whether such figures have or 
have not been accepted in Audit. 



Itefernu:e of euu eo 4~bt""",*1I: '" which "No claiM" CerOi~ 
h4cI been I'igMd 1»1/ the Contnretor •. 

Rll. '" '" '" '" The Committee find tha\ E!'Ven claims relating to 
items in respect of which the contractors had signed '~o Claim" 
certificates previously were a!lowed to be referred to arbitratiDn. The 
Committee observe that the Railway Administration should have in-
sisted on the exclusion of these cases from the claims before agreeing 
to arbitration. They feel that it was a mistake on the part of the 
Railway Administration and can be cited as an example of 'careless 
stewardship' of the financial interests of the State. '" '" '" '" (See also 
P. A. C.Tenth Report 1953-54 Volume 1, R-35 and of Thirteenth Re-
port 1954-55 Volume 1, R-84). 

Ezecu tion of emergent Works and maintenance of co'lt"empo'l'ary re-
CO'l'ds 01 facts. 

R12. '" '" '" • The Committee suggest that in future in all cases 
where works are required to be carried out in any emergency, special 
pmcedure should be prescribed by the competent authority taking 
into account all the circumstances of the emergency. It is undesirable 
that a general permiSSion to the authorities executing the work "to 
take all necessary measures to ensure that the project is fulfilled" 
should be given (as was stated to have beeD done in this case) and 
the extent to which the normal Code rules are to be relaxed should 
be precisely stated. Further, the authorities exercising such' extended 
powers should be directed to leave sufficient contemporary record of 
facts to enable the investigating authorities in future to judge whe-
ther such powers have been judiciously exercised. (See also P. A. C. 
Tenth Report 1953-54 Volume 1, R-30). 

The Public Accounts Committee fOT 1953-54 (Tenth Report 1953-
54 VoLltme II page 52) were in~ed that an the MiniBttW. had noted 
the above recommendations. 

"Cost-plu," ccmtnlcts 

Rl3. '" • '" • The Committee has always held the view that 'cost-
plus' contracts should be avoided except when they are inevitable. 
While there might have been at least some justification duriDg an 
emergency, such as war, when firms had to enter new lines of busi-
ness. or even during ordinary times in case where an indigenous in-
dustry has to be developed, the Committee is emphatically of the 
view that such contracts should not be placed in other cases. In parti-
cular, it is wrong to enter into 'cost-plus' contracts, with foreign firms 
over. which Government can have little control in respect of costs, 
and when even precise ascertainment 01 costs is likely to be difficult. 
In the preamble to the agreement with this firm, it has been stated 
that Schlieren have long and varied experience of manifold' charac-
ter in the manufacture of light-weigh t. coaching stock. If that was 
so, this finn with considerable experience should have been in a poai.-
tion to quote a firm price once the design was finalised. The 'cost-
plus' contract should not have been entered into with such a firm, as 
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it has been the experience in the past that there is no incentive to 
economy in such contracts, and that Government has always to pay 
unnecessarily high prices. 

The Public Accounts Committee for 1953-54 (Tenth Report Volu-
-me I) were informed that the recommendation had been noted and 
instructions issued by all Ministries. 

Nol'E.- --Set P. A. C. '9:39-.4°. R-.j (M. A C.) Epitolll(, Volume I. 

Recovery of heavy station outstandings. 
R 16. The Committee note that out of a sum of over Rs. 18 lakhs 

shown in para. 40 of the Audit Report as outstanding against the 
station staff on account of admitted traffic debits on the 31st March, 
1950, about Rs. 6 lakhs have already been recovered and the latest 
position of such debits is about Rs. 12 lakhs. The Committee express 
concern over such a huge amount being outstandjng for l'ecovery from 
the station staff. The Railway Board have contended that in view of 
the limitations of the total amount that can be realised monthly from 
the salaries of individual staff imposed under the Payment of Wages 
Act, 1936, there is bound to be some delay in the realisation of the 
full amount. The Committee apprehend that in a great number of 
cases, the amount of outstandings might be very large and may even 
exceed the pay of the Railway Servants and as such the chances 6f . 
full recovery may be very remote. The Committee desire that the 
Railway Board should impress upon the various Railway Administra-
tions to effect recoveries of the outstanding debits from the station 
staff expeditiously and no consideration should be shown to them in 
the matter of postponement or write off of such recoveries. The Com-
mittee also suggest that the Government should explore the possibi-
lities of recovering these outstandings, if necessary, by amending the 
Payment of Wages Act, 1936. The Committee desire that the Railway 
Board should take aU steps considered necessary to safeguard the in-
terests of the Public Exchequer. 

The matter is still under the conside1'ation of the Ministry of La-
bour. 

Nationalisation of TELCO for manufacture of boilers and 
locomotives. 

R17. • • * • Without pronouncing any opinion on the subject of 
nationalisation of industries as such, it appears to the Committee 
that in the case of an industry which caters entirely for Government 
purposes, such as the Locomotives or the Ammunition Factory, there 
is obviously a strong case for the State-ownership and management 
of such industry. The arguments may be different in the ease 
of an industry which caters only partially to the needs of Govern-
ment. But in the case of an industry catering wholly to the Govern-
ment requirements, the assessment and payment of profits has hardly 
any meaning. The Committee tI1lSt that Government will give due 
consideration to this view and come to an early decision on the 
advisability of their taking over from TELCO the manufacture of 
boilers and locomotives, and running it as a State-owned Industry. 
If necessary, the Government can invite participation of private 
capital in such State-owned concerns in the shape of Debentures. 
rSee also P. A. C. Fourth Report 1957-58 (Volume 1 Second Lok 
Sez.bha) R-54 and 60.] 
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.APPBNDJX :xx TO TBB PUBLIC ACCOUNTS OOMMlTl'EB'S 
THIRTEENTH REPORT 1954-55. VOLUME D 

MINISTRY OF RAILWAYS (RAILWAY BOARD) 

Memorandum OIl the MaDufacture of Locomotives and Boilers by' 
'!be Tata EngIneering &; Locomotive Company. Limited. 

* .. • • * • • 
5. The third recommendation is for taking over TELCO and run· 

ning it as a purely nationalised or Railway concern. It may first be 
pointed out that the a~reement with TELCO subsists until 1st June, 
1961, and Government IS, until then, bound to purchase 50 locomBtives 
and 50 boilers a year from the Company. To discontinue placing 
orders for locomotives and boilers on TELCO would therefore, con-
stitute a breach of this agreement. Further, the total demands fl)r 
boilers and locomotives are and will continue to be much in excess 
of the production that can be secured in the factory which the Rail-
way Ministry have set up at Chittaranjan for the manufacture of 
locomotives and boilers. It is, the.refore, desirable to use the existing 
facilities at TELCO for the manufacture of locomotives and boilers. 

6. The main idea behind the recommendation of the Public 
Accounts Committee, however, seems to be that inasmuch as TELCO 
factory caters entirely for Government purposes, it should be State-
awned and managed by the State. If this recommendation is to be 
given effect to, the TELCO Works would have to be acquired either 
by agreement or compulsorily. There is hardly any possibility of 
TELCO agreeing voluntarily to sell the factory to Government .. Le-
bTislation WOUld, therefore, have to be enacted for the compulsory 
acquisition of the factory. The latest balance sheet of TELCO 
shows that the book vahle of the block is Rs. 7' 25 crores as at 31st 
March 1954, whereas investment by the Government of India amounts 
to only Rs. 2 crores. It cannot be stated with certainty what compen-
sation would have to be paid by Government should t!ley decide to 
acquire the factory, but it is bound to amount to a large sum of 
money. A decision to acquire the TELCO Factory would, therefore. 
lead to Government incurring considerable expenditure on the acqui-
sition of an existing production unit when that money could be spent 
more usefully in augmenting production in this or any other field. 
This can hardly be justified. 

7. There is no doubt that the boilers and locomotives manufac-
tured by TELCO are entirely for Government purposes. Even the 
road-rollers and the underframes which TELCO have manufactured, 
as a side business, were intended for the Government. The advisa-
bility of the Government acquiring the TELCO Works for the manu-
facture of boilers and locomotives and running it as a State-owned 
industry has. however, to be considered in the background of the 
history leading to the flnalisation of the Agreement between Govern-
ment and TELCO. The Agreement for the manufacture of boilers 
and locomotives was signed on 20th August, 1947, with retrospective 
effect from 1st June, 1945, and this would remain current for 16 years 
from 1st June, 1945. Acquisition of TELCO Works by legislation 
would be a breach of this agreement. Further, even at the com-
mencement of the agreement, it was intended that TELCO will Dot 
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be a purely locom.otive rnanufacturiDg fatlol')" lIut 0IIe ~ 
.other general heavy engineering productsalsl>. It was also contem-
plated that TELCO might even produce and export locomotives and 
boilers in excess of the number guaranteed far purchase by Govern-
ment. It is in pursuance of this conception, that tht! Government 
of India have lately .agreed to TELCO's undertakmg the manufacWr.e 
.of diesel trucks in the factory. While, therefore. tBeI'e is no reason 
to doubt that it would not have been possible for TELCO to come up 
to the present position, without consistent and continuous Govern-
ment assistance, both financial and otherwise, it would be ilODtrary 
to the original understanding under which TELCO was to function 
.as a general engineering factory, if the Government were to decide 
to acquire it now and run it as a State-owned factory on the ground 
that it has been until ROW catering entirely for Government purposes. 
It will also be impracticable to segregate such of the assets of TELCO 
which will constitute the unit for the manufacture of boilers and 
locomotives only and acquire the same. In any case, this will throw 
-all their other possible production programmes out of .gear. 

8. The Public Accounts Committee, in their Reoort referred to 
in para. 1 above, have observed that TELCO have not been able to 
implement the various terms -of the agreement, and presumably this 
is the chief reason for their recommendation to acquire the Works. 
It is true that the period 'A' which should have been for one year frpm 
June, 1945, with a production plan of 50 boilers had to be extended 
up to December, 1947, with a reduced production plan of 40 boilers, 
but the actual out-turn during the period wason! If 10 boilers. Period 
'B' which should have been for one year from June, 1946, with a 
production l)lan of 100 boilers actually commenced in January, 1948, 
"With a production plan ofBI boilers, but the actual out-turn was 44 
boilers only. Period 'C' which was to commence in June, 1947, with 
a production plan of 100 boilers a year actually commenced from 
January, 1949, but as the production target of 100 boilers a year was 
not reached. the decision to deem .January. 1949, as the ·commence-
ment of period 'C' was cancelled and it was decided that period 'B' 
should continue until a date when it was possible for TELCO to 
produce 100 boilers a year. However, TELCO have now reported that 
they produced 8 boilers a month successively from February, 1954. 
onwards, and they have claimed that period ~' should now be con-
sidered as having commenced with effeet from that month. This is 
being examined by a Technical Team appointed by the Railway 
Board, but prima fucie it would appear that the production target 
laid down in the Agreement for the period 'e' has been reached. 
TELCO have also claimed that period 'V' for locomotive production 
of 50 locomotives a year would commence from July, 1954. -This 
claim is also under examination by the same Team, and is likely to 
be accepted. 

9. TELCO's inability to maintain the targets fixed in the Agree-
ment is ascribable to various factors, the chief of them being :-

<a) The facilities and capacity of the plant available in the 
Singhbhum Shops at the time of purchase were entirely 
madequate to manufactUTe parts and components of ,boilers 
and locomotives in suffieient quantities to meet tbefull 
requirements. This handicap continued to' hamper pro-
duction until the new machine shop and the newferRe .and 
smithy 'were CODstrucfied and equipped.. 



'153 

(b) The manufacture of locomotives and locomotive boilers 
was complicated and constituted a new industry in India, 
and no experience of planning such a factory was available 
in the country. No ancillary industry in the country was 
also available from which TELCO could have drawn raw 
materials or components to supplement its own products 
for the manufacture of the required number of boilers and 
locomotives. 

(c) Delays in receipt of machines, components and tools from 
outside sources due to shortage of materials in the world 
market for various causes, such as War. etc. 

(d) Partition of the country caused delay in the early stages 
of construction and manufacture. 

(e) Original shops taken over from the ex. E. I. Railway had 
to be fully re-laid due to higher targets agreed upon and 
this necessitated construction and ma!'lufacture going side 
by side, which necessarily resulted in delays to manufacture 
of boilers. 

(f) There was a lack of trained and experienced engineers which 
has now been remedied with the assistance of Messrs. 
Krauss Maffei with whom TELCO have entered into an 
agreement for the training of their staft' and also to supply 
the technical 'know-how', etc. 

(g) There were strikes in the TELCO Shops which caused delay 
both in the construction of the Shops and the manufacture 
of boilers and locomotives. 

In addition to the above causes, delays also occured due to changes in 
specifications Clnd drawings from time to time. Further, it was not p0s-
sible for Government to place orders for one type of boilers or locomo-
tives to be manufactured in TELCO. Except for the first order which 
was for 100 SGS boilers, subsequent orders for boilers were of various 
types and of comparatively small numbers. 

10. It can now be stated that TELCO have weathered most of the 
difficulties attendant on the establishment of a new and complicated 
industry, There is no doubt that the delay in the commencement 
of periods 'C' and 'Y' has had the effect of TELCO being paid on 
the actual cost basis for boilers and locomotives for a much longeT 
period than originally contemplated and that this has resulted in 
Government paying .for locomotives and boll,ers, produced in TELCO, 
much more than what would have been pald If the expectations at 
the time of the execution of the agreement had been fulfilled. This 
is unfortunate, but it is considered that this fact alone would not 
justify the acquisition of the factory, speci~lly when as already 
stated, they have reached the target of productlon. 

11. Having regard to all the circumstances, the Government 
have come to the conclusion that it would not be in the best inter-
ests of the country to acquire the Loco and Boiler manufacturing 
unit of TELCO. 



Excessive Store balances in the Pam and Telegmphs Department 
R 25. The Committee note that the value of stores in stock 

including the value of works in progress on the 31st March, 1951 
was Rs. 4.35 'crores against the revised limit of Rs. 3.5 crores. They 
were informed that the Department had commissioned a Swiss firm 
of experts to advise them about the method of provisions, planning 
and control of stores etc. The Committee desire that the Department 
should arrive at an early decision to fix a limit of the balances under 
the various categories of stOI'es which are at present fixed. on an 
ad hoc basis. The Committee observe that the maintenance of 
excessive stocks involves the tax-payer in a two-fold loss. There is 
the loss of interest on capital unnecessarily locked up, and loss aris-
ing from the danger of the stores becoming obsolete which may 
become unsaleable or which may have to be disposed of at a rate 
lower than the cost price. The Committee commend to the Posts 
and Telegraphs Department to consider the desirability of adopting 
the Stores system existing on the Railways witb. necessary modifica-
tions to suit their set-up. 
APPENDIX XXU TO THE PUBLIC ACCOUNTS COMMITrEE'S 

TWENTY-SECOND REPORT 1956·57 
Memorandum from the Ministry of Communications No. N. A. 

29·11-53 LA, dated 17·11·1955, regardlDr Posts and Teleplphs 
Stores Bala.ues. 
The Public Accounts Committee desired that the Posts and 

Telegraphs Department should arrive at an early decision on the 
recommendations made by mCON, a Firm of Experts, in the matter 
of fixing the maximum and minium limits for the maintena'nce of 
stores balances under various categories and take all possible mea-
sures to bring down the stock balances without detriment to the 
efficient working of the Department. The Committee recommended 
that the P.&T. should consider the desirability of adopting the 
stores system existing in the Railways with necessary modifications 
to suit the P.&T. set-up. 

2. The P. & T. Department has examined the recommendations 
made by IBCON in the matter of fixing the maximum and minimum 
limits for Stores and also the prevailing procedure in the Railway 
Stores Organisation. The main difference between the Railway 
Stores Depots and the P.&T. Stores Depots is that in the case of the 
Railways, the bulk of the stores in the Depots constitute maintenance 
requirements. The stores required for capital works are generally 
segregated or ear-marked for these works or issued direct to the 
works site, where they are held as custody stores or materials at 
site. It is only for the items of maintenance stores which are held 
in the Store Depot that ,maxima and minima limits have been fixed. 

3. In the P. & T. Stores Organisation the Stores Depots hold not 
only the~maintenance requirements but also the tequirements of 
capital works. As the types of stores to meet both these require-
ments are more or less identical, such an arran,gement allows consi-
derable flexibility in the issue of Stores. 

4. (i) As for the fixing of the maximum and minimum limits for 
all stores held in stock, it will be seen "that while there. may be no 
difficulty in prescribing the limits as regards maintenance stores it 



will n~' be< 'VerY ptactic."!e· to prescribe ·the limits· fo~· stmeI fer 
capital works as the quantity of Stores required will depend on the 
approved works programme whieh changes from year to year. As 
a matter of fact, requirements regarding maintenance stores will 
also change slightly in relation to the works carried out. TakinC', 
all these factors into consideration. and in the light of experience 
gained safar, the following formula has been evolved. 

Minimum working balance :-

3 months requirements of stores for both capital and mainte-
nance works or for half the procurement time whichever 
higher. 

Ordering level :-

Requirement of stores to cover procurement time plUs one 
month's requirements. 

Maximum level :-

Requirements of stores for 12 months. 

4. (ii) A formula has also been evolved for Jbdng the Maximmn 
limit of stock balance taken as a whole for all categories of stores, on 
the J;»''',o.,the total a.ti~ed·~'Vel' .f~'fjf1'J ,,ear,,w.' :taeJ 
average time requiretl·':£or.procure~nt.·of, .~tf' categories of 
stores, namely, stc;>res m~nufactured in t~e Departmental workshops, 
stOl'eS ,purehaliMlG, m . hId." and. . Sttq!8, unporiN, fIom ,abl!88~\ ." The 
rn.aQnWD,b.u.ee for,.ewL ___ s,';eenfiuct at,RiL 4"M CJID1Ie8 .. 
for the two years from 1st April, 1953. 

It is proposed tUtthi&,limit.will ,be'r~vJae4'fr_time ~time­
and fixed in ,aclvallCe:for tw,e.y_rs at, a time • 

• • • • • • • • • • • • • 

Recoverrt fJ¥mt' Coft't~~ employed tortM haMlmg uJ ~. 
worie in the Post 0f/keB. 

R2'1. • • • • The Committee desire that-in- caSieS Where tile ' 
ageACy ofcontraetors is employed fOr ttle hall'dDnt oftraislU'y' work 
in the Post-Offices, adeqnlde meaBUNS' should be taken-· to eRSU19 
that in the event of misappropriation or loss of money which might 
e~ceed the amount of the security held by the GOvemment the 
entire amount eouid' be recovered from them thrcJuKtt a dee;;e 
granted by a Civil Court. • • • •. 

D. G., P. & T. Memoranclum NO. aJ7-H/M. dated tile fth J&II.IIU'1 1_ 
Adequate mealU7'eS exist ill. the fonn of agreement e:J:ecuted by 

the Treasu:r'll. Cb1:ttractors to -recover: an lone, t.crr which the trea.ntr.er 
was liable under 'the- te-mt;8 of the ag?eement and in. law otlien0i6e; 
11-5 Compt. A. 0.{58 

• 
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'. Keeping of photoBtut copies of document, to be filed with II Court 

RaO. '" '" '" '" The Committee regret that departmental action 
should have been delayed because all the original documentS relat-
ing to the case had been filed in the High Court, and the matter was 
allowed to drag on for two to three years. The Committee also under-
stand that the Officer was in the meantime promoted to a higher and 
responsible poSt while his case for disciplinary action was pending 
with the U. P. S. C. The Department was very well aware that the 

·proceedings in the Civil Courts and High Courts generally take a 
long time and they should have arranged to keep photostat copies of 
the original documents before parting with them. The Committee 
cannot escape the conclusion that the Department has to be blamed 
for the dilatory procedure followed by them in this case. To discoun-
tenance such a state of affairs and to eliminate any element of delay 
in instituting disciplinary action against an Officer, the Committee 
desire that, whenever original documents are required to be filed 
with a Court, the Department concerned should invariably keep 
photostat copies of such documents as have got an important bearing 
on the disposal of the case. 

The Committee also deprecate the tendency of the department to 
promote officers to higher posts during the pendency of the discipli-
nary cases against them. • 

APPENDIX XLV TO '1'BB PUBLIC ACCOUNTS COMMl't-l'EE'S 
TENTII REPORT 1953-M VOLUME D. 

CcIpy of the DIrector GeIaenI, PoIts lad Telepaplls letter No. 
SBA ... 13/53, dated 21+1953 to aUBeIIds of CIrcles &ad AdmlDl*a-
atve 0IIlce& 

St7BJBcT.-Keepingof photostat copieB of important dOCU771ents before 
filing them 1.11. Court to avoid delay in diBci.plina1"JJ proceed-
ings. 

In a case that came up before the Public Account$ Committee 
recently, it was explained that departmental proceedings could not 
be initiated promptly as the documents relating to that case had 
baen filed in a·court of Law. The Public Accounts Committee have 
therefore recommended that, in future, steps should be taken to 
have copies taken of such documents having an important bearing 
on a disciplinary case before filing them in Court and that the plea 
of: want of these documents as the cause of delay in initiating de-
partmental proceedings should not be accepted. 

2. The officers under your control may please be instructed first 
to. satisfy themselves whether any of the documents to be filed in 
Court will be required simultaneously in connection with a pending 
disciplinary case. If so, they should make immediate arrangements 
to. have them copied and attested by a gazetted officer before being 
filed in Court. If it is further felt that it would be imperative to 
produce the document in original in a disciplinary case, or where 
the handwriting as such has to be reproduced, photostat copies 
should be taken of those docwnents. All cases where the expenditure 
is I1kely to be considerable may be referred by the subordinate 
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oflcers to you for advice. But the only criterion that should govern 
such a procedure is whether by the lack of photostat copies the dis-
ciplinary case is likely to be indefinitely prolonged. 

... ... ... 
Cost accounting system in the Telegraphs and Telephone WOTkshops 

R -33. The Committee observe that the cost accounting system 
followed in the Workshops is not based on scientific methods as no 
authorised schedules of materials and labour were maintained even 
for standard products .......... • The Committee desire that as a first step 
towards improving the state of affairs in this direction, suitable ma-
chinery should be devised for the training of the subordinate staff 
in the methods of workshop and store-accounting systems. The COm-
mittee find that no attention has been paid to this important aspect 
of training -on which depends largely the efficient working of any 
system. 

D. G., P. &; T. Memorandum No. B. 2'1-26/54, Dated the 7th 
January, 1955. 

As regards the question of imparting training to Posts and Tele-
graphs Accountants, it has been decided that Posts and Telegraphs 
Accountants who pass Part II of the Posts and Telegraph' Accountants 
examination 8hould undergo training in StaTes and Workshops ac-
counts for si.r weeks before a.ppointment as Senior Accountant'. 

The Public Accounts Committee for 1957-58 (First Report, Second 
Lok Sabha page 14) 10ere also informed that .......... the preparation 
of labour nnd material schedules was in progre" and the Post, and 
Telegraphs Department expected to complete theBe by ............ Decem-
ber 1957. 

Audit to be apprisedof.financiat 4nd other aspects. of. aU new 
Ma;OT works. 

R34. ... ... ... ... The Committee also observe that in this case the 
implications of the scheme, the magnitude thereof and the details of 
the amount of expenditure to be incurred thereon were not furnished 
to .the Audit. The Committee take a strong exception to this lapse on 
the part of the Department and recommend that in future, in all 
cases of major works, the Audit authorities should be apprised of the 
financial and other aspects thereof so as to enable that Department 
to organise its own accounting and audit ar~angements in time ....... 

The PubLic Accounts Committee fOT 1953-54 (Tenth Report 1953-54 
Volume II 'page 47) were informed that the recommendation had. been 
noted by the Posts and Telegraphs Department. 

NOTB:-S" P. A. C. 1945-46, R II (Epitome Volume I). 

Policy for construction of buildings by the Posts and Telegraphs 
Department. 

R36 .... • ... • The Committee note that the annual rental paid by 
the Department for their Offices situated in different big cities runs 
into severallakhs of rupees. Moreover, that accommodation provided 
at certain places is of very poor quality and even the Offices are scat-
tered over a number of places which considerably hampers their 



eflleient working a8 an'integralUDit.Tl1tfConmt_~suaestthat', .. , 
Commercial Departmen~ liRe the Pests aD(JTelegraps, shOuld for-
mulate a more rational and integrated' polley in- the matter' of con ... 
truction of buildings for accommodating Executiv~, Adm.inistrative 
and Audit Offices and gradually as the funds permit, embark upon 
the construction of essential buildings. Such a course, in the opinion 
of the Committee, would prove more economical in the long run. 

The Public Accounts Committee for 1953.-54 (Tenth Repcwt 1953-54 
Volume II pc1.ge 47) were in'ormed that recommend4ti<m had been 
noted by the Posts and Telegraphs Department. 

Prompt action on Public Accounts Committee's recommendations. 
R 38. The Committee noticed that in most of the cases copies 

of the memoranda/notes stating action taken by the Posts and 
Telegraphs Department pursuant to the recommendations made by 
the last Committee were furnished to them only a day or two before 
the date on which the)' were to examine the Accounts relating to 
that Department. The Committee express their displeasure over the 
belated action taken by the Department. They would urge that the 
Department should, in future, initiate eU'ly action soon after the 
Report of the Committee is made available ta them and all notes I, 
memoraDda should be 'submitted to the Committee' after getting ;.them 
verified by Audit well in advance of the date on which the exami't1a.. 
tion of the next year's Accounts relating to the Department is put 
down (See also P. A. C. Sixteenth Report, 1955.56, Para I) of Intro-
duction.) 

TheP1I.blic AecouftU Committee few 191j3;..54 (Tftth Report 1953-54 
VolU1'JWt II, page 48),",,' ift,IOnned that the recomtneftd4&n. had bUtl 
noted by the Director General, Posts nnd Telegraphs and all the Mini-
stries. 

NOTE:-,* P. A.C. ~l a Itl; 1939'"34 R. 0-1,5; 1944"45R9' (Bp!\OIDC Volume I.) 



'SIXTH'ltEP<lB:TOFTHE CENTRAL PUBLIC ACCOUNTS 
COMMiTTEE 1952-53 (HIRAKUD DAM PROJECT) 
Examination of the accounts of the Hirakud Dam Project by the 

Central Public Accounts Committee. 
R 2. The project for the construction of a Dam at Hirakud, is a 

,sUbject which primarily falls within the sphere of the Orissa Gov-
~rnment, but its construction has been undertaken by the ,Govern-
,ment of India at the request of the Orissa Government as an agent 
of that Govemment.This arrangement was concluded in 1948 as 
a result of the pr~liminary investigations conducted by the Central 
'Waterways, Irrigation and Navigation Commission (now Central 
Wat~r and Power Commission-CW & PC) on the feasibility of the 
'Project. 

R 3. Under 'agreement between the two Governments, the Com-
mission ·was t~ undertake the construction and completion of the 
:Prejeet ·te:forebandmg it over to the Orissa Government. The Gov-
ernment of India were also to advance to the Government of Orissa 
,the ':swns ,required from time to time for the execution of the Pro-
1ject. '!!he 8tlb..coJIlJI\ittee understand, therefore, that the detailed 
aeeounts ·of the iProject would appear in the Accounts ·of the Orissa 
State"and the :required sums would be voted by the Orissa Legisla-
1Ia.tre. I'he.actual T'esponsibility for the construction of the Projecthas 
,beenllllSWlM!d lDy the -Government of India who have also to advlRlce 
,1mormous swns. The Government of India and the Parliament :cannot. 
e\tllerefOJle, div.est themselves of their responsibility for seeing that 
the Project is executed efficiently and economically and that duere-
gard is paid by the Officials of the Union Government entrusted with 
this work to all administrative, financial and accounting Rules. 

R 4. Moreover, 80. 'long as· the responsibility· for ''the construction 
of the Project is vested in the Central Government and its Officers, it 
is Wlly the ,CentJ:al Govemment .ed the ,Central Pu.b1ic Accounts 
Committee that can ,Clieal with the ,questions .-arising·from the execu-
tion of the Project. It is not possible for the Orissa Government to 
defend ,any matters .connected with .the-execution of this Project 
,before o$he IOriasa Legislature. Indeed, for these reasons, we under-
:stalJ,d .that the .Comptrollerand Auditor-General is now contemplat-
ing ,that .the ~tire eKpenditure .should appear abinitio in the Cell'kal 
,Aecounts, and •. that -the cQneequentialch.anges in the Budgets .and 
Accounts of the Central and Orissa Go~ernments should be made, 
as this would be more in accord with the chronology of facts . 

.A llocatlon of the cost of cDmp!mution for BUlJ..msrged land, recla-
~ion((1nd',esElttlem,ent.ol displaced per.101&B .to,HiNkud Dam 

P-foject. 

R.82 .. The,sul;).,Commi~e tmderatand that the view has·been taken 
.by the 8uthomties .that onlytthe cost ofcQ~pensation given for sub-
m~ed laP,d, .bWld~s,.8l1d,trees should ,be regarded .as a charge 
,lqltimately· to·. be bQrlle -py the Project and that the entire cost of 
reclamation of the land and the reaettlem.ent ,of ,displaced persons 
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should be borne by the Orissa Government. The State Government 
are expected to reimburse ihemselves from the sale of land to the 
displaced persons and others. The Government of India have stated, 
however, that if necessary, they are prepared to assist the Orissa 
Government by the grant of a loan for the reclamation and resettle-
ment pro,iects as an issue separate from the Hirakud Dam Project. 
The sub-Committee are unable to understand the logic of excluding 
from the scope of the project scheme the expenditure on reclamation 
of land and resettlement of displaced persons, at &DY rate to Ute 
extent that resettlement of disPlaced penons and reclamation ~r 
that purpose are inescapable. It is the moral obligation of a civilized 
State to resettle cultivators and the population displaced as a result 
of Government submerging their land. And this is a responsibility 
which has been accepted by the Government in the early days of 
agitation against the ~irakud Dam Project. The paYInent of cash 
compensation on a basis unrelated to the cost of resettlement is not 
equitable, nor will it ever solve the problem. Reclamation and re-
settlement costs will, therefore. have to be regarded as an integral 
part of the cost of the project at any rate up to the extent that land 
has to be reclaimed for the resettlement of the displaced population. 

The sub-Committee consider it necessary to be clear on this issue 
as otherwise, wrong policies leading to dangerous results may be 
followed by the Government in the planning and phasing of recla-
mation and resettlement. The sub-Committee desire, however, to 
make it .clear that resettlement does not include provision ttf ameni-
ties not already enjoyed such as· hospitals, schools, electricity, etc., 
but reasonable amenities such as the displaced persons are already 
enjoying in the displaced land, viz., houses, village roads, village 
communications, etc. . 

Copy of Govermneat of JDdla, Ministry of Irrigation aDd Power 
letter No. DW·U"l(t6), dated. the 17th June, 1953. . 

SUB.TEcT.-Scheme fOT Teclamation of land and Tesettlement of persons 
displaced by the HiTakud Dam PTojec·t. 

• • •. The scheme. fOT T.eclamation of land and TesettZem.ent . of 
displaced peTsons from. the Hirakud area pTepared by the State Gt;)v-
ernment was conside-red at a conference held at New Delhi on the 
·'15th May, 1953, between the representative 'of the Government of 
India and the Tepresentatives of the State Government. The follow-
ing decisions WeTS inter alia taken at that co:nfeTence :-

(i) that in view of the relatively small amount of excess e.rpen-
dituTe pToposed over and above what would be debitable to 
the Project· bU way of compensation, the expenditure 'On 
land Teclamation may be admitted by debit to the Project 
Account; and 

(.ii) that Tesettleme'lt should not include provisions of amenities 
.. not alTeady enjoye~ BUch as hospitals, schools and electri~ty 

etc., but Te(1Sonable amenities such ·as the displaced PeTSons 
tVeTe enioying at PTeSf!nt, :viz., houses, village TOads, vilZtlge 

. communiCations;·· * *. 
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Financial, accounting and audit organisations of pro'ect. 
R 85.· • • • • • • • Long before the commencement of 

Hirakud and other Projects, it was recognised by the Government of 
India at various Departmental Conferences that it would be neces-
sary to have a high level Financial Adviser at the Centre for all multi-
purpose River Projects and that there should be at the site of each 
Project, a Joint Financial Adviser. There was also to be a Chief 
Accounts Officer functioning under the J,Oint Financial Adviser for 
each Project. This recommendation was reiterated at a high level 
Conference held on the 7th September 1948 at which the Auditor-
General Cld the representatives of all the Ministries concerned were 
present. The sub-Committee are of the view that this recommenda-
tion should be fully implemented . 

• • ... • ... ... ... ... • • • ... • 
In this connection, as a lesson for the future, the sub-Committee 

would draw attention to the fact that the Public Accounts Commit-
tee have in recent years repeatedly drawn the attention of Govern-
ment to the necessity and importance of planning the financial, ac-
counting and Audit Organisation for each new project involving con-
siderable expenditure and the fact that such arrangements should 
be re~arded as an integral part of the planning of the execution of 
a proJect as a whole. The Comptroller and Auditor-General has 
also been constantly impressing this on the Central and State GoV-
ernments. 

R 86. Separate and whole-ti'me Joint Financial Adviser for each 
Project.-The ~Ilb-Committee note further that the Ministry of Fin-
ance departed from their original policy decision that there must 
be a separate Joint Financial Adviser for each Project. 

The Chief Engineer's initiative in the matter of preparation and 
sanctioning of detailed estimates had been restricted. und~ly by the 
orders of the Ministry of Irrigation and Power which had the effect 
of reducing the utility of the Financial Adviser also locally. 

It would have been far more satisfactory if there had been a 
separate Financial Adviser from the Chief Accounts Officer in order 
to resolve any differences. The local Financial Adviser should have 
been a whole-time Officer with adequate financial powers to minimise 
or reduce the number of references to the Government of India., 

. The Pu.blic Account! Committee for 1954-55 (Fifteenth Report 
1954-55 Volume I page 228) were informed that the Ministry of Irriga-
tion and Power had accepted the recommendation. 

Fu.nctions of the Central Water and Power Commission alnd Cha{r. 
man of the Central Water atnd Power Commission. 

R 90. The sub-Committee recommend that the Commissi.on 
should be an adviSOry and consultative body with authority to un .. 
dertake investigation of water and power resources of India, research, 
etc., and should not be permitted to undertake the actu~l executIon 
of projects. There are many valid reasons for this. A body Which 
has local executive authority in any territory is in a far better posi-
tion to undertake such responsibilities than a body operating from 
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distant,Oeihi. tIt weald. Gtremely4if:ficwt.~rtheC.W .• P.C. to 
undertake in addition to the other duties which the sub-Committee 
'haw menticmed,·tAe aetual'e¥ecutive responsibility for the coustruc-
tion of projects ~eIl if they had under their COfttrol a Chief Engiaeer 
at taesite of the pcoject. The sub-Committeeare Jdad to note in 
~ 'CmmectiClll that the Estimates Committee ,had arso reached ,8 
:similaroonclllSion tHde para. 13 of their Fifth Report, 1951.52. 

The ·sub-Omunittee feel strongly also that the combination in 
me and the same person of the functions of the Chairman of tile 
C.W . .& 'P;C. and of an Additi0f.181 Secretary to Government is wholly 
~NJper and inronoect and provides only an illusory safeguard. The 

'Ob,ec:!ttons 'Ilre all the greater when the Chairman of the C.W.& P.C. 
is also the Vice-Chairman of the HirakudControl Board, a body 
entrusted with the most important and intricate technical matters 
connected with the execution and control of the Hirakud Project. 
It must be. remembered that the Chairman of the Control Board is 
.an extremely busy person with multifarious other duties as a Chief 
l4W.ister, and the Vice-Chairman has, therefore, a most important 
.role. In Qther words, the position reached is that the same person 
has ~ respo!J.sibilities and functions in his capacity as Chairman 
of the 't. W. & P.C., Vice-Chairman of the Control Board and fmally 
,.as Additional Secretary. Moreover, the Chairman of the C.W . .& 
:P.C. is also an extremely busy man with multifarious projects all 
overhldia. He has also international functions and has to visit 
foreign countries. The sub-Committee consider that nothillg could 
be more unsatisfactory than the combination of all these functions 

. and ,imposit.i.&m of tbem in one Officer. The sub-Com,mittee ACcording-
tv NCOmmend that the Chairmj,ll and Members of the C.W.& 
,.P.C ... shGuld con6ne themselves siDgJ.e..mindedly to the . job of Consult-
ing Engineers.and Advisers and no "administrative Secretariat posts 
should be foisted on them. The sub-Committee need scarcely add 
'lIIaat '11wy .e not iftf1uenced by any but considerations of propriety 
."d~ iDmatlng thts~."·-

MINISTRY OF IRRIGATION AND POWER 

14EMORAN'Dl1M 

While it is agreed that the Central, Water lind Power Commis-
Iicm.houtd-not directly take part in the execution of a pro;ect, it is 
-.mabie .t m"e7'e auistcrAlce in ,the farm .of lGrr1e lMM is granted 
*> (& State jor .con6t7'1.tCUon of .(1 Pro;ect the CeGtr.e shodd'n« awlt 
itself of respon.rib~y tor the .proper eqeMittw.e IOf JUMBo TMre 
may be States who, owing to inexperience (Y1' for other reasons, may 
elect to hand over constn.t.ction to the Centre. 

The fact that the Central, Water and Power Comminion will be 
dWe&ted of its reBpCmSibi'Uty jQr conBtrl&ction does not -mea.n that it 
-#ould. be pNcluded f'1'om lending .experie'lloCed staff ferr woric 00. .pro-
;ects undertaken in the States. There .. h.ould be anu.cleus of ex-
perienced technical pe1'BtmUZ in the Central, Water and Power Com-
.. lion. tv.&o could be lnt 110 thie project« 1J:'ldertak~ States toho 
Go 1&Ot uve a stt'm&g engi~ cad:,.. Inter-cha. 'litJl qf .• tat! 
Between the Pre6ect' aoo the ~on if a dairierfJAun. 
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Even before the Public Accounts Committee made its recommen-
dat~ ,G.ewernme7Jt .had .~ the,pOBition that the Cho.inna.n, 
C.ntr~d 'WiJter and POwef' Com17Lirsion ihouldnet ncwe ex-officio 
SecrettLri4t sta.tus. The fu,nctiofiB of tke Chairman, CemMl Water !MId 
Pouer Commiuion lind ex~ftlcio Additional Secreta.1"JI to Government 
have since been bifurcated. 'The MiniBtry·is ftG'IO in charge of a full 
time Secreta,·y and the present Chairman, Central Water a'nd Powe-r 
C'omrmisrion does not enjO'y ex-officioSecretlariat !Statui. 

Appointmen.toj,tm Administrator in the HiTa'kud Dam Project. 

R 91. The sub-Committee are driven to the 'conclusion that 
in rthe case of an enormou.s project of this kind undertaken by the 
'Cent4'al Govrernmentin a remote locality,the conditiQns are consi-
'derably diiferent from those of projects undertaken by State Gov-
·ernmentsunCller their·own immediate control and observation.· • • • 
The sub-Committee ,consider that in such oases, there .&hould be a 
full-ftedgedhigh level General Administrator In charge of the project 

.as a whole, controlling all aspects including land problems, irrigation 

.and other economic matters. The General Administrator should 'be 
·8 :specially selected Officer of wUle and varied administrative experi-
.ence to 'exercisetlie maximum possible authority .and powers in con-
,.itation with a Financial Officer ·of adequate status and powers and 
who could be .elied 'upon 'to, pay due lIegard to local problems ,and 
:sentiments and the wishes of the State Goyernment. Ai:iequate Gov-,·emmam_I. ..m ·Parliameatary eentml,08l1 he seetIl'ed. by. ,aid3'Of 
a strong A1Idit cd other suitable _eaaures. • •• • 

MINISTRY OF IRRIGATION AND POWER 

MEMOllANBUK 

Not .accepted. The Govemmant .of India Moe in charge of only 
'the ~of the HirakudProject and other activities Like 
~ehGbilitAtionaad resettlement are .in charge of the Government.oJ 
·Oriaa.The .pr.aent 41'7'angement 'unde-r which a full-time Chief 
~ .v in charge oj construction work under the over all control 
.()f:the Ce'RbaZ Board is considered Adequate. There is, however. no 
..objection 1M the Gooernment of Orissa .taking overoonstrnctiOn of 
the l'r.o;ect .aM they ·can, .if they coui.der it necessary, appoint 0.11 
.Adri~or for tar Project. 



SEVENTH REPORT OF THE CENTRAL PUBLIC 
ACCOUNTS COMMITTEE 1952-53 ON THE APPROPRIA-
TION ACCOUNTS (CIVIL) 1949-50 AND UNFINISHED 

ACCOUNTS (CIVIL) 1948-49 
Financial powers of the High Commissioner in U. K. and the position 

of the Financial Adviser attached to the Mission. 
R 16. • • • • • • • • The Committee considered the note show-

ing the revised financial powers contemplated to be delegated to the 
High Commissioner for India in the U.K., as also the measures pro-
posed to be taken to tighten up the internal financial control in his 
organisation furnished by the Ministry of External Aftairs (Appendix 
VI on pages 70-71). The Committee feel that the delegated· finan-
cial powers of the High Commissioner are too large and unreasonable 
in some ~pects. Further, in order to make the control of the Fin-
ancial Adviser attached to the High. Commissioner in London more 
effective over the financial transactions of the High Commissioner, 
the Committee su~est that he should be independent of the control 
of the High CommlSSioner and responsible to the Ministry of Finan~e 
in so far as tenderJng of financial advice is concerned and that I the 
kinds of cases in which the concurrence of the Financial Adviser 
should be obligatory should be clearly defined in the rules. 

APPENDIX CXXXJ TO DIE PUBLIC ACCOUNTS COMMITrEE"S 
F1FTEENTII REPORT 195C-55, VOLUME D 

MINISTRY OF EXTERNAL AFFAIRS . . 

Financial powers of the High Commissioner for India in. U.K. and 
the control Of the Fincmcial Adviser at Lond6n. 

As a result of the recommendations of the Publie Accounts Com-
mittee. the question of bringing the financial poWers of the High 

. Commissioner into line with those enjoyed by other Heads of the 

. Missions was considered de novo. The High Commissioner suggest-
ed the continuance of the existing powers with slight modifications 
relating to expenditure onci>ntingencies. This suggestion has been 
accepted by the Government of India. But in respect of other gene-
ral powers relating to grant of advances, recruitment ()f staff, re!l)it-
tances, purchase of stores, etc., the modified powers recommended by 
. the High Commissioner were accepted in respect of 26 items out of 
the 39 items in question and in respect of the remaining 13 items 
necessary action to curtail his financial powers as far as practicable 
is being taken. 

2. As regards the question of independent position of the Finan-
cial Adviser to the High Commissioner in London, it is considered 
that it is not practicable for the Financial Adviser to function at a 
far oft place as an independent officer outside the administrative con-
trol of the High Commissioner with a direct administrative tie-
up with a Ministry in India. For securing adequate financial control, 
the High Commissioner has been provided with a competent officer 
to give him financial advice and this officer is provided by the Fin-
ance Ministry from time to time. Government have also decided to. 
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demarcate clearly the kinds of cases in which the High Commissioner 
"must take the advice of the, Financial Adviser and it is considered 
that the following items should be included in that category :-

<a> All matters pertaining to the placing of contracts etc., by 
the India Stores Department, London; 

(b) AU cases in which sanction of the Government of India is 
necessary under the reduced financial powers of the High 
Commissioner; 

(c) All proposals of contingent expenditure exceeding Rs. 5,000 
non-recurring and Rs. 1,000 per annum recurring; 

'(d) All cases of grant of 'advances' other than those in respeCt 
of which the High Commissioner has been COIr is b,eing dele-
gated amended financial powers. 

In respect of'case_s referred by the High Commissioner to the 
Government of India for sanction, it has already been prescribed 
that such cases should be accompanied by the advice of the Finan-
cial Adviser thereon also and as a rule the Financial Adviser's opi-
nion on such proposals is always looked for before a decision is taken 
in the case by Government. It is also proposed to provide in respect 
of the categories of cases mentioned above that in cases of disagree-
ment between the High Commissioner and the Financial Adviser, 
further. aetion should be suspended by the former till the orders of 
·the Government are obtained, except in emergencies, where it should 
be obli~tory on the part of the High Commissioner to report such 
cases WIth full facts, together with the views of the Financial Adviser 
to the Government of India immediately, 

Non.-&, P.A.C. Fint Report 1951-52, R !lll (ii) • 

• • • • '. Import of Fertilizers 
R 17 .•••• The Committee find from the evidence placed 

bef()re them that large contracts for the supply of fertilisers were 
given to this firm without observing the usual formality of inviting 
open tenders. The firm had a nominal capital of £ 1,000 and a subs-
cribed capital of £ 999 in shares of £ 1 each. The source from which 
the supply came w-as governmental source, and it might have been 
possible to arrange the deed on a Government to Government basis. 
The present transaction which was originally expected to be of the 
order of £ 9 million should not have been put through intermediaries 
and every attempt should have been made for effecting a Govern-
ment-to-Government transaction. 

It is quite obvious that the unnecessary bringing in of interme-
diaries must result in extra cost to the State . 

• • • • .. • • • • • • • • 
Embezzlement 

.. ~ 22. There was an embezzlement of revenue of Rs. 12,736 by a 
, Cashier who failed to deJ?osit the amount into the Bank. The em-

bezzlement was pRrtly facilitated by· the failure to verify daily whe-
ther the -Cashier was remitting all moneys received by him promptly 
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to the Bank. Against this .embeuiement, the ·Cashier's .seeurity ·aad 
provident fundDalance amounting .to Rs. 923 had, been adjusted .aad 
a claim for the reccwery of Rs. 10,000 was stated to be ,under negotia-
tion with an Insurance Company which had executed a fidelity bond. 
The Com·mitt* are informed that the Insurance COlQPany have ac-
cepted the claim for the loss incurred on the first day only, that is 
about Rs. 4000 and they have repudiated the remainder of the claim 
on the gl!ound that the discovery should have been made at least on 
the next day. The Committee desire that in order to eradicate such 
losses in future, only those persons who can pledge adequate securi-
ties both in the form of cash and property should be entrusted with 
·the duties of handling the cash. Further, in accordance with the 
established procedure laid down in the Codes. the entire receipts 
should be remitted daily to the Bank immediately after these are 
-collected. The Committee would stress the importance of all' verifi-
cations of rubUc moneys being calTied out by the higher authorities 
with a ful sense of responsibility. 

APPENDIX LVI TO THE PUBLIC ACCOUN'!'S COMMI'I"ID'S 
F'If'l'EEHTH REPORT 19~55, VOLtJME D 

MINISTRY OF FINANCE 

In accordance with the ,existing instructions in ftle GeReral Fin-
ancial Rules security taken from ,a Govet'1'UlWelJt tOftleeT >VI' a ..mtrac-
tor should be ,in one of the following forms :-

(a) Cash. 

(b) Govemment Promissory notes, Municipal debentures or Port 
Trust bonds. 

(c) P-ost Office Savings 'Bank Pass !Books. 

(d) Post Office Cash Certificates, Defence Savings lOertificates 
and National 'Savings ·Certificmes. 

'(e) Deposit reeeipts of .ftcopjsed baDks applOftd by. !Gov-
-ermnent for the 'purpcJle. 

(f) Fidelity bonds from Insurance Companies of reasonable finan-
cial statuting in fonnsprescribea by Government. 

(g) Other fo:cms of security apeciJically appmved by Govel'llment 
for acceptance in any particular department, e.g., mortgages 
in real property, pntft"al 'IIttCUrlty, etc. 

'In most -of the. Minis.trles,.se.curities ',are Qbtamed in .one of ,the 
forms iadiaated at (a.) to :~ .above Qr ,aometimes, 'part.!:y in . ..o. ne .form 
,and partly in .ano.tl1er.' .Ministries .do JlDt .~a:uy ·,favour .the 



pledging. of property n. 'SeCurity· from Go\Iernment servants entrust-
ed with .C~ier's duties. In the case of property, the wor:k of veri-
fying the legal title of the pledger and ascertaining whether it is 
free from any mortgage or other prior encumbrances would entail 
avoidable labour and may sometimes even lead to legal complica-
tions. Moreover, it will unduly restrict selection of suitable persons 
for cash work if the tendering of security in any particular form, e.g., 
partly cash and. partly property is made compulsory in every case. 
The actual form in Which security is held is therefore best left to the 
discretion and responsibility of the Ministries concerned. The need 
for ensuring that sutlicient and easily realisable security is inc;isted 
on is, however, being brought to the notice of all Ministries concern-
ed. 

The Ministries are observing the procedure as visualised by 
the- . Committee regardingremtttrmce of receipts to Bank. In some 
cases where the amount of collections is smaIl tneyare beiJlgpaid 
into the Bank weekly or at suitable periodical intervals. Embassies 
abroad follow a procedure specifically laid down for them which 
empoYlers them, in specific cases, to· appropriate departmental re-
ceipts towardsexpeaditun. 

The MiniBtry of De/cm.ce haw stated that 80' far as 8ervice per-
scmn.el are c07WerMd, they Me not 'l'equired to pledge security de-. 
posit fYf' to ueC'Mte bonds as they can be adequately dealt with u.nder 
the Services Acts; With 'regard. to Civilia'ItB working in the Defence 
Services sftdthe· Ord1l4ftce FactioTWs 1UlCesrary instructions have bed 
issued uftder (i) Afl'ng Instt'UCtion. No. 59 of 1956 (~icable to Diru-
t01' Gme'rat Ordncmt"e Factories Orga.nisation B** (ii) Na",y In .. 
stT'YCtion.sNct. 55- of 195!1; end (iii) Air FfYf'C6 Imtnlction No. 42 Of 
1957, which provide imer aUa that unlesS' specitteally ~emptecf 
under Government orders, every civilian of!icer who is entrusted with 
the custod.y oj cash «n'. stores. will be. requwed to : -

(a) furnish .eeurity, the. amoont uf 'Which will be ,.egulated ac-
cfYf'ding to circumstances and to local conditions; and 

(b) e%ecute a. security bond .etting forth the CQndititmS ulUler 
which Government will hold. the securitfland fnQ.1J ultimate.. 
ly ref'll:red. or appropria.te it. 

4. The sect/:m'll takeu. from. a Goo~t senxm.' Of' a. cont1'GdfYf' 
should be i" 9'00 of. the folZotuing.jrYrfas subj«t to the coUWtm, . laid 
dawn. VIi theae Re9~ :-

(i) Cash; 

(ii) GOt'emment· promislO17l notes, mu7lieipal d~8 or Pm 
T7"Ut bmtcbj 

(iii) 7Teon.,.., Stlvingl Deporit Camjilea.tes aM National Plan 
CertijiCllAet; 

(iu) POBtOfJice S.J&gtBaM Pa. BbO"'; 

(v) Post OfjiceCas'ltCertijimtft,. Dejena' s-tRg1. Certific:at.ee and 
National Savings Certificate4: 
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(vi) Deposit receipts of the State Bank of India; 
, (vii) Fidelity bonds /rCYm Insurance Companies of reasonable finan-

cial standing in forrrt.$ prescribed by Government. 

Blacklisting of contractors 

R 25. • •••••• In order to prevent any loss of public moneys, Gov-
ernment should consider the expediency of blacklisting such of the 
contractors who fail to refund the amounts paid to them in excess 
and a list containing their names and addresses marked 'Secret' 
should be circularised to all the Ministries of the Government of 
India at frequent interVals, (See also P.A.C, Eighth Report, 1953-54-
R 18). 

Government of India, Ministry of FiDaDee Letter No. D.56H-F.D/ 
53, Dated the 9th Oetober. 1953. 

I am directed to state that in their Seventh Report on the Ap-
propriation !1ccounts (Civil) 1949-50 -and unfinished Accounts (Civil) 
1948-49 the Public Accounts Committee recommended that in order to 
prevent any loss of ~uhlic moneys, Government should oonsider the 
e:rpediency of blackbsting such of the contractors who tail to retz+nd 
the amounts paid to them in e:z:ceBB, and circulating at frequent ift. 
teroalB a list containinp their Mmes and addresses (.marked 'Secret') 
to the various Ministnes/Departments of the Government Of India. 
I am, aocordtngl~" to request that this recommendation-of the Public 
Account! Comm.,ttee may be implemented forthwith and fUU parti-
cular. of the contractor or contractor, so black-listed may be fumis~ 
ed to this Ministrv. as and when ftLCh a case occur, in your org4nisa-«on, 80 thclt further action may be taken in the matter. 

Reciprocal arrangement with the Government ot Pakiltati. /01" award-
ing punishment to the delinquent oflicialB 

R 26 .••• The Committee wanted to know why the salvaged motor 
vehicles and trucks were disposed of below the guidance prices re-
stilting in a loss to Government without the sanction of the compe-
tent authority and why no disciplinary action had been taken 
against the Officers concerned. They were informed that the Deputy 
~giona1 Commissioner" Kanpur, wno had accepted and approved .the 
bids of the auction haa opted for Pakistan and was at present in 
the service of that Govern~ent. It was thus not possible to take any 
action against him (Appendix XI). 

The Committee suggest that the Government of India should en-
ter into a reciprocal arrangement with the Pakistan Government un-
der which all cases of frauds, irregularities commit.ted by the Officers 
who were serving under the undivided Government of India should 
be reported to the respective Governments under wholI\they are 
employed at present. The Committee feel that no Government 
would tolerate the presence of dishonest Officers in its Services and 
it is inconceivable that the Pakistan Government would be interested 
in hushing up the irregularities committeed by its Officers. -
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At'PENDIX XI TO THE PUBLIC· ACCOUNTS COMMl'J.TD."S 
SEVENTH REPORT 1952-53, VOLtnWE I 

MINISTRY OF WORKS, HOUSING AND SUPPLY 

OFFICE M,EMORANDUM No. D-l(480) 

Dated the 13th December, 1952. 

The matter has been considered in" consultation with the Minis-
try of External Affairs and the Government of India are of the view 
that the action suggested is never likely to result in any satisfactory 
working arrangement with the Government of Pakistan. Any recom-
mendations we make Etbout officers who have opted for that country, 
are not likely to receive any consideration and it is difficult to imagine 
that any action will be taken by the Govenunent of Pakistan. In any 
case, they are sure to ask for their own independent enquiry before 
taking any action which they would not be in II_position to do with-
out access to the original papers and record. We have received no 
co-operation from that Government in cases which have heretofore 
been referred to them, and we consider that this would, in the end, 
turn out to be a one-sided arrangement which will serve to embarrass 
our Officers without producing any satisfactory result so far as officers 
who have opted for Pakistan are concerned. It would therefore be 
quite futile to try for a reciprocal arrangement with Pakistan in this 
matter. 

MEMORANDUM 

(ReeelYell with Lok Sabha Secretariat Jetter No. 46(16)-ro/55, elated 
1'7-1-55). 

MINISTRY OF HOME AFFAIRS 

• • • • • • • • • • • • • 
• • • • • • • • • • • • • 
2. The procedure reeommended by the Committee for dealing 

with employees agaimt whom. disciplina"1l p"'oceedings were pending 
before partition was referred to the Pakistan Government tor a.rriving 
at a reciprocal agreement in the rm.atter. The Pakistan Government 
hiwe declined to agree to the proposal em the following g'rO'Unds :-

(i) Some of the witnesses may be residing in the country in 
which the case originated and may be u.nwiZling to give 
evidence or to go to the country in which the enqui!tl is 
held. Both the prosecution and defence will thus BUffer Q8 
the enquiries will probably in all cases drag em fOO' an in-
definite period and eventually prove injrt£Ctuous. 

Oi) The cases in question are now at least eight years old and it 
win be diflicutt to establish the facts in issue beyond reason-
able doubt. 

: 3; In view of the Pakistan Gooemment's f'eply, it is comidered 
that no useful purpose win be Hn1ed btl pursuing the mattet". 
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Lossn- due to non-~t Dcmce of rHN a.M ."...dIr.iIIIe "*' ~ .. of' et)7remet8PecijIc~ . ' .. 
R 27. The. COmmittee observe that the lossof' pdtJieJ.llOEys can 

be broadly attributed to one or other of the following causes: 
(i) misuse of financial and administrative powers vested in a 

particular authority; 
(ii) disregud of the codal and financial rules and audit objec-

tions; 
(iii) wilful negligence in the proper spending and aecountal of 

public funds; and 
(iv) relaxation of agreements or contracts. 

The Committee feel that the relaxation of the specifications 
agreed u.pon in a contract results in the possible loss. To counter such 
a situatiQQ, the Committee reiterate the recommendations made in 
the past that the financialeftect of such rela¥ation should be taken 
into aCCQunt before it is ~eed tOj the contracts should be business-
like and the draw:ing Oflicers should exercise every possible care, 
vigilance and prudence before they commit the Government to any 
financial ellRbal'rassment. . . 

The Committee also notice that there seems to have grown up 
a tendency among the Executive Officers to regard the breach of 
rules of procedure as of little consequence and it is this tendency 
against which they should like to' SQQnd a note of warning. Depar-
tu,re froUl_p~ced\1l'e should D:0t be permi~ted at all as it paves the 
way for'aU kihdS' of-eVils aildc<MSequentiallOSleS,frauCIs, embe'" 
ments, thefts, pilferages, bribery; 8U eerruption . 

• • • • • • • • • • ••• • • 
Classification, Control and Appeal Rules. 

R 37. The Committee discussed at lOme length the constitutional, 
adDrliniRrativ~ and.: ._.fteIo iDap1iat~, Wlderlying the Memorandum 
submitMti too.them by th.e.Min.ist.ry of Home Mairs pursuant to action 
taken OD. the ~km.s made ill Pua 48 of their r1l'8t Repon, 
53 (Appentir! XVLI 011 PalM 89.-90). The MinistrY have stated then!'-
in .... tatiUa:oe-ither pessib1e DOl' desirable to simplify the exiSt-
ing procedure or to make it more summary. 

. ···While recognising the utmost importanee· of securing to the 
Civil Servants ccmditions in which they cap function with indepen-
dence of j\ldgmentand' without fear ar favour, the Committee con-
sider it no less important that the procedUral' rules and regulations 
should not be such as to make it extremely difficult to bring to book 
any official who is fOlolIld guilty of neglecting public interests 01" of 
de!'elietioll of duty. The- CommitteewoWd go so far as. to r~ommend. 
if necessary, for purposes of achieving the objective mentioned 
above, an amendment to the provisions of Article 311 of the Consti. 
tution"with a view·to·senrlo,a .fair balance'between the interests 
of the State· anet ·the·inclivid¥ii ~ .. 1'\t~t····· 
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APPENDIX LXXV TO TIlE PUBLIC ACCOUNTS COMMITTEE'S 
FIFTEENTH REPORT 1954-55. VOLUME II 

MINISTRY OF HOME AFFAIRS 

This has been examined and the conclusion reached is that the 
provisions of Article 311 (2) embody a salutary principle of justice 
and public policy, viz., that no man should be condemned and punish-
ed without a reasonable opportunity of defending himself and showing 
aause against the action proposed to be taken. There is no good 
reason why there should be objection to compliance with this . 

. The main stage is that of the enquiry when the officer is furnished 
with a charge-sheet evidence is recorded, and he puts forward his 
defence, and argues out his case. The enquirying officer after com-
pleting his enquiry submits his report. If the officer is found guilty 
of the charges and it is proposed to impose one of the major penalties 
of dismissal, removal or reduction, Article 311 (2) merely requires 
that he will be given an opportunity to make a representation 
against the specific punishment proposed. Prior to that stage, the 
charges are unproved, and the Government servant concerned is not 
in a position to show cause against the action proposed until specific 
findings on charges against him have been reached and the grounds 
for such findings are made known to him. There is no reason why 
there should be any delay at this stage of showing cause. 

The question, however, of omitting "reduction" from the scope 
of Article 311(2) and of restricting this procedure to cases of "dismis-
sal" or "removal" is under consideration. 

NOTE.-S« P.A.C. 1946-47. R 1 and P 40 1947-48 (pre-partition) R 2 (Epitome Volume 1) 
and First RfPOrt '95)-52, R 48 of thiB Volumt'. 

Working of the Government Hospitality Organisation 
R 38. While examining the Accounts for 1948-49 relating to the 

Cabinet Secretariat, the Committee wanted to know the reasons for 
makin~ provisions in this behalf under t~e Head 'Cabinet-Demand 
No. 55 during the year 1952-53 instead of under the Appropriation 
relating to the President's Secretariat as also the functions of tbis 
Organisation and the agency responsible for exercising control over 
expenditure relating to it. From a perusal of the note furnished by 
the Ministry of Home Affairs in this connection. the COumUttee 0b-
serve that it does not give a complete picture (Appendix XVIU). They 
should like to know the number of 'Entertainment Funds' maintain-
ed by the Government of India. 

APPENDIX XVJD TO TIlE PUBLIC ACCOUNTS COMMtt-rEB'S 
SEVENTH REPORT 1HZ-53, VOLUME I 

MINISTRY OF HOME AFFAIRS 
Note on the Government Hospitality Organisation 

A Government Hospitality Organisation was set up in the year 
1948 to look after the entertainment of State and official guests of 
the Governor-General, Prime Minister and other Ministers. The staft 
and equipment required foJ.' this organisation was drawn from the 
12-5 Campt. A. 0.{58. 
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then existing establislunent of ' the Government House (now Rashtra-
pati Bhavan). The catering cost was to be met from a separate fund 
and it was proposed that a lump sum Contract Grant be made to 
meet this. This grant was intended to cover cost of entertainment 
and expenses incurred in functions organised in honour of guests at 
Government House or elsewhere according to convenience, as well as 
expenses incurred for accommodating State guests. 

2. At the time of sanctioning the Government Hospitality Orga-
nisation Grant, the intention was to introduce it on the lines of the 
Contract Grant which was under the full control of the Military 
Secretary to the Governor-General. Thereafter it was considered 
that the Government Hospitality Organisation may work under the 
general control of the Military Secretary to the Governor-General, 
but it could not be regarded as being of the same nature as the House-
hold and oth.er staft· of the Governor-Genepl paid from the Con-
tract Grant. It was, therefore, in the fttnes!P'of things that the orga-
hisation be brought under the administrative charge of one of the 
Ministries or Secretariats of the Government of India. The Military 
Secretary to· the Governor-General could be e;c-otfi.cio Controller of 
the Government Hospitality Organisation, and in that capacity he 
would be under the control of the Secretariat in charge of the Gov-
ernment Hospitality Organisation, It was therefore decided by the 
Government that for administrative purposes, Government Hospita-
lity Organisation be attached to Prime Minister's Secretariat. The 
budget provision for Government Hospitality Organisation fqr the 
year 1950-51 was therefore included in the Demand for Cabinet 
under the sub-head "A-4. Government Hospitality Organisation". 
This accounts for the inclusion of the provision in regard to Govern-
ment Hospitality Organisation under the Demand for Cabinet, which 
inter alia contains the provision in respect of the Prime Minister's 
Secretariat as well. 

3. The budget of the Organisation is scrutinised·· by' the Prime 
Minister's Secretariat under whose nominal administrative control 
the Organisation functions. The Military Secretary to the President 
who is the Director General of the Organisation, has been delegated 
the powers of the Head of a Department and he exercises full con-
trol over expenditure of the Organisation, 

.. , .- ·Measu:res to reduce losse.s on the All India Radio Journals . 
. , , R 44. In Para. 49 of their First Report of 1951-52, the Public 
Accounts Committe·e suggested that Government might consider 
whether by making a nominal increase in the Radio Licence Fee, and 
in lieu thereof, supplying a copy of the Journal (published in one 
of the Regional languages) gra;tis to the)icenc,ee, a portion of the los-
ses at present ~ustained in the publication of the Radio Journals 
could be met. The Committee considered the note submitted by the 
Ministry in this connection stating inteT alia that the cost of produc-
tion of 8 lakhs or more copies of the A.I.R. Journals would be far too 
high to enable the .loss to be made up by a token rise in the licence ,1ee (Appendix XXIII page 90). 
. . Explaining the p~actical diffic1;ll~ies in implementing the sugge8-

i1l0n, the representatlve of .he· Mmlstry stated that these were due 
ttl the inability of the- Govellnment Press to undertake printing· of 

,'" 
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the Journals on such a large scale and; secondly, in view of the publi-
cation of the programmes in the daily newspapers, the radio listener 
would not have any inducement to subscribe to the 'Indian Listener' 
or other programme journals. The Committee suggest that Gov-
ernment should explore the avenues for charging the newspapers a 
certain amount of royalty, nominal or otherwise, for the publication 
of daily radio programmes. They also desire that this aspect of the 
matter may be considered by the Press Commission. 

The Ministry of Information and Broadcasting stated (pages 
222-223 oj Fifteenth Report 1954-55, Volume 1) as follows: 

The qU,estion of charging a royalty from newspapers publishing 
daiIlI radiO programmes was referred to the Press Commusion for 
adv~e who replied as under: 

The republication at the programme by newspapers does help 
readers, who are not subscribers DO the programme journal, to a very 
great extent, and thus publicity is giv.en to the. programmes of All 
India Radio. It is undoubtedly true that the privilege of publishing 
these programmes also indirectly assist newspapers' in their circula-
tion. Although a levy of a nominal charge would probably not l>e 
objected to by the papers, the Commission does not consider that the 
benefit to the exchequer would be so ~reat as to justify the charge. 
This Ministry agrees with the above vtew of the Press Commission. 

N01'E.--Se<r P.,\,C. l:irsl Report, '95'-52 R. 49. 

Payments by All India Radio to the news agencies should be made 
on the wordage 

R 46. From the comparative Income and Expenditure Account of 
the A.I.R. for the years ended the 31st March, 1950 and 31st March, 
1949 the Committee find that the payments to the news agen-
cies are rapidly going up. The Committee were informed that pay-
ments in question were made on the basis of the number of radio 
licences and not on the wordage supplied or used. The Committee 
feel that it would be more equitable and business-like if the payments 
are made on the basis of, wordage. They desire that the Ministry 
should examine this point at the time of the next revision of the 
agreement with the news a,gencies concerned. 

APPENDIX LXXm TO mE PUBLIC ACCOUNTS COMMl'lTEE'S 
SEVENm REPORT, 1957-58, VOLUME D. 

Copy of Govel'D.,.~t of 1a4fa, l\ftnlsa-y OflnlonnatlODaDd Broad-
casting, New DelhI, 'OBlce Memoraiulum No. It(5)/58-BP, dated 10th 
September,1957. 

The question of payment to News Agencies on the basis of 
wordage supplied or 'Used nas been thoroughly' .examined. Enquiries 
made in this connection reveal that no News Agency of importance 
is being paid on this basis for the service rendered by it. Subscrip-
tions t::> News Agencies are fixed mostly on the basis oj a lump-sum 
payment, either monthly or annually. In the circumstances, it is 
not considered advisable to adopt t~e criterion of wordage supplied 
or 1.u;ed as the balis for fixing payment to News 'Agencies by AU 
India Radio: 
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.2. No. News Agency. was being paUl by All India Radio on the 
bam of the number of hcenc~ except the Press Trust of l1tdia who 
were being paid!-,p to the 31st March, 1956. on a slab system ba;ed on 
the number of hcences. The Press Commission who went into the 
question of payments to News Agencies at length, made a compari .. 
son of the payment made by the British Brdadcasting Corporation to 
the Reuters on the basis of a proportion between newspaper copies 
and receiver sets and recommended that, having regard to the re-
venue they expected from. newspapers and othe1' considerations, a 
flat rate of annas ten per receiver set should be given to the Press 
Trust of India plus the amount f!.Xed, ad-hoc, for external ~ervices. 

It will be seen that no News Age1lC1/ is now being paid by All 
India Radio strictly on the basis of number of radio licences altJiough 
the increase in the number of licences has been taTCen into account. 
~he ~s of subscription is generally arril1ed at on the following- con-· 
,nderations ;-

(1) the 1(101" and utility of the seroice; 
(2) the standing of the agency and its reputatwn; and 
(3) the general level of the subscription paid for the same sera. 

vice by newspapers. 

Maintenance of National Highways 
R 51. The Committee noticed an under-budgeting in Grant 

No. 69-Sub-head E. 1 to the extent of Rs. 13' 41 lakhs for the 
maintenance of National Highways and enquired from the Ministry" 
whether it was proper to recover from the State Governments the ex-
penditure incurred in excess of the allotments made to them by the-
Centre in this behalf. After considering the note furnisl\ed by the 
Ministry in this connection (Appendix XXVIII), the Committee ob-
serve that the agreement reached between the Central and State 
Governments in respect of develop~nt of national highways in 1945 
should be revised in the context of the present constitutional require-
ments. They desire that the Ministry should ascertain the views of 
the State Governments and take early action towards the enactment 
of legislation as envisaged in item 23 of the Seventh Schedule-List I 
of the Constitution .•••••. 

APPENDIX XXVID TO TIlE PUBLIC ACCOUNTS COMMITTEE'S· 
SBVEN'DI REPORT 115U3, VOLUME I 

• 

MINISTRY OF TRANSPORT (ROADS ORGANISATION) 

Maintenance of National H.ighway • 

• • III • • • • • • • ... ... 

4. With regard to the propriety of making recoveries from the-
State Governments for expenditure incurred by them on the main-
tenance of National Highways in excess of the allotments intimated 
by the Centre, the view hitherto taken by the Central Government. 
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_as that, generally, States should restrict expenditure to t;P.e allot-
ments available and that if they wished to incur further expenditure 
on their own behalf, they could do so under the provisions of Article 
282 of the Constitution. 

5. Clearly, a State could not be free to spend at Centre's expense 
any amount it wished on the maintenance of National Highways. 
Government cannot accept the position that excess expenditure in-
curred by the State Governments over the allotments placed at their 
disposal should be accepted by the Centre regardless of the circum-
stances und!r which the excess expenditure was incurred. The cases 
of the States which had exceeded their allotment are being examined 
individually on merits. 

6. The Maintenance and Development of National Highways is 
being undertaken by the State and other authorities as agents of the 
Centre under the terms of an agreement that was generally accepted 
by the States at the Transport Advisory Council meeting held on the 
25th-26th October 1945. The agreement as modified by the Transport 
Advisory Council is attached. It provides that detailed estimates 
for all expenditure on National Highways will be subject to the tech-
nical approval and financial sanction of the Central Government. 
Under ,aragraphs 55 and 57 of the Central P.W.D. Code, the allot-
ment 0 funds operates as sanction to the expenditure to be incurred 
(financial sanction). 

• • • • • 
ANNEXURE I 

Copy of Government of India, War Transport Department letter 
No. PL-13(20), dated the 14th September 1945. 

SUBJECT:-The National Highway Scheme. 
2. (1) Without prejudice to the constitutional position, and sub-

ject to the vote of the Legislature and to agreement being reached 
between the Central and the Provincial Governments in respect of 
the matters set out in para. 6 below, the Central Government are pre-
pared, as part of a comprehensive policy for communications and 
transport and as part of their contributions to the financing of post-
war developments in the Provincial fields, to accept future liability 
for the development and maintenance of National Highways in ac-
cordance with estimates to be approved by them from time to time 
and with effect :-

(i) in respect of maintenance, from the 1st of April 1947; or 
(ii) in respect of "original works" from the date of specific sanc-

tion in each case, which date may in certain cases be prior to 
the 1st of April 1947. 

3. • • • • • The Central Government are, unless there are special 
considerations in any case, prepared to class as National Highways 
.only those roads which are of interest to more than one u.nit of 
.administration in India. Consequently, only those' roads in Indian 
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States have been included in the system which ·are accepted as a 
necessary part of the through communications of the. country 88 • 
whole. 

4. The continuance of allocations from the Central Road Fund to. 
Provincial Governments for road development would, under the new 
conditions and haying regard to the scale of assistance involved by 
the acceptance of National Highways as a Central Hal;>ility and also 
to the financial assistance over the whole field of Provincial Deve-
lopment be an anomaly. In the circumstances the Central Govern-
ment do not consider it necessary that allocations to Previnces iroq) 
this Fund should coritinue. and they prppose therefore that these 
allocations should be discontinued after distribution of the reveri~ 
accruing to the fund during the current financial year. 

6. • • • The special arrangements which the Central Government 
propose in respect of the control of long distance goods traffic on 
National Highways have been dealt with in the "Code" and t~e ex:' 
plana tory memorandum herewith. The remaining cOz:1ditions which 
the Central Government wish to couple with their acceptance of 
Jiability for National Highways and to embody in an agreement with 
Provinces are that :--

(i) Provincial Governments will accept as flnal the decision··of 
the Central Government as to the inclusion of any road in 
the National Highway system, the standards to which the 
different parts of the system are to be developed and main-
tained and as to the priority of execution of any work of 
construction or improvement 

(ii) Detailed estimates for all expenditure on National Highways 
will be subject to the technical approval and financial 
sanction of the Central Government or the ,Central Road 
Board. ' 

(iii) The Central Government will have the right to employ its 
own agency for the development and maintenance of 
National Higaways, but nonnally Provincial Governments 
will undertake this through their Public Works or Highway 
Departments. 

The Central Government will reimburse Provincial Governments 
in respect of establishment and tools and plan.t charges as follows :-

(a) where the work or maintenance is carried out by the regular 
Executive Divisions of the Provincial Public Works l)e.part-
ment, at a rate of 10 per cent. on the work or repairs expen-
diture brought to account, and 

(b) in the case of major projects where establishment charges 
can be isolated, as in the case of large bridges, the actual 
cost of establishment employed on the work without any 
allowance for administration (Chief and Superintending 
Engineers and their offices ) plus a ,fair allowance for wear 
and tear of tools and plant of 10 per cent. of the cost of the 
work whichever is less. 

Nora.-The status or these road. as I'('ga,rd_ the VCIling or the properly therein will not 
be eft'ec:ted by tbrlr clasalfication .. N.ationa, Higbways, and SO )o~ .s thr Provincial Public 
WotJca ·AJrr.ncy is rmpleyrd -on their construction and ntaifttenance llabi1iti~ attachinlt' to own. 
enlUp ,.iTI remain With (he Pl'oviIlCiaI QolremQleJlt. 



1.,. 
(iv) Provincial Governments will regulate traffic, prevent en-

eroachment on road . lands, and promote legislation as n~ 
sary to control roadside (ribbon) development, to restriet 
access to National Highways and to levy betterment (or 
unearned increment) value, all in accordance with ~e advice 
of the Central Government which may be given through the 
Central Road Board. 

NOTB.-·-The Central Gov,:mmcnt lay no claim to ~ive any payment on account of 
levy of betterment value. They arr only concerned that when road. are d"\'eloped from Cell-
tral fuuds in arep.! in which induatrial and residential development I\r.f:,,,aarily follow, the 
betllermeat valur. or.a relonable part thcolT.of, should acCI"Ul' to thepuhlic purse. 

(v) Save with t1'!.e approvaI.... of the Central' Government in ex-
ceptional cases, National Ifighways will be free of all tolls 
or other imposts in respect of all motor vehices on which the 
vehicle tax has been duly paid in a Province or in a "reci_ 
procating" State, that is a State issuing a certificate of regis.. 
tration which under Section 28 of the Motor Vehicles Act 
is valid in British India. 

(vi) Provincial Governments will agree tQ exempt from all Pro,. 
vincial and local vehicle taxes, and to promote such legist .... 
tion as may be necessary to this end, all motor vehicles 
which are the property of the Central Government, other than 
motor vehicles used commercially. 

(vii) In consideration of the relief afforded in respect of National 
Highways, Provincial Governments in applying other re-
sources available to them for post-war develoPment, including 
general Central subventions, will attach particular impor-
tance to the improvement of district and village roads. 

Non.-It is or (l(,unr. understood that befOre reachintf dr.ci.iona on any of the poi •• in 
the fotaoilll conditiolJ/l upon which decwCln would reat with the CeDtre, the Central Govern-
1naat or thf, Q-ntral Road Board would rully consult the wishes of tile Provincial Government. 

THE NATIONAL HIGHWAYS ACT, 1956 

(No. 48 OF 1956) 

Lllth September, 1956] 

AD Act to provide for the declaration of eertaIn.. higlnvays to ..e 
National Ri&'hways aud for matters CODDected therewith. 

BE it enacted by Parliament in the Seventh Year of the Repub-
lic of India as follows :-

1. Short title, extent and commencement.-(1) This Act may be 
called the National Highways Act, 1956. 

(2) It extends to the whole of India. 
(3) It shall come into force on such date as the Central Govern-

meDt lIlay, by notification in the Official Gazette, appoint. 
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2. Declaration of certain highways to be national highwall •. -(l) 
Each of the highways specified in the Schedule except such parts 
thereof as are situated within any municipal areas is hereby declared 
to be a national highway. 

(2) The Central Government may, by notification in the Official 
Gazette, declare any other highway to be a national highway and 
on the publication of such notification such hi~way shall be deemed 
to be specified in the Schedule. 

(3) The Central Government may, by like notification, omit any 
highway from the Schedule and on the publication of such notifica-
tion, the highway so omitted shan cease to be a national high,,;,ay. 

3. Definition.-In this Act, "municipal area" means any municipal 
area with a population of twenty thousand or more the control or 
management of which is entrusted to a municipal committee, a town 
.area committee, a town committee or any other authority. 

4. National Highw~lIs to vest in the Union.-All national high-
-ways shall vest in the l;nion, and for the purposes of this Act, "high-
'W8JS" include- ., 

(i) all lands appurtenant thereto, whether demarcated or not'; 
(ii) all bridges, culverts, tunnels, causeways, carriageways and 

other structures constructed on or across such highways; 
and " 

(iii) all fences, trees, posts and boundary, furlong and mile stones 
of such highways or any land appurtenant to such highways. 

5. Responsibility for development and maintenance of national 
highways.--:It shall be the responsibility of the Central tSovernment 
to develop and maintain in proper rep'air all national highwa}'S; but 
thE' Central Government may, by notlfication in the Official Gazette, 
direct that any function in relation to the development or mainten-
ance of any national highway shall, subject to such conditions, if 
any, as may be specified in the notification, also be exercisable by 
the Government of the State within which the national highway is 
situated or by any officer or authority subordinate to the Central 
Government or to the State Government. 

6. Power to issue directions.-The Central Government may give 
directions to the Government of any State as to the carrying out in 
the State of any of the provisions of this Act or of any rule, notifica-
tion or order made thereunder. . 

7. Fees for services or benefits rendered on national highw4YS.-
(1) The Central Government may, by notification in the Official 
Gazette, levy fees at such rates as may be laid down by rules made 
in this behalf for services or benefits rendered in relation to the use 
of ferries. temporary bridges and tunnels on national highwaYs. 

(2) Such fees when so levied shall be collected in accordance 
with the rules made under this Act. ": 

(3) Any fee leviable immediately before the commencement of 
this Act for services or benefits rendered in relation to the use of 
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ferries, temporary bridges and tunnels on any highway specified in 
the Schedule shall continue to be leviable under this Act unless and 
until it is altered in exercise of the power conferred by sub-secti9n 
~l). 

8. Agreements with State Governments or municipalitie,.-
-Notwithstanding anything contained in this Act, the Central Govern-
ment may enter into an agreement with the Government of any State 
.or with any authority entrusted with the control or management of 
any municipal area in relation to the development or maintenance of 
the whole or any part of a national highway situated within the Stat~ 
·or, as the case may be, in relation to the development or maintenance 
·of any such part of a highway situated within a municipal area Il$ is. 
r€'ferred to in sub-section (1) of section 2 and any such agreemen~ 
may provide for the sharing of expenditure by the respective parties 
-thereto. 

9. Power to make ruZes.-(l) The Central Government may, by 
notification in the Official Gazette, make rules for carrying out the 
purposes of this Act. 

~2) In particular and without prejudice to the generality of the 
foregoing power, such rules may provide for all or any of the follow-.· 
jng matters, namely:-

- .. I 

(a) the manner in which, and the conditions subject to which, 
any function in relation to the development or maintenance 
of a national highway or any part thereof may be exercised 
by the State Government or any officer or authority subordi-
nate to the Central Government or the State Government; 

. (b) the rates at which fees for services rendered in relation to 
the. use of. ferries, temporary bridges and tunnels on any. 
natlOnal hIghway may be levied and the manner in whi~h­
.such fees shall be collected; . _. 

(c) the periodical inspection of national highways and the sub--
mission of inspection reports to the Central Government; 

(d) the reports on works carried out on national highways; 

(e) any other matter for which provision should be made under 
this Act. 

10. Laying of notifications rules, etc., before Parliament.-All 
notifications or agreements issued or entered into under this Act shall 
be laid before both Houses of Parliament as soon as may be after they 
are issued or entered into and all rules made under section 9 shall be 
laid for not less than thirty days before hoth Houses of Parliament as: 
-SOOA as may be after they are made, and shall be subject to such 
modifications as Parliament may make during the session in whieh· 
they are so laid or the session immediately following. 



.a, 
Illegal placing of large amounts under 'SuspenBe' 

:R 67. The Committee note that the following irregularities have-
taken place in this case: 

* 

(i) illegal placing of large amounts under Suspense thus avoid-· 
jng a vote of ,parliament as required under Article 114 (3) of' 
the Constitution. 

* • • • * • 
R 68. The Committee further agree with the views of the Comp-

troller and Auditor-General that in case a scheme of manufacture has 
to be undertaken on behalf of several indentors, the proper course 
would be for the Ministry concerned to evolve a suitable scheme for 
financing such a scheme including provision for rE·covery of advan-
ces' from the parties concerned. 

APPENDIX xxxm TO THE PUBLIC ACCOUNTS COMMITrEE'S· 
8EVENTH KEP.ORT 1952-53. VOLUME I 

MINISTRY OF TRANSPORT 
Note on the scheme of bulk ordering of ,'ood rollers 

A note on the scheme of bulk ordering of road rollers prepared 
~tbree senior officers of the Audit Department, appointed by the 
Comptroller and Auditor-General for this purpose, is attached (An-
nexure I). The facts on which the note has been based may be taken 
as .accepted by the Ministries concerned, viz., Ministries of Works, 
Housing and Supply, Transport and Finance. 

ANNEXURE I 
* • • • 

Large Expenditure Irregularly kept under ·Suspense' . 
. Under Article 114(3) of the Constitution of India, moneys 'can-

not be withdrawn from the Consolidated Fund of India except when: 
they are voted by the Parliament and included in the Appropriation 
Act. In this case, an expenditure of Rs. 3 crores was incurred during. 
the course of several years and the amount was illegally kept under 
Suspense. thus avoiding a vote of Parliament. 

Till recently, this constitutional position had not been sufficiently 
or correctly appreciated with the result that expenditure on certain 
projects for which budget provision should have been made was 
kept und('~ Suspen~e for a number of years ~nd~ng their c~earance. 
One such Instance IS that of "Steel Suspense whIch was strictly a 
State Trading Scheme. It was only in 1949 that the Steel Susp!flSe· 
was abolished and provision for funds was made under State Trad-
ing. Scheme in 1949-50. It is essential that the correct constitutional 
posjtion in this matter should be understood by all. Government 
shpuld take special steps to see that similar irregularities do not oc-
cur. They should make it clear to all the indenting Departments 
Ulat they should accept the full financial commitment in respect of 
their indents and all expenditure incurred on their behalf by the-
Director General, Supplies and Disposals, should be accepted by the-
indentor, without question or reservation. 
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Before taking action on an indent which will involve progress 
payments during the course of manufacture it would be preferable if 
the Director General, Supplies and Disposals, gets a definite accept-
ance of the indentor that he will agree to accept debits in regard 
to all progress payments as well. In case a Scheme of manufacture' 
has to be undertaken on behalf of several indentors the appropriate' 
course would be for the Ministry concerned to sponsor a State Trad-
ing Scheme and obtain .funds for meeting the expenditure under the' 
Scheme, pending recovery from the various indentors after supply 
of finished articles. 
Indu$ion of interest and other overheads in calculating Profit and. 

Loss of State Trading Scheme8. 
R 80. The Committee came across certain instances where the' 

Mmistry of Finance had not taken into account the element of ill--
terest on capital outlay and other overhead charges involved in the' 
running of a particular scheme while calculating the amount o~ pro-
fit or loss accruin~ therefrom. This method is opposed to the normal 
commercial practice and is su~eptible of giving only an illusory pic-
ture of tne real state of affairs .. So long as there is a small plus, it 
is very easy to say that a scheme is being run at a profit. The Com-
mittee should, therefore, like to impress upon the Ministry of Fin-· 
anee and other Ministries sponsoring State Trading Schemes that nO' 
departure should be made from the commercial trading principles in 
th~ case of all trading operations undertaken by the State. They 
consider that from the JX!int of view of the economic working of any 
State enterprise, financIal and accounts control and presentation and 
preparation of accounts from a commercial point of view is sine quCl 
non to its efficient and successful management. . . 

Copy of Govermneat of JlYIia, Ministry of Finance (~rhII_t 
of Eeoaomtc Mal..,.) Oftlce Memorandum No. F-I0(3'7)-B/M, dated 
tAle 30th May 1956. 
SU8JEcT.-Adjustment Of interest on capital invested in Department3 

or undertakings declared as commercial. 
• • • • • • • • 

2. The question of adopting a uniform. procedure in regard to the-
adjustment of interest on Capital invested in commercial department. 
or undertakings has been under consideration for some time. The 
following decisions have been taken in consultation with the Com-
ptroller and Auditor General. 

For purposes of adju.stment of interest, commercial department,. 
and undertakings, covered by Arttcle 61 of the Account Code, Vol. I, 
may be divided into the following three main categories :-

(i) Departments etc. of some standing or those that have already 
started functioning and for which regular capital and re-
venue accounts are being maintained. $0 that the results of 
their working are· aVClilable on the face of Government 
Accounts; 

(ii) Departments etc. in the process of construction or develop-
ment but which when start functioning or going into full 
production would bring in substantial income or revenue and 
where opening of a reveftu.e account is a question of time-
only. 



(iii) Deparim.ents etc. which trom the very nature Or scope of 
their operation are incapable ot yield.ng regular revenue or 
being " source of sustained income and for which the main-
tenance ot a revenue account is considered neither necessaru 
t\c)r deBirable e.g., State Trading Schemes declared com-
tn.ercial. 

3. Established Commercial Departments like Railways and Posts 
and Telegraphs etc. fall under category (i) above. In their cases, 
interest on capital must be adjusted in the revenue account ot the 
Department concerned by credit to the head "22-Interest on Debt and 
other obligation.s-D-Transfer~' to comply with the concepts of com-
mercial accounts. Where the practice is not in conformity with this 
principle, the interest on capital invested should be adjusted in ·the 
revenue account Of the undertaking with effect from the accounts jor 
1956-57 under intimation to this Ministry. . 

4. As regards departments covered by category (ii) above, the 
adjustment of interest will in effect mean capitalisation of such 
charges. As such each such ca.se would have to be decided on its 
merits but where interest is capitalised it should normally be written 
"back to revenue after the project goes into production and surplus 
revenue becomes available. 

5. The Departments falling under (iii) above generally comprise 
Departmenta designed not to create permanent or semipermanent as-
sets or what are called Schemes Of Government Trading or Schemes 
'foT stocking essentials for production, classified in the accounts under 
the major head '87'. the debit to the capitaZ head is, in BUch cases, 
justified only by the magnitude of the outlay involved. Adjustment 
of interest would, therefore, in the absence of a revenue account r • 
. sult in overcapitalisation of these schemes. It hJas accordingly been 
decided that as an e.reeption to Article 61 of Accownt Code Vot. I, 
"nO account adjustment shouZd be made in respect ~of interest Qn 
<capital invested in these schemes; but in order to disclose the true 
"I'esult of the working of such schemes the interest on capital and 
,other overhead charges should be taken into account in the pro-
'lORna and subsidiary account maintained outside Government ac-
.count for these schemes. 

• • • * * * 
lnclusion of financial results of the Working of State enterprises in 

the Explanatory Memorandum on the Budget. 
R 81. • • • • The notes on 'Important Schemes' financed by 

Government and in respect of which expenditure has been ~rovided 
tor during the year 1953-54, as set forth in Section III of the Explana-
"'tory Memorandum on the Budget for that year, do not indicate the 
I'e turn yielded or expected to yield in the course of time from the 
investment made by Government in respect of 3 particular schemf.'. 
'To enable the Members of Parliament to properly appraise the 
financial working of any State enterprise and to judge the produc-
·tivity of expenditure involved in it, the Committee suggest that thE.' 
details of the provision of funds made h1 the Budget in this respect 
should invariably be accompanied by a statement of the financial 
results of the working of that enterprise for the previous year. 

The Public Accounts Committee for 1954-55 (Fifteenth Report' 
1954-55 Volume 1 page 195) were informed that the recommendation 
Ilad been noted by the Ministry of Finance. 
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Internal audit of accounts of the Embassies and Misrions abroad 
R fS:i ... 'II or. The Committee are glad to learn that as a result of' 

the recommendations made by them the Ministry of External Affairs 
have decided to set up a Foreign Service Inspectoratt.' with a view to. 
(.'Onduct an internal audit of the Accounts of these Missions etc. The 
Committee desire that in order to make this intemal check effective, 
the Ministry should appoint, as the Head of this Organisation, an 
Officer of the Foreign Service who may be fully conversant with the 
technique of administration and also have a financial outlook. 
L· .. .. .. .. .. .. • • 

COPY. received with Ministry of External Affairs U.O. No ..... 4-39/' 
ADd/58, dated 1'7-11-58. 

3. The Foreiqn Service Inspecto'I"ate consisting of two. officer, of 
the status of Jotnt Secretary was set up in May, 1954. Both the 
Inspectors are senior officers of Foreign Service, woo have long ex-
perience of work both at the Headquarters Of the Ministry and fn.: 
missions abroad and one fully conversant with the technique of admi-
nistratimt and have a financial outlook. Associated with them is 
a seniOT officer of the MinistTy of Finance, he .is also of the status of 
Joint Secretary, and a qualified S. A. S. Accountant. . 
Audit of accounts of Council of Scientific and Industrial Research by. 

the Comptoller and Auditor General of India and the submission of 
the audited accounts and the Audit Report to Parliament. 

R 86 ....... Under the Rules and Regulations of the Council, the· 
Accounts of the Society are subject to the audit of the Comptroller 
and Auditor-General of India on a consent basis. 

The Committee were informed that the Accounts of the Council 
were post-audited by the Accountant-General, Central Revenues and' 
the pre-audit was done by one of the officers of the Council. 

The Committee, however, note that under t~e present arrange-. 
ments, the audit of Accounts of the Council is being conducted on 
a 'Consent basis' only. In order to place the whole matter on a sta-
tutory basis, the Committee recommended that its Accounts should: 
~ audited by the Comptroller and Auditor-General of India. They 
also suggest that audited Accounts of the Council along with the Audit 
Report should be placed on the Table of the House along with the· 
Annual Accounts of the Government of India. (See also PAC. Six-· 
teenth Report, 1955-56, R 98.) 

Functions of the Central Water and Power Commission. 
. P 131. The Committee desired to know precisely the functions of 
the Central Water and Power Commission. The Additional Secretary 
to the Ministry stated that the main object of the Commission when 
it was set up was to make an appraisal of the resoul"t."t!S of the country 
and to see how best they could develop them for the benefit of the 
nation. It dealt with the river valley projects also. He further stated 
that is entailed various stages before proceeding with any project. The 
first was the planning and, the second was the investigations; some 
times investigations might come first and then planning. It went on 
to the formulation of the project which included design features, the 
economics of the scheme, construction features and other matters, 



Basically, planning and investigation went together and that was a 
matter for which the C.W.P.C. wanted considerable staff, not only to 
,do the field work, but also to think out the details at HeadQuarters. 
'So far as the organisation of the C.W.P.C. was concerned, tne bulk 
'of it was meant for planning, investigation and designs, i.e., it had a 
permanent staff with a very small nucleus which had been sanctioned 
lor C&t1struction. If and when the Commission undertook any major 
construction then temporary staff was appointed for that purpose. 
Most of the States also, he said, came to the Commission for technical 
advice. 

NOTE.·-SH 1'.A.C. Sixth Rc.-port, 1952-53, R·go. 
Administrative A~dit System 

P 134. The Committee desired to know what action had been 
taken by the Ministry of Irrigation and Power in consultation with 
the Ministry of Finance to introduce the 'Administrative Audit Sys-

. tem' in respect, of the various projects under their control. The re-
presentative of the Ministry of Finance stated that it had been pro-
posed that there should be an Administrative Cost Control Officer 
who would work under the Chief Engine~r in-charge of the Project. 
This Officer would be independent of the Construction Engineers 
and would get all the data from them and prepare muster roll,s and 
make payments of the contractors' bills. This proposed system,> he 
further stated, was in the process of implementation so far as Bhakra-
Nangal project was concerned. But the question whether it should 
be extended to other projects was something which they would 

<consider. The representative of the Ministry undertook to go deeply 
.into this questIon and submit a report to the Committee in due 
,course • • • • •. (See also P.A.C. Eleventh Rep011, 1953-54, P 57.) 

.,APPENDIX XLVD TO TIlE PUBLIC ACCOUNTS COMMJTl'EE~ 
SEVENTH REPORT 19&1-58. VOLUME P . 

'SUBJEcT.-Introduction of the Administrative Audit System in 
various mUlti-purpose river valley projects 

1.· • • The Ministry of Irrigation and Power have examined 
-::the question of introduction of the Administrative Audit System in 
the various multi-purpose river valley projects in consultation with 
the project authorities and the views of Government are explained 
: in the succeeding paragraphs. 

2. The Administrative Audit System e.nvisages the setting up of 
an organization in each mUlti-purpose project, independent of the 
project executive, for carryin~ out an internal audit of the project 
transactions. This organizatlon will be in addition to the nonna1 

'accounting and auditing organisations under the control of. the 
,Comptroller and Auditor General. The system is intended to en-
sure an· effective control on costs at every stage of construction of 
the project. According to the proposals drawn up by the Chief En-
ginl!et,C.P.W.D.,Ministry of Works, Housing and Supply. who had 
~ccepted the original recommendation of the Public Accounts Com-
mittee, the functions of "the internal audit organization will be brief-
Jy:-

(j) Scrutiny of contracts entered into by the executive forma-
'tbls from a techriic81 point of view, :with particular refer-
ence to the rates accepted; 
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(U) Examination of the administration of contracts paying spe-
cial attention to unauthorised andlor uneconomical devia-

'tions, issue of stores and machinery to contractors, and ob-
servance of. time for completion stipulated in the contract. 
for various ite~s of work and phases; 

(iii) Site check of work to ensure that materials and workman-
ship provided by the contractor are in accordance with the 
contract. specifications; 

(tv) Technical examination of the contractor's bills, after pay-
ment, to ensure that payment is made only for the actual 
work carried out in accordance with the conditions of the 
contract; stores issued to the contractors arc only those au-
thorised in the contract and are properly accounted for. etc.; 
and , 

(v) To check muster rolls and C. P. bills for departmentally 
employed labour, the progress of work done by the labour 

,and to see that departmental labour is not employed in ex-
cess of requirements or on work which would more economi-
cally be executed by contra'ct. ' -. -

The 'organizations in river valley project~ will have such .other 
·similar functioRS as to suit. the nature of, work. done in these projects. 

, 3. The comments of the Central Water and Power Commission 
and the project authorities and State Governments addressed by this 
Ministry are summarised below :---

Central Water' and Power Commission_-·The creation of an in-
ternal audit organization will mean unnecessary extra expenditure. 
Confusion will be caused in the accounts and payments will be de-
layed by too many people doing the same job of auditing. Further, the 
persons to be selected for the or~anization shall have to be men of 
high integrity and experience in their profession and there is at 
present an acute shortage of engineering personnel especially of the 
type required to man the organization. 

Damodar Valley Corporatioft.--The main point for consideration 
is whether in the present set-up with its foreign Chief Engineer and 
a quality control team under Harza Engineering Co., and at this late 
'Stage of the works, it is really feasible or necessary. On a balance 
of considerations, the Corporation sees no objection to trying the 
~ystem in a limited way in the Panchet Hill Project. 
. , Bha,kra Nangal Project.-The Punjab Government do not consider 
. it nece~sary to introduce this system in the Bhakra NangalProjec't 
f,or the following reasons : ~ 
, (a) The works at Nal1gal which were in an advanced stage of 

construction have since been completed; 
(b) As regards Bhakra Dam, there is already an Inspection Di-

rectorate and this organization is responsible to see that the 
work is done according to specifications and designs by the 
Construction Directorate. The designs are-prepsred by the 
Bhakra Dam Designs Directorate which sees that the,work 
is done ac(.'Ording to the sanctioned plans; 

{c) The entire execution at Bhakra'is earried out departmentally 
and not through any contractor' who may like to' make mbney 

'bY'ignoring specifications; and" , :\' : " 
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(d) The introduction of this system would increase the· cost 
without any corresponding benefit. 

Tungabhadra P1Io;ect (Board Area).-The Board considers that 
the introduction of the administrative audit system on this project is 
unnecessary at this stage when it has almost been completed. 

KOY1l4 Project.--The State Government do not consider it neces-
sary to introduce the system in the river valley projects which are 
being executed in the State, so long as works are being carried out 
.through the agency of the contractors. The question of introducing 
this system will be considered if and when any large river valley 
project is undertaken by the Bombay P.W.D. for departmental execu-
tion. 

Kosi Project.--In view of the great dearth of experienced staff 
and other complications involved, the Kosi Control Board considers 
that the introduction of the system in the Kosi Project is not feasible. 

Hirakud Dam Pro;ect.-At Hirakud, sufficient safeguards, relat-
ing to financial control exist. The view of the Chief Engineer is that 
the works on the project are concentrated within a region of mana-
geable area under the direct supervision of the Chief Engineer, that 
suJ.'ficient checks regarding financial control already exist and that d1e 
proposed system is likely to lead to delay in the execution of work. 
The first stage of the project is nearing completion. 

Rihand Project.-The State authorities have reported that there 
is already an organization going by the name of 'Design and Test 
Directorate' Whose functions cover all that the 'Administrative Audit' 
is intended to carry out. The functions of the Administrative Audit 
System are already provided for in the organizational set-up of the 
Department and, where the construction of a river vaUeyproject is 
undertaken by a long established engineering department"of the State 
Government, there is no need to have;> an additional arrangement for 
'Administrative Audit'. 

Nagarjunasagar Project.---The Control Board considers that as 
the project is in the initial stages the question of introducing the 
system may be postponed till after the tempo of work had increased 
sufficiently. In the meantime, the Board agreed that the Chief 
Engineer could introduce such measures of supervision as he con-
sidered necessary purely as an internal arrangement. 

Chambal Pro;ect.-The Government of Madhya Bharat (sinee 
integrated in Madhya Pradesh) and the Government of Rajasthan 
have no objection to the introduction of the system in the Chambal 
Project. The Chambal Control Board desired to know the reactions 
of the State Governments concerned and the position in regard to the 
introduction of the system in other projects. The Board's comments 
are awaited. 

It will be seen from the above that Madhya Bharat (since inte-
grated with Madhya Pradesh} and the n.v.c. to a limited extent are 
agreeable to introducing the proposed system and that the Nagar-
junasagar project authorities are not against it. All the others, 
namely, Kosi, Riband, Tungabhadra. etc., have either expressed 
themselves against the proposal or do not find it necessary. 
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5. According to the scheme proposed by the Chief Engineer, 
C.P.W.D., the main functions of the "Technical Examiner's Organisa-
tion" will be as indicated. in para 2 above. The functions of the "Sur-
veyor of Works" Organization are as follows :-

(i) Preparation of preliminar~ estimates for all works for which 
administrative approval IS required; 

(ii) Preparation of detailed estimates for all works costing above 
Rs. 40,000. In respect of works costing Rs. 40,000 and below 
though detailed estimates will be prepared by the Execu-
tive Engineer, some check shall be exercised by the Surveyor 
of Works Organisation that the procedure followed in the 
Executive Engineer's office both with regard to preparation 
of estimates and the drawing up of agreements etc., is cor-
rect; 

(iii) Preparation of N.I.T. papers and contract documents in res-
pect of works costin~ above Rs. 40,000. In respect of agree-
ments within A.C.E. s power of sanction the scrutiny shall 
be done in consultation with F.A. to AC.Es. They will also 
scrutinize final agreements when received from the lower 
formations; 

(iv) Checking of the additional items pertaining to works which 
are beyond the powers of the Executive Engineers; 

(v) Planning and designing of important works; 
(vi) Preparation and examination of schedule of rates and speci-

fications; 
(vii) Dealing with legal notices, and suits filed in courts arising 

out of disputes pertaining to contracts. Advise the executive 
formations at all levels on arbitration cases; and 

(viii) Fixing and revision of minimum fair wages. 

The main functions of the Chief Technical Examiner's 'Cell' 
are :-

(i) Inspection of important works after completion as also dur-
ing progress for ensuring (a) quality to specifications, (b) 
execution to schedule, and (c) no undue deviations during 
construction: 

(it) Inspection of works carried out departmentally for ensuring 
no excess use of materials and labour; 

(iii) Checking a percentage of concluded contracts for ensuring 
reasonable rates and no ambiguity in conditions, description 
and specifications with particular reference to negotiated 
contracts~ 

(iv) Checking a percentage of bills after payment with reference 
to measurement books as also check on measurements and 
quality of works executed; and 

(v) Generally to help the Ministry of Works, Housing & Supply. 
Audit and A.G.C.R. on technical points in audit objections, 
draft paras, bilJs, contracts, etc. 

The 'Surveyor of Works' organization has been set up under the 
Chief Engineer, C.P,W,D. and the Chief Technical Examiner's 'Cell 
in the Ministry of Works, Housing & Supply, 

13 .. -5 ~omp. A. G./~B. 
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6. In respect of river valley projects, the recommendation is 
that there should be one organization for the Administrative Audit 
System. The functions of such an organisation will as indicated ear-
lier be more or less on the lines of those of the "Technical Examiner's 
Organisation". The States cannot be compelled to adopt the new sys-
tem but that it was open to the Central Government provided they 
were satisfied that the existing arrangements were inadequate. to 
commend for the consideration of the States the adoption of such a 
system. Further one important development has to be taken into con-
sideration in this connection, namely, the introduction of cost control 
in the multi-purpose projects. The Estimates Committee of Parlia-
ment in their Fifth Report had recommended that a cost accounting 
organization for each project should be set up as soon as a scheme 
was sanctioned and that it should act as a "search-light", point out 
the "bacilli of waste" and the direction in which improvement was 
needed. The authorities of the multi-purpose projects were requested 
to set up cost accounting cells. The cost accounting procedure has 
been in force on the D.V.C. and Hirakud projects. A cell was started 
in Bhakra towards the end of 1955. At Chambal, the necessary staff 
has been sanctioned and further action is being taken. At Kosi, the 
accounts organization is being formed. A beginning has been made 
at the Nagarjunasagar and Rihand Projects. Koyna is only in the 
preliminary stage of construction and cost accounting cells are ex-
pected to be opened at the appropriate time. A cost control unit is 
also being set up in the C.W.P.C. in order to co-ordinate the work • 
in the projects, watch the trend of costs of river valley projects, give 
directions to the project units, where necessary. etc. One Cost En-
gineer and one Cost Accountant are being recruited for the purpose. 

7. At the same time, with a view to evolving a uniform cost ac-
counting organization the Rates & Costs Committee set up by 
this Ministry. were as.ked to go into the question and· make suitable 
recommendations. This Committee have defined the functions of 
the cost control organization as follows :-

"The cost section is to function as an independent fact-collecting 
agency and compiling data for presentation to executive in 
a form most serviceable to them. Its major objectives are, (i) to 
furnish the maximum amount of information from both operation and 
cost angles, (ii) to present in the most practical way the facts that 
reveal actual performances and to aid in the attainment of high stan-
dards of efficiency and therefore, of realisation of maximum economy, 
and (iii) to aid in determining operational policies. In short, cost 
accounting would aim at accounts for operators and project mana-
gers instead of accounts for accountants. It is thus more an ad· 
junct to Engineering Departments particularly of estimating and 
planning than to the general accounting department." 

The Committee have also laid down the following as essential 
conditions for an efficient costing system; 

0) that arrangements and designing of the cost accounting sys-
tem should be suited to the organizational set-up and the 
methods of construction on a particular project, at all levels 
of management down to the smallest field of activity; 
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(ii) that the costing organization should be conversant with tech-
nical aspects of the work to detect flaws in the original data 
amd to offer constructive criticism to improve efficiency; 

(iii) that promptitude and utmost regularity in the supply of 
data to the organization should be ensured; and 

(iv) that where the availability of actual data is not possible in 
time, best approximation should be made and subsequently 
corrected. 

The Committee have also recommended that the cost organiza-
tion should be headed by a competent cost engineer assisted by train-
ed staff and that he should be able to comment on (i) the operations 
which are costin~ more than the estimates, (ii) the possible avenues 
of saving, and (iil) the ultimate cost of the project. This organization 
it is envisaged, should be independent of the executive organization 
but be responsible to the Chief Engineer of the project. 

8. Further, the high-level committee on Plan Projects set up by 
the Government have appointed a team to undertake a detailed study 
of the Chambal and Lakkhavalli Projects. The terms of referenCe 
of the Team, which includes top ranking engineers in the country, 
are as follows :-

(1) To study all aspects of the Project having a bearing on eco-
nomy and efficiency with speCial reference to: 

(a) Utilisation of trained personnel and materials; 
(b) Utilisation of machinery and equipment; 
(c) Construction Plant lay-out; 
(d) Adequacy of original estimates and designs as evidenced 

from actual construction of the project; 
(e) Phasing of construction with a view to studying whether 
(i) timely utilisation of benefits accruing from the Project 

has been ensured; 
(U) it is possible to accelerate accrual of benefits; 
(iii) benefits could be increased by rephasing the project at 

this stage; 
(f) Sufficiency of investigations conducted at the planning 

stage with a view to the formulation of Project Estimates; 
(g) The effect of the above study on the financial results of 

the Project, if any. 
(2) Generally to assess the progress made in construction, the 

reasons for shortfall, if any, and to suggest measures for 
improvements in the future. 

(3) To examine the possibility of decreasing dependence upon 
imported materials and equipment required for the project. 

(4) To examine whether adequate steps have been taken by the 
authorities concerned for fixing and realiSing the contempla-
ted water rates, betterment fees and/or any other rates, 
cesses or taxes. 
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(5) Any other recommendation that the team may like to make 
in order to ensure economy and efficiency in the construc-
tion of the Project. 

It will be observed that the above terms cover some of the, im-
portant functions of the proposed Administrative System. The re-
commendations of the Team in the matter of efficiency and economy 
will be implemented not only in the particular projects investigated 
but also in other major projects in the country. 

9. The Government of India have examined the matter carefully 
and, in the light of the position explained above, come to the con-
clUSion that the purpose for which the Administrative Audit System 
has been recommended can be met by amplifying the functions of 
the cost control organization in the projects in such a manner as to 
provide for spot check of quality and quantity of work and scrutiny 
of contracts from the technical point of view. In other words, the 
duties of the Technical Examiner envisaged under the Administrative 
Audit System and those of the Cost Engineer will be combined in 
cne and the same officer. This arrangement will make for economy 
Without, in any way, affecting the implementation of the essenti.jl.l 
principles underlying the Administrative Audit System. As indicated 
in para 6 above, the system modified on the lines indicated above will 
be commended to the D.V.C., Tungabhadra Board and the State Gov-
ernments through the respective Control Boards for adoption. 

NOTE.-Stt P.A.C. 1947-48(P()~t-partition) R-Io. 

Notes/Memoranda fOT Public Accounts Committee to be signed by 
Secretary or Joint Secretary. 

P 249. ... ......... The Committee directed that instructions should 
be issued to all the Ministries that the Notes/Memoranda submitted 
to them should invariably be signed by the Secretary or the Joint 
Secretary of the Ministry concerned, as the case might be . 

... ... ... ... ... ... ... ... 

Copy of Lok Sabba Secretariat Oftlce Memorandum No. 65(3)-
Fe /55, dated the 13th October 1955. 

In qu~te a number of cases notes/memoranda submitted by the 
Ministries concerned pursuant to action taken by them on the re-
commendations of the Public Accounts Committee or in pursuance 
Of the undertakings given by their representatives, while they ap-
peared before the Committee, to furnish information on points arising 
during meeting are :-

(i) not signed by the Secretary or Joint Secretary. 
(ii) not sho'w71 to audit before submission to the Committee. 

Nion-compliance with the instructions issued in this COnnection 
lead to avoidable delay and result in the" wasting of time of the 
Public Accounts Committee. It is, therefore, requested that all Mi-
nistriu should ensure that the instructions are complied with. 
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ACCOUNTS COMMITTEE 1953-54 (DISPOSAL OF 

TYRES AND TUBES) 

Irregular transfer of contracts . 
.para 3. (IntToduction).-",uThe Committee consider that Gov-

ernment should take serious notice of cases in which it comes to light 
that the contracts in favour of the firms nominated by the successful 
tenderers have been or are being accepted by the Officers concerned 
without prior approval of Government. 

The Committee also suggest that early steps should be taken to 
issue appropriate instructions to the Officers concerned dealing with 
contracts so that public money is not lost by such irregular trans-
fer of contracts. 

'" '" '" '" '" '" '" '" 
Item 4 of Appendix CXLVI of Fifteenth Report, 1954·55, Vol. U 
4. The recommendation has been accepted and instructions have 

issued to the Director General, Supplies and Disposals that in future 
no transfer of contracts should be authorised unless the antecedent. 
and the financial stability of the firm have been checked to the satis-
faction of the Director General. 
Splitting up of big contracts involving sale of goods into sizeable 

lots. 
R 17. The sub-Committee desired to know whether the possibility 

of splitting up the stocks of tyres and tubes in question into sizeable 
lots with a view to attract more bidders was considered by the then 
Director-General, Disposals. '" '" '" The Secretary. Ministry of Works, 
Housing and Supply. agreed that nonnally in cases of big disposals it 
would be desirable to split up the sales into sizeable lots. This method 
should nonnally fetch better prices and should also protect Govern-
ment from having to deal with only one man who might prove diffi-
cult afterwards. In order. therefore, to prevent such losses being 
caused to the Exchequer in future and to ensure the best return for 
the disposal of Government stores, the sub-Committee recommend 
that all contracts involving the sale of goods worth lakhs of rupees 
should be split up into convenient lots at different places and sepa-
rate tenders for each lot should be invited. Such a course, the sub-
Committee consider, would be more advantageous to Government as 
any element of competition between two or three bidders would 
result in better terms being secured. 

APPENDIX CXLVI TO mE PUBLIC ACCOUNTS COMMITTEE'S 
FIFTEENTH REPORT 1954·55 VOLUME II 

MINISTRY OF WORKS, HOUSING AND SUPPLY 
This recommendation has been accepted and instructions have 

issued that as a rule such contracts should be split up into sizeable 
and convenient lots at different places. Where the value exceeds 
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Rs. 25 lakhs (book value and, where book value is not available as-
sessed market value) and it is not proposed to split up 'the 
sale, the D.G.S. & D. have been instructed to take orders of Govern-
ment. . 

It has been noticed, however, that sometimes in respect of some 
stores, price realisations are higher if lots are bigger. In such cases, 
several smaller lots are combined at the auction and sold as one. 
Sometimes in the interest of expeditious disposal, to clear covered 
accommodation required urgently by the stockholder for the storage 
of new stock it may be of advantage to sell in bulk. 

Verijication of the antecedents of the tenderers and bZacktisting of 
contractors with bad record. 

R 18. The sub-Committee note that the Director-General, Dispo-
sals did not verify the bona fides of the firm, before accepting their 
name in place of the successful tenderer. When the sub-Committee 
pursued this poi, It with the representative of the Ministry, they 
were informed tl.at in the case of Disposals stores where cash was 
realised in advance of the deliveries, no such enquiries were institut-
ed. The sub-Committee would. however, suggest that in the case 
of big contracts like the one under report, Government should inva-
riably insist upon the institution of detailed enquiries regarding the 
antecedents and financial standing of the firms tendering for the 
Disposals goods. They also suggest that Government should consider 
the desirability of black-listing contractors with bad record on the 
'Disposals' side also as is being done on the 'Purchase' side. 

APPENDIX CXLVI TO THE PUBLIC ACCOUNTS COMMITTEE'S 
FIl'TEENTB REPORT 1954-55 VOLUME D 

MINISTRY OF WORKS, HOUSING AND SUPPLY 
• • * • • • • • 

The recommendation has been accepted in principle and instruc-
tions are being issued that in contracts for sale of surplus stores in-
volving substantial amounts, the following procedure should be 
adopted :-

(1) Financial Standing.-In the tender form: inviting offers for 
purchase and removal of "large volume of surplus stores, a condition 
will be stipulated under which the tenderers will be required to in-
dicate the name of their Banker. Immediately on opening of the 
tenders, an enquiry will be made from the Bankers indicated by the 
tenderers regarding the financial standing of the tenderer. The 
bank report(s) will be taken into consideration at the time of the 
acceptance of the offers. 

(2) Verification of antecedents.-Under the existing procedure, 
the D.G.S. & D. maintains a list of firms black-listed and those with 
whom business has been banned or suspended. This list will be 
consulted vis-a-vis the tendering firm at the time of considering the 
tenders. The Supplies Wing who maintains a. list of reg~ste~ed .lirms 
will also be consulted. It has also been deCIded, to mamtam m fu-
ture a Performance Register indicating the name and address of the 



RIGHTH REPORT 1953-54 193 

purchaser, the value of the contract and whether or not satisfactorily 
completed. This register would in due course, afford facilities for 
verification of antecedents. 

The existing procedure also contains safeguards to protect the 
interests of the Government. Each tender for the sale of surplus 
stores has to be accompanied by a Deposit-at-Call Receipt of 10 per 
cent. of the tendered value as earnest money which is liable to for-
feiture in the event of tenders not complying with the terms of 
the contract. No part of the stores is released unless the entire 
sale value of the stores is deposited with the Government. 

The above procedure will be applicable to all sales except those 
effected by auction, where generally comparatively smaller amounts 
are involved. In the case of auction sale, a deposit of 25 per cent. 
of the accepted bid is obtained as earnest money on the fall of the 
hammer. The firms are usually required to deposit the balance of 
the sale value. i.e., 75 per cent. of their accepted bids within 7 days 
of the auction sale. Bids at auction sale are to be accepted or re-
jected on the spot and therefore, there is no time to make enquiries 
about financial standing etc. 

Where payments are staggered at the request of the purchaser, 
Government asks for a suitable bank guarantee to safeguard itself 
against possible loss in the event of the whole sale not materialising. 

3. Instructions have issued that contractors with bad records on 
the Disposal side should also be put on the black-list or otherwise 
penalised as is the case with the Purchase side. 

NOTE.--.~'~ P.A.C.Sr.vcnth R<-port, 1932-53, R 25. 

Write-off of irrecoverable dues 
R 19. While discussing the question of write-off of the value of 

tyres and tubes destroyed by fire amounting to Rs. 12,65,000, the sub-
Committee enquired whether any maximum, monetary limit for sanc-
tioning a write-off by the Officers at various levels had been fixed 
by Government and whether cases involving writes-off beyond a cer-
tain limit were put up before the Cabinet for approval. The sub-
Committee were informed that the write-off was sanctioned by the 
administrative Ministry in consultation with the Ministry of Finance 
and when both the Ministries agreed to the proposed write-off, regard-
less of the status of Officers in the Ministry of Finance and the admi-
nistrative Ministry who have agreed to such write-off, it implied that 
the Government of India had sanctioned it. The sub-Committee, 
however, consider that in order to ensure that sanctions to write-off 
of losses of stores, cash etc. are accorded at appropriate levels and 
also to safeguard the interest of the Public Exchequer, a definite pro-
cedure should be laid down specifying the limits upto which the Offi· 
cers at various levels in the Ministry of Finance and the administra-
tive Ministry shall be competent to write-off losses within the over-
all limit fixed for the purpose. Approval of the Cabinet may be pres-
cribed for the write-off of losses beyond a certain limit, say, Rs. 5 
lakhs. . 
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APPENDIX LXVDI TO THE PUBLIC ACCOUNTS COMMITrEE'S 
Ji'IF~'EENTB REPORT 19M-55 VOLUME D 

MINISTRY OF FINANCE 
SUBJECT.-Bonctions to the write-off of losses at appropriate levels 

both in the administrative Ministries and in the MinistTY 
of Finance. 

The present position is that the administrative Ministries are 
empowered to write~ff losses upto Rs. 10,000 in each case, but if the 
losses are in respect of irrecoverable value of Stores not due to theft, 
fraud or negligence, the monetary limit is Rs. 25,000. Proposals in-
volving write-off of amounts exceeding these limits reqUire the con-
currence of the Ministry of Finance. In the administrative Ministries 
as well as the Finance Ministry, a convention has been established that 
officers at suitable levels deal- with such cases, depending upon the 
seriousness of the various considerations involved. The seriousness 
does not merely depend upon the amount involved. In the circum-
stances, it is felt that it is perhaps unnecessary to lay down rigid 
limits, based upon the amount of the loss, for determining the level 
of Officers who should deal with such cases. 

It may be observed that the powers of the administrative Minis-
tries are already restricted. So far as the Finance Ministry is con-
cerned, we have further laid down a procedure that all cases involv-
ing a loss of over Rs. 5 lakhs would be dealt with under the orders 
of the Deputy Minister, Finance. The Administrative Ministries 
have also been requested that all such cases i.e., those involving a 
loss of over Rs. 5 lakhs should. in future, be dealt with under the 
orders of their Deputy Ministers or Ministers before the cases are 
referred to this Ministry for consideration. 



NINTH REPORT OF THE CENTRAL PUBLIC ACCOUNTS 
COMMITTEE 1953-54 ON THE APPROPRIATION 

ACCOUNTS (DEFENCE SERVICES) 1949-50 AND 1950-51 
Losses in the Stores Depots-Report to the Police. 

. R 16 ....... In order to prevent recurrence of such cases, the Com-
nuttee recommend that the Ministry of Defence should issue instruc-
tions that all cases involving material loss or destruction of property 
as a r~sult of fire, theft etc., in the Defence Stores Depots and In-
stallatIons should also be reported to the Police for investigation. 

The Committee would suggest to the Ministry of Defence to exa-
mine the fOint whether under the existing rules regulating the cons-
titution 0 the Boards of Inquiry, it is open to Government to pursue 
the matter further in case they feel dissatisfied with their findings. 
They should like to know, in due course, the views of the Ministry 
of Defence in the matter. . 

The question is u.nder the consideration of the Ministry of 
Defence. 

Fu.nctions of the High Oommissioner of India in U. K. Vis-a-Vis the 
Central Ministries 

R 1-7. For some time past, there has been some obscurity in 
defining the exact scope of powers and functions of the High Com-
missioner for India vis-a-vis the India Stores Department, London, in 
the matter of purchase of stores etc. When the Committee took 
up consideration of the contracts for the purchase of jeeps and other 
Defence Stores etc., entered into by the High Commissioner for 
India in London, they pursued this question with the representa-
tives of the Ministries of External Affairs and Works, Housing and 
Supply. From a statement showing the various Departments of the 
High Commission of India in London and their controlling authori-
ties in India furnished by the Ministry of External Affairs (Appendix 
V), the Committee note that the Ministry of Works, Housing and 
Supply are the controlling authority of the India Store Department. 

.. .. .. .. .. .. 
The India Stores Department, London makes purchases of Stores 

against cross-mandates placed on the Department by the Director-
General, Supplies and Disposals. 

APPENDIX V TO THE PUBLIC ACCOUNTS COMMITl'EE'S 
NIN11I REPORT 1953·54 VOLUME n 

·.MINISTRY OF EXTERNAL AFFAIRS": .. . .. . .. .. 
2. A statement showing the various departments of the High 

Commission of India in London and their controlling authorities in 
India is enclosed. It will be seen. that, although the High Commissioner 
for India in London is under the general administrative control of 
control of the various technical and specialist departments of the 
High Commission vests in the respective Ministries and Departments 
of the Government of India. and not in the Ministry of External 
Affairs. 



196 NINTH REPORT ] 953-54 

3. The Ministry of External Affairs directly controls only the 
Central Departments of the High Commission, e.g., the Chancery and 
the Accounts, External, Consular, Establishment, Organisation and 
Methods, General, Legal and Publicity Departments. This Ministry 
has little to do with the internal administration and activities of the 
technical and specialist departments. 'The subjects mentioned in the 
Audit Reports of the Accounts of the Defence Services referred to 
above concern the Ministry of Defence on whose behalf the stores 
were purchased, and the Ministry of Works, Housing and Supply who 
control the India Store Department. In a note on co-ordination 
and a detailed scrutiny of the budget estimates of the High Commis-
sion of India in London, forwarded to the Parliament Secretariat in 
December 1952 for submission to the Public Accounts Committee, it 
was made clear that the External Affairs Ministry is not in a position 
to comment usefully on. the technical requirements of other Minis-
tries and Departments and that there would be no special advantage 
in introducing a system giving the External Affairs Ministry a theore-
tical overall control over the entire budget estimates of the High 
Commission, The same principle applies to the financial and general 
activities of the High Commission. • • • • 
Statement showin~ the various Departments of the High Commis-

sion of India in London, and their controlling Authorities in India 

Sr~rial Name of the Department Budget Demand in 
which includf'd 

Controlling authority 
in India No. 

r Auditor, Indian Accounts Demand-Audit . 

\I (i) Central DepaTt~nt Demand-External 
Including Chancery. Affairs 

(ii) Legal Adviser's De-
partment. 

(iii) Publicity Organization 
in London. 

Do. 

Do. 

Comptroller and Auditor 
Genttral ef India. 

Ministry of ElCternal AfFairs 

Do. 

Do. 

:3 Indian Scientific Liaison Demand-Scientific Rt'- Ministry ofN. R. 8t S. R. 
Office. search. 

4 Education Department Demand-Education Ministry of Education. 

S Medical Adviser'. Dc- Demand-Medical Ministry of Health. 
partmcnt. 

6 India Store. Depart- Demand-Supplies Ministry or W. H. 8t S. 
~nt. 

7 Comme~ce Department Demand-Commercial Ministry of Commerce 
Intelligence and Sta- and Industry. 
tislic!. 

8 Military, Naval. and D.:fmce Servic;e.- Miniatry ofDefCllce . 
. Air Adviler'. Deptt.. • Effective Army. Navy 

and Air Forces. 
__ ......... a_ ... ___ ¥. _____ •• _ •••• ___ " __ • __ • __ • ____ .. __ •• _____________ _ 
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Inspection of Defence Stores purchased abroad 

R 19. As the Rules did not make any mention about the arrange-
ments that existed in the India Stores Department, London, for the 
inspection of Defence Stores. such as arms and ammunition, pur-
chased in the U. K. and the Continent an enquiry on that point was 
made by the Committee from the Ministries of Defence and Works, 
Housing and Supply. In reply, the latter Ministry has stated 'that 
tht' arrangement for the inspection of various categories of Defence 
stores, is not always uniform. There are no technical officers on the 
staff of the I.S.D., tondon, with knowledge of modern weapons. • '" .'. 
The Committee desire that Government should consider the question 
of adequately equipping the I. S. D., London for carrying out the 
inspection of such stores as well. 

The Ministry of Defence have stated (Fourteenth Report 1954-55 
Volume I Pages 78-79) as below:-

This Ministry do not consider it practicabZe to appoint Defence 
Inspectors on the lSD, London for inspecting the arms and ammu-
nitton, etc., purchased abroad. Our major purchases abroad are thro-
ugh the Government of the foreign country concerned and in the 
U. K. particutat·Zy through the Government of the U. K. In such 
cases, inspection is carried out by the U. K. Government agency on 
our behalf and th.ere is normally no need for an'll separate inspection 
by our own inspectors. Where trade purchases are made through the 
D. G. I. S. D. of arms and ammunition and other such military stores, 
the purchases are so varied in nature that we would require a number 
of Inspectors specialised in different items to inspect the stores pro-
perly. In such cases, wherever possible, we engage the inspectors of 
the U. K. Govt. or send our own inspectors from India. In the case 
of M. T. stores, this Ministry has agreed to provide an Army OfJicer 
for posting in the I.S.D., London. This Ministry do not think it is 
either necessary or practicable to do so in respect of purchases of arms 
and ammunition. 

The Ministry of Works, Housing and Supply concurred with the 
above view of the Ministry of Defence (Fourteenth Report, 1954-55. 
Volume 1, pages 79-80). 

Procurement a,nd manufacture of common-u.ser items in India 

R 20. From para. 11 of Chapter III of the Report of the India 
Stores Department, London, for the year 1951-52, the Committee 
note that the various service Departments in India forward indents 
to the I.S.D., London for such items as are quite easy to procure 
in India and were in fact, in production during the last war. The 
Committee could not examine the Ministries of Defence and Works, 
Housing and Supply on the comments made in this para. (repro-
duced below for ready reference) for want of time: 

"In conclusion the desirability of establishing manufacture of 
common-user items must again be emphasised. '" • • 
There appears to be no doubt that if these 'stores are pro-
duced in India the cost will be much less. Indents for some 
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C'f the items under this category were referred back to the 
Indentors to investigate local purchase and in some cases 
the items were withdrawn. It is, therefore, considered most 
desitable that all defence demands, before being transfer-
red to U.K. for procurement should be carefully screened 
with a view to omitting those items which can be manu-
factured in India." 

'1 he Ccmmi ttee would like to know in due course the com-
.ments of the above Ministries in this behalf. In the meantime, they 
would stress the desirability of procuring the common-user items for 
the use of Defence Services in India as such a course would not 
only give a fillip to the in·digenous industries but also conserve our 
foreign exchange resources. 

The Ministry of Defence have stated (Fourteenth Report 1954-55 
Volume I pages 80-82) as below:-

Demands for Defence stores are normally placed sufliciently 
ahead of the period for which the stores are required. In accordance 
with the procedure now in vogue, chances of demands for dejence 
stores which are produced indigenously being placed on overseas 
countries have more o-r less been eliminated. I'll. order to ensure thai 
this is done, aU demands are vetted by technical authorities before 
being placed on overseas countries. Items which in their kn01.vledge 
can be procured indigenously are deleted from the demnnds. A copy 
of aU demands placed abroad is also forwarded to the Director Ge-
neral Ordnance FactOries, Director General. Supplies and Disposal 
and the Ministry of Commerce (Development Wing) (if the value 
exceeds Rs. 10,000) in order to enable them to explore the possibility 
of indigenous production and advise the indentors whether the items 
can be procured or manufactured within the country. Based on 
their advice, trial demands are placed on indigenous sources of sup-
ply and if the stores supplied agai'nSt these trial indents are found 
acceptable, then further demands for the items in question are plac-
ed on the indigenous source of supply even if a higher price has to 
be paid, and action is taken to cancel supplies from foreign sources 
to the extent possible. All local resources are also tapped in respect 
oj items of simple and petty nature before they are demanded from 
abroad. All the important and costly indents are placed with the 
prior concurrence oj ·the Ministry of Defence and Finance (Defence). 

The problem of attaining self,:sujJiciency in respect of Defence 
requirements of stores is continually under active consideration of 
the Government of India. There is a standing Committee caned the 
Imported Stores Screening Committee, which is engaged in the e:ra-
mination of all categories of Defence StaTes which are procured from 
abroad with a vi.ew to examininq the possibility of their indigenous 
production'/procurement. In th'LS task, the C"ommittee is assisted 
by various Sub-Committees which include representatives of the 
DGS. & D., D.G.O.F. and MinistrM of Commerce and Industry 
(Development Wing) in addition to the representatives of the De-
fence indeontors. 
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The Imported Stores SCTeening Committee recently directed it. 
various Sub-Committees to draw up agreed lists of stores which could 
continue to be imported because their manufacture in I>ndia has not 
been established. These lists are nearing finalisation. Once they 
have been fill·alised, Service authorities will not be allowed to indent 
on D.G.I.S.D., London or on the I.S.M., Washington for stores not 
included in the lists. It is also intended that the lists should be re-
vised annuall1/ so as to make sure that meanwhile capacity for some 
of the items l.ncluded in the lists has not been developed in India. 
When those lists come into force, there should be little chance of 
orders being placed abroad for items which can be produced in this. 
country". 

The Ministry of W. H. & S. have stated (Fourteenth Report 
1954-55 Volume I pages 82-83) as below :-

It is only in. order to obviate possible delay in routine indents 
for imported stores through the D. G. S. & D. that Defence indentors 
have been permitted to place indents jor stores known to be procur-
able only in t'he U. K./U.S.A. on the 1. S. D./India Supply Mission 
direct. They are, however, required in such cases to record a certi-
ficate to the effect that the stores involved are not procurable from 
indigenous sources. Even so, copies of such indents are required to 
be sent to the D.G.S. & D. so that a furlher check regarding avail-
ability from indigenous sources can be carried out before a com-
mitment is made by the l.S.D./I.S.M. Despite these precautions 
there is a possibilitu Of cases arising in which stores available in-
digenously are included in indents placed on V.K./V.S.A. mainly 
by oversight. In order to obviate such contingencies in future, a 
list of such items as are definitely known to be not procurable in 
India is being compiled by the Imported Stores Screening Com-
mittee, which includes a respresentative of the D.G.S. & D. and the 
Development Wing of the Ministry of Commerce & Industry. This 
Committee is also compilin.g a list of items for which it is desirable 
to develop indigenous capacity. Once these lists are compiled and' 
the Defence Indentors also act on the basis of the list's, the chances 
of indigenou8ly produced articles being indented 'for from abroad 
will be eliminated. The Ministry of Defence have also been asked 
to consider what further action can be taken by them to tighten up 
the screening of indents pending compilation of list of items 'Which 
alone have to be imported from abroad and to establish manufacture 
of .common-user Defence items. 

Destruction of files regarding purchase transactions 

R 41. • • • • The files regarding purchase transactions should be 
kept for longer periods so that Government could be in a position to 
resist any claims from suppliers at a later date. The Committee re-
comme.nd that the existing instructions regarding destruction of 
files should be carefully examined and modified to ensure that Gov-
ernment interests are not jeopardised. by premature destruction of 
files. (See also P.A.C. Tenth Report 1953~ R. 26. Thirteenth Report. 
1954-55 P. 190.) 
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Copy of lDstrocUous Issued. under MInistry of Defence U. O. No. 
F.7(5)/I154D (Coord), dated. 8-2-55. 

* • * ·The existing instructions are already comprehensive en-
ough and ensure that important files are retained for five years or 
more as considered necessary. However, in view of the specific re-
commendation of the Public Accounts Committee, the Ministry of 
Defence wish to emphasize on aU concerned that files relating to 
purchase transactions should be retained for a mmimum period of 
five years and in the case of important purchases, the files might be 
retained for a further period upto 10 years, if cOfl.lidered necessary. 
Before files relating to purchase transactions are destroyed, orders 
of the senior officer of the status of General or equivalent (or an 
Under Secretary in the Ministry of Defence in the case of the files 
belonging to the Ministry) should be obtained . 

. The Ministry of W. H. & S. have stated (Fourteenth Report 
1954-55 Volume 1 page 85) as below :-

According to the existing instructions, no purchase files can be 
destroyed until three years after due completion of the contract. 
This period should normally be sufji£ient for audit scrutinytq. be 
carried out. Instructions have, however, been issued to the Purchale 
Organisations that cases which are the subject ffl4tter of atidit obje-
ctions should not be destroyed until the necessary review has been 
made by the Public Accounts Committee. 

Purchase of Stores 
R 43. • • • The Committee wish to lay down for the guidance of 

various Ministries in future that no contract should be negotiated 
through intermediaries having little or no standing Qr Which appear 
to have been formed a few months before the contracts are nego-
tiated. It is also essential that in all cases where contracts or 
transactions are entered into with private firms, every care should 
be taken to verify their financial position through Banker's refer-
ence or by consultation with the Government concerned. It is al-
ways desirable when dealing with private firms in a foreign country 
to take both our Ambassador in that country as well as the Govern-
ment concerned into confidence particularly as in these days sup-
plies of Defence stores are not possible from a foreign country with-
out the concurrence ana co-operation of the Government of that 
country. 

The Public Accounts Committee, (Fourteenth Report, 1954-55. 
Vol. I page 85) were informed that the Ministry of Works, Housing 
and Supply had 'already issued instructions to their purch.asing 
organisations. So far as the Defence Ministry was concerned th.e 
·observations of the Committee would be borne in mind. 

Payments relating settlement of cases out of Court 
R 46 ...... A rule similar to Law Officers Rule No. 173 of the 

Government of Bombay which p.rovides that "no suit or other civil 
proceeding is to be settled out of Cour.t or compromised in the 
Court without the express orders of Government' should be adopt-
-.ed by the Government of India in order to avoid recurrence of such 
.cases in future. 
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Copy of Oftlce Memoramlum No. 1432/55-Adv. c1a.ted 29-3-1955 
from the Govenuneat of 1ndJa, Ministry of Law, to all Ministries of 
~e Goverament of 1ncUa. 
SUBJEcT.-InstMLctions regarding compromise of cases of the 

Government of India 
In order to define clearly the authority of advocates and other 

legal practitioners to compromise cases on behalf of the Government 
of India, the following instructions are issued. 

2. Advocates or other legal practitioners engaged on behalf of 
the Government of India should not settle out of court or compro-
mise any suit or other civil proceeding without the express sanction 
of the Government save in exceptional circumstances when there is 
not sufficient time to consult appropriate authorities of the Govern-
ment of India and when not to settle or compromise the matter 
would be definitely prejudicial to the interests of the Government. 
When in exceptional circumstances su:ch compromise or settlement 
is made without the e.rpress authority of the Government of India, 
the advocate or other legal practitioner engaged on their behalf 
should record in writing special reasons for entering into the com-
promise or settlement on his own authority. Similar instructions 
would apply to reference of a case to arbitration except that as such 
a course is not required to be taken urgently the advocate or legal 
practitioner engaged O'n behalf of the Government of India should. 
in each case, obtain the previous sanction of the Government before 
agreeing to arbitration on their behalf. 

3. If Vakalatnama or Power of Attorney is to be executed in 
fat!otL1' of the adtlocate 01' otl1er legal practitionel' to be engaged on 
behalf of the Government of India care should be taken to incorpo-
rate the above condition therein. 

4. All Ministries of the Government of India are requested to 
bring the above instructions to the notice of advocates and other 
legal practitioners who are engaged on behalf of the Government of 
India in any suit or other legal l'roceeding. It is also proposed to 
communicate the instructions to ihose State Governments which 
undertake the conduct of litigation of the Government of India thro-
ugh their law o/Jicers. 

Copy of Oftlce Memorandum No. 3826/56.Adv. (8), dated 24-7-
1956 from the GoVerumeDt of India. Ministry of Law, to all Ministries 
of the Government of IndIa. 
SUBJECT.-Instructions regarding compromise of cases of the 

Government of India 
Attention is invited to paragraph 3 of this Ministry Office Memo--

7'andum No. 1432/55-Adv., dated the 29th March 1955, which requires 
that the restrictions laid down in paragraph 2 thereof should be in-
corporated in the Vakalatnama or power of attorney, if executed. 
Accordingly a form of Pow~r of A~tomey embodying .the required 
condition is enclosed herewtth, whICh may be used \n all courta 
other than the Supreme Court. All Ministries of 'the Government 
of India are requested to bring the above instructions to the notice 
of their attached offtce,. 



202 

Before • 
in the Court of 
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•••••••• I •• I •••••• I • 

.................... 
Plaintiff 

~rendant 

VC'rau8 

Plaintiff 

Claimant 

Appellant 

Petitioner 

Respondent I ~~ 
The President of India doth hereby appoint and authorise Shri 

------------ to appear, act, apply, plead in and 
prosecute the above described suit/appeal/proceedings on behalf 
of the Union of India, to file and take back documents, to accept 
processes of the Court, to appoint and instruct Counsel, Advocate or 
Pleader, to withdraw and·· deposit moneys and generally to repre-
sent the Union of India in the above described suit/appeal/proceed-
ings and to do all things incidental to such appearing, acting, ap~y­
in.g, pleading and prosecuting for the Union of India SUBJECT 
NEVERTHELESS to the condition that unless express authority in 
that behalf has previously been obtained from the appropriate offi-
cer of the Government of India, the said Counsel/Advocate/Pleader 
or any Counsel, Advocate or Pleader appointed by him shall not 
withdraw or withdraw from or abandon wholly or partly the suitt 
appeal/claim/defence/proceedings against all or any defendants/ 
respondents/appellants/plaintift's/opposite parties or enter into any 
agreement, settlement or compromise whereby the suit/<eppeal/pro-
ceedings is/are wholly or partly adjusted or refer all or any mat-
ter or matters arising or in dispute therein to arbitration PRO-
VIDED THAT in exceptional circumstances when there is not suffi-
cient time to consult such appropriate officer of the Government of 
India and an omission to settle or compromise would be definitely 
prejudicial to the interest of the Government of India the said 
Pleader / Advocate Of Counsel may enter into any agreement, settle-
ment or compromise whereby the suit/appeal/proceedings is/are 
wholly or partly adjusted and in every such case the said Counsell 
Advocate/Pleacier shall record and communicate forthwith to the 
said officer the special reasons for entering in'fo the agreement, 
settlement or compromise. 

The President hereby agrees to ratify all acts done bI the 
aforesaid Shri in pursuance 0 this 
authority. 

IN WITNESS WHEREOF these presents are duly executed for 
and on behalf of the President of India this the - day of -
195 

(Designation of executing officer) 
~ere iDIIC'Ct the na~ of the court or tribunal followed by the full description ADd 
number of the proc:eeding. . 

•• Omit "withdraw ADd" except in cue. or standing counsel and Government Pleaden. 
N.'B.-Inapplicable alternatives Ihould be .co~d off. 
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PeriOdical verification of cash balances with the Imprest Holdcmr etc. 
R 57. The Committee understand that the Imprest and cash ba-

lances of the Units are checked quarterly by an Audit Board con-
sisting of senior Officers of different units. In addition, periodical 
surprise checks of cash balances by senior administrative / executive 
officers are. also carried out and irregularities, if any. are reported 
to the StatIon Commander. The Committee, however, desire that 
the local Audit Officers of the Defence Accounts Department should 
also carry out surprise checks of cash with the Imprest Holders and 
the Defence authorities sho!1ld render them all necessary facilities 
to carry out such checks. 

R 58. The Committee note that despite the existence of the 
Quarterly Regimental Boards, cases of defalcations, misappropriation 
of casb etc. were not infrequent as disclosed in the Accounts for the 
years under report. The representative of the Ministry of Defence 
stated that there had been a steady improvement in this respect and 
he assured the Committee that the defects would disappear gradu-
ally. 

The Committee, however, desire that the Ministry of Defence 
should examine the adequacy of the various internal checks includ~ 
ing checks by the Defence Accounts Department, on the cash ac-
counts in consultation with the Controller General of Defence Ac;-
counts, the Ministry of Finance (Defence) and Comptroller and Au-
ditor General and suggest improvements, if necessary. 

APPENDIX XI TO THE PUBLIC ACCOUNTS COMMlTl'EE'S 
NINTH REPORT 1953-54 VOLUME D 

MINISTRY OF DEFENCE 
•• • • • • • •• 2. Under the existing regulations all public accounts (including 

imprests) and cash balances of units are checked quarterly by an 
audit board consisting of senior officers of different units. In addi-
tion, periodical surprise checks of cash balances by senior admi-
nistrlltive/executive officers are also carried out and irregularities, 
if any, are repOrted to the Station Commander. 

3. In view of the above and the fact that officers of the Defence 
Accounts Department have to give advance intimation of their arri-
val in the units and they have no executive authority over the offi-
cers operating the accounts, surprise check by them, as suggested. 
by the Com.mittee, was not found either necessary or practicable. 
Under the existing rules, however, local audit officers of the De-
fence AccoWlts Department are already vested with the power to 
check cash balances of the units whenever they find the accounts 
to be unsatisfactory and feel the necessity for such a check. The 
Government are satisfied that the existing arrangements are ade-
quate. 
APPENDIX XU TO THE PUBLIC ACCOUNTS COMMl'lTEE'S 

NlNETEENm REPORT 1955-56 VOLUME D 
MINISTRY OF DEFENCE 

The recommendation has been carefully examined in consulta ... 
tion with the Ministry of Finance (Defence) and the Controller 
14-5 Compt. A. G./58. 
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General of Defence Accounts. Our view is that the responsibility 
for the verification of cash with imprest holders should rest fully and 
squarely on the administrative authorities rather than on the audit 
authorities. It is understood that, on the civil side also a similar 
view prevails. No surprise check of cash balance is done on that 
side and even ordinary check of cash balance during the course of 
audit is discouraged. 

3. The Controller General of Defence Accounts has examined 
the administrative and financial implication of the measures that 
would have to be adopted if his Department were to carry out sur-
prise checks on Imprest Cash balances. His views are summarised 
below:-

(Ii) It is very difficult to ensure a strictly surprise check by 
the Local Audit Officer. If his programme is advertised 
bei'orehand, even by so much as an hour, the element of 
surprise disappears colTespondingly. 

(ii) The moves undertaken in pursuance of surprise checks of 
cash will interfere with the normal programme of inspec-
tion and review which receives advance concurrence of the 
Controllers. Alternatively, if such moves are also to be pro-
vided for in the programme, there is no element of surprjse. 
Besides, surprise checks may have to be conducted accord .. 
ing to exigencies of particular situations and it would be 
impracticable to provide them in the normal progr-amme. 

(iii) Assuming that the surprise check of cash balances will 
have to be carried out once a year, it will be necessary' to 
substantially augment the cadre of the Local Audit Officers. 
Besides an increase in the complement, considerable extra 
expenditure on travelling allowances will also have to be 
incurred. . 

The Controller General of Defence Accounts is of the opinion 
that judging by the extent of fraud in cash accounts disclosed dur-
ing the last few years and the checks exercised by the administra-
tive authorities and having regard to the administrative and finan-
cial implications of the proposal, as detailed above, it does not seem 
really necessary to superimpose audit check on cash balances, as 
recommended by the Public Accounts Committee. 

Ministry of Finance (Defence) also agree with the views of 
the Controller General of Defence Accounts. 

Nora.--8ce P. A. C. 1947-48 (Post-partition) P20. 

Al'PDlD1X DB TO THE PUBLIC ACCOUNTS· COMMI'ITBE'S 
NlMftEBN'DI REPORT 1955-56 VOLUME D 

MINISTRY OF DEFENCE 
1. The following steps have been taken to ensure adequate 

checQ. of the cash accounts of units and to avoid losses of public 
m<m~:- ;, .,' 

<a> The maiimum amount of cash balance that can normally 
be held at any time by an Imprest Holder is to be fixed by 
B:rigade or equivalent Commander in consultation with the 
Defence AccouJlts authorities. 
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(b) The amount in hand of an Imprest Holder' is to be restrict-
ed by the sanctioning authority to actual and immediate 
requirements and if; not normallI to exceed 10 days' re-
qUll'ements. Cash for payment of normal pay and allowan-
ces in the first week of a month is to be obfa:ined on as re-
quired basis. 

(c) Use of Emergency Cash Requisitions is to be restricted only 
to very exceptional and emergent cases. 

(d) Cash balances of public and regimental funds, when kept 
in the same treasure chest, are to be kept separateLy and 
separate cash accounts are to be maintamed for each. 

(e) At the end of each quarter, the Officer Commanding Sta-
tion is to convene a Station Audit Board consisting of three 
senior officers of ditferent units, or such less number as the 
Area Commander may direct, to check all public accounts, 
including imprest and cash balances. 

(f) Officers commanding units/formations, Heads of offices and 
Inspecting Officers are to conduct surprise checks of cash 
balances. This is also to be done by senior officers. 

2. Local Audit Officers of the Defence Accounts Department 
already carry out periodical checks of cash accounts and have also 
got discretionary power to check cash balances whenever they find 
thE" accounts to be unsatisfactory and feel the necessity for such a 
check. The .question whether it is necessary to introduce any fur-
ther measures of check by the administrative and/or Defence Ac-
counts authorities has been considered in consultation with the Mi-
nistry of Finance (Defence), Controller General of Defence Accounts 
and the Director of Audit, Defence Services. It is felt that the 
existing procedure is satisfactory and that the cases of fraud, finan-
cial irregularities, loss, etc. that occur are more due to failure in 
the human machinery rather than any defect in the system. To 
further tighten up the efficacy of the check of cash balances by the 
Defence Accounts Department, the Controller General of Defence' 
Accounts, however, is issuing general instructions that the discre-
tionary power of the Local Audit Officers to check balances should 
invariably be exercised whenever they are found to be heavy. 

Copy of the Vontroller General of Defence ACClOUDts letter No. 
'JUG/AT-S, dated the 30th August 1955. 
SUBJECT.-Inspection of ctlsh accounts units and formations by Local 

Auditor Of1icers 
The question of tightening up the efficiency of internal check 

exercised by the Defence Accounts Department in the light of the 
recommendations of the Public Accounts Committee was examined. 
In this connection a reference is invited to the Provisions in Section 
I of Local Audit Officer's Hand Book Part II. It will be seen from 
paragraph 4 of that Section that Local Audit OfJi,cns are vested with 
discretion under certain circumstances with the powers to carry out 
(1' verification by actual counting of the cash balances in wnits and 
jcmnations. With a view to further tightening tip the check, it has now been decided that L~l Audit OfJ!.ceTB sh01.l:1~ invariably ca1"f'1/ 
out such veri1ication also In cases of un1.ts / forma:tWnB where the caSh 
balances are found to be heavy.· • • •. 
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Ab'eta'Ce of contTol overproctuctioA ·COIU in N (leed Dockpardl 
. R 63. • •• • While the Committee recognise that at present 

there is an acute shortage of personnel trained in the Cost .Accounting 
work in the country, they would recommend that Government should 
take steps to train sufficient manpower in Cost Accounting and esti-
mating work not only for the Naval Dockyards but also for employ-
ment in other Governmental Industrial Undertaking~. 

The Committee are further of the view that if the initial a~ 
counts are kept on sound lines, things cannot go wrong at a later 
stage. According to themJ Cost accounting is very necessary in 
cases where jobs are executed for outside parties and cost has to 
be recovered from them. It is also necessary for watching economy 
in the Department itself, as a kind of index or barometer to see 
how the business is being done. The absence of estimates provides 
opportunities for all kinds of evils. 

Fixation 01 the (lmount of Imprest and U8e of emergency cash 
requisitilon 

P 85. • '" • A maximum limit in regard to the amount of money 
that an Imprest Holder could draw had been fixed on an ad hoc basis. 
The Controller-General of Defence Accounts infornled the Com-
mittee that the recommendations of the Public Accounts Committee 
that the use of emergency cash requisitions should not be resorted to 
bad been accepted and that the rules had been amended accordingly. 

Advance payments to the U. K. Government for supply of stores 
P 115. The Comptroller and Auditor-General, pointing out the 

advance payments made to the U.K. Government for the supply of 
certain stores to the Government of India. observed that such ad-
vance payments should not normally be made. These arrange-
ments, he added, should be on a reciprocal basis and in the past 
the U.K. Government had not advanced any sums to the Govern-
ment of India for services rendered to the latter. This matter, it was 
suggested, should be taken up by the Ministry of Works, Housing 
and Supply with the U.K. Government in consultation with the 
Ministry of Defence (See also P.A.C. Sixth Report 1957-58 R 71). 

Ministry of Defence has observed (Fourteenth Report 195~55 
Volume I-pages 93 and 94) as follows:-

The matter was taken up by the High Commissioner with the 
U. K., Government and the Ministry of Supply U. K. proposed on 
19th January, 1953 thCIt in future:-

(a) 80% "dvance payments should continue to be made for short 
term delivery orders, i.e., where delivery will not be later thCIn 12 
months; and 

(b) in the case of ~ term delivery orders, pre-pallment will be 
of expenses of U.K. Government incurred from date of placing of 
order till delivery begins and thereafter prf!-lJJCl.yment of 50% per 
annum of value of deliveries .in (I given year; the balance to be paid 
against docu.ments. 
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. The Mi1Ii.t'1l of Supply explained'. that they had to have ;these 
advance, in order to provide for supplies, whit!h are made either fot 
pn>ductionby Government Ordnance factoTiu (Yf' purchases from the 
trade and sometimes Irom stocks. The Ministru has to make paY"' 
ments for purchase 0 raw material, labour charges, etc. and their 
budgetary grants are not sufficient to provide for their own supplie. 
and to meet demands jor procurement made o'n them. The payment. 
they receive from us and similar customers a~e take~ in reduction 
of the expenditure and the vote of U. K. Parhament 1$ sought only 
for the net amount. 

This matter was carefully examined by this Ministry in consul-
tation u'it,. the MinistTJI of Finance (Defence) and it was accepted 
that there 1S no alternattve to making adt'ance pal/ments as required 
"by the U. K. Government but our High COmm1SS'lOn in Lo~don was 
asked to ensure that the system of advance payments appbed to us 
is the sam.e as that applied to other Commonwealth Governments. 
The advatlces should be the minimum necessary for the purpose and 
should not remain unadjusted for long periods. We wanted the High 
Commission to lay down a procedure in consultation with their Fi-
nancial Adviser indicating the broad basis for calculating the amount 
of such advance payments and also the period on the expiration of 
which the stores should materialise or the advance should be re-
funded. Ministry of W. H. & S., has also agreed .with the a~oye vie1:O. 
1vhich has since been communtcated to our H'lgh Comm1sswner tn 
London. 

Standardization of contract forms 
P 167. • ... • • ..... The Committee considered the note furnished 

by the Ministry of Defence (Appendix xxny. The Defence Secretary 
informed the Committee that the question of drawing up of standard 
forms of contracts was considered in consultation with the Minis-
tries of Finance and Law and the view taken was that it was im~ 
possible to lay down a uniform contract form for the use of all the 
Ministries. However, the amendments proposed to be carried out 
in the contract forms pertaining to the M.E.S. Organisation appear-
ed to be on the lines desired by the Committee. Since then, he ad-
ded, efforts were being made to finalise the outstanding amendments 
in consultation with the Ministries of Finance and Law and certain 
important amendments had already been finalised and issued. 

APPENDIX XXII TO THE PUBLIC ACCOUNTS COMMlTl'EE'S 
NINTH REPORT 1953-54 VOLUME U 

MINISTRY OF DEFENCE 
1. While recommenqing that urgent steps be taken to draw up 

suitable forms. of contracts providing adequate saie-gJ,lards to protect 
Government mtere~ts for use by Purchasing Organizations, the 
PA.C. drew attentIOn to Para. 6 of their Report on the Accounts 
for 1947-48 (Post-partition) wherein the desirability of prescribing 
standardised forms of agreements drawn up by committee consist-
ing of the representatives of the Ministries of Finance Defence and 
Law, after review of the existing ones, were to be' brought into 
use. 
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2. In so far as the· Contract forms in use in the M.E.S. are con-
cerned, they are generally on the model of War Department con-
tracts and provide reasonable safe-guards to protect Government 
interests. As a result of their use over a considerable length of 
time before and during the last War, however, these forms were re-
vised in 1947 in consultation with the Ministries of Finance (Defence) 
and Law. Since these forms were taken in use in early 1948, it was 
found necessary to further amend them. As a result some amend-
ments were finalized and incorporated in these forms during 1948 
to 1950. Certain further amendments were drafted and sent to the 
Ministry of Finance (Defence) in batches during Seetember to No-
vember 1951, but were held up in view of the P.A.C. s recommenda-
tions to set up a Committee vide para. 1 above. The q~stion was 
considered in consultation with the Ministries of Finance and Law, 
and the view taken was that it was impossible to lay down .a uni-
form contract form for the Use of all the Ministries nor did it seem 
to be intention of the P.A.C. However, the amendments proposed 
to be carried out in the Contract Forms pertaining to the M.E.S. 
Organisation appeared to be on the lines desired by the P.A.C. 
Since then efforts are being made to finalize the outstanding amend-
ments in consultation with the Ministry of Finance (Defence) and 
Law, and already certain important .amendments have been finalis-
ed and issued. J 

3. A statement showing the defects removed by these amend-
ments is attached as annexure 'A'. 

ANNEXURE 'A' 

Note on Defects remedied by important Amendments. Defects 
removed 

Amendment. 
No. 

10. Contractors are now under obligation to pay "Fair Wages" to 
the Labour, due to specific provision being made in the Con-
tract. 

12. Contractor's agreement to issue old serviceable materials in 
respect of Term Contract, is not necessary. The Garrison 
Engineer may issue such lllaterials if available. 

15. Supply of water for construction etc., from MES sources did 
not form pari of the contract and was previousl~ treated 
as a separate transaction. The uncertainty about MES water 
supply to contractor, at the tender stage, was treated as a 
gambling element by the contractor. The amendment re-
moves this defect and provides for issue of water, available, 
from MES sources, at a stipulated rate. 

19. Tools and Plant were previously issued on loan to the con-
tractor and the rate covered the wages of crew, fuel and 
lubricants only. Therefore, there was no incentive on the 
part of the contractor to use T. & P. efficiently. 
The amendment carried out provides the issue of T. & ~. 
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on Hire and the rates cover Depreciation, Interest, Mainten-
ance, Crew, Fuel and Lubricants etc. The Hire rates being 
much greater than the rates on loan, the contractors do not 
allow the T. & P. remaining idle. 

22. Periodical Services, viz., painting, white washing etc., have 
been excluded from the scope of the Term Contract and 
are being carried under a separate contract at rates cheaper 
than those under the Term Contract. 

26. No provision existed for Extension of Contract period due 
to:-
(i) delay in issue of Govt. stores, or 
(U) reasons beyond contractor's control. 
Non-issue of Government stores is tantamount to a breach 
of contract by the MES and it is not equitable to refuse ex-
tension to contract period for reasons which are entirely be-
yond the control of the contractor. 

The amendment provides the remedy. 
27. The amendment removes the ambiguity and clarifies the po-

sition for delay when the buildings are phased or grouped 
for the purpose of completion dates. 

28 and 29. The contract could not be cancelled by the MES prior 
to the expiry of contract period even if the contractor did 
not proceed with the works, with due diligence. 
The amendment provides for cancellation in such circwn-
stances and also in the event of death of the contractor. It 
also provides for cancellation of contract in part or in full, 
for default on the part of contractor. 

32. The Amendment makes the contractor responsible for sup-
plying wholesome drinking water for the labourers. 

33. The definition of "Fair Wage" has been revised, due to "dis-
continuation of Nerrick rates of labour. 

35. "MES Contractor's Labour Regulations" have been incorpo-
rated in the conditions of Contract. 

NOTE.-&e P. A. C. 1!l47-48 (Post-partition) R6(1) and 17. 



TENTH REPORT OF THE CENTRAL PUBLIC 
ACCOUNTS COMMITTEE 1953-54 ON THE APPRO-

PRIATION ACCOUNTS (RAILWAYS) AND (POSTS AND 
TELEGRAPHS) 1950-51 

Improvement in the overall budgetary control over expenditure 
. on the Railways 

R 13. • • • ... • The Public Accounts Committees of recent years 
have found occasions to comment on the financial administration of 
the Railways. They observe that although the Audit and Accounts 
were separated long ago, there is not the necessary co-ordination 
between the Railway Administrations and the Accounts Offices in 
the formulation of estimates etc. They also feel that the Railway 
Accounts Officers should be further strengthened and re-organised, if 
necessary. 

The Committee, therefore, desire that the Railway Board should 
•••• exercise a rigid overall control at the time of consolidating the 
Budget Estimates submitted by the Railways. They feel that the 
overall budgetary standard and control over expenditure on the 
Railways need improve-ment and should, therefore, like to know 
the measures evolved by the Railway Board to set matters right 
in this direction. 

APPENDIX XIX TO THE PUBLIC ACCOUNTS COMMITTEE'S 
THIRTEENTH REPORT 19M·55 VOLUME D 

Memorandum on Budgeting and Control over Expen41ture ... . . . . . .. 
2. (a) Strengthening and re-organising Railway Accounts Offices 

The Railway Board have been taking steps to tone up the 
efficiency of the Railway Accounts Offices from tt.me to time. The 
system for imparting proper training to staff in 'the Railway Ac-
counts Offices by conducting regular courses was introduced in 1951 
which is still in vo~u.e. The programme of training consists of 
lectures by the Trammg Accountants followed by intensive train-
ing in the practical working of the various branches of Railway 
accounting. Recently, a special conference of the Financial Advi-
sers and Chief Accounts Officers of the Indian Railways was con-
vened by the Railway Board with a view to finding out further di-
rections in which improvement could be effected. The chief cause 
contribUting to deterioration in efficiency in the Railway Accounts 
Offices inter alia was the poor quality of new recruits to the clerical 
grade and dilution resulting from the taking over of the ex-State 
Railway staff of low calibre. After taking into consideration the views 
of the F.1\.. & C.A.Os. regarding toning up the effiCiency of work 
it has been'decided : • 

(i) to strengthen the cadre of clerk .class I by resorting to direct 
recruitment of Graduates preferably First and Second Divi-
sion M.A., M.Sc., M.Com. and Honours Graduates to the ex-
tent of 20 per cent. of the annual permanent vacancies. 
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(ii) to fill up vacancies even in higher posts wherever neees. 
sary, namely those of the Junior Accounta~ts, Junior. In&-
peetors of Station Accounts and Stock VerIfiers by dIrect 
recruitment on Railways to meet the shortage of staff. 

(iii) to train new recruits to the Accounts Departments in regular 
training schools and test them before they are put on work-
ing posts. 

Further, in order to keep a watch on efficiency of internal check 
in the Accounts Offices of the Railways, the Railway Board have 
strengthened the Inspection Organisation in the Board's Office un-
der the Director, Finance (Accounts). This has been done with 
a view to conduct more intensive inspection of the various account-
ing units on Railways by devoting nearly two months in a year to 
examine the accounts of each Railway Administration. It is hoped 
that this step will go a long way in improving the efficiency of the 
Railway Accounts Offices. 

(b) Improvement in the overall budgetary standard a'nd control 
over expenditure on the Railways 

.... It may be pointed out that consequent on Regrouping of 
Railways, a separate Finance Branch under a Deputy Financial Ad-
viser working under the control of the F.A. & C.A.O. has been set 
up on each Railway. The Deputy F.A. is either closely associated with 
the compilation of the Budget Estimates or directly controls the 
same on behalf of the General Manager, functioning as a Co-ordi-
nating Officer between the various Departments of the Railway. 

As regards measures to improve budgeting, Railway Board 
would point out that elaborate instructions are already contained in 
State Railway Accounts and General Codes for the guidance of the 
Railway Administrations for the booking of expenditure immediate-
.ly after it is incurred and for watching the progress of expenditure 
under each Gr.ant and Sub-Head of Grant with reference to voted 
Grants. Monthly Reviews of expenditure. and earnings are also 
prescribed and the Accounts Officer is required to see periodically 
that the expenditure booked is in 'accordance with the allotments 
made. Further the F.A. & C.A.Os. are required to keep a special 
watch on the progress of expenditure in the last quarter of the 
financial year and the attention of the Controlling Authority is 
drawn to the necessary appropriations withdrawals or additional 
funds, as the case may be. An overall control is exercised by the 
Railway Board through Reviews during the year-

(i) in the ~onth of August; 
(ii) the Revised Estimates in December; and 

(iii) Final Estimates in March. 
It will thus be observed that the procedure on Railways in re-
gard to control over expenditure is comprehensive. The Commit-
tee would, no· doubt, appreciate that in such a vast organisation as 
Railway'S with hundreds of Officers dealing in the preparation of 
Estimates and the numerous factors affecting the working of a Com-
mercial undertaking, such as, increase in expenditure due to fluc-
tuations in ptices and traffic levels and otheruncontrolable causes 
such as damages by floods, earthql,lakes etc., it is not possible to 
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avoid small variations. The Railway Board would, however, eona-
tantly endeavour to maintain and improve the efficiency of the 
,Railway Acco~nts Offices and the standard of budgeting and control 
over expenditure. 

Non-5ee P. A. C. Second Report 1951-52, R 14 (sub·para 2). 

Ad;ustment of expenditure under "Suspense" instead of the relevant 
grant 

R. 14. Suspenjse BaZances.-From t~ statement of imr-
portant misclassifications and other important mistakes detected as. 
contained in Annexure J of the Appropnation Accounts 1950-51, Part n 
page 342), the Committee note that on the B. N. Railway, an expendi-
ture amounting to Rs., 4' 39 lakhs was adjusted under "Sus-
pense" instead of the relevant Grant thereby avoiding the Parlia-
mentary control. 

In this connection, the Committee would draw the attention of 
the Railway Board to the recommendation made by them in Para. 
16 of their Second Report wherein they emphasised that 'Suspense 
Heads' should not be treated as a 'cloak' to cover transactions which 
have not been properly budgeted for. The Committee reaffinn the 
views which have been expressed by them on a number of occaswns 
in the past that it is highly undesirable that larg~ sums should be 
lying under 'Suspense' and not charged to the p~oper heads of 
accounts. They observe that such a procedure, if followed indis-
criminately, will vitiate Parliamentary financial control which the 
Committee desire should be zealously safeguarded by the spending 
Departments. 

Railway Boord had obse",ed (Thirteenth Report 1954-55 Volume 
I-page 89) as follows :-

The extant rules contained in Chapters 10 & 16 of the Indian 
Railway Accounts Code Vol. 1 cover the recomm.endations of the 
P.A.C. In order to ensure speedy clearance of Suspense Balances the 
Railway Board have also arranged jor-

(i) A revie1v in the Railway Boards OfJice of the Balances under 
all Suspense heads every half 1/ear. 

(ii) Examination in the Railway Board's OfJice of the ltatem.ent 
of . balances under seven im.portant heads every month. 

(iii) Pe1'ioriicaZ inspection by Director, Finance (Accounts) Rail-
way Boord to see that these instructions are being camet! 
out. 

NOTE.-See P. A. C. 19!1!l-!l3. R 3!l (Epitome Volume I) and Second Report, 195r-51i. 
R-I.6 of this volume. 

CO-Grdination between the different Directorate, in the Railway 
Board', Of1i.ce 

R 17. • • • The decision to purchase an equipment was taken 
by the Railway Board without financial concurren.ce. The Commit-
.lt~ understand that it was due to an omission on the part of the 

ineering Directorate in the Board's Office to show the relevant 
file to the Finance Directorate. ~en. the case .came to U. 
notice of the ,Finance Branch of the RaUwa}7 Board In October, 19511 
'they did not approve of the action of the Board in the purchase .01 
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such a large number of Locopulseur Pulso at one time for experi-
mental purposes when experiment could have been carried on with 
a lesser number of such equipment. •• • • • • • •• 

The Committee hope that a closer co-ordination shan subsist 
in future between the different Directorates in the Railway Board's 
Office in handling these cases and that these instances involving irre-
gular spending of public money shall not be repeated in future. 

Railway Board had observed (Thirteenth Report 1954-55 Volume-
I-page 90) as follows :-

Public Accounts Committees' observations on the case have been 
duly brought to the notice of Officers and stat! in Railway Board'a 
'Office for future guidance. 

Remission lot outstanding demu1Tage and wharfage charges 
R 22. The Committee •• ·recommend that a paragraph on the-

subject should be included yearly in the Railway Board's Review on 
the Annual Appropriation Accounts indicating the results achieved. 

APPENDIX XU TO mE PUBLIC ACCOUNTS· COMMrrTEE'S 
SEVENTEENTH REPORT 1955-56 VOLUME D 

MINISTRY OF RAILWAYS (RAILWAY BOARD) 
Memorandum OIl the reucms accountIDg for the Idgh percentage of 

remission of wharfage aDd dem1ll'l"age charps 
...... ... ... . . . .' . 

2. During recent years a number of directives have been issued 
to Railways by the Railway Board on this subject with a view to 
tightening up the check and supervision in the matter of remission 
of wharfage and demurrage charg~. The Committee will note from 
the figures given below that the instructions to reduce the extent 
of remission of wharfage and demurrage have resulted in a sub-
stantial reduction in the percentage of remission. 

1950-51 45 per cent. 
1951-52 41 per cent. 
1952-53 22·97 per cent. 
1953-54 20·54 per cent. 

As already pointed out in the memorandum (on page 127-129) pre-
sented tf) the Committee, remissions are made only on exceptional 
considerations, such as cases in which wagons have been held up on 
the border for customs clearance, or, having been received at desti-
nation, the contents cannot be unloaded and delivered for want of 
connected invoices or other relevant booking particulars, or because-
the nature of the load is such that it has to wait for a railway crane 
to arrive for unloading it. (Although Railways may not be legally 
bound to supply cranes and do not accept any responsibility for deten-
tion on this account, some allowance has to be made for the impos-
sibility of unloading in case in which the cranes had been indented 
for but did not arrive in time). There are also cases in which delay 
occurs in delivery on account of disputes between the consignee and 
the railway in regard to the condition of tlie goods or the correctness 
of weight or charges. Insistence in such cases on recovery of the-
full wliarfage Or demurrage dues may not only result in further 
deterioration o.f the condition of the consignment and. a claim for a 
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higher amount of compensation, but may also create Ii situation 
where the railway has little chances of recovering even the freight, 
when the consignment is finally sold in auction. Circumstances also 
occur which preclude the consignee from removing the consignments 
in time, such as floods or breaches, illegal strikes, civil commotion 
-etc., or the detention of a consignment under instructions from the 
Police connected with the investigation of a crime, or breach of res-
trictions on movement of certain types of traffic etc. In such cases, 
considerations of maintenance of the goodwill of the trading public 
make a certain degree of relaxation desirable. 

3. A strict watch will, however, be kept on the scale of remis-
-sions in relation to the accruals of demurrage and wharfage. The 
actual percentage of remissions will be reported to the Public Ac-
counts Committee through the Railway Board's review of the Appro-
priation Accounts, as desired by them. 

NOTE.- See P. A. C. Second R('porl 1951-52, R I,(iv). 

Destruction of documents which form the s'Ub;ect matter 'of 
correspondence 

R 26. '" ... • '" TbeCommittee observe that it is a very dangerous 
practice to destroy any documents which are the subject mattei of 
correspondence and on which objection has ~een raised and which 
remains unsettled. • '" '" (See also P.A.C. Thtrteenth Report 1954-55, 
P. 1.90). . . 

ANNEXURE TO APPENDIX XXXII TO PUBLIC ACCOUNTS 
COMMlTl'EE'S TRJRTEEN11I REPORT 1953·51 VOLUME D ' 
Copy 01 BaUway Boai'd. letter No. 5W1(C)-20198(14), dated the 

15th October, 19501 to All Iadian RaIlways •. 
SUBJECT.-Destruction of documents which are sub;ect matter of 

oorrespondence 
'" '" '" • '" The destruction of records appears to have been carried out 

merely on the mechanical basis on the expiry of the period -prescrib-
1!d in the Accounts Code for preservation of those records without 
reference to the fact that they formed the subject matter of some 
'correspondence and should therefore have been kept intact until the 
matter was finalised. The Board would like to draw the attention 
'Of the Administrations to the remarks of the Public Accounts Com~ 
mittee and trust that they will not give any occasion for such ad-
verse comment in future. 

NOTIt:- See P. A. C. Ninth Report, 1953-54. R-4" 

Execution of emergent works 
R 30. ••• The procedure followed generally for departing from 

the long established rules regarding the execution of works, con-
tracts, and the preparation of various documents, such as measure-
n;tent books,etc. and justification for rates paid in the case of nego-
tiated contracts, work orders, etc. leaves much to be desired. AD 
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emergency is no justification for such wholesale failure to record 
contemporarily the reasons and justification for what has been done. 
The Comptroller and Auditor-General suggested that where an estab-
lished procedure was not followed in regard to the tenders etc., it 
was vital that the Department should ensure that there were ade-
quate contemporary records and documents from which correctness 
of the action of the executive authority could either be established 
or disapproved; otherwise the risk of malpractices and losses to Gov-
ernment was obvious. There might equally be the risk of Officers 
getting into difficulties and blame even though there might have 
been no actual loss or malpractice. The Committee desire that 
Government should, therefore, take adequate steps to prescribe a 
comprehensive procedure which should be followed in cases in which 
a strict adherence to the normal rules may not be wholly practi-
cable. 

APPENDIX XXXIII TO mE PUBLIC ACCOUNTS COMMITTEE'S 
mIR'1'EENm REPORT 1954-55 VOLUME D . 

MINISTRY OF RAILWAYS (RAILWAY BOARD) 
• • • • • 
2. On the basis of the recommendations contained in the Investi-

gation Team's Report comprehensive instructions were issued to the 
Railway Administrations. These covered inter alia the follOwing two 
points which have been specifically touched upon by th~ Com-
mittee ;-

(i) the necessity for recording in the files, full justification for 
accepting rates obtained by open tender or otherwise; 

(ii) the need for obtaining the previous sanction of the Railway 
Board in cases in which strict adherence to normal code rules 
may not be practicable. 

3. • • • The authority competent to authorise any major devia-
tions from the code rules is the Railway Board itself. The extent 
of relaxation will naturally have to be decided on the merits of each 
case, depending on the degree of emergency considered vis-a-vis 
the importance of the rules which will vary on the facts of each 
case and it is not possible for the Railway Board to envisage and 
provide in advance for a situation, where substantial or fundamental 
departures from the code rules would be necessary. In the circums-
tances, no further general instructions are proposed to be issued 
on the subject. The observations of the Public Accounts Commit-
tee will be borne in mind if and when relaxation is sanctioned in 
any particular case. • 

NOTB.-See P. A. C. 194:~·H, PI! (Ep'tome Volume I) and Finh Report 19511-53. 
R. 12 of this Volume:. 

Separation of Financial and Accounts Fu.nctions on the Rai'lways 

R 32. The Committee discussed this question at sorne length with 
the representatives of the Railway Board and asked them to furnish 
a note stating the position of the Financial Adviser and Chief AI!-
counts Officer in the integrated set-up of Finance and Accounts on 
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the Railways with special reference to the writing of the Conflden-
tial Reports on the 'Work of the Financial Adviser and Chief Ac-
counts Officers by the General Managers concerned (Appendix 
XLIII). 

During the course of the discussion, the Financial Commissioner, 
Railways expressed his complete agreement with the Committee that 
the Railway Accounts Organisation needed to be strengthened fur-
ther in view of the many irregularities such as budgetary defects, 
misclassification of expenditure and an alarming rise in the items 
placed under Suspense etc., disclosed in the Accounts under review. 

The Financial Commissioner, Railways also agreed. with the Com-
mittee that the Financial Adviser and Chief Accounts Officer on a 
Railway might work with the General Manager but need not be 
under his control and some reform could be made in this direction. 

The Committee, therefore, desire that the Railway Board should 
discuss this ~atter with the Comptroller and Auditor-General and 
submit to them a comprehensive Memorandum at the time they next 
take up consideration of the Railway Accounts. 

APPENDIX XLID TO THE PUBLIC ACCOUNTS COMM1'l'tEE1I 
TENTH REPORT 1953-54 VOLUME D 

FInancial Adviser aDd Chief Accounts OtIlcer's position In the RaIlway 
Orgudsatlon 

• • • The Financial Adviser and Chief Accounts Officer is one 
of the principal officers on each Railway. He is responsible for the 
internal check and compilation of Railway Accounts and -acts as the 
Financial Adviser to the <:zeneral Manager. In regard to technical 
accounting matters, he cannot be over .. ruled without reference to 
higher authorities. As regards financial advice, which involves scru-
tiny of the financial implications of all proposals involving expendi-
ture and/or receipts, before the same is incurred or commitments 
entered. into, financial concurrence is required to be accorded by 
the F.A. & C.A.O. or on his behalf by the Deputy Financial Adviser, 
who is in charge of the Finance Wing of the Administration. The 
Deputy Financial AdViser, like other Deputy Chief A,ccounts Officers, 
is subordinate to the F.A. & C.A.O. and functions under his directions. 
Sanctions to proposals are accorded by the General Manager or the 
principal officer concerned within the powers delegated to them with 
the concurrence of the Finance Branch controlled by the F.A. & C.A.O. 
Though technically the financial powers have been delegated to the 
General. Managers, they are, by convention, at present exercised 
with the concurrence of the Financial Adviser. 

The 'F.A. & C.A.O. like other Heads of Departments, is adminis-
tratively subordinate to the General Manager, who writes Confiden-
tial· Reports on his work as an Administrative Officer under his con-
trol. He is not independently reported on professionally by any 
higher authority. The reports recorded by General Managers are 
submitted to the Financial Commissioner and other MeDibers.o1 the 
Board for information. 
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APPENDIX XXXIV TO· TBB PUBLIC ACCOUNTS COMMtH'BE'S 
1111B'1UtNTI.-RBPOaT 1'54-15 VOLUME D 

MINISTRY OF RAll.WAYS (RAILWAY BOARD) 

• • • The position of the F.A & C. A. O. in the set-up of each 
Railway Administration was discussed by the Chairman, the Finan-
cial Commissioner for Railways and other Members of the Railway 
Board, with the Comptroller and Auditor-General of India in August, 
1954 and February, 1955. It was gen~rally agreed that the Director, 
Finance (Budget) [now re-ciesignated as Director, Finance (Ac-
counts)] should be enabled to maintain an intimate liaison between 
the Railway Board and the F.A. & C.A.O. so that the professional 
efficiency of the latter can be closely watched by the Railway Board 
and the independent outlook of the F.A. & C.A.O. maintained. nu. 
objective has been sought to be achieved. by-

(i) enabling the Director, Finance (Budget) rre-ciesignated as 
DiTector, Finance. (Accounts)] to undertake regular and 
systema,tic inspection of Railway Accounts Offices and thus 
establish personal contacts with F.A & C.A.OS. To assist 
him to carry out inspections intensively, he has been afford-
ed substantial relief by the appointment of a Joint Director, 
Finance (Budget) and an Inspection Organisation has been 
set up in the Board's Office, which should be able to devote 
about two months in a year to inspecting the work of the 
Accounts Department of each Railway Administration. The 
inspection of Railway Accounts Offices will, it is hoped go 
a long way to tone up their efficiency and ensure that Board'. 
orders on various matters issued from time to time are pro-
perly implemented by the Railway Administrations. 

(ii) the Director, Finance (Accounts), initiating the confidential 
reports on the F.A. & C.A.Os. so far as they relate to their 
technical competency and forwarding them to the General 
Managers for their observations on the work of the F.A. & 
C.A.Os. to the extent to which they are in a position to do 
so~ The report recorded by the Director, Finance (Accounts) 
and the remarks of the General Managers would be seen 
by the Financial Commissioner for Railways who would 
record his final opinion after which it will be seen by the 
whole Board. 

NOTB.-See P.A. C. 1930-31, RII-ilil and 1946-.f.7,P.1I4 (Epitome Volume I) and 194-7-48. 
(post-partition) R. iliZ and P. 51 of this Volume. 

Reference of cases to arbitration in which "No Claim" certificate had 
been signed by the contracton 

R 35. In Para. 11 of their Fifth Report, the Committee Ildversely 
commented an the mistake on the part of the Railway Administra-
tion to have referred to arbitration the two cases reported iD Para. 19 
Of the Railway Audit Report, 1951 in respect of whiCh the contractors 
had signed 'no claim' certificates. 
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····The Committee suggested that the question .should be further 
examined as to whether the eontingmcy of Railways having to con-
test such ca~s before an arbitrator could not altogether be avoided 
by a suitable clause in the contract itself. The Railway Board, after 
consultation with the Ministry of Law, have accordingly submitted 
to them a MemlOrandum (Appendix XLIV). The Committee 
have considered this Memorandum at some· length, especially the 
implications of the concluding sentence thereof which reads as below: 

"If the Committee approves, it is proposed to explore the possi-
bility of putting a clause in the agreement to the effect that 
once a contractor gives a no claim certificate, he is debarred 
from invoking the arbitration clause of the agreement." 

, The Committee feel that such· a clause would not at all be re-
quired; nor would its absence force, the Government to agree to ar-
bitration. As 'No Claim Certificates' had been obtained in these two 
cases, there was hardly any justification for referring them to arbi-
tration. (See also P .A.C. Thirteenth Report 1954-55, R 84). 

APPENDIX XLIV TO THE PUBLIC ACCOUNTS COMMlTTEE'S 
TENTH REPORT 1953·54 VOLUME D 

... ... ... ... ... ... 

The Ministry of Law, Government of India, which was consult· 
ed, have expressed the opinion quoted below in extenso for the in-
formation of the Committee ;-

"The utmost that one can do is to put a clause in the agreement, 
that once a contractor gives a No-claim certificate, he is de-
barred to invoke the arbitration clause of the agreement. 
Even then, if such contractor chooses to instituti proceedings 
before the Arbitrator, tile Railway shall have to appear 
and question the jurisdiction of the Arbitrator· to decide 
the matter. If that is not done, the case of Railway may go 
by default, and the contractor may get an ex parte decision 
in his favour. ,:~ 

2. The contractor having been debarred to institute proceedings 
before the Arbitrator may file a civil suit for recovery of 
dues, which according to him are payable by the Railway 
in spite of a No-claim Certificate. In that case also, the Rail· 
way shall have to put in a defence in order to prove that 
nothing remains to be paid and a genuine No-claim Certifi-
cate has been obtained. 

3. To us, then, it appears, the contingency of a Railway having 
to contend cases before an Arbitrator, cannot altogether 
be avoided. However, it can appreciably be diminished, if a 
clause as referred to in pre-para. No. 1 is added in the con-
tract. 

4:. We may also point out that no clause can be put saying that 
a No-claim Certificate shall debar all legal proceedings in the 
matter, because that would amount to an agreement in re-
straint of legal proceedings which is void under section 2B 
of the Indian Contract Act, 1872." . 
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If the Committee approves, it is proposed to explore the possibility 
of putting a clause in the agreements to the effect that once a con-
tractor gives a No-claim Certificate, he is debarred from invoking 
the arbitration clause of the agreement. 

NOTE,- See P.A.C. J.'ifth Report 1952-53. R II. 

Telephone Development Fu.nd 

R 43 ......... During their examination of the Accounts, the Com-
mittee were informed by the representative of the P. & T. Depart-
ment that the Telephone Development Fund was merged with the 
general revenues. In the opinion of the Committee, this raises a 
fundamental principle of administration of a public utility concern. 
They are not quite sure whether this is a sound financial scheme or 
arrangement which involves appropriation of future revenue for 
current expenditure, They, therefore, desire that the P. &; T. De-
partment should look into this matter in consultation with the 
Ministry of Finance (Communications) and Audit and submit to the 
Committee a report in due course. 

APPENDIX XVI TO THE PUBLIC ACCOUNTS COMMITI'EE'S 
THIRTEENTH REPORT 1954-55 VOLUME n 

Copy of Government of India Ministry of Communleatioaa 
(Posts & Telegraphs) Oftiee Memorandum No. B 27-14/54, elated the 
1st February, 1955. 

2. The matter has been examined as desired by the Committee 
and the position is explained below :-

In order to help telephone expansion, which would not have 
been ordinarily possible owing to financial stringency, and also to 
provide telephones to the businessmen in large cities, a scheme 
known as 'OWN YOUR TELEPHONE SCHEME' was introduced in 
December, 1949. Under this scheme advance rentals at the rate of 
Rs. 2,500 per connection in Bombay and Calcutta and Rs. 2,000 in other 
places were realised to cover the capital cost of the telephone con-
nection. The advance rentals thus realised are credited to revenue 
receipts, while an equivalent amount is contributed from Working 
Expenses to the Telephone Development Fund created for the pur-
pose of financing the capital expenditure incurred for the extension 
and development of telephone services. Like any other fund, the 
balance in the Telephone Development Fund is merged in the gene-
ral revenues. The advance rental of Rs. 2,500/2,000 referred to above 
is treated in the same way as the capitalised value of the annual re-
venue which in some States, kisans are permitted to pay in lump 
sum for which they are, af1;erwards, exempted from paying to Gov-
ernment any further annual land revenue. The lump sum so collect-
ed is taken either under the head 'VII-Land Revenue' or if the State 
Government desire to keep the same separate under the head 'LI-
Extraordinary Recepits'. There is, thus, nothing wrong in Government 
crediting the advance rental on account of telephones to Revenue. 
When once this is done, it is left to Government €.a decide as to how 
15-5 Compt. A. G./58 
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best the capital expenditure for installing new telephones should be 
financed viz., whetber from borrowings or from the revenue collec-
tions. Instead of borrowing and having to pay interest thereon, Gov-
ernment have in this case, preferred. the latter course. The action 
taken by Government does not therefore, infringe the accepted prin-
ciples of sound finance and both the Ministry of Finance and the 
Comptroller and Auditor-General have concurred in this view. 

Postal Life Insurance Fund 
R 53. The Committee recommended that with a view to regulate 

the workilll of the expenditure from the Postal Life Insurance Fund 
on proper commercial basis, the P. & T. Department should either 
put an Insurance Expert as the head of the Postal Life Insurance 
Organisation or run it as a Corporation constituted under an Act of 
Parliament. They desire that the P. & T. Department should exa-
~ne this suggestion in consultation with the Ministry of Finance 
and apprise them, in due course, of the decision arrived at in the 
matter. 

APPENDIX XV TO mE PUBLIC AVCOUNTS COMMITTEE'S 
'J.'WENTY ·SECOND REPORT 1156-57 

Copy of Government of IncUa, MInistry of Communications 
(Posts and Telecrapbs) Memorandum No. F. 74-51/54, Dated the 15th 
~3r, l~. . 

2. Postal Life Insurance is a facility offered mainly to Govern-
ment employees and since the P .L.I. Organisation is run by the Gov-
ernment, the method of working of the fund differs ~rom that of in-
lIuranee companies in some iD\portant respects like collection of pre-
mia, maintenance of accounts etc. Notwithstanding slotch points of 
difference, however, steps have been taken from time to lime to 
eommercialise the method of working as far as possible, by introduc-
ing the following facilitie$ to In&urants and the following changes in 
the 15~.tem of working to bring it in line with normal commercial 
practlee :-

(a) The concession of grant of loans against poliCies has been 
allowed since 1st September, 1!M9, on the analogy of simi~ 
lar concessions allowed by Insurance Companies. 

(b) The policy of "selling" of IIlIUrance by employment of ean-
vaaers, giving talks, advertisements, publications of pros-
pectuse$, etc., has been adopted. 

(c) Regulation of expenditure on commercial lines by reduc~ion 
of the overall expense ratio in Postal Life Insurance, which 
compares favourably with the Renewals Expense ratio in 
Private Insurance Companies. The overall expense ratio in 
the Postal Life Insurance also shows a downward trend, 
from 13.81 per cent in 1951-52 to 13.02 per cent in 1953-54. 

3. In 1952 the Comptroller and Auditor-General made a propo-
sal to transfer the control of the office to the Department of Insu-
rance under the Ministry of I"inance. After careful consideration in 
consultation with the Ministry of Finance, Government decided that 
the present arrangement should continue. 
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4. As regards the alternative suggestion of the P .A,C. for running 
the P06 .. tal Life Insurance Organisation as a statutory Corporation, it 
may be stated that Govemment have since nationalised Life Insu-
rance in the country and necessary legislation has been introduced. 
They, therefore, feel that expert advice would now be readily avail-
able for the management of the Postal Life Insurance. It is, therefore, 
not proposed to make any change in the present arrangements for 
the management of the Postal Life Insurance business. 

ImplementatilOn of the recommendat.ions made by the Committee 
R 55. The Committee observe that instead of merely noting tIle 

various recommendations made by them from ti~e to time, the Mi-
nistries concerned should specifically state the action taken by them 
in the matter of implementation thereof. 

Inspection of stores purchased overseas by Indian Telephone In-
dustries through Automatic Telephone a.nd Electric Company Ltd. 

R 66. (i) The Com~ittee find that there is at present no provi-
sion in the agreement regarding the inspection of goods supplied by 
the Automatic Telephone and Electric Company before their ship-
ment to India. They were given to understand that practically the 
whole of the equipmellt that was manufactured was checked by the 
British Post Office authorities. The Committee regard this as both 
inadequate and unsatisfactory and observe that a specific provision 
regarding inspection by our own agency before shipment should 
have been m,ade'in the agreement. They also suggest that the ex-
pediency of an independent inspection being carried out by the 
I.S.D., London may be considered by the Ministry of Communica-
tions. 

Ministru of Communications had observed (Thirteenth Report 
1954-55 Volume I-page 84) as follows :-

The inspection of the highly specialised stores required by the 
Indian Telephone Industries cannot be done satisfactorily in the 
U. K. The experience of the Post and Telegraph Department with 
regard to such inspection in the U. K. has not been very happy. FO"f 
a satisfactory inspection of these stores, it would be necessary to 
employ a very large team of tecknical offi,cet's the cost of which 
wouZd be incommensurate with the results achieved and further this 
would absolve the Automatic Telephone El.ecrtic Co. of any respon-
sibility if the stores on recei~t in India are f0'!lnd to be defective. 
The Indian Telephone Industries have entered mto an arrangement 
wit1i the Automatic Telephone Electric Co. regarding the rejection and 
shortage in the supply receit'ed from Automatic TeZe:e.hone Etectric Co. 
Under the arrangement, any rejections above 1.25% of stores have 
to be replaced by the Automatic Telephone Electric Co. Ltd. The 
normal terms of supply of the Automatic Telephone Electric Co. are 
F. O. B., but in case oj bulk rejections, the Automatic Telephone Ele-
ctric Co. are required under these arrangements to replace the Mate-
rial free at site. These concessions would not be possible under the 
arrangement, f07' inspection in the U. K. In view of the above rea-
sons it would not be advantageous for the Indian Telephone Indus-
tries to provide for inspection in the U. K. by D. G., I.S.D., London. 



Verification by the Compt1'oller and Auditor General of the re~on­
abteness of the prices cha.rged by Automatic Telephone and 

Electric Company . 

R 86. (ii) Another point that emerged from the discussion which 
the Committee had on this subject was that in regard .to the veri-
fication of the reasonableness of the prices charged by the Automa-
tic Telephone and Electric Company the Government of India r.elied 
upon the certificate furnished by the finn's auditors. The Commit-
tee observe that this does not ensure that a fair price has been paid. 
They are of the view that the Comptroller and Auditor-G!i!neral 
should have been consultecj before entering into a commitment like 
.this. 

Ministry of Communications had observed (Thirteenth RepOTt 
1954-55 Volume I-pages 85-86) as follows :-

The Agreement toith the Automatic Telephone and Electric Com-
ptlnu Ltd. does not provide fOT any certification of the prices for the 
eguipment supplied by them to the Indian Telephone Industries. 
The arrangement regarding certification is an infannal arrangement 
between the Automatic Telephone and Electric Co. and the India7J Te-
lephone Industries. At the request of both the A.T.E. and the I.T.I. the 
British Post Ofjice have agreed to give a certificate in respect of pri-
ces charged to the Indian Telephone Industries for particular types of 
eqUipment which are also supplied to the British Post Office on. the 
understanding that the cost of certifica.tion is reimbursed to it by the 
Automatic Telephone and Electric Co. and Indian Telephone Indus-
tries. Where for equipment or material, no B. P. O. prices e.rist, it has 
been arranged with the Automatic Telephone and Electric Company 
Ltd,. that their auditors would certify that the prices charged to the 
Indian Telephone Industri~s are the lowest that have· been charged to 
any other customer. It wtll, therefore, not be reasonable to ask the 
B.P.O. to have their prices verified b'll the audit officers of the Govern-
ment of India. It would also be unreasonable to demand from the 
Automatic Telephone and Electric Co. that their books should be exa-
mined by our Auditor Officers. Certification of the prices bu the Com-
pany's own auditors is probably the farthest limit up to which a sup-
plier can reasonably be expected to go. 

Provision for future revision oj agree~ent 
. R 68. The Committee observe that the agreement between Indian 
Telephone Industries and Automatic Telephone and Electric Com-
pany Ltd., does not contain any provision for future revision, should 
a need for this arise. They desire that such a clause providing for 
revision whenever considered necessary according to circumstances 
by the contracting parties, should invariably be made in all such 
agreements entered into by the Government in future. 

Ministry of Communications had observed (Thirteenth Report 
1954-55 Volume I-page 86) as follows :-

The recommendation of the Committee M. been brought to the 
notice of the otJicers i'n the Ministru (main) and the offices attached 
and.S'Ubordinate to it for guida1&Ce. 
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Depreciation Reseroe Fund should form part of the Consolidated 
Fu.,nd of India 

P 109. The Committee further pointed out that the Deprecia-
tion Reserve Fund should not be kept apart from the General Reve-
nues but should form part of the Consolidated Fund of India as en-
visaged in Article 266 of the Constitution. Th~ representative of 
the Railway Board undertook to look into this aspect. 

Copy of Govemment of India MInistry of Railways (Railway 
Board) No. 52ACD/l/1 Dated. 3-9-1954. 

SUBJEcT.-Exhihition in accounts of adjustments between the Consol~ 
dated Fund of India and the Pubtic Accou;nt regarding 
expenditure from various Reserves created out of Railway 
revenues. 

With a view to have Parliamentary Cot,ltrol over the expendi-
ture to be incurred from the Railway Funds viz., the Depreciation 
Reserve Fund, the Railway Revenue Reserve Fund and the Develop-
ment Fund, which form part of the "Public Account" it has been 
decided, in consultation with the Ministry of Finance and the 
Comptroller and Auditor General of India, that an accounting de-
vice should be adopted by means of which the expenditure should 
first be treated to have been incurred from the "Consolidated Fund" 
and the "Consolidated Fund" being recouped by transfer of an equal 
amount from the "Public Account". Accordingly the following ac-
counting instructions are laid down :-

(1) Depreciation Reserve Fund.-In the monthly accounts the 
gross amount of working expenses, including the expenditure from 
the Depreciati6n Reserve Fund, will be shown agaInst the major 
head XV A-Indian Railways--Commercial Lines-Deduct-Workinl 
Expenses or XVB-Indian Railways-Strategic Lines-Deduct Work-
ing Expenses and the amount of expenditure chargeable to the Dep-
reciation Reserve Fund will be shown also against a new minor head 
to be opened-uK-Deduct---amount met from Railway Depreciation 
Reserve Fund", 

There will be no change in the schedule of transactions under 
XV A or XVB or in the maintenance of the registers of works, etc. 

(2) Railway Revenue Reserve Fund for Railway Board's Office 
only (ACI Branch).-The withdrawals from this fund to meet the 
deficit in working will be treated as receipts and credited to the 
existing major head-XVI-B-Transfers from Railway Revenue Re-
serve Fund. In the case of loans to Branch Line Companies from 
Revenue Reserve Fund, the expenditure should, in tnefirst instance, 
be booked under the head "Q--Loans and Advances by the Central 
Government" under Consolidated Fund, and simultaneously transfer-
red to the Revenue Reserve Fund through a deduct entry \lnder the 
former. 

(3) DeveLopment Fund.--The nomenclature of the major head 
15-1-Open Line Works-Revenue should be changed to "Open Line 
Works" and the under-noted group minor heads and the minor heads 
thereunder opened. 
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15-I-Open Line WGrks-
Re~enue Works 

A. Staff amenities. 
B. Staff,quarters. 
C. Operating improvements. 

Development Fund Works 
I. Amenities to passengers. 

II. Labour Welfare. 
III. Operating improvements. 
IV. New Lines. 

Deduct-amount met from Railway Development Fund 
The amount of expenditure chargeable to flie Development Fund 

y,rill be initially booked against the major head 15-I-Open Line 
Works and also shown against the deduct entry head specified above. 
There will be no change in the schedule of transactions relating to 
this major head or in the registers of works, etc. ., 

These instructions will have effect from 1-4-1954. Necessary cor-
rections to Code will issue in due course. 



ELEVENTH REPORT OF THE CENTRAL PUBLIC 
ACCOUNTS COMMITIEE, 1953-54 (HIRAKUD DAM 

PROJECT) 
Presentation of the Chomphekar Comm.ittee Report on the Mahanadi 

B.ridge (H irakud Dam P'I'oject) to Parliament before conaideration 
by the Public Accounts Committee 

P 16. The Committee took up consideration of the. Champhekar 
Committee Report on the Mahanadi Bridge (Hirakud Dam Project). 
They pointed out that as that Committee had been appointed by 
Government in pursuance of the recommendations made by the Pub-
lic Accounts Committee in para, 48 of their Sixth Report, the copies 
of the Report furnished to them by the Ministry of Irrigation and 
Power should not have been marked as 'Secret', Furtber, in accord~ 
anee with the established Parliamentary convention, the Report, 
in question should have been submitted to the Committee, in the 
first instance, along with Government's remarks on the findings set 
forth therein as also the views of the Comptroller and Auditor-Gene-
ra1. They further felt that It was in contravention of the Parlia-
mentary practice that the Report should be laid on the Table of 
the House before giving an opportunity to the Committee to consi-
der it first, 

P 17. The Committee then drew the attention of the representa-
tive of the Ministry of Irrigation and Power to the rrinCiPles enun-
ciated in paragraphs 51-53 of the Second Report o' the Public Ac-
counts Committee in the U.K. (1884) and the laie Finance Depart-
ment Resolution of 1930 (vide pages 183-186 of Epitome Vol. I) for 
dealing with the Reports of the Public Accounts Committee, 

The representative of the Ministry of Irrigation and Power stated 
that there had been some misunderstanding in their Ministry in 
properly appraising the position as to how the Champhekar Commit-
tee Report should be treated. 

P 18, When asked to explain whether the Ministry of Finance 
had been cqnsulted before the Ministry of Irrigation & Power decid-
ed to place the Report in question on the Table of the House, the 
representative of that Ministry stated that they had advised the Mi-
nistry of Irrigation & Power that they must first consider the desir-
ability of placing it before the Public Accounts Committee before 
presenting it to Parliament. 

P 19. At this stage, the attention of the representative of the 
Ministry of Irrigation & Power was also drawn to the Speaker's 
directive (circulated vide Parliament Secretariat Office Memoran-
dum No. 87-FC/53 dated the 4th December, 1953 to all Ministries of 
the Government of India) that in cases where Government were not 
in a position to implement a recommendation rpade by a Financial 
Committee of Parliament and Government had reasons to disagree 
with the recommendations of the Committee, the Ministry concerned 
should in consonance with the well-established Parliamentary practice 
place their views before the Committee which might, if they thought 
fit, present a further report to the House after considering Govern-
ment views.-
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. Eztraet of paragraphs 51-53 of the Second Report of the PubUc 
Aecomts Cemmlttee, 1884 In U. K. 

Procedure when Departments do not agree with Committee 
51. The Committee in 1883 reported, in concurrence with the 

views of the Treasury and of the Comptroller and Auditor General 
that, as the law then stood, "the receipts for books in addition to 
all other receipts from the children should be included in the 9d. 
fee". 

52. This report was founded on the suggestion of a Departmental 
Committee. Yet books are expressly excluded from the 9d. limit in 
the Education Code for 1884. 

53. Your Committee consider that if the Education Department 
thought that this report ought not to be carried out on the grounds 
of public policy, the alteration in the Code should have been brought 
specially before the attention of Parliament, particulraly as it in-
volves an eX,l?enditure of public money that may be considerable, in 
direct oPPosItion to the expressed opinions of the Treasury of the 
Comptroller & Auditor General, and of the Public Accounts Com-
mittee. 

The opinion of the Committee of Public Accounts on points of 
financial order ought on every occasion to receive the most resl'ectful 
attention from the Departments concerned. Upon points which my 
Lords admit to be doubtful, they as a rule defer to the opinion of the 
Committee. If a question of importance arises upon which they are 
unable to agree with the Committee, they think it their duty to 
suspend decision until they have had an opportunity of laying before 
the Committee the reasons which lead them to differ from the Com-
mittee's opinion. If the Committee should still adhere to their original 
opinion, my Lords in ordinary cases yield, but if they hold the point 
of difference to be sufficiently imporliant, they wpu!d endeavour to 
bring the question before the House of Commons in a form that will 
place before the House unreservedly the argument on both sides; the 
ultimate decision then rests with Parliament. 

My Lords prescribing for themselves this line of conduct, could 
not but notice' with regret the different course taken by the Educa-
tion Department when it presented to Parliament in the Code of 
1884 an article directly overriding the recommendation of the Com-
mittee, without (so far as my Lords are aware) any special note or 
explanation to inform Parliament that there had been a difference 
of opinion between the Committee and the Department upon the 
point. Such a course of action seems likely to weaken the confi-
dence of Parliament in the proposals submitted by the Executive 
Government, and to impair the relations between the Committee of 
Public Accounts and the Departments. 

My Lords are ready to believe that the omission is due only to 
a misapprehension of the effect of a new edition of the Code as in 
itself a complete notice of everything connected with it. But the 
method by which the Education Department obtains Parliamentary 
sanction to its Minutes, departmentally called the Code, imposes spe-
cial obligations. A long and technical document is laid before Par-
liament, and, unless an independent.member is interested in noticing 
it, it becomes equal to Statute Law, as the Department contends sub-
silentio. But the sanction of Parliament has to be obtained in a very 
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different way before a Bill becomes law. The passing of a Bill is 
guarded by scrupulous precautions to ensure full consideration, and 
to prevent legislation by surprise. My Lords have no hesitation in 
saying that the method in which the Education minutes now ob-
tain the approval of Parliament is not likely to last if the Department 
ever departs seriously from the rule of notice. 

Copy of Parlwnent Secretariat OtIlce Memorandum No. 87-FC / 
53, dated the 4th Deeem.ber 1953. 
SUBJEcT.-Implementation of the recommendations made by the 

Financial Committees Of the Parliament 
The Speaker has directed that in cases where Government are 

not in a po~'ition to implement a recommendatiorr. made by a Finan-
ciaZ Committee of Parliament, viz., the Estimates Committee fYr the 
Public Accounts Committee-and Government have reasons to dis-
-agree with the recommendations of the Committee, the Ministry con-
cern.ed should in consonance with the well-established parliamentary 
practice place their views before the Committee which ma'l/, if it 
thinks fit, present a further report to the House after considering 
views of Government in the matter. 

NOTf..-Set P. A. C. 1927-28 R-30 (Rpitomr V"lumr I). 

Appointment of Chief Technical Examiner for large spending Minis-
tries and big projects 

P 57. The Committee then recommended the appointment of a 
Chief Technical Examiner for such Ministries as incurred large 
amount of expenditure on major works and big projects. The Chief 
Technical Examiner should be directly responsible to the Ministry 
and he should go and inspect the works on the spot on the Ministry's 
behalf. In the case of the Ministry of Irrigation and Power, he should 
be independent ·of the Central Water and Power Commission as 
well as the Chief Engineer of the Project concerned and should in 
no way be responsible for the execution of works himself. The re-
presentatiVe of the Ministry of Finance informed the Committee that 
8S a result of similar recommendations in the past, a post had been 
created in the Central Public Works Department and the Department 
was in the process of finding further personnel. 

NOTf .. --s" P.A.C. 1947-<18 (I)o~t.partiti(lll RIO; and Seventh Report 1952-53, P 134). 



TWELFTH REPORT OF THE CENTRAL PUBLIC 
ACCOUNTS COMMITTEE 1953-54 (I) FERTILISER 
DEAL, AND (2) PASHA BHAI PATEL IMPLEMENTS 

Changing of specifications in a contract requires sanction of the Heacl 
of the Department 

R 3 .•••• The Committee desire that chang~ of specifica-
tions involving huge financial commitments should not be decided 
upon at the level of Junior Officers but in each case sanction of the 
Head of the Department should be obtained who should in turn con-
sult the accredited Financial Advisers before arriving at a flnal deci" 
sion. . 

The Public Accounts Committee for 1955-56 (Sixteenth Report 
1956-56, Volume 11, pages 24-25) were informed that the Ministries had 
noted the recommendation and had brought it to the notice of all 
concerned. 

Procedural irregularities in purchase of stores fro'ln abroad 

R 8. (Introduction.) The sub-Committee referred to some of 
the grave procedural irregularities that were committed by the au-
thorities concerned in the matter of purchase of Fertilisers from 
Messrs. Kenbanks. Ltd., by the High Commissioner for India in the 
U.K. They would observe that this was not the only instance of bypas-· 
sing the specially appointed authorities in the India Stores Department 
London for the purpose of procurement of stores from the U.K. and 
other continental countries. They find that the firm"bf Messrs. Ken-
banks Ltd. had only an authorised capital of £ 1,000 and it was in-
discreet .to enter into this contract of the order of £ 9 million with 
such a firm. The sub-Committee desire that in future such tran&-
actions should not be entered into except through the OfHcers appoin-
ted for the purpose and. departures should be supported by adequate· 
justification for which sanction of the competent authority should be 
taken. The sub-Committee are of the opinion that the procedure 
followed by the High Commissioner for India in London in the mat-
ter of purchase of fertilisers was not correct. As Russia was the· 
source of supply in this case, the Ambassador for India in that coun-
try should have been the proper authority through whom negotia-
tions should have been carried on with the parties concerned. The 
sub-Committee would point out that there was clear non-compliance· 
of the standing rules regarding the purchase of stores from abroad in 
pushing through this deal. They should like the Government to 
take suitable steps to prevent the recurrence of such cases. 

The Public Accounts Committee fOT 1955-56 (Sixteenth Report 
1955-56, Volume II, pages 26-27) were informed that the Ministries had:: 
noted the recommendation and had brought it to the notice oj all 
concerned. 

NorE.-8e, P.A.C. Ninth R.eport 1953-54. Volume I. R 43. 



THIllTEENTH REPORT OF THE CENTRAL PUBLIC 
ACCOUNTS COMMITTEE, 1954-55 ON THE 

APPROPRIATION ACCOUNTS (POSTS AND 
TEI~EGRAPHS) AND (RAILWAYS) 1951"52 AND 1952-53 

Ex-post-facto Sanctions 
R 4. An important question of principle came up for considera-

tion before the Committee when para. 18 of the Audit Report (Rail-
ways), 1954 was under discussion. The question of proper action to 
be taken when expenditure had been incurred witliout the sanction 
of the competent authoritr and ex-post-facto sanction thereof was 
refused by the Min!~try 0 Finance was gone into by the Committee. 
'1be subject was subsequently discussed by the Comptroller and 
Auditor-General with the Finance Secretary and the Financial Com-
missioner for Railways. The Committee are assured that the mat-
ter 11:; engaging the attention of Government and that in the case 
of the Ministries where the accounts fun<:tions have been separated 
from audit and arrangements exist for prior scrutiny of expenditure 
in accounts, such a situation. viz., failure to obtain financial concur-
rence for the expenditure before it is incurred, would not arise, as the 
Accounts Officers have been definitely directed not to make any pay-
ment unless there is proper sanction. The Ministry of Finance pro-
pose to go into this matter in greater detail and submit a note to 
the Committee for their information in due course. 

Copy of U. O. No. 14 (13)-E.D(A)/55, flaW 6-3-1967. from the 
Goverameat 01 india, Ministry of Flaance (Depart:ment of ExpeadI. 
11Ire) to the Lek Sabha Secretariat 
SUBJEcT.-Procedure for dealing with proposals made to the Finance 

Ministry for according sanctions to expenditure ex-post-
facto. 

In paragraph 4 read with paragraph 234 of the Thirteenth Report 
of the Public Accounts Committee, Volume I, the Committee had 
dealt with the general qu.estion of the action to be taken in cases in 
which ex-past-facto sanctions were refused by the Ministry of Fin .. 
ance and had desired to be furnished with a note on the subject em-
bodying the conclusions reached by the Ministry of Finance after 
discussion with the Comptroller and A uditor General. The practice 
h.itherto followed by the Ministry of Finance of refusing to accord' 
.ex-post.facto sanction in cases of expenditure involvmg seriOUs brea.-
ches of financial p1'inciples or other irregularit~es has been reviewed 
'in con.'~ultation with the Comptroller and Auditor General and it has 
been agreed that the practice should be discontinued as no longer 
compatible with the concept of collective responsibility of a Cabinet 
system of Government. 

2. The necessity for evoz.ving a suitable internal procedure to 
ensure that instances of serious irregularities are taken cognizance of 
at an adequately high level has also been examined and it has been 
decided, with the concurrence of the Comptroller and Auditor Gene-
Nt to prescribe the following procedure to,· deaLing with cases re·, 
quiring ex·post-facto ,ancticmB. 
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Cases requiring ex-post-facto sanctions will continue to be dealt 
with in the same manneT as original proposals from administrative 
Ministries.· Where the irregularity is technical or does not involve 
flagrant violations of rules and regulations, theTe is no objection to 
ex-post-facto sanction being accorded after dif!eTences, if any, ha~e 
been resoLved by discussion at appropriate levels in the adminiBtTa-
tive and Finance Ministries. In cases, however, in which no agree-
ment is reached between the Administrative and Finance Ministries 
at the Secretariat level, the Ministry oj Finance will obtain the orders 
of the Finance Minister on the proposal to accord ex-post.facto sanc-
tion and refer the 'I1Ultter to the Cabinet, where considered necessary. 
When such orders are issued, Government as a whole will accept 
,.esponsibiZity for the decision to regularise the irregularity i'n ques-
tion. The present practice of the Ministry Of Finance refusing to 
accord ex-past-facto sanction in cases of this nature will, therefore, 
be discontinued. 

NOrE.--See 1' .. \.0. 19·~5-~6. P :; (Epiluml! Volume I). 

Non-budgeted works 
R 10. During the course of their examination of the reasons ad-

vanced by the Posts and Telegraphs Department for undertdking a 
large number of works without the necessary budget provision, the 
Committee were informed that the Department was faced with un-
foreseen and very urgent demands from certain Ministries such as 
the Railways and the Defence which necessitated the construction 
of the warks in anticipation of the budget provision. The Committee 
feel that the Department could have taken up these works by ob-
taining supplementary grants or utilising the savings by taking a 
token vote. Under the rules no work can be commenced unless funds 
have been provided. and the present praclice of executing works 
without funds by the P. & T. Department is most unsatisfactory as 
it affects the efficiency of Parliamentary control. The Com,mlttee 
hope that the Posts and Telegraphs Department would take necessary 
steps to avoid a repetition of such irregularities. (See also P.A.C. 
Seventeeth Report, 1955-56, R. 8). 

APPENDIX XIX TO mE PUBUC ACCOUNTS COMMl'lTEE'S 
TWENTY-SECOND REPORT, 1956-57 

Copy of letter No. P. 63/53, dated the 19th November, 1955 act-
dressed to all Heads of Circles aDd Administrative OtJlces. The Ad· 
dltional Chief Engineer, T. & D. CIrcle, Jabalpur. 

SUB.TEcT.-Unsanctioned and Nrm-budgeted wm-ks-irregularity in 
incurring expenditure on. 

It has been observed that in spite of the D.G.'s orders conveyed 
in this office letter No. B.27-41/52 of 5th November, 1952 and the 
Chief Engineer's instructions to the Heads of Circles vide _ paras 
(a) (iv) and (d) of his letter No. P. 153/53 dated the 31st March, 
1953, expenditure is still being incuA'ed by the Divisional Engineers, 
or by the officers of equivalent rank, on unsanctioned or non-budget-
-E:d works in contravention of the provisions contained in paras 141 
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to 147 of the P. & T. Manual X (P. I.), The Public AccoWlts Commit-
tee have also very adversely commented in para 10 of their 13th Re-' 
port on the Appropriation Accounts, 1951-52 and 1952-53, for execut-
ing works without providing for funds, as it whittles away Parliamen-
tary control. The Committee desire that the P. & T. Department 
should take necessary steps to avoid repetition of such irregulari-
ties, 

. 2. The Director General, therefore, desires to impress on the 
Heads of Circles that no expenditure should be incurred, in future 
on works-

(i) which have not been duly sanct~oned by the competent au-
thority and provided for in the Budget Estimates of tne parti-
cular year in which expenditure is desired to be incurred, 

(ii) which though sanctioned, in the previous year do not find 
a place in the Budget Estimates of the particular year in 
which expenditure is proposed to be incurred unless such 
carried over Major Works have been included in the Regrant 
of Lapses statement, or 

(iii) which are not covered by proper allotment of funds. 
3. In case expenditure on such a work, beyond the power of the 

Head of Circle, is considered necessar~ a complete proposal, giving 
full reasons for the inescapability of the expenditure, should be sub-
mitted to this office, for obtaining prior concurrence of the Ministry 
of Finance (Communications). Expenditure in such cases should 
be incurred only after the financial concurrence has been obtained 
and communicated to the Head of the Circle concerned and allot-
ment of funds made. 

4. It should be clearly noted that no allotment will, henceforth, 
be made for works which are executed in contravention of these 
orders. 

5. It may, however, be added that these orders do not apply to 
the emergent works mentioned in the note below para 143 of P. & T. 
Manual Vol. X(P.I.) or to the emergent defence works in which 
cases instructions contained in A.G.'s secret D.O. No. Eng. 590/W 
(97) /51 dated the 18th April, 1952 and communicated to the Heads 
of the Circles under this office secret letter No. P. 525/51 dated the 
18th April, 1952 are applicable. . 

6. Necessary instructions should be issued to all concerned under 
your control, for guidance. . 

APPENDIX XX TO THE PUBLIC ACCOUNTS COMMITrEE'S 
TWENTY~SECOND REPORT, 1956·57 

3. It is relevant to mention in this connection that the ceiling 
limit of minor works which was fixed at Rs. 20,000 nearly 20 years 
ago, has in consideration of the fact that the cost indices of man-
power and material have gone up by 300 to 400% over the figures of 
the thirties, been raised with effect from 1-4-1955 to Rs. 1 Lakh. 
In view of the increased limit now applicable to minor works, it is 
expected that in the years to come, the number of non-budgeted 
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works will be reduced considerably although they cannot be altoge-
ther eliminated as some short notice demands must continue tt) 
come in after the Budget Estimates got finalised and the P. & T. has 
got to comply with them. 

Norl!.--See P. A. C. 19.23-24, R 20 (Epirome Volume T). 
Departmental proceedings may precede the police investigation 
R 13. This para contains a review of a number of cases of rein-

statement of Posts and Telegraphs Department employees under sus.-
pension for a long time in which the Department had to incur consi-
derable infructuous expenditure either because the original order 
of suspension had to be rescinded or because of the proceclural delay 
in issuing the final order. The Committee noticed t~at in these 
cases the prosecution was launched without sufficient evidence even 
for departmental action. In the case referred to in sub-para (c) of 
para. 16 of the Audit Report, criminal prosecution was' attempted 
even though only a petty sum of Rs. 17 was involved. The Com-
mittee feel that there is something inherently wrong either in the 
existing procedure or in the rules on the subject which appeared. to 
be unduly rigid. In their opinion, the existing procedure, which re-
quires that in every case where a criminal act is in question the de-
partmental proceedings should be held up pending the result pf the 
criminal prosecution, needs revision as this leads to delays in the 
disposal of disciplinary cases against delinquent official. These delays, 
the Committee apprehend, often enable the officials concerned 
either to tamper with or even to concoct evidence and thus escape 
punishment. In this connection, the Committee would draw the at-
tention of the Government to the judgment of the Supreme Court 
in the case of 'S.A. Venkataraman VB. The Union of India and An-
other' (1954) wherein it has been pointed out that the words "pro-
secution" and "punishment" have no fixed connotation. According 
to the Supreme Court's ruling, the departmental proceedings m,ay 
be completed and appropriate penalties under the Service Rules may 
be awarded, and thereafter, it would be quite correct to prosecute 
the Government servant concerned in a criminal court if the circum-
stances warrant such action. Further, Government are fully com-
petent to impose any penalty on the accused officially withm the 
meaning of the Civil Services (Classification, Control and Appeal) 
Rules in their capacity as employer in respect of servants employed 
by them. In view of this ruling, the Committee would urge Gov-
ernment to re-examine the matter with a view to amending the exist-
ing rules so as to enable Government to take suitable departmental 
action against their employees in cases of irregularities committed 
by them without havi,ng to wait for the outcome of the prosecution 
that may be launched in such cases. The present rules, the Com-
mittee feel enable departmental authorities to disown responsibility 
for their inaction over long periods. They also feel that if the rules 
were amended as suggested by them, there would not be any scope 
for the type of cases mentioned in the para. under consideration. 

Minist'TtJ of Home Affairs had observed (Twenty-second Rep01't 
1956-57, Appendix XXII, page 96) as follows :-

This recommendation Of the Public Aceounts Committee has been 
-aceepted and necessary cha7\ges have been made in the existing pro-
. cedure vide Ministry oj Home Affairs O19'ice Memorandum No. 39/30/, 
54-Ests. (A) dated the 7th June, 1955-(Annexure n. 
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ANNEXURE I OF APPBNJ)IX XXII TO TBB PUBLIC ACCOUNTS 
COMMffTEI!,.,S 'I'WENTY-SECOND REPORT. 195W1 

Copy of oftlee Memorud.am No. 39/38/5t-EsU .. dated the 7th 
.JUlIe, 1951 from the MiD.IstrJ of Home Mairs. 
SUBJECT.-Government Servants involved in criminal miscondu.ct-

Departme;r.tal proceedings and pl1osecu.tion 
In the Home Department letter No. F. 312/35-Public, dated the 

15th November, 1935, it has been laid down that in a case where it 
was intended to· prosecute an employee for acts committed by him 
as a Government servant, everything should be done to carry the 
departmental proceedings to as advanced a stage 8S possible before 
prosecution began. It was also laid down that the finding and 
the penalty in the departmental proceedings should not be recorded 
till after the disposal of the criminal case. This matter has been 
reviewed. The postponement of decision in the departmental pro-
ceedings till after the criminal case is finally disposed of, leads to 
undue delay in the completion of the proceedings. Moreover, if 
the officer is placed under suspension, he has to be paid subsistence 
allowance during the entire period of prosecution, and if there is 
an appeal against the conviction, till the appeal is decided. If action 
is taken immediately after the conviction in trial court, difficulties 
sometimes arise when the conviction is appealed against. In order 
to avoid these difficulties, as well as to ensure the earliest possible 
decision in such cases, it has now been decided that the following 
procedure should normally be adopted in cases of alleged criminal 
misconduct of Government servants. 

2. As soon as sufficient evidence is available for the purpose in 
the course of investigation in cases of misconduct, whether such 
investigation is conducted departmentally or through the poli~e 
(including the SpeCial Police Establishment), action should be taken 
under the Civil Services (Classification, Control and Appeal) Rules 
or other appropriate disciplinary rules, and disciplinary proceedings 
should be initiated forthwith. Such departmental proceedings need 
not interfere with the police investigation, which may be continued, 
where necessary. After the departmental proceedings are conclud-
ed, and the penalty, if any, imposed as a result thereof, the question 
of prosecution should be considered in the light of such material 
as may have become available as a result of the investigation. 

3. In suitable cases, criminal ,W'oceedings should thereafter be 
iDitiated. Before initiating'such proceedings, advice on evidence 
should be obtained from Government Counsel, and in more important 
cases from t1ie Attorney General or the Solicitor General. Where 
the conduct of an Officer discloses a grave offence of a criminal 
nature, criminal prosecution should be the rule and not the excep-
tion. Where the competent authority is satisfied that there is no 
criminal case which can be reasonably sustained against such Officers 
criminal prosecution should not, of course, be resorted to, but pro-
secution should not be avoided merely on the ground that the case 
might lead to an acquittal. 

4. Should the decision of the trial court or the appellate court, 
as the case may be, lead to the acquittal of the accused, it may be 
necessary to review the decision taken earlier as a result of the 
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departmental proceedings. A consideration to be taken into account 
in such review would be whether the legal proceedings and the 
departmental proceedings covered precisely the same ground. If 
they did not, and the legal proceedings related only to one or two 
charges, i.e., not the entire field of departmental proceedings, it may 
not be found necessary to alter .the decision already taken. More-
over, it should also be remembered that while the court may have 
held that the facts of the case did not amount to an offence under 
the law, it may well be that the competent authority in the depart-
mental proceedings might hold that the Government servant was 
guilty of a departmental misdemeanour and he had not behaved in 
. the manner in which a person of his position was expected to behave. 

5. In this connection, attention is invited to the requirements of 
Article 311(2) of the Constitution in regard to penalties of dismissal 
or removal or reduction in rank. This Article provides that no 
person, who is a member of the Civil Service of the Union or holds 
a civil post under the Union, shall be dismissed, removed or reduced 
in rank untiL he has been given a reasonable opportunitj/ of shOWing 
cause against the action proposed to be taken in regard to him. A 
proposal to amend Article 311 (2) is under consideration, but pending 
such amendment the provisions of this clause as judicially interpret-
ed must be strictly followed. According to judicial pronouncements, 
these provisions are mandatory and the words underlined con tem-
plate that after the inquiry against the accused officer has b~en com-
pleted and the competent authority has come to provisional conclu-
sions regarding the action to be taken against him, he should be 
given an opportunity of showing cause against such action, if it is 
dismissal, removal or reduction in rank. For this purpose, he should 
be supplied with a copy of the report of the inquiring authority and 
be called upon to show cause within a reasonable time against the 
action proposed to be taken. Any representation submitted by him 
in this behalf should be duly considered before final orders are pas-
sed. Failure to observe these statutory requirements renders the 
orders passed null and void and, therefore, legally inoperative. In 
case of such failure, the Government servant concerned is deemed 
.to have continued in service, or in the grade from which he was re-
duced. and subject to compliance with the provisions of any rules 
regarding allowances, he is entitled to the pay and allowances he 
would have drawn if such action had not been taken. According to 
the ruling of the Supreme Court in the case of Abdul Majid, it would 
be open to him to obtain a decree lrom a civil court against the 
Government for payment of these amounts. It is, therefore, neces-
sary for the competent authority to obs,erve strictly the statutory 
requirements of Article 311(2) in all cases in which it is attracted. 
This should be impressed on all concerned. Compliance with these 
reqUirements is not, however, required in cases covered by clause 
(a), (b) or (c) of the proviso to that Article. Where, however, 
action is taken under clause (a) of this proviso on the basis of the 
conviction of a person in a court of law and the conviction is set 
aside on appeal, the orders passed under the proviso automatically 
becnme inoperative. If departmental action against him is considered 
desirable, it will be necessary to follow the provisions of the relevant 
disciplinary rules and, where necessary, the substantive provisions 
Qf Article 311(2). 
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Copy of Oftlee Memorandum No. 39/54R Esta(A), dated the 2ttb 
October 1955, from the Governmen.t of India, MluJstry of Rome Af-
fairs to the Comptroller and Auditor General of Indta, ete. etc. 

SUBJECT.-Government sert'ants involved in criminal misconduct 
Departmental proceedings and prosecution. 

Attention of the Ministry of Finance etc. is invited to the instruc-
tions contained in this Ministry's Office Memorandum of even num-
ber dated the 7th June, 1955 on the su.oject not'ed above which lays 
down inter alia that as soon as sufficient evidence of criminal mis-
conduct of Gove1'nment servants is available in the course of inves-
tigation either departmentally or through police, action should be 
taken under the C.S. (eCA) Rules or other appropriate discipZine 
rules to initiate departmental proceedings and only after such pr0-
ceedings are completed, the question of prosecution shouZd be con-
sidered in the light of such eVidence as may have become available 
as a result of such investigation. All earlier instructions issued by 
this Ministr'IJ on the subject including those contained in the direc-
ri1,e enclosed with Ministry ot Henne Affairs Office Memorandum No. 
22/l/50-P. II, dated 14th January, 1954 'T'egarding procedure in cases 
dealt with by the Special Police Establishment should be deemed as 
superseded to this extent. 

2. Where the necessary papers are to be obtained from the Spe-
cial Police Establishment, the Vigi~nce OtJice concerned may contact 
the Special Police Establishment direct. As regards investigation, 
conducted by the StClte Police, State Governments are being request~ 
ed to ask District Magistrates and the Police authorities to assist in 
giving effect to this policy. 

Irregular closure of inoperatiVe work order, in the Posts & Tele-
graphs Workshops, Atipore 

R 20. Para 20 of Audit Report 1953.-This para discloses that the 
accounts of over a thousand inoperatiVe work orders for jobs under-
taken and completed during the pre-Partition period from 1942 to 
1947 could not be closed in the Alipore Workshops due mainly to a 
heavy variation of over Rs. 18 lakhs befween the actual charges de-
bited to these jobs and the value of the stores as challaned on their 
despatch after manufacture. The reasons for this heavy variation 
were stated to be (i) defective estimating or failure to revise the 
challened rate to accord with the steep rise in the cost ·of raw mat&-
rials and labour during 1942-47, and (ii) irregular booking of charges 
against work orders due to concurrent running of various work orders 
for the manufacture of the same kind of stores. 

The Committee do not see why work orders should be kept open 
for such long period. They suggest that to ensure detection of irre-
gular allocation of expenditure between work orders (as in the case 
under consideration), the bulk orders on workshops should be split 
up into smaller items. This would also enable the respective work 
orders being closed at the end of each half-year and the correct posi-
tion assessed at more frequent intervals than is possible under the 
p.xisting arrangements. 
16·--5 CampI. A. 0./58 
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'The instructions had been issued in Director General, Posts and 
Telegraphs Letter No. N.A.-61-1/58/B, dated the 8th November 1955, 
(Appendix XXIV to the Public Accounts Cmnmittee's Twenty-second 
Report .. 1956-57) to split up large work 'orders and to clear them withitn 
,three months and in any case before the end of the financial year. 

Cost accounting System in Posts and TeZegraphs Workshop 

R 22. The Committee would like to mention that no method of 
checking up employees or of preventing waste in materials, whether 
intentional or accidental, can be carried out without an effective cost 
system providing for the comparison between the limits fixed in res-
pect of labour and materials for each item of work with the actual 
performance. The system actually adopted may take any shape that 
may be found suitable to local requirements but its essential feature 
should be the estimating, in advance, of the time that should be spent 
and the materials that should be used and the systematic comparison 
()f the results of actual performance with such estimates. 

NOTI!.-SL'e P.A.C. 'Fifth Report, 1952-5:3. R-:i3. 

1. Fictitious adjustment in accounts. 
2. Telepho'Re instructions to be confirmed in writing. 

R 24. Para 26(a) of Audit Report, 1954.-This Para disclosed 
one of the numerous instances in which stores were accounted for 
as issued to the Engineering Divisions although they remained in 
the Depots pending despatch for quite a long time thereafter. In 
this manner, the Engineering Divisions prevented lapse of 'unspent' 
funds and reduced the book balances of stores held in the Stores 
Depots. It came to the notice of the Committee that this practice 
was resorted to on some telephonic instructions on the 30th March. 
1951 from a junior Officer in the Directorate General of Posts and 
Telegraphs. The irregularity arose out of a misunderstanding of 
the telephonic instructions. The Directorate have observed that the 
Officer should have recorded his orders in writing and confirmed 
the same. 

R 25 .••• The Committee note that the Dire~tor-General, 
Posts & Telegraphs has since issued suitaDle instructions to all con-
cerned to ensure that this kind of irregularity does not occur in fu-
ture and that the issue of stores in the month of March is confined to 
what can reasonably be expected to be despatched before the end 
of that month. 

ANNEXURE TO APPENDIX IV TO PUBUC AOOOUNTS 
OOMMITrBI'S TBIB'I'EENTII BEPORT, 1954-55, VOLUME D 

Copy of P. &: T.DepaJ.imeDt Oftlce Order No. 14, dated the 12th 
AprII,l9M 

An instanee has recently been brought to notice in which a Sec-
tional Officer of the Directorate issued certain *&1ephonic imstructions 
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to an officer in a Circle Office but failed to confirm the same in writ-
ing. The omission left room, for misunderstanding particularly as 
they related to ,a matter on which the officer concerned in the 
Directorate was not competent to take a final decision or issue final 
orders. The result was that the instructions led to serious irregu-
larities which were commented upon adversely in the Audit Report 
and formed the subject of criticism by the Public Accounts Com-
mittee later on. It is, therefore, hereby ordered that Sectional Offi-
cers of the Directorate should act with the due caution and ensure 
that telephone instructions where these are necessary, are followed 
immediately by '!Vrltten confirmation and that written orders of the 
competent higher authority are invariably obtained in all cases 
where instructions which are not in conformity with the existing 
rules are issued to Circles. 

Concessions in contracts to be made not through exchange of 
letters but by specific provision in the original or supplementary 
agreement. 

R 57. The Committee learnt from the Comptroller and Auditor-
General that when the agreement was concluded originally on the 
20th August, 1947, it did not mak~ any provision for the inclusion of 
initial depreCiation and double depreciation, but this was done 
subsequently by exchange of letters. While the Committee agree 
that the underlying idea of giving this concession was to give a 
fillip to new industries and rehabilitate old ones, it would have 
sufficed if a supplemental agreement had been entered into with 
the TELCO according to which the initial and double depreciation 
were allowed to be carried over until the profit potential of the 
Company developed. While the Committee do not want to re-open 
the question, they would, nevertheless, desire that Government 
should take such a precaution while entering into all such cont-
racts in future and instead of giving any concession through letters, 
they should invariably make specific provision either in the agree-
ment itself or execute a supplemental agreement, if need be. 

Ministry of Home Affairs had obserl..'ed (Twenty-second Report 
1956-57 Appendix XXll page 96) as follows :-

This has been brought to the notice of aU concerned. 

Reference of cases to a?'bitra~ion in which "No Claim Certificate" 
had beern signed by the oontractors 

R 84. As desired by the Committee, the Railway Board have 
submitted to them a Memorandum (Appendix XXIII) on the ques-
tion of reference of claims to Arbitration in respect of which 'no 
claim certificate' had been tendered by the contractors. In view of 
the opinion given by the Law Ministry as set forth in the concluding 
sub-para of the Memorandum. that if a contractor chose to prefer a 
claim after giving a 'no-claim certificate' and pressed for the appoint-
ment of an Arbitrator, the Railway should appear but question the 
jurisdiction of the Arbitrator. lest the case of the Railway should 
go by default, as it was not possible to prevent a case from going 
at all either before an arbitrator or a court of law, the Committee 
have no comments to make. 
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APPENDIX xxm TO TIlE PUBLIC ACCOUNTS COMMl'ITEE'S 
mmTEENTH REPORT 1954-55, VOLUME D 

MINISTRY OF RAILWAYS (RAILWAY BOARD) 
MEMORANDUM • • • • * 

The question whether reference of cases to arbitration could be 
prevented woen no claim certificates have been given, arose out of 
an Audit Para on the "abandoned Locomotive BUilding Works Pro-
ject at Kanchrapara" where two claims relating to items in respect 
of which contractors had signed 'no claim' certificate previously, 
were referred to arbitration. In considering this particular case, 
the Public Accounts Committee observed in para 11 of their Fifth 
Report that the Railway Administration should have insisted on the 
exclusion of these cases from, the claims before agreeing to arbitra-
tion. In pursuance of this recommendation of the Committee, ins-
tructions were issued to Railway Administrations on the 24th August, 
1953 directing them to refuse to agree to arbitration unless tliose 
items were excluded from the Statement of Contractors' claims, 
instead of contesting them in the counter-statement filed with the 
Arbitrator. On receipt of these orders, some Railway Administrations 
under the advice of their Solicitors represented to tho:' Board that 
such a refusal by the Railway might jeopardise the interests" of the 
Railway themselves, as the arbitration proceedings would be ex-
parte. At this stage, the advice of the Law Ministry of the Gov-
ernment of India was sought, who observed as below:-

. "The plea of the Railway Administration that no claim receipt 
fully absolves them from any liability from payment would 
not go to suggest that no dispute had existed between the 
parties for which the arbitration clause could be invoked. 
This is so because the contractor does not admit the no claim 
receipt and is prepared to meet it. The Railway Administra-
tion has to appear before the Arbitrator to say that the re-
ceipt is genuine and prove that no claim is sustainable." 

The above opinion of the Law Ministry was brought to the notice 
of the Public Accounts Committee at the meeting on the 26th of 
December, 1953, by the Financial Commissioner. It was suggested 
at the meeting that the caSe should be examined further to see how 
far the contracts could be amplified so that the Railways will not 
be obliged to contend cases before an Arbitrator once a no claim cer-
tificate had been given. The Financial Commissioner promised to 
investigate the case further in consultation with the Law Ministry. 
This was done and a further Memorandum (under comment) was 
placed before the Public Accounts Committee incorporating the 
views of the Law Ministry. The suggestion contained in the Memo-
randum for inclusion of a clause to the effect that a contractor, who 
has given a no claim certificate, would be debarred from invoking 
the arbitration clause, has not been favoured by the Committee 
presumably because from the legal stand point, the contingency of 
Railways having to contend cases before an Arbitrator cannot be 
avoided even in such cases. The Committee have, however, re-stated 
the view that there was hardly any justification for referring the 
particular case to Arbitration and deSired to know the action taken 
by the Railway Board against the officers responsible for referring 
these two cases to arbitration. . 
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The Railway Administration have explained the position as 
under ;-

(i) Before agreeing to arbitration, the contractors' claims in 
respect of these two cases were repudiated in definite 
terms. 

(ii) Arbitration was insisted upon by contractors and the general 
and special conditions of the contract did not contain any 
clause debarring such items (where no claim certificates had 
been given) going to arbitration; if the Railways refused to 
nominaie an Arbitrator, the contractor might have got aD 
ex-parte decision in his favour. 

(iii) The Railway Administration also thought that Iefusal to 
refer to arbitration might not be prudent in view of the pos-
sibility of the contractors taking the entire claim to a court 
of law. ' 

(iv) The Railway Administration, after having considered all pos-
sibilities. had no alternative but to agree to include the two 
cases for arbitration, but a counter-statement was filed 
by the Railway before the Arbitrator, which brought out in 
no uncertain terms that the contractors had no claim against 
the Railway. 

The Ministry of Law have also advised that if a contractor 
chooses to prnfer a claim after giving a no claim certificate and pres-
ses for the appointment of an Arbitrator, the Railway should appear 
but question the jurisdiction of the. A'rbitrator. If that is not done, 
the case of the Railway may go by default. The contractor can in 
any case file a civil suit in spite of a no claim certificate in which 
case the Railway will have to put in a defence and contest the case. 
It is. however. not possible to prevent a case from going at all either 
before an arbitrator or a court of law. 

NOTP .. -Str r.A.C. Fifth RI~port 1952-5:-1. RII and T .. nth Report 1951-5-1. R35. 

Period of retention of files relating to compensation claims on 
Railways 

P 190. Para 37 Railway Audit Report, 1953.-This para disclosed 
that the position regarding the supply of relevant files by some of 
the Railway Administrations had not been quite satisfactory and in 
many cases, Audit was ultimately told that some of these had either 
been destroyed under the time-limit laid down for their preservation 
or were not traceable. 

P 191. The Committee desired to know what steps had been taken 
to retrieve the position. The representative of the Railway Board 
stated that now all records relating to compensation claims were to 
be preserved for a period of one year by the Railway Administration 
after the last payment was made and that a proper record of the 
files destroyed should be maintained. He added that the cases re-
garding compensation claims were not likelr to go on for more than 
a year. He promised to examine the questIon whether it would not 
be better to preserve the files for 3 years in cases where there was 
a decree or settlement out of Court. 
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APPENDIX XXIV TO mE PUBLIC ACCOUNTS COMMI1"tEE'S 
SEVENTEENTH REPORT, 1955-56, VOLUME D 

Copy of MIDIstry 01 RaUways (RaIlway Board) letter No. 6'724-
'le, elated the 13th. February, 1956 to all indian RaHways re: Pre-
servation of reeords relating to eases of compensation claims. 

During discussion at the meeting of the Public Accounts Com-
mittee in connection with Audit reports 1953 and 1954, a question 
was raised regarding destruction of claims cases which after the 
party goes to a Court of Law, are settled either by negotiations or 
by meeting the Court's decree. The Committee felt that the period 
for the retention of such files should be more than one year after 
the payment or meeting the decree, as legally a decree may be 
executed within three years and it is likely that these papers may be 
required in connection with execution of proceedings etc. 

The matter was referred to the Commercial Committee who 
discussed it at their meeting held at Bomb:lY and the resolution re-
corded at the meeting is reproduced below :-

"The Commercial Committee are of opinion that. for the pur-
pose mentioned by the Public Accounts Committee (i.e., in 
respect of claims cases which, after the party goes to a 
Court of Law, are settled either by negotiation or by meet-
ing the Court's decree), it will suffice if a certified copy of 
the decree and relevant papers showing that the decree is 
satisfied, are preserved. for three years from the date of 
the decree instead of preserving complete files." 

The Railway Board have accepted the recommendation and 
desire that in future action should be taken in terms of the aforesaid 
Resolution. • 

NOTB.-Su P.A.C. Ninth Report 1953-54. R 41 and Tenth Report 19S:i-54, R 2(;. 

Review of outstanding items of previOUS reports of the Public 
Accounts Committee 

. P 235. The Committee considered the question of the procedure 
to be adopted in reporting their review of outstanding items of 
previous reports. It was decided that wherever the action of the 
Ministries was to be concurred in and no further action was called 
for or no comments were to be expressed, there would be no need 
to refer to these items in ,the current Report of the Committee. 
These items may, however, be included in the statements of re-
view of outstanding items attached to the current Report. It was 
also agreed that wherever matters of principle were involved, 
however, the review together with the comments of the Committee 
may be included in the body of the current Report. 



FOURTEENTH REPORT OF THE CENTRAL PUBLIC 
ACCOUNTS COMMITTEE, 1954-55 ON THE 

APPROPRIATION ACCOUNTS (DEFENCE SERVICES), 
1951-52 AND 1952-53 

Periodical review of stock balances and the system of procurement, 
stocking and accou.nting of nores 

R 11. *** The Committee were informed by the Comptroller and 
Auditor-General that stores were indented for even when large sur-
pluses existed in some depots or others. They, therefore, think 
that a periodical review of stocks is necessary to avoid large resources 
being immobilised, and recommend that the Ministry of Defence 
should review the whole position regarding the procurement, stocking 
and accounting of stores and set it on a more rational and scientific 
footing. They should like to know, in due course, the action taken 
in the matter. 

R 12.Para 10(e), (f) and (g) of Audit Report, 1954 Over-indent-
ing of stores.-These paras afford striking instances of overprovi-
sioning and overindenting of stores, both indigenous and foreign, 
which resulted not only in unnecessary and appreciable dissipation 
of the country's resources but also indicated lack of planning and co-
ordination between the different branches of the Defence Services. 
The Committee think it more important that action to indent stores 
should be initiated only after firm and final decisions have been 
reached on the type and quality of equipment and stores required. 

The Committee heard the Master General of Ordnance regarding 
the method followed by his organisation in the matter of provision-
ing of stores and its periodical review. In the course of his evidence, 
he stated that he was not quite satisfied with the existing position. 
He further informed the Committee that the possibility of centrali .. ·· 
ing provisioning as it used to be before the War was under exami-
nation, although the question of manpower and economy stood in 
the way. The Commlttee stress the need for overhauling the sys-
tem of provisioning for stores so that surpluses do not occur. 

The Ministry of Defence had observed (Ninteenth Report, 1955-56. 
Volume 1. pages 82-85) as follows :-

A.s regards periodic review of stocks to avoid pZacing oj indents 
for items or stores where surpluses exist, the existing procedu.re pro-
vides for periodic ret,iews of stocks and their comparison with babi-
lities with a view to assessing whether a fresh demand should be 
placed 01' not. Where large surpluses are revealed as a result of the 
reviews, action is already being taken to declare the surpluses for 
di'sposal, so as to prevent unnecessary locki-ng up of funds a.nd to 
clear storage space. The attention of all concerned is, however. 
again being drawn to the necessity for this procedure being carried 
out S1}stematically and to take action for cancellation of the indents 
in time, if stores surplus to requirements are revea.led. 

Provisioning is strictly based on the data relating to strength and 
composition Of the Army, the various reserves and other commit-
ments approt'ed by the General Staff with the concu.rrence of the 
Ministry of Defence and the Ministry of Finance (Defence) every 
year. The requirements in. respect of main equipments/Btore,/ 
vehicles are calculate.d on the basis of variOtLS scales (initial Clnd 
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wastages) authorised to units in their peace establishments/war 
establishment. 0'1' peace equipment tables/war equipment table. and 
the wastage scales issued by General Staff w1.th the concurrence 
of the Ministries of Defence and Finance (Defence). As regards spare. 
and other items, the maintenance requirements are based on the 
past average issues; the detailed calculation and the ultimate de-
mands are vetted by the Mi7.listry of Fi~e (Defence) in each case 
and u~here the cost of item exceeds Rs. 5 lakhB: the approval of the 
Ministry of Defence is also obtained before the demands are placed. 

The basis of provisioning is worked out 2 years in advance tak-
ing into account the expected strength of the Army during the peri-
od for which provisioning is ~arried out. Projected increases or 
decreases are also taken into consideration to avoid over-provisioning. 
Only the actual requirements of a unit in accordance with its opera-
tional or non-operational role is taken into account. The USe of 'in 
liet" items wherever possible is 'also insisted upon. The scales of 
equipment are constantly reviewed to enBtLre that they a,.e reduced 
to the inescapable minimum. In case surpluses are revealed as a 
result of previous reviews due to reduction in scales/wastages/re-
serves 0" change in equipment policy, immediate steps are ttaken to 
red'uce/canC'el outstanding demands. if any. without financial reper-
cussions and these items a,.e put to alternative use' or 1IUIXimum 
quantities thereof are retained commensurate with their shelf life 
fOT utilisation towards fo,.eseeable requirements. The balances. if 
any. are offered to flthe,. Defence Services before they a,.e finally 
declared surplus for disposal. 

Ad hoc reviews are also carried out, as and when the stock posi-
tion undergoes a radical change, during the course of the year. In 
addition, a review of outstanding indents on various sources of sup-
ply is carried out periodically with a view to prog,.essing supply 
an,d/or cancelling/reducing demands if surplus in ·,.equirements is 
revealed This enables adjustment of anticipated liabilities against 
existing assets, namely, stocks plus outstanding demands previously 
placed on 1.,ariou.s agencies and placing / ad.1ustment of demands in 
suppl,iers for the relevant financial years. 

It will be seen from the above that ordinarily there should not 
be any over-proviaioning except due to error of judgment. It is only 
if certain reductions or reorganisation which affects the stOTe re-
quirements are decided upon, as a matte,. of policy, after provision-
ing action has been initiated the stores already demanded may be 
found unnecessary. In such cases, steps are taken to cancel the demand 
~r where this cannot be done, every attempt is made tq make use of 
the stores. It is felt that barring failure of the human agency the exist-
ing system of provisioning described above is already very compre-
hensive and systematic. 

The above describes the procedure mainly in regard to Ordnance 
Stores. 

Further observations made by the Ministry of Defence received 
with Lok Sabha Secretariat letteT No. 168 P.A.C./56 dated 25-8-56 
are as below: 

The procedure which is being followed by Service, Headquarters 
a.nd the D. G. O. F. in regard to the provisioning at, other stOTeS was 
«180 examined in detail by this Mintst", in conS'U tation with the 
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Minist'1l of Finance (Defence). The eristing procedure was found 
satisfactory and it was decided that it should be allowed to continue. 
If/,. order to avoid over provisioning of stores, the following further 
8teps have, however, been decided upon:-

(a) As soon as a major policy decision on prOVisioning is taken, 
a special review will be ordered. 

(b) The special review will be conducted in the same detail 
and with the same care as the regular provision review. 

(c) If surpluses are noticed, immediate intimation will be sent 
110 the procuring agency to suspend further action on the 
indents. 

(d) Final decision either to cancel the order or to continue the 
order will be taken without undue delay. 

Commencement of U'J,.l, without administrative ~pproval 
R 15. Para 8 of Audit Report, 1954-Commencement of Works 

without technical sanction.-This para discloses that in contraven-
tion of the prescribed procedure for the execution of the Defence 
Works, tenders were called for in the case of 93 contracts costing 
about Rs. 46·4 lakhs before technical sanction had been accorded. 
In respect of one work contract costing Rs. 10·65 lakhs, the sanction 
came m at avery late stage when a major portion of the work 
'amounting to Rs. 10·56 lakhs had already been completed. In exte-
nuation, it was explained that a number of works were executed in 
one of the Commands in great hurry at the instance of the Executive 
.Officers who were not aware of the importance of obtaining prior 
technical sanction. The Committee note that the authorities have 
now agreed that the works will be administratively approved at least 
6 months before funds are allotted and actual construction work is 
taken in hand. During this period of 6 months, the Engineers would 
have an opportunity to prepare the designs in detail and to get the 
contract documents, drawings. etc., ready. 

The Committee would, suggest that it would be desirable in 
the' interest of the Defence Services as well as the Ministry of De-
fence to have a forward programme of works prepared indicating 
approximately how much funds would be available for the execu-
tion of various works during a given period and a general overall 
.picture on the basis of which the services could prepare their plans 
and estimates. The Committee shall be glad to know in due course 
the· action taken by the Ministry to implement this suggestion. 

The Minist':y of Defence had ,observed (Nineteenth Report, 19;j5-
56, volume I, page 87) as foUO'lvS :-

The Services Headquarters have been advised to plan ahead and 
to submit their J1I'Oposals for works projects to be undertaken during 
the three years from 1958-59 to 1960-61 by October, 1957. This will 
indicate that every endeavour is being made to advance the actual 
issue of administrative approvals so that the Engineers have plenty of 
time to plan out the details of projects for execution. 

To assist the Services, to plan ahead, the probable size of the 
Capital Works budget fM the next five year period (subject of COU7"Se 
to tM. approval of the Parliament) has been indicated. 
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Coat of production by the O,.dnance Factorier 
R 30. During the course of the evidence gh'en by the Engineer~ 

in-Chief in connection with the utilization of the equipment and arti-
cles manufactured by the Ordnance Factories, it was brought to the 
notice of the Committee that the cost of supplies obtained from these 
Factories was considerably higher than the cost at which similar 
supplies could be procured from other sources. The Committee feel 
that as these Factories are also under the control of the Ministry of 
Defence and they have to be maintained not only as a war potential, 
but also on a care-and-maintenance basis, some formulae should 
be evolved by that Ministry in consultation with the Financial Ad-
viser, Defence Services under which these Factories made supplies 
not only to the M.E.S. but to other Defence and Civil Organisations 
;tt competitive rates treating the difference in the cost as a standing 
charge of the Factory concerned. 

The Ministry of Defence had stated (Nineteenth Report, 1955-56. 
Volume I, Pages 92-93) as follows :-

The position regarding these is fully explained below:-

(a) Supplies to the Defence Seroices. , 
Instructions already exist that Defence Services will not place 

orders outside the Ordnance Factories for items fOT which capacity 
exists in the Ordnance Factories. That being the position, it does not 
matter what prices are charged by the Ordnance Factories to the De-
fence Services. If lower prices were charged than their fun cost oj 
production, while the stores portion of ~he Defence budget would 
show a saving, the Ordnance Factories portion of the budget fJlIifIht 
show a loss, the net result to the Defence budget as a whole bemg 
"nil". In practice under the stabilised 'on cost' system certain fixed 
overhead charges of the Ordna.nce Factories are not tevied on the 
stores supplied. these charges being treated as the fixed over-heads 
(unabsorbed) of the Factories. 

(b) Civil indentors, Government or private. 
The costs of items to be supplied are first worked out on two 

bases. 
(i) Minimum costs.-These include direct labour, direct mate-

rials and variable overheads. In cases where the load in g,ny of the 
sections concerned with the manufacture is less than 75% ot. the 
capacity load, the percentage of variable charges to be levied w,n be 
further scaled down by the ratio which the actual load of the section 
concerned bears to 75% of the capacity load. 

(ii) Maximum costs.-These include all charges, including over-
heads excepting that portion of fixed charg.es kept. u'nder-absorbed. 
Factories are empowered to quote any S'Uttabte pnce between the 
minimum and the maximum against civil order, having regard to 
competitive market price. 

Set up of the Canteen Stores Department 
R 40. It has been pointed out in the Audit Report that the 

Canteen Stores Department was being run as a Government commer-
cial undertaking but its receipts and expenditure were still being 
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kept outside the Government Accounts (Consolidated Fund of India) 
in contravention of the provisions of Article 266 of the Constitution. 
The effect of this irregular procedure has been that expenditure in-
curred on this Organisation and sums appropriated out of its profits 
for the purpose of welfare and amenities to troops from time to tiIne 
had not been submitted to the vote of Parliament. The Committee 
are informed that the whole matter regarding the future set-up of 
this Organisation is under consideration of Government. They sho.uld 
like to know in due course the decision arrived at in the matter. (See 
alBo P.A.C. Sixth Report, 1957-58 R 74.) 

APPENDIX vm TO mE PUBLIC ACCOUNTS COMMrrl'EE'S 
FOUBTEENm REPORT 1954-55, VOLUME n 

MINISTRY OF DEFENCE 
Note statmg the set-up of the Ca.n.teeD Stores Department as also 

the steps taken to give it a statutory existence. 
1. SET-UP. 

The Canteen Stores Department (India) is an undertaking run 
on behalf of and for the benefit of the personnel of the Armed Forces 
under the general supervision of the Ministry of Defence. 

The affairs of this organisation are managed by a Board of Con-
trol on which all the three Defence Services are represented. In 
addition, there is a Board of Administration with its Headquarters 
at Bombay which is responsible for the day-to-day management of 
the Department subject to the policy laid down by the Board of 
Control. 

Objects 
The aim of the C.S.D.(I) is to supply canteen goods to Defence 

Services personnel near their "lines" and at a reasonable and uni-
form price all over India. 

Fu.nds 
The funds of the C.S.D.(I) were drawn partly from the profits of 

the old C.S.D. which was run as a Government Department and 
partly from some loans taken. from Government. The loans were 
later repaid with interest. 

Accounts 
The accounts of the Department are maintained on commercial 

lines. The receipt and expenditure accounts are subject to detailed 
audit by a firm of Chartered Accountants appointed by the Board 
of Control. The accounts at present are also subject to the Local 
Test audit, by the Assistant Director of Audit, Defence Services and 
appear in the Commercial Appendix to the Appropriation Accounts 
of the Defen.ce Services. 

Profi,ts 
It is the poliey of the Board of Control that the Department 

should work on as small a margin of "profit" as possible consisten1s 
with the efficient funetioning of the Department. A part of the 
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"profits" is distributed among the three Services for providing am~­
nities to Service personnel. Thus, unlike commercial undertakings 
in the private sector, this Department is not run with any "profit 
motive' in the usual sense of term and any profits made ultimately 
go to provide amenities to members of the armed forces who form 
its only clientele. 

2. STATUTORY BASIS 
From the facts given in the preceding paras., it will be seen that 

the C.S.D.(I) although supervised by a Board of Control consisting 
of official members is a commercial undertaking and that it is neces-
sary and desirable that the existing character of the Department and 
the present system of keeping its accounts on commerciallines be re-
tained as far as possible. The question of giving this undertaking 
a statutory existence is under consideration. 

Proforma preparation of accounts of respective wings of Hindustan 
Aircraft Ltd . . 

• 
R 41. * • • The Committee feel that departmental accounts should 

be maintained viz., Aircraft, Railway Coaches and Bus Bodies so as 
to facilitate a comparison and scrutiny of the operatIOnal efficiency of 
the respective Wings. They would also suggest that a ful1er Report 
embracing the various activities of this concern as also its Balance 
Sheet and Profit and Loss Accounts, separately for each Department, 
should be made available to Members of Parliament annually for 
their information. 

The Ministry of Defence had observed (Nineteenth Report. 1955-
56, Volume I pages 104-105) as follows :-

In consultation with Audit, the question of the separation of the 
accounts department-wise of the Hindustan Aircraft Limited was exa-
mined. A complete separation of the initial accounts of each depart-
ment was found to be impracticable in the existing set up of the 
Factory organisation and the structure of the financial and cost 
accounts m.aintained by the Company. However, to achieve the 
object in view, Hindustan Aircraft Limited will prepare a statement 
annually a.fter the close of the financial year showing department-
wise the total sales, actual expenditure incurred and the profits made 
(both gross and net). Copies of the statement would be submitted 
to the Public Accounts Committee. 

PropoBal to delegate powers to o6icers at various levels to di,-
pose of Audit objections 

R 42. The Committee note that the bulk of the outstanding audit 
objections relate to the M.E.S. During the course of evidence given 
by him before the Committee the Engineer-in-Chief raised an im-
portant point viz., that delegation 'of powers to the Officers at vari-
ous levels to dispose of on the spot unimportant objections arising 
.out of minor breaches of rules and regu18tions etc. would eo a long 
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way in reducing the number of outstanding objections. The Com-
mittee commend this suggestion for consideration not only by the 
Ministry of Defence but all major spending Ministries as this mea-
sure would undoubtedly lead to the expeditious settlement of the 
majority of the outstanding objections and save considerable time 
and money. both in the Audit and Executive Offices. 

The question is still under the consideration of the Ministry of 
Defence. 



FIFTEENTH REPORT OF THE CENTRAL PUBLIC 
ACCOUNTS COMMITTEE 1954-55 ON THE APPROPRIA-
TION ACCOUNTS (CIVIL) 195Q.o51 AND AUDIT REPORT 

(CIVIL), I 952'--' PARTS I AND II ETC. 
Presentation of Advance Audit Report in case of delay in Compilation 

of Appropriation Accounts 
R 2. The Committee and Comptroller and Auditor-General have 

for some time felt dissatisfied with the frequent delays in the compi-
lation of the Appropriation Accounts. Mention has been made in para 
5 of the Report on the Accounts of 1947-48 (Pre-Partition) of the pro-
posal that important financial irregularities should be brought to the 
notice of the Committee in advance of the formal Appropriation Ac-
counts and Audit Report thereon. It was then felt by the Committee 
that such advance Audit Reports would enable them to consider cas~s 
of irregularitiei in time to enable effective action being taken. 

At their subsequent discussions of the matter with the Auditor-
General it was decided that whenever any delay was anticipated in 
the completion of the Appropriation Accounts, the Comptroller and 
Auditor-General might present an adva.nce Audit Report to be des-
cribed as Audit Report, Part I, dealing with cases involving fihanoial 
irregularities, losses of public money due to fraud, negligence or 
nugatory expenditure and criticisms and comments thereon. 

NOTB:-See P.A.C. 19t7-48 (Pr~-partilion) It-5. (Epitome Volume I) 

Bhakra-Nangal Project 
R 5. During their examination of the action taken by Government 

on the recommendations made by the previous Committee in their 
Seventh Report in so far as it related to the Bhakra-Nangal Project. 
an Inter-State River Valley Project financed by meahs of funds ad-
vanced by the Centre to three participating States and which is under 
the overall charge of the Bhakra Control Board consisting of the 
representatives of the Central Government and the three participating 
States, a question was raised about the scope and extent of their con-
trol over the expenditure incurred on the execution of this Project. 
Committee's attention was drawn to a reported decision of the Punjab 
Cabinet which held that they (the Committee) had no jurisdiction over 
the Accounts of this Project. While the Committee agree that the 
provision for the expenditure on the construction of the project is 
made in the Budgets of the respective States and the concerned Ap-
propriation Accounts are presented to those State Legislatures and 
the examination of these Accounts comes within the purview of the 
respective Public Accounts Committees, nevertheless. it is obvious 
that to the extent that the Central Government and the Officers under 
the Central Government are actually involved in matters concerning 
the project, their actions and transactions cannot wholly escape the 
scrutiny of Parliament and, therefore, of the Central Public Accounts 
Committee. . 

P 1134. At the outset. the representative of the Ministry of Irriga-
tion and Power informed the Committee that they had been treating 
the Bhakra-Nanga! Project as a Centra! Project. Although strictly it 

. could not be treated • such. He said that the project was under 
the control of a Board viz., the Bhakra-Control Board on which 
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the three participating States viz., PWljab, Rajasthan and 
PEPSU and the Centre were represented. He added that the Centre 
which advanced money to the participating States for executing the 
Project should know that it was not frittered away by them and to 
that extent the Central Government should keep a watch and if the 
Committee desired that a financial statement should be submitted ':0 
them in regard to this project, they would do so hereafter. 

P 185. The Comptroller and Auditor-General informed the Com-
mittee that the Accountant-General, Punjab was in overall control of 
auditing the entire expenditure incurred on this Project and he sub-
mitted his Reports to the Public Accounts CommIttee of the Punjab 
State Legislature. In reply to a question, the representative of the 
Ministry of Irrigation and Power stated that the Control Board was 
in over-all charge of all technical and financial aspects of the project, 
the actual work of construction being carried out under the direction 
of the Control Board by the Chief Engineer concerned of the State in 
which the work lay, except that in respect of the construction of the 
Bhakra Dam and appurtenant works which lay partly in Punjab and 
Bilaspur, the work would be done by the Chief Engineer, Punjab. 
These State Governments, were, therefore, answerable to their 
respective Accountants-General and Legislatures in respect of such 
expenditure. 

Intervening, the Comptroller and Auditor-General pointed out 
that the Project had got a Chief Accounts Officer, who, for adminis-
trative purposes, came under the control of the F'inance Department 
of the Punjab Government, but there was an understanding that if 
there was a disagreement, b~tween him and the Finance Department. 
then, the matter would b~ referred to the Control Board and 
though the Chief Accounts Officer of the Project was under the con-
trol of the Punjab Government, he could not be overruled if there 
was a difference of opinion and that must be discussed in the Con-
trol Board. He added that the entire accounting was centralised in 
the hands of the Chief Accounts Officer though the expenditure might 
be incurred by the three different States. The A.G., Punjab was also 
responsible for seeing that the quantum of expenditure was apportion-
ed between the three States in accordance with the agreed decision 
of the Control Board. 

P 186. The Comptroller and Auditor-General further pointed out 
that there should not be any overlap in the functions of the Public 
Accounts Committees of the Centre as well as the States in the mat-
ter of examination of the Accounts relating to this Project. He sug-
gested that the Irrigation and Power Ministry should annually place 
before the Committee a note dealing with the policy and financing 
of the Project and the progress made in its execution and if the Com-
mittee desired, he would comment upon it and then they could exa-
mine the Ministry on those points. The representatlve of the Ministry, 
however, suggested that the constitutional position might be examin-
ed re~arding the propriety of the Central Government going into the 
details of a State Project. He said that the amount advanced was in 
the shape of a loan and not a grant and it was the State Legislature 
that voted the funds for expenditure in that State. He, therefore, 
urged that it might be examined as to whether it was open to the 
Central Public Accounts Committee in the existing constitutioBaI 
set-up to go into the accounts of the States. The Committee expressed 
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the view that the Central Government which advanced the loans 
should see that the money was utilised properly. It was also 
pointed out that the Minister for Irrigation and Power had always 
been answering questions relating to this Project as and when asked 
in the Parliament. 

Expeditious compilation of Appropriation Accounts. 
R 10. The Committee view with much concern the delay that 

occurs in the matter of regularising such excesses. They consider that 
in order to make Parliamentary control over expenditure more effec-
tive, the excesses over grants and charged appropriations together 
with the reasons therefor should be placed before Parliament expedi-
tiously so as to enable them to review the regularisation thereof. But 
before this can be done, the accounts of a financial year have to be 
finally closed within a few months of the close of the year and this 
in turn depends on the early settlement of all Exchange Accounts 
and Remittance transactions and also on the punctual reconciliation 
of entire accounts with the departmental accounts. The Committee 
would strongly urge that a serious view should be taken of delays in 
the acceptance of debits and charges and in the reconciliation of ac-
counts and also of delays in offering explanations for savings and ex-
cesses. It is these delays that cumulatively account for the ultimate 
delay in the preparation of Appropriation Accounts and their conside-
ration by the Public Accounts Committee on behalf of Parliament. 

Copy of Government of India, Ministry of FInance (Department 
of Economic Aftalrs) Office Memorandum No. F. 10(18)-B/56, dated 
the 18th June 1956. 

SUBJECT: -Expeditious compilation of Appropriation Accounts . 
It has been brought to the notice of this Ministry, that the failure 

of the administrative authorities in supplying in time essential infor-
mation to Accounts Officers, such as explanations for the variations, 
acceptance of the Appropriation Accounts, etc., is mainly responsible 
for the de1.ay in the compilation of the,Appropriation Accounts. The 
Public Accounts Committee have also, in para 10 of their Fifteenth 
Report strongly urged that serious notice should be taken of the de-
lays in the acceptance of debits, reconciliation of accounts and offering 
of explanations f01' savings and excesses. 

2. The need fm' expeditious disposal of the Appropriation Ac-
counts, including their examination by the Public Accounts Commit-
tee and subsequent regularisation by the Parliament can hardly be 
over-emphasised. The Public Accounts Committee, have pointed out 
that in m'der to secure effective Parliamenta1'Y control over expendi-
ture it is of utmost importance to get the excesses over the Grant! 
and Appropriations regularised b'JI Parliament as expeditiotLBly as 
possible and soon after the close 01 the acc01Lnts 01 the year to which 
they relate. This in turn depends upon the early acceptance of debits, 
punctual reconciliation of accounts and prompt furnishing of expla-
nations for variations in the AppTlopriation Accounts to the Accounts 
Officers. The undersigned is, accordingly directed to request that 
these instructions may be impreB8ed upon tzll those dealing with the 
acceptance of Appropriation AccOUfltB. In this connection attention. 
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is also invited to the prOOisiofIB of rule 107 of General Fina.flCial Rules 
Volume 1. The Accounts Officers are also being asked to. bring to the 
personal notice of the senior administrative authorities, all cases of 
undue delays in dealing with the Appropriation Accounts. 

Control ot'er Capital Grant and surrender of funds thereof. 
R 13(b) .• ,~ •••• The Committee desire hat the Ministry of 

Finance should issue general instructions that the Ministries control-
ling larger Capital Grants should conduct a review of the progress of 
expenditure every quarter, and during the last few months of the 
financial year, every month. This would enable them to surrender 
funds in excess of requirements and avoid lapse of funds; alternative-
ly, if the provision appeared inadequate, they can approach Parlia-
ment for further grants in time. Further, a review of this kind will 
{'nable the Ministries to regulate the flow of expenditure and check 
rush of expenditure in the closing month of the financial year whiah, 
in the Committee's experience, is a feature always attaching to ex-
penditure on Works. 

CoPY of ofBee mem.oraDdUm No. F. It(18)·m(A)/56, datec1 the 
24th ~ber 1956, from Govenunent of india, MInistry of FInance to 
all MIDIstrles of the Government of IDdJa, etc. 

SUBJECT.-Review of expenditu,re relating to Capital grants 
The public Accounts Committee have from time to time been em-

phasising the need for a. proper review of the progress of expenditure 
being conducted by the Ministries with reference to the sanctioned 
grants placed under their control in order to ensure that the sanction-
ed grants are at no time exceeded, that all anticipated savings !lre 
surrendered to Government as soon as they are foreseen without wait:-
ing till the close of the financial year which results often in avoidable 
lapsing of funds and ,that timely steps are taken to cover where neces,,: 
sary, anticipated excesses over the grants with supplementaT"J} grants 
duly voted by Parliament. The attention of the Ministries is invit4!d 
in this connection to the detailed procedure prescribed in paras. 88 to 
98 of t~GeneTa~' Financial Rules; Volume 1 as fu.rther reitemt.e.d in 
this Mini6try' ... 1). O. to. all. Ministries No. F.· 2(1l)-Co/51· dated ·tJw 
7th,· Deeember,l951'(oN;l~B 2-3.). AU ocmttoUing qJJicers cldministetUg 
4 ·gr.cmtve ~"'equired n.orn1OUy to eonduct.G ·1'tVi(!W ·'1)1 thfqwogres.·., 
the upnditure ~mcmthto .. mo1ith1tOith re~e to :thft·~ 
grantJ!.lo·u'to:lceep a clowe·watch OOe?' the·trend .. of ·e.Tces, tOr' ICWWJga 
t~ ,from. ,rime 'to time,'~ The ·p".'blic Accou. Committee Uve fur-
~:desiredint.their.Fifteenth;Rejxn't.that'.CI.lZ'MiniBt.rieB:ccmtrolli1'lQ. 
larverettpitat' grants should 'be required to conduct a review oj 11b.e ~ 
gre8S af e:rpenditure everu quarter ·and during! the laIt lew months. 01 
the financial year, every month. The Ministries of Home Affair" etc.: 
are requested to take steD' to ensure that in future, in the case of 
Za:rge capital grants under their administrative control, such a review iI' 
Conducted by·~heMinistry concerned r~gularly every quarter and dur-
ing the tast few months of the finanCIal year, every mon.th 4nd a180 
to ~e that all anticipated clear savings in the sanctioned gm.nts ar.e 
surTen4ered ·as soon ad they are foreseen withoUt postponi~ action ti't t:= clo#lI.g s,taqes' pf. the :fifl.tl'r!.~l year 4nd the consequentuillapsei in, 
t .. ,:,~p~tton:s. . . 
P · ·N~:-'if f·A.p. r!w·¥J(POII-pat1iti()n) .. J:l~. _ .. Fim a.~rt, ~95'1'511, &o18.~ 

.1:;0. ...... .. 
17~5 Compt. A. G./58,·'· , 



FIPTUN'nI REPORT 1954-55 

Secret Service Expenditure 
R14. The Committee came across a re-appropriation of Rs. 56,000/-

to the sub-head "Secret Service" from out of the ~avings in other sub-
heads under this grant. Secret Service Expenditure is not subject to 
audit. They feel that although the re-appropriation in question might 
be in order under the existing rules, it seemed to be wron~ in prin-
ciple because it had the effect oHncreasinl{ without Parliamentary 
sanction the quantum of expenditure not subJect to audit. The Commit-
tee feel that either the present rule for reappropriation of funds with-
in a grant should be subject to the qualification that no reappropria-
tion shall be permissible if it has the effect of increasing the quan-
tum of unauditable expenditure or in the alternative all Secret Ser-
vice expenditure of the various departments should be shown under 
sub-heads under one grant meant exclusively for Secret Service ex-
pepditure. 

Copy of Oftlee Memorandum No. F.2(121)-B/54, dated the 1st June 
U5'6, from the Gov~eDt oflDdia, Mialstry of Flnaaee, New Delhi, 
to the Comptroller aDd Auditor GeDeral of India, New Delhi etc. etc. 

SUBJF.CT.-Secret Service Expenditure 
The Public Accounts Committee in para 14 of their 15th report 

observed that the existing procedure whereby reappropriation could 
be made with the approval of the Finance Ministry to meet additional 
expenditure on Secret Service had the effect of increasing without 
Parliamenta1'1/ sanction the quantu.m of expenditure not subject to 
audit. The Committee suggested that either 'no reappropriation should 
be permitted if it had the effect of increasing the quantum of un-
auditable expenditure or in tJi.e alternative all SPocret Seroice Expen-
diture of the various departments included in one Gt-ant mear:t e.T-
elusively for Secret Service Expenditure. 

2. The suggeltio71.1 made by the Public Accou.nt. Committee have 
beeR ccmrlully C07Uide"ed in con.ultAtion with the Comptroller and 
Auditor General of India. The COftClurion Teacheel i, that the e;rUling 
"rocedure for making the provilion for Secret Sennee Ezpnditu.t'e 
And for meeting e.rpemlitu."e thrrefrom. will continue with the modi-
tlcGn:m that ftC) re-appropriCltiov to the lUb-hecId covering Seeret. Srf'o 
vice Ezpenditure, which would have the e'.et 01 iftCf'eaftftg the pro-
m.icm for this ezpenditure btl 25 percent, WOf&ld be penmnible with-
-out prior comultcltion with the Comph'Oller and Auditor a.Mnal. 
The ComptroUft' and Auditor G'net'al has infonned the Public Ac-
count. Committee of this conclusion, which the Committee have ac-
cepted as .atUfacto'1l. 

3. Under pClrctgrClph 9(b)(ii) of the Book of It-'inancial Power., re-
appropriations to and from. the provision for Secret Service Expendi-
tu.re requ.ire the consent of the Finance MiniBtrtl. As Audit 'Would 
not ClCcept re-appropriationa which increase the provision few Secret 
Seruice E.rpt'nditure by 25 per cent ew more, tke various Division of 
the Finance Minist", are expected to obtai" the approval of the Com-
pt7'011er and Auditew General befewe .anctioning rueh. re-appropria-
tio",. For this pUT'pO.e, it would be nece .. a'1l to commufticate oonfi-
dentiallSi to the Depu.t1I Com.ptfOl1er au Auditor General, by name, 
the brief re4lOn' which have led to the e.ree ... 
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eelS Funds 
R15. The Committee note that there exist at present a large num· 

ber of Funds created in tbe past, to which are credited the net pro--
eeeds of the Central cesses and surcharges levied on specified comrno· 
dities viz., Tea, Coffee, Salt, Coal, Cotton, Rubber etc .. for the benefit 
of the industries concerned. But most of the Acts constituting these 
Funds were passed before the commencement of the present Consti-
tution. The Committee feel that it would not now be constitutionally 
in order to levy a cess and constitute a separate fund from the pro-
ceeds thereof for an earmarked purpose, as under Article 266 of the 
Constitution, all revenues received by the Government of India and 
all loans raised by that Government and moneys received by that 
Government in repayment of loans shall form one Consolidated Fund 
entitled the 'Consolidated Fund of India'. No revenue can be divert· 
{"d into any other fund nor can separate compartments be created 
within the Consolidated Fund. It would be manifestly impossible lor 
Parliament to exercise any close control over th€'administration of 
public finance, if the system of assigning particular receipts for spe-
cified purposes prevailed. Further, such earmarking would turn out 
to be bad budgeting as there is no direct correlation between the 
amount of such taxes which are ultimately paid by the general con-
sumers and the actual requirements for the development of the In-
dustry concerned. 

• • • • .. • • • All expenditure from any such sa.called Fund 
would be subject to the direct vote of Parliament. The Committee 
desire that Government should take early steps to implement this 
suggestion. 

APPENDIX XVI TO TIlE PUBUC ACCOUNTS COMMI'ITBE'8 
SEVEN'I'II REPORT. 115'-51, VOLUME D 

Copy of GeverameDt 01 In&, MbdItry of Fbwaee (Dep&rtmeat 
01 ........ Ie MaIn) IIeaIonIIduIR No. F. 1(",..aD/56, dated tile 
Jilt MareII 1-' 

SUBJECT: ---Cell Funds 
In para 15 of their J'-tfteenth Report, the Public Accounts Com-

mittee have observed that it jano& constitutionally in order to levy 
• eea and. CODStitute a .. parate Fund from the pr~ thereof for 
aD earmarked purpoee. .. under Artiele 266 of the Constitu~ion' all 
!'tVeftWie reeejved and all loaDiraised and all money received by 
Gov~mment inrepayJftent of _os thall form one Consolidated Fund. 
Further the Committee have felt. that the Ily.tem of aE.jning parti-
cular l'eccipts for fPeeifie P'Jl"POH& p~ents the Parliament from 
fxercising control over the administration of public finances. The 
Conunittee alao desired that all expenditure out of such separate 
Funds should be subject to the ciirect vote of Parliament. 

2. The Government of India have carefully conlidered the points 
raised by the Committee and their views are let out in the following 
paragraphs. 

3. Legislation imposing a tax and earmarking the proceeds for a 
specific. purpose raises two iss\les. The ftrst is one of the propriety 
of such legislation aad. the 1J8COIlcl 'Wtaether the earmarking is cons.is-
tent with the provisions of the Omltl~tton relating to ftnancial pra. 
J!edure. 
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4. The propriety of raising specific taxes for specific purposes 
really raises a matter of fiscal policy of which the Parliament is the 
ultimate judge. It is not unusual for particular industries to be taxed 
for the benefit or development of that ind'llstry (e.g. cesses on Coal 
for the welfare of coal miners or the protection of the mines, an ex-
port cess on mica for the welfare of mica miners) and for existing re-
venue to be augmented by cesses for specific purposes i.e. the benefit 
of local bodies (e.g. cesses on land revenue for education). 

5. On the second point it has to be remembered that all Parlia-
mentary laws are subject to the provisions of the Constitution and 
cannot override them. So long as the taxes raised are credited to 
the Consolidated Fund and funds for the expenditure to be met from 
such taxes are made available by appropriation from 
the Consolidated Fund and expenditure by executive authorities of 
such funds is, at the appropriate stage, voted and controlled by Par-
liament, no real issue of constitutional impropriety would seem to 
arise. In fact, the provision for earmarking in such legislation is no 
more than the embodiment in law of Parliament's desire that certain 
sums of money the amount of which is determined with reference to 
the yield of certain taxes should be made available to and spent by 
the executive on a particular purpose. The provision in the law can-
not be construed as authorising withdrawal from the Consolidated 
Fund except under the normal procedure for such withdrawal pres-
cribed by the Constitution. In recent enactments the provision for 
expenditure for which specific taxes are raised, makes it clear that 
the taxes should be credited to the Consolidated Fund and Govel"ll-
ment may thereafter payout of such proceeds such sums, etc. c.f. 
section 26 of the Tea Act, 1953, section 14 of the Coir Industry Act, 
1953. Section 13 of the Coffee Act, 1942, as amended is even more 
specific and makes the payment subject to the provision of appropria-
tion by law of Parliament. Indeed, even mandatory payments under 
the Constitution (e.g. the pay of Supreme' and High 'Court ,Judges 
under the Second Schedule) are not treated as overriding theproce-
dural provisions in Article 114 of the Constitution fOt":t}ie withdrawal 
of money from the Consolidated Fund. 

6. As regards Parliamentary control over the expenditure from 
ad hoc funds, the position is as follows ;~'," ." 

(a)' If tHe FundS ire iriID\intstered ,by a:u~notn6us:>.utbo1lities~ set 
• up by statut~, the tr~nsfer to the, Yunds, 'under' the ,vott! oJ 

Parl,iament" and subject to the ~ieceS8ary appropriation 'under 
Article 114, represen.ts ftnal' expenditure',' as' Parliament; by 
creattng .such Funds by law, has divested"itself ~of the ~ 
ponsibility fot stMinisin:g theexpl!nditute further::" The :Do-
dies administering these Funds have, separate' le.ia1 perso-
nalities of their own and their exoenditure cannot De, treated 
as expenditure of Government to be' accounted for' in the 
Consolidated Fund. ". . , ~, 

(b) In the ease of funds set up under e'Xecutivedisoensation, the 
expenditure from them is brought before the Parliament in 
exactly the same manner as expenditure met from the Conso-
lidated Fund. -except. that a sum equal to the actual expendi-

". ,. . ture" is ,tratluerre4 ·frOB'l the, J?u.Dlic A~~t)Unt ,tprthe Consoli .. 
dated ,Fund as lump sums have already been paid out of the 
Consolidated Fund.. ,: The .ctual 'expencliture, when incurre(f, 
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is subject to Parliamentary vote and appropriation and Par-
liamentary control on it is as complete RF in respect of ex-
penditure finally debited to the Consolidated Fund. Unspent 
amount of the provision for su;c~ expenditure in eac.h year 
lapses in the same way as provIsIon for other expendIture. 

7. The propriety of appropriation of moneys from the Consolidat-
ed Fund for transfer to funds set up under executive authority has 
also been raised on the ground that such transfers do not really COD-
stitute expenditure. So long as the Constitution recognises the exis-
tence of the Consolidated Fund and the Public Account within tht! 
Government Account, transfers from one to the other are constitu-
tionally expenditure of the Fund or the Public Account as the case 
may be. Over a wide field such transfers are made between the Con-
solidated Fund and the Public Account as part of the existing ac-
counting and financial arrangements such as payments into deprecia-
tion and other reserve funds in commercial and semi-commercial de-
partments. Within the Consolidated Fund itself moneys are some-
times withdrawn to be paid back into it, as for ~xample the payment or the dividend by Railways (which have no statutory existence and 
no separate Consolidated Fund) to General Revenues, adjustments 
between capital and revenue in respect of commutation of pensions 
and adjustments of interest between General Revenues and commer-
cial departments. If withdrawals from the Consolidated Fund are 
limited only to tinal expenditure it would completely upset the exist-
ing accounting system, and place the commercial. departments like 
Railways on a purely cash accounting basis. • 

8. After a careful examination of the problem the Finance Mi~is­
try are of the view that so long as all taxes levied bI any law are iil.i.:' 
tiaUy brought to account within the Consolidated Fund as revenue 
and all payments of equivalent sums to any fund or body are made 
by appropriation from the Consolidated Fund and all expenditure out 
of ad hoc- funds under the control of the executive are initially treated 
as expenditure from the Consolidated Fund and remain subject to 
the ordinary process of voting and appropriation by Parliament; the 
expenditure being reimbursed from the Fund to the Consolidated 
Fund. the procedure conforms to the essential requirements of the 
Constitution and secures full parliamentary control. 

Transfer of Sterling Pensi01l4ry liability to the U.K. Govemm.ent 
Rl8. The Committee discussed with the representative of the 

Ministry of Finance the important political and other implications 
of the contemplated transfer of the work connected with the dis-
bursement of Pensions to the British Personnel (Civil and Military) 
who had served the Government of India, together with the liability 
therefor to the U. K. Government. They were then informed that the 
details thereof, such as calculation of the actuarial value of the pen-
sions, payment of Indian Income-tax on such pensions etc. were being 
worked out. At that time. the Committee expressed some concern 
whether the contemplated arrangement did not deprive the Govern- . 
ment of India of their hold on the pensioner whose future good con-
duct was a sine qua non for the continued payment of the pensions. 
The representative of the Ministry of Finance, however, pointed out 
to the Committee that this aspect was taken into account before the 
decision to transfer the work to the U. K. Government was taken. 
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R19. The -Commjttee now note, that the Government of· India 
have agreed to transfer to the Government of United Kinadom, with 
effect from the- 1st April, 1955. the control, administration and pay-
ment of pensions and other liabilities to or in respect of persons who 
have served the Crown, payable out of the Consolidated Fund of India 
01' of the Consolidated Fund of the States in the Union of India. The 
Government of India have undertaken the responsibility to pay any 
instalments of pensions in respect of periods prior to the 1st April. 
1955. which remain unpaid on the date of transfer. In consideration 
ot the acceptance of this transfer, the Government of India have 
agreed that payment of the annuities purchased from the Govern-
ment of the U.K. under arrangements agreed upon between the two 
countries in July, 1948 for the purpose of meetinf( the sterling pen-
~ional'Y obligations of the Dominion of India and the Provinces (now 
States) thereof shall cease after payment of the instalment due on 
the 1st March, 1955. 

R20. For their part, the Government of the United Kingdom have 
undertaken that the balance of the principal portion of the debt in 
respect of annuities referred to above remaining outstanding on the 
31st March. 1955, after deduction of the capital value on the 31st 
March. 1955 of the estimated future cost of the pensions and dtht"r 
liabilities transferred to the United Kingdom, shall be repaid to the 
Government of India in 10 instalments on the 1st April of each year 
commencing from 19M-the first of such instalment to be paid on the 
1st l\Pril, 1.955. Under these arrangements, interest on the balance 
outstanding from time to time at the rate of 1 per cent. per annum 
will be payable on the same date as the payment or instalments. Pro-
vision has also been made under this agreement for the payment of a 
capital amount to be agreed upon in respect of Indian Income-Tax 
which the Government of India would have recovered on these pen-
sions had the responsibility for the payment of these pen-
sions and other liabilities not been transferred to the Government of 
the United Kingdom. 

R21. The follOWing two issues emerge from the arrangement now 
agreed upon by the Government of India in regard to the transfer of 
all their liabilities for the payment of pension to British personnel, 
civil and military, to the United Kingdom Government: 

(i) the computation of the capitalised value of the Income-tax 
due to the Government of India on the iterling pensions; and 

(ii) the reckoning of interest on balances outstanding from time 
to time at the rate of 1 per cent. per annutn. 

R22. While there would be no difficulty in computing the capita-
lised value of the pensions on an actuarial basis, the Committee are 
not clear in what manner the capitalised valUe of the income-tax 
leviable on the sterling pensions would be arrived at, particularly in 
the face of two unpredictable features, namely. the future rates of 
Income-tax and the total world income of the assessees (pensioners). 
where they had opted to be assessed on the basis of world income. 

The Committee also understand that such of these non-resident 
pensioners who had not opted for being assessed on the basis of their 
world income were liable to super--taJt at the minimum rate of 2 As.. 
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10 Pies in the rupee up to 31st March, 1955 but that the effect of the 
Finance Act of 1955 is to reduce this minimum rate by one-half. Th~J 
Committee fail to see the justification for making this reduction and 
would like to be informed of the financial eftect of this reduction on 
the settlement to be reached with the Government of U.K. 

On the 12th August, 1948, the then Finance Minister. the late 
R. K. Shanmukam Chetty, in moving a demand for capital outlay 
on sterling pensions, made it clear that though Sir Stafford Cripp .... 
the Chancellor of the Exchequer, pressed upon the Indian delega-
tion the advisability of completely transferring India's liability to 
the British Government so far as pensioners were concerned in re-
turn for a h:Jmp sum payment. the demand was resisted on t.wo 
very good reasons, namely, first, the transfer of responsibility to 
the British Government would imply a lack of confidence in India's 
integrity in regard to their pensioners. and secondly. India must re-
tain the power to deal with individual pensioners if they have not 
proved, by their conduct. their loyalty to the country which they had 
served. It is not understood why these two very valid and cogent 
reasons have been disregarded in making the new settlement. 

R23. As regards the rate of interest, the Committee feel that, in 
1 financial settlement like this, the rate should bear some relation 
to the pre~ailing rates in the market which, for short-term loan, 
is reported to be at present in excess of 2 per cent. The Committee 
trust that the Ministry of Finance would carefully examine the above 
points and take all possible measures to safeguard the financial 
interests of the country. 

Copy of GovfJl'lUDellt of IncUa.. MlDJatry of FinMee (Departmeat 
of Ecoaomle Attain) MlIIDOI'IUUlum No. F. 18(43)-8/58; laW the 
4th April 1957. 

Para 21 of the Fifteenth Report, i.e. S. No. 13 of Appendiz II to 
that Report-SteTling Pension •. 

(i) What were the considerations that really weighed with the 
Government for adopting one per cent rate of interest for 
computing the capitalised value of the pensions? 

(ii) If there was a deHnite understanding between the two Gov-
ernments on the calculation of the capitalised value on a 
basis other than the normal basis why was it not mentioned 
in the agreement itself? 

2. This question has to be considered against the background of 
the settlement reached with the U.K. Government in 1948, under 
which, in return for two capital sums, the Government of India 
were to receive tapering annuities to cover Sterling Pension pay-
ments of the Central and State Governments in India, over a period 
of 60 years ending 2007-2008, the capital sums having been arrived 
at on the basis of a rate of interest of 1 % per annum. The deter-
mination of the capital sums involves two processes; first the deter-
mination of the probable sums payable each year on account of the 
pensions on a diminishing scale until the, pensions cease altogether; 
the second the determination of the present value of these future 
payments. The first process does not involve the application of any 
rate of interest. It is merely an estimate of the payments likely to 
be made each year. The second involves the application of a rate 
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of interest which in 1948 was assumed to be 1 per cent. This rate 
itself, it may be mentioned, was somewhat hi~her than the rate earn-
ed by the Sterling balances as a whole at the time or the rate that 
could be earned on those balances under the Sterling Balances Agree-
ment of 1948. . 

In the 1948 settlement the first calculation was done not on the 
actuarial basis but on the basis of a rough estimate of payments 
diminishing ultimately to zero over a period of 60 years and the pre-
sent value of these future payments was then computed assuming an 
interest rate of 1 per cent. Now we are merely revising the first 
estimate of future payments by an actuarial calculation made with 
reference to all the individual pensions in payment and .likely to be 
made in respect of a few officers continuing in service and also the 
allowances existing and prospective, to wives, children, widows and 
orphans. 

Weare not re-opening the basis of the second process which in-
volves the application of a rate of interest. It is for this reason that 
there was no need to mention any rate of interest to be assumed in 
calculating the present value of the pensions. In fact, the final trans-
fer of pensionary liability did not, in the view of the U.K. Gpvern-
ment necessitate any substantial modification of the 1948 agreement 
but only an ad hoc adjustment within its framework. They only 
contemplated that the annual further payments to the pensioners 
should be calculated on an actuarial basis and that each year the Gov-
ernment of India should pay to the United Kingdom Government or 
be paid the difference between the amounts thus worked out and the 
sums payable to the GovemIl.lent of India QY the United Kingdom 
Government under the 1948 agreement. In other words, the U~ite<;l 
Kingdom suggestion did not envisage any further capitali$atiori at this 
stage. If their proposal had been accepted, finaneiaUy, the Govern-
ment of India w9uld have stood in exactly the same position as they 
now stand, the transactions still remaining spread over the long pe-
riod ending in 2007 A. D. Against this background the Government 
of India felt that it would be an advantage if the transaction could 
be closed at an earlier stage and the capital sum recalculated on th~ 
same pattern as in 1948 but substituting .for the· estimated further 
payments the sums actuarially worked out. This had also the fur-
ther advantage that sums receivable under the U.K. proposal annually 
over a long period would be received by the Government of India in 
a much shorter period, subsequently settled at ten years. The settle-
ment between U.K. and this country -whose implementation would 
have dragged on Qver the next 50 years would now be completed in 
the next seven years. The Government of India pressed for a highp.r 
rate of interest but, ,the U.K. Government contended that the present 
settlement was only a telescoping of the 1948 arrangements and any 
question of a change in the basis of the agreement could not arise. 
The only practicable alternative was to leave the original arrange-
ments undisturbed. But the Government of India accepted the new 
arrangement maintaining the rate of interest at 1 t>{ as it was tidiel' 
and was also financially advantageous. 

3. So far as the refund of the exc:ess amount due to India is con-
cerned, on the revised basis the sum became immediately payable. 
But, as the U.K. Government wished to pay it in a limited number 
of instalments, the question of the interest to be paid by them arose 
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and it was agreed that this should be one per cent. This arrange-
ment had to be mentioned in the revised agreement because, although 
it was a connected transaction, the arrangement for paying the sum 
due to India in instalments could be treated "as II new and separate 
factor. 

A mortisation arrangements of debt" 
R24 (i). The Committee note that at present there is no planned 

scheme for the amortisation of the Public Debt of the Central Gov-
ernment. A lump provision for Rs. 5 crores is made out of revenue 
every year for avoidance or reduction of debt. As credit for this 
provision is taken to a Deposit head which closes to Government, it 
is effectually utilised for avoidance rather than reduction of debt. 
The Committee observed that the proviSion of Rs. 5 crores every year 
for amortisation purposes was very inadequate and further this 
amount was not being funded. They were informed by the represen-
tative of the Ministry of Finance that out of the total debt of the 
Central Government on account of regular loans which stood OIt 
Rs. 1,400 crores. Rs. 700 crores was unproductive debt and that if 
they were to take this amount of Rs. 700 crores and try to amortise 
it over a period of thirty to forty years, they would have to providE 
out of revenues something like Rs. 20 crores a year which would 
upset the Revenue budget completely and that the resulting deficil 
would have to be covered by borrowing. 

NOTE:-Seo P.A.C. 1914-"45, P 114 (Epitome Volumt: I). 

Arrangements for recoveries Of loans from States. 
R24 (ii). The Committee consider that as huge sums of money 

are being advanced by the Centre to" the States for financing their 
developmental expenditure, the Centre should see that adequate ar-
rangements for repaying these loans in time were made by the 
States. The Committee should like to know, in due course, the con-
crete steps taken by the Ministry of Finance in this respect. 

APPENDIX xvn TO THE PUBLIC ACCOUNTS COMMt1WJO'EE'S 
SEVENTH REPORT 1957-58, VOLUME 0 

Copy of Govermnent of India, Ministry of FiDauce (Depa.rtmeat 
of Economic Affairs) Memorandum No. F. 5(36)-BO/55, dated the 9th 
NoVember 1958. 

In para 24 of their Fifteenth Report, the Public Accounts Com-
mittee observed that, as huge sums of money were being advanced 
by the Centre to the States for financing their developmental expen-
diture, the Centre should see that adequate arrangements for repay-
ing these loans in time were made by the States. 

2. Under Rule 244 of the General Financial Rules, Volume I. 
watch over the punctual repayment to the Central Government of 
principal and interest on the loans advanced to the State Govern-
ments is kept by the Accounts Officers who are required to report 
to the Government of India promptly the defaults, if any, in such 
repayment. This rule also provides that on receipt of such a report. 
the latter should immediately take steps to get the defaults reme-
died. The sanctioning authority is also competent to enforce a penal 
rat e of compound interest upon all overdue instalments of interest 
or principal and interest and, if a penal rate is enforced. it should 
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not, except under special orders of Government, be less than 8 per 
cent ppr annum. The Government of India feel that these provisions 
have' \',?rked satisfactorily and that by and large, except in the case 
oI. certam rehabilitation loans, where the question of sharing of losses 
with i; 'I.' Sl.ute Governments is under correspondence with them. there 
have! been no major defaults in the repayment of loans or interest 
due thereon by the State Governments. These provisions do not, 
therefore, call for any modifications. 

3. The bulk of the loans are made for productive purposes. In 
bing the terms, therefore, due account is taken of the likely return 
on the projects concerned. Proceeds of Betterment Levy, if any, 
are also required to be earmarked for the repayment of the loans to 
the Centre. In the contex.t of the large outlays necessitated by the 
implementation of the Plan, it is considered that contributions from 
ordinary revenues of the States in addition may not always be prac-
ticable and would merely add to their revenue deficits which have 
also ultimately to be met from further borrowings. 

Income-tax concessions in anticipation of legislation 
R28. In August, 1950, Government decided t:l introduce legisla-

tion so as to exempt from taxation the "Death-cum-Retirement IJra-
tuity" payable under the Revised Pension Rules. But before the law 
was amended, they issued orders in January, 1952 to all disbursing 
officers that pending legislation they should not deduct tax at souree 
at the time of paying the gratuity. Orders were also issued to the 
Income-tax Department that if tax had already been deducted at 
source refund should be given. In January, 1951, Government intro-
duced the 36it Ten Year Deposit Certificate Scheme by declaring 
that the interest on the deposit would be completely exempt from 
tax. Since these irregularities were pointed out by Audit, it has 
been observed that Government have, in connection 'OIith the new 
scheme of 15 years annuity certificates, again repeated the irregular 
practice and announced that the interest would be exempt from 
taxation. . 

The grant of these concessions by executive orders in anticipa-
tion of legislation was illegal being in excess of powers vide Section 
80(3) of the Income-tax Act. 

In all these cases it was not proper to presume Parliament's ap-
proval in advance, and the Committee trust that, in future, Govern-
ment would desist from giving or announcing such unauthorised con-
cessions prior to legislation. 

The Public Accounts Committee for 1955-56 (Sixteenth Repor' 
1955-56 Volume II page 41) were informed that the Ministry of Finance 
had noted the recommendation. 

"Letter of Intent" and Contract. 
R.::r4. In this case, Government entrusted the Reerna Construc-

tion Company of U.K. with the construction of nine blocks of pre-
fabricated hospital buildings as a demonstration ()f tN:!ir Patent 
System of construction, claimed to be cheaper, quickel:' and more 
durable than the traditional methods. . The work was gIven to the 
Company in September, 1949 without any formal agreement. A 
letter from G()vernment addressed to the Company in September, 
1949 was taken as the "Letter of intent" and the Company's reply as 
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the "Acceptance". In' terms of' this, the Government agreed to pay 
the Company a fixed sum of Rs. 2'66 lakhs as "overheads". Normal 
processes of audit could not be applied during the execution of the-
work as copies of neither the 'letter of intent' nor the estimates were 
furnished to them. 

It was urged by the representative of the Ministry of Finance 
before the Committee that as it was intended to be purely a demon-
stration contract, the rigorous terms of a formal C.P.W.D. contract 
were unsuitable for this undertaking which was of an experimental 
nature. All payments. he added, were c~vered by proper sanctions 
tCl advances, 

If the 'letter of intent' constituted the agreement enabling the-
Government to make these advance payments, the Committee faU 
to understand why the Ministry of Law were not consulted before 
its issu(', as required under the eXisting rules for transaction of' 
Government business, and why a copy of this was not commu-
nicated to Audit in the same manner as other contracts are ordi-
narily communicated as, for all practical purposes, it took the place 
of the contract. Stich a course would have enabled Audit to scru-
tinise the terms under which payments were to be made to the 
British firm, The Committee recommended that such a procedure 
should invariably be observed by the spending Departments in future, 

The Ministry of Works, Housing and Supply (Seventh Report-· 
1957-58, Volume II page 36) had observed as tallows: 

It was the intention to show the draft of the formal agreement whetl 
read" both to the Ministry of Law and to Audit. HoweveT, the di.-
cUSBtOn with the firm did not lead to a formal agreement and the-
matter had, finally to be .ettled on the basis of the'letter of Intent CU' 
collAteral evidence of the understanding between the parties. Ner.e.-
'fary documents have since been furnished to Audit. 
Waiver of recovery of rent from the Council of Scientific and Indus-

trial Research. 
R37. In this case, the recovery of rent for the period from March, 

1948, to March 1950 amounting to Rs. 1,16,659 due from the Council 
oC Scientific and Industrial Research was waived by Government by 
Executive orders. The Ministry of W. H. & S. have explained that 
the recovery was waived as Government would otherwise have been 
obliged to make a matching grant in case it was insisted upon. The-
effect of this was that the specific vote of the Legislature was not 
obtained for the payment of this grant to the Council. In the opi-
nion of the Committee, it was wrong in principle to have bypassed 
the Legislature in this case, thus vitiating the very essence of Parlia-
mentary control over Public expenditure. 

The Public Accounts Committee for 1955-56 (Sixteenth Report 
1955-56 Volume II page 47) were informed that the Ministry of Works, 
H'ousing and Supply had noted the recommendation. 

Audit of Accounts of the Visva Bharati University 
R43. The Committee of 1952-53 had pointed out that although 

provision existed in the Acts of Banaras, Delhi and AliRarh Univer-
sities for the audit of their Accounts by the Comptroller and Audi-
tor-General of India, the Visva Bharati Act provided that the ac-
counts of the University are to be audited "according to the directions 

• 
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of the Central Government". The Committee, therefore. wanted to 
know the reasons for placing the Visva Bharati University on a diffel'-
flnt footing from other Central Universities in respect of the audit of 
its accounts. In a note (Appendix XIV) submitted to the Commit-
tee the Ministry have stated that the idea that the accounts of the 
Visva Bharati should statutorily be audited by the Comptroller and 
Auditor-General did not occur to the Government (in the Ministrv 
of Education) at the time the Visva Bharati Bill was drafted. The 
Acts of the other Central Universities were amended later and it 
was, therefore, decided to make provisions in this respect. The 
Ministry have, however, stated that early opportunity will be taken 
to amend the Visva Bharati Act so as to bring it in line with the 
other University Acts, so far as audit by the Comptroller and Audi-
tor-General is concerned and also to make a statutory provision for 
submitting the Audit Reports of the Comptroller and Auditor-Genc-
ral on all the Central Universities to Parliament. 

APPENDIX XIV TO THE PUBLIC ACCOUNTS COMMlTl'EE'S 
FIFlEENTB REPORT J9St-&5 VOLutfE D 

MINISTRY OF EDUCATION 
The Public Accounts Committee were informed of the facts re-

garding the audit of the accounts of the Central Universities. It 
was pointed out that provision exists in the Acts of Banaras, Delhi 
and Aligarh Universities for the audit of their accounts by the Comp-
troller and Auditor-General of India. In case of Visva-Bharati thl? 
'Act provides that the accounts of the University are to be audited, 
"'according to the directions of the Central GGvernment". The P.A.C. 
wanted to know the reasons for placing the Visva-Bharati Univer-
'Sity on a different footing from the other Central .Universities, in 
respect of provision for Audit of its accounts. 

2. It may be noted that the idea that the accounts of the Visva-
Bharati should statutorily be audited by the Comptroller and Au-
ditor General of India did not occur to Government (in the Ministry 
of EducatiGn) at the time the Visva-Bharati Bill was drafted. The 
-Acts, of the other Central Universities viz. Aligarh Muslim Uni-
versity, Banaras Hindu University and Delhi University, were am-
ended later and it was then decided to entrust the audit of the ac-
counts of these Universities to the Comptroller and Auditor-General. 

3. There is however no difference in fact, for the accounts Of aU 
the fGUf Central Universities are being actually audited under the 
directions of the Comptroller and Auditor-General of India. 

4. The Comptroller and Auditor-General has, however, pointed 
out that in the case of the Visva-Bharati University his 
audit responsibilities ought not to be based on an executive arrange-
ment and that in the case of all the four Central Universities there 
should be statutory provision for submitting thE' audit reports to 
Parliament in order to enable Parliament to be satisfied that the 
grants-in-aid have been properly utilised. 

5. The views of the Comptroller- and Auditor-General of India 
have been noted. Effect will be given to them when the University 
Acts are next amended. 

Non..-See P.A.C. Fil'llt Report r951-!jIl, R36 and Proo. 
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Audit objections should not be dealt with by theofjicers responsible 
for the irregularity. 

R 44. ... ............ The Committee note that Government have since 
issued orders to all their Officers that in every case in which an 
audit objection has been raised concerning irregular claims or 
action of officers, the officers concerned with the alleged irregularity 
should never themselves deal with the objection but should submit 
the papers to higher authorities. 
APPENDIX XV TO THE PUBLIC AOOOUNTS COMMI'lTEE-S 

nFl'EENTH REPORT 1954-55 VOLUME D 
... ... ... ... ... ... ... • 

6. The Cabinet Secretariat has taken the following steps to re-
medy the defects, which. it is felt, might have contributed, to some 
extent, to these irregularities being committed, so far as the Cabinet 
Secretaria t is concerned :-

(i) The Administration Branch which is responsible for the pre-
paration of pay bills, has been instructed to ensure that all 
deductions for house-rents, etc., are made, before the bills. 
are passed. If it is discovered that no demand statement 
for rent was received from the Estate Officer, it is their duty 
to take it up immediately with the Estate Office. 

(ii) All audit objections relating ,to irregularities of serious 
nature, such as, defa~cations,c:~lpable negligenc~, etc., should. 
be ab initio brought to .. the n.o~ice of Secretllry for imme-
diate action. . . ..' 

(iii) Audit objection relating to the officers of and . above the rank 
of Under Secretary should immediately be reported to the 
Deputy Secretary I Secretary. ,. . 

(iv) All concerned in the Administration Branch have been m-
structed not to deal with their personal cases. 

(v) Whenever an~ officer is granted an . advance for the purchase 
.. "of a car, the fact that· the usual formalities' prescribed in the 
. 'n11es h.av~ been· com~lied ~th. has'. to be reported to Secre-

" . ;·tary wIthm the~lpecdi~.time. ,"; ,,", ... : : , . i, • 

. ·i.. Wevran.tyc.u.e:in C0r&t,.act8;.:: .', .1. .' ,.' .,' 

~·:.,~rlncLhc~.~Ministl'Y;~h~4 ~et~te; differ~(~.e~w~~ ~i~y,t~! 
.' . R49. In. ,1941 conden'SE!d 'milk wa· purchased· by the Ministryl)( 

Food on an indent Hem the Miftistry'lof Rehabilitation for .oonsump.. 
tion at various refugee camps in·the country .. The milk.turned out 
to be bad and. had to be destroyed. It resulted in a loss of about 
rupees one lakh to the Govelnmen.t. The Publici Accounts Commit-
tee considered this matter at their. sittings held .on. the 28th and 29th 
October and 2nd Novemper 1954. Sir1ce there was no agreed deCI-
sion between the Ministries concerned, i.e., the Ministries of Food & 
Agriculture, Rehabilitation and aealth, about the responsibility for 
the loss, the CoIilIIiittee' directed that the matter should be examined 
by the Ministry of Finance and a note sent to them 'apportioning 
responsibility for the ,. loss on' the Ministries -concerned. They note 
that since tnere was no warranty clau.se in th"e ccmtract the Govern-
ment.~,il:. case. ~or ~over~~(any ~m". fro~,pte:~.1il¢?ed_ ~~c:U 

~." . (/ I~,'in~:' .. _nl . . ,Q.·' .•.. ;,:· •. ·:'.·)IA~·:. . 



Pratisthan, Calcutta was weak. The Rehabilitation Ministry point-
ed out that the firm had given in a separate letter a warranty of three 
months. A letter was written by the Food Ministry to the 
Khadi Pratisthan asking them to show cause why they should not be 
made to bear the loss. but their reply was that the Food Ministr.y 
while placing orders for the milk stated that the stores would be 
accepted if found in good condition on examination on arrival at 
destination. Having not examined the second lot immediately en 
arrival, the Food Ministry were not in a position to take advantage 
of the firm's responsibility for delivering the stuff at consignee's end 
in good condition. The Committee agree with the conclusions arriv-
ed at by the Ministry of Finance that if an examination on arrival 
had been done, it was probable that, as in the case of the first lot, a 
portion of which was also found unfit for human consumption 'In 
account of deterioration, the Khadi Pratisthan would have agreed to 
take back the damaged portions of the second lot also. 

The Committee recommend that the Ministry of Finance should 
issue general instructions for the guidance of all the Ministries that 
in case of all such contracts, the warranty claus~ should invariably 
be provided in the agreement and in case of failure on the part of 
the contracting party to supply the stuff according to the sp~clfica­
tions laid down in the agreement, this clause should be invoked. 
APPENDIX LXXXVI TO '11IE PUBLIC ACCOUNTS COMMI'l'-

TEE'S SBVENTH REPORT 1951-58, VOLUME D 
Copy of Govel'lUllellt of India, Ministry of FIaa.Dee, OIlee Memo-

ruulum, No. F. 14(I1)-E. D(A)/56, dated the 30th August 1956. 
SUBJEcT.-Warranty clause in contracts 

An instance has been brought to notice, vide the Fifteenth Re-
port of the Public Accounts Committee, where. in the absence of a 
warranty clause in a contract executed by a Ministry for the pur-
chase of a perishable store, like condensed milk, a loss due to dete-
rioration of the stut! after receipt had to be borne by Government. 
In this cue, the article had not been inspected immediately or with· 
in a reasonable time of its =t, at destiDation, ,as CODtemplated 
in Rule 3 of the Rules presc . for the suPPbr of Articles req~r­
ed for public service (Appendix 9 of General Financial Rules, Vol. 
II). Apart from providing in the eontraet a clause fulftlling this re-
quirement contemplated in Rule 3 referred to above, it must be 
ensured, in the c~ of perishable stores, that a separate warranty 
clause is also invariably provided on the lines indicated in a speci-
men form of wU'Tanty clause enclosecl herewith. 

2. To eJ15ure effective use of this clause, it is essential that the 
Ministries, etc. should arrange not only for prompt inspection of the 
'COnsignments of stores immediately on their receipt from the sup-
pliers, but also for subsequent test checks at suitable intervals with-
in the period of the warranty clause. The Ministries of 'Food & A2ri-
culture, etc. are requested to issue necessary instructions to this effect 
to their subordinate administrative authorities also. 

MDdcl 101m of Wamlnty Clause 
The contractor I seller hereby declares that the goods I stores I 

articles sold to the buyer under this contract. shan be of the best 
q~ (and workmanship) and •• 11 be ltTietty in aeeortiaftce with 
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the specifications and particulars contained/mentioned in the clause 
-hereof and the contractor/seller hereby guarantees that thl.? 
said goods/stores/articles would continue to conform to the descrip-
tion and quality aforesaid for a period of days/months from 
the date of delivery of the said goods/stores/articles to the Purchaser 
and that notwithstanding the fact that the Purchaser (Inspecton may 
have inspected and/or approved the said goods/stores/articles, if 
during thE: aforesaid period of days/months the said goods/ 
stores/articles be discovered not to conform to t.he description anc 
quality aforesaid or have deteriorated (and the decision of the Pur-
chaser in that behalf will be final and conclusive) the Purchaser will 
be entitled to reject the said goods/stores/articles or such portion 
thereof as may be discovered not to conform to the said description 
and quality. On such rejection the goods/articles/stores will be at 
the seller's risk and all the provisions herein contained relating to 
rejection of goods etc. shall apply. The contractor / seller shall, if 
so called upon to do, replace the goods etc. or :;uch portion thereof 
as is rejected by the Purchaser otherwise the contractor/seller shall 
pay to the Purchaser such damages as may arise by reason of the 
breach of the condition herein contained. Nothing herein contain-
ed shall prejudice any other right of the Purchaser in that behalf 
under this contract or otherwise. 

Purchase without competitive tenders 
R50. In this case, an officer specially 'deputed by the Govern-

ment for negotiating certain purchases in U.S.A. made independent 
negotiations for purchase of equipment from a firm without con-
sultin, the India Supply Mission, Washington. On the basis of this 
officer s negotiations. the Ministry communicated its acceptance of 
the price direct to the firm and later on sent an indent to the Supply 
Mission, Washington with the suggestion that the order may be plac .. 
ed on the firm. The Ministry is reported to have forbidden the Mis-
sion from invitin. tenders. 

The Committee de_ire that it .hould be firmly laid down tha~ 
whenever any officer is lent abroad for procurinl supplies etc., be 
should follow the normal procedure of associatin~ with the Head of 
the Supply Milsion in that 'country before' starting any tftrect 
negotiations with themanufaeturers or suppHen there. Furtber. 
Ministries should not enter into commitments with forelCn manu-
facturer. or suppliers direct without the intervention of the Supply 
Mission or any other Orlanilalion set up by Government. 

Th~Pub1ic Account. Comm.itt~f! for 1955-56 (SLTteenth :Report 
Volume II-Page 53) were informed that the recommendation had 
been noted by 1111 the Miniltrie •. 

Recruitment through the agftC'fl of Employme1lt Ezchange,. 
R 55. • •• The Shiva Rao Committee have recommended that 

the obligation on Government employers to notify vacancies should 
apply equally to firms engaged on Government eontracts, to undertak-
ings in which Government are sharebolders and to establishments 
which have received. aid, subsidy from Government. Although. just u 
the MiniJtry have_pointed out, this recommendation will not impoae an 
obUgatiQn on P. W. D. and other contractors to actually recruit 
'Worl:~rs through the Exehanles, yet they feel 'that theobliption to 



266 FIJITUNTH REPORT 19M-55 

notify their vacancies will encourage contractors to utilise the ser-
vices of the Exchanges to a greater extent, which, in turn, will lead 
to the loosening of the grip of jobbers on such labour and would also 
make it possible for 'Government to observe the degree of compli-
ance with the Minimum Wages Act in this field of work.' The Com-
mittee suggest that the Ministry of Works, Housing and Supply and 
other big spending Ministries like the Railways, Defence and Post" 
and Telegraphs ~partment should, in consultation with the Ministry 
of Labour, examine the proposal to insert a mandatory clause in all 
the contracts coming within their purview whereby the contractors 
should notify vacancies to the Employment Exchanges. (See also 
P.A.C. Seventh Report 1957-58, R203.) 

Maintenance of National Employment Register. 
R56. The Committee note that so far no effective steps have 

been taken by the Ministry of Labour for keeping track of the e.x-
trainees. They feel that when Government are spending consider-
able sums of money for the training of skilled labour, they must SE>e 
that the trainees were properly utilised. The Comm.ittee should, 
therefore, like to impress upon the Ministry the desirability of 
evolving a scheme for better follow-up of the tr'ainees immediately 
aft~r their discharge from the Training Centres. As one of the m~ans 
\() achieve this end, the Committee suggest that the Employment Ex-
changes Training Organisation should maintain a National Register 
of persons trained by them so that they might know whf:re u person 
was employed after training and whether the manpower resources 
were being fully utilised for the economic advancement of the 
country. (See also V.A.C. Seventh Report, 1957-58 R204) . 

. The Ministry of Labour and Employment had observed (Seventh. 
Report 1957·58 Volume U-page 29) cis follows :- " . 

. The record-card of each passfUi out trainee which should he 
maintained by the Training Centre has been j)repared . a.nd the State. 
Governments to whom. the administrative control :01 the Tr~iining 
Centres has been transferred have been requested to instruct the 
tJuthoritia coaeen&ed under them to ft'WJiin'taitrl.the'ca.rds. >. ." " 

Pa~~ 9[ f~g.,cil~j!nce; itl~·'iW:fe'!fCll".Qi ~he ~'''7I: a.1aJ 
.,: ;; ~~~1~~W7f. ;Of.~hang': :~~~ahou 4.nqw~nce. I) " .'.: 

. ' <RSOi' The-Committee no~ that" ~e'i;M~stry' ha~ tak~n ~~. ~~ 
tlgBten up the pro~ 'by clarifymg' the'lnsttue't19ns regalding'tel 
mittance facilities to ·0fficers 'and' staff J lel"'rilit--in 'lndian:Missioris';antt 
by setting up' a ·st·rong Fweign ·Service ··In&pectorate· 'Which would 
be :visiting all tbe Missions. ..48 O.Q.e .of ,the .Qle~lP"es to. prev.eg,t the 
rec.urrence of such it,regularities In ,future, . the .. Com~ittee,WQuld 
suggest that the Foreign Allowance of the Officers concerned should 
be fixed in the currency of the countries in which they are serving 
and Exchange Compensation Allowance abolished. 

Th.e Ministry of E~te1"nal Affairs had obBnved (Seventh RepOTt 
19~7-58 Volume Il-pages 361-362) as fonows:~, . . ~. . 

'.' f_he. propos.al Teg~rding' the. fi...:rat~n of. for~fln.· alwwQ.nces .. irt 
fOT~gn cu-r:-reTlCles tn1>O~~~~ practt.C4~ dlfflc:u~t,ea~ ivhtc'h. ~.av~. a ~ea"J1Q. 
on t·~~ ~ing-. bwl~1]Iarra!,g~.ntt. St~~for~,gn ct1J.rr~Ct.e. 
4Ye"Ji(if)le ~··~~t1l4tiO'rtB,. .~~ ""pee ~,"ueaJ. the: tqm.gn. a.nc@q~,~ . . ~t .. ': ~ J. ~ . . • "l_ ~. -# '" ... ,.. '. "." ~~, ,. '. ,j 

,. . ",' 
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if fixed in local currencies, would become ~iable to unforeseen. varia-
tiom1 thul rendering budgeta'f"IJ and financial control diflicult. The 
Fore1.gn Seroice Inspectors are at prelent engaged On the work of 
revision of foreign allowancu on a more rational and realistic basis 
with a view to relate them to the cost of living in foreign cou.ntrie&. 
This has been done in the case of a large nu.mber of missions, 1/et 
some work still remains to be completed. The system of E:cchange 
Compensation Allowance has already been abolished in the case of 
missions where foreign allowances have been revised and similar 
act~on is proposed to be taken in respect of the remaining few mis-
sions. 

Sindri, Fertilisers and Chemicals Ltd. 
R80. For the convenient administration of the Sindri Factory. a 

State-owned private limited Company known as the Sindri Fertilisers 
and Chemicals Ltd .. was registered under the Indian Companies Act 
on the 18th December, 1951 and started functioning in effective 
charge of this undertaking from the 15th January, 1952. All the 
shares of the Company are held by the Central Government. 

The Committee desired to know whether the approval of Par-
liament was obtained to the conversion of this concern into a limited 
company. In a written note furnished to the Committee (Appendix 
XXXI), the Ministry have stated that Parliament's vote was obtain-
ed for appropriation of certain monies for purposes of expenditure 
on the Fertiliser Factory which was run as a Government Depart-
mental Undertaking at the time such vote was obtained. The con-
templated conversion of the Sindri Undertaking into a limited con-
cern was, however, mentioned in the Explanatory Memorandum of 
1951-52 and the actual transfer was also mentioned in that Memoran-
dum for the following year. They have further contended that the 
transfer of assets to the Company was really in the nature of disposal 
of Government properties which is within the power of the Execu-
tive and did not require further authority of Parliament. 

The Committee do not agree with this view. They observe that 
the Government assets were transferred to the Fertiliser Company 
in return for shares and debenture scripts of the Company. They 
consider that the transaction amounted virtually to a sale of Gov-
ernm~nt assets to the private company and simultaneous investment 
of the sale proceeds in the shares and debentures of the Corra-
pany. Thus a specific vote of Parliament to cover this investment 
was necessary. 

P343. The Committee next dealt with the question of constitut-
ing State undertakings into Private Limited Companies. The dis-
cussion centred round the legality of such action in the light of the 
opinion of the Attorney-General that such an act on the part of 
Government was constitutional and legal. The representative of the 
Ministry observed that Government derived the necessary legislative 
powers by passing of the Industries (Development and Regulation) 
Act, 1951 by Parliament and the executive powers of participation 
in those industries enumerated in the said Act, automatically fol-
lowed. It was pointed out by some members that the above Act 
should be read with Entty No. 52 of the Union List in the VII Sche:-
dule to the Constitution and should not be interpreted to mean that 
18-5 Compt. A. G./58 
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it conferred powers on the Central Government to hold shares in 
and to manage and participate in those industries. The words "Con-
trol of Industries" in Entry No. 52 should not in their opinion be 
deemed to include "participation" in such industries, as has been 
done by Government. Specific authority by legislation would be 
necessary for the Central Government to participate in this manner 
in Industries, the control of which by the Central Government is 
declared by Parliament by law to be expedient in the public interest 
under Entry No. 52 referred to above. The Committee desired that 
this matter should be re-examined in this light and the opinion of 
the Attorney-General sought again. 
APPENDIX XXXI TO PUBLIC ACCOUNT COMMITTEE'S FIF· 

TEENTH REPORT 1954-55, VOLUME D. 
MINISTRY OF PRODUCTION 

(i) SINDRI FERTILISERS, LTD. 

Was the approval of Parliament obtained to the conversion of this 
concern into a limited Company? If so, in what manner? 

In the 1951-52 budget, Parliament's vote was obtained for appro-
priation of certain monies for purposes of expenditure on the Ferti-
lizer Factory which at the 'time such vote was obtained was a Gbv .. 
ernment undertaking. The expenditure authorised by such appro-
priation was incurred for the purpose it was meant. During the 
course of the year, the Factory with all its assets was handed over 
to the Sindri Fertilizers and Chemicals Ltd. of which the Central 
Government is the sole shareholder, and the total outlay till the 
date of the transfer was treated partly as share capital held by Gov-
ernment and partly as a loan to the Company from the Central 
Government. After such transfer, any cash reQuired by the Com-
pany from the Government has been given only in the form of loans. 
During 1951-52 itself a loan of Rs. l' 89 crores was given to the 
Company and this money was found by reappropriation of funds. 

2. The transfer of assets to the Company was real1y in the nature 
of disposal of Government properties which is within the pow(>r of 
the executive and does not require prior authority of Parliament. 
Nor was the loan of rupees one crore made to the company during 
1951-52 a case of a "new service", since the grant of loan to indus-
trial concerns has been a normal and recognised service. In any 
case, the transfer of the assets to the Company did not constitute 
"expenditure" out of the Consolidated Fund of India, either on a 
new service or otherwise. and the question of obtaining Parliament's 
approval through a specific demand for grant did not arise. 

3. The contemplated conversion of the Sindri undertaking into 
a limited concern was, however, mentioned \n the Explanatory 
Memonrandum of 1951-52 and the actual transfer was also mentioned 
in the Explanatory Memorandum of the following year. Thus para 
6 of the note on Fertilisers Factory, Sindri, in section III of the 
Explanatory Memorandum for 1951-52 reads as follows :-

"It has been decided to place the management of the factory 
under a State-owned private limited company. Action to 
implement the deciSion has been initiated". 

·The .decision was in pursuance of a Government decision on the 
;;beIt form of management for State enterpriseS. 
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4. Similarly paras 4 and 5 of the note relating to Factory ill 
Section III of the Memorandum for 1952-53 read as follows :...:... 

"4. In accordance with Government's policy of placing State 
industrial enterprises under limited companies with boards 
of Directors, this factory has been placed under a private 
limited company called "Sindri Fertilizers and Chemicals 
Ltd." with an authorised capital of Rs. 30 crores. Out of the 
sum spent by the Government of India on this factory a 
sum of Rs. 17 crores will represent the issued, subscribed 
and paid up capital of the Company. The balance of the 
sum will be secured by redeemable debenture bonds issued 
by the Company. Six directors have been appointed for 
the new company of whom three are officials and three non-
officials. 

5. The budget fQr next year provides a sum of Rs. 3 crores as a 
loan to the new company". 

In 1952-53 it was made clear by providing under the Capital Head 
'Capital Major Head 72 (Demand 132) other Capital Outlay-Minis-
try of Works, Production and Suprly' that different sub-major heads 
were ..,being introduced (A) capita ex~nditure on factories and (C) 
investment in Government commercIal undertaltings with further 
sub-heads thereunder to make provision for the inclusion of sums 
for voting in the case of companies that already existed and for 
undertakings expected to be formed in the period. 

6. In the 1952-53 budget, specific provision was made for a loan 
of Rs. 3 crores to the company in the Demand for Loans and 
Advances by the Central Government which was voted by Parlia-
ment. 

The Ministry of Finance (Economic Affairs) had observed 
(Sixteenth Report 1955-56 Volume II-pages 65--66) as ~()llows:-

This question. has been carefully considered in c01l.Sultati.on with 
the Comptroller and Auditor General and it has been agreed that a., 
and when a Government undertaking is converted into a State-own-
ed Private Limited Company in future, specific approval of the Par-
liament should be obtained by means of a token vote or otherwise, 
for transfer of the Government assets to the new Company. 

NOTE:-Sl.'C P.A.C. 1947-48 (Post-partitiun) RS etc. First Report 1951-5!Z. R!Z4 aDd 
Third Report J95!Z-53. R.5 

Legislation to review concluded Contracts and to effect recovery of 
overpayment. 

R90. The Committee would suggest that in order to safeguard 
the interests of the Public Exchequer, Government might consider 
the desirability of bringing before Parliament legislation empower-
ing them to review concluded contracts and to effect recovery of 
demonstrably excessive or unconscionable payments rnade as Ii result 
of ignorancet oversight, ineptitude, incompetence or corruption on 
the part of the agents of Government. The Committee understand 
that even in U.S.A. certain war-time contracts were subjected to.such 
legal discipline. There is no reason why when so many large schemes 
are being rightly pushed ahead by Government with a sense of 
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urgency parallelled by that which prevailed during the war, the war-
time safeguards fbr which precedents can be found should not be ad-
opted. If the proposed legislation is enacted, it would not only safe-
guard the Public interest, but would effectively deter speculative at-
tempts on the part of the contractors to quote exorbitant rates as a 
"try on". 

Provision for Bad and Doubtful Debts in the accounts of Rehabili-
tation Finance Administration 

RI02. The Committee note that no provision has been made in 
the accoun,ts for 'bad and doubtful debts', although a provision of 
Rs. 5 lakhs was made for the first time in the Balance Sheet for 
the year ending 30th June, 1954 only. They suggest that the Corpo-
ration should devise a formula in consultation with the Ministry of 
Finance and the Comptroller and Auditor-General for determining 
the q~antum of 'bad and doubtful debts', provision for which should 
be made in the annual Balance Sheet of the Corporation. (See also 
Seventh Report, 1957-58, R140). 

Writing off debts requires Parliament's approval. , 
P141. In reply to a question whether it was within the powers 

of the Government to write off debts without sanction of the Parlia-
ment the Auditor-General observed it would not be proper to do so 
as writing off would require an appropriation. (See also Twenty-
third Report, 1956-57, R-94). 

Mention of financial control exercised on the Capital projects exe-
cuted out of Central assistance in the Budget Memorandum' 
P148. The Committee also desired that in regard to Capital pro-

jects executed out of Central assistance, the Centre should see that 
the machinery set up to supervise and control the financial side of 
the project was adequate; a detailed note indicating the position in 
this respect should be furnished in the Explanatory Memorandum 
to the annual Central budget in respect of such' projects. 

Sanctioning grants towards the end of the Financial year should bp. 
avoidec!. 

P180. The representative of the Ministry of Finance, stated that 
to avoid sanctioning such grants or allotment of money towards the 
end of the financial year, the Ministry had issued instructions to 
other Ministries to progress these cases for which fund had been 
provided in the budget in the first quarter of the financial year itself 
so that grants could be allotted in due time and actually spent on 
the purpose. 

The matter is stm under the considercUion of the Ministry of 
Finance. 

Non:-See P.A.C. 1923-24, R-25. Epitomr Volume t. 
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Prompt action on Public Accounts Committee's recommendations 
R 5. (Introduction). The Committee regret to observe that al-

though a period of more than 6 months (even 7 or 8 months in some 
cases) has elapsed since they had asked the various Ministries 
whose accounts were examined by the Committee to furnish them 
written notes on a number of points which emerged directly as a re-
sult of the Committee's deliberations or those which the Commit-
tee could not cover for want of time, the requisite information on 
quite a number of such points has not been submitted to them so 
far. The Committee view with disapproval such delays on the 
part of the Ministries in furnishing them with the necessary infor-
mation. The Ministries should realise that such delays considerably 
hamper the expeditious working of the Committee and in m(lny 
cases prevent the Committee from giving their decisions in time. It 
is needless to emphaSise that the Committee should consider the 
important transactions involving serious financial and procedural 
irregularities etc. and formulate their conclusions before they become 
stale and lose their importance with the passage of time. The 
Committee desire that the Ministries concerned should deal with 
such requests from the Committee for the supply of information 
with utmost promptitude and invariably furnish the same to the 
Committee within a period of one month unless the circumstances 
in a case are such as to warrant a longer time and even in such cases 
the Committee should be apprised of these. 

NOTE:-Ree P.A.C. 19~9-30, R-:Z1; '93:i-34, RIIil!i; 1914-45, R-g (Epitome Volume I) 
and f'ifth Rt.-port 1952-53. R-38 of this Volurn~. 

Copy of Oftlce Memorandum No. US-PAC/56, datect the 7th May, 
1956, from the Lok Sabha Secretariat to all MInistries of the Govern-
ment of IDdiat etc. 

Recently there have been occasions when notes/memoranda 
called for by the Public Accounts Committee on points raised by them 
during the course of their e,'ramination. or in their earlier Reports 
were not received by them till a couple Of days before the meeting 
of the Committee fixed for consideration of these notes/memoranda. 
In one case the note was received only on the morning of the date 
of the meeting. This lea1,es hardly any time jor the Members of the 
Committee to study these notes / memoranda which are in some cases 
technical and voluminous. e.'lpecially when the members are also busy 
with other Parliamentary work during the Session. 

2. The Committee therefore desire that the Ministries/Depart-
ments should be prompt in sending replies to pOints raised by the 
Committee or information called for by this Sel.:'1'etariat. Delays in 
submitting the information hampers the work of the Committee con-
siderably. Normally. such replies should be sent to the Committee 
within a month, and in case any delay is anticipated, the reasons there-
for should be intimated to the Com.mittee in advance. 
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Regulation 'oj excess due to miBclassification. in Accounts. 
R 7. In a note (Appendix III) to the Committee explaining the-

reasons for the excess, the Ministry of Finance stated that they 
and the Comptroller and Auditor General were agreed that this 
expenditure should have been correctly classified as 'voted' and not 
as 'charged'. If the correct classification had been adopted in 
the accounts, the Ministry pointed out, there would have been no 
excess as there were sufficient savings to meet this expenditure in 
the 'voted' portion of this Grant. While normally excesses brought 
out in Appropriation Accounts presented to Parliament should 
be rE:gularised in the usual manner as enjoined in Article 115 of 
the Constitution, in the Ministry's opinion-

"it would be extremely inappropriate for Government to ap-
proach Parliament for an Excess Appropriation when the 
expenditure in question cannot legally and constitutionally 
be 'charged' on the Consolidated Fund of India that would 
be tantamount to the P;A.C. and Parliament becoming a party 
to the classification of this expenditure as 'charged' when 
it is legally a 'voted' item of expenditure." 

They have, therefore, suggested that this item should be omitted 
while recommending to Parliament the regularisation of excesses 
brought out in the Appropriation Accounts. 

The Commi ttee appreciate the views of the Ministry and after 
discussion with the Comptroller and Auditor General are disposed 
to accept the position that each case of excess or saving reported 
in the accounts should be examined in the light of any information 
subsequently made available to the Committee, whether by a Minis-
try or the Comptroller and Auditor General. The <;ommittee, 
should, therefore take account of any established misclassification 
in the Appropriation Accounts, which either attracts or avoids the 
necessity for regularisation by Parliament in making their final 
recommendations in this behalf. 

APPENDIX m TO TIlE PUBLIC ACCOUNTS COMMITTEE'S 
SIXTEENTII REPORT, 1955-66 VOL. n. 

MINISTRY OF FINANCE 
Department of Economic Mairs 

Note Regarding the Excesses in the Grants and Appropriations for 
1951-52 relating to the Ministry of Finance 

The excess expenditure is on account of an erroneous adjust-
ment in the books of the Chief Accounting Officer to the High Com-
missioner of India in London in respect of the arrears of leave 
salary paid to the late Mint Master, Calcutta, for the period 13th 
August, 1947 to 25th November, 1947. The Chief Accounting Officer 
has explained that the adjustment was made on the basis of an 
incorrect advice given by the Accountant "General, West Bengal. 

2. Under Section 247(4) of the Government of India Act, 1935 as 
originally enacted the salary and allowances of any person appoint· 
ed to It Civil Serviee or a Civil post by the Secretary of State were 
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'charged' on the revenues of the Government of India or of the 
State as the case may be. With the omission by the India (Provi-
sional Constitution) Order, 1947, of Sub-section 4 of this Section 
this expenditure ceased to be so charged and became 'other expen-
diture' within the meaning of Section 33(2) (b) of the said Act 
as adapted. Further, as· a result of the introduction of the new 
Constitution nothing which is not expressly covered by the provi-
sions of Article 112(3) or 202(3) of the Constitution can be charged 
upon the Consolidated Fund of India or of the State as the case may 
be. The Comptroller and Auditor General of India and this Mi-
nistry are accordingly agreed that the leave salary (paid i? 1951-
52) of the late Mint Master should have been correctly claSSIfied as 
'voted' and not as 'charged'. If it had been classified as 'voted' 
there would have been no excess as there were sufficient savings 
to meet this expenditure in tlle 'voted' portion. The Comptroller 
and Auditor General, however, is of the view that since the accounts 
for the year 1951-52 have already been finally closed and submit-
ted to Parliament no further alterations are permissible at this 
stage and the accounts must, therefore, be assumed to be correct. 
Consequently he considers that regularisation of the excess in ques-
tion under Article 115(1) (b) of the Constitution, although due to 
erroneous accounting, is inescapable as the Constitution makes no 
exception for such excesses. He has further stated that if the mis-
take in the present case had come to light after the Parliament's 
approval for regularising the excess there would have been no ques-
tion of annulling the approval. 

3. This Ministry finds it difficult to accept the views expressed 
by the Comptroller and Auditor General in this case. While nor-
mally the accounts once closed have necessarily to be treated as 
final and the excesses brought out regularised in the usual manner 
this procedure, it is felt, will not be suitable in the present case. 
This Ministry is of the view, which is supported by the Law Minis-
try, that it would be extremely inappropriate for the Government 
to approach the P.arliament for an Excess Appropriation when the 
expenditure in question cannot legally and constitutionally be 
charged on the Consolidated Fund of India. That would be tanta-
mount to the PAC and the Parliament becoming a party to the clas-
sification of this expenditure as 'charged' when it is legally a 'voted' 
iiem of expenditure. It is accordingly requested that in recommend-
ing to the Parliament the regularisation of the excesses brought 
out in the Appropriation Accounts, this item may be omitted and 
left uncovered. 

Reappropriation of Funds to meet expenditure on a new service. 
R-13(g) ......... From a note (Appendix III A) submitted to them, 

the Committee observe that both the Coinptroller and Auditor Gene-
ral and the Finance Ministry are of the opinion that the term "new 
service" is not susceptible of precise definition and its application 
has necessarily to be governed by the evolution of a body of case-
law. The Committee are one with the view that each case will have 
to be considered on its merits, and if there is any disagreement bet-
ween the Comptroller and Auditor General and the Government, the 
case should be referred to them immediately for a ruling. 
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APPENDIX m-A 
Be: Para,rapll18 01 the ClvU Audit Report, 1954, Part I 

Re-appropriation of Funds to m.eet expenditure on a new 8ervice. 
In the course of examination of this paragraph before the pub-

lic Accounts Committee, the Comptroller & Auditor General in-
formed the Committee that, after obtaining the explanation of the 
Finance Ministry, he had treated the case as closed, but had merely 
brought the matter to the notice of the Public Accounts Committee 
through the medium of an audit paragraph. 

The Finance Secretary then suggested that a ruling from the 
Public Accounts Committee on the scope of "New Service" would 
be helpful. It was agreed before the Committee that this ques-
tion should be further discussed between the Comptroller and Audi-
tor General and the Finance. Secretary and a note submitted to the 
Public Accounts Committee. 

The discussion between the Finance Secretary and the Com-
ptroller and Auditor General has since taken place and both the 
Comptroller and Auditor General and the Finance Ministry ai-e 
of the opinion that the term "New Service" is not susceptible of 
precise definition. and its application has necessarily to be govern-
ed by the evolution of a body of case law. So far as the Audit 
D2partment is concerned, a working rule has. however, been made 
for the guidance of officers when such a question comes up for deci-
sion. It was agreed that a "New Service" may be a new form of 
service or a new instrument of service. When expenditure is to be 
incurred on a new form of service, then in all such cases theoreti-
cally it should be held that the expenditure so incurred..vill be on 
a new service within the meaning of Article 115 of the Constitution. 
As regards a new instrument of service, it would be necessary to 
obtain an additional grant only if it is of major importance and 
entails appreciable expenditure. It would not be practical politics 
to insist on additional grant in respect of minor items of little finan-
cial significance. Exactly where the line of demarcation is to be 
drawn is, however, a matter which must be settled by case law. 
It was agreed that it would not be a practical proposition to attempt 
a definition of "New Service" as each case will have to be consi-
dered on its merits, and if there is any disagreement between the 
Comptroller and Auditor General and the Government, a ruling 
from the Public Accounts Committee will have to be obtained in 
regard to the specific case under reference. 

Procedure fOT speedy consultation 1.vith Finance in urgent ca.~cs. 

R 31. The Committee came across a case in th~ Labour Minis-
try where the financial sanction to a proposal was sought eX-po8t-
facto on the plea of urgency, which Finance while according Rane-
tion demurred and rightly so. There the Committee have expressed 
the view that a procedure should be evolved for speedy consultation 
with FinanCe in urgent cases. The Committee think that the Mi-
nistry of Finance on their part should investigate the causes of 
delay in their internal procedure with a view to streamline it. 
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The Ministry of Finance had obseM1ed as :lonows :-
The Ministry have initiated certain steps jor ensuring speedier 

consultation between administrative Ministries and Finance Minis-
try. The strength of Financial Advisers/Deputy Financial Advi-
sers has been increased and instructions have been issued for greater 
collaboration between the administrtltive Ministries and the Fin-
ancial Advisers on all i"1.portant matters and in the cases of big 
schemes such consultation toil! start right from the scheme with II 
view to ensuring that financial CC'ncurrence is accorded expeditious-
ly. 

Processing of Financial proposals in the Missions abroad. 
R 40. In the course of their examination, the Committee learnt 

that the Consul General did not report the surplus accommodation 
to Government until Audit drew the attention of the Government 
to this .fact and that even after the extravagant scale of accommo-
dation was called into question, the Consul-General attemptt'd on 
18th July, 1951 to justify this and also suggested that no reduction 
should be made when it was clear that both according to Indian 
as well as Washington standards the scale was excessive. 

The Ministry have observed that Audit objected to this expen-
diture only in February, 1951 and, therefore, in March that year 
the Consul-General approached Government for e:r-post-facto .:;anc-
tion. 

The Committee are unable to appreciate the significance of 
the above statement. It is as much the responsibility of any pub-
lic servant to ensure that unauthorised and wasteful expenditure 
should not be incurred. It should not be left for Audit to point out 
all irregularities. In this particular case the Committee were in-
formed that Audit did in fact challenge this expenditure as early 
as December, 1949. The Committee are of the view that Govern-
ment officers in responsible position should act in the best tin&ncial 
interests of Government and should not put forth as a plea for any 
act of irregularity committed by them, the failure of Audit to 
bring this fact to their notice. They would also suggest that in 
order to avoid recurrence of such cases, instructions should be issu-
ed to all Missions that financial commitments should be made only 
after consultation with the Financial Advisers attached to the Mis-
sions. 

The Ministry of External Affairs had observed as follows :-
Noted. Financial Advisers are attached 1.10 the Indian Missions 

in Washington and London and detailed procedure has been laid 
down in regard to the processing of financial proposals of these 
missions. In respect of 'other Missions, the position is that financial 
proposals which exceed the powers of the Heads of Missions are 
required to be submitted to the Government for sanction. 

Vnauthorised advance payments made by Indian Missions abroad. 
R 44 .•• *. The Committee suggest that clear instruction should 

be issued to all disbursing officers in the Embassies that they would 
be held personally responsible for any unauthorised advance of 
Government money made by them. 
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Copy of GovemJDellt of IDdJa, MIDIstry of Extemal AffaIrs Memo. 
No. F. 44(tl)-A-U/54, dated the 20th Sept 19M. 
SUBJEcT.-Unauthorised. payments by Indian Missions to non-o:lficial 

Heads of Mis.nons and other officers employed therein. 
Considerable difficulty has been experienced by this Ministry 

in the past in settling the accounts of non-official Heads of Missions 
and other officers working in Indian Missions abroad on their re-
linquishing charge of their posts. This was due to the fact that un-
authorised payments to them or on their behalf had been made both 
by the Missions in which they· were employed and those on the 
route of their return journey to India. It has, therefore, been 
found necessary to draw the attention of all concerned once again 
to the specific instructions contained in the following circulars 
issued by this Ministry :-

l. Memorandum No. F. 601-A/49. dated the 10th April '49. 
2. Letter No. F.l5(1)EI/50, dated 25th January, '50. 
3. Memorandum No. F.18(90)-A/51, dated 5th April, 1952. 
4. Memorandum No. F.3(2)A/51, dated 9th March, 1953. 

(copies enclosed for ready reference) 

It is requested that these instructions should, in future, be strict-
ly followed and no payment should be made to or on behalf of t.he 
heads of Missi:ms or other officers (whether officials or non-officials) 
and no advance of any kind made to them, except where such 
payments are covered by specific sanction of Government or are 
clearly admissible under a general rule. This prec~utton is parti-
cularly necessary in the case of persons who are about to relinquish 
charge of their posts and go out of Government employment. If 
any unauthorised or excess payment is made and the amount is 
later found not to be recoverable, the amount paid without authori-
ty or in excess may have to be debited to the personal.account of 
the officer Who may have been responsible for making the unau-
thorised payment contrary to Government orders. 

The above instructions should be brought to the notice of all 
Heads of Chanceries and other Drawing and Disbursing Officers and 
should be carefully noted by them for their future guidance. 

Copy of Government of IndIa, Ministry of External Affairs Memo-
randum No. F. SOI-A/'9, dated. the 10th April 1M9. 
SUBJECT.-Uti!isat'ion of Government funds for unauthorised pur-

poses 
Several cases of utilisation of Government funds for unautho-

rised purposes and of contravention of foreign exchange regula-
tions e.g., ~urchase of stores at Government cost for supply to 
private indlviduals on the understanding. that the price will be subse-
quently recovered, provision of passages for individuals from Gov-
ernment funds without prior sanction, unauthorised advance of 
cash to officials and issue of a certain amount of currency to privllte· 
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individuals in exchange for currency of another country etc., have 
come to the notice of the Government of India. While there is 
no question of any improper motives behind such transactions, they 
nevertheless indicate ignorance of rules and of proper procedure. 
Such transactions are objectionable from two aspects :-

(1) unauthorised use of Government funds on private account 
even though recovery from the individual is to be effected 
later, and 

(2) u~e by an individual of a Government Agency, foreign ex-
change is unintentionally avoided. 

The Government of India wish to impress upon their Missions 
abl"oad that Government funds are not available for private pur-
poses. and in cases where such assistance may be necessary in em-
ergent circumstances, full facts must be reported immediately to 
thi~ Ministry for issue of necessary sanction. 

Copy of letter No. F. 15(1)-El/50, Govel'Dment of 11Hl1a, MInJstry 
of External Hairs, New Delhi, the 25th January 1950 to all IIldlaa 
Missions and Posts Abroac1. 

SUBJECT.-DisbuTsement of Pay. Allowances. Advances etc. to Gov-
ernment Servants. 

It has been brought to the notice of Government that some 
Missions disburse pay and allowances to Government servants with-
out waiting for necessary authority for payment from the Govern-
ment of India or the Audit Officer as required under the Rules, and 
pay advances to them or make payments on their behalf while pas-
::;ing through the stations where the Missions are located. In some 
instances officers passing through different countries drew advan-
ces of money from all the Missions in those countries. This practice 
is irregular and is contrary to the existing rules. The Indian Mis-
sions abroad are for the purpose of making payments on Govern-
ment account, governed by the Government of India Financial and 
Treasury Rules. The disbursement of moneys by them are subject 
mutatis mutandis to these Rules. The Head of the Mission, or 
other officer authorised to make disbursements, has to discharge 
the duties and exercise the powers assigned to disbursing officers 
and is responsible for seeing that the general spirit of the regula. 
tion is observed. For example no payment can be made towards the 
pay, leave salary and allowances of a Gazetted Government servant 
until the Audit Officer has intimated the rate at which payment shall 
be made and the first pay bill of a Government servant, whether 
gazetted or non-gazetted, cannot be paid unless it is supported by 
a last pay certificate. Similarly no gazetted Government servant, 
can be paid an increased or a changed rate of pay, leave salary, fixed 
allowance, etc., unless the bill on which he draws it is accompanied 
by a letter of the Audit Officer authorising the amount to be paid. 

In general no payment on any account can be made unless it 
is covered by some general rule or a specific sanction of Govern-
ment. 
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Government servants and their families moving from one' 
country to an9ther are required to equip themselves with adequate 
funds and the necessary foreign exchange before undertaking the 
journey, and are not in the ordinary course entitled to draw ad-
vances from Indian Missions en route. If it is unavoidably neces-
sary that an 'Embassy of other office of disbursement en route should 
make advances to him or payments on his behalf, the Government 
servant concerned should take steps in advance to obtain the neces-
sary authorisation from the Government of India or the Audit 
Officer. 

It is realised that it may not always be possible to anticipate 
requirements and obtain prior authorisation. In such cases if the 
Head of a Mission is satisfied that the payment of a sum of money 
to a Government servant, or on his account. is clearly due, and that 
distinct hardship will be caused if payment is refused on the score 
that the sanction of the Government of India or authorisation of 
the Audit Officer is wanting. he may authorise the minimum neces-
sary payment and report the matter immediately to the Govern-
ment of India and in case of Gazetted Officers also to the Audit 
Officer, together with the explanation of the circumstances in which 
the payment was considered to be unavoidably necessary. 

It may please be noted that no payment should be made which 
does not conform to the spirit of the Treasury and General Financial 
Rules. and wherever possible prior sanction of the Govemment 
of India should be obtained in all doubtful cases. In this connec-
tion attention is invited to the instructions contained in the Gov-
ernment of India, Ministry of External Affairs circular memoran-
dum No. 601-A/49, dated the 10th April, 1949, prohibiting utilisation 
of Government funds for unauthorised purposes. 

Copy of Government of india Ministry of Edema! Malrs, Memo-
randum No. F. 18(90)-A/51, dated the 5th April 1952, to All MllSIons 
and Posts abtoad .. 

SUBJECTS.-Financial irregularities committed by Missions. 

The Accountant General Central Revenues has brought to no-
tice the following financial irregularities committed by some Indian 
Mission ;-

1. Disbursement of pay and allowances of Gazetted Officers without 
specific authority from the Accountant General Central Reve-
nues ;-

Under the rules no payment can be made to gazetted Officers 
whether of regular pay and allowances or advances, without speci-
fic authorisation of the Accountant General Central Revenues. The 
non-observance of this rule has led to over-payments in the past. 
The claims of Gaz~tted Officers (except T. A. claims) should not 
be disbursed until specific authority of the Accountant General Cen-
tral Revenues is received. 
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Item (2) : Payment of hotel bills, conveyance hire, etc., on behalf of 
officers palsing through the foreign countries : 
Wherever such payments have to be made they should be treat-

ed as advances to the officers concerned. The authority of such ad-
vances should be quoted against each item. 

Item (3) : Payments on behalf oj officers are sometimes made by Mis-
sions even after the issue of their last pay certificates:-
This should "be avoided as far as possible. but if it becomes l.b-

solutely necessary to make such payments revised L. P. C. should be 
sent to the Audit Officer immediately, to enable him to adjust the 
amounts paid, properly. 

Item (4): Some officers drew advances against their pay E'nd 
allowances for a f.ew months without the authority of the Gov-
ernment of India or the Accouutant General. Central Revenues. This 
is irregular. The orders contained in the Ministry of External Af-
fairs Circular letter No. F.15(1)-El/50, dated the 25th January, 1950 
(on pages 277-278) should be strictly fOllowed in future. 

Item (5): Some purely personal expediture was incurred by 
Missions on behalf of Government servants. It has been stressed 
more than once in the Circular Instructions issued in the past that 
private transactions should not find a place in Government ac-
counts. 

Copy of Govemment of India, Ministry of External Affairs Memo-
randum No. F. 3(2)A/51, Dated the 9th March, 1953. 
SUBJEcT.-Delegation of Financial Powers to the Government of· 

India representatives abroad-grant of advances. 
With a view to avoiding delay and frequent references to the 

Government of India, the President is pleased to delegate to all 
Heads of Indian Missions and Posts abroad under the administrative 
control of this Ministry the powers to sanction advances of travel-
ling allowance on tour and advances of pay and travelling allow-
ance on transfer to Government Servants, including Temporary and 
Officiating Government servants whether Gazetted or non-Gazetted, 
serving under them. The advances of travelling allowance on tour 
will be subject to the conditions laid down in the General Finan-

. ciaI Rules Volume I, (Rule 269), and the grant of advances of pay 
and travelling allowance on transfer will be subject to the following 
conditions :-

(1) An advance of pay should be limited to one month's pay 
of the Government servant and should be recovered in not 
more than three monthly instalments. The amount of ad-
vance to a permanent Government servant should not ex-
ceed one month's substantive pay. In neither case should 
the advance include any allowance. 

(2) An advance of T. A. should not exceed the estimated amount 
of T. A. admissible to t.he Government servant, excluding 
charges which are paid direct from Government account 
e.g., cost of sea and air passage, and may be given in the· 
currency in which the expenditure is to be incurrE'i. 
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,(3) An advance should not be granted to an officer whose term 
of o'ffice is likely to terminate immediately after perform-
ing the journey, doubtful cases being referred to the Gov-
ernment of India. 

(4) In the case of a temporary Government servant, a surety 
should be obtained from a permanent Central Government 
servant before the advance is granted. 

2. The powers delegated above should be exercised only when 
absolutely necessary and before sanctioning any advance, the Head 
of the Mission should satisfy himself that no risk is involved and 
that provision is made for adequate security for Government mo-
ney. 

Creation Of Administrative Vigilance Division 
R 58. The Committee understand that in pursuance of the Note 

on the measures for dealing with corruption in Public Services laid 
on the table of both Houses of Parliament in August, 1955. an orga-
nisation called the Administrative Vigilance Division headed by ~ 
Director (of the status of Joint Secretary) has been set up in the 
Ministry of Home Affairs in August, 1955. It is also noted that Vigi-
lance Officers have been appointed in each Ministry or the l1'inci-
pal attached and subordinate offices. The Committee welcom this 
-step and trust that with the setting up of this organisation, 'hings 
would considerably improve. 

MINISTRY OF HOME AFFAIRS 
Measures for dealt ... with Corruptioa la Public Services.-C .... ..ation 

of the Admbrlstrative VlgUance Organisation 
Creation of The Administrative Vigilance Orgatrii;ation 

2. The Home Ministry ... • ...... ·proposes that each Ministry should 
immediately nominate an officer, of at least Deputy Secretary's ~ta­
tus, to be the Vigilance Officer in that Ministry, who, functioning 
under the direct control and guidance of the Secretary, will CM-
centrate on this task. He will be expected to pay attention not 
·only to the Ministry itself but also to its Attached and Subordinate 
Offices. To co-ordinate the work of the Vigilance Officers and 
to furnish the required drive and direction, a central agellCy to 
be called the Administrative Vigilance Division should be created 
in the Ministry of Home Affairs with a Director at its ht.ad and' 
adequate staff to assist him. Subject to the over-all directIon and 
control of the Home Secretary, the Director, Administrative Vigi-
lance Division, will also supervise the working of the Special Police 
Establishment and see that investigations are conducted with vigour 
and speed. The distribution of functions will be as follows:--

A-Each Vigilance Officer will, with the assistance and guid-
'anee of his Secretary and under the leadership of the Director, Ad-
ministrative Vigilance Division, be in charge of measures for the 
prevention, detection and punishment of corruption and other mal-
practices in his Ministry and its Attached and Subordinate Otlices in 
:particular, he will see : 

,(1) that the existing organisation and procedures are examined 
with a view toeli~ or minimise factors which provide 
opportunities for colTUption or mal-practices, 
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(2) that a system of regular inspections and surprise visits is 
planned and enforced for detecting failures in quality or 
speed of work, which would be indicative of the existence 
of corruption or malpractices, and 

(3) that prompt action is initiated and pursued in all cases 
where reasonable grounds for suspicion of corruption or 
malpractices exist against any person. 

B-The Director, Administrative Vigilance Division will main-
tain close liaison with the Secretaries and the Vigilance Officers of 
the Ministries and Departments :-

<a) to ensure the implementation of the measures mentioned 
in A above, 

(b) to give guidance and assistance wherever needed to ensure 
that departmental enquiries are conducted with all possible 
speed consistent with due observance of procedural require-
ments, and 

(c) to ensure that due speed and vigour are maintained in the 
conduct of investigation and prosecutions entrusted to the 
Special Police Establishment. 

Introduction Of a satisfactory system of Exchequer control 
R63. The Committee realise that the introduction of Exche-

quer control involved complete change of the present treasury and 
accounting procedure. They are, however, glad to note that until 
these changes could be brought about, the Comptroller and Audi-
tor-General and Government have agreed upon as part of the 
scheme of departmentalisation of Accounts, a system of centralised 
payments by departmental Pay and Accounts Officers who would 
be responsible to see that no payment was made by them in excess 
of the grant or appropriation unless it was covered by a supple-
mentary vote/appropriation or an advance from the Contingency 
Fund. The Committee were assured that this would secure the 
substance of what the Committee had in mind. 

NOTE.-&e P. A. C. Third RC1)ort, 19511-53, Para 5 Introduction lind R. 11-3. 

Subllidtary Accou.nts of the Central Research Institute, Kasauli 
R 79. The Accounts under report disclose a continuing loss I)n 

the manufacturing side of this Institute. The Committee note 
that the prices of sera and vaccines manufactured at the Institute 
are under revision at present. The Committee are of the view that 
the Government of India should prepare manufacturing, trading 
and profit· and loss accounts and balance sheet for the manufactur· 
ingside of the Institute so that one can have reliable and correct 
data to ensure that the prices of vaccines, sera etc., are not inflated 
unnecessarily. 
The Ministry had accepted the recommendation of the Com'lnit-iee 

Introduction of Cost Accou'Rting System .in the Films Division. 
R 89. The Committee also enquired from the Ministry the prin-

ciples governinf the classification of expenditure on the production 
of "commercial' and "non-commercial" films as also the allocation of 
"overhead CMl'It!S" incurred by the Films Division to these two 
'heads. The Committee note that the accounting system followed 
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by the Films Division is the usual 'financial accounting system' and 
that there is no provision under this system for allocating the over-
heads. The Committee recommend that a' proper cost accounting 
system should be introduced in the Films Division with effect from 
the current financial year to see that an effective check is maintained 
not only on the rise in production costs but also on the overheads 
which should bear reasonable relationship to the overall production 
cost. . 

While the Committee appreciate that number of films are meant 
for publicity purposes and the calculation of the element of mone-
tary value might be beset with some difficulty, all that the;y have 
in view in making the above recommendations is that results of the 
financial side of the working of this Division on a commercial basis 
are presented to Parliament. 

The recommendations were accepted by the Ministry of Informa-
tion and Broadcasting. 

Losses in the Publication of Radio Journals 
ROO. In response to the Committee's request the Ministry fur-

nished to them a note setting forth the various measures taken by 
them to reduce the cost of publication of the various Radio Jour-
nals. The successive Committees of Public Accounts of recent years 
have expressed concern over the continued losses in the publication 
of Radio Journals. The last Committee had expressed the hope 
that the opening of the space-selling unit would result in fetching 
more advertisement revenue and thus reduce the loss. This would, 
however, be reflected in the subsequent years' accounts. The Com-
mittee note that at present, the percentage of complimentary copies 
supplied as compared to the number of copies sold is very high. They 
would suggest that the need for issuing such a large number of com-
plimentary copies should be carefully investigated with a view to 
reducing the number of copies to be printed. The Committee also 
endorse the recommendations made by the Estimates Committee in 
para 135 of their Twelfth Report that the publication of such of the 
journals which are not self-supporting should be stopped. 
Copy of para 135 of Twelfth Report of the Estimates Committee of 

1954-55 
The journals Awaz (Urdu) and Nabhovani (Gujerati) have a 

circulation of only 1,600 and 700 copies respectively and Government 
incurred a net loss of about Rs. 18,500 and Rs. 10,000 annually on 
them. Considering the poor circulation of these journals, the Com-
mittee feel that the losses incurred on them are unjustified. They 
would suggest that in case it is not possible to make them, sel£-sup-
porting, the publication of these journals should be discontinued. 
Publicity of programmes may be done through the local Urdu and 
Gujerati newspapers who may be supplied regularly with the texts 
of the programmes. 

The Ministry of Information and Broadcasting had obseroed as 
joUows:-

Issue of complimentary copies of the Radio Journals is now to be 
regulated according to the following principles:-

1. Supply to otfi£ers in the MiniBtry.-The number of copies re-
quired for official purposes alone is to be supplied to the Ministry, 
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and that too, not to individuals either in office or at their residences. 
This will include the supply required for official purposes to other 
media units of the Ministry such as the Press Information Bureau, 
Directorate of Advertising and Visual Publicity, etc. 

2. Supply to the Directorate-General, All India Radio, and Radio 
Stations as OtJicers.-Whatever number of the Radio Journals is re-
quired by them for official purposes in office is being supplied on pay-
ment which is effected through book adjustment. 

3. Supplies to individ1.&tll afJlcers for home use in coonection with 
their duties.-All officers connected with programmes and those who 
are required, for engineering purposes, to listen to the programme are 
to be given a copy for their home use, as the bulk of listening has 
tCJ be done outside office hours. The copies will be supplied only to 
such personnel and none else will be given complimentary copies. 
ThJs principle is to be applied to the Directorate-General, All India 
Radio and to the Ministry also. As the supply is made for the pur-
poses of better execution of official duties by the staff, the prict: of 
the copies supplied should be recovered from A.I.R. through book 
adjustment. 

4. Supply to nOIR-Official commtittees attached to A.I.R., or Radio 
stations fOlT programme purposes.-Members of such committees have 
the option to obtain a copy of 'Indian Listener', or of one of the lan-
guage journals. As these members should know what A.I.R. pro-
grammes are, not only by listening to programmes of the station:5 
to which they are attached but also by getting information from the 
Radio Journals of programmes from other stations also, supply of 
complimentary copies to them has to be retained. 

5. Supply to advertisers, newspapers etc.-The number of copies 
which are now distributed through the Directorate of Advertising 
and Visual Publicity purely for the purpose of securing advertising 
business or to newspapers or foreign organisations has to be retained 
In the interests -of businesa. 

The position has already been explained to the Lok Sabha Secre-
tariat in reply to para 135 of. the Twelfth Report of the Estimates 
Committee extract enclosed (Appendix III). 

APPENDIX III 
It is necessary to consider the total circulation of an journals 

put together. That circulation amounts to 75,075 copies. Tlle total 
.umber of radio licences in the country is 10,29,816 and this works 
to a percentage of 7'29 which is not a disappointing percentage con-
sidering the extent of literacy and the reading habits of the people 
in this country. The total number of copies of radio journals sold, 
namely 75,075 also compares favourably with the total number of 25 
1akhs copies of daily newspapers sold in the country. If a compara-
tive view of similar figures in Great Britain is taken, it would seem 
that the position is not so discouraging. 

Precisely because reading- habfts are not similar in different tin-
guistic groups of the country, it is all the more essential to consider 
the circulation of Journals together as one group. It is also necessary 
19-5 Compt.A. G"S8 
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to add to the volume of circulation the copies of Radio Publications 
like A.I.R. Selections, Prasarika and other pamphlets which are 
based on material broadcast by AI.R. There are also other reasons 
of publicity for continuing the publication of the Journal "AWAZ" iR 
Urdu. It is, therefore, not proposed to discontinue the publication 
of journals which are well established. Nevertheless, every effort 
is being made .. as suggested by the Committee to pay greater atten-
tion to the question of making the journals self-supporting and for 
that purpose, not only better production standards of the journals 
but also a larger advertising revenue is being aimed at. The position 
will be reviewed at the end of this financial year, by which timE.> 
sufficient experience will have been gained. 

NOTB.~tt P. A. C. First Report 1951-52, R'49 Sc:venth Report, 1952-53, R·H. 

Purchase on behalf of a Non-Government Organisation 

R 97. The Council of Scientific and Industrial Research is a regis-
tered society under the Registration of Societies Act, (XXI of 1860) 
and the administration of the aftairs as well as funds of the Coun-
cil have been entrusted to a Governing Body of the Council. The 
Council is allowed to make purchases through the Missions abroad 
without making advance deposits and the amounts spent by the 
Missions are kept under "Suspense" in Government accounts pend-
ing recovery from this Organisation. As it has not been possible 
for the Organisation to arrange for the expeditious settlement of the 
amounts due from it, Audit pOinted out that the existing procedure 
involved the unnecessary locking up of Government moneys for 
considerable periods and suggested in May, 1951 that the payments 
for the expenditure incurred on behalf of the Organisation should 
be arranged by the Council directly without passing the transactions 
through Government accounts. 

_ The Committee are aware that the entire expenditure on the Or-
gaaisation is met out of grants from Government. In their opinion, 
this does not in any way mitigate the above irregularity. They nrc 
glad that at their instance the representative of the Ministry of 
N.R. & S.R. agreed to discontinue the existing procedure and fall in 
line with other State Undertakings such as Sindri Fertilisers Ltd., 
and the D. V. C., which were making payments direct for their 
purchases made from abroad. 

Powers and Functions of the Council of Scientific and Industrial 
. Research.should be enacted by an Act of Parliament. 

R 98. The Committee commented on the phenomenal increase 
in the expenditure and an all-round expansion of the activities of 
the Council of Scientific and Industrial Research sInce its inception 
about fifteen years ago. 

The Committee hold the view that, as a matter of general prin-
ciple, where it is desired that continuing functions involving subs-
tantial expenditure should be exercised by autonomous bodies like 
the Council of Scientific and Industrial Research the powers and 
duties to be exercised should be defined by specific statute. The 
Committee trust that Government would take the first ponvenient 
!:,r,0rtunity to embody the functions of the Council of Scientific and 

ustrial Research in a statute. 
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Grants to varioUB Scientific SOcietie, 

1\.99. At present, Grants amounting to several lakhs of rupees 
are being annually made to a number of scientific socjeties and 
institutions in the country. The Committee enquired into the basis 
on which these grants were determined. The representative of the 
Ministrf stated that the grants were made on the requests made from 
the vanous organisations who prepared a plan of their future acti .. 
vities and submitted it duly supported by an audited statement of 
their accounts showing how the money had been spent during the 
previous year. The annual grant was released in instalments. The 
representative of the Ministry of Finance informed the Committee 
that they had under contemplation a scheme for making block grants 
for five years. 

The Committee are of the opinion that payment of yearly grants 
is not best calculated to promote efficient economy and it would 
certainly be more beneficial to the societies and organisations in 
receipt of such grants, if these were determined on the basis of 
5-Year period. The Committee also trust that when considering 
applications for grants from industrial research associations, Gov-
ernment will obtain sufficient information as to the financial position 
of the industry concerned in order to ensure that they make pay-
ments only in cases of proved necessity and that, in assessing the 
amount, they will have greater regard to the capacity of an industry 
to bear the cost of its own research. 

The M·inistr-,., of Education and Scientific Research had observed 
as follows:-

The major Scientific Research Institutes and Societies are now 
required to submit to Government their programme of work for five 
year periods and after scrutiny, provisions are made in the Five Year 
Plans on the basis of programme as approved. The approved provisions 
are aL~o intim.ated to the Institutes and Societies concerned so that 
they may layout their programme of work and the connected ex-
penditure accQrdingly. Provision in the budget is an<nually made by 
the Ministry for payment to these Institutes and Societies according 
to approved five year programmes. 

The payment of grants-in..aid is, however, controlled in the u.~u;al 
manner as laid down in the financial rules. 

This Ministry is not concerned with any research organisation 
set up by a particular indU8try; nevertheless the capacity of a re-
search institute or society to raise funds for its activities from sources 
other than grants-in-aid from the Central Government are kept in 
'View in fi.;ring the grants fQT these Institutes and SOcieties. 

Maintenance of initial accounts by the Departments. 

R 113. The Committee learnt that Government did not consult 
the C. & A. G. before condoning the non-maintenance of regular 
accounts and regularising the expenditure incurred. They trust that 
in future Government would try to evolve in consultation with Au-
dit, a Simplified form of accounting in such cases where it would be 



difficult, for some reason, to maintain elaborate and detailed ac-
counts. Failure in the maintenance of initial accounts, which are 
prescribed by the Comptroller and Auditor-General, should be con-
doned only In consultation with the Comptroller and Auditor-Gene-
rat. 

The recommendations had been noted by the Ministry of Rehabi-
litation. 



SEVENTEENTH REPORT OF THE CENTRAL PUBLIC 
ACCOUNTS COMMITTEE 1955-56, ON THE APPRO-

PRIATION ACCOUNTS (RAILWAYS) 1953-54 
Debits f()lf' supplies and services 

R 7. During their discussion of the reasons for some of the 
important savings on voted grants (Grants No. fa and 17-Open Line 
Works, Additions and Replacements respectively), the Financial Com-
missioner, Railways infonned the Committee that this was due 
mainly to the fact that the supplies of rolling-stock which had been 
ordered from abroad and in respect of which provisions had been 
made in the budget for the year uncler review, did not materialise. 
In extenuation. he urged that the Railway Board had little or no 
control over this matter and they usually awaited the supplies up till 
the last moment. 

The Committee are aware of the difficulties in the matter of 
preparing accurate estimates for store-purchases. Nevertheless, 
they would like to point out that unc~rtainties in supply position are 
not as marked as they used to be during the war and following years 
rendering every E'stlmate for purchase of stores toq wide of the 
mark. They would, therefore, once again reiterate their earlier re-
commendations that a suitable procedure should be devised by the 
large spending Ministries like the Ministry of RaHways, whereby 
they should be ablE' to ascertain, telegraphically if lUl!cessary, from 
the Purchase Missions abroad about the precise position in regard 
to the supplies within the financial year, and estimate the total re-
quirements as accurately as possible. They are of the opinion that 
the position should improve if the Railway Adviser attached to the 
Indian High Commissioner in London is entrusted with the task of 
chasing the indents placed with the various suppliers and manu-
facturers in the U.K. and the Continent and thus keeping a cons-
tant progress check over them. 
APPENDIX xxm TO THE PUBLIC ACCOUNTS COMMITlEE'S 

FOVR'DI REPORT, 1957-58, VOL. 0 
The causes leading to the lapse of funds in respect of the supplies 

have been analysed and it has transpired that the funds lapsed are 
mainly those for foreign payments for bulk orders for rolling stock 
placed abroad. With a view to narrowing down the variations in 
respect of such items instructions have already been issued to the 
various agencies of procurement abroad to prepare their forecasts 
very carefully and as accurately as possible, and to advise any major 
changes in their forecasts by the 10th March each year. 

Notwithstanding all the difficulties pointed out by some of them 
they have been requested to furnish telegraphically in the third 
week of March every year important modifications to the previous 
forecasts so that the final modification may be as close to the actual 
as possible. 

As regards the suggestion of the Committee that the Railway 
Adviser attached to the Indian High Commission in London should 
be entrusted with the task of chasing the indents placed with 
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various suppliers and manufacturers in United Kingdom and the 
Continent, it maybe mentioned that the Railway Adviser functions 
in a purely technical capacity and his duties are in the nature of a 
consulting Engineer (i.e., clarifying specification, interpreting these 
to foreign manufacturers, accepting technical deviations and modifi-
cations etc. and prescribing standards of inspection). The work of 
progressing supplies against contracts placed is the responsibility of 
the contracting authority, namelY1 the India Store Department and 
they (India Store Department) wIll, as far as possible, comply with 
the instructions as brought out ill paragraphs 2 and 3 of the note, 
and that the Railway Adviser to the High Commission will assist 
the Director General, India Store Department, who will indicate the 
position of supplies against different contracts monthly. 

NOTE.~" P. A. C. 19-1-3-44, R-21, 1944-45, R-7, (Jo:phome Vol. I) 1947-048 (poIt-parti-
tion) R-5 and R-15 (i) of lhis volume. 

Execution of works without specific provision in the Budget 
R 8. It has been stated that 427 works were executed during the 

year, each costing Rs. 5 lakhs and over for which no specific pro-
vision was made in the Budget. 

The Committee were given to understand that the Raiiway 
Board were vested with powers to provide funds by re-appropriation 
in such cases within the amount voted by Parliament. 

The Committee appreciate that a certain amount of elasticity is 
necessary for the working of the system. They would, however, 
like: to draw a distinction between the diversion of funds to a work 
already sanctioned by Parliament and diversion to one which has 
never been on the Budget Estimates. They, therefore, recommend 
t.hat whenever any proposal is made to use the savings for the com;-
mencement of any new work not contemplated in the original budget 
a very jealous scrutiny should be exercised. The Committee would 
also invite attention to para 10 of their Thirteenth Report in this 
connection. 

The Committee desire that in future Reviews, the Railway Board 
should in such cases split up the important savings into suitable cate-
gories e.g:, non-receipt of supplies and/or debits therefor, slow prog-
ress of works etc. and give details under each category. 

NOTB~" P. A. C. Thirteenth Report. 1954-55 R-IO. 

The Public Accounts Committee 1957-58 (Fourth Report, 1957-58, 
Vol. I, page 59) were informed that the recommendation has been 
noted for compliance by the Mmist.ry of Railways (Railway Boord). 



EIGHTEENTH REPORT OF THE CENTRAL PUBLIC 
ACCOUNTS COMMITTEE 1955-56 'ON THE ACCOUNTS 
OF THE DAMODAR· VALLEY CORPORATION FOR 

1952-53 AND 1953-54 
Commencement of Works without execution of Contract Documents 

R 25. The Committee have more than once deprC'cated the prac-
tice of some Engineers to proceed with the execution of works with-
out at first entering into any formal agreement with the contractors. 
They would like to reaffirm the view expressed by an earlier Com-
mittee that save in the most exceptional circumstances, no worlt of 
any kind should be commeftced without the prior execution of con-
tract documents. Such a course makes the liability of the Govern-
ment wholly indeterminable and places the Government entirely at 
the mercy of the contractors. 

The Ministry of Irrigation and Power (Third Report, 1957-58, Vol. 
II, page 40) had observed as follows :-

The views of the Committee have been brought to the notice of an Projects Authorities. 
NOl'I!.-J'tt.- P. A. C. 1942-45, 1.·7 (M. A. C.), 1..19 and P. A. C. 19+3 ..... , P-8. 

(Epitome Vol. I). 

Para 12 of the Audit Report, 1953-54.-Decision to purchC&le equip-
ment for projects should be taken at high technical level 

R 36. The Audit Report has pointed out that in spite of exist-
ing instructions, the irregular practice by the Field Officers in not 
sending periodical indents regularly, which militated against bulk 
purchases being made economically, continued during the year under 
report. 

Further, in spite of existing instructions to the contrary, the 
l"icld Officers continued to indent for articles of specified makes of 
equipment which not only tended to reduce competition among sup-
pliers but also created difficulties in the maintenance and repairs of 
such equipment because of there being such a variety of makes. 

In evidence, the Committee were informed that the Corpora-
tion had to go in for different makes of machinery and equipment 
in 1949 as machinery was in short supply at that time. A purchase 
procedure has since been laid down with a view to avoid this. The 
Committee are inclined to the view that in such cases, it would 
not be proper I>f advisable to leave it to the indenting officers to 
specify the makes; there should be co-ordination in the matter of 
purchase of the makes, types and sizes of. the plant best suited fOil: 
various types of work and also combination and matching of plant 
where more than one unit of plant is involved. The decision to go 
in for the best type ·of equipment should be taken at a high techni-
cal level.· The dangers in individual indenting oftlcers purchutng 
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a certain type of equipment according to their preferences are only 
too obvious. The Committee would like to draw attention here to 
the following extracts from para 2.08 of the Report of Construction 
plant and Machinery Committee: ". · *. The importance of standardisation of a few well-tried 

items of construction equipment is well recognised, both 
from the technical and economical points of v.iew. The absence 
of a master plan for plant planning is surpassed, on many of 
the projects, only by the indecisive mind as to the types, 
makes and sizes of equipment to purchase. Piecemeal pur-
chases are made of equipment, which often have not matched 
with the previously acquired plant. •• with so much of 
indecisive planning. it is impossible to expect a high stan-
dard of performance." • 

In this case, the field officers in the n.v.c. made piece-meal pur-
chases of specified makes of equipment which tended to reduce com-
petition. The Committee wanted to know how these purchases were 
justified. The representative of n.v.c. stated that they decided to 
go in for specific makes of equipment in those cases where they had 
already got similar makes. He, however, agreed with the sllgges-
tion made by the Committee that the decision to buy a parfieular 
type must be taken at a high technical level and it should not be left 
to the indenting officers. On his attention being drawn to the ob-
servations made by the Construction Plant and Machinery Commit-
tee that the n.v.c. suffered from a multiplicity of equipment under 
each category, the representative of the n.v.c. assured the Com-
mittee that the Corporation had laid down a procedure for avoiding 
such things in future. 

The Minist71l of Irrigation and .Power had observed (Third Report 
1957-58, Volume 11, page 45) as follows :-

A note furnished by the D.V.C. explaining the poBition is attached 
(Anne.ru.re XI). 

Government are in agreement with the observations 01 the Plant 
and Machinery Committee made i-npara 2.08 oj. their Report. A 
Standing Committee of experts has gone into the question and made 
certain reCommendations regarding the makes Of equ.ipment to be 
standardised. These recommendations have been circulated to State 
Governments and Project Authorities for adoption. 

ANNEXURE XI TO APPENDIX vm OF PUBLIC ACCOUNTS 
COMMl'lTEE'S THIRD REPORT 1957-58, VOLUME D 

The recommendation made by the Public Accounts Committee lS 
accepted in principle. As already stated, indents for specific make, 
if any, are not acted upon without calling for tenders to determine 
if any other machine conforming generally to the specifications is 
available at a cheaper cos~ and within the scheduled date of delivery. 

So far as general purchases are Concerned, the Chief Engineer 
should be regarded as IIhigh technical level" whose opinion should be 
tin.al and decisive in the matter of any conflict of opinion between the 
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indentor and the Controller of Purchase and Stores unless the 
Corporation thinks it necessary or desirable in a particular case to 
obtain a second opinion. Similarly, with regard to purchases of 
electrical equipment, the Chief Electrical Engineer's opinion would 
prevail but in cases of difference of opinion amongst the Engineers 
we generally consult the Board of Consultants (Power). which has 
been recently set up. In fact,· in a few cases in the past and very 
recently in connection with the selection of plant and equipment for 
the Durgapur Thermal Power Station and the installation of 4th Unit 
at Bokaro, the Board of Consultants were consulted. This procedure 
will be followed whenever considered necessary to do so. 



NINETEENTH REPORT OF THE CENTRAL PUBLIC 
ACCOUNTS COMMITTEE r 955-56 ON THE APPROPRIA-

TION ACCOUNTS (DEFENCE SERVICES), 1953-54-
Advance Collections of Stores for Wor;{~ 

R 20. The Committee view with concern the inegularily of de-
biting the estimate of sanctioned works with the cost of stores pro-
cured in advance in respect of unsanctioned works inasmuch as it 
involved fictitious adjustment of the cost of these stores. In many 
cases the irregularity would escape detection unless the work in ques-
tion was ultimately not sanctioned as it happened in the present 
case. 

The Comm.ittee observe that instructions are being issued to en-
ilUre that in no case stores acquired for one project are debited to 
another. 
APPENDIX XXX TO THE PUBLIC ACCOUNTS COMMl'I'l'EE'S 

SIXTH REPORT 1957-58, VOL. D 
Copy of Anny Headquarters, Enatneer-ln-Cldefs Branch letter 

No. 8501/251jE3A, dated 28-8-56. 
SUBJEcT.-Advance collection of Stores for Works 

1. A case has come to light where stores were collected for the 
project in anticipation of administrative approval and allotment of 
funds. The cost of the stores was debited to another sanctioned pro-
ject for which funds were available. 

2. Your attention is again drawn to para 64 of M.E.S. Regulations 
under which prior approval of the authority competent to accord ad-
ministrative approval to the work has to be obtained to collect the 
materials for a work which has not yet been administratively approv-
ed. An allotment of funds must be available for the work before 
any materials are collected. It is irregular to debit the cost of such 
stores to another work as was done in this particular case. 

3. However, transfer of stores from one sancUoned work to ano-
ther sanctioned work will continue to be governed under provisions 
of para 653 of MES Regulations. Such transfers should be made on 
issue vouchers and correctly reflected in construction accounts. 

NOTB.-Su I'.A.C. Thirteenth Report, 1954-55, R-1I4 and R-1I5. 

Procedure of placing orders on Director General, Ordnance Factories 
and periodical review thereof 

R 34. In the matter of promoting indigenous production !)f war-
like stores by the Ordnance Factories wjth a view to make the Defence 
Services self-sufficient as far as pOSSible, the Committee appreciate 
that occasional failures are inevitable in technical progress. Never-
theless, the Departments should constantly bear in mind the impor-
tant financial as well as technical considerations involved in their de-
cisions on such points and the Committee feel that the technical 
officers in charge should see that designs or processes involved have 
sufhcjently passed the experimental stage to justify expenditure on 
a considerable scale upon them. They would, therefore, suggest that 
normally the Ilrocess should begin first with an experimental or 
educational oraer, with a view to establish the technique of produc-
tion. Secondly, there should be a trial order for manufacture to 
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determine the economic cost of production and finally orders on 
large seale can follow. In the matter of placing orders on Director' 
General; Ordnance Factories by the Defence ServiCes, the Committee 
would observe that while urgency of requirement may be an im-
portant consideration, delays in cancelling orders placed on the· 
Director General, Ordnance Factories when there are surpluses and 
the stores are not needed immediately may be attended by financial 
as well as operational disadvantages. For instance, such delays. 
might involve continued expenditure on obsolescent types and that, 
in times of rapid technical advance, the operational life of new types 
might uneconomically be shorten~ by their belated arrival into 
service. The Committee, therefore, suggest that in the interests of 
operational efficiency, all pending orders should be reviewed periodi-
cally with a view to reassess the needs in the light of the latest trends. 
Goth in technique and demand. 

The Ministry oj Deje'nCe had observed (Sixth Report, 1957-58, 
Vol. II, pages 24.29) as jollows :-

In cases where it is desired to indigenously manufacture an item 
oj which the drawings and specifications are available and which is 
already in use in India from imports or which is in use in other cou:n· 
tries, the question oj experiments on designs, etc., does not norm.all!} 
arise. In such case8 the 'know how' is utilised and a trial order is plac-
ed on the Director General, Ordnance Factories to establish the tech-
nique Of mass production. In other cases where designs are not final, 
e.rperiments are usually carried out at the Technical Development 
Establishments or the Prototype Factory at Ambernath to prepare the 
designs, test their suitability and then prepare the specifications. It is-
only after that that a trial order is placed on he factories to establish 
the technique of mass production and for assessment of costs. In 
deci.ding upon the size of the trial order, it has to be borne in mind 
that production oj a small quantity oj a store by general engineering 
'lnethods does not ensure that the factOries will be able to undertake-
the manufacture of the store on a mass scale. For this latter purpose 
it is necessary to produce.certain tools and gauges. What is, therefore, 
intended by placing a trial order is that the factories should undertake-
the manu,facture of the necessary tools and gauges and produce an 
initial batch of the minimum quantity feasible by the technique of 
mass production. The same tools and gauges which are manufac-
tured for the 'trial' order are also utilised tor mass production after 
the factory has succeeded in establishing production of the stO'l es, 
although further tools and gauges have to be manufactured when 
the later bUlk order is very large. It is only in respect of 'materials' 
required for the manufactu,re of a store that the question of small 
or large quantities is really relevant. It is not aZways possible to 
manufacture or import the minimum quantity of certain materials 
actually required for establishing the technique of production if' 
the requirement. for such materials is extremely small. For in~ 
stance, while only 10 or 20 Ibs. of a certain material may be required 
to produce the limited quantity of stores covered by a smaU 'trial' 
order, the feasible unit of manufactUring or importing the materials 
may be one hundred-weight . . This factor has, therefore, to be taken 
into account while determining the economic unit of production 6f 
the store even for a trial order. 



In detennining the size of a trial order, regard har to be paid to 
the time factor aLto on accou.nt of delays which nonnally occu.r 
in the provisioning of materials, particularly when some oj them 
have to be imported. For instance, if a laTgiBh bulk order is placed 
only after a small trial ;order has been su.ccessfully completed. the 
provisioning of materials for the bulk order can be done only afte'" 
the completion of the trial order, and if material is difficult to 
obtain, that means that bulk p1'oduction will be correspondingly de-
layed. Therefore, it has been the practice that where. prima facie. 
no real difficulty is anticipated in executing a trial meT, the ;',dk 
order is placed almost simultaneou8ly 80 that the time normaUy lost 
in the provisioning of materials might be saved. Occasionally, of 
course, the expectation Of the factories that they would not meet 
difficulties in establishing p1'oduction is belied and in fact, in SOll'&e 
cases the establishment of production has taken unduly long time. In 
such cases, bulk provisioning does entail a risk, particularly if the 
requirements of the store by the Services should chcnge materially 
during the period that its manufacture is being established. To 
safeguard against this, instructions have been iBsu.ed to the Services 
again to ensu.Te that trial orders 'on DGOF aTe normally Testricted 
to the absolute minimum economic unit of production and the PGOF 
is also being asked to ensu.re that he demands the absolute minimum 
economic quantity, Exceptions to this may, however, have to be 
made when the need for establishing bulk pToduction quickl1/ is 
very great and 1L'hen there is every reason to hope that the . trial 
order can be successfully completed by the factories without a great 
deaZ of delay. 

The PAC's B'UggeBtion that all pending orders on Ordnanct' 
Factorie8 should be Teviewed periodically with a· tMw to Te-aBlftI 
the needs is being implemented. 

Powers of Director General, Ordnance Factories for manufacture in 
Ordance Factories for stock puTpOses 

R 71. The Committee find that there were no "hard and fast rules" 
laying down the limit on the financial powers of the Director General. 
Ordnance Factories in incurring expenditure on manufacture of com-
ponents for stock. "Depending on the nature of the stores, depending 
upon how easy or difficult it is to. manufacture components against 
subsequent orders, depending on the idea of recurring requirements 
indicated, the Director General, Ordnance Factories has to make 
an intelligent anticipatbn if and to the extent to which stocks of 
certain components have to be built against anticipated require-
ments." The Committee are rather perturbed at this arrangement. 
Their examination of the Defence Accounts, led them to the impres-
sion that the demand for stores for the Defence Services was subject 
to violent fluctuations and unless carefully processed, would either 
result in heavy surplus entailing heavy condemnations for reasons of 
operational inefficiency because of long storage, or would hamper the 
efficiency of the Defence Services if in short supply. In fact, conse-
·cutive provision reviews disclosed in some cases exactly opposite re-
wIts leading to subsequent cancellation pf orders already placed on 
the D.G.O.F. resulting in heavy financial louea. 
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The Ministry of Defence had observed (Sixth Report. 1957..58. 
Vot.II, page 43) as foUows:-

The Ministry agree that the financial powers of D.G.O.F. in in-
curring expenditure on the manufacture of components for stock 
should be clearl'll laid down and for this f'Urpose he has been asked to 
fC1l'1n.ulate proposals in consultation with h1.S associated Finance aiM 
in the light of his requirements. Meanwhile, as an interim measure,. 
the D.G.O.F. has been instructed not to manufacture components ex-
cept on firm de'f1l4nd •• 

Full utilisation of productive capacity of Ordnance Factories 
R 74. The Committee note that the Ministry of Defence have since 

set up a Defence Production Board under the chainnanship of the 
Minister for Defence Organisation with a view to securing fuller uti-
lisation of the capacities of the Ordnance Factories and better c0-
ordination between the Defence industry and the Civil industry. 

With the setting up of the Defence Production Board the Com-
mittee trust that increasing attention will be given to questions of 
effiCiency and to the close collaboration between technical and pro-
duction branches and that things would improve in so far as produc-
tion of Stores for the Defence Services is concerned. 

It might be necessary for preserving war potential and in the 
context of the wider policy of Government of maintaining full em-
ployment and of using productive capacity to the maximum extent 
possible. that Ordnance Factories should seek commercial orders. 
And it is a matter of policy. 

The Ministry of Defence (Sixth Report, 1957-58. Volume II, pages 
47-49) had ,observed as follows:-

The observations of the Public Accounts Committee have been 
noted. 

Every effort is already being made and will continue to be made 
to seek commercial orders with a view to utilise the surplus capac,ty 
and labour available in Ordnance Factories to the maximum exte1lt 
possible. There are several limiting factors in the choice of civilian 
items to be produced in the Ordna.nce Factories. Firstly, in order to 
avoid complaints from established trade, the items selected are gene-
rally those ~or which there is no capacity or only inadequate capacity 
in the country. Secondly, much of the plant and machinery in the 
Ordnance Factories is intended for a specialised purpoBe, namely, 
production of arms and ammunition, which does no lend itself to the 
production of civil trade items. Also, the utilisable plant should, 
ordinarily be used for civil p"oduction without effecting modifications 
which may take away from the original purpose of the plant and 
equipment. It is thus dear that we cannot expect to utilise *e entire 
au.rplus capacity lor production of civilian items without changing 
the basic function and purpose of the Ordna.nce Factlories. 

Adoption of efficient and economic methods of production in Ord-
nance Factories 

R 75. The Committee observed that where open competition be-
comes effective. it is essential to adopt the most efficient and econo-
mic methods of production. ,For this purpose, the Committee would 
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suggest increasing use of technical efficiency returns (i.e., returns of 
man-hours, percentage of waste etc.) and periodical investigation of 
.comparative costs of production. To stimulate manufacturing effi-
ciency, the Committee would recommend for the consideration of the 
Ministry the grant of incentives. 

The Ministry of Defence had observed (Sixth Report, 1957-58, 
Volume II, pages 49-51) as follows :-

On account of the difficulties and limitations explained ~n ~he 
(74-R) it is 7lI:>t always possible to adopt the most suitable I economicaL 
method of manufacture for civil trade items which may require sjJe-
clalised plant and equipment of another type. Further civil trade 
orders are not always Of a nature or for quantities which might make 
economic manufacture possible. Within these limitations, however, 
the most efficient techniques and methods of production are adopted. 

As regards increase of "efficiency" and control on "production 
cortS", the two main difficulties so far have been:-

(i) the existing system of costing under which only "historical 
costs" are made available by the Accounts Officers on a '~post­
mortem" basis with a time lag of several months.: and 

(ii) the inadequacy of the rate-firing, planning and progressing 
staff· 

As regards (i). the katter has been taken up with the C.G.D.A. 
who is now examining the question of revising the existing system of 
costing in the Ordnance Factories so as to make available the results 
within a month at the latest. 

As regards (ii), the necessity for providing adequate planning a.nd 
progressing staff has been accepted in principle. Attempts to recruit 
and train the staff are being made and when they are in position 
greater "efficiency" and "cost control" would be possible. While there 
is no doubt room for improvement, it would be incorrect to say that 
the civil production in Ordnance Factories is at present not carried 
oot efficiently within the means available. 

With regard to the grant Of incentives, the position is that the 
direct labour in Ordnance Factories is, for the most part, paid on 
the piece work system which provides an incentive for higher pro-
ductivity. In addition, orders have been recently issued to vIace at the 
disposal of each Factory Supdt. a sum of RB. 1000 a year, out Of 
which he may reward industrial workers. at his discretion., for good 
work done by them subject to maximum of Rs. 50 in each indi-
vidual case. It is hoped that this system of cash retvards would pro-
vide an incentive to workers. 

Measures to prevent hasty discaJ"ds of surplus stores 
R 85. It was very unwise to have declared new blankets as sur-

plus to Director General.. Supplies and Disposals for disposal when 
in accordance with the policy for the retention of surplus stores, re-
quirements up to an additional period-of 5 years could well be retain-
ed out of the surplus_ The Committee, desired that a report of the 
measures taken to prevent recurrence of such hasty discards should be 
.sl1bmitted to them. 
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ANNEXURE 4A' TO APPENDIX IX OF PUBLIC AOOOUNT8 
COMMl'1TEE'S NINETEENTH REPORT, 1155*56, VOLUME D 

Copy of Naval Headquarters letter No. SP /830" dated 31st 
January 1956. 

2. (a) The quantities proposed to be declared surplus should be 
scrutinised and approved personally by the officer in charge of the 
Store Depot. 

(b) Lists of stores which al'e found to be surplus are to be refer-
red by N.S.O. (B) to the professional officers of the Dockyard and con-
firmation obtained that there are no possible alternative uses for the 
stores, taking into consideration the storage life of the items. 

(c) Lists of surplus stores arrived at after action as at (b) irres-
pective of value should be forwarded to Naval Headquarters for scru-
tiny and approval before the surplus reports are raised. In cases 
where the stores are likely to be required by the other Services, four 
copies of the lists with complete details should be forwarded for as-
certaining their requirements, if any. 

(d) Withdrawals from surpluses once declared, can be made only 
with the Jlrior concurrence of the D.A.F.A.(N) and in consultation 
with the D.G.S.&D. Where contractual obligations have already been 
entered into by the D.G.s.&D., withdrawals may not be possible. 

(e) All cases where freezing orders are to be issued on the di.-
posal of stores, are to be referred to Naval Headquarters. 

Highest legal advice should be obtained in case of conflicting legal 
opinions 

R 99. When there are two conflicting legal opinions given in a 
particular case by Law Officers of Government, the case should be 
referred to the highest legal authority before a final decision is taken. 

The Public Accounts Committee 1957-58, (Sixth Report, 1957-58, 
Volume II, page 65) were informed that the Ministries had noted the 
recommendation of the Committee. . 

Appointment of Arbitration Tribunals to decide cases of disagreement 
under works contracts 

R102. The Committee have considered the Ministry of Defence 
O. M. No. F. 59/14/53/674-E/D E and Qtg., dated the 20th January, 
1955 (Appendix IX of Vol. II of the Fourteenth Report). Tn view 
of the fact that the war-time works contracts, which had generally 
been referred to onc-man arbitration for settlement and which had 
given rise to the recommendations made by the Committee in sub~ 
para 2 of para 6 of their report on the Appropriation Accounts, 1947-
48 (post-partition) have Deen closed, the Committee do not want to 
press the matter further. 
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APPENDIX IX TO PUBLIC ACCOUNTS ooMMtl·rEitS FOtJB.. 
'l'EENTH REPORT 19M-55, VOLUME D 

MINISTRY OF DEFENCE 

OIlce Memol'&ll4um No. F. 59/14/53/674-E/O (E. Ie Qtc.) dated 
the nth Jaaaary 1155. 

SUBJECT.-Appointm.ent of Arbitration Tribunals to decide case. 01 
disagoreement under works contracts. 

Government is of the considered view that in actual practice it 
will not be a workable proposition to appoint such Arbitration Tri-
bunals. In the first place, from the point of view of the availability 
of high ranking judicial officers who must at least be of the status 
of a District Judge, it is considered that such officers of the State 
Governments if asked to work for us would be pre-occupied with 
their regular duties and will not be able to find sufficient time to 
sit on arbitration tribunals and dispose of cases speedily. This is 
particularly so when it is realised that the arbitration tribunals have 
to be constituted in different places at frequent intervals. Looking 
to the variety and nature of cases we would be required to appoint 
more than one judicial officers of the status of a District and Sessions 
Judge and yet face the prospect of not keeping any of them fully 
employed. A whole time employment of an Officer or two on this 
type of work would therefore not be justified. . 

As the Ministry of Works, Housing and Supply deal with a grea-
ter number of disputes arising out of the C.P.W.D. contracts, the 
recommendation made by the Public Accounts Committee has been 
examined in consultation with that Ministry also. The Ministry of 
Works, Housing and Supply have stated that no change is considered 
necessary and desirable in the existing procedure. 

The system of uJoint Arbitration" tried by this Ministry for 
settling three ~ar-time cases not only proved to be very expensive 
but was also found to be very cumbersome and two cases dragged on 
for about two years. It is, therefore, feared that the system of arbi-
tration by tribunals may also like-wise prove not only costly but 
prolonged and may not achieve the desired results. In the circum-
stances explained above, it is the considered opinion of Government 
that it will not be expedient, at the present juncture, to appoint Arbi. 
tration Tribunals. 

Norz.---Su P.A.C. 1947"48 (pott-partition)-R-6(2). 

R~sentative8 of the Ministries appearing before Public Accounts 
Committee should po.ses. corre~ and relevant injormation. 

R 106. The Committee regret to note from the comments furnished 
by the Ministry of Defence that correct information in regard to the 
value of surplus material to be disposed of in t~is case had not been 
furnished to their predecessors when they examined this case. While 



NINETEENTH REPORT 1955"56 299 

the Committee have no further comments to make on this case, they 
consider it necessary to point out that the representatives of the Minis-
tries concerned .should, see that they are properly briefed and are in 
pp~session of all the factual and relevant information when they· ap-
pearen. before the Committee. 

The Public Accounts Committee 195758, (Sixth Report, 1957-58, 
Volume II, page 67) were informed that the recommendation had been 
noted by the Ministries . 

• 

20-5 OemptiA. 0./58. 



TWENTIETH REPORT OF THE CENTRAL PUBLIC 
ACCOUNTS COMMITTEE, 1955-56 (DELHI ROAD 

TRANSPOR T AUTHORITY BUS SECTION) 
Paymetlt of Compensation for a.cquifttion oj motor vehicles by 

D.R.T.A. 
R3. (on page ii) The Committee, observe that certain clauses 

in the Agreement entered into by the Government of India with the 
Gwalior and Northern India Transport Company Ltd., on the 23rd 
April, 1948 to acquire its business, were weighted against Govern-
ment. According to the White Paper laid before both the Houses 
of Central Legislature on the 20th January, 1946, in the matter of 
evaluation of. vehicles and other assets of a Company taken over 
by Government, the decision whether the vehicles were worth 
taking over rested with the purchaser viz., Government. Under the 
U.K. Transport Act (1947), if it is established that the physical con-
dition of a vehicle on the date of transfer is materially bettq or 
worse than the normal physical condition at that date of a vehicle 
of the same type and age, a sum fairly representing the difference 
will be added to or subtracted from the depreciated value of the 
vehicle. The agreement concluded with - the G.N.I.T. did not con-
tain any provision vesting the right in the purchaser to decide 
whether a vehicle was worth taking over or not, as laid down in 
the White Paper. Further, a limit of Rs. 500 was imposed on the 
amount to be deducted from the depreciated value of a vehicle, 
taking into account the physical condition of the vehicle (No such 
limit has been set in the U.K. Act). These two vital 8eviations cir-
cumscribing the right of Government culminated in the Govern-
ment having had to take over vehicles some of which were not road-
worthy and some others at higher prices than their physical con-
dition warranted. Further, the Board of Valuers set about their 
task in a rather perfunctory manner deviating from the provisions 
of the Agreement to the prejudice of Government as commented 
upon in Chapter I of the Report. 

R7. In terms of clause 11 (a) of the Agreement entered into bet-
ween the Company and Government, the vehicles transferred to Gov-
ernment were valued on the basis of the cost of replacing a vehicle 
by a new one of a similar type on the date of transfer reduced by 
an amount equivalent to the depreciation for each completed rear 
or years elapsing between the date of registration of the vehicles 
and the date of transfer. Thus, in terms of these provisions, no 
depreciation was taken into account for the period which happened 
to fall short of a complete year. Out of the 210 vehicles taken over 
from the G.N.I.T. Co., 62 vehicles were registered within a period 
of less than one year prior to the date of taking over. The amount 
thus not taken into account has been worked out to be more than 
Rs. 2 lakhs by Audit. 

R8. The subJeommittee were given to understand that this for-
mula was adopted on the lines of a similar provision in the United 
"Kingdom Transport Act, 1947. In reply to a question why the 
·provisions in the U.K. Act in this regard had been adopted in 
preference to the formula followed by the Madras Gove~t in 
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nationalising motor transport in that State. viz., payment of com-
pensation on the basis of original cost leu depreciation, the sub--
Committee could not get a convincing answer. They find it difficult 
to see any apparent justification for such a weightage inasmuch as 
motor vehicles do get depreciated in value when onCe they were 
put on the road even for days, not to s~ak of months, the more 
so in the case of public utility vehicles. Even the provisions of the 
U.K. Act, the sub-Committee observed, had not been followed in 
their entirety in this case, as would be seen from succeeding para-
graph. . 

R9. As for Clause 11(a) (ii) of the Agreement, the sub-Committee 
were informed that this .clause also followed the provision in the 
United Kingdom Transport Act, 1947, and the limit of Rs. 500 per 
vehicle on either side was introduced in the Agreement as it was 
deemed to be more favourable to Government. The sub-Committee 
observe that the United Kingdom Transport Act, 1947 did not impose 
any limit in this regard. As the amount was to be determined with 
reference to the condition of the vehicle, obviously each case had to 
be decided on its merits. In the opinion of the sub-Committee. by in-
cluding these twCl Clauses in Agreement, Government unduly fettered 
both their right and discretion in this deal. The result was that de-
ductions upto orily Rs. 500 could be made even in respect of some of 
the vehicles which according to the Valuers were not roadworthy. This 
was a vital deviation from the U.K. Act and in the sub-Committee's 
opinion, favoured the vendor. The sub-Committee are, therefore, 
amazed at the plea that this provision was deemed to be more 
favourable to Government. 

The Ministry of Transport (Fifth Report, 1957-58, pages 65-69) 
observed as follows:--

Considering the matter in retrospect, one can see that it would 
have been favourable to Governnnent if provision had been made in 
the Agreement with the G.N.I.T. Company for (i) not taking over 
such vehicles as were not road-worthy, (ii) allowing depreciation even 
jar incomplete years, aml (iii) allowing deduction of any amount 
which fairly represented the difference between the actual phllsical 
condition of the vehicles and the normal condition on the date of 
transfer without putting a limit of RB. 500 /- on such deduction for 
each vehicle. No reCGrd8 are, however, available to indicate why 
these provisions were not made in the Agreement. 

In examining the agreement, it is necessary to keep in mind that 
after the change of administration in 1947, t.h.e acquisition of the assets 
of G.N.1.T. Companll was the 'lirst case of nationaliaation at a time 
when even the principles /01' the payment -of compen.ation for ac-
quired property had not been sett.l.ed by the Constituent Assembly. 
There/OTe this had to be a case of gettjng the best term. b1/ 1I.egotia 
tion and with the consent of· the seUer. 

The G.N.I.T. had been assured by the Provincial Transport AutM 
"';ty in 1940 of a monopoly of operation until 1953. In October. 1946, 
the Interim Govemment decided to end this monopoly in response to 
pubUe demaml voiced in the Press and in the Legi,ttlature. but the 
Goot'mmtmt had no statutm'y power for compulsorily acquiring the 
CQmpany~. buline'B. The Company was fully aware of this position 
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and agreed to hand over its business to Government only on condition 
that its assets were taken over completely on payment of full com-
pensation jor the assets and good-will in the light of the principles 
laid down in the U.K. Transport Act, 1947. 

When the matter was placed before the Standing Finance Com-
mittee, it was expected that the payment ,oj compensation for the 1088 
of business will be as much a8 the average annual profit for 3 to 4 
years. After negotiation, however, the amount of compensation for 
loss of business paid to the Company was lonly one and a' hatf tames 
the average net annual profit. Thus it wilt be seen that while in the 
made, a substantial reduction was secured in the compensation pa.id 
made, a substantial reduction was secured in the compensation pald 
for loss 'of business. 

Negotiations with the G.N.I.T. Company were conducted by the 
then Secretary, Ministry of Transport, in association with Senior 
Officers of the Ministries of Finance and Law and the orders of the 
Transport Member or Minister were taken at appropriate stages. 

Non-maintenance of valuation records and appointment of Honorary 
Valuers. 

R17. No record of the technical examination of the vehicles con-
ducted by the two technical members of the Board of Valuers had 
been maintained at all. In extenuation, it was urged that at that time, 
the technical experts had not thought it necessary to keep notes about 
each of these vehicles. The two experts. worked in an honorary capa-
city and inspected the vehicles in the evenings from 6 p.m. to 11:.:30 
p.m. (about 15 minutes for each vehicle) and the inspection lasted, for 
about two weeks. In the absence of any such records, no scrutiny of 
the recommendation of the Valures could be made. by. Government. 
In such cases of valuation of assets to be acquired by Government, the 
appointment of persons in honorary capacity should be discouraged. 

Copy of Government of IDdia, Ministry of Home Mairs Otllee 
Memorandum No. 9/1/51-Est. (8) dated. 10th May, 1957. 
SUBJECT.-Honorary Workers-Employment on valuation of assets 

acquired by Government. 
Attention is invited in this connection to sub-para (iii) of para 2 

of this Ministry's Office Memorandum No. 25/2/50-Ests.; dated 20th 
June, 1951 reproduced below :-

"Services of an honorary worker should be utilised only in an ad-
visory capacity. The work to be entrusted to him should not 
be such as would involve exercise of executive, administra-
tive or judicial powers as the holder of a civil post or exer-
cise of authority in the name, or on behalf, of Government." 

It is realised that arrangements for the valuation of assets of 
private bodies etc., to be acquired by Government will have to be de-
cided on the merits of each case, after taking into account the avail-

.ability of personnel competent to make the assessment and their sta-
tus and willingness to accept paid employment under Government for 
the limited purpose. At the same time. it is considered advisable 
that in making such arrangements due wei,ht should be given to the 
observations of the Public Accounts CommIttee which are in accord-
anCe with the principle stated above. 
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-While the position in the matter of valuation of assets is as stated 
above, since honorary workers are appointed only in an advisory capa-
city, it is incumbent on Government to scrutinise and test-check the 
recommendations of honora1:Y workers before accepting them, as also 
h'ensul'e that the work entrusted to'honorary experts was performed 
by them in as satisfactory a manner as was possible in the circum-
~tances . 

. t .. , 

Maintenance of record of all the bids in auction. 
R~. The sub-Committee agree with the Ministry of Finance that 

it is in consonance with the established commercial principles that 
record of all the bids in an auction should invariably be kept. The 
sub-Committee desire that the Ministry of Finance should issue neces-
sary instructions in this behalf to all the Ministries concerned for 
future guidance. 

,The Miniatry of Finance (Transport) (Fifth Report, 1957-58, page 
721 had obseroed as follows :-

Instructions based on the procedure followed by the Directorate 
Gerteral of Supplies and Disposals have been issued by the Depart. 
ment of Transport to tne D.R.r.A.jor conducting auctions. Copy oJ 
the instructions is enclosed. (Anrtexure I). 
_~NNEXUREI TO -PU8~IC, ACCOVNT,.COI.WMrITEE~S FIFTH 

" REl'ORT, ',19.57-58 
'; -Copy of Govermo~t 01. 1Ddia,; MlBistry of Transport &lid Com· 

II\UDJealloDs (Trana)M)rt WIq) letter No, 31 .. TAG(48)/S7, datecl 
1~1~58 _ _. 
'. ," SU8JEcT.~Procedure 'for holding auctions 
. . In exercise of the powers conferred by Section 39 of Delhi Road 
Transport Authority Act, 1950, the Central Government hereby di-
rects that Authority shall adopt the following procedure in auctioning 
its stores. 
A UCTIONING PROCEDURE: 

(i) Stores earmarked for auction should be inspected by a respon-
sible and suitably qualified person or persons who should record a 
certificate that the stores are no longer required by the Authority 
and should be auctioned. It should be open to such person or per-
sons to recgmmend the removal of any serviceable items from a motor 
vehicle. etc., before certifying that the vehicle should be auctioned. 
All spare parts etc., so removed should be fully accounted for and 
proper records should be maintained in respect of them. When a 
vehicle is cannibalised, its serviceable and unserviceable parts should 
be segregated and listed in the presence of both the Technical and 
Accounts Officers concerned, properly authenticated and taken to the 
stock accoun t. 

(H) A reserve price or guiding price should be fixed by a respon-
sible and suitably qualified person or persons, duly authorised in this 
behalf by the Authority. before any stores are put to auction. Guiding 
price should be fixed at 20 per cent. of the wholesale price assessed 
after inspection of the stores. Where it is not possible to assess the 
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value of the stores, the guiding price should be fixed. at 20 per cent. 
of the .book yalue. :rhe Ins~cting Officers should keep in view the 
followmg pOlnts while assessmg the value of stores :-

1. Condition, utility and serviceability verified after actual ins-
pection. 

2. Whether the stores command a local limited or very wide 
market. 

3. Price obtained at previous sales. 
4. Prevailing market prices of commodity where the same can be-

ascertained.. 
5. Location. 
(iii) Auction should be conducted by an approved Auctioneer. A 

propel' agreement should be concluded with the Auctioneer, setting 
forth in unambiguous terms the responsibilities and liabilities of the 
Auctioneer, including the conditions of sale in auctions. A form of 
the auctioning agreement, which is concluded by the Director-Gene-
raI of Supplies & Disposals with an approved Auctioneer for collduct-
ing Government auctions, is forwarded herewith for the guidance C>f 
the Authority. 

(iv) The auction should be properly advertised sufficient in ad-
vance of the date of the auction. Im~t items of &toreI OIl ~e 
auctioning list should also be mentioned In the advertisement. 

(V) Duly authorised oftlcen of the Authority should be ~t 
at the site of the auction and tbey Ihould superviae the auction. Sub-
ject to the realisation of the reserve price when t~ Slme have been 
fixed, all sales should be made to the ~est bidder. In cases where 
guiding priCes only have been fixed, the Supervising Officer win be 
competent to take a tinal decision in regard to the acceptance of any 
bid. 

(vi) The highest bids should be recor:ded. 



TWENTY-FIRST REPORT OF THE CENTRAL PUBLIC 
ACCOUNTS COMMIITEE, 1956-57 ON THE EXCESSES 
OVER VOTED GRANTS AND CHARGED APPROPRIA-

TIONS INCLUDED IN THE APPROPRIATION 
ACCOUNTS CIVIL 1952-53 

Preparation of Advance Appropriation Accounts relating to e1Xe.~. 
and presentation of Report of Pttblic Accounts Committee. 

R-7. The excesses relating to a year are brought to notice at 
present by the Comptroller and Auditor General, through the Au-
ciit· Report on the Appropriation Accounts relating to that year and 
the interval between the detection of the excesses SGOn after the 
accounts of that year are closed and the presentation ot the Audit 
Report in question is fairly long. To obviate this element of delay 
and to facilitate the Committee to coIUlider the excesses as quickly 
as possible, the Comptroller and Auditor General suggested. that. 
he would arrange to present advance Appropriation Accounts relat-
ing to the excesses exclUSively. The Committee welcome this sUi-
gestion. They understand that such advance Reports will be only 
a temporary expedient till the work of the preparation of Appro-
priation Accounts relatiDC to previous years becomes current. 

ft.&. The Committee, therefore, recommend that as lOOn as elt-
ceues ill accounts relatinC to a year which had _jult dOled came to 
notice, the Comptroller aftd Auditor GeIleral will. in advance of his 
main Report on the Appropriation Accounts, report these excesses 
to Parliament in the prescribed manner. The Committee \Vill pro-
ceed to examine with NfeNnce to the facta of each caee the cir-
cumataDees 1eadinc to the excess and pre.ent 8 separate report to 
Parliament makinc their recommendatiolll on these exc8ISN. There-
after, Government will proceed to take neceuary action to have the 
excesses regularised by Parliament in the same or the following 
sesaion. 

Explanations for excesses to be furnished by the Miniltries within 
four week •. 

R-9. The Committee trust that the Ministries of the Government 
on their part would furnish to the Lok Sabha Secretariat after 
scrutiny by Audit in the shortest time possible, but at any rate not 
exceeding four weeks from the presentation of the Report of the 
Comptroller and Auditor General on these excesses, the reasons 
or the circumstances that led to the excesses under each grant 
Qr appropriation for being placed before the Committee. 

Elimination of inter-gooemffl4!ntal and inter-departmental adjust-
ment •• 

R-13. It was explained to the Committee by the Comptroller 
and Auditor General that the present structure of the accounting 
machinery is such that it is not always possible to place at the dis-
poUl of the Government an uptodate picture of what the dilbulW-
ments have been. There is now a move towards a system whltre 
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fhe procedure of raising debits and credits in respect of ill~r 
governmental or inter-departmental transactions will progressively: ~e 
eliminated and replaced by cheque payments. Acconuts Officers WIll 
under this changed system refuse to honour any demand beyond 
what has already been granted. 

Control over provision made jor payments to State Governments for 
agency junctions I ' 

R-16. Provision under this Grant No. 39 represented paym,ents 
to State Governments on account of administration of Petroleum 
and Explosives Act and the Indian Arms Act. These Acts are ado. 
rpiniater.ed qy the State Governments on behalf of the Union Gev:. 
ernment and fees realised by the State Govermnents under these 
Acts are credited to the Central revenues. But an amount equi-
valent to the fees realised is paid to the State Governments :as 
charges for administering the Acts. It was urged by Government-
that as the payment to the State Governments is on the basis of 
act.ual receipts during a year, there is always a difference bet~n 
the actual payments and the estimates (which are based on past 
trends) resulting either in a saving or in an excess. The Commi.~e 
understand that with a view to avoid such a, situation iri futUre; 
Government proposed to' limit the ~paymeri.ts to' the State Govt,trt..: 
ments to the provision made in the revised estimates leaving the 
-excess, if, any, to be . paid in the following year. This procedure 
wOllld prevent excesses over amounts voted by Parliament. The 
<:,ommittee regard this procedure as satisfactory: '.~:! , 

'1 
copy 'of letter No. F. 1 (48)-B/56 clatal the 16th. Septenbler 

1958., from Govei'lllnent of india, Mihlstry of Plaaace (Department 
et EeonomicAtlaln) to the FlDanee Seeretarlel 'of 'all 'State Ow-
~fDts (exeept Jammu. Kuhmlr). 

SUBJECT.·-Adjustment of certain fees etc., collected by the State 
, Governments on behalf of the Central Government 

I am directed to state that the procedure regarding the adjust-
ment of fees etc .. .leviable under the India Explosive Act, the Petro-leum Act, the Carbide of Calcium Rules, the Cinematograph Film 
Rules and the Indian Arms Act has been reviewed by the Govern-
ment of India in consultation with the Comptroller & Auditor General 
of India. 

2. At present the State Governments collect these fees on be-
half of the Central Government on an agency basis. The collections 
are in actual practice retained by the State Governments and are 
treated as payments to State Government for administration of the 
Act, and the Rules. In the accounts of the Central Government 
cr~its equal to the net collection are given to the appropriate re-
venue head in April and October every, year . with a simultaneous 
entry shOWing payments to the State Government except in respect 
of the fees realised under the Indian Arms Act in territories con-
stituting . the former Part A States which are not reflected in· the-
centr-al budget and accounts. 



··3. The Government of India are advised that, as the receiptSl 
relate to the subjects included in the Union List in the Seventh 
Schedule to the Constitution of India, the present arrangement· 
whereby the receipts collected under the Acts and the Rules 
mentioned above are retained and credited by the State Govern-: 
ments to their Consolidated Funds is not constitutionally proper and 
should be discontinued. The receipts should accordingly be credit:ed 
ab-initio to the Consolidated Fund of the Government of India.. 
Equivalent amounts would of course be paid separately to the State 
Governments as .the cost of administration of the agency subject 
und.er Art. 258(3) of the Constitution. It has accordingly been de-
cided, in consultation with the Comptroller & Auditor General' of 
India that, with effect from 1-4-1959, the following procedure sh041d' 
be f~Ilowed in regard to the receipts arising out of the administral.' 
tion Of the above mentioned Acts and Rules and the connected 
paym~nts to the State Govemments. . . :: 

4. (i) Instructions may kindly be issued by the State Govern-
ments to the district and other authorities concerned with the ad-
ministration of the Acts and .Rules in question that fees. fines etc., 
realised under the said Acts and Rules should be credited to the 
appropriate receipt head of account of the Central Government and 
the, fact that .. these are central receipts should be clearly indicated 
dn", the 'chalans'. 'For facility of reference.' the' major and' mlM>r 
heads of accounts in the accounts of the Central Government to 
which these receipts. are cr~itable are indicated in the 'Ann.ex.qJ:e'. 
Refundsrif- any, of the· fees etc .. should also ·be debited to Centra~ 
Government and classified under the minor head 'Deduct Refunds' 
under the relevant major head of account.·· 

: '''\(ii) As the receipts will be' credited ab-initio to the accOl1nt ,,'of 
the Central Government, it is proposed to pay the net collections 
to the State Governments quarterly in June, September, December 
~¥~.Mar~h. 4;!very year .. The ~~yment in each ~f the month~ rtt~n­
tll~J1ed WIll be of the net recelpts (after deductmg refunds 1f 4n,yr 
during the preceeding three months. Thus, the net collections during 
the months of March, April and May each year will be paid in. lhe 
month of June as soon as the accounts {or tHe month of May.are 
dosed by Accountant General. For this purpose statements of 'net 
receipts should be sent by the district and other authorities as at 
pr~nt to the Accountant General with the. change that as the pa~.,. 
ments will now be made quarterly, these statements should reach 
the Accountant General by the 15th of the month following the last 
month of the quarter to which they relate. On receipt of the state-
ments and after verification of the credits in the Central Govern-
mentaccounts, the Accountant General will arrange to credit. the 
State Government through the Central Accounts Section of the 
Reserve Bank of India. .. . 

~. . j. 

'(iii) As payments during any financial year have to be restrict-
ed ·to the sanctioned grant available for the purpose and payments 
in excess would be unconstitutional, payments for the last quartet 
due in March will be for such amounts as, together with the first 
three quarterly payments will be equal to the Revised EstimateS 



for the year, the shortfall, if any, being made good in themontb of. 
JUJle following. Thus, payment in the month of June each year 
will be inclusive of the aITears, if any, relating to the preoeCiing 
financial year, payments in September and December would be of 
the 'actual 'net' collection during the respective quarter and the pay-
ment in March would be for the receipts during the quarter ending 
February subject to the condition that total payment during the 
financial year does not exceed the Revised Estimates. 

5. As the revision of the existing arrangement has been neceui-
_ted by the constitutional requirements, the Government of India 
trust that the State Governments will agree to the revised procedure 
indicated above and issue suitable instructions to the authorities 
concerned with the administration of the agency subjects in ques-
tion. The Government of India will appreciate if the conCUITence of' 
the State Government to the revised procedure and the action taken 
by them to implement the same is communicated at an early date. 

ANNEXlJlU: 

NalulT of the receipts Cl .. iJication 

JIceI and nnco. under the Indian EzpllJlive XXXVI-.NixcllanC'OU. Dt-partmeAla M.ia-
Act ceUaneoUI «('.entral). 

~ and finf't undff Petroleum Act- XI.VI-~II __ 
Carbidr. Ol' Cal- Mitcellaneo .. (Cr.alnll). 
cium Rulea 
Cinematograflh 
Film Rutn 

-J'eea aad fine. under thf' Indian Ann. XXtII-Police-llecdpta under thr. Arms. 
.Act. Act, (Central) . 

.NoTa.-In the treaaury agcounta thele ."..ipla mould be Mown .. 'uradaaifiec:l' recaipta. 
-tier the nut,ior head 0/' account conc-:rned and shown as IUch in the lleccipta SdledUle' 
_twith thr. Cash Accounts. The receiPtJ should br. cluaifito!d under thr. minor head Cl8Dct'r-
lied by thr. Accountant Generalao that on receipt or the quarterly at&lement fmm the di .. 
snit authorities etc., the AccountAn.t General i. in a position to verify the receipti. 

NOTE:--See P.A.C. 19:15-:lG, R. 10 (item 3) (Epitome Volume I). 

R-e-approp1'iatioyt which leads to evasion of Pa-rliamentary CO'Atn>1 
. should be avoided. 

R-19. Another feature in this case on which the Committee feel 
concerned is th~ intention of th~ Ministry to utilise the provision 
of Rs. 21 lakhs 10 the voted sectIon for other purposes, by reappro-
priation. They think it right to call attention to the fact that a 
large amount has been sought to be diverted by the Ministry to 
other purposes. And if this practice extends expenditure not spe-
cially provided for in the Estimates presented to Parliament can be 
incurred without check. The Committee feel that it is an irnpor-
WIt ciuty of the Ministry of Finance in the field of financial con-
trol to ensure that no re-appropriation is resorted to which either 
tends to vitiate or anticipate the approval of Parliament. 
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Provision has been made by the Ministry of Finance in the Book 
of rinancial Power as follows :- . 

·8. (d) Funds may not be appropriated or re-appropriated to meet 
expenditure on a new service not contemplated in the budg.etas. 
votecl by the Legislative Assembly. 

NOft:-Set> P. A. C. 19(11-22, R·21 (EpitC)D1e voJ. I 



T'VENTY-SECO~'D REPORT OF THE CENTRAL PUBLIC 
ACCOUNTS COMMITTEE 1956-57 ON THE APPROPRIA· 

TION ACCOUNTS (POSTS AND TELEGRAPHS) 1953-·, 
54 AND AUDIT REPORT, 1955 AND AUDIT REPORT 

1956 (P. & T.) PART I 
Reluctance to take decisions and assume responsibility. 

R-1S. The Committee feel that this case typifies the reluctance 
on the part of the Officers to take decisions and assume responsi-
bility where it belongs to them. The Committee would like Gov-
ernment to impress upon all their subordinate Officers the desir-
.ability of duly exercising the powers vested in them and take 
serious notice of cases where responsibility is shirked by Senior 
Officers. 
APPENDIX V OF PUBLIC ACCOUNTS COMMIfi'EE~S FIRST 
REPORT, 1957-58, COpy OF DIRECTOR GENERAL POSTS AND 

TELEGRAPHS MEMO NO. 4/29/57-0. & M. DATED 9-5-1957 
(To All Heads of Circles and Administrative Offices) 

SUBJEcT.-Reluctance to make decisions and assume responsibility. 
A case has been brought to the notice of the Public Accounts 

Committee in which appropriate and timely action was not takp.n 
against an extra-departmental Branch Postmaster who reported two 
successive cases of thefts of Post Office cash, although the Senior 
Superintendent of Post Offices, as a result of departmental enquiries, 
considered that the retention of the extra-ciepartmental Branch 
Postmaster in service after these incidents was full of risk to the 
Department. The result was that the indecision gave further 
.opportunity to the same Branch Post master to commit further 
misappropriations of Government money. 

2. The Public Accounts Committee have taken a very serious 
view of this case. They feel that this typifies reluctance on the part 
of officers to make decisions and to assume ..responsibility for such 
decisions. When _powers-financial or administrative-are delegated 
to subordinate officers, it is the duty of the latter to see that the de-
legated powers are actually exercised by them. Every officer should, 
therefore. thoroughly acquaint himself with the powers that are 
delegated to him. He should also ensure that there is no occasion 
to make reference to higher authorities in cases which are 
-entirely within his competence. In cases having important implica-
tions, however, the higher officers should be kept informed of what 
is happening. But this does not mean that their orders should be 
awaited. Cases in which officers, especially Senior Officers, shirk 
their responsibility will be viewed seriously. . 

3. Officers at all levels should see that decisions are taken as 
-quickly as possible without prevarication or postponement. 

4. Serious notice will be taken of cases which display unwilling-
ness of officers to assume responsibility or to arrive at quick deci-
sions. 
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Bxtract . from D. O. No. 9/15/57-0. & M. Dated 31-3-1958 From 
the Director O. & M. Division ro All Ministries. 

The O. & M. Division has been repeatedly stressing the need 
for every officer to refrain from submitting cases to higher levels 
or making unnecessary references to other offices/sections. 

2. You will agree that it is not enough that unnecessary verti-
cal and horizontal references are eliminated in the Departments of 
the Government of India only. It is equally necessary that effective 
steps are taken to prevent references from subordinate organisations 
to higher formations when the heads of such organisations are fully 
competent to dispose of the matters under their own powers. This 
tendency can be cured to a large extent if instead of accepting or 
dealing with such needless or responsibility-shirking references, the 
receiving Department returns them to the referring authority with 
a suitable admonition. I suggest, therefore, that you might, with 
the approval of your Secretary, issue instructions accordingly. 

Procedure for collection of dues by the P. & T. Department on behalf 
of other Departments. 

R-32. The Committee would suggest that the Posts and Telegraphs 
Department should in consultation with the Government Depart-
ments or bodies on whose behalf they collect payment, evolve 
a procedure by which the P. & T. Department could get at regular 
intervals, a report of cases of non-receipt of payments into the Post 
Offices to enable that Department to investigate into those cases. 

Copy of letter No. 48/141/57-CXI dated the 1.2.1958 from the 
Government of India, MiDJstry of Finance (Department of Revenue),. 
New Delhi to the Collector of Central Excise, Allahabad etc. etc., 

• • • • 
2. The suggestion of the Public Accounts Committee has been 

con..<;idered in this Ministry and in so far as the payment ot Central 
Excise duty and other dues by Special Revenue Money Order is 
concerned, it has been decided that a statement of cases of non-
:payment of money orders, if anv, should be sent by the Chief Ac-
counts Officer in the Central EXC'Lse Collectorates to the Superinten-
d~nt of Post Offices ooncerned with the office of issue. The state-
ment should be sent quarterly and should have the fonowing 
particulars. ' 

(i) Date of issue of money order and number of the receipt given 
to the remitter. 

(ii) Post Office of issue. 
, (iii) Name of the remitter. 

(iv) A mount and purpose for which sent. 

3. Att~ntion in this connection is invited to para 303 (c) (d) 
and (e) of the Tobacco Excise Ma.nual according to which it wou.lcL 
be possible for the Chief Accounts 0jJice1' who receives information 
l'egarding remittance of duty by means of Special MOTley order from 
two BOurces,-the Treasury Officer and the Assessing Officer-to send 
such a report as desired by the Posts and Telegraphs Department. 
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Para 9 (ii) of Audit Report (Post, and Telegraphs) 1956 
Embezzlement of the sale proceeds of Postal certificates. 

R41. A sum of Rs. 11 ,900 being the sale P!oceeds of Postal 
certificates sold during the period 31st July, 1951 to 9th April. 1952 
at two sub-post offices had not been accounted for in the Postal 
Accounts, although the sale of certificates was correctly recorded 
in the stock registers of certificates, maintained at the two sub-
.offices. 

R42. While explaining the procedure followed in the suD-post 
office in dealing with such transactions, the representative of the 
Director-General, Posts and Telegraphs informed the Committee 
that in this case the fraud was rendered possible because the clerk, 
who was also functioning as the Post Master, did the entire work 
in respect of National Savings certificates himself and the other 

, person at the counter was attending to savings bank etc. 
R43. The Committee feel that without counter-checks, the sys-

tem in sub-offices is open to such risks and desire that steps be 
taken by the Posts and Telegraphs Department to devise a method 
by which recurrence of such frauds could be prevented. , 

R44. In this case a sub-postmaster misappropriated a sum of 
'Rs. 8,000 during the period of January, 1950 to December, 1951 .out 
of the sale proceeds of National Savings Certificates. 

R45. In evidence, the representative of the Director General 
Posts and Telegraphs stated that the fraud was facilitated in this 
case by a wrong numbering of the invoices in which the cash certi-
ficates were sent from the Head Office. When the Head Offiep. de-
tected this mistake and asked the Post Master to correct the invoice 
numbers, the Post Master only replied to say that neC!essary action 
was being taken. 

R47. The three cases commented upon in the preceding paragraphs 
clearly indicate that apart from procedural defects, there has obvi-
ously been lack of proper supervision and inspection on the part of 
the immediately higher authorU:es. The Committee, suggest that 
supervision over the handing of cash transactions in the Post Offi-
ces should be strengthened and the frequency of inspectiOns be 
increased. 
APPENDIX XI TO TJfE PUBLIC ACCOUNTS COMMITI'EE'S 

ELEVENTH REPORT, 1958-59 VOL. D 
Copy of Governmeat of india, Ministry of Transport and CODlDlU-

JlleaUou memo. No~ 3t-3/57/CI _ted Ute 23 ...... 
• • • 

2. In order to tighten up the checks and counterchecks further, 
it has been decided that aU Head Offiea should nwi1ttain for each of 
their sub-offices, a register of certificate. supplied to and ifBued frOm 
sub-offices with a view to keep a check on the numbers of certificates 
in stock. The inBpecti'l\g officeT' will be required to prepare, while ins-
pecting su.b-otlices, a lilt of U11.SOld cem;ticates lying in the office and to 
get it verified by the Head Otfice. NeceastJTfI instruetion.l are UndcT 
issue. This metJBUre will only lead to eartie?' detection and .eme· cu a 
deten-ent, but will not be a positive J1II'Oof against occun-ence of ftch 
jrauds. 
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Para 11 of the Audit Report (Posts and Telegraphs) 1956 

P1"Oeedure for handling CCJ$h and postage_stamps etc. m the Head aM 
Branch Post OffiCes. 

R52. • • • • • As regards the modus operandi of the fraud in this 
·case, it was stated that this was committed by the Treasurer in the 
Head Post Office by inflating the figures of postage stamps in stock to 
cover up the shortage of cash which was not detected in spite of 
inspection .having been carried out from time to time. 

R54. The Committee would also like the Posts and Telegraphs 
.Department to examine the existing procedure for handling of cash 
.and postage stamps etc. in the Head and Branch Posts Offices and 
tighten the checks and counter-checks to be exercised by the local 
officers and tne inspecting staff. A note stating the action taken, in 
this respect may be forwarded to the Committee, in due course. 

ANNEXURE TO APPENDIX XDI TO THE PUBLIC ACCOUNTS 
COMMITl'EE'S BLEVENTR REPORT 1958-59, VOL. n 

Copy of letter No. 29-1/51-CI dated the nth February 1958. from 
the Director General, Posts and Tel~hs, to all Heads of Circles. 

There have been instances of misappropriation of Government 
moaey by the postal ojJicia.18 of the tTeasu.ry brandhes, by showing 
inflated stamp balances. In order to check the recurrence of such 
.trav.ds and to tighten the existing procedure of handling the cash 
and postage stamps. various proposals are under consideration Of 
the Directorate. Decision on all such p1loposals may talce time. In 
the meantime, it has been decided to make t.he following changes 
in the procedu,.e to be enforced as early as posBible. 

1. Under Note 3 of Tule 66 oj the Posta and TelegTaphl Fin4ncial 
Hcmd Book, Volume II, stamp registerl aTe at pTesent maint.ained 
in. offices where authorised aiamp balance 1.1 RI. 500. The stamp 
regVteTW mati now abo be mai"tained in ofJices where the authorised 
.6M'mp bala:nee i.t above RI. 200. 

2. It is proposed to introduce a separate column in the Sub-
Office Account and the Branch-Of1i,ce Account 10r the value of 
.stamps recei11ed. Till this is done the value oj stamps received daily 
by the sub and branch offices during the month to which the account 
relates should be noted in the 'RemaTks' column of the Sub-Of}ice Ac· 
.count or and Branch Office abstract. 

3. According io note belOU) rule 3O(a) of the Financi«l Hand 
Book, Volume II, in ofJices where a .separate Assi$tant trealUf"e'r.is 
BClndioned i-ndependant of the treasurer, he will be responBib1e for 
.sale, cutody etc., of stamps, saleAble publications etc. The AsaU· 
tant treasurn 'am allO b. uempted from 5n1l 0/ these duties &y 
tM lBt clew ~tmaster Or Superintendent. It has 'I'IiOW been decid-

.. ed that in ccue of lit CZars Head Otfeces having a. nu.mber of offi,criicls 
'workiftg in the trecuu1"Jl brancA, it should be so arranged that th.e 
cotfi.cial or officials, handling stamps do not ordiMriIy h4nd1e cuh. 



;TWENTY-THIRD REPORT OF THE CENTRAL PUBLlC 
ACCOUNTS COMMITTEE, 1956-57 ON THE 
APPROPRIATION ACCOUNTS (CIVIL) 1952-S:-l AND 

. AUDIT REPORT, 1954, PART II AND AUDIT REPORT 
(CIVIL) 1955 -PART I 

Entru.sting work relating to the P. A. C. to a Senior Officer in each 
Ministry. .-' 

Paragraph 5. (Introduction).-The Committee feel that a senior 
pfficer in each Ministry should be nominated to be responsible for 
f~irnishjng information called for by the Committee, taking appro-
priate action on other requests and for dealing witl) their recom-
mendations. 

The Ministries had noted the recommendation and implemented it. 

Keeping of contemporoneouB recoms of all important decisions or 
discussions in Government ofjices. 

R 29. The Cominittee were given to understand that the permis-
sion to the mill was granted without consulting the Finance Minis-
try and that there was no record available in the Ministry to 
confirm that permission was given. The permission was given to-
the mill by the Textile Commissioner orally on the telephone in July. 
1~50 which was later confirmed by the issue of orders in October ~ 
1950. They strongly deprecate the manner in which such a conces-
.sion involving as it did serious financial irnplicatioll$ wl-s agreed to 
all the phone orally and no records of the circumstances and the 
conditions governing the gtant of the concession were kept for subse-
quent reference. Had it been done, there might have been no 
occasion for an argument, such as had arisen. The Committee must 
record here that they had come across similar cases where absence 
of contemporaneous records had led to extravagance in expenditure 
or loss to Exchequer and created difficulties in the matter of fixing 
. responsibilities. They would, therefore, strongly urge that as a. 
rule proper records of all the important decisions and the discussions 
leading to them should invariably be kept. 

The Mini8tries had noted the recommendation. 

WOTking of Hospitality fu.nd organisation-fixing of reasonable ceiling 
rotes fOT entertainment •• 

R40. The Secretary, Ministry of External Affairs, stated that 
personal level entertainments had been allowed only for officers of 
the Ministries of External Mairs and of Commerce and Industry 

. as it was considered necessary for the Officers of these Ministries 
-alone to maintain personal contacts with foreign visitors. For 
-per~nal entertainments, a sum of Rs. 10,000 per year only was allot-
ted out of the Fund. Orders tightening up the procedure in regard 
to entertainments out of the Hospitality Fund had since been issued. 
Ceilings on expenditure on entertainments had been fixed and 
were being examined by Finance. 
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.. R41. At the instance of the Committee the Ministry furnished 
copies of orders issued. by Government. The Committee are glad to 
note the steps taken by Government for tightening up the expen-
diture incurred on entertainments. While the Committee recog-
nise the need for such entertainments, they consider that the 
ceiling rates fixed by the Ministry in some of the cases were t.oo 
liberal specially when those rates did not include the cost of drinks. 
They trust that the Ministry of Finance would scrutinise the rates 
carefully ~nd fix them reasonably. 
APPENDIX xm TO THE PUBLIC ACCOUNTS COMMlTl'EE'S 

SEVENTH REPORT, 1957-58, VOL. D 
MINISTRY OF EXTERNAL AFFAIRS 

Statement showing the revised eeWng rates for various types of 
entertainment arranged from the Hospitality Grant of the Govern-
ment of India. 
Revised Ce1llngs 
Dinner: Rs. 30 per head 
Lunch: Rs. 20 per head 
Evening pCirty: Rs. 10 per head 

2. The above ceilings include expenditure on cigarettes, cigars, 
hire of furniture, lighting, drinks, etc. and are to be taken as the 
maximum limit and the entertainment is to be done as economically 
as possible in the circumstances of the particular case. Expenditure 
on lighting should be only necessary for parties held on the lawns 
in summer. 

Normally functions are to be held at the Hyderabad House. 
The rates set out above have been approved by the Ministry of 

Finance and come into effect on 8th August, 1957. 
NOTE.-Tht. pr('vious (br.ision of th" Governml'nt not to scn't' liquor at official parties 

hlUSince been modified to tht' extent that light wines and aperitifs can be served but no 
slronger drink~. like spirits. 

Sale 'Or transfer of cars by the Heads of Missions. 
R 45. According to the note, the officer served at six different 

stations abroad and also returned to India twice during the four 
years in question, and it was, therefore, not possible for him to obtain 
prior permission of Government for the sale of the cars. The 
Ministry have added that it was "a time consuming process" to 
obtain authority from Government for individual transactions, as it 
resulted in dislocating their subsequent postings. To avoid this 
difficulty, Heads of Missions have been authorised in April, 1955 to 
sanction sale or transfer of cars in all such cases. 
Marking of cutleries and crockeries of Indian Missions with the Indian 

Crest 
R47. Instructions had since been issued that cutlery and croc-

kery belonging to Missions should, in future, be marked with the 
Indian crest. As regards the existing stock of articles which were 
not so marked, the Committee were assured that care was being 
taken to note the details of manufacture. etc., in the stock registers 
so that there was no possibility of their substitution. 
21-5 Compt. A. G./58 
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Communications of irregularities committed by an officer belonging to 
one MinistTY to another MinistTY where the ofJi.cer is proposed to be 

re-emplo'lled. 
R 54. The Committee felt that in the larger interest of Govern-

ment as a whole, one Ministry should communicate such irregulari-
ties on the part of an officer intended to be re-employed by another 
Ministry to other Ministry for their benefit. 
The Public Accounts Committee, 1957-58 (Seventh Report, 1957-58, Vo-
lume II, pages 34) were informed that the Ministries had noted the re-

commendation. 

Levy of Income-tax on perquisites viz.-rent free accommodation and 
value of the cost of water and electricity charges supplied free of 

charge to the Ministers 
R 67. In terms of Section 7 of the Income-tax Act~ 1922 as it 

stood prior to its amendment in 1955, perquisites of an employee 
chargeable for Income-tax included the provision of rent-free accom-
modation by the employer. The manner of determining the value 
of perquisites was not, however, actually defined in the Act, and 
in practice, was governed by the orders issued by the Government 
of India in 1928 and 1952 according to which, the value of the per-
quisite of free accommodation was to be computed at 10 per cent 
or 12k per cent. of the salary of the employee according as the accom-
modation was unfurnished or furnished. The Finance Act of 1955 
amended section 7 of the Income-tax Act. This amendment defin-
ed clearly the term 'perquisites'. It provided that the value of rent-
free accommodation or the value of any concession in the matter 
of rent respecting any accommodation provided to the assessee by 
his employer should be included in the assessment. This amend-
ment was intended to cover not merely the actual rental value of 
the rent-free accommodation but also any concessional recovery of 
rent. It has been pOinted out in the Audit Report that with t.he 
above amendment of Section 7 by the Finance Act, 1955, the old 
executive orders regarding computation of the value of rent-free 
accommodation ceased to be valid or applicable. Nevertheless, those 
orders are still being applied even in cases of Ministers and other 
high dignitaries of Government whose salaries and privileges are re-
gulated by Act of Parliament and who are, in terms thereof, provid-
ed with free furnished accommodation and water and electriCity 
free of cost. 

R68. Also there was another executive instruction in force prior 
to the amendment of 1955, to the effect that the perquisites for the 
purpose of assessment had to be received in the form of money or 
in a form capable of being converted into money by the recipients. 
Accordingly, passage, electricity, water, servants, etc., provided free 
by the employer were excluded for the purposes of assessment. By 
the amendment of 1955, 'the value of any benefit or amenity grant-
ed or provided to the assessee by the employer free of cost or at con-
cessional rate' and also 'any sum paid by the employer in respect of 
any obligation which, but for such payment, would have been pay-
able by the assessee' shall be included in the assessment for income-
tax. In spite of the amendment of the law, the value of free water, 
electricity,· etc., provided to"the Ministers and dignitaries are excluded 



TWENTY-TlIlRD REPORT 1956-57 317 

frow the computation of assessable income in accordance with the 
executive orders. The continued application of the old orders was re-
sulting on the one hand in loss of revenue to the State and on the 
other, in giving extra legal benefit to a class of assessees. 

R 69. In this evideLce before the Committee, the Chainnan, 
Central Board of Revenue explained that the necessity for the 
amendment of 1955 arose on account of the legal opinion given in 
1938 that the specific mention of rent-free accommodation as a per-
quisite in the Act excluded taxation on other perquisites such as 
passage, etc., which were not convertible into money. The main 
object of the amendment of 1955 was to bring such concessions also 
within the SCOPe of taxable income. It was further explained that 
as stated by the Finance Minister in the Lok Sabha when the Act was 
being amended, it was not the intention of Government to change 
the existing basis of evaluating the rent-free accommodation provid-
ed the rent paid therefor by the employer was reasonable. Accord-
ing to Government. it was the value of rent-free accommodation to 
the employee which was reckoned for purposes of assessment and 
this was determined at a reasonable percentage of his emoluments. 
Wht're, however, the disparity between the rent paid by the employer 
and the evaluation of the house as determined at the prescribed 
percentage of the salary of the employee was unduly great, the excess 
was liable to tax. With reference to the observation that by con-
tinuing the old executive orders, Government were giving extra 
legal benefits to a class of assessees, the Chairman, Central Board of 
Revenue invited the attention of the Committee to section 59(1) of 
the Income-tax Act which permitted the Central Board of Revenue 
to make rules prescribing the methods by which an estimate Cif 
income. profits and gains liable to tax may be made where such in-
comes, etc., could not be definitely ascertained or could be ascertained 
only with some amount of trouble and expense to the assessees. The 
executive instructions issued by the Government were in pursuance 
of these provisions of the Act and as such, no extra legal benefits 
were involved in their continued application. 

R 70. The Com~ittee find it difficult to endorse the view taken by 
Government. In their opinion section 7 as it stands after amend-
ment could not admit of the interpretation now sought to be placed 
thereon by Government whatever their intentions might have been 
at the time of amending the Act. They doubt whether the expres-
sion 'value of rent-free accommodation' used in the Act could be 
stretched to mean the value of the accommodation to th~ employee 
and as such was relatable to the emoluments of the employee. In 
view of the difference of opinion that had arisen between the Com-
ptroller and Auditor-General and the Government, the Committee 
feel that the opinion of the Attorney-General should have been 
sought in the matter as soon as it arose. 

R 71. In regard to the exclusion of the value of the cost of water 
and electricity provided free of charge to Ministers and other dig-
nitaries for the purpose of income-tax, the Chairman, Central Board 
of Revenue stated that the Salaries and Allowances of Ministers 
Act, 1952 provided that 'no charge shall fall on the Minister per-
sonally in respect of th,e maintenance of such a residence' which, as 
advised by the Law Ministry, included also a charge under the 
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Income-tax Act. During the course of the examination, the Com-
mittee learnt that it was the view of the Board that the charges for 
water and electricity in respect of the Ministers' residences, which 
were payable by Government to separate authorities like the Muni-
cipality and State Electricity Authority, should be regarded as addi-
tional emoluments of the persons and be taxed as such; but the 
legal advice was otherwise. The Committee think that this is a fit 
case for reference to the Attomey-General for opinion. The Com-
mittee would also like to add that it would be a good practice in 
future to refer all similar cases, where the beneficiaries are mem-
bers of the Government, to the Attomey-General for his opinion. (See 
also P.A.C. Seventh Report, 1957-58, R 112-116.) 
APPENDIX XX TO THE PUBLIC ACCOUNTS COMMITl'EE'S 

SEVENTH REPORT, 1957-58 (VOLUME D) 
OPINION 

The use of furnished residence without payment of rent is clearly 
a perquisite within the meaning of section 7(1) of the Income-tax 
Act. This is made clear by Explanation I(i) to the sub-section. The 
very language of section 7(1) read with Explanation 1(\) makes the 
value of rent-free accommodation a perquisite and therefore a part 
of the income of the assessee taxable under the head "salaries". 

2. Section 60 enables the Central GoverIllT\ent by a notification 
in the Official Gazette to make an exemption, reduction in rate or 
other modification in the circumstances there mentioned. The 
orders of the Revenue Department dated the 6th of September 1951 
do not fall within sub-section (1) of section 60 inasmuch as they 
are not ~a) an exemption made by the Central Government, and (b) 
notified 10 the Official Gazette. Further sub-section (3) of section dO 
added by Amending Act VII of 1939 prevents the exercise after the 
coming into force of the Amending Act of the power conferred by 
sub-section (1) except for the purpose of rescinding an exemption, 
reduction or modification already made. 

3. The orders dated the 6th of September, 1951 which in subs-
tance put a reduced value on the perquisite of free accommodation 
are, therefore, not in order and, if they are treated as having been 
made under section 60 of the Act, they offend sub-section (3) of that 
Section. 

4. Section 4 of Act 58 of 1952 and Act 20 of 1953 provides inter 
alia that linn charge shall fall on the Minister (officer) personally in 
respect of the maintenance of such residence". The residence re-
ferred to is the furnished residence to the use of which he is entitled 
without payment of rent under the section. The Explanation to 
the section provides inter alia that "maintenance in relation to a resi-
dence includes the payment of local rates and taxes and the provi-
sion of electricity and water". In substance, the section provides that 
not only will the Minister or the officer be entitled without payment 
of rent to a furnished residence but that he shall not be subjected 
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to a charge in respect of the maintenance of that resident. The 
word. "maintenance" clearly has reference to any expense which the 
Minister or the officer may have to incur in running it or repairing 
it or otherwise keeping it in condition. This is made clearer by 
the Explanation which speaks of local rates and taxes and electricity 
and water charges as being included in the maintenance of the resi-
dence. The inclusive definition of "maintenance" given in the 
Explanation it would be a matter of doubt whether the payment Cif 
local rates and taxes and for electricity and water could be said to 
be charges incurred for maintaining the residence. However, pay-
ment of income-tax on the value of any benefit or amenity granted 
to the Minister or officer by his employer or any sum paid by the 
employer in respect of any obligation which ordinarily would have 
been payable by the Minister or Officer cannot by any straining of 
the language be described as a charge in respect oj the maintenance 
of the free furnished residence granted to him.. It is a liability (If 
the Minister or officer in respect of his income and has no relation 
to the maintenance of the free furnished residence. 

5. Section 4 of each of the two Acts mentioned above will not, 
therefore protect the cost of water and electricity provided free of 
charge being taxed under the Income-tax Act. The free supply of 
water and electricity would clearly be perquisites having regard to 
the provisions of Explanation l(iii) and (iv) to sub-section (1) of 
section 7 of the Act. 

'" '" '" '" '" 
7. Some of the papers put before me indicate that the houses 

allotted to the Ministers and officers used partly for office purposes 
and in relation to the official duties of the Ministers and the officers. 
It also appears that a portion of the electricity and water charges 
incurred in respect of these residences arises by reason of the sent-
ries and other staff posted at these residences. If this is the posi-
tion it could not be said that the whole of these perquisites are al-
lowed to the Minister or Officer or are due to him within the mean-
ing of section 7, sub-sectiQn (1) of the Act. If a portion of the 
residence is used for office and other official purposes and if water 
and electricity are not used wholly by the Minister or the officer he 
does not get the whole benefit of the perquisites part of them being 
used for other purposes. The entire perquisites cannot, therefore, 
form part of his income. In these circumstances it would, I think, 
be competent to the Central Board of Revenue to make rules under 
section 59(1) of the Act, for the ascertainment and determination 
of this class of income of the Ministers and the officers. These rules 
will have to be made subject to the control of the Central Govern-
ment, and will under sub-sections (4) and (5) of section 59 be 
subject to the condition of previous publication in the Official Gazet-
te. The Central Board of Revenue will have to take into 
account the value of the free furnished residence and the cost of 
the water and electricity generally and out of such value and cost 
make an apportionment to the Ministers and officers having regard to 
the value of the accommodation and the cost of water and electriCity 
which are generally used by the Ministers or officers for their pur-
poses. 
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Answerability oj the CentTaZ Government to the Central P.A.C. for 
detailed operations of the Contracts entered into by State Govern· 
ments within the frame-work of a contract prepared by the Govern-

men.t of India. 
R82. The representative of the Ministry of Food and Agriculture 

raised a question before the Committee-whether the Central Gov-
ernment was answerable to this Committee for the detailed opera-
tions of the contracts entered into by the State Governments with 
the firm. Illustrating his point, he referred to the various State 
schemes included in the Second Five-Year Plan for the implemen-
tation of which the States were responsible and accountable to the 
respective Legislatures though the schemes were within the Plan-
frame as laid down by Parliament. While the Committee appreciate 
the force of the above argument, in their opinion, the present case 
is distinguishable in that the States concerned were not acting with-
in a policy directive like food policy. but were constrained to act 
within the framework of a contract, pr~pared by -the Government 
of India. The Committee regret to observe that the frame-work of 
the contract was defective in certain respects and was thus respon-
sible for the subsequent lapses in the execution of the scheme t.n 
the States. 

The Minist1'ies had noted the recommendation for future guidance. 

Taking into account of 'I'oyaZty in calclLlating profits of Forest Depart-
ment. 

R 83. The Committee's attention has been drawn to the fact that 
in working out the profits of the Forest Department, Andamans for 
1952-53, no element of royalty had been taken into"" a~count. In 
extenuation, the representative of the Ministry of Food and Agri-
culture informed the Committee that this matter was considered in 
the past and dropped. The Committee feel that this was not cor-
rect and would suggest that in assessing the profits of the operations, 
there should be a set-oft of an amount of royalty. which should be 
determined in consultation with Audit. 

The Ministry of Food and Agriculture observed as follows: -The 
observation of the Committee has been noted. Instruchons have. in 
consultation with Audit, been issued to the Chief CommiSsioner, Anda-
mans, that the elements of Royalty should be taken up into considera-
t.ion in preparing the Profit and Loss Account:~ of the Andamans Forest 
Department, and that the same scale of Royalty 8hould be adopted for 
this purpose as in the case of North A nclamans which have been leas-
ed to Messrs. P. C. Ray. 
Para 283 of Commerelal .t\ppendlx to Appropriation Aeeounts (Civil) 

1952·53 
Avoidance of inclusion of credits of dubious nature in the P'/'Ofil and 

Loss Account. 
R 85. In this para, the Committee came across an interesting case. 

In the profit and loss account of the Nitrogenous Fertiliser Pool,for 
1951-52, a sum of Rs. 5 lakhs representing anticipated recovery from 
a comrany was credited to the account of that year. This claim. 
as weI as certain other counter-claims of the company, was referred 
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to Arbitrators who awarded a net sum of Rs. 5,44,011 to be paid by 
Government to the Company. In view of this, the netprofit of 
Rs. 4,44,627 shown in the Profit and Loss account did not present the 
true working result of the Pool. 

R 86. The Committee were informed that Government owed cer-
tain sums to the Company for services rendered in 1949 and 1950 and 
this claim was held up pending settlement of disputes reg,arding cer-
tain claims by Government on the Company. Necessary provision 
for payment of this amount to the Company was made in the profit 
and loss account for the previous year (1950-51). The Committee ob-
serve that the total of the claims preferred by the Company on 
Government was Rs. 12'82 lakhs. more than double the amount 
claimed by Government. Judging from the account of the progress of 
the earlier negotiation between Government and the Company as 
given in "the note, they are at a loss to find the justification for 
taking-credit in the profit and loss account. Such credits of dubious 
nature not only distort the true picture of the working, but also gQ 
against well-recognised principles of commercial accounting. The 
Committee attach great importance to sound commercial account-
ing in view of progressive increase in the number of commercial 
undertakings run by Government. They would urge upon the 
Ministry of Finance to go into this question in consultation with 
the Comptroller and Auditor-General and see that the principles 
of commercial accounting are strictly followed. 

The Ministries had accepted the recommendation of the Public Ac-
counts Committee. 

Write-off of loans to be made with the approval of Parliament. 
R 94. The Committee consider that write-off of loans advanced on 

the authority of the Appropriation Act should be made with the 
approval of Parliament and would wish the Ministry of Finance to 
examine how such approval ought to be obtained. 
APPENDIX xxm TO TIlE PUBLIC AOCOU~"TS COMMITTEE'S 

SEVENTH REPORT 195'7-58 (VOLUME D) 
Copy of Letter No. F. 10(33)·0/57, Government of India, Ministry 

of Finance (Department of Economic Affairs), New Delhi, dated tbe 
13th March, 1958. 

MEMORANDUM 
2. At present, provision for such write off of loans is made in 

the Demands for Grants presented to the Parliament, and apart from 
Parliamentary control over the total amount that may be written 
off against the provision, Parliamentary approval is not sought to 
the writing off of individual items of irrecoverable loan. Govern-
ment agree in principle that Parliamentary approval should be taken 
in all cases where substantial sums of irrecoverable loans are proposed 
to be written off. They would, therefore. suggest for the consideration 
of the Committee the establishment of a convention on the following 
lines. 

Budget provision w1l1 continue to be made in the Demands for 
Grants as at present in respect of writes-off of a1110ans, but all pro-
posals involving individual writes-off of Rs. 1 lakh or more for which 
provision is proposed in the Budget estimlltes will be explained in 
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the Budget documents i.e" in the Explanatory Memorandum on 
the Budget. If, in the course of the year new cases involving writes 
off of loans of Rs. 1lakh or over occur, such cases will be treated as 
expenditure on a "New Service" and a Supplementary Grant will 
be obtained for the full amount or for a token sum if the additional 
expenditure could be met from within the amount already voted by 
Parliament under the particular head. 
SuitabZe delegatilon of pOWe1'3 to avoid delay in execution of w01'k. 

R 133. In November, 1944, the Government requisitioned a house 
while under construction. The landlord had agreed to complete it 
if Government supplied the necessary materials. However. the 
house could not be completed due to the delay in the supply of the 
materials and it was released in October, 1945. Government had to 
pay a compensation of Rs. 3,300 as per award of the High Court 
besides legal expenses of Rs. 850. The High Court in their judg-
ment observed "that somebody in the Department was not vigilant 
enough to complete the house". In evidence, the Committee were 
surprised to learn that the delay was attributable to inadequate 
delegation of powers. They trust that Government would review 
the existing powers of authorities and make suitable delegation of 
powers so as to avoid a recurrence of such cases. • 

Minist'1l of W'07'ks, Housing and Supply have stated as fOllows:-
* * * * • • 

2. The Government have reviewed the position and find that ~s 
the practice of requisitioning houses while they are under construc-
tion, has been discontinued, cases of this nature are not likely 10 
arise again. It is unnecessary in the circumstance3 to consider the 
question whether these powers should not be delegated to the Estate 
Officer in the interest of expedition. It would be inadvisable also 
to delegate powers of derequisitioning to a junior officer. -r'o obviate 
the possibility of houses remaining vacant pending declSion regard-
ing derequisitioning, instructions have been issued tha\ proposals 
regarding derequisitioning must be put up well in advance of the date 
on which houses are likely to fa1l vacant, and ordinarily houses should 
not be kept vacant, while such proposals are under consideration. 

Copy of letter No. EE-'J(8)/51, dated the 17th January, 1958 
from the Govemm.ent of India, MInlstry of Works, Rousing and Sup-
ply, New Deihl to the Estate Oftleer, New Deihl 

SUBJECT: -De-requisitioning of bui'klmgs-delay in. 
Cases have come to the notice of Government in which requisi-

tioned buildings were kept vacant pending consideration of propo-
sals for their derequisitioning. As Government's liability for com-
pensation does not terminate until the building is actually de-requi-
sitioned, it is requested that proposals regarding de-requisitioning 
must be put up well in advance of the date on which houses are likely 
to fall vacant and the buildings should not as a rule be kept vacant 
while such proposals are under consideration. 
Ministries should obtain in advance explanations and comments on 

the irregularities included in the Audit Report 
p 229. *. * The Comptroller and Auditor General infonned the 

Committee that from the papers, it appeared that the Financial Ad-
viser in London was not consulted in this matter and in the latter's 
opinion, the whole deal was unbusinesslike. The representative of the 
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Ministry of Finance could not throw any light on this. The Com-
mittee desired that in future the representatives of the Ministries 
should have in their possession all the facts relating to the cases 
u~der exarp.ination 'Y~en they appeared before the C~m.mittee ~nd.for 
thIS purpose, the M10lstry should take necessary· actIon well 10 t~me 
by way of obtaining explanation, comments etc. on the irregularities 
cited in the Audit Report. 
Inclusion of th~ transactions of the Steel Equalisatwn fund in the 

Consolidated fund. 
P 232. With a view to meet the large demand of steel during the 

War at a uniform controlled price to the private consumer, a scheme 
was introduced from, 1st February, 1953, whereby the controlled price 
was fixed at an average level which was higher than commercially 
profitable price at which the main producers of steel were selling 
but which was lower than the cost of imported steel or the price at 
which the marginal producers and re-rollers could be induced to 
manufacture. The idea was to utilise the extra price charged to the 
consumers towards subsidising the imports and the marginal pro-
ducers. Although the scheme was intended to run on a 'no-profit, 
no-loss basis', as a result of the cautious policy followed, the balance 
in the Fund had increased to about fourteen crores, by 31st March, 
1955. The transactions of the Fund have been kept outside the 
Consolidated Fund of India so far, though the incomings into the 
Fund representing amounts paid to Government by consumers were 
in the nature of revenue. " 

The Secretary stated that Government accepted the position 
that the transactions of the Fund should pass through the Consoli-
dated Fund of India and that it would be implemented from the 
next year onwards. 

Copy of letter No. F.l(68)-B/56, dated the 19th November, 1957, 
from Government of India, Ministry of Finance (Department of Eco-
nomic Mairs) to the Deputy Accountant General, Commerce, Steel 
and Mines, New Deihl and copy also to the Comptroller & Auditor 
General. 
SUBJEcT.-Inclusion of the transactions of the Steel Equalisation Fu.nd. 

in the Consolidated Fund of Indi'a. Accounting procedure 
connected with 

I am directed to state that the Iron and Steel Equalisation Fund 
was set up in 1943 with the purpose of fixing a uniform seUing price of 
iron and steel in India utilising for the purpose the difference bet-
ween the equalised price and the retention price of steel. The con-
nected transactions were, however, kept so far outside Government 
account. With a yiew to secure parliamentary control, it has been 
deCided, in consultation with the Comptroller & Auditor General, that 
the corpus of the Fund should be transferred to the Public Account 
of India and the receipts and payments of the connected transactions 
routed through the Consolidated Fund of India. To give effect to this 
decision the following procedure should be followed with effect from 
1-4-1957. 

2. The amount to the credit of the Fund on 31-3-1957 should be 
credited to the detailed head 'Cash balance transferred to Revenue' 
under minor head "Price Control of Iron and Steel" subordinate to 
the major head "XXXII Industries and Supplies". Simultaneously 
an equivalent amount will be debited to the minor head 'Transfer 
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to Iron and Steel Equalisation Fund' under the major Head "43-Indu~ 
tries and Supplies" by per contra credit under·a new Major Head 
'Iron and Steel Equalisation Fund' in Section "S-Deposits and Advan-
ces-Part II Deposits not bearing interest-B. Reserve Funds". The 
receipts from 1-4-1957 onwards should be credited to an appropriate 
detailed head under the minor head "Price Control of Iron and Stee}'t 
subordinate to the major head "XXXII Industries and Supplies" snd 
transferred to the "Iron and Steel Equalisation Fund" in the Public 
Account by peT contra debit to the minor head 'Transfers to Iron 
and Steel Equalisation Fund' under major head "43-Industries and 
Supplies". The payments on account of subsidy to importers etc. will 
be debited to the relevant detailed head under minor J;lead "Price 
Control of Iron and Steel" subordinate to the major head "43-Indus-
tries and Supplies". Simultaneously an equivalent amount will be 
met from "Iron and Steel Equalisation Fund" in .the Public Account 
by per contra credit under the minor head "Deduct-Amount" met 
from "Iron and Steel Equalisation Fund". All transaction in. this re-
gard will be centralised in your books. 

3. Approval of the President under Article 150 of the Constitution 
to the opening of the Major head "Iron and Steel Equalisation Funcl" 
in Section lOS-Deposits and Advances-Part II Deposits not bearing 
interest-B-Reserve Funds" is hereby conveyed. It has also been 
decided in consultation with the Comptroller and Auditor General 
that the follQ.wing Minor and detailed heads may be opened under 
the Major Heads "XXXII/43 Industries and Supplies". 

Mqjor I/,od 
I 

XXXII Industries and Supplies. 

43 Induatries and Supplies. 

43 Industries and Supplies. 

Min", H,od 
2 

Price Control of 
Iron a: Steel. 

Pric" Control of 
Iron & Steel. 

Transfer to Iron 
and Steel F.qualila-
tion Funds. 

Deduct-Amount 
md from Iron and 
St~1 Equalisation 
Fund. 

nltoiltd I1tDll 
:i 

(I) Surcharge on Iron Ie. 
Sleel. .. 

(2) Cash bala\1c~ trailS-
fl~rred to Rt·vrnuc. 

(3) Other MiK'cJlaneous 
Receipt. 

(4) Deduct-Refunds. 

(I) Subsid~' on Imports. 
(2) Payments to marginal 

Producers & Rerollen. 
(3). Charges on atcount 

of Tr.chnical Coope~ 
lion Agreement. 

(4) Other charges. 



INDEX 

Expla"ation of Abbrevia#on.f etc. 
rn thi, index, 'I' nof'ers to Epitom~ Vol. I of thl' P.A.C. Reports up to 1947-1948 (Pre-

partition) and 'U' refers to the present volum~. • 

R 

Rl 

RII 

P 

PI 

PII 

P.A.C. 

M.A.C. 

M.A.G. 

G.I. 

1~.D. 

H.D. 
R.D. 
P. and T. 

A.G •• 

Ar.G. 

C.andAz.G. 

D.C.A. 

I.S.D. 

P. and L. 

M.E.S. 

N.I.S.R. 

S.F.C. 

Year • 

Paragraph of the Report of the Public Account. Committee. 

Paragra~ of lhe Report of the Public Acrounts Committee-Part 
1~IVil, Posts and Telegraphs and Defence Servir.cs. 

Paragraph of the Report of the Public Accounts Committee-Part U 
--Railways. 

Paragraph of th~ pro<,""dings of the Public Accounts C.ommittee. 

Paragraph of the pro<'~ings of the Public Accounts Committ~ 
Part i-Civil, Posts and Telegraphs and Defence Services. 

Paragraph of the proceedings of the Public Accounts Committee-
Part II-Railways. 

Public Accounts Committee. 

Mifitary Accounu Committee. 

• Military Accountant General. 

Govr.rnmcnt of India. 

Finance Department (Ministry). 

Home Dt:partment (Miniatry). 

Railway Department (Board). 

Post~ and Telegraphs. 

AccounJant General . 

Auditor General. 

Comptroller and Auditor General. 

Director Commercial Audit. 

Indian Stores Department. 

Profit and LOll Account. 

Military Engineers Service. 

Northern India Salt Revenue Department. 

Standing Finance Committee. 

(,.g. 1!r.I7-28) mean! the Year of the account to which the report 
relates. 

NOTB.-The subject mllUM' of the Index ordinarily repreaenta the rccomm~ndation. 
of the Public Accounts Committr.e ; but the deciaions finally "ached do not invariably 
accord with the IT.Commendatioll1l. The final orden when passed by competent authority, 
arr. referred to in the body of the F..pitome or in fOl'lt notes. 



326 INDEX 

ABANDONMENT OF CLAIMS--
-- to Revenue leviable under a Statute . 

ABANDONMENT OF WORKS-
Safeguarding against lightheartt!d-

ACCOUNTS-ADJUSTMENT$-
Cbarging stores to Capital in Railways • 

A 

R-7(M.A.C.)fltJi l 
R-4 and 5 (M.A.C. and 

P-5 and 8 (M. .C.)/ 
I 941-41t 

Items should not be charged to IWlpense for R:311/r91l11-113 
want of information regarding incidence. 

Belated adjustmcntll in accountS 

Large annual adjustments 

Loues in central transactions incurred by Pro-
vincial Governmenta as Agenl.8. 

Allocation of Railway Works expenditure . 

Writing off' the balance under "Purcha.'les and 
Sales of Silver" . 

-- of profit on the circulation ~f Small Coins • 

R-II/191!5-116 

R-29(3) and 3O-1911~ 

R-II-1I8/1930-31 
R-II-9/ 19311-33 

PI-7 1/ 1936-37 
PI-32 / 1937-38 

P-,6/t939-40 

-- of premium received from Baroda Govern- P-II/1942-43 
menl on the purchase of Tapti Valley Railway. 

Correlation in budgeting between one Railway 
and another and between branches of the same 
Railway and inter-railway adjwltmenta. 

R-15 (3rd sub-para) 1940-
41 

R-1I0/1943-44 
R-15(1I) lit P-60/1947-4B 

(Post-partition.) 

PAGB 

1-174 

1-13 

I-lilt 

I-Itlt 
I-57 
1-67 

1-1113 

I-I~ 

1""300 
1-3110 

I-:~76 
I-4u3 

1-446 

1-533 

11-11-111 

Fictitious adjustments in accounts R-24 and R-!Zs/Thirteenth 11-1136-1137 
Report/ 1954-55 

Elimination of Inter-Governmental and Inter- R-1s/Twenty first Report/ 
Df,partmental adjustmenu. 1956-57 

ACCOUNTS-CLAIISD'ICA1l0N-
-- Not to be changed during the count: of a year R-8-9/19111-1I11 

R-BI/(I)/r9116-117 
R-19/1941-411 

-- of expenditure on Committees appointed by R-30/1911 1-1111 
Legislature and Government. 

-- of expenditure between Voted and non- R-IO/19111t-IIS 
Voted and Capital and Revenue. R-1I7l1t 119/19113-114 

-_. to be written on bill. by drawing ofticen 

Divergencies between budget and accounts due R-S5/19!Z4-!:I5 '7' RI~g (!:Ind lub-para)/IQ35-

Changing -- from Voted to Non-Voted. 

I-I 
1-153 
1-495 

I-III 

1-15 
1-46 

1-149 



lNbEX 

PAaAOaAPH 

AOOO1JNTS.....CLA.SSJFICATlON __ td. 
Miac:laaaification to evade detection of irreguta- R-33/1926-!l7 

tities. 

-- of expenditure incurred as a matter of policy PII-19/1931-32 
but adniitted to be uDjustified financially. 

-- recoveries of departmental eharges of the PI-!Z8/193!Z-33 
I.S.D. 

Accounts should follow budget evcn though 
provision in the budget might be incorrect 
-certain exceptions. 

-- of payments to Travancore and Cochin 
Governments under Customs Revenue Agree-
ment. 

Avoiding net expenditure being minus in the 
Survey oflndia Depllnment. 

Simplification of hcadingl in Detence Budget 

A.CCOVNTS-COMMERCIAL-, 

RI;g (rmd lub-para)/1935-

RlI-8, PII-35 and 411 
193.,..38 

P-6/1938-39 
P-19/194J-.~2 

PI-3!Z/1936-37 
PI-34/ 1937-38 

P-S8/1912-43 
P-36/1943-44 

P-:z(M.A.C.) item 66/ 
1944-45 

Should accounLS of commercial concerns be grosa R-8-11/1924-25 
or net? 

CommercialsYltem of accounts in P. & T .. 

Ac(~unts of non-commercial portion of the I.S.D. 

Fonn of Balanee Sheet of the Imperial Cattle R-48/192S-26 
Breeding .·arm. 

Incorporation ofP. & L. Account of N.I.S.R. De- R-41/1926-27 
partmentin Appropriation Accounts, 

IDt~rporation of Balance Sheet of N.I.S.R. Dt~- R-42/1926-27 
panment prepared by the D.C.A. in Appro-
priation Accounts. . 

Accounts of Government Commercial Under-
takings. 

R-44/ 192 7-28 
R-I2/1928-29 
R-iol I 929-30 
RI-12/193r.1-33 

Introduction of.- in Governmenualt producing R-51/1927-28 
undertakings. P-105/19:Z9-30 

IntJoduction at:.... -in Railway Collieries . R-70/1927-118 
R-13/1928-29 
P-491 1929-30 
Appendix VI/I 934-35 

(Part II) 

Presentation of relulll chbe working of Railways R-13-14/1928-29 
ill tbe form of commercial accounts. R-II-14 & P-92-96/192!1-

So 

ConunerclallYitem ofaccountl in Army-Clolting R-IS/1928-29 
ac:counll in Army Factories. R-IS/1929-S0 
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1-16g • 
I-SI6 

I-S I 9 

I-S50 

1-417-418 
1-4S7 
1-510 

1-370 
1-404-

1-538 
1-57& 

1-77 
1-134 

1-IS5 

I-1gB-
1-/1.07 
1-238 
1-317 

1-1102 
1-1138 
1-:z06 
1-207 
1-:.180-

1-:w8 
1-.207-208 

1-239-1144-

1-208' 
1-2!1O' 
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PARAGRAPH PAOE 
ACCOUNTI-COMMERClAL-eolltd. 

Quasi-commercial accounts ofl.S.D. 'PI-9 IJI9;n-38 1"'404 . 
Exhibition in Appropriaticln Accounts of an up-

to-date running account of debits and credits 
R-7/' 942-43 I-sIB 

of Schemes connected with the War. 

Inclusion of acrounts of all India Radio in Com- P-'70/1945-46 1~654 
mercial Appendix. R-50/FirstRepol't/'951-511 II-go 

Maintenance of -- oC Postal Lift: InsuraD<:e R-69/First Report/1951-SSI 11-103 
Organilation. 

~rtmentali,ation oC ae('.Qunts of the Hindultan R-41/Fourteenlh Reportl lI-g46 
'rcraft Limited. 1954-55 

Subsidiary --of the Central Research Institute, R-79/ Sixlt'enth Report! lI-g81 
Kasauli. 1955-56 

Avoidance of inclusion of credits of dubious R-85-86! Twenty third 11-320-321 
nature i It the Profit and Loss Account. Report/' 956-5 7 

.ACCOUNTS-GENERAL-
Separation of Accounts from Audit 

.Reconciliation of administrative or controlling 
officers' figures with those of A.G. 

Treatment ofiOllSe. of revenue in account~ 

Abandonment of system of cost aceounting in 
Army. 

'Conformity between accounts and demands for 
granu .• 

Form ofP. & T. account. 

Irregular keep ofinitial accotmts 

Reduction of detailed heads where possible 

R-2 3/1923-24 
R-23-24/ 1924-2 5 
R-24/192S-26 
R-II/I947-48 (Post-parti-

tion.) 
Para 5 (IntroduC:lion) at 
R-2-3/Thit'd Report! 

'952-j:~ 

R-63i Sixteenth Report! 
1955-56 

R-24/ 1923-2 4 
R-12(6)/1926-27 
R-7/ 194S-46 . 
R-Ig & P-149/FlntR.eport/ 

1951-52 

R-3B/19113-24 
R-35/ 192 5-26 

R-67/ 192 g-24 
R-34!1924-25 

R-SS! 1 924-25 
R-I2(2)/lg26-27 
RII-I.6/1930-31 

R-62/192S-26 

R-:J3/ 1gIl6·117 

R-8S/lg26-27 

Proforma account of expenditure on Auxiliary RI-20/'93'-32 
and Territorial Forces. 

Stores accounts in Navy . 

Accounting for storeR despatched nver .eas 

R-B (M.A.C.) and P-I12 
(M.A.C.)/1940-41 

R,-g(M.A.C.)f1940-4' 
Reurgani~ation of accounting arrangements in R-IO(M.A.C.)/194'-4-2 

Royal Indian Navy, 

1-36 
1-96-97 

1-136 
11-10-1 I 

1-512 
1-141 

1-66 
I-loB 

I-log 
1-'53 
1-297 

1-149 

1-.6g 

1-'71 

1-307 

1-470 

1-474 

1-499 



P4RAGRAPII 

Exhibition in Appropriation Account. of an up- R-711942-43 
to-date running account of debits and crediu 
of Scheme. connected with the War. 

Accounting and auditing of ex;>enditure relating R-Io and P-09/1!.l42-43 
to the grants madr. to Province5 for expenditure 
on War Publicity. 

Account. oCthe money spent on denial and similar 
measures in Bengal. 

RII and P-lo:Z/I94:Z-43 
R-IJ/I943-44 

Measure, to improve efficiency of the Audit P-114/1947-4B (Post-par-
Departlnent. titioD) 

Comptroller and Auditor General should be con-
sulted aboul audit and accounting arrange-
ments before any big project is undertaken 
by Government. 

Separation of financial and Accounts functions 
on the Railways. 

R-7 and P-78/ 1947-48 
(Polt-partition) 

R-22 and P-51/1947-48 
(Po.t-partition) 

R-32/Tcnth Report/ 
1953-54· 

Submission of Audit Reports on the -- of Pori R-s6/Fir.t Report/1951-
Trusts to the Parliament. 52 

Finandal, accounting and audit organisations R85-86/Sixth Report/ 
fol' each project. 1952-53 
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PAGE 

1-518 

1-.519 

1-520 
1-552 

11-43-+5 

1I-6-S 

11-1:;-17 

11--215-21 7 

II-I 61 

Maintenance of initial---by tpe Dl'partments. R-113/Sixteenth Rcporl/ 11-285-286 
1955-56. 

ACCOUNTS-PUBUCATIONI-

Publication of Appropriation accounts and Audit PI-87/1936-37 
Reports before presentalion to the Legislatnrr. PI-18/1937-38 

Proforma account of production and distributilm P-39/1946-47 
of material for Foreign Publicity. 

ACCOVNTS-TllAINING-

-of Defence Servicet personnel in fundamen- P-I/1946-47 
tal princip\r.s ofpubJic expenditure and accoun-
ting. 

--of derk~ in the Railway Accounts Offices R-21 Bt P-50/194.N.8 
(Po~t-parti tion ) 

-- \If Audit and Accounts Officers in Railwars P-52/1947-4B (Post-par-
tition) 

ACCOUNTS OmCER OR. DEP ... TMENT-

Reconciliation of administrative or controlling 
ofticen' figures with tholle of--

R-24/192 3-24 
R-12(6)/19!16-27 
R-7/ 1945-46 
R- 19 & P-149/ Fint 

Report/1951-52. 

Close touch between adminhtrative and accounts R-44!1923-foI4 
authorities emphuised. 

1-376 
1-402 

1-6611 

1-36 
1-154 
1-639 

11-37-lio 
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Accomrn OfFICER OR DEPARTMENT-
etmld. 

PAllAClJl.APH 

Communication of financial IIAI1Ction to audit R-25/192S-li6 
and -. R-llo (7) and 21(ii)/ 

1926-2 7 
P-122/1g29-30 

Cc-c.peration betwt:en Railway Accounts statT R-28/1927-118 
and GoVf:rnm~nt Ex:aminen (Mr. P. R. Rau's R-24/f911!l-29 
Rt:port). 

Collaboration between tcst audit and aCCQunt. RII-12/f930-31 
Staft' in Army and Railways. 

Use or Chief Accounts Officer as Financ:al Ad- RIJ-22! 1930-3 1 
viser. R-2l2&tP 51/1947-.(.8 

(Post-partition) 

Co-operation between admiwptrative and ae:- RI-7 (M.A.C. )/1932-33 
counts authorities and statutory audit in Army 
emphasised. 

Placing Railway Accounts staff under General 
Managers. 

Separation of the Financial and Accounts func-
tions on the Railways. 

ACT---

Reviaiun of Sea CustOIJll; Act. 1878 

ADJUSTMENTS-
See 'Accounts' 

ADMlNlSTRA1l0N(lVE)-

RII-7 and PII- 14 &. 23/ 
1936-37. 

RII-5 &. PII-JO/19:n-38 
R-I:>/I938-39 
P-2 4/ 1946-47 

R-22 &. P-5111947-..,n 
(Post-partition) 

R-32/Tenth Report/ 
1953-1954 

R-30/ t 924-2S 
R-16/192 S-26 

ac~t:SentatiVf: of local-- to appear before P.A. Ord:; below R-g/1922-

Responsibility fur obtaining funds for expenditure R-22/1923-24 

Facilities to -- authorities watching progress of R-23/1923-24 
expenditure. R-23-li4!1924-2S 

Rec()nciliation of adminiatrative or controlling 
offiCers' figures with those 01 A. G. 

R-24/1923-24 
R-12(6)/1g:z6-27 
R-7/ 1945-46 
R.I!! 4i P-149It'int Re-

port/ 1951-S2 

Closc touch between -- and accounts authorities R-44/J923-24 

Audit of Railways managed by Companies-- R-63/1923-li4 
making audit independent of administratiofl. R-71/1925-116 

R-48/19117-!28 

Pa~ts to Provillcial Governments for AgellCY R-Io(item 3)/1925-26 
fUl,lctions. 

ReluctaDCc to take decwons aad assume reepomi- R-ls!Twenty second Rc-
bility. port/1956-a7 

1-137 

1-157 
1-280 

1-182 
1-2:.11 

1-1195 

1-299 
II-tS 

1--378~3a. 

1-413 
1-429 
1-662 

11-15-17' 

11-21 S-1I1 7 

1-1°7 
1-133 

1-14, 

1""36 

1-36 
1-g6-g7 

1-36 
1-154 
1-639 
II-57 

1-.57-60, 

1-65 
1-150 
1-182 

1-123, 



!NDU 

PARAOItAPK 

ADMlNlSTRA.TION REPORT-
Figurt'~ in -- and Appropriation Accounts R-54 Bt 68/1927-28 

to agree. 

ADMINISTRATIVE AUDIT-
~e 'Audit' 

ADMINISTIlATIVE VIGILANCE DIVIIION--

PAOB 

Creation of -- in the Ministry of H~me M- R-58/Sixteentll Report/ 11-280-28.' 
filirs. 1955-56 

ADMINISTRATOR-
Appointmrnt of an -- in the Hirakud Dam R-gi/Sixth Rcrport/1952-

Project. '1953 

ADVANCES--
See ;r."ans and Advances' 

AGENCY SUBJECTS-
Payments to Provincial Governments for Agency R-IO(item ~)/1925-26 

functions. 
I-lllS 

Control over provision mack for payment to State R-16(Twenty-first Re- 11-3',6-308 
GoverMu:nt for agency fUllctilln5. port; I 956-S7 

AGENCY SYSTEM-
-- for Government purchases should not be P-44/194S--t-6 

adopted. 

AGREEMENTS--
S~ 'Contracts' 

AIR FORCE-
&-e 'Defence Services' 

AIR INDIA INTERNATIONAL LJMITED-

A.J.L()(lATlON-
_.- of Railway Work, expenditure 

--l.f l"xp<"llditllrt: on rolling stock on Company-
managed railways. 

--- of expenditure wriltt'I' back from capital on 
account of abandoned projects. 

-- ufDdclu:e Service, expenditure and cbargt:s 
on aCCOUlll of War measures: 

-- of expellditure on evacuees 41ui refugees 
from \Var Zones. 

-- ofwork~ expenditure beLween Railways and 
, Defence Scrvi(,A:lI. ' , . 

22-5 Compt. A. G.(58 

P-34/19+7-4.8 (Post.parti-
tion) 

RII-28/1930-g 1 
RlI-9/193(l'33 
Rn~9/1934-35 

RU-IO(1932 -:J3 

RH-9 & PII-43/1937-38 
P-7/1938-39 

R-2(M.A.C.~(1939'40 
R'2(M.A.C. (19'P-42 
R'2 and 3 (M.A.C.)/ 

1942-43 

R-9(1!Wl-43 

1>'22/1943-t! 

11-39-40 

1-300 
I-SRO 
1-343 

1-321 

1-418-419 
1-439 

1-449 
1-4!J6 

l-fj24-52!) 

1-519 

1:-5,76 



PAIlAOIlAPit 
.ALLOCATiON-to/lld. 
-- of Defence Work, expenditure to 'Main-

tenance' or 'Capital'. . 
P..6/1947-48 

tion). 
(Post-parti-

-- of the COIIt of compensation fiJr sub-merged 
land, reelamatiOll and raettlement of ditplaced 
person, to Hirakud Dam Project. 

AU.OTMBNT-

R-3/Second 
19~1-:;2 

R-82 Sixth 
1952-53 

Lat~ -. ClCfuad. • R-25/1923-24 

Rwea I<.verning -- ofresidences be redrafted R-37/'924-25 

Report/ 

Reportl 

Syatem of over allotment in Railways H-9 &:12 (4)/19:l6-27 

RII/1927-28 
R-1I3/ 1928-29 
RII-14.ft93 1-32 

Distribution of-- aftcr the close of the year 1t1I-9(i)/193D-31 

AMGaTIZATION-
Adequacy of the proviaiOll ofRs. 5 crores fur- R-1I4(i)/Fiftccnlh Report! . 

of debt. 195+'55 

APPOINTMENT-
No provision be made in budget for -- kept in R-46/192:l-24 

abeyance. 

11-31-32 

II-I la-I 19 

II-I 59-J 60 

1-37 

1-110 

1-151 &: 
1-153 
1-173 
1-220 
I-g09 

1-:294 

11-259 

I-58 

-- of honorary workers for valuation of usets R-'7/Twentieth Reportl 11-302-303 
1955-56 

See 'Cuatoms' 

APPROPRIATION Acx::otMII AND AUDIT 
llEPOltT-
Expenditure on purpose Dot approved by the As-

aembly or S.F.C. be menti~ ill--. 

Remodellill8 of--

Details of allotments made ou.t of the Reserve at 
the diaposal of the P.W.D. be liven in -. 

Firat Celatral (Civil) Report prepared on revised 
1II04d. 

hblidiary aCCOUllt of ill.llitutiona eupported by 
l"aJltl-in-aid from Govemmmat. 

Mention of CIImI of financial irrqrularitin etc. 
in-. 

R'lChibition of balAoGe iaIeeta of Imperial Cattle 
Breeding Farm Ia-. 

BalAnce 8m-cIS to be _luded in .. - .hoold 
c.mrorm to the type adopted by D.C-A. 

Orders below R-21/19:H-
22 

R-34 and 66/192 3-2 4 
R-38/1924-25 

R-51/1923-24 

R-38/1924-25 

R-S8/1:t:5 
P-III/1 9 (reproduc-

ed .. Note below R-36/ 
192 ..... 115) 

R-341 1 923-24 
R-38/ 19114-25 

1l-4B/lgeS026 

R-48/19IIS-2fi 

.-6 
I-51 at 66 

I-III 

1-60 

I-III 

1-111 

1-112 

I-51 
I-III 

1-148 

1-148 



INDEX 

APPROPlllA'I10N ACCOtJNTS AND AIlIIIT 
REPORT-coli rd. 
Porm ofP. &. T.--

Conformity betw~en Demand, for Grants (Rail-
ways) and the --. 

PARAGRAPH 

It-62-1192 S-26 

R-6g/192S':z6 
R-.7{192 7-28 

Reconciliation of OOIltroUing oflicen' figures R.-llI(6)/1926-27 
with accounts office figures beror~are pre-
pared. 

Di.culties in int~rpreling 'New Servic~' be R-2l1-23/1926-27 
brought out in --. 

Mention of irregular conceJSicms 1.0 contractors R-27(3)/19ll6-27 
in--. 

Inclusion in -- of cases oflump sum contracts R-1l7(6)/1g26-27 
although advanl.ag~ou.. not ~nt~rcd into. 

P. &. L. Account oftbe N.I.S.R. D~partment 

Babmcc Sheet of the N.I.S;R. Departm,!nt prepa- R-42/19116-117 
red by the D.C .. <\.. be incorporat(:d in tllc--. 

When ClUCK of authoriaation of expenditure in R-87fl~6-117 
anticipation of appro\'al of the S. F. C. etc. 
need not be mentioned in --. 

Exhibition of Reviews and AccounLII of Gov~m­
ment Commercial Undertakings in --. 

Discontinuance of advance reviews of Govern-
ment Commercial Undertakings. 

R-44/19117-118 
R-r2/lgll8-2g 
R-lo/1929-30 
RI-lll/1932 -33 

RI-12/193ll-33 

FigurCR of Administration Report and -- should R-S4 &. 68/1927-28 
agree. 

Observations on Commercial Appendix to --. R-J21Ig28-2g 
R-ro/191l9-30 

Presentation of tbe result. of working of Railways R-lg-14/19118-11g 
in --. R-II-14 and P-gIl-g6/1929-

go 

Continuance of Commercial ApPt.'ndix to -- R-lo/l911g-go 
even after decentralisation of Commercial 
Audit Branch. 

Improved form of narrative survey in Army --. R-24/191l9-30 

Improvements in the form of Railway --. R-2S/I9119-SO 

J. --a privileged document? 

Commercial Appendix to -- .hould mention RI-'II/rg300S1 
whether stores balanc~. were jUJtified. 

Preparation of-- of individual Railways RII-20/1930-31 

DiIcontinu8llCe of priatilJl of - of individual 1'1I-l101.958'"53 
Railways. 

Progressive accounts of ex.penditure from funds RI.lafI9"-:U 
created for Ipecial ~Dditurc be included 
in-. 

PAGII 

1-149 

1-150 
1-200 

1-154 

1-171 

I-1gB 
1-207 
I-2g8 
1-317 

l-gl7 

1-20 7 
l-ll3B 

1-20 7-108 
1-239-a44 

1-f.lS7 

1-25B 
1-279 

1-1191 

I-ag8 

I-g24 



'34 INDEX 

APPIlOPlUA11ON ACCOUNTS 4ND ADDU 
REPORT-r.orar4. 
Exhibition of receipts of centrally administert:d PI-3~/1939-34 

are .. in --. . 

Discontinuance of exhibition of refunds in nc. RI-17/1934-35 
mands fOl" Granta and --. 

PAn. 

1-331 

Stock verification in Defence Services • PI-IN4 (M.A.C.)f1934" 1-338-339 
35 

Scope of Review of Railway -- PII-60!193S-36 ·1-36s 

Publication of ---before their presentation to PI·87! I 936-37 
the Legislature. PI.t8/1937·S8 

Statement of unsanctioned expenditure in Rail· R'14/1938-S9 
way--. . 

Percentage limit for explanations of variations R-8(1$l lub-para) I 1939' 
in --. 40 

R-8 (lit sUb-para)/194-O" 
41 

Furnishing details of sub-head "Contingencics" R-8 (~nd sub.para)! 
in --. 1939'40 

R.8 (lind sub-para)fI94O-
41 

Railway Administrations to furnish explana. R· 18/194-0"4 I 
tions for variations demanded by Audit. 

Exhibition in -- of an up--to-date running R'7/194~'43 
account of debits and credits of Schemes 
connected with the War. 

P. at L. accounlS of Railway grain sbops . 

Inclusion in Civil Audit Report a IICCtion dealing R'13/194S-44 
with financial irregularities, losses and nugatory 
expenditure. 

Form oCpublic accounts not to be chan~ with- P-7!I94S'44 
out Ar. 0.', cODSent. 

Exhibition in the Grand Summary of--, ex· P'27/1943-44 
ceues or savings in each grant compared with 
Ol"iginal grant Ol" appropriation. 

Remodelling of Defence Audit Report R'II (M. A. C.) & 

Amplification of Annexuft 'D' to Railway --. 

Abolition of Annexure 'F' to Railway • 
Scrutiny of Defence -- by the P. A. C. instead 

of the M. A. C. 

Inclusion of acc:ount5 of All India Radio in 
Commercial Appendix~ 

Irnportanl financial irregularities he .reported 
. t:> the P. A. C. loon a1tertheir occurrence. 

Discussion of P. A. C. Reports on the accounts 
rl;lating to Pre-partition periOd by the Parlia· 
ment. . 

P'I (M. A. C.)/I94S-
+4-

P'lrl!I944-4S 

P'IS/ I944-4S 
R-sI194S-46 

P'70 !191S-46 

R·S;I 947-4-fj 
. tion) 

(Pre-pani~ 

f-3/ 194N8 
t,ion) 

(Post·parti-

1-376 
·I-40rl 

1-435 

lL.u6 
1-463 

1-518 

1-567-S68 

1-605 

·1-007 
I..():n 

1-654 

1·-666 

U-+'i-47 



INDEX 

APPROPRU'I10N AOCOVNTS AND AUDIT 
REPORT-eoneld. 

335 

PA'RAO'RA.,. 

Examination of the -- by the P. A. C. before P-4 8t P-3/1947-,.a (Post- 11-47 
presentation to Parliament. partition) 

Delay in presentation to Parliament of Railway R-5 8t P-5/First Report! II-52 
--. 1951-52 

Procedure lOr communication of draft paragraphs R-22 (i)/First Report/ II-69 
for the -- on Million. abroad to the Minis- 1951"52 
tries. 

Prompt action on irregularities reported in the R-26 (i)/First Report/ 11-73 
Audit Report. 1951-52 

Verification of facts includcxl in the -- R-37/Fint Report/195r-52 11-77-79 

Changn in the explanations for variations and Ann"'xu~ I (page 114)! 11-105 
the statement of expenditure appt".nded . 'Fint Report/1951-52 
to the--

Procedure for the preparation and submission of P-7 8t P-8/Fint Report! I1-111-114 
-- to Parliament. 1951-52 

Inclusion of a paragraph regarding remission of R-22/Tentb Report/ 11-213-1114 
outstanding demurrage and wharfage char- 1953-54-
ges in--. 

Presentation of Advance Audit Report in case R-2/Fifteenth Report/ 11-246 
of delay in compilation 01'--. 1954-55 

Expeditions compilation of.-- R-la/Fifteenth Report/ 
1954--55 

Preparation of Advance Appropriation Account. R-7 and R-8/Twmty 
~Iating to exceuea and pr~tation of Reports Fir~t Report/1956-57 
of Public Accounts Conunittoe. 

Ministries should obtain b, advance explanations P-229/Twenty-third Rc-
and comments on the irregularities included in port/1956-57 
the Audit Report. 

APPR.OPRIA'I10N AUDIT-
Comparing actual. with both the original and RI-4 and PI-70/1937-38 1-392 

final appropriations. 

AIUIITRA'I10N-
--tribunal to tonsiat of not less than three 

penons. 

Reference of cases to -- in which 'NO Claim' 
certificate hal been signed by the contracton. 

AaMY-
S" "Defence Services" 

AllDlBLY-

R-6(2)/I.947"48 (POIt-
partition) 

R-Ioll/Nineteenth Re-
port/19SS-56 

R-II/Fifth Report/19511-
53 

R-3s!Tenth Reportl 
1953-54 

R-8.4/Thirteenth Re-
porl/19M"55 

No re-appropriatlon should be propoeed in pJac- R-15/19111-:22 
, ing supplementary demada before the--. 

~ould Dot be aibd to red\ice grant already R-16/lggloQlI 
made. 

II-I¥.} 

11-1117-::1119 

11-237-1139 

I-I 



PAIlAOaAPH 

A.SSEMBLY~lIIItii. 

A Fant cannot be exct'Cded without sanction ~-18/I92HZSZ or the--. ll-16/1923-i4 

EMcess over tOlal ItlUlt be broUSht to the DOti« R-19/19QI-n 
of the -- with the P. A. Co'. recommenda-
tion. 

Expenditure on purposes not approved by the (Orden below) 
-- be brouirht to their notice through R-SZI/19121-1212 
Appropriation Report -- Exception. R-87/19sz6-sz7 

Should -- vote both gross and net grant. . R-127/19lZl-lZ12 
R-1I7/1~12-i23 
R4J..ufr!JQ4-liS 

Regularisationof ~ over Fants • 

Expenditure on 'New Service' be brought to the R-lZo/19129-124 
notice of the-. R-19/r9R4-fl5 

R-7/19126-127 

How 10IIIIeS of revenue be brought to notice of 1l-S8/lgsz3-124 
the Legislature. k-3S/1925-26 

Pleeenting to - a 8tMement of non-voted R.-a/l9Q4oflS 
supplementary grants sanctioned by F. D. 

Deliberate uadetllpendiftl under voted grants R-27/192S4 
for meeting non-voted axpenditure. 

---be given an opportunity to express their R-S9/1925~6 
views beCore a votable item IS dedared as non-
votable. 

Presentation of Supplementary Demaada or R,..g/19t6-!l7 
Grants tcr--. R-17/19117-118 

Procedure Cor considering the Report of the P. A. R-30/1 gil 7-118 
C. by--. R-u/19IlB-1I9 

Test for determining whether a specific vote of R-3i2/19i28-119 
the -- i. required. R-i28/19119-30 

Curtailment of ioCormation ill repId to Railway R-36/19S19-go 
receipts and expenditure ill • measure of 
retrenchment. 

A specific vote of-- be obtained Cor expenditure RI-1S/t931-3t 
even though -- is apPrised of sUCh expendi-
ture being inc:urred. 

AUC'nON SAl n--
Form and conditions of agreements • 

IiIalfttcaanee oCrecord ohlhhe biGIIM-

1-6 
1-171 

1-7 
1-18 

1...fi7-'fig 

1-33 

1-44 
1111 

1-151 

1-t5 

1-139 

I::a! t 



Awrr-
Should-b~ing tonot{ee .u ~I over trraats 

placed at the disposal of disbursing oftiten. 
Separation of Accounu from -

-- of CUltOl1ll receipts 

- of Railwaya man.,ed by Companies under 
contract and other improvements. • . 

-- to watch that expenditure on "New Ser-
vice" is brought to the notice of the Assembly. 

Irregularities noticed in local audit and inapee-
lion ofN.I.S.R. Department accounts. 

Local -- in Anny 

Communication of financial aanctioDJ to --

-- of rect!ipts and .tores 

--of Secret Service Expenditure 

Improving --otl Company linea 

-- to bring to notice of P.A.C. difficultiea in 
interpreting "New Service". 

Irregular procedure to evade --ObjectioDl 

Prompt dispoaaJ of - objettiOftl 

PAIlAOaAPI( 

1\.10/1923-2.+ 

R-2S/192S-24 
R-2S-24/19:3-25 
R-24/ 19115-
R-II/I947-48 (POIt-patti-
, tion) 

Para !I (Introduction) and 
R 2-S/1'hird keport! 
~~3 3/ ixtcenth Report, 
1955-56 

R-40-41/ 192S-2+ 
R-29/1~2&25 
R-1I0J6 21 (i)/1926-27 
R-19 1927-28 
RI-S6/1930031 
RI-13/193l,-34 
PI-1I9/19~ 'Il 
RI-8 an -23/1937-38 

R-6sil~3-1~ 
R-71/ 1925-2 

R-19!1924-15 

1t-ri-27!lgIl4-IIS 
R-15/1925-26 

R-4/ 1924-IIS 

R-25/1~2ta6 
R-IIo(? 21 (ii)/19116-27 

R-II9"S4- and 4S/1925"1I6 

R-2o(6) & 2r(i)/1926-27 

R-4r/192S-26 

R-7r/1925"!Z6 
R-!Z8/1~7-118 

R-21l-IIS/1926-27 

R-SS/1926-27 

R-3S/J!JQ6-27 
R-g/1947-4ft (Pott-
partition) 
R-S8 & P I 52/Fint 

Report{195 1-S2 

Co-operation between Railway Ac:countl .taft' R-28/J9117-118 
and Governments Examinen. R-24/1~8-29 

Reapon,ibility of Railway board and Government R-64/19R7-28 
Examinen in reapect of allocation of expendi-
tute. 

Retrenchment in Commercial Audit Department R-lo/1929"30 

:-- of Police Qodaiq and Equipment FUDda 8.1-1411930-81 
and similar fundt. 

"7 
PAoa 

1-33 

I-S6 
I~t 

11- Io-U 

II-I SO-1St 

II-Q81 

I-r--SS 
-1°7 

1-156- 157 
1-174-
I-!Z94 
1-325 
l-s69 
I-S94 

1-65 
I-ISO 
1-92 

I-fOr 106 
-lSI 

1-108 

1-IS7 
1-IS7 

I-ISi-:r4G 
and -148 
1-156-157 

1-148 

1-liC) 
I-I II 

l-rsS-l 59 

I-r~ 

1-169-

II-go 
11-79-84-

1-182-
1-11111 

J-QO~ 



PARAGRAPH 
AtJDIT --eOlltli. 

Collaboration between the test audit and accounts RII'12/193G-,1 
staff. in internal check of Railway 'and Army 
Accounts. 

Test audit of Railway tranaactions • 

Limitations ot-- in detectiDg fraud. 

-- of income-tax receipts 

. Result of audit and allocation of Defence Services 
expenditure. 

Dilution of staff and relaxation of--

RII'13(i)/193G-3 1 

RI'7 (M.A.C.)/ 19311'33 

PI'33/1936'37 
RI-8 and PI'37/1937'38 

R'1I (M.A.C.)/I 939-40 

R'7/19~1'4lI 
R'11I and P'IIO Bt III/ 

19411'43 
R'II Bt P·611/1945·46 

Accounting and auditing of grants made to pro- R'lo Bt P-Bg/1942'43 
vince! for expenditure on War Publicity. 

Delay in getting replies from M.E.S. to -- P'14(M.A.C.)/I94l1-43 
objections. 

-- requirements be dealt with promptly by R-JII/I943-44 
Administrative Departments. 

-- view should be accepted and acted upon P'21/1946-47· 
provisionally pending a decision by higher 
authorities. 

-- of the money seent on denial and other RII and p. TOll/I 942'43 
similar measures in Bengal. . RJI/I943'44 

-- of Statutory Corporations and Government RS, P6, P76, PI03 &'-P104/ 
Companies 1947-48 (Post·parti. 

tion) 
R'1I4/Fint Report/I 951-
52 R'5/Third Report/ 

1952'53. 

1'.1.01. 

1ooQ95 

1-2g6 

1-31e 
1-370 

1-394-395 

1-449 

1-521-523 
1-647 

1-519 

1-542 

1-661 

Large Spending Departments Ihould formulate R'lo/1947-4B (Post·par. 11-10 
comprehensive rules and regulationl in connec· tition) 
tion with administrative -- in their organita. 
tions. 

Separation of Treasury functions with --func· R.II/I947·4B (Post·par. II-Ie-II 
tions tition) 

-- of granta-in-aid by the Government of India 
to the Central Uoivenities. 

Separation of Accounts &om -- and Exchequer 
, control over Public expenditure. 

Vetting of Ministries notes/Memoranda by--
bd'ore lubmiuion to the Public Accounts Com-
mittee. 

R'36 Bt P"oo/Fint Reo- 11-74-77 
port/1951'52 

R'43/Fifteenth Report/ 1I~,,6HI62 
1954'55 

Para 5 (Introduction) It 
R'1I and S/Third Re-
port/1952'53 

R-63/Sixteenth Report/ 
1955',56 • 

R-7/Fifth Report/195l1-

" 

11-281 



PARAGRAPH 
AUDrr-_ld. 

Internal -- of accounts of the Embaaics andR-83lSeventh 
MiaioDl abroad. 1952-53 

Reportl 

-- of accounts of the Council of Scientific and 
Industrial ReJCarch by the Comptroller lit 
Auditor General of India and the submission 
of the audited accounts and the Audit Report 
to Parliament. 

Introduction of the Adminiltrative Audit System 
in the various multipurpose River Valley pro-
juts. 

Verification by -- of the reasonableness of the 
pric~ charaed by the Automatic Telephone 
&: Electric Oompany Limited. 

Appointment and functions of Chief Technical 
Examiner for large spending Ministries and big 
projects. 

Proposal to delegate powcn to ofticcn at various 
levels to dispose of-- objection •. 

-- of accounts of the VilVa Bharati University 

-- o~iections should nol be dealt with by the 
officcn r~poneible for the irregularity. 

The officcn should not put forth as a plea for any 
act of irregularity committed by them, the fai-
lure of -- to detect it. 

AUDIT DEPARTMBNT-
Retrenchment in Commercial --

R-86/Seventh 
19511-53 

P-134/Seventh 
1 9511-53 

R-66(ii)/Tenth 
1953-54 

P-57/Eleventh 
1953-54 

Reportl 

Reportl 

Report/ 

Report' 

R-41l/Fourtr.enth Report' 
1954-55 

R-43/Fift~nth Report' 
1954-55 

R-#'Fift~th Reportl 
1954-55 

R-40ISixtecnth 
1955-56• 

Report' 

Retrenchment, re-organisation and reform in -- RI-361 I 930-3 I 

Dilution of Ktaft" and relaxation of audit R-71 1941-42 
R-III and P-llo-lIll 

I 9411-43 
R-II and P-621194S-46 

A. G. be consulted about audit and accounting R-II and P-6l1l I 945-46 
arrangements before undertaking new schemes. 

Measur~ to improve efficiency of the --

AUDITOR GENERAL-
Reporting excesses over the lower 

fixed by F. D. for control purpoees. 
maximum 

p-I.It!1947-..a (Poat-par-
tltlon) 

339 

PAGE 

11-184-190 

11-2211 

11-227 

1I~~47 

1I~61-262 

11-263 

11-275 

1-:138 

1~94 

I-,.as 
1-521-523 

1-647 

.1-647 

1-3 

Reporting cases of expenditure incurred on pur- Orders below R-2111g21- 1-6 
poles not approved of by Assembly or S.F.C. 1I11 

Undue application of powers ofre-appropriatioD R-2111922-23 
be brought to notice by --. 1-16 

Bringing to the notice of Auembly expenditure R-19Ir91l4-i5 I-gll 
on 'New Service'. 

Reportbag case. ofirreplarities in contracts 

, 



340 

PARAGRAPH 
AUDITOR GENEJU.L...-.-td. 
-- to furnUh to P.A.C. a Memoraadum OIl 1l.,I/ISl27-ua 

doubtful cases of 'New Service' --Discon- RI -11/1932-33 
tinued. 

--'s consent and advice a pre-requisite for re- R-5(M.A.C,)'I~-43 
laxation of normal works procedure. 

AtrI'OMATIC TELEPHONE AND ELECTRIC 
COMPANY-

Verification by the ComptrOller:and Auditor R-66(ii)rrenth Report/ 
General of the reasonablene. of the prices 1953-54 
chalpi by -. 

B 
BALANCES-

Review of Provincial--

Utilisation of-- in General' Reserve Fund P-63/1944-45 
LighthoUICII 'and' LightshiJIII. 

Store~--in the P. &t T. Department 

Vt'rificationof Ground -- of Mililary storea 

BA..LANCE SHEETS-
See 'Accounts-Conunercial, Appropriation Ac-

(',ounts and Audit Report'. 

BENGAl.. PILOT SERVICE-

Heavy Repairs Reserve for--

BIA.CKUSTlNG-
• 

P-74"945-46 
R-llS/Fifth Report/ 

1952-53 

P-II/19~7-48 (POIt-
partition). 

--of contractors who fail to refund the amounts &oils/Seventh Report/ 
paid to them in exce... 1952-53 

---' of contractor. with bad record and circulation R-18/Eighth Report} 
ofthelisttoall Ministries. 1953-54 

BORROWING-

--money from a Municipality to meet expend i- R-4B/1923-114 
ture debitable to Government is irregular. • 

BUDGET-

See 'Estimate'. 'Grant'. 

8U1LDING(S)-

Houlcabuiltfor oSeen of higher .talus should R-37/191l4-.S 
not be allotted to oSicns of lower Sialul. 

RepairsloP. &t T.-- . 

Hiring of a private -- for Railway use 

P.,)icy for construction of - by the Posts at 
TdSegraph. Depanment. 

R-IIS/192 7-IIS 
'R-17(v)/Second Re-

port/I~61"511 

11-36/Fifth Report/ 
IIt~a-:;1 

PAO. 

1:S56 
11-154-155-

1-375 

1-39 

1-.110' 



INDEX 

8USlNEIa VEIlIUS PUBLIC INTEREST-
Terms of employment of officer. drawn from busi- R-II (M.A.C.)f 1940-41 

neas houses. 

CANTEEN STORES DU .... TIIIENT-
Setupof--

Ca\ftTAL-
Charging stores to--in Railways 

Estimating -- expenditure on Railways 

c 

&-40/i_teenth &eport/ 
1954-55 

R-40/19~1-~~ 

R-8/1923-24 
a...14J19il1 .... ~5 
R-II/19il1 7-28 
It-21/1928-29 

Importance of correct estimating of--expend i- It-8/1925-26 
ture. 

G.I. to examine financial prospects of projects, 
financed from loans to be granted by them. 

It-351 I 929-30 
RI-12/1930-3 1 

Clanification of expenditure incurred as a matter PII-19/1931-32 
of policy but admiued to be uDjustified finan-
cially. 

Allocation of expenditure on rolling stock on com- RII-lo/1932-33 
pany-managed railways. 

Write oft" of--repres~nted by assets not in use PII-9/1932-33 
or by no tangible assets. 

Allocation of Railway Works expenditure bel- RII-g/1934-35 
ween -- and Revenue. 

Reduction in-at charge of Railways consequent RII-8/1935-36 
on adoption of statutory rate of exchange. 

Retaining seYeralgor.nt~for --expendiRire and lU-8/193!t-36 
a-head for expenditure on the commutation PI-21/1936-37 
of pensions. 

Chargin~ unremunerative expenditure to 
R.evenue. 

Providing a fund for-- Works expenditure. 

Providing a Development Fund for Railway--
expenditure. 

Allocation of expenditure on abandoned projects 
written back from--. 

Improving return on --invested in Railway 
residential building •• 

Accounting of premium reaivcci from' BaroCla 
Government on purchase of Tapti Valley 
Railway. 

Goodwin .bo\Iltnot betallen '&I....oemployed 1ft 
calculating profit. 

PI-23/ 1936-37 

RI-6/1936-37 
al·6 )2ndlub-para)' and 
PI-51 1937-38 

RII-4/ 1936-37 
RII-4/ 1937-38 

RI1-9 andPII-43/1937-38 
P-7/1938-39 

PII-36/1937-38 

P-II/I'942'4~ 

&., (lShub-para) M.A..C. 
P-1I4(M.A.C.)/1943-44 

341 

1-13· 

1-32-
1-76 

1-173 
1-219-

1-121-

I-Sib 

1-321. 

1-357 

1-3!13 
1-369 

1-367 

1'-393·394 

1-378 
1-410 

1-418"'+19 
1"'439 

1-425 

1-533 

1-,66 



lNOEX 

.cAPITAL-cOIItd. 
--expenditure on expansion of Jubbulp<lre 

Workshop. 

PARAORAPH 

P-26 (1St sub-para){1944~ 
45 

Con trol over -- grants and surrender of funds R-13 (/I) /Fifteenth Report/ 
thereof. 1954-55 

'CAPITAL OUTLAY ON NEW DELID-
Exhibiting recoveries from Railways, P. & T. and P-104/1943-H 

War Estimates in running accouqlof--. 

oCAPiTAL (ITATEMENTS)-

--should show book value and not actual value PII-28/1936-37 
of Railway assets. 

1-.610 

Purchas.~ of a -- by High Commiuioncr R-1I6 (iv)/First Report/ 11-73 
without prior sanction of Go\·ernment. 1951-511. 

• 
Regarding --§ales in India Stationery Office, P-33/1947-48 (Pre-parti-

C.lcutta. tion). 
1-667 

Procedure for handling -- and postage stamps R~52 and R-S4!Twenty-
etc. in the Head and Branch Post Offices. second Rcporl/1956-57 

Periodical verification of-- balances with the R-57 & R-58/Ninth Reportl 
Imprest Holders. 1953-54. 

11-203 

CASH CERTIFICATE(S)-

Embezzlement of the sale proceeds of Postal R-'''-45and R-47/Twenty-
Certificate. second Report/I 95C)..5 7. 

CASHIER.(S)-

Furnishing of see uri ties by--in thefonnofboth R-1I2/SeventhReport/1952- 11-165-168 
cash and property. 53. 

-- subsidiary Accounts of the Central Re-
.earch Inltitute, Kasauli. 

CENTRAL TRACTOR ORGANllA110N-
Working of the--

ClENTIU.L WATER AND POWBR COMMIS-
SION-

R-79/Sixteenth Report/ 
1955-56• 

R-7and P-78/1947-48 (Post-
partition) . 

II-~8 

Functionsofthe--andChairmanofthe-- • R-go/Sixth Report/1952- I1-16t-163 
53· 

Functions of the --

CENTRAL 1JNIVERSITIES-

• P-131/Seventh R(~port/ 
• 1952-53. 

Audit of /Jrants-in-aid paid by the Government of R-,6 and P-loo/Fint R.eport/ 11-74-77 
,of ladla to the--. 1951-52. 



PARAGRAPH 
CERTlnCATE'(S)-

Perfunctory lign~ng of--and Itatements 

Formof--of Secret Service expenditure in En- R-41/1925-26 
gland. 

Reference of C&Sea to arbitration in which "No R-IJ/FifthReport/1952-S3 
Claim" certificate had been signed by the con-
Iracton. 

ClBECK-

-- of Dead Stock Registers 

--of CUltoms rrceipt •. 

---' over current purchases of stores (P. &. T.) 

R-3S/ I 922-113 

R-40-41/1923-24 
R- 1iI9!191Z4-115 
R-IIo(6) &.111 (i)J1926-27 
R- 19/ l g27-118 
Rl-36/193O-3 1 
RI-13/ 1933-34 
Pl-29/ 193(;.37 
RI-8and PI-23/1937-38 

R-65/1925-1i16 

Inlt'rnal--of Army and Railway accounts • RIl-12/1930-31 

ClIUB TECHNICAL EXAMJNER-

1-24 

[-:W55 
r- 107 

1-156-157 
1-174 
1-294 
1-325 
1-369' 
1-394 

1-'49' 

1-295-

Appointment and functions of--for large P-S7/EJeventhreporl/1953-54 II-22T 
spending Ministries and big projects. 

CIVIL AVlA.DON-
Subsidy given by Central Government for--. P-51/1945-46 

Pro"hion lor ma,jor works should be made in con- P-37! I 947-48 (Post-parti~ 
sultation with P.W.D. tion). 

CUSSMCADON-
See under 'Accounts' 

ClLASSInCA'110N, CONTJlOL AND APPEAL 
RULD-
Amendment of -- to secure prompt discipli-

nary action against persons responsible for 
irregularities. 

R-I and P-40/'946-47 1-6S8: 
R-2 and 4/'947-+8 (Pre- 1-664 

partition). 
R-+8/-First Report/ 1951-52 U-88-g0. 
R-S7/Scventh-Report/ II-I 70-171 

1952 -53. 

coAt RATES-· 
Intimation of revised -,- hy the Coal Comr»is- R-17 (iii}/Second Report/ 

~ioller to the Railwav Administration. '951-S1i1 

CODES, MANUALS, ETC.--
Revision of Sea Cu<tom~ Act • R-30 / 1924-!l5 

R-.6/1911!)-26 

Simplification of Army Regulatiomand pl't~para-· RI.3 (M,A..C.)/193 1-3!1 
lion of ba.~ic rull's for variou.~ classes of person- P-23 {M.A.C.}/1939-40 
nel. 

Rt'ducing the size c..f Railway Co<U:s. 

11-.2& 

1-107 
1-'133 

1-308 
1-459 



PARAORAPH 
<CODES. MANU.u.s, ETC.-collltI. 

PAOli 

An introduction cOlltaining precepts from certain P-4'1947-.. 8 (POIt-parti-U-SI 
ancient Hindu book. ~ added in th~ variou., tjon). 
Public Account Codea published by the C. It 
Ar. G. 

Procmure regarding subminion and di.posal of R-2o It R-24/ Fourth 11-144-147 
case.. Report/1951l-,53 

oC01·lilDD" 
·Commercial accounts of-- worked by Railways R-7o/1927-:z8 

R-13/1928-19 
P-49/191l9-30 
Appendix VI /1934-35 

(Part-II) 
P-69/I~t7-48 (PCBt-

partitIon) 

Railway -- should not be 10 worked as to sub- RIJ-g(3rd sub-para)/ 
sidise coal industry. '933-34 

-Charging value of coal lupplied by _. to Rail-
ways owning them and to foreign Railways. 

Adjustment of losses all Railway --

.cOMMERCIAL ACCOUNTS--

See 'Accounts', 'Appropriation Accounts and Au-
dit Report'. 

·COMMI'ITEE--ESTIMATES-
Functions of P.A.C. and-- • 

R-21/1941-42 
P-2(itml 1)/1942-43 
P-4(5th sub-para)/1944-

45· 

PU-14/1937"38 

1-206 
1-207 
1-280 
1-348 
11-43 

1-331 

1-495 
1'-530 

1-604 

1-422 

• J\nnexW'e 1 to Appt::Dd.ix 
XLIX/First k:epou/ 11-106-111 
' 951-52 • 

-COMMITJ'EE-FINANCE-

Expenditure incurred on PW'pOIlCS not .1!PProved Olden ~Iow R-III/I-g21- l-6 
by Assembly or S.F.C. be brought to P.A.C. '. 22. 
notice by Ar. G. 

Advance indeata for Railway .torea . 

Approval of-- nec:eaaary for DeW aad important R-20/lg23-24 
items aot cont«nplatc:d in budget. 

Functions of Railway -- in respect of larm of R-6g/191l5-116 
Railway Demands for GralUl. R-47/19117-:z8 

-- to consider Wei of ' New Service' in theH~ R-22/19~7 
of case law evolved by the P.A.C. Il-S9/IgIl7-28 

.coMMJ1TEB.-GENERAL-
Classification of expenditUi'c approved by Legisla- R-30/lg21-22 

ture or by Governmeat. 

Eumination of cott accowuiDa I)'IteJD ill Army 1l·57/1913-24 
by a special --. 

lnJl.itution of &--to cc-ordinate purch&&c:s of R-:ZI'19IS-26 
"ores for variow Depar.lIICAla. 

1-19 

1-... 

1-150 
I-aoo 

1-158 
1-196 

I-Ill 

1-66 

1-135 



(lOMMITI'BE-MlUTARY ACCOUNTS-
CoDititution of.--and its subsequent dis- R-31/19R9-~ 
10Iution.R-3/1945-4fi 

COMMITI'EE-PUBUC ACCOVNTS-
Reportingto--ccceaesover lower maximum limit R-18/1921-22 

fixed by F. D. 

-- to examine excesses over grants ~fore being ~ R-19/192J-22 
brought to the notice of Assembly. 

Representative ofa local administration to appear Orders below R-g/J922-
before - wben necessary. 23. 

Extent to which -- is competent to deal with R-38/J923-24 
receipt~. R-29/1925-26 

How loaes of revenue etc., be brought to the R-38/1923-!l4 
notice of--. R-3S/1925,26 

Form of Dcman.ds for Grants and Appropriation R-9/J924-25 
Accounts primary concern of --. 

-- to report to Assembly cases of deliberate R-!l7/1925-26 
undcr-apending under voted grantl for meet-
ing non-voted expenditure. 

-- be given an opportunity to expreSl their R-59/J925-26 
views before a votable item is declared as non-
votable . 

. Audit to bring to not ice of-- difficulties in in- R-22-23/19~6-2' 
terpreting 'New Servicc'. 

Report of -- once made cannot be unmade by R-30/1927-28 
anybody . 

. . Procedure for cOlllidering Report of -_ .. - by As- R-30/1927-28 
sembly. R-II/1928-29 

Disposal of --'s Report by Government --
discontinuance of omnibus resolutioll5--
quarterly statements for members of the com-
mittee. 

(Orden below R-30/19lI7' 
28). 

R'II/1928-29 
R-IU/19119-30 

.FUDCtiOll5 of -- in respect oCform of RaHway R-47/1927-28 
Demands. 

D.C.A.'s note to -- for examining the accounts R-14/1928-29 
of Commercial concerll5 • 

. Duty of-· - in respect of Railway accounts and R-II-14 and P-g2-g6/ 
pre~ration of Financial ConuniSlioner'. 19119-30 
ReView. R'1I5/19lI9-30 

.Prompt action on --'s recommendations em· 
phasised. 

R'21/1929-30 
RII- 15/ 1933-34 
R-gil!)44-45 
R-3iJ/Flfth ReportlI y,s2' 

53 
R-5 {lAtrO<hu:tion}/ Six. 

teenth Report/1955-56 

i"uw;uona 01 - ia. re.pe~ of Arm.y Appropriao- R-31/1929-30 _ Report. 

1-14 

1-5rl 
1-139 

I-S~ 
1-14J 

1-67 

1-139 

1-149 

1-183 
1-2°7 

I- IB5 
I-a07 
1-257 

1-200 

1-208 

1-257 
1-335 
1-590 

n-ISB 

11-271 

l-a60 



INDEX 

PARAGRAPH 
COMMITI'EB-PUBLlC ACOOVN'I'S--cOlltd •. 

-- meetinp be held in private. Method of pub. P'1311929'30 
Babing the proceeding. of the Committee. 

Printing and publication of verbatim record of. PU-19/1935·36. 
evidence and discussions of --. R1I/194o'41 

Supply ofcopie. of Central Fill1Ll1CC Accounts to P['17/1937'S8 
members of --. 

Scrutiny of Defence Appropriation Accounts by R'3/19~5'46 
-- instead of MAC . 

. Important financial irregularities be reported to R'~/1947·+8 (Pre.parti. 
--soon after occurrence. tlon). 

Discussion of P.A.C. Reports on the accounts reo P-3/19.7-+8 (Post-parti-
lating to Pre-par. ition period in the Parliament. tion). 

Examination ofthe Accounts and Report by the P"4 & P-3/1947'48 (Post. 
-- before presentation to Parliament. partition). 

Audit of receipts . P-6/1947-4B (Post-parti-
tion). 

I-!J~~ 
l-otbO 

1-666 

If-47 

Form and structure of the Report of-- and con- P-3/1947-48 (Posl-parti- 11-48-31 
sidcration of Finance Accounts. tion). 

Presenee of the representatives of the Minhtrie. at R-72 & P-871 Fir't Re- 11-103-104 
the meetillgll of the --. port/1951'52 

Disclcaure to -- of the names ofofficen respon- P-167/First Report/1951-52 11-104 
sible for irregularities. 

Functions of -- and Eatimare. Committee. Annexure I to Appendix 11-106-111 
XLIX/Fim Reportl 
1951-52. 

Form and structure of the Report of the ...... - and Appendix Ll/Firsl ReportJ 11-114-116-
scrutiny of the accounts of Revenues, Borrow- 1951'52 
iJIgI, Public Debt, etc. 

Vetting of Ministries notes/Memoranda by Audit: 'R-7/Fifth Rcport/'952'S3 
belate submission to the --. 

Examination of the accounts of the Hirakud Dam R-2, 3 & 4/Sixth Reportl 
Project by the Omlral --. 1952-53 

Notes/Memoranda for -- to be signed by Sec- P'249/Seventh Report! 
retary or Joint Secretary. 1952-53 

Implementation of the rccommcndatiOtl!J made R-55/Tmlh Report! 1 953-54 
by the --'-. . . 

11-148 

U-Igc> 

1I-21t. 

Presentation of Lhe Champll.ekar CommitLN" Re-
port on the Mahanadi Bridge (Hirakud Dam 
Project) to Parliam~nL before consideration by 
thc--. 

P-I6-19/Eleventb Repllrtl I1~1I1l5-227 
1 953-5'!-' 

Review of outstanding items of previous reports 
of -- procedure in reporting. 

. Scope and extent at' control by the Central Govr., 
over Bhakra Nangal Project and tilt, juri.dic-
tiOQ ofCentral--to examine its Accounts and 
Report. 

P-23.'i/Thirtecnth Report/ 
1954-55 

R-S and PI84--186/Fifteen. 11-1lt8-:Z50 
tb Report/1954-S5. 



COMMIT'I'EE-Pl18UC ACCO~. 
Repraentative8 of the Ministries appearing be. R-106/Nineteenth Report/ 

fore -- should pOSIelS C(\I'rect and relevant 1955-56. 
facti. 

Preparation oC advance Appropriation Account. R-7 and R-8/Twenty-fint 
relating to excesses and presentation of Reportl Report/1956-57. 
of-.-. 

Entrustill, work relating to the -- to a senior Paragraph 5 (Introdueo 
officer In each Ministry. tion) Twenty-third Reo 

port/I 956-57. 

An.werabiliry of the Central Govt. to the --
for detailed operations or the contract8 entered 
into by State Governments within the rrame 
work or a contract prepared by the Govt. of 
India. • 

Ministries should obtain in advance explanations 
and comments on the irregularities included in 
the Audit Report. 

OOMPENSAll0N-

R-8~rrwenty-third Re-
port/I 956-57. 

P-1il1il9/Twen-tythhd Reo 
port/I 956-57. 

Payments on account of -- should be paid only P-iil4/1947-48 (POilt-parti-
on the authority of the certificate of tion). 
the Military authorities requisitioning the 
land. 

Period ufrctcntion of files relating to -- claims P·190 and P-191/Tbirtee. 
on Railways. nth Report/1954-55' 

OOMPTROLLER. AND AUDrrOR. GENERAL-
Before Statutory Corporations involving financial 

conunitntents are created, the --be consulted 
in regard to the provision for accounting and 
audit control. 

R-8, P-6, P-76, P-IOS I: 
P'104/1947-48 (POlt-
partition) . 

R'lilt/Fiat Report/19SI-S1 

347 

Working and Audit of Private Limited Campa- R-s/Third Report/19Siil-SlI Il-138-143 
nics. 

CONCESSlON8-
Sanction of G.'. neceuary for free UIC of trunk R-1I8/lgiil6-1il7 

telephone line by a fitnl having businea tranaar:- R-IilO/19iil7-iilB 
lions with P. &: 'r. Departntent. 

Railway grain Ihops -

Irregular -- to contractors 

• P-8/Ig,p-43 

• R-~7(3)/19~6-~7 
P-~I (lie lub-para)/I9H-

45· . 

Curtallinc - on multiple 
TelecrllDl. 

addreu prell RI-Io and PI-76/1936-51 
RI-II andPI-76/1937-38 

OONSOLIDATED FVND OF INDIA-
Exhibition in accoWlts of adjustntentl between 

the -- and the Public Account regarding ex-
penditure rrom various Reserves created out of 
Railway revenues. 

Inclusion oftbe transactions olthe Steel Equalisa-
tion Fund in the --. 

COh"TIHGBNCY PVND-
Star 1llI _ in India • 

23-5 Cornpt. A. G./56 

P-Iog/fenth Report/ 
1953:54 

P-~32/Twenty·tbird R.ep-
port/1956-57· 

1-53t 

1-1611 
1-608 

1-368 
I-3~7 



Drafting of - aauJaqutiny or l'Mcs 

lluIn and procedure for giving out --. 

ll-18/19~oQ5 
ll-13/ 1925-26 

(Order. below R-IS/191+-
25)· 

ll-13/1925-26 
R-27/1~6-17 

ScNtiny into4inlllciaJ status of finas or .contrac- R-ll/192S-:z6 
tors before - are pven. 

Conditions of-- lDust be clear and definite • ll-13/192S-26 
ll-a7(1)/1926-2~ 

-- should not he given without agreement u R.-J3/192S-26 
to price. 

Ar. G. to bring to P.A.C.'s notice irregularities ll-13/J925-116 
in-. 

Prompt steps be taken to revise terms of - if R·£I7(1I)/J9a6-117 
found defective or contrary to original intention. 

Irregular COBOIIMieu to COIltrac:ton • R-27(3){1916-£I7 
P-SII(ut sub-para)il944-

45· 

R-27(4)/1926-2 7 
P-III (lind aub-para) 
M.A.C./I94~-44· 

P-17(MA.C.J/ 1944-4S· 

Lump sum -- though advantaceous but not R-!Z7(6)/1926-£I7; 
entered into be mentioned in Appropriation 
Report. 

Relaxation of terms of agreement ·1ho1lld not be llll-1I2 &. 26/1930-31 
'aU~ in Railways witheut the advice efOhief 
Accounts 06icer. 

Agreement for - and nt.equent modificatiolll llII-1I7! I 99G-3 I 
should be in writing. 

Form and CQDIIfitioai of qreements • 

PAO. 
1-60 
1-:91 

1-1116 
J-162 

1-91 
1-1g6 
1-162 

1-126 

1-1611 

1..,1199 

Lump IUID -- cannot be bued upon a pre- P-g(M.A.C.)/1939-40 1-458 
vious one unlea the work is completely 
idcatical. 

Placing independent orders fOl"jutc andjllite goods P·III (M.A.C.)/1!HO-41 '1-489 
instead of through the Jute Adviser to Govern-
meat. 

Centralising information qudlns rates paid for P-9(M.A.C.)f1941-4£1 1-513 
worb executed by M.E.S. 

... R-JJ (M.A.O.)t 194-1"'4'1 
P.24{M.A.C.)/1!WZ""43 



PARAGRAPR 
ClONT'RA.CT8-GENEB..U.-conIJ. 

iMatcria1 fer ebec:king---...bould be COlllel'ved • P.IO(M.A.C,)li9+I.~ 

·Commenclq wodt on verbal undeatandiq that P.u(M.A,c.)/I9+1-42 
lump sum erice.·wouldbe settled by aegodatlon 
after completion of the work. 

Syltem for .plaeiug - in MUitary Department R-6(M.A.C.) .and Poi 
{M·A.C·)/'948-4-S· 

No work of any kind should be commenced with-
out prior execution of contra,ct documents --
exceptional coune requires approval ofliaaneiat 
authoriuel. 

Advance payments to contractors. • R-8(M.A.C.} I r 943-44 
R-lo(M..A.C·)]I944-+5 

1-526 

I-SIZ4-
1-527 
1';"573 

U-28g 

1-56.4-
1-603 

Goodwill should not be taken as capital employed R-g( lit tub-para) M.A.C. 
jn calcu1aalll profit. and P-24(M.A.C.)/J94:N4 I"S66 

Inspection of books of companies and firm, for R-9(3rd sub-para) M.A.C. 
purpose of cost investigation. 11943-44. 1-567 

-- should provide that if costs arc increased or P-U(15t sub-para) M.A.C. 1-51)6 
decreased by an Act of Legislature the con- 11.943-~ 
tract price .hall be correspondingly varied. 

Abolition of 8yateDl of -- employing labour 
through contractors in Telegraph Workshop, 

. Alipore. 
Civing the 'yatem of employing agents instead of 

contractciV' for Government purchase. 

Legal advice be taken before cancelling --

Standard contract forms should be drawn up and 
contracts entered into after obtaining legal, 
financial and technical advice. 

Arbitration by a Tribunal ~onJisting of not less 
than three persons. 

P-3011947-48 (Pre-parti-
tion). 

R-6(i) and R-17/1947--t-8 
(Post~partition) 

P-t67/Ninth Report/ 
1953-54· 

R-6(1I)/I·947--t-8(Post-par-
titian). 

1-618 

1-666 

11-5-6 

11-207-209 

II-6 

R-102/Nincleenth Report/ 1I~97-298 
1~5·56. 

Railway Administrations should draw up Itandard R.-'7/1947·,.a(Poat-parti- 11-6 
forms of Agreements with the approval of the tion). 
R.ailway Board after ~I legal and financial 
advice. . 

Agreement with Air India International Limited P-34./194748 (Post-parp. 11-39-40 
tion). 

Losa due to change in specificationl after placing R-33/First Report/ 1951-52 n-74 
of orders. 

"Cost-plus" - .hould be avoided except. wlleft a-13JFinh Ileportj f9SIl-U 11-149-150 
inevitable. 



850 

CONTRACT~. 

Rccovery fro,. contractors emg,lo~ed for tAc 
. handlmg of treasury wor~n t e OIt Oftic:ea. 

IAN in import of Ferdlizers due to purclla,te 
through intermediaries and 1I0t on Gover~ent 
to Government basis. 

1t.·'7/Seventh Report/ 
I 951l-53. 

Black listing of contractors,and circulation uf tbe R-25/Seventh Report/ 11,..168 
list to aU Miniatrics of Government of India. 19i2-~3. 

Rous/Eighth Report/195S- 11-192 
1954· 

Payrucnts by All India Radio to ihe Slews agen- R°.f.6/ Seventh Report/ U-173-174 
des should be made on the wOl"dage. 19511-53. ' 

Irregular tranafer.·of-- Para-3 (Iniroduction)/ 11-191 
Eighth R~port/1953-5+ 

Splitting up of big -- involving sale oC goods R-17/Eighth Reportl 11-191-192 
into aizeable lots. 1953-54. 

Verification of the antecedents of the tenderers R-18/F.iahth Report/ "II-lg2-19S 
and black listing of contractors with bad records. 1953-54' 

l'aysneuts relating to scttlc=ent of c:ascs out of k-.f.6/Nmth lteport/ 
Cgurt. '953-54' 

1I-::I00-201l 

Comprehensive procedure should be laid down to R-30/Tenth 'Report/ 
cover cases where nc5t'mal rules .cannot be 1953-54. 
followed. 

Provision for future revision of agreement • R~68/Tenth Report/I 953°54 

Challging of specifications in a -- requires sane-R-3/ Twclt'th R.eport/ 
tion of the Head of the Department. 1953-54. 

° 'Concessions in -- to be made not through e:l[- R-57/Thirtecnth Report! 
change of letlen but by making specific provi- 1954-55. 
sion in the original or supplementary agreement. 

II-1137 

Letter of Intent ahould be collUIlunic;ated to R-34/Fifteenth RoportJ' 11- sz60-261 
Audit. 195+-55. 

Warrallty dausc should invariably be provided ao+9/l"ifteenth Report/ U-1163-265 
in --. 1954-55' 

Oflicen BCnt abroad for procuring lupplies etc., R-so/Fift.ccnth Report/ 
should associate with the Head of the Supply 1954-55. 
Mission before starting direct negotiatJon~. 

Proposal to inaert a mandatory clause in -- R-551 Fifteenth Report/ 
whereby the contractors sh01.lld netiJY vacancies 1954-55. 
to the Employment Exchanges. 

Legislation to review concluded contracts and to R-go/Fiftcentb Report/ 
effect recovery of overpayment. 1954-55' 

AnswerabJ.lity of the Central Government to the 
Central P. A. C. for detailed operations of the 

.. ·CIOJltrac:tI, entered into by State Governments 
within the framework of a contract pllCpared 
by the Goverwnelu of India. 

R-82/Twcntythird Report 
11956-5'7 



INDEX 

CONTRACTS-PENALTIES-
A civil suit agaimt a contractor mould not ~ R-Q7(S)/19116-117 

withdrawn wiLhout.the .auction of competent 
~uthority. 

--should not be given wifhout inviting ten-
den. 

R-I 8/1 9114-115 
R-J3/19I1S-\16 
R-27/ 1926-117 
RII-1I5/1 930"3 J. 

Irregularities in aca'pting tenders be reported R-13/'925-\16 
to P. A. C. by Ar. G. 

Rllp1acement of contracts on actual co.t plus R-S(M. A. C.)/1939-40 
profit basi, by contracts at fixed prices. 

GuardiIlJ against high rale.'! where non-competi- R-S(M. A. C.)/1940-41 
tive smgle tenders and negotiated -- are 
accepted. 

.351 

1-91 
1-1t6 
1-1611 
1-299 

1-126. 

System wr placing' -- in Military Depart- R-6(M. A. C.) and 1-'526 
ment. P-6 (M. A. ,C.)/194.11-43. 

Schedule of rates in M. E. S. and transfer of P-13(M. A. C.)/I942-43 1-541 
Chief Technical ExaminerfromQ"tarter Master 
Gt-neral to Engineer-in-Chief. 

Ex.."atia paymmt. to contractors 

When only one approved COITtractor tende-tl for P..g 1 (4th 8ub-para)/I944-4!1 1-60g 
a work. frellh tenders sbould be invited unless 
the work is very urgent. 

Verification of antecedents of tenderer. and R-18/Eighth Reportl 11-1911-193 
blat'.k lilting of contractors with bILd record~. 1953-54. 

CIONTaOL-EXBCtJTIVE-..OV UPEND .... 
'nJRE-
F. D. to fix a lower maximum to the spending R-Ja/J9I1r-1I1I 

Departments for control pUrp<l!Ies. R- r 2/1925-\16 

Funds should be obtained before expenditure i. 
In<:urrro. 

R-IIO/1921-211 
R-III/19R3'1I4 
R-6 and P-6I/1945"46 
R-4/1947-4B (P<l't-parti-

lion). 

Preventing excess expenditure by limiting money Orden ~low 
issues. R-IIO/19!l1-1I2. 

Responsibility fol' excess CJq>enditure under R-IIO/lglIl-R2 
each vot~. 

1-3 
1-125 
'1-4 
1-35 

1-639 
II-I-3 

1-5 

1-4 

-tour expenses of Members of Executive R-II9/lgII1-:Z:Z I-II 
Council. R-Io(item R)/1925-116 I-TIIII 

Every I?ePa!'tm~t should watch all expenditure R-35/IJlIII-1I2 1-12 
. wbetber direCtly incurred by it or by an a,ent R-15(w)/Fint Reportf II-54 

.cUD, on its bdWf. 1951-511. 



SSt! 

Control from headquarters of expenditure in R-9!J922-113 
local areas. R-24!1923-24 

Record of c1aIIification on bills by drawing R-II/1922-~ 
offiCl:n. 

~h Commisaione,"~ powers of re-appropria- R-26/1922-23 
tlon. 

Principles for preventing exce88e1 over grant •. 

Financial control over non-voted expc:ndituro 

Wa.tching p~ of expenditure by administra-
tIVe autOOrltlCS. 

SC'.paration of audit fTom accounts facilitated 
-control over expenditure. 

R-32!1922-l13 
R-.u! 19IZ3-1I4 
R-6/19I1¥l1S 

R-'B/ I 9!lS-1I4 

R-19 &: 111-25/1923-24 
R-lI2/1~4:'IlS 

Appendix VlIt/,,*, 
35 (Part I) 
Appendix V/193S-36 
(Pairc I)_ 

R-23/l 923-24 
R.-:aS-~!I9l*25 
1l-g,tb9lZ5-1J6 
R-19!rga8-29 

Submillion of periodical atatements of expendi- R-1I4/1923-1I4 
ture to facilitate watching prOffteV of ~i. 
ture. 

Late allotmetri eX funds undesirable 

ae,utariaatioa of ex£«'.UeS diId-=d -after expiry 
of the year. 

R-IIS! 1923-24 

Paragraph 12 oEG.I. Ile-
solutioa dated 1-6-!zi 
below R-26/rgasw24 

R-IIJ-211/1924-25 . 
Preventing cxcesses due to var.iati.ona in percent- R-S~/~3-24 

age. for t'lIltablishment and tools and plant. 

--in P. and T. Department 

1-1.8 

1-82 
1-51 
1-67 

1-3lio 

1-35-37 
l-ga 

l-3to 

1-354: 

1-36 
I-~ 

1-219 

I-sCi 

1-37 

I-,&--

1-94-95 

I~60 

Payments to Provincial Government. for Agency R-Io (item 3)/1925-26 1-123 
functions. 

Control over works expenditure in Railways. R-80/1926-27 1-170 

Ite-.appropriationa ahould be IIIIftctioned as lOOn R-41/19117-1I81-1907 
, as nccessity for additional expenditure is fore-

seen. 

--undertaken by one department on behalf of R-4B/19lI7-1I8 I~20t 
another. 

Budgeting and control 0"" worb expcndi-hrre JU..27/I !lJO-S I 
R-7/ 19¥l-41 
llll-13/1941-4!l 

Devising a procedure to meet special difficulties RI-6/1935-36 
involved In budgeting for works expmd.iture. 

Latest actual. to be Itudied before pretentinj a" IU-S/I!)S6-37 
supplementary dcrtlAlld. " 

1-!I92' 
J-.f60 
1-4-9!l 

1-351 



• INZQIX 

COHTROL--EXECVTIVE-OVER EXnN8I-
TURE-C6l1td • 

PARAGRAPH 

.. Pica of urgency for not oh.emng prescribed ratH R-6(M. A. C.)/191O-41 
and· proced\lre be rigidly scrutinised. 

Strict compliance of ordC'J'S relatillS to procedure R-4(M. A. C.) /1943-44 
to prevent IGllles in Government stores. 

Railway Administrations should avail of the 
lllliltance of Financial· Advieer and Chief 
ACCOWlts Officer in preparing budget estima-
tes and in controlling expenditure. 

_ ..... by administrative authorities ~phasised. 

ReIponaibility of the Ministriel for budgeting and 
control over expenditure. 

R-7 & P-61/1945-46 

R"4/ 19 "7-48· (PoMoJ*tid_): 
R-14, R-17 and a-15 (iii) 
fFiat Report!I951-51l. 

3530 

1-590-591 

Executive Officersahould no&ineur expenditure on R-14(4)/1947-4B (Post- U:"lI 
works in excess of the sanctioned estimate with- partition). 
out prior aanction of competent authority. 

Financial control exercised by the Ministry of P-3/19+7-4B (Pbst-partl~ 
Jo'inancc over Defence expenditure. tion). 

Execution ofworks without budget provision. R-Io/Thirteenth Report! II ~30-23lZ 
1954-55. 

Scope and extent of control, of the Central Govern-
ment and the three participating States, over 
tbe expeaditure incurred. on the execution-of 
the BhRkra-Nangal Project aa.d thejurisdiction 
of the Central P.A.C. to examine its accounts. 

R~5 and P-184-186fFifteentb 
Report/I 954-55' 

~tion of financial centro! eicercised on the cap- P-lij.8'/Fifteenth It..rt/ 
ital projects executed out of Central usistance 1954-55. 
in the Budgd Memorandum. 

CONTROL-EXECVT!VE-OVER ESTIMATE 
F.D. to keep a watch over estimates and counter-

act tendency of over-c.timating. 

Preventing CXCC5Sell due to variations in percen-
tages for establishmt'nt and tools and plant. 

Lump Ctlt as a control against over-estimation. 

Budgeting and control over works expenditure. 

Bud~ting for Civil works 

Sanctioning works on the buis of abstract eatim.atel 

Lump cuts be applied rigorously to counteract the 
persistent tendency towards over-budgeting for 
works expenditure. 

Executive officers should DOC incur expenditure· on 
works in excCSl of the sanctioned estimate·witIl .. 
out prior sanction of competent authority. 

R-IZIZ"1Z3/r9!11Z-1Z3· 
R-6/19IZS-1Z6 
R-7/ 191Z6-1Z7 . 
R"18 &: P-150/FiratReportf 
1951-52 • 

R-S2/1923-24 

R-13-14/1924-115 
R-7-8/1925-~ 
a...1~(4)/191Z6-!17 

RI-1Z7/ 1930-3 1 
R-7/ 19fO-41 
R-II-13/1941-411 
PI-50/ 1936-37 

PII .. t-a/ 193S-37 • 
Itr-6 (1St sub-para)&: 
PI-iZo and 50/1937-38 
R-7/ 193"1.9 
R-S and -60/1939-40 

1t.-14<~}/194N8 
paTtition). 

(Post-

1-17 
I-lao 
I-lSI 

n'-55-57 

1-60 

r~7S 
1-1110-121 

1-1<53 

t= 
'-491 

1-37!) 

1-391 

1-391Z-39S 
1-4129 
1-445 
JI';'" 
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CONTROL-EXEctJTlVE-OVBR 
MA'1'B-eonId. 

INDEX 

PA .... O .... PII PAGB 

Improvement in the overall budgetary and control R-Is/Tenth Repan/19SS- U-:Ho-211 
over experiditure on the Railways. 54. 

CONTROL-EXBctrrJVB-OVER. BOOKS 
AND ACC01JNT8-

Drawing Officen should record cla..ification on R-II/1922-23 
bills. 

Value of local impections emphasised 

Check of Dead Stock RegiStcn • 

R-34/1922-23 
R-29/1926-27 

R-35/ 1922-23 

Reconciliation of administrative or controlling om- R-24/1923-24 
cen' figures with'those of A.G. R-12(6)/1926-27 

R-,/1945-46 

ClOle touch between administrative and accounts R-44/J923-2~ 
• authOl'ities emphuised. 

Large annual adjustments 

Co-operation betwcen Railway Accounts .taff and R-28/1927-28 
audit Staft'- Mr. P.R. Rau'. Report. R-24/1928-119 

Control over stores account. • R-18 and 33/1929"30 
RI-IU/19S0-3 1 

1-36 
1-154 
1-639 

I-57 

J-123 

" 1-182 
1-1121 

Responsibility or departmental dlicenfor correct RI-7(M.A.C.)/1932-SS 1-318 
rec:ordiDg of original facti on bills, vouchen, etc. 

CONTROL-EXECUTlVE-MllCELLANE011S-

Revision of~y etc., mould not ordinarily be lane- R-1I5/19111-112 ' 
dOlled With retrospective eft'ec:t. 

Revival ofpollb kept in abeyance. 

Powen of ofticen in charge of a m1jor work in a R-26/1924-115 
rtmote locality etc., to be clearly defined. 

Withdrawal ofmoney in advance of requirements R-31/1924-25 
to be .ternly discountenanced. 

1-7 

[-58 

1-105 

I-loS 

Liabilities on account of (ustoms refunds to be R-Io (item 13)/19lI5-26 1-123 
carefuUy watched. 

Clerks who maintain accounts should not be allow- R-51/1925-26 
cd to make disbursements. 

When important schemes of development are R-18/19116-27 
taken up attention .hould be paid to their anti-
cipated effect upon the COlt of production. 

Starting a 'New Service' with the a~proval of R-37/1927-28 
S.F.C. in anticipation of Legislature aapproval. R-25/1911B-29 

Pay and AA:counts Oflicen to be CODIulted in rea- R-1911~8-29 
pea ofaupplementary granU, re-appropriations 
and l\ll'l'Cnden. ,-

1-148 

1-155 

1-195 
1-1229 

l..sll9 



INDEl[ 

CONTROL-BXECtJTlVE-MlSCELLANEOUI 
--r",Id. 

P~amme for major worlu ~hould· be thought out R.-5/19S9-40 
With great ('are when budget estimates are 
prepared. 

Irregular conceaionll to contracton R.-!27(S)/I926-!27 
Pal (1st lub-para)/I944-

4!)' 

CONTROL-PARUAMENTARY-
Aaaembly should not be uked to reduce Jl'ant ai- R-16/lgal-aa 

ready made. 

Exceues over lower maximum fixed by F.D. be R-18/lgu-u 
reported to P.A.c. 

P.A.C. to examine exceues over granb before they R-lg/tgat-aR 
are brought to the noti~ of APembly. 

Splitting up a vote into two or more volel to pre- R-alllgRI-u 
vent abult'l of powen of reappropriation. 

Splitting up P. & T. and Railway votca. 

Should both gross and net grants come under R-R7/lgR1'!Z2 
the control of the Auembly ? R-127/1g2!l-!l3 

Importance of proper classification of t'Xpendi-
ture between voted and non-voted. 

Advance indents for Railway .tores 

R08-II/I984-R5 

R-IOII gRR-SiS 
R-3O-11 I / 1912!l-123 

New and important ,tems not contmlplated R-ao/lgRS'124 
in the budget. 

Separation of audit from accounts facilitated 
control over expenditure. 

R'123/19RS-l24-
R-!lS-!l4/19124-1I5 
R-!l4/ 1912S-!l6 
R-I 9/1 928-129 

Preventing excesses due to variations in percent- R-sa/19aS-!l4 
ages for establishments and tools and plant. 

Excess expenditure or expenditure on New Ser- R-!l2/1924-25 
vice under non-voted heads regularised by F. 
D. should be brought to the notice of Assembly. 

Payments to Provincial Governments for Arency R-Io(item S)/19!l5'26 
functions. 

Large annual adjustments 

Systcmof net grants in Army 

R-Il/19a5-R6 

R'!l6/19!:15-!:I6 

Ddiberate underspending under voted grantR R-127/19!:15~!l6 
for meeting non-voted expenditure. 

:StAl'ting a 'New Service' with the approval of R-37/19!l7-28 
S.F.C. in anticipation of L('gi~lature's approval. R-2S(19R6-119 

-Curtailment ofinformation in regard to Railway R-36/19129-30 
receipts and expenditure as a measure of re-
trenchment. 

Unnec:euary Su.pplementary Grants. RI-19/1930-3I 

355 

PA •• 

1-445 

1-1611 
1-608 

1-3 

I-S 

1-5 

1-6 

1-7 
1-18 

1-67-69 

1-15 
1-19 

1-44 

1-36 
I~l 

1a-19 

1-60 

1-1123 

1-195 
1-11128 



356 INDaX·. 

PARAOllAPH 
CONTROL-P.A.1lUAMENTARY -etJn&UJ. 

Devising a procedure to meet special diflicultieH RI-6/1935-g6 
involved In ~udgeting works expenditure. 

Di.tribution ofproyision for works between spend- R-19/1940-41 
ing authoritie.. .. 

Re-appropriation whlcb leads to evllSion of parlia- R-19/Twenty-first JIleport; 
mentary controllhould be avoided. 1956-57. 

COR.R1JP110N-
Eradicating -- on Railway. 

Co.OJU)INA"nON-
-- between the different Directorates in the R-17/Tcnth Reporr/. 

Railway Boards' OfIice. 1953-54' 

COSTS-

Procu~entoflVarSuppl" &-11 (M.A.c.)/ 1~"'4't 
P-lI+()4.A.C. )/19411-43 

OHilractl should provide that" - arcincreas- P-lIl (ut mb-para) 
ed or decreased by an Act of Legislature, the M.A.C./1943-44. 
ClOntract price should becon~y varied. 

Piacinc independent drdCll'lforjate aDdjute goods P-r.! I (M.A.0.)/1940-41 
instead ofthrougb the Jute Adviser to Govern-
ment. 

Metllod of calculation of the operating- P-S5 8t P-S9/1947-,.s 
(P08t-partttioll) . 

P.A.O&: 

1-351 

''Cott-pIUl'' contracts should be avoidad euept R-I~FiC'h lUpon/I9&Q- 11-149-150-
when inevitable. 53. , 

COST . ACCOUNTING-

EurJ:1ination or - system in Army 

Abandonmentof--system in Army 

R-67/ J 92 3-2 4 

R-34/1924-25 

Supply of Oost Accountants to the Supply De- R-6(M.A.C.)/1939-0t0 
partment. 

Oost account examination of Supply Department R-J2(M~A.C.)/1941-42 
contracts. 

Inspection of books of co mpanics aiad firms R-9(3rd Bub-para) M.A. 
for-. . C./1943~44. 

Accounting of over-head expenses in Ordnance P-SO/I947-48 (Post-par. 
Factories. tition). 

-- system in the Posts and Telegraphs lVork-
shops. 

R-33/Fifth Report/1952-
53· 

a-lil2/Thirteenth Report/, 
1954"5!>· 

1-66 

1-108· 

1-457 

1-506. 

I1-gB 

Introduction of -- system in Naval DockylU'ds R-63lNinth Report/1953- Il-206. 
and Government Commercial undertakingB. ~J't .• 

Intror,luction of-- aystem in the FiI~. Division R-Bg/Sixteenth Report/ 11-281-1182: 
1955-,5'6· 



COUNCIL OF ICIENTD'IC AND INDUITIUAL 
R.U&UtCH-

Audit of account of the -- by the ComptrDlIer 
and Auditor General of India and the submit!-
sion of the atldrtf!d acCOWlt..~ and the Allldit 
Report to Parliament. 

• . Waiver of ree0\It:rY of rent froM the .-

POW\!f and Fimc.tions of the- should be enact.-
edbyanActof Parliament. 

COURT-

PARAORAPH PAOB 

R·86/Scventh &porl/ U-1>83 
1952-53. 

R-37/Fifteenth. Report/ 11-26. 
1954-55· 

R·g8fSixtceDth 
1955-56. 

RepUl:I/ 1I-119ol 

Payment. relating to settlement of c .... out of --. R-46/Ninth 
1~53-54· 

Report/ 11-1100-11011; 

CREDITS:-
Utilisatien ofun.anticipMed--

Exhihition of t.'XeeI!ICS after excluding the .unanti-
cipated -- in Railway Appropriation Ac-
COllllts. 

CUSTOMS-
Internal check and audit of -- receipts 

• 

Supervision of the work of the apprai8ing staff 
should be improved. 

Revision of the Sea Customs Act, 1878 

Watching of-refunds liabilitil',s 

D 

DAMODAR. VALLEY CORPOltATlON-
D;:cisiol1 to purchase t."quipment for prujeets 

should be taken at high technical level. 
DEBITS-

Adjustment .of -- for supplies and Services 

DEBT(S)-

RI-29al1d 1-293: 
RI1-g(iiil/I930-91 1-195 
Rl-lI!-t93'1~ 1-S04 
R-B'IO/1941-42 1-488-48g. 
R-8/I94~44 

t~" R-5/ 1941-45 
R-15/1945-46 1- 5()o 

RII-IO/1934-35 1-341 
• 

R-40-41/J92:i-24 l-i4-55 
R-2 9/1 ~24-25 . -1°7 
R-!W(6 and 21 (i)/ 

1-156- 157 1926-27 
R-19/19!17-28 1-17+ 
Rl-S6/1930-SI 1-29+ 
RI-13/1933-34- 1-325. 
PI- li9/ 1936-37 I-3Sg. 
RI-8 and PI'23/1937-38 1-394-

R-28/1924-25 
R- 19/1927-28 

1-107 
1-174 

R-30/ 19.2 .... 25 
R-16/192 S-26 

I-J07 
1-133 

R-Io (item 13)/1925-26 1-123 

R-36/Eighteenth Report II-u8g-llgo 
/1955-56. 

R.-s and R -I : )/(1'<.(\- JI-::'-5 
partition) /1947-48. 

R-7/Seventeenth Report/ 11-287-28& 
/1955-56. 

Vo~ing of repayment of-- to Railway Deprecia- PII-16/1936-37 
hon FUfld. 

ProvhiOl1 for amorlsation of Railway--· . 



PAIlAOUPH 

DEBT(S)-COIItd. 
Provi·.ion for amortill&tion of -- raised frOID P-24/1944-.U 

Ils. 3 crores to R~. 5 crOl'eI. 

Adequacy of the provision of Rs. 5 crore. for R-!l4(i)/Fifteenth Report/. 
amorthalion of-- 1954-55 • 

Provi,jion for bad and doubtCu!--

Writing oft'-- requires ParHamNu'. approval 

DEFENCE-
Standard Cnntract (OI'm I should be drawn up and 

contract, enterr.d into after ob&aining lcgal, 
financial and technical advice. 

Finallcial contr.! exercised by the Ministry of 
Financc over Defence expenditure. 

Revival ofE9uOlliRation Fund in the--

Allocation of -- works expenditure to 'Main-
tenance' or 'Capital'. 

Verification of Ground Dalances of Military 
Stores. 

Dilposal of surplus or unserviceable Defence 
Stores. 

O/cr-CJtim'lting of (D.!Cence) Work.. expenditure 

"The im:,rest given to Military OlBeers should be 
reltricted and lubjected to periodical verifica-
tion by the Military Account. Department. 

Fixation of tbe amount of imprcst of Military 
ORicers. 

• R.-102/Fifteenth Report/ 
1954-55· 

P-I4-I/Fifteentb Report' 
1954-5'>· 

R--6(i) and ll-17/1947~ 
(Poat~artitj(\n). 

P-1671 inth Report/1953-
54· 

P-3/1947-48 
tion). 

(POlt-p.rti~ 

P-5/1947-48 
tioll). 

(Post-parti-

P-6/1947-48 (Post-part i-
tion). . 

P-II/I94 7-48 (POlIt~parti-
.• don). 

P-13/1947-48 (Post-parti-
tion). 

P-16/1947-48 ( Post-parli-
tion). 

• 
P-20/1947-48 (Post-pard-

tion). 

P-2O/1947-48 (PORt-Parti-
tion). 

PAOK 

1-610 

II-S-6 

11-207 

JJ-17-30 

1I-:J0-31 

11-31-32 

, 
11-33-35 

11-36 

11-36 

II-g6-S7 

11-36-:51 

Pdyments on account of cu:npelUation Ihould be P-24/1947-48 (Po.t-parti- 11-37-38 
made only on the certificate of the Military tion). 
authorities requi~itioning the land. 

Provisioning and accounting of food supply for P-~I/J947-48 (Post-parti- n~s8-39 
the --. lion). 

Sa··jngs should be surrendered and not utilised R-2 and 14(Sub-para 2)/ 
on items not provided lor in the budget. Second Report/1951-!)1I 1I-11?-118 

Inter-depot transfer ohtorcs. R-4-/SecondReport/r951-SI1 IJ-I~O 

.Reporting of cases of IORs or fire in -- Storel R-16/J'Iointh Report/1953-54 II-19S 
Depots and Inltallation. to the Police. 

Inspection of -- Stores purchased abroad . 

Periodical verifiration of ca..h balances with the 
Imprest Holders. 

R-19/Ninth Report/1953-S4· II-197 

R-57 & R-S81 Ninth Re- 11-203-110:; 
port/ r 953-54. 

Fixation of the amount of Imp'est and use of P-8s/Ninth Report' 
emersency ca..h requhlti<m in Deft IlCC Servicea. 1953-S4. 
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PARAORAPH PAOE 
DEFENC£..-.eQII/d. 

Periodical rev.iew ofatock balances and r!lc:ayatcm R.~II, ok R-Ulf Fourteentb Il-afI-1I4S; 
, of procurement, stocking and accounting of Rt-purt/1954-S5' 

Btores. ' 

Commencement of work witbout.administrative 
approval. 

DEFENCE PRODUCTION BOARD-

R-l!i{.'ourteenth R(~port/ 
1954-55· 

Full utilisation of productive capacity of Ordnance R-741 Nineteenth Report/ 
Factories. 1955-56. 

DEFENCE RESERVE I11ND-
'Exhibition of details oftr.nsfers to and from-- lU-4(M.A.C.}/1934-35 

in budge-to 

Continuance of -- on the lines on which it had 
heen maintained in the pa,\. 

DEFENCE SERVICES-AIR PORC&-

J 
RI-6(M.A.C.) and PI-lI9 

(M.A.C.)/· 1936-37 
Rl.6(M.A.C.) and PI-9 

M.A.C./1937-311 

Reviews of Royal Air Force KtOCk! . PI-5(M.A.C.)/1937-38 

DEFENCE SERVICES-ARMY-

-- should charge and be charged for services to R'47/19l1a-23 
and from other Departments. 

Synem of cost accounting in -- and its abandon- R-67/19l13-24 
ment. R-34/1924-lI5 

Local audit in --

System of net grants in --

R-34/Iga4-lI5 

R-26/19l15-lI6 

}'inaneial Adviser Military }'inance mouth-piece R-1I0(7) and III (iiJ{19l16-
of F.D. in matters of Military Finance. lI7. 

Commercial sy~tem of aceOUqt~ in Army. Cost R-'5{'g1l8-29 
accounts in Army liu:tories. R-15/19l19-30 

Form of -- Appropriation Accounts 

Abolition of priced .tores ledgers 

R-!,4./1g29-30 

R-3l1/ 1 !)lI9-SO 

Collaboration between test audit and accounts RII-12/'93Oo3' 
.taft'in internal check of accounts. 

Pro !"rr/lQ account of Auxiliary and Territorial RI-llO{193 '-32 
Forces. 

SimlJlification of -- Regulations . 

Relations between the ~JniniHtralive, depart-
mental aCCOunts .II111orilies in -- and the 
audit authorities. 

RI-3(M.A.C.)/193'-32 
P-23(M.A.C.)/19S9-40 

RI-7(M.A.C.)/1932-33 

Supply of -- stores. PI-1I9(M.A.C.)f1933-34 

E'ChilJition of details ~f transfcrs to and from the RI-4(M.A.C.)f 1934-35 
Defence Reserve Fund ill budget. 

1-337' 

1-377 

1-409; 

l-gl, 

1-66 
1-108· 

1-108. 

1-13& 

1-157 

I-aoS 
[":250. 

1-257 

1-1164 

1-295 

1-30" 
1-459 
I':'3 I S 

1-330. 

'1-331 
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.J)EI'BNCB IERVlC.El-ARMY_DIItt/. 
Stock vcriftcationin nefeoceScrvices 

Continuance of Defence Reserve Fund on the 
lines on which it had been maintained in the 
past. 

PARAGRAPH 

RI-6(M.A.C.) and PI-29 
(M.A.C.)/1936-37 

1U-6(.M.A..C.) .and PI-g (M. 
A.(:.)/1997-38. 

Deviation from original programme should be RI-S (M.A.C.) and PI-
limited to cases of extrem~ urgency. IiIQ (M.A.<l.}/.t9S?-sa 

Reduction in percentage of establishment charges RI-4(M.A.C.) and PI-
in M.E.S. 7 (M.A.C.) J 1937-38 

P-6 (M.A.C.)/1938-39 
R-4(M.A.C.) /Igsg...,o 

Anoeation of Defence Services expenditure and R.-2(M.A.C.)J1939-40 
charges on account of War meacurcl. R-2(M.A.C.)/1941-411 

R-2-3(M.A.C.)/19411-43 

Replacement of contracts em actual cost plus R-5(M.A.C-)f1939-40 
profit basis-by contracts at fixed prices. 

Supply of qualified Cost Accountants to the R-6(M.A.C.}f1939-40 
Supply Department. 

1-338-339 

1-377 

I-f09 

I-41'S 

1-444-
1-4.')0 

I~449 
1-496 

1-5114-525 

1-450 

1-457 

Review of the working of the M.E.S. R-4 and 5 (M.A.C.) and 1-49,-498 
P-5 and 8 (M.A.C.)/ 
19+1-42 

-Supervision and accountinaof'tores . • R-7-9 (M.A.C.)/1941-42 1-498-499 

Setting up a Salvage Organisation in War Dcp- R-13(M.A.C.)f1941-411 
artment. 

-C~ntrali.il1g information regarding rates paid for P-9(M.A.C.)/1941-411 
works executed by M.B.S. . 

-System for placing contracts in Military Depart- R-6 and P-6(M.A.C.~/ 
menlo 1942-43 

Allocation ofworks ~penditure between RailwaY' P-1I2/1943-44 
and Defence Services. 

Recovery of the cost of work dODe by Govcrument P-83/1943-44 
Test Houte Calcutta on behalf of Defence Ser-
vices. 

Report on the methodsof' accounting, stcrage, P-3(M.A.C.)/J943-44 
etc. oC Military Stores Depots. 

Saudnyof Defence Appropriation Accounts R-s/'94-S-46 
by P. A. C. instead of M.A.C. 

Training of Defence personnel in fundamental P-I/1946-47 
principles ofpublie expenditure and accounting. 

El'ENCE SERVlCU-NAVY-
-,Stores accounts in -. R.8(M.A.C.) and P-Ia 

(M.A.C·)11940-41 • 

1-50 6 

1-579 

-Reotganilatioa of accounting arrangements in R-lo(M.A.C.)/194 1-42 1-499 
Royal Indian Navy. 

-,Irreplaritia in purchase of Naval stores "P-I-(M.A.C.)} 1941-42 
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PARAGRAPH PAOS 
DEL&GATION-

Suitable --ofpowerl'to avoid delay in execudon a-ls31 Twenty.third 
of work. ReportlI 95f)..57. 

DELIB ROAD TRANSPORT AtJTHORITY-
Payment of compenaation {(lr acquWtiOQ of aotor R·S. aod R 7-91 Twentieth II-sc»-s02 

vehicles by --. Reportjl955-56, 

See 'Grant', 

DEM'VRRAGECJUaOII-
Remiuion of outstanding -- and wharfage char- R-17(iv)jSecond Repon/ 11-127- .29 

ges. 1951-52. 

Inclusion of paragrapb in the Railway Board's R-In! Tenth Reportl 
Review on the Appropriation Accounts l'eIard- 1953-54. 
ing remission of -- and wharfage charges. 

DENJAL MEASURES-

Accounts I)f the money spent on -- and similar R-II and P-102!1942-43 1-520 
measures in Bengal. R-II!I94S-44. 1-552 

DEPARTMENT(AL)-
Every -- should watch all expenditure whether R-S5!1921-22 

directly incurred by it or by an agent acting on 
its behalf. 

Financial powers of-- s orG.1. • R-1I5!19115-26 
R-IIo(7) and II' (ii)/ 

1926-2 7. 

Procedure for control of ex;penditure undertaken R-48!1927-28 
by one -- on behalf ~fanothcr. . 

I-III 

I-iS' 
1-157 

1-1101 

-- enquiry in cases of frauds and embezzle- PII-SS!'93O-~1 I-s02 
ments. PI-21(M.A.C.)/193S-U. 1..,116 

P·61!1938-S9 1-442 
P-S7!1939"40 1""447 

DEPRECIATlON-
Providing for -- in case of collieries worked by P-69/1947-48 (Poat-part!- 11-43 

Railways. uon). 

·DEPIWiClATiON RBD.RVE FtJND-
-,-P.&T. 

Calculating contribution to -- Railways • RII-gJ'93Q-33 
RU1l/1934-S5 
P-91/ 1939-40 

Conatitution of a R.enewalJ and Replacements PI-54! 1 933-34 
Reserve Fund for -- in P. '" T; 

OIanging Railway's - into aRCIIII'YC Cor RII-..g/19U-S4 
Renewala and Minor Improvementl. 

Budgeting for COAtrilDution .&0- and ioterClt .P1I-49/19S5"36 
cbarga. 

1-170 
1-175 
I-S3 1 

I-SilO 

f:m 
1-331 

l-lI31 
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PARAORAPH 
DBPUCIA'DON BBSER.VB FUND_omo'. 

Heavy Repain Reserve for ~al Pilot Service PI-63/1936-37 

Vote of Lc:giilature is nccesaary for repayment of PII-16/1936-:n 
debt to Railway --. 

Debitint - with replaCt".ment cost of like PII-19/1936-37 
asset. 

Allocation of expenditure written bal-k from ca- RU-g and PII-.n/1937-
pital on a<roont of abaudoned projects. 38. 

"-7/1938-39 

Inadequate provision in -- of VizagapatlUu RI-Io and PI-tS/1937" 
Port. 38. 

Advancea from Railway -- to Railway compa- PII-31/1937-38 
mes for redemption of their debentures. 

Financing of Hardintc Bridge Protection Works Pogo/1939'40 
and repain to Earthquake damages out of loans 
from Railway --. 

Investments from -- 'hould not be made in P-119/J940-41 
Branch Line Companies. 

1-375 

1-390 

1-390 

1-395 

Exhibition in accounts of adjusttnents between P-109/ Tenth Report/ 11-223-224 
thc Consolidated Fund of India and the Pub- 1953-54. 
lie Account regarding expenditure from 
various Reserve. created out of Railway re-
venues. 

DESTRVCOON-
-- of files regarding purcbase transac:tiona. 

-- of documents which fonn the .ubject mat-
ter of correspondence. 

DEVELOPMENT SCHEMES-

R-41/Ninth R.eport/ 
1953-54· 

R-26/ Tenth Reportl 
1933-34· 

Watching proper utiliaation of lP'ants)nade to R-211 Firat aeportl 
State QOvenunents. 1951-52. 

DISaPLlNAaY ACTION-
-- in the cue of officers after retirement • a-43/1923-24 

Losses sustained by Government through fraud. R-S6-38/191l5-1l6 
negllsence. etc. a-29/1926-27 

Perfunctory ligning of certificates and statements R-39/1925-1l6 

-- in caaes oflOllCl due to the neglect of the R-29(3) &30/192f).27 
officers of Provincial Govel'lllQCJlta acting .. 
Agents of the Central Government. . 

Departmental enquiry in casea of frauds 
embezzlements. 

and 

11-199-200 

I-55 

. I ... 145-146 
1-165. 

1-147 

1-166 

Consideratiolll for launching prosecution in fraud PI-16(M.A.C.)/19SS"34 1-926 
CIIIGI. 

Departmental action againlt Government ~ IU·S(M.A.C.)/J93S-S6 1"!353 
vants acquitted by a Court of Law. 



DISCIPLINARY AC'nON-eontJ. 
Stressing need for adequate -- in cues of 

irnigularitiC!l. 

AmeIldment of Classification, Control and 
Appeal Rules to Reure prompt _. - against 
perIOn8 respolllible for irn:gu\arities. 

Adequate -- should be taken against the R.ail-
way .taft' who are found wantonly indifferent 
or careleaa in the handling or dcepatch of goode 
or bad traJllhipment. 

Prompt - againet officials responeible for loues 
etc. 

Promotion of officers to higher poIts during the 
pendency of the disciplinary c:aaea ahould be 
avoided. 

PARAO .... PH 

P-5/1945-f6 

R·I and P-40/1946"47 
R-ll and 4/.,47-48 

(Pre-partition) 
R.4B/First ReportJl951-

511. 

R •• 8/194N8 (Post.parti-
don). 

R-II0.lI';.1I6, (vi) and 
127/Flrst Rcport/195 1-511. 

R-30/Fifth ReportJ I9512-S3 

J63 
PAOB 

I~sg 

I~ I 

II-88-g0 

n-If 

II~I'" 

1I-IS6 

Reciprocal arrangement with the Government R-1I6/Seveoth Report{ II-I68-t6g 
of' Pakistan for awardillJ puniahment to the 19511-53 
delinquent official.. . 

Departmental ,Proceedings may pret:ede 
police invest!ption. 

the R-1S/Tbirteentb Reportl II-!1Sa-RJ5 
1954-55-

DIIPUCBD PERSONS-
Allocation of the Cost of compensation for sub- R-8l1/Sixth Report/19SlI- Il-159--160 

merged land, reclamation aDd I'CIettlement of 53· 
-- to Hirakud Dam Project. 

DISPOSALS-
Setting up a Salvage Organisation in Wal' 

Department. 

Working of Central Organisation 
Measures to prevent hasty discards of Surplus 

Stores. 

Destruction of -- which form ,be lubject 
matter of com:apondence. 

DRAFI' PARAGRAPHS-
Procedure for communication of -- for the 
Audit Reports on Missions abroad to the 

Ministrie.. 

Verification of facti included in the Audit 
Reports. 

ELECTION OOMMIISION-
Independence of--

EMBAM'EI 

E 

Financial powers of the High Commilaioner 

Internal audit of accounts of the -- and Mis-
sioDi. abroad. 

24-S CampI. A.G./58 

R-tS (M. A. 0.)/1941-411 I-SG6-

R.lo( M. A. C.)/I943-44 1-567 
R-85/Nineteenth Report/ 

1955-56• 
1l-lIg!HI97 

R-1I6/Tenth Rcpon/19SS- 11-1214 
54· 

R.1212(i)fFint Report! 1I-6g 
1951-S12· 

R-37/First Report/19!l1- II-77-79 
52. 

R-SI/First Repon/195 1- 11-91 
52. 

R-IIII(ii)/First Report/ II-6g-71t 
19S1-511. 

R-8S/Seventh Repon/ II-I 83 
19511-53, 



8M INDEX 

EMJIEZZI..EMENT-
See 'Control', 'DiJciplinary action', 

EMERGENCY WORKS-
EatimatiDg and sanctioning War -in M. E. S: R-3(M. A. C.)/1939-40 1-449 

Comprehensive procedure should be laid down R-30/Tenth Report/19SS- 11-214-215 
to cover caaet when: normal rulea cannot be 54. 
followed. 

Execution of -- . R-30/Tenth Report/19SS- 11-214-215 
54· 

EMPLOYMENT-

Maintenance of a National Register of trained R-s6lFifteenth Reportl 
, pcnons. 1954-55. 

EQ.VlPMENT-
DecWon to purchaae -- for projects ahould be R-36/Eighteenth Reportl II-28g-291 
. taken at high teclmica1leve1. 1955-56. 

ESTABLISHMENT-

Pft:venting ~ due to variatiomin percen- R-s2/192a-24 
tages for -- and tool. and plant. 

Lump cut to counteract tendency of over-eati-
,~ting. 

I'reparation of eltim'itel for -

ESTABUSHMENT CllARGES-DISTRIB1J'nON 
OF-
~g Departmental charges on works expen- PI-49/1936-37 

diture at fIXed rates. 

~eduction in percentage of - in M, E. S. RI-4(M. A. C.) and 
PI-7(M. A. C')/1937-38 
P.6(M. A. C .. ) 1938-39 
R-4(M. A: C.)/1939-40 

Fixing for a number of yean the percentqe PI-SS/1937-38 
for recovery of -- from outside bodies. .. 

Percentage of-- to works expenditure incur- R-4(M. A. C,)/1940-41 
red by M, E. S. 

ES'nMATE(S)-{SEE ALSO 'CONTRO" 
-EXEcttrIVE OVER ESTlMATE')-. 

,1-60 

1-76 
1-121 
1-158 
1-172 

1-76 
1-121 

1-375 

1-405 
11-444 
1-450 

'1-40+ 

Baaing aupplementary grantlandappropriations R-14 and 17/1921-22 1--1-1 
on actual requirements and not on revised --

Provision to be made in budget Cor anticipated R·32/lg22-23 1-12 
liabilities. • R-I2(3)/1926-27 I-ISS 

Estimating capital expenditure on Railwa}'lo. 1-32 
1-76 

1-1'l3 
1-219 



ElTlMATBlS)-{SEE ALSO 'CONTROL-
EX£Ct1'I'IVi:-OVER EI'l'lMA.TE")-Contd. 

P AIlAGItAPR 

Provlsion for non-voted expenditlolnl as important 1\-18/1923-114 
as for voted expenditure. 

Powen of re-appropriation not to be utilUed to R-26/1923-2" 
conceal defective budgeting. 

Lump provision in budget mould be avoided. R ... s/l92S·II .. 

No provision to be made in budget for appoint- R·46/192S-1t4 
menta kept in abeyance. 

Estimating percentap for establishment and R-52/192S-24 
tool. and plant. 

- for refunds. Propoaal for making refunes R-M/192S-24 
atatutory. Having one grant for all refund. RI-17/1934-3S 
except tboac relating to Railways and P. Bt T. 
Practice of exhibiting refunda in Demands for 
Grants and Appropriation Accounts discon-
tinued from lit April, 1937. 

Estimating of expendibU'e in P.BtT. Department R-SS/192S-24 

Form of budget-1rrosl or Det 

Evils of over-estimation. SuggcstiOOl for lump 
cut and reduction of detailed heads where 
possible. 

Preparation of -- for establishment. • 

R-8-11/1924"2S 

R-.3-14/1924-25 
R-7-8/1925-25 
R-II-12/1926-27 
R-8/1927-28 
RU-7/ 1934"35 

R-I 3/1 92,,-25 
R-8/192S-26 

S6~ 

1-37 

I-58 
I-58 

1-& 

I-fiS 
1-531 

1-64 

1-67-6g 

1-" 1-120-1111 
1-155 
1-17. 
I S45 

1-76 
1-121 

Presenting to Auembly a statement of non-voted R-22/1924-25 I-9S 
supplementary grants sanctioned by F. D. 

F. D. to counteract any tendency to over - eati- R-6/I92S-26 1-120 
mate under voted grants. 

Need for correct estimation of capital expendi- R-B/192S-26 1-1111 
ture emphasised. 

Estimating tour expenses of Viceroy and F..xecutive R-Io (items I Bt 2)/1925- 1-1111 
Councillors. 26. 

Provision for expenditure on 'New Serviccs' • R-27/1925-26 

Coat of stationery and printing payable by Pro- R-S2/192S-26 
vincial Governments to the Central Govern-
ment. 

Form ofP. Bt T.-

.system of over-allotment in Railway Grants 

Improving D"etbod of cstimating in Railways 

Principles to be followed in estimatinc • 

R-62/19IZS-26 

R-g and 12(4)/1926-27 
R-II/191Z7-28 
R-!lS/19!1B-1I9 
R-II-14/1931-'!I 
R-J l/i926-27 
R-21/19!1B-29 

• R,-11Z/1926-!l7 
R-18 at P-150/Fint 

port/J951-52 • 

r-139 

1-149 

1-149 

1-151Bt1 53 
1-173 
1-1120 
1-309 

1-153 
1-21 9 

1-153 
11-55-57 



366 INDEX· 

PA .... O .... I'U 

ES'nMATE(8)-(SEE ALSO 'CONTROL-
EXEC1J'I1V&-OVER F.STIMA.'I'E')--conld. 

Appointment of a whole time Budget Officer in R-g119!17-!l8 
F.D. 

Budgeting procedure in areal having Pay and R-56119!17~!18 
Accounts Offices. 

Earlier and closer estimate of advancea required RI-1I0/193O-31 
from the Provincial Loans Fund. 

Exhibition of details of tranafers to and from De- RI-4(M.A.C)/1934-35 
fence Reaerve Fund in budget. 

Accounts ahould follow budget even though pro\'i- RI-5(!lnd lub-para)/1935-
sion in the budget might be incorrect -- cer- 36 
tain exceptions. R.lI-B. PII·'5 and 41/ 
. l~m-38. 

P-6/19SH-39 
P.19/194'-"" 

Larger units of appropriation for accurate cali- RI-S(3rd lUb-pan)fI935-
mating. 36 

RI-4' and PI-lo/IM6-37 
R-4 and P-40/'9SS.39 
R-g/1939"40 

Devising a procedure to meet special diflicultir.e RI-61193S-36 
. involVed III budgeting worb expenditure. P-3S/1944-45 

Need for Revised -- and fresh unction, when a RII-B/'936-37 
work is jn progress for a Dumber of years and PII-1I11937-a8 
substantial reduction in cost is anticipated. 

Indulion of the cost of Defence Department Se- P-BI/1938-39 
cretanat in Civil --. 

Programme for major works ahould be thought R-S and P-60/'9S9-4'I 
out with great care when budget -- are pre- R-6/194!1-43 
pared. 

Furnishing details of lub-head 'Contingencies' in R-B (lind lub-para)! '939-

R.f(lInd sub-para)1 1940-
4" 

Correlation in budgeting between one Railway R-15 (3rdsub-para)/1940-
and another and between branches of the same 41. 
Rllilway. R-!IOJI~3-4~ 

R-I!j(1I and P~/I947-
46 ( OIt-partltlon) 

While framing budget --. Railway Adminis-
trations should take account of price tendencies. 

FiXing a limit beyond which commutation of pen-
sion need not be allowed. 

R-IS (4th sub-para)'/I94O-
41 • 

P-3' i I 940-4' 

Sancllon should not be obtained in the middle of R-s/l942-43 
thf! year for expenditure not really urgent. R-61 I 943-44 

Estimating .avings accurately and their surren- R-s/I943-44 
der. R-II and R-14 (sub-para !Ill 

Second Report/I9S1-5!1. 
Railway Administrations to avail of the _istanee R-I5 and P-191 1944-45. 

uf Financial Adviser and Chief Accounts Officer. 
m preparing Budget and in Otmtrolling expen-
diture. 

1-190' 

1-337 

1-350' 

1-417-418 

1 .... 37 
I-5'B 
I--a5B 

I 366 
1-4116 
!-446 
I-SSf 
1-6IIg. 

I-S8lt 
1 .... !lB 

I-¥i6 
1-5&1 

II-II-I!r 

1-517 
1-548 
1-s48 

II-JJ7 



ESTlMATE(I)-(SEE ALSO 'CONTRO~ 
&XECUTIVE - OVER. ESTIMATE,)-eollcld. 

P"ltAOltAPH 

'. Chatlgel in the form of Explanatory Memoran- P-6IA/I945-46 
dum to the Budget. 

Lapse of fund. due to lack of eo-ordination be- R-5 and R-I~(i)/1947-
tween supplying agencies and receiving de· 4B (Post-partition) 
partments. 

Over-tstimating of Defence Works expenditure P-,6/1947'48 (Post.par-
tition). 

Excess expenditure over -- R'14 (t)/1947'48 (Post· 
partition) 

11-35 

II-II 

.... ccuratc budgeting under the 'Suspense Heads' R'16/Sccond Report/J951. IJ-u.j. 
emphasised. 52 

Expmditure on large prnjects without detailed R'J7{ii)!Second Report/ 1I-125-:u6 
195 1-52. 

Inclulion of financial results of the working of R-RI/Seventh Report/. 11-182 
State emerprise!i in the Explanatory MeDloran· 1952'53. 
dum on the Rudget. 

Improvt"ment in the overall budgetary con· R-13/Tenth Report/1953' 11-210-212 
trol O\'er c)lpenditure un the Railways. 54. 

Adjustment of f"Xpcnditure un<ler "Suspense" 
instead of the relevant grant. 

R-14/Tenth Rrport/195:i' 
51· 

1l-2Ul 

n"bits for supplie, and ~t"rvices -- ae.curate <."Rti· R'7/ Seventeenth Report/ II-2B7-288 
mates thereof. 1955-56. 

EXCHANGE COMPENSATION ALLOWANCE-
Pflymrnt of Forpi~n Allowance in thl' currency of R·60-'Fiftl."cnth Report/ 

the country and abolition of --. 1I)5.l-55. 

EXCHEQtlF.R CONTROL-
S"'paration of Accounts frore Audit and ---. over 

public cxpencJiturl.". 

EXCISE AND CUSTOMS DEPAltTMENT-· 

Parll-S (Introduction) 
R-2 & 3/Third Report/ 
1952 -!i3· 

Procedure for collection of diIC~s by the P. & T. R'32/Twenl\'-~e\:ond Rr.. 
Dt"partment on behalf of other Department!. port/t~J56·57. 

EXPENDITt1RE (SEE ALSO cCONTROL-
EXEctJTIVE-{)VER. EXPENDrrVRE·)-· 

Il-266 

11-3\1 

-- on purpose.~ not approved by the Asat"mbly Ordt'n hdow R-21/1921' 1-6 
or S.F.C. he mentioned in Appropriation Reporl. 22. 

ClaHification c.r _.- on Cf)mmittecs appointed by R-gO/192t'22 
Legislature and Government. 

Clilllsifieat.on of -- btotwten Voted and Non· R-lo/19Q2'23 
Voted and Capital and Re\·enue. R-27/192S'24 

Qvn-'eatimating of -- be avoided R'Q2.23/lq22-2~ 
R'IB & P'150/Fint Re-

port/1951'52 

Seulempnl or incidence of charge before inclIrrirll a-31!/Ig2Q'QS 
- • R-44/ 19QS'Q4 

1-12 

1-15 
1-46 

I.-I' 
11'55·'57 

1-112 
I-57 



368 

EXPENDITURB (SEE ALSO 'CONTROL-EXB-
C1J11VB - OVER EXPBNDITURB") - eonId. 

PARAORAPH 

Estimating Capital-on RailwaY' R-S/19123-1llf. 
R-14/19IZ4-2ii 
R-II/I927-21S 
R-lu/192S-119 

-- in esCelll over total grant votrd and not as R-IO/19113-24 
modified by Gove.'mment require. AaemLly'~ 
sanction. 

ProviJion offunds for non-"oted --a. important R-18/1923-114 
81 for voted -- • 

1-32 
1-'16 

1-17$ 
1-12 19 

1-3! 

1-35 

Watching progress of·-and framing rilles for R-19 and 23-115/19113-114 1-35-37 
the purpose.'. R-18 & P-Iso/Fint Report/ 11-55--57 

Approval of Finan~ Committee necessary for nf'W 
and inlportant items not contenlplatt'd in 
budget. 

Rush of --in concluding months of the year 

Borrowing of money (rom a Municipality to meet 
--debitable to Government. 

-
Treating appropriation to Railway Reserve Fund 

as -- is unreal and confusing. Ita votability. 

Secret Service --. Audit and form of certificate 

Disbuncmentl should not be made by clerks who 
maintain accountl. 

-- under the head from whieh reappropriation 
is made should not exceed the reduced appro-
priation. 

Financr. Committee to consider cues of 'New 
Service' in the light of case law evolved by the 
P.A.C. 

Misclanifieation of -- to avoid detection of irre-
gularities condemned. 

When cases of authorisation of -- in anticipa-
tion ofapproval ofS.F.C. etc. need not be men-
tioned in Appropriation Report. 

Responsibility of Railway Board and Government 
Examinen in allocation of -- between Capi-
tal and Revenue. 

Utilisation of unanticipated credi's. 

Exhibition of exceues after escludinr the unanti-
cipated aeclitl in Railway Apptopriation ArJ. 
counts. 

1951-52 

R-liv/191Z!1-24 

R-1I5 and 53/'9113-24 
R-sS/lJ.!l4-(f 
RI-2( .A. .)/1934-35 
PI-!lS(M.A.C.)/1935-36 

R-48/1923-114 

R-IO(item 18)/1925-26 

R-41/1925-26 
P-14 and 95/1944-45 

R·SI/I925-26 

R-12(5)/1926-27 

R-22/1926-27 
R-39/ 1927-28 

R-33/1926-27 

R-B7/1g26-27 

R-64/1927-2S 

RI-29 and 
RU-9}iii)/19So-S I 
RI-II 1931-311 
R-8-IO/I941-4!1 
R-8/1943-44 
R-S/I944-45 
R·J5/1945~ 

RII-lo/19S4-3S 

1-44 

1-37& 61 
1-116 
1-337 
1-353 

JI-5~ 

1-123 

1-148 
1-&8& 63! 

1-148 

1-154 

1-158 
1-196-

1-169 

1-17L 

1-110 5 

1-2 93 & 295 
1-304-

1-4B8-489 Ij!! 1-
I 50 

1-34' 



8XPENDI'I'VJtE (SEE AlSO tCONTROL-EXE-
ClJTIVB - OVER. EXl'ENDJTlJIlB')---Zd' 

PUAORAPR 

ProvicliDg a Development Fund for Railway Capi- RII-ol/19S6-S7 
tal-. RJI-ol/19S7-S8 

Providing a fund for Capital works- • RI-6/19S6-S7 
RI-6(gnd lub-para) and 

PI-51/ 1937-S8. 

Charging -- on unremunerative items to reo PloQS/19S6-37 
venue. 

Deviation from original programme shouJd be RI-5(M.A.C.) and 
limited to cues of extreme urgency. PI-go (M.A.C.)/19S7-S8 

p,q,aration ofatatement of UIIlIanctioned -- in R-1ol/19S8-S9 
Railway Appropriation Accounts. 

Sanction Ihould not be obtained in the middle R-S/I94g-4S 
of the year for --not really urgent. R-6/I94S-44 

Refusal of Finance Ministry to accord rll-post-foelo P-5/1945-46 
aanction to expenditure. 

Allocation of Defence works -- to 'Mainte- P-6/1947-48 (Poat parti-
nance, or 'Capital'. bon). 

Nt 

PAoa 

1-378 
1-410 

r-~61 
1-:593-39+ 

1-~6g 

1-.08 

1-511 
1-548 

F.xceu -- over estimate R-14(4)/1947-~ (Post pa.... II-II 
tition). 

-- on large projects without detailed estimates. R-17(ii)/Second Report/ 1I-lgS-lg6 
1951-52. 

Procedure for dealing with '''-/IOstfacto aanctions R-ol/Thirteenth Report/ II-229-IIS0 
1954-55' 

EXPBNDITVRE-INFRUC'I1.10US-

-- to be included in Audit Report but not in P-9(M.A.C.)/I94S-44 
Itatement of losses. 

EXPERIMENTAL ORDERS-

I-S86 

Procedure for placing -- on Director General R-Sol/Nineteenth Report/ 11-292-294-
Ordnance Factories and periodical review 1955-56. 
thereof. 

zXPLANATORY MEMORANDUM TO BUOOET-
A note regarding the financial poaition of capital P-I~/Firteenth Report/ 

projects should be furnished in the F.xplanatory 1954-55' 
Memorandum to annual Central Budget. 

F 
I'EES-

Collection of-- for minor services by means of R-S9/1923'24 
stamps. 

11-2 70 

I-53 

Payment of-- to High Court Judges • R-46 &: P-92/Fint Report/ 11-87-88 
1951-52 • 

IlLES-
Destruction of - regardinll purchae tranaac- R-41/Ninth Report/1953- 11-199-200 

tiODI. 54-

Period of retention of.-- relating to COIDpenaa- p.~ mel P-'9I /Thirteenth 1I-239-t40 
tiOD daima OD Railways. .Keport/1954-55' 



Iff 
PARAOllAPH 

FILMS DIVISION-
Introduction of Coat Accounting Syatem in the R-8g/Sixtrmth Reportl 
-'-. 1955-56• 

Supply of copies of Central -. -. to member. of PI-17/1937-38 1-4~ 
P.A.C. 

Form and structure of the Report of P.A.C. and P-3/1947-48 (Post-parti- 11-48-5 
consideration of--. tion). 

Form and ItnlCtUre of the Report of the P.A.C. Appendix LI/Fint Reo fi-, • .,-116 
and scrutiny of the ac:c:ounu of Revenues, port/1951-52. 

.. Borrowings, Public Debt, etc. 

"HANCE AND REVENUE ACCOVNTS-

. Form of --. Should gross or net figures be R-8-11/1924-25 
exhibited? 

Form of- (P. & T.) 

FINANCE COMMI'ITEE-
See ·Committee'. 

FINANCE DEPARTMENT (MINISTRY)-

-- to fix a lower maximum to spending depart- R-18/1921-22 
ments. R-12/19S15-26 

-- to exercise a watchful care over estimates as R-22-23/1922-23 
a whole. 

Utilisation ofthc Reserve at the disposal of- . R-3O-33/1923-24 
R-12/1924-25 
R-7/ 1926-27 
R-18/1927-28 

Sanction of -- necessary for unusual c:ondi- R-49/1923-24 
tions and material variations in contracts once R-18/1924-25 
entered into. R-13/1925-26 

R-27(1)/1926-27 

Re-appropriations Crom non-voted heads to meet R-i!0/19114-25 
the cost of 'New Services' not to be made 
without __ fS approval. 

-- to take care to counteract any tendency to R-6/19I1S-26 
over-estimate. R-7/1926-27 

R-IS and P-150/Fir.t 
Report/1951-S2. 

Strengthening superior ataft" of -- for correIat- R-I1/1926-117 
iog Appropriation Ac:c:ounts with orifinal es-
timatea and to improve methods of estUDating. 

Financial Adviser Military Finance sole mouth 
piece of-in mattCJ1 of Military Finance. 

Appointment of a whole time Budget Officer 

OOla' control by FiDaru:e Member over Railway 
Capital expenditure'. . 

R-20(7) and 21(ii)/19a6-
27· 

R-g/1927-a8 

.Jl-n/I91170Q! 

1-149 

1-3 
1-1115 

I-I' 

1-47-50 
1-74 

1-151 
1-173 

1-60 
1-91 

1-126 
1-162 

I-g3 

1-120 
1-15' 

II-S5-57 

1-153 

1-157 



:1N8I8X 

PAllAOIlAPH 
:l'lNANQB DEPARTMENT (MIN'ISTRy)-eOllIli. 

Rigid control by Finance Membet- over lubltitu- R-S7!1927-QI! 
tion of one Railway project for another. 

Position of Financial Commilllioner Railways PII-SS!19SS-S6 
viJ+IIiJ F.D. 

-- to keep in Check other Ministries in the mat-
ter ofbudgeting and control over expenditure. 

R-4/t 94 7-48 (POIt-par-
tition) 

R-I+. R-15(iii) &. R-17! 
Fint Report/1951-5Q 

Control over expenditure by the--incurred R-14. RI5 (iii) R-17! 
through the agency of State Governments. First Report/1951-5Q 

Procedure for speedy consultatitn 
in urgenl c~.~ .. ~. 

with-- R-31!Sixteenth 
Report! I 9SS-56 

:nNANCIAL-

-- powers of the departments of - G. I. 

Communication of_aDetion to Audit. . 

Disregard of-interests of Government condemn-
ed. 

- position ofP. &. T. Department. 

-G. J. to examine pr()!'pect of prqjecls financed 
from loans to be granted by them. 

-- position of Railways 

-- position of Vi zag apt am pc-rt. 

Curtailing cODccRsions on multiple address pres. 
tel~graml. 

-- Result. of All India Radio 

trJNANCIAL ADVISER-
-- Military Finance sole mouth Piece of F.D. in 

matters of Military Finance. 

·Chief Accounting Officer (Railways) as --. 
Terms of contracts not to be varied without con-
sulting him. 

Placing Railway Accounts staff under General 
Managen. 

R-25!1925-26 
R-20(7)/1926-27 

R-25/1925-26 
R-20(7) and Q I (ii)! 
1926-27 
P-12!l! I 929-30 

R-33!lg26-27 

R 34/1929-30 
RI-16! 1934-35 
RI-IO and PI-76-77! 

1936'37 
R-35/ 1929-30 
RI-12/193D-SI 

RII-9/ 1933-34 
RlI-g/1934-35 

PI-4 1!1936'!l7 
RI-Io and PI-48/1937-38 

P-54/ 193S-39 
RI-Io and PI-76/1936-S7 

RI-l1&PI-76!1937-38 
P-82!1944-45 

R-20(7) and!lI (ii)/1926-
lZ7 

RII-22 & 1!6/193D-31 

RII-7 and PII-14 and RS! 
1936-37 

RII-5 and PII-IO/19S7-
38 

R-J 3/r938-S9 
P"1I4/ 1946-47 

371 

1-195 

11-1-3 

II-5lZ-~4 

11-274 

l-I~7 
1- '57 
1-137 
1-157 

1-280 

I- IG9 

I-lZ71 
1--336 

1-368 

1-272 
I-lZ81 

1-33 1 
1-:H3 
I-:~70 
1-395 
I-H2 

1-368 
1-397 
1-632 

1-157 

l-lZ99 

1-378-380 

1-413 
1-429 
1-66Q 

Separation or the Financial and Account. fune-
tiOJll on the Railways. 

R-21! ~ .P-!)I/I947"48 (POIt II-15-17 
partitIOn). 

R-32/Tenth Report/1953- 11-1115.21 7 54 - -. 



372 

FlNANCIA.L ADVISBR-IOIIItJ., 
Financial control ezerciled by the Miniluy of 

FiDaDce ovv Defence expenditure. 

P.nAoRAPH 

Appointment of -- and Joint - for each R.85-86/Sixth Report/ 
MulLipu!'pOlC River Valley Project. 19511.53 

11-161 

Financial pawen of the High CommillioDer in R.16/Seventh 1leport/19S!l·S3 11-16 .. 
U.K. and the poIition of tne -- attached to 
the Million. 

Proc:eaiog of financial propolals in the Millions R.40/Sixteenth Report/ 
abroad. 1955.56 

F RM(S)-

Sanction ofG.I. necessary for free use oftruok te- R-28/19!l6-117 
lephone line by a -- having buaincu tran. 
sactions with P. & T. Department. R.1l0/19117·118 

Registration of Business names to check evaaion of P.65/1!WI"43 
income-tax and lUper-tax. 

FOOI).GRAJNS-
Recoveries for supplies of--

FOREIGN ALLOWANCE-

R·S and P·1I9/1947....a 
(Pre-partition) • 

Payment of-- in the currency of the country and R-60/Fifteenth Report/ 
abolition of Exchange Compensation Allowance. 1954·55 

FOREIGN PUBUCITY-
Pro jomuJ aecount of production and distribution P·39/1946·47 

of material for --. 

FRAUD-
Loues sustained by Government through --, R·36-38/1925-26 

negligence, etc. R-29/19116-117 

Departmental enquiry in cases of-- and embez- PII-SS/193G-SI 
zlementa. PI·21(M.A.C.)f193S·34 

P-6I/1938-39 
P-37/1939-40 

Reporting cases oCtheft, --or defalcation etc., to R~-14 (IBtaub-para)f1931-
G.I. S2 

Considerations for launching prosecution in -- PI-16 (M.A.C.)f1933-34 
cases. 

FUNDS-
Police clothing and Equipment--

Progressive accounts of expenditure from -- RI-IlI/t93S-34 
created for special expenditure to be included 
in Appropriation AccoWlt •. 

11-266 

1-145.146 
1-165 

I-SOli 
1-3® 
1-442 
1-447 

1-30 5 

1-II8~ 

1-32S 

Specific vote necessary for creating -- from reo RI-II/1934-35 1-336 
venue surpluses. 

Providinga-forcapitalworbexpenditure • RI-6/19~37 1.367 
lU-6(aaa IUb-para) aa.d 1-395-394-
PI-51/ 1937-38 

Sup!' ExciIe-



DfDBX 

1'lJND(8)--I»IIId. 

Contribution to P. & T. Renewals Reserve-

U tilisatian oflarge balance. in GeDeraI Reserve -
UPtboUletl and Liahtlhips. 

--for the Benefit of Cotton Growen. 

Abolition of-for development of Broadcuting. 

Revival of EqUAlisation -- in the DefCDCC 

Parliamentary control over Cess--

GEOLOGICAL SURVEY-
Profits of Utilisation Branch 

G 

GOVERNMENT HOSPITALITY ORGANISA-
TION- . 

• 
PAltAOIlAPK 

P-8I1/1940-41 
R-14/1g.(.1-411 

P::t/ I94J!t. P-ll (sr IU para)f I 944-
45· 

P-75/1945-46 
P-40/1947-tB (Post parti-

tion). 
R-6s/Fint Repon/1951. 

Slt. 
P-63/194·4-45 

P-86/I944-45 

P-73{I94S-46 

P-S/I947-48 (Post parti. 
tion). 

R-Is/Fifteenth Report/ 
1954-55· 

Sf. 
PAO. 

1-48lt 
I-~ 
I-~ . 
1- 16 

I~6, 
11-41 

11""97 

1-6119' 

1-63lt' 

1-6S~, 

II-so, 

II-!l53-!155 

I-53!), 

Working of the -- R-3S/Seventh Report/ 11-171-1711 

Working ofthe-- and fuing of reasonable 
ceiling rates for entertainments. 

GRANT-EXCESS-

19511-53. 

R-40/ Twenty-third Re-
port/ 1956-57. 

:Exccss over lower maximum fixed by F. D. be R-18/19111-1I11 
dealt with departmentally. R-IO/19113-114 

Rr.gulariaalion of excesses over grant 

R-III/19115-116 

R-lg/lgIII-IIII 
R-IO/19113-lI4 

Preventing excesses by limiting money issues not R-1I0/lglll-IIl1 
practicable. 

Should cxccSlies over both grolS and net grants be R-1I7/lgIl1-1I2 
reported to Assembly for sanction? R-1I7/19ltll-1I3 

Principles for preventing excesses over grants . R-3lt/J9ltll-1I3 
R-44/ 191l3-1I4 
R-6/19lt4-115 

ExcessCi under sub-heads disclosed after expiry 
of the year should be lormally sanctioned. 

Preventing excesses c:aused by impostiblity of ea-
timatins percentage for Cltabliahment and tools 
and plant. 

Paragraph III orG. I. Re-
solution, dated 1st June, 
19lt6below R-lI6{lgllS-lIt. 

R-ltl/19l14-115 

R-511/ 19ll3-114 

ExCCIICl under non.votedheada rqularised by R-III2/19lt4-1I5 
F. D. be brought to Assembly'. notic:e. 

I-S 
1-33 

"I-HI5 

1-3 
1-33 

1-4 

1-7 
1-18 

I-lilt 
I-57 
1-67 

1-38 

1-94 

1-60 



'814 • 
GRANT-UCUl-tl1l1td. 

Utilisation IIf un-anticipated cteditll 

:Splilting up of the demand for workingexpenwes in P-9/1943-44 
Railways. R-16 and P-4 (1St sub-

para)/I944-45. 
Excess over grants and charged appropriation~ R-Io/ FineentJ. Report/ 

should be placed before Parliament cxpedi- 1954-!.5. 
tiously for regularisation. 

I~-~95 

1-304 
1-4,88-489 

1-549 
1-588 
1-650 

1-575 
1-591 

Regularisation of excels due to misdassificalion' 
in Al:cnunts. 

R-7/ Sixteenth Report/ . I1-R7SHZ73 
1955-56. 

R-'Z and R-8/ Twenty-fint lI-s05 Preparalion of Advance Appropriation Accounts 
relating 10 excesaesand presentation of Rcpo!ts. Report/I 956-57. 

Explanation for Meeess!'! to be furnished by the R-9/Twenty fint Report/ 
Ministries wilhin four weeks. 1956-57 

<GBANT-FORM-

Separate grant for expenditure in England. R'IO/191Z1-1I1Z 
R-26/19211-23 
R-4B/19114-1I 1j 

Splillillg up P. and T. and Railway Votca 

Treatment of reroverit's in a grant . 

R-1Z2/1921 -1I2 

R-1Z7/191Z1-22 
R-1Z7/191Z1Z-23 
R-8-II/1924-25 

Principle5 for detc.rmining the form of a Demand. R-24/191Z11-23 

Form of Demand, for expenditure in territorial R-IO/1921-22 
area, and in England. R-24-!l6/192!1-1Z3 

R-48/19!14-25 

Estimate for refunds. Proposal for making re- R-54/19!13-24 
funds statutory. Having one grant for all RI-17/1934-35 
refunds except those relating to Railways 
and P. & T. Practice of exhibiting rt'funds 
in Demand. for Granu and Appropriation 
Accounts discontinued from 1-4-1937. 

Conlormity between accounts and Demand~ for R-35/19R4-!l5 
Granb. R-11I(R)/1926-1Z 7 

RII-16/1930-31 

System uf net grants in Army 

Form ofP. & T. Grant • • It-62/19!1S-R6 
Fonn of Railway Demands for Grants to conform R-6g/I925-26 

to that of Appropriation Accounts. R-47/19!17-118 

<Combining capital and revenue expentiture in. .JI.-24/19!26-!27 
one grant. . 

Functions of P.A.C. and Finance Committee for R-47/1927-28 
Railways in respect of form 'If Railway. . 
Demand-. ., . 

., 1-1 
1-18 

1-11 !I 

1-6 

1-7 
1-18 

1-67-69 

1-17 

I-I 
1-17-18 

I'-II \I 

1-109 
1-15:J 
1-1297 

1-138 

1-149 
1-1"10 
1-200 

1-161 

1-1200 



INtlBX 

PAltAORAPH 
GRANT-FORM_nld. 

Separate grants for working expense.· of Com- R-22/Jg!l8-2g 
plmy managed and Statt'-managed Railways. 

Combining the grant~ relating to capital ex- RII-18/1930-3t 
penditure on open line works Bnd expt'ndi-
ture from Depreciation Fund. 

Rcvillion of form of Railway Demands lor RII-9/1931-32 
Grants. 

Larger units of appropriation for accurate 
e~timating. 

RI-5 (3rd sub-para)J 
1935-36. 

RI-... &PI-:20/1936-37 
Fl4& P-4O/193a.39 
R9/ 1939-4O 

Furnishing detail» of sub-head 'Contingencies' R-8( 2nd sub-para)/J939-
in Estimates. 40. 

R-8 (2nd sub-para)/ 
1940-41 • 

Exhibition of deductions for probable ¥aving~ P-35/1940-41 
in a Demand for Grant. 

Simplification ofheadingJI in Detence Budget • P-2(M.A.C.) Item 66/ 
1944-45· 

GRANT-GENERAL-
A5sembly should nol be askC'"d to reduce -_. R-12-16/1921-2:2 

already voted. 

-- once voled \hould not 
reduced. 

and cannot be ?If ote below R-19/1921-22 
RII'9(ii)/1930'3 1 

Splitting up a vote into two or more votes to Fl-21/1921-22 
prevent abuses of powers of reappropriation. 

Should .-- be both gross and net? R-2 7/19!U-22 
R-1I7/ 191111-113 
R-8-11/19:24-115 

Fleappropriation from one -- to another or R-14/1911:2-23 
from a non-veted head unconstitutional. R-16/1923-:24 

R-12 & 27/19:25-26 

Estimate fOl' l·efund,. Proposal for mUing re- R-54/19113-114 
fl\nds statutory. Having one grant for all FlI-17/1934-35 
refund5 except th;,se relating to Railways and 
P. & T. Practice of exhibiting refunds in 
Demands for Grants and Appropriation Ac-
counts di1continucd from 1-4-1937. 

R';porting to Assembly additions and reductions R-22/1924-:25 
made by F. D. und(,r nan-voted heads. 

-- voted by the Lcgi~lature can be added to Fl-12/19:.tS-26 
only by the Legislature. 

Fleserve provision fur cmcrgt'nt cxpenditut·., 

A specific v()te of Am'mbly be obtained for ell- RI-15/1931-32 
penditllre evcn though Assembly. is apprised 
of such expenditure being incurred. 

·Provision for reserve for unforeseen expenditure. PI-8j I 933-34 

PACS 

1-2 97 

1-350 ' 

1-366 
1-42 & 
1-446. 

1-446-

1 ..... 63. 

1-+ 
1-295 

I-50 

1-7 
1-18· 

1-67-6g· 

1-16-
1-34 

1-125&1390 

I~3-
1-336 

I-g5. 

1-1115 

1-231 



:978 

PAllAOItAPH 
GR.\NT~Id. 

RetaininlJ levcralll'anta for capital C1Cpenditure RI-8/19S5-S6 
and a cal'ita1.head for expenditure on the PI-lu/i9S6-:n 
commutation or pensions. 

Charging cxpcr1diture on unremunerative iteD!.l PI-IIS/19S6-S7 
to revenue. 

Budgeting for Civil Works 

Inclusion of the appropriation for Defence Depart- P-8I/1938-39 
ment Secretariat m Civil Eatimatea. 

Distribution of proviaion for works between R-19/1940-41 
spending authorities. 

Watching proper utilisation of - made to P-86/I94,4-45 
State Governments. R-!u/Fil'lt Report/ 

1951-52 • 
R-4/Third Report/1952-53 

Control over capital -- and 8urrender of funds R-1S(b)/Fifteenth Report/ 
thereof. 1954-55' 

PAO!! 

I-S53 
1-369 

1-632 
11-68-69 

11-138 

1I-25.1 

Parliamentary control over Ceu Funds • - R-15/Fifteenth Report/ 11-25S-255 
1954-55· 

Sanctioning -.- towards the end of financial P-I80/Fif'teenth Report/ 
year should be avoided. 1954-55. 

- to various Scientific Societiea • 

GRANT-SAVlNGS-

R-99/Sixtct.nth Report/ 
1955-56• 

Anticipated saV:.Dp be brought to notice of R-II4/192S-24 
Department concerned by Controlling Officers. 

Estimating lavinp accurately and their surren- R-5/194S-44 
den. R-2 and R-14 (sub-pa\oa 

II) Second Report/ 
1951-511. 

Adjustment of debits for lupplies and ICrviccs R-21/194S-44 
renderC'd by one department to another. R-7/1944-45 

Lapse of funds due to non-receipt or non-a<ljust-
ment of debits for supplies and ICrvicCi ren-
dered by other Departments during a financial 
year. 

R-S and 15(i)/1947-48 
(POIt-partition) • 

Debits for supplica and aervicea --. • Accurate R-7/Seventeenth Report/ 
estimate tfiercof. 1955-56. 

GRANT-SUPPLEMENTAaY-

Baaing -- and appropriations on actual re- R-I4-17/19111-u 
quirementl and not on reviled eSlimatea. 

No re-appropriation should be propoaed in R-IS/19lI1-I111 
placing supplementary demands before the 
AalCmbly. 

Method of obtaining -- from the Auembly R-I6-19/19111-1I11 
and its advantages. IU-II/19S9-S4 

PreRl1ting to Auembly a ltatement of non R-!lI/I9114-115 
vokel - IaDctioncd by F. D. 

I-S62 
1-589 

11-3-5 

I-II 



Protedure and principles to be followed in pre-
sentilll lupplementaly demandl for ,arantl. 

R-g/Ig26-27 
R-17/1927-28 
RI-1 III fJSS-34 
AppendiX VIII/1934-3S 

(part I). 
A~dix V/193S-36 

(Part I). 

-- be distributed between lub-hew and R-40/1927-28 
demand umtJ. 

How unneccuary -- can be avoided 

. J.atelt acmall be atudied before prcaendn, a RI-5/1936-37 
supplementary demand. 

Sanction should Dot be obtained in the middle R-S/I94\2-43 
of the year for expenditure not reaDy urgent. R-6/1943-44 

GRANT-TOKEN-

When token vote should be obtained • 

Token vote for alternative Railway projectl. 

- should be obtained for purchase of a Railway 
even if the expenditure can be financed from 
savings in the grant. 

A supplementary or a -- be obtained for a New 
Service or Ilctivity not already approved by the 
.Legislature at the earliest opportunity. 

Supplementary grant obtained for a specific 
purpose should not be diverted to other pur-
posea without obtaining a token vote. 

GRANT-VOTABILlTY-

R-20/1923-24 
R-ly/1924-2S 
R-7 1926-27 
R-1o/l94s-tt 
P-IS/1945-4 

R-371 I 927-28 

R-17/194O"41 

R-iol 1 943-44 

P-IS/194s-4,6 

_ of disbursements under Loans and Advances. R:3/1925-26 

Declaring an it~m as non-votable which haa- R-S9/'925-116 
hitherto ~en votable. 

Test for detennining wht>ther a spcocific.- vote of R-3IlJI928-29 
the Assembly is required. 

A specific v,ote of Assembly be obtain~ for RI-IS/1931-31 
expenditure though Assembly is apprised of 
such expenditure being incurred. 

Spccifi(' vote necessary for creating fundi from RI-u/1934-3S 
revenue lurpluses. 

Splitting up of the demand for working expeDICI P-g/1943-" 
in Rail_,... R-16 andP-4 (SIt lub--

para) 19"-.5 

877 

PAOS 

1-151 
1-173 
1-325 
1-340 

1-354 

1-1g6 

1-44 
1-g2 

1-151 
Ij51 
I 52 

1-195 

1-468 

1-551 

I~5il 

1-119 

1-149 

1-1131 



878 INDEX 

GRANTS-IN-AlD-

Sub,idiary acC'ounb of institutions supported by 
-- from Government. 

PARAOItAPH 

R-38/'92 4-2 5 
P-IJ 1/'928-29 (reproduco 

ed as Note below R-SS/ 
'924-25). 

I-II I 
1-1(.2 

Pro('edure for payment of -- fixed at a (.-ertain Rr-'4 (2nd sub-para)/ 1-30 5 
percentage of actual expenditure. '93'-3'2. 

Powers of financial representative on New Delhi PI-6/'934-S5. 
Municipality. 

Research schemes financed by the Jmperial RI-7 and PI-13/'936-37 
Council of Agricultural Researeh from --
given by G. I. 

Audit of -- paid by the Government of India R-36 and P.roo/Fint 
to the Central Universities. Report/1951-5L 

GROW MORE FOOD SCHBMB-
Responsibility of Central Government 

agricultural development. 
for R-43/Fil'!lt Report/19SI. 

52. 

GUARANTEE-

-- from Provincial Governmenta for unre· P-4/1942-43 
munerative railway lines. 

H 
JUGH COMMISSIONER-

PoweR of re-appropriation 

-- 's financial powers . 

Purchase of a car by -- without prior sanction 
of Government. 

Functions of the -- of India in U.K. Dis-a·uis 
the Central Ministries. 

JUGH COURT JUDGES-

Payment of fees to -- . 

HlNDUSTAN AIR CRAFT IJMITED-

Dcpartmentalisation of accounts of the --

HIRE (ING)-

R'26/ 1922-23 

R·u (ii)/Fint Report/ 
19f·52• R-I /Seventh Report/ 
1952'53. 

R·!l6 (iv) /Fint Report! 
195 1-52• 

R-17/Ninth Report/ 
1953-54· 

R-46 & P-92/Fint Report/ 
'951-5!l. 

R'41/Fourteenth Report/ 
1954-55· 

1""339' 

1-18 

11-69-72 

11-164-16.> 

11-73 

II-195- 1g& 

Non-recovery of -- cha~ for Btores issued on R-8/Second 
'95'-52 • 

Report/ 1I-llIO-llI.I 

-- of a private building for Railway use 

HONOlURY-

R-'7 (v)/Second Report/ 
195'052• 

Appointment of - worken for yaluation of R·17/Twentieth Reportj 
MIIet. 1955-56. 



Dma 

I 
IMPIIBUL OOIJNCIL OF AGRlC1JL1'UIUL 
...... 011-

Relearc:h .chernel financed by the --

1MPIlUT-

PARAGRAPH 

The -- given to Military Ofticcnlhould be rea- P-20/1~7-4B (POIt-meted and subjected to periodical verification partiuon). 
by the Military Accounts Department. 

:f<"ixation of the amount of-- of Military Officen. P-20/Il}t7-4B 
partltiOn) • 

(Post-

379 

11-]6-37 

Periodical verification of cuh balancea with the R-57 lit s8/Ninth Report/ II-~o!) 
-- Holden etc. 1959-54. 

Fiaation of the amount of -- and \Ite of P-8s/Ninth Report/1953-
elllC:rFncy cash requisition. 54. 

INCOME AND EXPENDITURE ACCOUNT-

Scheme for the Registration of Accountants P-72/1939-40 
should be placed on telf-supportilll buis. 

INCOME-TAX-
Payment of -- direct into the treuury 

Check of -- receipts 

Audit of -- receipts 

R-39/1923-24 

R-31/192S-26 

PI-33/1936-37 
RI-8 and PI-37/1937-,8 

Registration of Blllinell Nanaes to check evuion P-65/1942-43 
of -- and luper-tax. 

-- oonceaions in anticipation of lqislation. R-28/Firteenth Report/ 
1954-55· 

Levy of Income-tax on perquisitel ftz. rent- R-67-71/Twenty-third 
free accommodation IUld value of the cost of Report/1956-S7. 
water and electricity chlUJ'Cl supplied free of 
charge to the Min.itten. 

INDBNTI-

Plldiamcntary control over adYance -- Cor 1l~3O-SI/lg22-23 
Railway Itorel. 

Purchuc of .torel in driblets not dCllirable. It-SI(i)/lg!l6-27 
Periodical -- preferred .. 

-- for gooda abouId not be marked urpt R-IS (M.A.C.)/1942-43 
UIIIlCCCII8Iily. 

INDL\N STORES DEPARTMENT-

Percentage levy on ltorel lupplied through -- R-50/1924-25 
London. 

Makin, -- teIf .uPportinl 

2S-5 Compt. A.G./58 

I1--w6 

I-S3 

1-140 

1'"37G 
1-394-395 

1-540 

I-IGg 

1-530 

1-115 

I-I 3t-1 35 
-.69 
1-'19 



INDIAN ITO ... DEPARTMENT-uUI. PAllAOIlAPIl 

r>;on-commercial portion of -- connected ~~ "-!l!I/1~5-~6 
the development of Indian IndUitriel Ie U-
bibited leparately. 

Figures of Administration Report of -- and of R-54/19R7-!l8 
Appropriation Report should agree. 

PrtfortM accounb of--

Exhibition of recoveries of deparunental ch..... "1""'95/01-33 
of--. 

Makin! the London Stores DepattlDent a part of P-77/1938-39 
-- ~pr.cticable. 

Q.1IlUi Commercial accouoc, aI-- induaive of PI-9I/1937-98 
~ furma credita from non-commercial depart-
menta. . . 

INDIAN TELEPHONE INDUITIUD-

I~ection of stores purch~ o"crpeu bY -- R.56 (i)/Tentb Report/ 
tbroush Automatic 'teltjJJ\one and !I~etr.it 1953--'4. 
Company Limited. 

~IVIDUAL RUNNING LEDGER ACCOUNTS--

1-135 

1-4004-

II-:l:l1 

Maintenance of -- of officen and personnel R-12 (M.A.C.)/1942-43 1-5261 
1m the war system of accoUntiIll. 

JM)USTRY-

Fixation of price for suppliel made by --

JNSPECTlON(S)-

Value oflocal-- empha.sbed 

Irregularities brousht t(l.Uaht bY Jocal aud,it alld 
-- of the accounti onu.S'.It. Dep~inent. 

Scrutiny of 1_ in Medical Stores Depota by 
administrative authorities and local audit and 
-- of their accounts. 

-- of Defence .tom plltchued abroad 

R-34/Ign-!lg 
R-!l9/ 19!16-!l7 

R-II6-!l7/ 19!14--!l5 
Jl-1S/lgRS-!i6 
P·57/1946-47 

R-Is/Ninth Report/1953-
54· 

-- of stores purchased eversc.. by Indian R.-66 (i)lTenth Report/ 
Telephone Industries through Automatic Te- 1953-54. 
lepbone and Electric Co~pany Limited. 

IN'J'EREIT-

A(ijustment of-- payable by Provincial Loam R.-1I/19~4-jz5 
Fund to G.I. 

Provincial Governments should pay -- on 1l-37/19!18-29 
ove~rafta. 

~tidgctinl for contribl.\tion .to ~e Depreciation P-II·49/195~-36 
Reserve Fund and -" - ~. 

1~106-1U6 
1-131 

11-221 



P ... O ..... PH 

Report/ 

Lc.. in import of fcrlili&en due to purch_ R-17/Seventh ~epor'/ 
through -- and not on Government to Gov- 1951-55. 
emmellt bula. 

Puchue or lton!I through -- bavin,liulC! or no R-43/Nin&h Report/ 
. ~ndina ahould be a~~.1953-5.4' 

.lNVDTOay-.' . ~ , .. , 

Maintenance of -- of Government property, R-S5/19:zg-lg 
.tol'a, dead. 1t.ClCk, . etc. 

S" 'Appro~tion Accounu and Audit Report', 
'Audit', Colltrol' a~ '~ciplinary A~tion·. 

~ua-

RI~cruitment of -- through 
Employment Exchangea. 

LAPSE~ 

Sn "F.stimate", "Reserve". 

LEGAL OPINION-

L 

thr. agr.ncy of R-55/Fiftecnth Rr.port/ 
1954-55· 

Highr.st legal advice Ihould be obtained in case of R.-gg/Nineteenth Reportl 
two conflicting legal opiniona. t!l55"S6. 

Income tax concellioDl ~n anticipation of --. R-18/Fifteenth Report/ 
. 1954-55· 

4GJI'I1IOUIU AND ~~ 
t:tiliaation of balancee in the General Reserve P-63/19+4-45 
;Fund-. 

LOAN'-

.!,II 

11-181-182 

tI-Ir.O 

Ir~65-:z66 

11-297 

U-26o 

1-61 9 

J\,I!r'aqementll for reCQverica of -- from Statea. R-14 (ii)/Fifteenth Report/IJ-159--2(jo 
1954-55-

.l.O.\NI AND ~V~QEI-
Are dlabunemenu under -- votable ~ R-3/ 19I5-16 

G.I. to examine pl'OlpeCu of projects financ;ed R·35/r.91Z9-30 
from -- to be granted by thnn. RI-IIITI93o-31 

C101C1' eatimatel by Provincial Governmenu of RI-1I0{lgso-31 
-- required from the Provincial Loana 
Fund. 

Uaauthorlaed advance payla'" made by Indian R.-44/~teenth Repert/ 
MillioDl abroad. . . 195~~56. 

1-119 

r-1 72 
141 



382 INDEX 

LOANS AND ADV ANCES-eonld. 

Write-oft' of -- to be made with the. approval R,-94fTwenty..third Roe- I1-PI-3!2~ 
of Parliament. port/1956-57. 

LOCAL AUDIT AND INSPECTION-

S" 'Audit', 'Inspt"Ction'. 

LOSS(EI)-

Treatment of -- of revenue in accounts R-38/19!23-!l4 
R-35/19!15-~6 

-- sustained by Government through fraud or R-36-38/19!l5-!l6 
Mgligence. R-!2g-30/19~6-!l7 

1-145-146 
1-165-166 

Whether -- in central tranlaction, due to neg- R-29(3) and 30/'926-27 1-166 
leet of servallts of Provincial Governments 
a. Agents should not be a pro-
vincial charge. 

Reporting of cases of theft, fraud, defalcation, RI-14 (lit sub-para)/ 
etc:. to G.I. 1931-32. 

Fixation of monetary limit for exhibition of A~dix X/1932-33 
individual extr ..... tatutory remissionl of reve- (Part I). 
nue in Itatements IUbmitted fo Principal Audi-
ton. 

Writing oft'the balance under "Purchases and PI-7./1936-37 
Sales of Silver". PI-32/1937-38 

Urgency or aecrecy DO excU8e for neglect of ordi- P-8I1/.193g-~ 
nary precaution~ arawt --. 

Railway Adminiltrationa should not accept any P-122/194O-41" 
ltatement of a legal nature without conaulting 
legal advisers of Railways. 

Prohibiting local purchases of stores . !l-IO (M.A.C.)/1942-43 

Indents for ~ should not be marked urgent R~15 (M.A.C.)/1942-43 
unnecessanly. 

-- to Railways in allowing grain .hops conees- P-8/1942-43 .001. 
Inclusion in Civil Audit Report a aection dealing R-13/1943-44-

with financial irregularities, -- and nugatory 
expenditure. 

Strict compliance of orden relating to procedure R-4 (M.A.C.)/1943-44 
to prevent -- in Government stores. 

IDfructuoUi expenditure to be included in Audit Pog (M.A.C.)f1943-44 
Report but not in statement of --. 

To fix rClfJODlibility for -- suitable procedure P-II!1/1946-47 
ror handling money in Railways be devised. 

SeruMY of -- in Medical Stores Depota by P-57/1946-47 
.dminiltrative authoritiea and local audit and 
iUlpCCtion o( their accounts. 

llec:oYery fromofticers whOle negbJence aa Wb- P-rgi 1947-48 (Pre-parti-
tributed to -- of public money. lioD). 

1-586 

1-606 



INDBX 

PARAOAAPlf 

LOI8{E1)---unId. 

Adjustment of -- 011 Railway Collicries 

Prompt action against officiala reaponsible for--. R-2o, 25. 26 (vi) and 27/ 
Firat Report/195'-52. 

-- duc to change in specification after placing R-3S/Fint Report/'95'-S'l. 
of orden. 

383 

PAGE 

11-74 

-- in the publication of the All India Radio R-49/Fint Repon/195'-5'l. 11-9<> 
Journals. R-go/Sixteenth Report/ 11-282-284-

-- due to non-ob5ervance of rulea and pro-
cedure and relaxation of contract specifications. 

MeaaUJ'tl to reduce -- on the AU India Radio 
Joumal •• 

1955-56. 

R-'l.7/Scvcnth 
1952-53. 

R-44/Scvcnth 
1952-53. 

Report/ 

ReportJ ll-17~H73 

Fixation of monetary limit for sanctioning write R-19/Eighth Report/'953- 1l-'93-194 
off of -- by officers at various levels. 1954. 

Rc:porting of CaICII of-- or fire in Defenc~ Storce R-16/Ninth Report/1953-
Depoll and Installations to the Police. 54. 

LUMP C1JT-

Sit 'Estimate'. 

LUMP PR.OVlSION-

&, 'Estimate'. 
M 

Machinery for executing repairs to P. &. T. build- R-23/1927-lZ8 
ings. 

-- oC uneconomical Railway wagons 

Departmental-- DC bric:b undertaken by Rail- R.-45/1927-118 
ways. 

Writing up the book value of stores on the buia P-47/194lZ-43 
of new iuue rates and above COlli objectionable. 

Proc:ureDient and -- of commonuscr items R-20/Ninth 
in India. I 953-5.f. 

1-175 

1-199 

Report/ 11-197-199 

Powers of Director General, Ordnance Factoriol R-7lJNineteenth R.eport/ lI-lZ!*-1I9'; 
for -- in Ordnancr. Factories for atock pur- 1955-56. 
poICII. 

MBdUREMENT BOOK-

Irregular upkeep of -- deprecated 

MEDICAL ITOIlES DEPOTS-

Scrutiny of 1_ in -- by adminiltrative au- P-S7/1fH6-47 
tborities and local audit and inIpection of thair 
accounts. 



P.utAGIlAPH 
MlLlTARY-

,~uo 'Ocfence' and 'Defence Sfirvkies'. 
altLrtAllY A~ COmttrra-

S. 'Committee'. 

MILITARY DADlY FARMS-

Rc:vi~ of rat~ of deprcci.~oJ1 pn li~estOdc and P-3 (M~A.O.)/I944-4!s 
buUdings in o 

__ with rd'crente to practice of 
Commercial Dairies. 

MlLrrARY ENGDfED SD:vlGII-
Reduction in percentage of establishment charges 
in--

Ik-viation from original programme should ~ 
limited to case. of extreme urgency. 

FAlimatinlJ and sanctioning War emergency worD 
in·-

RJ-.(M. A. C.) I ~d 
PI-7 (M. A. C.)] 193'1-36: 
P-6 (M.A.C.)/ 1938-39 
~ .... (M.A.C.)/I93Ho 

RI-5(M~A.C.) and PI-20 
(M.A.C.)/1937-3B• 

It-3(M.A.C.) /1939~40 

1-6~4 

1-449 

Guarding against high ratea where non-competi- R-S(M.A.C.)/I!Wl-4 1 J,-~ 
tive lingle tcoden and negotiated contracts an: 
accepted. 

Centralising infonnation regarding rates paid P-9(M.A.C.)f1941-411 1-5'1! 
for works executed by --

Schedule of rates in-- and transfer of Chief P-13(M.A.C.)/1942-43 I-Sot I 
Tcclmical Examiner from Quarter Muter 
General to Engincer-in-Chicf. 

Review of Ih" working of-- R-4 and 5( M.A.C.) and 1-497-498 
P-5 and B (M.A.Q.)/ 
1941"42. 

The peace time procedure' under WbidI.-tunOo P-B(M.A-.a.)fltH-0 
t ioned under the Q,larter Muter General 
.hould be reverted to. 

l-6!s 

-Rulcaregacding chartering ofplanel by -. R-4S/Fint Report/19S I -SI1 11~7 
Levy of Income taX on perquil'teI vat. rent-tree U7-71/T\I'CIU¥-thiftI Re- 11-3I6-S19 

accommodation and value of COlt of Wlltero And Port'lg!J6-S7. 
electricilY ch&rlel .upplied free of charge to 
the--

MINISTRY (IES)-

Rcaponsibility of' the Indenting -- and the R-Io/Second Report/19SI- 11-121-124 
Purchase O!,!aniaations and dutica and jlOwetI 5t. 
of Ihe Director General, India Storca Depart-
mall, London. 

Finance Ministry should settle differences ~-4f/piIteen(h R.eport/ II-i6s-t6S 
bctween-- 1954-55. 



MINIBTIlY(IU)--MII4If. 
'.n~ work relaliar to the P. A. C. to a anUor 'ar.aph 5 (IntrOdUc-

oIicer IQ e.ach-. tion)l Twenty-thitd 
R.epOrt/1956-,57· 

CommwUcatiOll of irrqularitiea committed by 1.-S4/Twenty-tkitd Re-
aD aIicer beloariur to ODe -to another - port/I956-57. 
where the oIBc:er u propod CO be re-eQlplo~. 

MINT-

A1::eat of profit on tbe circulatiOD of Small '-16/1939-40 

/'1'O.t- accounts of- and periodical verifica- P-35/19411-43 
lion of irl 810,,". 

MlSSION~ 

I"~inl( of finucial propaNl. in the- il-4P/SiatoeDtI!. ilc;port/ 
;~Ilrotd. 1955-,56. 

P ..... 

11-1175 

Unauthoriled advan~ 
lodian - abroad. 

paymentl made by 1l-44 /Sixteentlt ilepotr/ il-1175-280 
J955-56• 

Sale or transfer of (:ars by the Heads of - . a.-45/Twenty-thini Re-
pon/1956-57· 

MarkiDlr ofcutlt'ries anJ croc:keries ofIndian-- R-47/Twcnty-third 
with lndiu crest. port/I 9,56-57. 

MONETA.IlY UMIT-

Prevenlil1l exc:r.as expenditure bylimitiDl moDey 1.-1I0/ltt.-n 
iJauea. 

ke-

1-4 

F'ixalioD of ---- for exhibition of individual mltra- Appendix XI 1131-S! 1-510 
=~ rcmiaiOlll of ~uc in ItatetDenti (Part I). 

'ned to Principal Audltori. 

W1tfmawal of -- in .dvance oIiequirfilllerati. ".51/191,,25 

To fix responIibility Cor lossq lUitabl~ procedure '-12/19(.6-.7 
fClt handling -- in Itanwa.,. be deYfted. 

Recovery &om offk.ers w~. D~lipce bad r-19/1947-fS (Preparti-
cabtributed to 1011 ofpubHC _.-. clop). 

~A.LI'I'Y-

Bonvwing mODe)' Crom a -- to meet expeodi- 1.-48/19113-11. 
~ debitable to Govel'lllDCllt u irrqrufar. 

POWU'I of financial representative on New PI~/r934'35 
Delbi -. 

1-666 

I-59 

1-339 
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N 
NATIONAl. IDGBWAYS--

Maintenance Qf -. R-51/Seventh Report'l9- 11-174-179 
52-5S' 

NA VAL DOCKY.um&-

I ntroduction of cost accounting system in -- and R·6s/Ninth Report' 1953-
Govemment Commercial unckrtakinp. 54. 

NAVY-
s.. 'Defence Services'. 

NEW SERVICE-CASE LAW-

Safeguarding of a lOurce ofrevenue OD IUbititution R'23/1926-27 
of one instrument of service for another-tlol /I 
IIIW s",IIi". Grant-in·aid to a new Provincial 
hospital of one lakh-a 11110 $11M. 

Erection of a boiler and an electrie perating R'SIl/1927-28 
plant at Ghuipur Opium factory_I II 
I/IID ",,,",. 

Expenditure on convenion of R.I.M.S. Duft'erin R-SS/lg27-28 
into a training ship-llOl II _ seruiCf. 

Purc:hue of Anand Creamery by Apicultural R-34/lgt7-1' 
Department from Army DepartmeDt-llllD 
IIIvi". 

Installation of an electrolytic lilver refinery at R-3S/lg27.11S 
Bombay Mint -- .,10 "TrAeI. 

Re-armament of Quena Peshin Police-lICIt R-S6/1g117-28 
" IIIID ""'"'. 

Construction of a new. Ilailway line-IIIID R-S7/1927-28 
slnli&t. 

Drainage channel on Kadu Lake-uw """". R'SO/1928-19 

Re-modelling of Tatanapr worbhop~' R-SI/lgll8-119 
II 11110 11m". 

Purchase of a loud speaker apparatUl-lioi R'sa/1928-a9 
II 11110 ,,,~iu 

Purchue of buildinp for the uae of Ineome Tax R-S3/1g2k9 
Department-IIIW ifU""",,1Il qf II",",. 

Expenditure on traffic surveys on G. I. P. Railway R-a8/19119'S0 
- filiI II IIIW ",uiu. 

Additions and alteratiom to locomotive I'1IDDiIII RII-IS/I99I'311 
Ihed at BhUlbawal__ ",rAeI. 

IDItalIation of wirele.. letl on railwa~ 1l1I-1 5'1911 1-" 

I11III ""'"'. 

Conatruction of a rin, bund at Damukdia- RII.II/19311·:U ItO' II _ smziu. 
Regirderiag the track of Delhi Jumna Brqe on ... IUI-II/19sa-" 

North Watem RailwaY--' II """ ,.,.. 

II-iZ06 

1-159 

1-194 

1-194 

1-19-1-

1-195 

1-1955 

1-3 11 

1-311 
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PA.RA.OAAPH 

Expenditure on -- which can be met by re-ap- R-20/192S-24 
propriationihoulrl be brought to Assembly'. no- R-19/1924-25 
tice by mean. of a token demand. R-7/19116-27 

Reporting expenditure on -- to Finance Com- R-19/1924-115 
mittec not enough. 

RlI-appropriations of savings to meet the cost of R-20/1924-25 
-- under non-voted head!. 

Provision lor expenditureon-- be made in the R-27/1925-26 
original cstimatc5 of the year orin the budget or 
the year following. 

Interprctation of the term -- need nOI be pre- R-22/1926-117 
cisely defined but a body of case law be evolved 
to govern concrete cases. 

Ar. G. to furnish to P. A. C. a M:morandum of R-SI/1927-28 
doubtful caSCB of--Dlscontinued. RII-II/1932-S3 

Individual traffic surveys (RailwaYft) exceeding R-28/1929-30 
Rs. 10,000 be treated a. a --

Case. relating to-should beCormally regula- RI-3S/19So-S1 
rised by the Assembly. Past cases hith~rto nQ' 
regularised be tacitly co'ldoned. 

Procedure Cor regularising expenditure on _ RII-29/1930-31 
eltpDsl.(acto. 

Uliliaation of reserve provision in Railway elti- RII-r6/1931-S2 
mates Cor meeting expendiutre on--

A supplementary grant or a token grant be Db- R-IO/J943·44 
tained for a - - or activity not already ap-
proved by tbe Legislature at the earliest po .. i-
ble opportunity. 

Is purcha,eofaRaitwayby Government a -? R'17/ 1940-41 

Re-appropriatioll ofCunds to meet expenditure R-ls(g)/Sixteenth 
on a -. Rcport/r955-56 

NEWS AGENCIES-

,87 

1-93 

1-139 

1-194 
1-3111Z 

1-260 

1-2 93 

I-SOl 

Payments by All India Radio to the --fthould R·46/St'VC'ntb Report/ J 952• 11-173-1 7~ 
be made on the wordage. 53· 

Royalty from the --for the publication of daily R-44/Seventh Report/195!!' 11-172-173 
radio programmes. 53· 

Reference of cases to .rbitrationin which --has R-84/Thirtecnth Reportl 1I-2S7-!139 
been liglled by the contractors. 1954-55. 

NON·GOVDHMENT ORGA.NJ8A110N-

Purchue aD behalf of a- R-97/Sixteenth Reportl 
1955-56• 



NOR.TIIEIlN INDIA 
DJ.fAllTIIBNT-

SALT 

See ~'Appropriation Accounts ~d Audit Report 
Salt Department". o 

ORDNANCB.ACTOR.DS-
No work mould be undertaken in -- for out- P-6/1946-47 

side parties until the rate~ had been accepted 
and deposits made. 

Accounting of overhead expen.cs in-- P-30/1947-48 (Poat-par-
tition). 

Procurement and manufacture of common USt'l" R-~o/N'inth Report/ 
items in -- 1953-54. 

fl-197- 199 

Supplies by-- to Defence and Civil Orrani- R-30/Fourteenth Reportl 11-24. 
sation! at Competitive'rateS. 1'954~55. 

Pr~dureofplac::ingordcraonthc Direc,~or Ge- R.-34/Ninetecnlh Reportl U-~!.SHl~4 
neral, Ordnance Factories and periodIcal re- 1'955-56. 
view thereof. 

Powen of the Director General, Ordnance fac- 11-7r'/Ninetecnth Report/ 1'1-294-295 
toriel for manufacture in -- foratocltpur- 1955-56. ' 
pose •. 

Full utili.ation of productive capacity of--

Adoption of eflicient and economic methods of 
production, in--

OVERDRAFTS-

R;-74/N'ineteenth Reportl 
1955-56• 

K-75/N,neleenth Rep"rl/ 
1955-56• 

ProVincial Governments Ihould pay intC'rett on R-n/19ItS-29 

Recoveriel of--

--to a public servant should be recovered 
promptly. 

p 
PAR.LU.MENT-

P-25' 1 942-43 

P-8(M.A.C.)f 1943-44 

11-19:> 

1-1!l6 

Write-otT ofloans to be made with the approval R-94/Tweqty-~ird Re- I1-31t1-~1I2 
, of - ' port/I956-5'7. 

PASSES-

Pree--torailway olicials 

PAY AND ACCOUNTS OI'FlCB (a)-

Utility of R.-23-24/'OV't' $ 
R.-~4/1925-!I 

IJud,etinr procedu're in areu havinr-- R-56/19!17-!lB 
--helpful to departments in matten offinan- R.-19/1~2B-29 

cial control. 
--, be COD~U'~ ip ~~t~~ ~fre-:~pproprjatioD, -R-19/J91lB-1I9 

lupplementary Ifants. l\lffen'ders. etc. 

~ 
1-104 

1-119 



P"Y AND .u.LOWANCBS-

Re\-iiion 01'-- .hould not have retroipective 1l-2s/1911l-U 
drect . 

. ---- to Pro\'incial Governments for Alency Cune- R-'O(ilem 3)11915-26 
tiom. 

Qlera who maintain accounulhould not be allow- R-,1/19IS-16 
ed to make --. 

E"."IIIiII-- to contraclor •. R-27(4)f1926-117 P~af 
(2nd Jub-para)M.A. 
O/llKS-'" , . 

P-17 (M.A.C.)/I94f" 
-4S 

Crcditin, tOIUJpenle by debit to service he'Ci con- P-14/194r-.~!i· 
ce,ned of -- not actually made is irre,war. 

lrre .... lar concessions or additional -- to con- R-17(3)f1916-17 
tl'acto..... P-I. (1St Bub-para) 

E,,-,rllti. -- to c:ontractonforHIIII./iM miltakes 
in contracts. 

-. - by AII-Indi. Radio to the news a,encit' .. 
Ihould be ntade on the wordqc. 

11944-45 

P-II (Indlub-para) 
M.A.C. 1943-44' 

P-17 (M.A.e.)/I944 .5 . . 
R-46/Scventh Report 

/1951-53 

Advance -- to the U. K.. Government 
luPply of .tore •. 

for Polls/Ninth Report/ 
1953-54 

PEHIIOH-·-

P~II 

I-II~ 

1-608 

1-'&7 

1-656 

U-173 

Disciplinary action in case of oeicen afler retire- R-'l3/192S-14 1-5~ 
meDt. 

O.tculation on an actuarial bUb of tbe annual R-16/1924-'S 1~9 
charge for -- of P. &: T. Department. 

Fixinga limit beyond which commutation of.-- P-3-/191O-+1 I-.al 
need not be allowed. 

Tramfer of Stcrliq Pensionary liability to the R-18-13/Fifteentblle- U"$5-1159 
U. K. Government. port/I 954-S5. 

PERCBNTAGJr,.-

-- foreatablilhmentand tools and plant charges R-S2/1913-114 

-- levy on stores lupplied tbrourh I. S. D. R-SO/1924-25 
London. 

PHOTOSTAT -

I-50 

i-II~ 

KeCJi!iDI of-- copietl of doCUOl.Cnh to be iii. R,,,a/Flfth Report! 1I-1~6-ln 
wIth a Court. 19~.~!S· 
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l'AJtAOIAPH 
POLICE-

Reporting of cases oClos. or fire in Defence Depots R-16/Ninth 
and Installations to the-- 1953-54 

POLICE CLOTIDNG AND EQ.UlPMENT FUND-

Advantage of 'fund' 'systemover' 'direct chargl,t RI-14/193D-31 
system and test audit of -- accounts. 

PORTS AND PILOTAGE-

Report/ 

Separation of accounts under -- • R-ss/Fint Reporl/195 1-
1952 

PORT TRUSTS-

Il-I.95 

1I-91-g6 

Subluission of Audit Reports on the accounts of R-56/Fint Report/1951- 11-96 
-- to the Parliament. SII 

POSTAL LlFEINSURANCEORGANlSA110N-

Maintenance of Commercial accounts of-- R-6g/First Report/1951-
19SQ 

Working of the --

POSTS AND TELEGRAPHS-

Splitting up --votes . 

R-5s/Tenth 
1953-54 

R-211/1921 -22 

Estimating and control of c:x:pcnditure in --Dc- R-55! 192:-1-24 
partment. 

Creditforservieesrenderrd by-- Department R-58/19113-24 
R-17/19114-2~ 
R- 17/ 19115-116 

Writing down ofunserviceablestocb 

Security from -- official. Existence and 101- R·60/1923-114 
veney of sureties. R-66/191l4-25 

Commerciallyttem of accounts in -- R-IS/1924-25 
R-17/lg25-26 

Calculation on an actuarial basil of the annual R-16/19114-25 
charge for peDl~ of --Departmeut. 

Cudoms duty GO foreiIQ parcda realised by -- R'"34/1925-l1fi 
Departrnmt. 

Form of -- budget, accounts, Appropriation R-6lI/lgIlS-26 
AccountB and Finance and Revenue Account •. 

Check over current purchases of no res in -- . R-65/192S-26 

Combining-- capital and revenue expenditure R-24/19116-117 
in one grant. 

Sanction oCG. I. neceuary for free use oc trunk R-1I8/19116-27 
tel~boneline by a firm baving budDeII tran- R-lIO/19lI7-~ 
sactlons with -- Department. 

Fixin, rate or contribution to Depreciation Fund . &-35/19116-117 
aad ita utilisation. &-114'19117-118 

Report! 

1-6 

1-64 
I-go 

1-134-

1-.64 

1-6:; 
1-116 

1-77 
1-134 

1-89 

1-149 

1-170 
1-175 



INDEX 391 

PARAGRAPH PAOli 
POSTS AND ~1tI. 

M:\chinerr for executing repain to -buildings R-23/1927-28 r-r7~ 

Reduction of detailed heads where possible R-85/1g26-27 1-171 

Seuing up a Committee to ez;:Iuire into com-
mercial results of working -- Depart-

R-24/1927-28 1-175 

ment. 

Financial position of -- Department R-'4/ 1g29-30 1-271 
RI-16/19~S I-~ RI-Io PI-76-77/ 1-

1936-:37 

Constitution of a Renewals and Replacements 
~e.erve Fund for Depreciation Reserve Fund 

PI-54/ 1933-34 1-3,1 

10--. 
Curtailing eonceaiom on multiple addras press RI-IO &: Plt/1936-17 1-s68 

telejltams. RI-II &: PI-7 11937-3 1-397 

Contribution to Renewals Reserve Fund -- P-82/194O"41 1-482 
and apportionment of cost of petty worlu R-14P94 r-42 1~3 • between Working Expensel and the Fund. P!3I~N'" 1- 0 

P-2 / 3rd lUb-para) I 16 
/1944-45 

P-7s/194S-46 I-6S6 
P-40/1~7-t (Post- 11-41 

partihon 
R-65/Fint Report/t951- II-97-I03 

Excessive store balances in the -- Department 
52 

R-25/Fifth Report/1952- 11-1[>4 
53 

Recovery from contractors employed for the R-27/Fifth Report/1952- II-15S 
handling of' treasury work in the Post offices. 53 

Policy for construction of buildings by the -- R-36/Fifth Report/ 19S2- 11-157 
Department. 53 

Propriety of utiliai~ the revenue realised under R-43/Tenth Report/I 953- II-219-R2O 
the 'Own Your elephane Scheme' for CWTCIlt 54 
expenditure. 

Procedure for collection of dues ~ 
Department on behalf of other t. 

R-32/Twenty-aecond Re- 11-311 
port/1956-57 

Procedure for ban~ caah and postage stamp' 
etc. in the Head Branch POit offiCl!l. 

R-52 and R-M/Twenty 
second Report/1956-S7 

II-SIS 

POn'S AND 'l'BLBGRAPllS-WOUSHOPS-

Expenditure on expansion of Jubbulpore -- P-26 (1st sub-para) /1944- 1-610 
45 

Coat accounting ayltem in -- R-33/Fifth Report/1952- II-IS7 
53 

R-lI2/Thirteenth Report/ II-2g6 
1954-55 

POWERS--
Preventing abuIea of- of re-appropriation R-21/IQ21-22 1-5 

High Commiaioner'. - or re-appropriation R-26/1922-23 1-18 



P()~. 

- of re-appropriatiQD .. QC)t ~ ~ utiliIr.d to Jl~1I6/19!'t'14 
conceal defeCtive budgeting. 

-- of oftic:en in charre of a auVof worJr. in a 
~tc locality etc. ~\lld)~ d..-Iy 4d,iqcd. 

Financial-- of the Departments ofG.I. R-II~/ 19115-116 
R-llo (7)/1~1I7 

-- of Government to waive fevGlUe leviable 11-lIo/I987-ll8 
under a ItIIt~tc. . '. . 

High Commissioner's financial -- . 

E1¢cution of .• ~qnt ~b apd .maintenance 
. of contemporaryreeorda or taco. 

PrqpoeaI to delegate - .. -.u,.» ~ at VariOUI 
ltvel to dispose of aud,t obJectlo~. 

R-IIII (ii)/Fint Report/ 
19~1-511 

ll-Ill/Fifth llepon/19~1-
53 

R~/Jr~.dr .J\ep~1 
1954-16 

.- and Functions of the Co~\l of Scientific R-g8/Sixteenth Report/ 
and IndUitrial Resean;h tbb\4d:be enacted by 1955-56 
Itn Act of pvli-",ent. 

-- of the Dir..ectqr G~era1,.Q~ce Factories R-,I/Nineteenth Reportl 
for manufacture in OrdnanCe ~actories for 1955-56 
.1i:lCJr. pul']Xll!el. 

Suitable delegation of -- to avoid drla)" ill R-133/Twenty-third Re-
..xl'cution of work. :port/I!J!i6.57 

Curtai1irur contellions C?n multiple ~dresa press RI-Io and l'r-76/1936-37 
telegram.. ttl-I I_ PI~~/~937-S8 

P~QS-

1-37 

1:137 
-157 

1-174 

11-'<1-!I 

Ir-1l94 

I-g68 
1-397 

Commencing work on verbal understanding that P-II (M.A.C.)/I94-'-41 1-5'4 
lump lum -- would be lettled by negotia-
tion after comp.etion of the wo,rJr.. 

Procurement of War lupplies R-II 
P-1I4 

Provisional -- in contracts mould be subject to P-sS/l94s-¥i 
a ceiling. . 

Fixation of -- for IUppliesby Industry . 

Verification by tbe. ~p.~ ~ Auditor 
General at the reuonablene. of the --
charged by Automatic Ttlephone and Electric 
Company. 

ralClMG-PVBLICATl9JG-

Pfic:ing of Survey Maps . 

P-IS-IS (M.A.C.)II~I-4a 

R-66 (ii)/Tenth Reportl 
t9~3-54 

11-1122 



PilDrnNG-
~'t:=ay~ ;by ~ .~t .of ~~lea.,a6 

PIlOft'l"l-

Appropriation to the Govemnt.crnt of _.PMt . d'-8tlltMR-:43 
tbe--- ~ the prOlpecUng activities-of die 
Utililatioa Branch of the Ceol 'w Surv or India. 011 ey 

GabciwilllhaiaW DDt be takai .. CIII'ltal employed &"9 (ut,iUb-,pUa) MAC. 
~ calculaan, -. and P-24 (M.A.C.)I 

""8-"" 
TakiDi into account of royalty in calculating R..aa/Twmty.tbird ,Report 

- ofFOI'eIt Department. 11956-51 

P.aOftI' AND LOSS 4QQOUNT-

S" 'Account', 'Appropriation Accounts and Audit 
Report'. 

PROjECT (S)-

Substitution of one -- for another already R-37/19117-1l8 
approved by the Legislature should not be 
made. 

Approval of Legislature be obtained to alterna- R-37/19117-118 
live -- by a token vote for each. R-25/1928-119 

A.C. to IJt' ccmSIlIt~ about au(lit and accounting R-n (It P-6I1JI945-46 . 
arrangements before ntW Ithemes are under- R-34fFifth ReportJ '9512-
taken. 53 

Comptroller and Auditor General be col\llultcd R-1 and P-78/1947-4R 
.bout audit and accounting lUT~ngementl be- (POIt-partition) 
,fore 80y big -- i. underi&ken bY the Govern-
ment. 

P.Jtpenditure on large -- without detailed R-17 (ii)fSecond Reportl 
CltimatCl. '95'-52 

PAOE 

.I-oi 

U-':J'lO 

1-'95 

1-195 
1-1128 

1-6.j.7 
11-157 

11-68 

11-1115 

Examination of the aecountl of Hirakud Dam 
-- by the Central P.A.C. 

jIl-?;, ~ _+l.s~th Rqxm/ 11-159 
1952-53 

Allocation of the COlt of compensation for IUb-
mCfJed land, reclamation and resettlement of 
dilplaced perIOns to Hirakud Dam --. 

R-8I!/S~th Rcport/1952- 11-159--,60 
53 

·Financial, accounting and audit organisations for R-85"86/Sixth ,Report/1952 11-161 
each--. -53 

Functions of the Central Water and Power. Com· 1l-go/8ixth Reportl 1952- 11-161-163 
mi.ion aDd Chairman of the Central Water 53 
and Power Commission. 

Appointment of an Adminiatr~tor in the Hirakud 
Dam--. 

Mention of financial con~l aerciac:d. ~. 
Capital-- executed Out' or Central ..... ••• .. cc 
in the Budcet Memoraodum.~' . 

R-gI/Sixth Rqx.rt/1952-
53 

'.I4QJFineenth Reportl 
1.f5.4-~5 

11-163 
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PIlOJECT-BHAJUIA. NANG.A.L-

Scope and extent of control of the Central Gov-
ernment and the three participatilll Statea, 
over the expenditure incurred on the execution 
of the -- and the jurUciiction of the Central 
P.A.C. to examine itl accountl. 

paOMOTlON-

R-S IIIld P.I&f-rse/Fif-
teenth RepoI!t:/1954-'5 

--of officer. to higher postl during the pendency R-so/Fifth "~I/ISl5S1-
of the dUciplinary cues ahould be avoided. 53 

paoVINCIAL GOVUNMENT(S)-

Paymentl to -- for Apcy fuDCtiODI R-Io (item ,)/1915-6 I-liS 

Ileview ofbalanceaofthe--.Scrvicea rendered R-S7/19118-19 1-I3i 
by the Central Government to -- ahould 
be treated on a commercial buia. -- Ihould 
pay interest on over-drafta. 

~lier and closer estimate of advucea required 1l1-:wi19,o-SI 
from Provincial LoaDi Fund by --. 

Guarantees from -- for unremunerative rail- P-,,/I94-!hf.S 
way linea. 

Levying departmental charges on worb expendi- PI-49/1956-" 
lure at fixed rates. 

Watching proper utilisation of ,..aats .ade to P-86/1944-45 --. 
PROVISION-

Lump --' in budget be avoided R-4S/19-'--4 

No -- to be made in budget for appojatDlenta R-46/19I1S-I" 
kept in abeyance. 

-- for amortisation of Railway Debt . 1l-g/194G-41 
P-1I4'1944-4S 

-- for amortilatioD of debt raiacd froll!. RI. 3 P-II4/I944-45 
crorea to Its. 5 crorea. 

PUBLIC ACCOUNTS aouurrra-
s. 'Committee'. 

PlJROIIASE(S)-

-- of railway .torea • 

Outstanding commitmentl in feapcct of -- of P-81/194-5-46 
stores be mentioned in Annual Report of Uinj-
.try of Worb, Minea and Power. . 

" 

1-375 

I-58 

I-51 

1-0&'" 
1-610 

1-610 

Evolving procedure for recoupment of Ihortacea R-16/194-7-fI (Postpar- II-IS 
in imported. machinery. tition). 

JleapoDlibi.lity of the indenting MinisUy and tile R-lo/Second R.eport! IJ-ISIl-II+ 
--Organillationaanddudeundpowenof the" 1951-51 
Director General, India Storti Department, 
London. 
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PAIlAOIlAPH 
P'fJkCH.UE(S)-conld. 

tleatruetion of file. regardiq -- traDlaCtiOllll R-41/Ninth Report/IY5'-
5+ 

-- of .torca from abroad 

lnapcction of store. purchased OVerlcas by Indian 
Telephone Industries through Automatic Tele-
phone &; Electric Co. Ltd. 

Officl~rs Icnt abroad for procuring lupplies etc. 
should associate with the Head of the Supply 
Millllion before starting dirr.ct negotiations. 

R-43/Ninth Report/1953-
54 

R-56 (i)/Teath Report/' 

R-if~i~~uction)1 
Twelfth Reportl 1953-
54 

R-sofFiftceath Report/ 
1954-55 

-- on behalf of a Non-Government Organisa- R-g7/Sixteenth RepOrt/ 
tiOIl. 1955-56 

PAGE 

11-200 

Decision to -- equipment for projects should R-36/Eighteenth Report/ 11-:189-291 
be taken at high technical level. 1955-56 

QUARTERLY ITATEMENT-

SIt 'Report'. 
R 

RADIO-
Credit for services rendered by P. &. T. Depart- R-sB/1923-24 

ment, separate profit and lou statement for R-17/1924-25 
--8YJ1tem. 

Financial results of working of All India -- P-8!1/I944-45 

Inclusion of accounts of All India -- in com- P-70/1945-46 
mercial Appendix. 

Loues in the publication of the All India --

Journals. 

Commercialisation of the accouIlts of the All 
India. --

R-49/Firat Report/19SI-
52 

R~Sixteentb J1e. 
pon/1955-56 

R-!iO/Fir.t R.cportJ1951-
52 

Payments by All India -- to the news agencia R-.&/Seventb Report! 
should be made on the wordqe. 195~53 

RADIO JOURNALS-

1I-go 

11-173 

L05ICI in the publication of the All India -- R-49/Firat Report /1951- II-go 
52. 

R-go/Sutteeath .B.cporiJ n-IlSfMI84 
1955-56 

Meaaurea to reduce louea on the All India -- R-44/Seventh Report/ 11-172-173 
19SA-53 

RAILWAY FINANCE COMMITTEE-

$" • Committee-Finance'. 

UU,WAY(8)-

Clauification Dot to be chanp duri1'lg the R-8-g/1921-211 
coune ofa year. R~12(1)l1926-117 

R-I It/I IKI-fa 
26-5 Compt. A. G'f5'~ 

I-I 
1-153 

.. 1-49~ 
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&.ULW.A.Y(S)_OIIId. 

SpUttia, up --vota 

Cbargins.tora to Capital in-

Advance indent! for -- stores 

Eatimatinl capital expenditure on-

INDEX 

PAR,\GRAPH 

R-Il!2/lggl-!2!2 
R-47/ 19117-.8 
P-gII943-44 
R-16 It P-4 (lit .ub-para) 

11944-45 

R-401 1912 1-!2lZ 

R-3O-31/191111-!23 

• R-B/I9!2S-!24 
R-141 I 9114-125 
R-u/19!27-!28 
R-IU/19!28-119 

Audit of - managed by Companiea. MakiDs R-63/19113-!24 
audit independent of administration. R-7 II I 9125-116 

R-!28/19!27-!28 

Revaluation of -- .tom • R~/1913-114 
PII-4 I / 193&;S7 

Treating apJm.>.Priation to -- Reaerve Fund u R-Io (item 18)/19115-1i 
~diture' II unreal and CODfuain,. Its vola-
biJity. . 

- Demanda for Grants ahould be in the lADle R-6g/19!2S-!26 
form u Appropriation Accounta. ~"47/lgg7-!28 

Curtailment ofprivate worb in --worbhopl. R-711/19!25-!26 

lyltem of over-allotment and its application R-g and 112 (4)/1912&;127 
to --Grants. R-11119!27-!28 

R-!23119!2B-!29 
RII-14/19!1 1-311 

Inyeatication into the ayatem of prepariq the R-ll/lgg&;1I7 
budset eatimatea in -- R-!2I/lgg8-119 

Control 0YeI" expenditure on worb in - R-Bol I 912&;117 

Co-opetation between --Accounts Stall' and the R-!28/19!27-!28 
GOvernmeat Examiner - (Mr. P. R.. Rau'. R-!24/IggB-!29 
Ileport). 

Suhltitution of one project for another already R.-:n/19l27-a8 
approved by the Leli.Jature ahould DOt be made. 

~~taI manufacture of bricb undertaken R-4S/19117-118 

Functiona of PAC. and - Finallcial Commi.. 1l-47/19!27-!28 
uoner in respect of form of -- Demand. for 
Grants. 

lleIponlibility or - Board and Government R-6t/19!27-!28 
Examiners in alloc:atina apenditure between 
capital and revenue. 

Conatruction of linea on the suarantee of a local R-66/19!27-!28 
Government or other local bodies. 

Figure. in Adminiatration Report and Appropria- R-68/19117-!28 
tion Accounts ahould qree. 

Al:\juating rata on Company manaaed linea to -R-6g/19117-118 
rata on State ~ liDeI. 

PAO& 

1-6 
1-1200 
1-575 
1-591 

1-13 

1-19 

1-31 
1-76 

1-173 
1-121 9 

1-65 t::a: 
1-66 
1-391 

1-1123 

1-150 
1"-1200 

1-150 

1-151 It 153 
1-173 
I-II!20 
I-S09 
1-153 
1-121 9 

1-170 

1-1811 
1-12121 

1-195 

1-199 

1-1100 



JlIfDBX 

aAlLWAY(B)-eGrlttl • 

. Introduction of syatem of ~ accounts on 
. collieriea worked by --. 

PAJlAGJlAPH 

R-70/1911 7-l18 
R-I S/lgll8-Rg 
P-49/ lgRg-SO 
Al?pendix VI/19M-S5 

(Part II) 
P-6gJI947-4B (poet parti-
tion) 

Preaentadou of' reaults of the working of-- R-IS-14/lgR8-119 

397 

PA"!. 

1-1106 
1.,.12°7 
1-280 
l-s48 
II-+S 

Necessity of a Review by Financial Commil-
lioner--. 

• 

R-II It 14 It 
IgRg-SO 

R-125/19Rg-SO 

P-ga-g6/ 1-1139 and 
R4·-1244 

1-258 
Policy of -- coDitruction should always be 

coordinated with the financial poeitiou of 
GovemmenL 

R-RI/lgR8-12g 

Re-appropriationl between State managed and R-IiR/19R8-l1g 
company managed-. 

Separate grant for working expeIlIea of Company R-lI2/lg128-Rg. 
managed and State managed - • 

Control of apenditure and prevention of irregu- R-lI4/19ll8-Rg 
laritiea on Indian -- (Mr. P. R. Rau',' 
Report). 

Reaerve provision for emergent expenditure 

Duty of P.A.C. in reapect of - accounts 

R-SO/lgR8-lI9 

R-II-14!lgRg-SO 

Lcaonto Crom Eat Indian -- Storel accounting R-18!lgR9-S0 
cue. 

Curtailment of information in regard to -- R·S6/19129-So 
receipts and expenditure aa a meaaure of 
retrenchmenL 

Diltribution of allotments after the close of the RII-9(i)/19S00S1 
year. 

Utilisation qf UJW\ticipated credits • RII-g(iii)/l9S00SI 
RI-II/19S'-all 
R-15/1945-46 

Collaboration between tCit audit and accounts RII-.R/'9S()oSI 
staft's in p~tipg an accurate picture of finan-
cial administratIOn to the P.A.C. and Legiala-
ture. 

Teat audit of -- transacdGDI 

Sub-diviuone of Demand and the arran/{eJnentl of RII-16/19S00S1 
working accountl should correapond, . 

Combining the grants relating to capital expen- RII-18/19S00S1 
diture on open linea and apenditure foom 
DepreciatiOD Fund. 

Simplification of the form of Appropriation RII-RO/lgSOoSI 
Accounts. 

Co-cmeration between executive and accounts RII-2R/19S00SI 
officers. Use of Chid Accounts Officer aa Finan-
cial Adviser. 

1-219 

I-uo 

I-uo 

1-11111 

1-113 1 

1-2S9-1141 
1-1156 

1- 1295 
I-S04 
1-650 

1-2 95 

1-2g6 

1-297 

1-297 

1-299 



RAD..WAY(S)-ermld. 

Terms of agreement not lObe relalUld without, the 'RII-I6f'J99O"31 
advice of Chief Accounting Officer .. Financial 
Adviser. 

Over-capitalisation on --. 'Det~ning the basis RII-lI8! 1 9300S 1 
for charging works expenditure to Capital, De- RJJ-9/1932-33 
preciation Fund and Revenue. RII"9/1934-35 

Rcvision of the form of--. Demand for Grant! RII"9!J9SI-S2 

Utilisation ofnsel'Ve provision for meeting expend- RU.16/1931-32 
hure on a 'New Service' does not absolve the 
Railway Board froUl obtaining a apecific ¥ote 
from the Assembly. 

Revision of the form of Balance sheets of-. 

P. &. L. Accounts and Balance sheets of individual --. 
Contribution to --Depreciation Fund 

Allocation of expenditure on rollin, stock on 
Company managed --. 

Write off of capital repreJf'.Dted by aasets not in use 
or by no tangible _ets. 

Discontinuance of printing of Appropriation Ac-
counts of individual --, 

Financial position of --

Concessions given by -- to Government Depart-
ments. 

RU.17/1931-32 

RII-I 7!193 1-32 

RII-9!lg32-33 
RII-g!1934-S5 
P'"91 ! 1939"40 

RII-I 01 I 93li1"S3 

PII-g/1932-33 

PII-2o/193l1-33 

RU-gI1933-34 
RII-g/193+-35 : 

PII-II ! 1934-35 

. .. ~ .. ~ 

'I"",. 

1-300 
1-320 
1-343 

I-SoB 

1':'815 

1...,15 

1-315 

I-Slito 
1-343 
1"'446 

' 1-3111 

~ 

1-3114 

1-324 
1-331 
1-343 

1-341 

Accounts should follow budget even 'though pro-
vision in the budget might be incorrect, except 
in--. 

RI-~ (lind sub-para)fi935 1-350 

RIl-8. PII"35 aDd 411. 1-417-418 
1937-38 
P-6/1938-39 1-437 
P-19/1941-4l1 I-SID 

Reduction in capital at charge of -- consequent 
on adoption of atatutory rate of exchange. 

RII-8/193S"S6 1-357 

Reduction in the number of saloons maintained for RII"9/ 193~-36 
- officers. PII-7/19Sti--37 

PII-5/1937-38 

Issue oUree plllSCl to -- ~cials. • • RIloIO/'935"36 
PIl-8/19S6-37 

Regrouping cI.· amalgamation of-- ., RII-II/19S5"S6 

Budgeting for contribution to the Depreciation PII-49/1935-S6 
Reserve Fund and intereat charJCI. 

POIitien of Financial Commissioner -- lIis tJ lIis PII-SS!1935-S6 
F.D. 

Scope of review of--Appropriation Accounts. -PII-60/1935-afi 

I':'!J:!7 
I-sB7 
1-419 

1-3S7 
1-388 

1--351 

1-364 

l-s64 



PARAORAPH .,~ } 

ItAlLWAY(S)-cOlltd. 

Providint: a Developmeut Fund for-Capital RII-~JI930-:n 
expenditure. RII-4/ 1937-38 

, 'Placing --Accountaltaff uDder General Mana-sm· " 

'Reducing the size of -- codes 

RII-7 &: pn~14 &t ~31 
1936-37 

RII-!j and PU-lo/J937-38 
R-IS/1938-39 
P-24/ 19¥l-47 

RII-S and PII-4./193~37 

• Debiting Depreciation Reserve: Fund with replace- PII-'9/19360S 7 
ment cost ofUke asset. " 

ExplanatiODI for variation. In the ratio bfworking PII-SO/1930-::I7 
expenses to earnings be included in the Chi~ 
<;:Ommiuioner's Review. 

Adjustment of Ioas on -- Collieries PII-14.fr937-98 

Advances frorn -- Depreciation Fund to ---PII-31/J937-38 
Companies for redemption of their debentures. 

Improving return on capital invNted in -- re- PII-g6/1937-S8 
lidmtialbuildings. 

Purchase or -- stores . 

Statement of unsanctioned expenditure in -,-
Appropriation Accounts. 

FinancingofHardinge Bridge Protection Works 
and repain to EarlhC{uake damages out of 
Joanl from -- Depreciation Fund. 

Provision for amortisation of--Debt 

Correlation in budgeting between one --', and 
another and between branches of the: lame --

PII-49/19S7-~ , 

R-14/'938-39 

P-90/1939"40 

R-9/ 1940-41 
P-24/1944"45 

1\-15 (Srd lub-para)! 
191-0041 

R-~o/I94S-44 
R-15(~) &t P-60/I94'!-48/ 

(POtIt-partition) . 

While framing budget estimates --Administra- R-'5 (4th lub-para)/194O' 
tions should take account ofpricc tendencies. 4' 

-- Administrations should maintain their asseta R-16/'940041 
at a high level of efficiency. 

AMembly to be given an opportunity to express ita R-17/1940-41 
views on purchue of a --. 

Distribution of provision for works between spend- R-19/'940-41 
jog authorities. 

Investments from --Depreciation Reserve Fund p., 19/1940041 
should not be made in Branch Line Cornpanie. 

-- Admini.tratiODI should not accept any atate- P-BI2/1940-41 
ment of a legal nature without consulting legal 
advisl'n of --. 

Charging value of coallupplied by collieries to -
owning them and to FOI'eign --. 

699 

PAOS 

I--S78 
1-410 

1...,78-380 

1-413 
1-429 
1-662 

1-378 

1-390 

1-448 

1--464 
1-61C) 

1-495 
1-530 
1-604 



INDEX 

PAilAGRAPH 
RAlLWAY(S)_IIId. 
W~ti~ up ~e value of.tock with the anticipated P-311!1941-411 

rlR In pnces. 

No work of any kind mould be commenced with- R-.9!.94R-43 
out prior execution of Contract documentl -- R-7 (M.A.C.)/.94lI-4S 
exceptional coune requirea approval of financial P-O! I [43-44-
aUlhoritiee. 

Guarantee. from Provincial Governmentl for un- P-4.{19411-43 
remunerative - Jines. 

--grain mopa concasaions. • 

Inclueion of P. &:. L. accountl of - grain shope P.g! IfHll"43 
in --Appropriation Accounts. 

Accounting of premium received from Baroda P-Il!lfHll-45 
Government on purcbue of Tapti Valley --

Adjuetment of debitl for supplies and eervicea ren-
dered by one department to another. 

Avoiding increue in the starea balances of --

R-IU!I943-.... 
R-7/1~45 

P-6/lfHN4 

I-ast 

. 1-533 

Form of public accounts not to be chanpi with- P-7/lfH3-44- I-57. 
out Ar. G.'. consent. 

Splitting up of the Demand for Working Ex- P.g/1943-44- 1-575 
penaes in -. R-.6 &:. P-4 (Ill Sub- 1-591 

para)/·944-4S 

Allocation of works expenditure between P-IIII/lfH3-44 1-576 
. and Defence Servicea. 

-- Adminiltrations mould avail of the .. iI- R-IS and P-19/1944-45 1'-590-591 
lance of Financial Adviler and Chief Accountl 
OfIicer in preparing budget estimates and in 
controlling eltpenditure. 

Eradicating corruption on --

Amplification of ating Annexure 'D' to 
Appropriation Accounts. 

• R-IO/I944-45 

P-III/I944-45 

Abolition of Annelture 'F' to -- Appropriation P-.3/.944-45 
Accountl. 

Acceptance of and compliance with Audit views P-ll 1/1 946-47 
pending a decision by higher authoritiee. 

To fix responsibility for Iouee .uitable procedure P-IIII/I946-47 
for handling money in -- be deviseCl.. 

-- Administration mould draw up .tandard R-6(i) and R-17/.947-
forJDl of agrceJnentl with the approval of the 4B (POIt-partition) 
Railway Board after taking financial advice. 

Adequate action abould be taken against the--
.tAft' who are found wantonly indifferent or 
careless in the handling or despatch of goods 
or bad trlUllhipment. -

&-10/1947-48 (POIIt- par 
tilion) 

1-6611 

11-5 

11-14 

Training of' clerks in the -- Accounte R-lli &:. P-5D/1fH7-48 II-lf-15 
·Oflicea. (POll-partition) 



INDEX 

IlAILWAY(I)- ",,&td. 
PARAORAPH PA08. 

Separation at the Financial and Accounts func- R-a2 It P-51/1947-48 1I-IS-J7 
tioIII on the --. (POll-partition) 

R-32/Tenth Report/195S- 11-21!j-i17 
54 

Training of Audit and Accounll Officerl in --. P-52/19f7-4B (Post- par 11-4. 
tition) 

Method of calculation of the Operating Cost • P-55 II .~-59!194N8 
(POIt-partltlon) 

Delay in presentation of -- Appropriation R-5 and P-5/First Re- II-,. 
Accuunt. and Audit Report to Parliament. port/1951'Sa 

Savinp should be surrendered and not utilised R-a It 14 (Sub-para 1)/ 
on items not provided for in the Budget. Second Report/19SI-SI 

11-117 

Expenditure on large projects of - without R'17\ii)/Sccond Report! 
detailed estimates. 19'i1'51 

Intimation of revised rates of coal by the Coal R.17(iii)/Second Report/ 
Commiaioner to the --Adminiltrations. 1951'SI 

11-116 

Remiuion of outatanding demurrage and whar· R-17(iv)-Second Report/ II-117-IRg 
fage charges. 1951-S1 

. Hiring of a private building for -- use R-17(v)/Second Report/ 
1951-51 

Vetting of Ministries notes/Memoranda by Audit R-7/Fifth Report/19SI-
before lubmilsion to the Public Accounts Com- 53 
mittee. 

Recovery of beavy atation outstandinp R-16/Fifth Report/I 951-
53 

1I-llg 

II-ItS 

Nationaliaation of TELCO for manufacture of R-17/Fifth Report/1951" II-ISo-IS3 
boilen and locomotives. 53 

Strengthening and re-organising -- Accounll R-Is/Tenth 
Offices. 1953-54 

Improvement in the overall budgetary and con- R-13/Tenth 
trol over expenditure on the --. 1953-54 

Inclusion of paragraph in the -- Board'. 
Review on the Appropriation Accounts regard-
iDg rcmiuion of demurrage and wharfage 
charges. 

Destruction of documents which form the lubject R-26/Tenth 
matter of correspondence. 1953-54 

Comprehensive procedure should be laid down R-30/Tenth 
to cover cues where normal rules cannot be 1953-54 
followed. 

Exhibition in accounll of acijUIUDeots between 
the CoDlolidated Fund of India and the Public 
Account regarding expenditure from VariOUI 
Reserves c:rc:ated out of revenues. • 

P-Iog/Tenth 
1953-54 

Report/ II-2lo-RllZ 

Report/ II-I 10-2 UI 

Report/ 

Report/ 

Period of retauicm of files relating to compesiaa- P-lgo a: P-191/Thirteenth II-R3914O 
don claims on --. Report/19M-55 



INDEX 

PAUQRAPH 
RAILWAY BOARD-

Co-ordination between the different Directorates R,-17iTenth 
, in the --'s Office. 1953-54 

aAPPROPlUATlON(S)-
-. -from one head to another should not be based R-Jil-l4/!921-22 

on revised r.ttimate •• 

No --should be proposcd i{l placing supplemen- R-I ~-15/1921-22 
tary demands before thc Assembly. 

Reportl 

Powers of -- within a grant: F.D. may fix a R-18 Bt 21/1921-22 
; lower maximum for the spending departments 

when unexpected savin811 occur. 

Preventing abullCl of powers of --

-- to a grant from another rant orfrom a non- (Orden below R-19/1921-
voted head uneonstitutiona. 22) 

R,- 14/ 1922-2 3 
R-16/1923-24 
R-12 Bt 117/1925-26 

Undue application of powen of -- be brought R.21/1922-23 
to notice by liz. G. 

High Commissioner's powen of --

Powns of-- not to be utilised to conceal defec. R-26/1923-24 
tive budgeting. 

-- from the Reaerve at the diIpoIal of F. D. R-so/1923"24 
is unconstitutional • 

. Framing ofndearor -- ofaavings to meet the R-20/1924-2S 
coat of new measures under non-voted heads. 

Transfer offunds allotted for voted itema to meet R-12 Bt 27/1925.26 
expenditure on non-voted itema not permis-
sible. 

Principles to be fonowed in making -- of R-12(5)/1926-117 
anucipated savings. R-23/19128-129 

Powers of -- of Railway Agents curtailed. R-II/1927-28 

-- should be sanctioned as soon as the necessity Rotl/I92'1028 
for additional expenditure is fores:r.en and RT -g(i)/193G-31 
should not be postponed till towards the close 
of the year. 

Relaxation of time limit for .anctioning of -- R,-SS/19!27oa8 
etc. in the case of non-voted refunds. 

Propriety of -- between State manased and R-al2l19l18-29 
Company managed Railway •• 

-- un~er the Bub-head "Secret Servicc:" R-14Wiftccnth Report/ 
1954-55 

PAClE 

11-212 

1-2 

1-3 Bt 5 

1-5 
1-4 

1-16 
1-34 

I-IRS Bt 139 

I-~6 

1-18 

1-37 

1-47 

1-93 

1-125 & 139 

1-154 
1-2110 

1-173 

-- of fundi to meet expenditure on a new Rot3(g)fSixke!lth Reo· 
lCrvice. port/I 95S-56 

• - which Ie_. toevasiOD of Paru.meatary R-19/Twenty-fitst ReportJ 
.cootrol should be avoided. 1956-57 

II-308 



PARAGRAPH 

How far -- come within the purview of the R-38/J9~3-~4 
P. A.C. '&-(19/1925-(16 

Audit of--

403 

PAOE 

1-5~ 
1-139 

1-54-55 
1- 107 

1-139"" 140 
1-ls6-157 

1-174 
11-•• 8 

Utilisation of un-anticipated credi~ • .RI-~9 and 
1930.3 1 

RI-II/193 1-311 
RB-IO/1941-411 
ROj I 943"44 
RS/I'944-45 
R1S/194S-46 

RII-9Ciii)'! 1-2 93 & 1195 

1-304 
I-4B8-4fJ9 

I-S49 
1-588 
1-650 

Exh~~ition of -' - of Centrally administered PI-311/1933-34-
areas in Appropriation Accounts. 

Audit of Income tax -- - Pl-39/193~7; 
RI-8 and PI-37/1937-38 

Audit of Custom. --

:tECONClLlADON 

R-40-41/ 1923-114 
R-1I9/ 19114-IIS ,,' 
R-lIo(6) & 21(i)/1926-(l7 
R-19/1927-118 
RI-36/ 1930 -31 
RI-13/1933-S4 
PI-29/1936-37 
RI-8 & PI-1I3/1937-38 

- of Administrative OfIicen' figures widl R-24/1923-24 
thOle of A. G. it-12(6)/rga6-27 

R-7/ 1945-46 
R-19 &: P-149/Fint Re-

port/195 1-52 

- of figtJI'CI in Adminiatratio~ Repor~ with R-54 & 68/1927-28 
thOle in Appropriation Accounts. 

BCORDS-
Non-maintenance of valuation -- and appo-

intment of honorary value •. 
Maintenance of -- of all the bid. in auction 

R-'71Twentieth Report/ 
'955-50 

R-23/Twentieth Report/ 
1955-56 

R.e--Keeping of contemporaneous -- of all import- R-29/Twenty-third 
ant decillions or diacwsions in Government port/I 95G-S7 
office.. 

UCOVElUES-
Tz;eatment of -- in grants and accounts 

Utiliaation of unanticipated credits . 

R-1I7/1921-~2 
R-1I7/1911~-~3 
R-8-11/1924-~5 

1-391 

1-:370 
1-394-395 

1-54-55 
1..,1°7 

1-15f .... ' 57 
1.-174-
1-1194 
1-325 
1--369 
1-394 

1..,36 
1-:-154 
1-639 

,II-57-6o 



PARAO.APII 
RECOVERIE 1--eIIIIId. 

Overpayments to a public servant shOuld be P.6(M. A. C)/1943-44 
recovered promptly. 

-- for supplies of food-grains • 

- from officen responsible for 1018 of public 
money. 

R·3 &; P-29/1947-4B (Pre. 
partition) 

P-r~/1947-4B (Pre-parti. 
bon) 

PrinciplCl for the -- of chargCl on account of R-SI/Firat Report/I 951-
work done for State Governments, Private 52 
Bodies, etc. 

Non -- of hire chargCl for atorel iuued on R-8/Second Reportfl95 I 
hire. -52 

-- of heavy station outatandinp R-16/Fifth Report/19Sg. 
53 

Waiver of rent - from the Council of Scienti- R-37/Fifteellth Report/ 
fic and IndlUtrial Reaearch. 1954-55 

RECOVBIUES OF OVERPAYMENTS-
Set 'Overpayments'. 

REClttJITMENT-

-- througb the agency of Employment Exch.. R-55/Fifteenth Report./ 
ngea 19M-55 

UI'UND (8)-

Estimate for --. PropoW for making --statu- R-54/r923-24 
tory. 

Having one grant for an -- except thOle RI-17/1934-3S 
relating to Railways and P. &; T. Practice of 
exhibitinll -- in Demand. for Grants &; 
Appropruuion Accounts discontinued from 

• lit April, 1937. 

Watch over liabilities on accol'nt oCcustoms -- R-IO (item 13)/1925-26 

Relaxation of lime limit fur sanctioning re-ap- R-55/1927-28 
propriationa etc. in the case of non-voted. --. 

REGISTER-

Maintenance of a Nation~1 --- of trained R-561 Fifteenth Report/ 
penons. 1954-55 

REGISTRATION OF ACCOUNTANTS-

Scheme for the - ahould be placed op. self P-72/1939-40 
supporting basia. 

REGULATlON(I)-
Set 'Codes, MallUaia, ctc.·. 

RENEWAL-
S. 'Replacements'. 

REH4IIIUTATION FINANCE ADMlNllTlU.TlON-
Provision for Bad and Doubtful Debts in the ac- R-iolli Fit\eeuth Report/ 

CQunts of--. 19M-55. 

PAO& 

1-666 

11-73 

11-1110-

11-161. 

U-g66 

11-270" 



RENEWAL RESERVE nJND (P. " T.)-

dlntribution to -- aDd apportionment of the 
COlt of petty worb btotW1!el1 Working Expenses 
and the Fund. 

REPAIRS-

P-fb/I940-41 
R-14/1941-42 
P-94/194~-44 
P-26/(Srd Bub-para)1 

1944-45· 
P-7S/194S-,.G 
P"fO/1947-,.a (POll parti-

tion). 
R-65(First Report/19S I -

1952 • 

MachiDCry for aecuting - to P. It T. build- R-R3/J927-28 
inp. 

Debiting Deprec:iatiol'l Reserve Fund with - - PU-I!;/1936-37 
. COlt or like UIet. 

Charging to Working Expenses reDewal of PIJ-21/1937-38 
aaaets costing Rs. IZ,ooo or less. 

RBPORT(Sr-
R.c-modelling of the Audit and Appropria- R'34/1923-24 

tion--. 
Procedure for coDSidering - of P. A. C. by R-30/1927-28 

Aalembll'. R-II/1928-29 

Procedure for disposal of -- rf P. A. C. by 
Government. DisCXlntinuance of omnibus 
mmlutiollS. Quarterly .tatement for members 
of P.A.C. 

(Order below R-so/1927-
26). 

R-J1/1928-29 
R-21/19ag-30 

Prompt action on P. A. C', recommendations R-2I/1929-30 
etnp&..~. RII-ls/193a-a4 

R-9/ 1944-4S 

Form and structure of the -- of the P. A. C. Appenaix LJ/Fint Re-
and scrutiny of the accounts of ReveDUes, Bor- pon/19SI-S2. 
rowinp, Public Debt, etc. 

RESEAIlCH-
Grant. to various Scientific Societies 

a.aVE-

R-99/Sixteenth Report/ 
1955-56. 

Allotment offunda from the - at the disposal R-g0033/1911S-24 
(lr F. D. R-12/1~24-2S 

R-IO (Item 3) and II/ 
1925-26• 

R-7/ 1926-2'7 
R-18/1927-28 

How -- at the dillpOaal ofP. W. D. be utilised R-SI/1923-24 
and detail. ofsuma allotted be given in Appro- RI-28/193G-31 
prialion Accounta. 

Lap.es during previous year have the fint claim R-53/ 1923-114 
upoa the-at lhedilpollaJ OCP. W. D. 

405 
PAoa 

I-.f8lt 
1-*3 
1-580 
1-616 

1-656 
II-41-4lt 

II-97 

1-17S 

I-51 

1-183 
1-20 7 
1-18S 

1-110 7 
1-257 

1-1157 
1-335 
1-590 

11-114-116 

1-47-50 
1-74-
1- 123 

1-151 
1-173 

1-60 
1-293 

1-61 



PAIlAGIlAPH 
, ".\ 

Tl'f'ating '''-llprbpriation 1(\ Railway -_. Fund . R-Io (item J8)1 
u exp..,ndlture iR unrea.1 and confusinll. Ita 19115-a6. 
votability. 

Utility Ilfthf' -- at th,. disposal of F. D. R-18/1~7-28 

Utilisation of -- provision in railway estimates RIJ-J6/193J-9!l 
for meeting exprnditure on 'New Service'. 

Provision for --- for unforeseCll expenditure. PI-8/1933-34 

-- for Iht' Security Prmting PrC'1lI PI-Il8/1937-38 

Adjustment of profit on thl'! cireul.tion of Small P.16/J939-40· 
Coins.. . 

Building up a -- Fund (Railways) for meeting R-16/1940-41 
hravy maintenance expenditure afler War. 

RESIDENCES-
Ruil:'s gnverning allotment of-- be redrafted. R-37/19124-25 

Improving return on capital invest(.'<i in Railway PII-36/J937-38 --. 
R'ETIR'EMENT-

Disc;plinary action in c!.~e (,f officers !.fit'r - - R-"3/IQ!l3-:Z4 

l\ETIlENCHMENT-
-- in Commercial Audit 'Department K-IO/19a9-So 

Curtailnient orink.rmation in regard to Railway R-g6/19!l9-go 
reeeiplS and expenditure as a measure of--. 

, re-organisation and reform in Audit RI-36/1930031 
Dt-partmenl. 

REVENUE-
"freatmmt of 100('1 of - .. - in accounts 

Powers of Govt'mmcnt to waive -- leviable R-/l0/19127-!l8 
under a statute. 

Fixal ion of monetary limit fur elC"hibition of indi- Awerldix XI I 931J-33 
vidual f"xtra-stalutory remissiOi of -- (Part I). 
in statements submitted to Principal Auditors. 

Accoul1ting 01 premium I'f'ceiVf"d from Baroda pot J (I 941J-43 
Goverllmr.nt on rurcha.~e()fTapti Valley Rail-
wa,'. 

IlEV'IW-

I-IIiS 

1-173 

J-3 15 

1-110 

I-55 

·I-~II 
1-141 

1-174 

1-3!10 

1-533 

In future -- the Railway Board ~hould split up R-8/Seventeenth Report/ II-/lOO 
the savings into ~uitable categoriet!. 1~)55-56. 

~ OF SANCTIONI-
Review at rquw inten'als of original orders on lU·S(M.A.C.) & P'-so J-377 

'W~icb ltandiug ('harges are balled. {M.A.U)/19S6-s7. 



iNDEX 

REViSION-
~ of pay, etc. Ihould not be aanotioncd with R-25!1g21-aa 

niti-oapective eft'cc:t. 

- ofSca CUltOJDI Act, 1878 • R-30119114-115 
R-16/'g25-26 

Simplification of Army Regulations and prepara- RI-3(M.A.C.)f193 1-311 
tion ofbasic rules forvarioUi c.:11lllCll of pc;nonncl P-1I3(M.A.C.)/I939-40 

Reducing the aize of Railway Codes • • RII-5 & PII-4/19:&6-S7 

Proviaion for future -- of .,reement 

RO'fATLY 

R-~rrenth RqIOrt/195S-
54· 

-- from the newspapers for the publication R-HISeventh Reportl 
of daily radio programmes. 1952-53. 

-- should be taken into account in calculating R-83ITwenty-third Re-
profits of Forest Department. portl 1 956-5 7 

RUSH OF EXPENDrnJRE-
-- at the close of the year undesirable 

-- in March should not result in any relaxa-
tion of audit control. 

R-2!} & 53/1923~24 
R-5!l/'9~4-25 
RI-21 (MAC.) /1934-35 
pr-28(M.A.C.)/ 1935-36 

PI-28/ (MAC.) /1935~36 

1-37 

1-107' 
1-133 

I-~ 
1-459 

1-378 

& 61 
1-1'16" 
1-337 
1""353, 

1-353 

Making CUll from the amounll illlrrendcred for RJ-3/(M.A.C.)fr936-37 1-376 
re-gnlntl in the following year. 

s 
SALOONS-

Reduction in the number of-- maintained forRII-gI1935-3fi 
Railway OfIicen. PIl-7/1936-37 

PII-S/1937-S6 

SALT DEPARTMENT-
Irregularities in Sambhar Improvement flchcme. R-26-27/1924-115 

'Financial position and pl'OllpeCb be examined. R-15/1925-26 
R-17-18/19116-117 

Audit or.tores accounts of--

When important schemes of develop,ment are R-18/1926-27 
taken up, attention should be paid to their 
anticipated effect upon the cost or production. 

IntroduClion of commercial aystem of accounts R-SI/19117-28 
in Government aalt producing undertakinga. P-J05/1929"SO 

SALVAGE-
Setting up a -- Organiaation in War Depart- R-IS/(M.A.C.)j1941-411 

ment. 

5.aUIBHAR IMPROVEMENT SOHEME-
SM 'Salt Department'. 

1-1°5-106 
1-13 1 

I-154~J5S 

1-148 

I-IS5. 

I-S06· 



.sANC110N(S)-
Procedure for cOlJUlluWcating financial - - to 

Audit and Accounts Office. 

Financial Adviler, Military Finanee sole mouth 
.pieee ofF. D. in matten of Military Finance. 

-- of Government of India neceuary for tree 
WIe of trunk telephone line by a firm having 
business tranlaCtiona with P. It T. Department. 

PARACJUPH 

R-2.5/19115:1i6 
R-!lo(7) It III (ii)/19116-

fl7 
P-122/19I19-SO 

R-20(7) &: III (ii)/'9116-117 

Purchue of a car by High CollIJIliIsioner without R-26(iv)/Fint Report/ 
prior -- of Government. 1951-52. 

Procedure for dealing with 'jto/NJs~fael(J -. R-41Thirteentb Report/ 
'9.54-55· 

'Procedure for lJ)CCdy consultation with Finance R-SI/Sixteenth Report/ 
in urgent C8lel. 1955-56. 

SEA CUSTOMS ACT-

SI, 'Act' • 

.sEOllECY-
Urgency or - no exCUIe for neglect of ordinary p.all/ 1939-40 

precautions against lou • 

.sECRET IERVICB-
- expenditure. Audit and form of certi- R-41/Iga5-26 

ficate. P-14 &: 95/194+ .... 5 
R-47/Fint Report/19SI-

52 

Ex.flellditure on -- should be described .. -- P-88/1940-41 
Expenditure and not 81 - Contingenciel. 

Re-appropriation under the lub-head -. R-141 Fifteenth Report/ 
1954"55 

8CtJ1UTY-
--from P_&: T. officiala. ExIstence and lolvency R-60/192S-24 

ofauretiel. R-66/1924-25 

Furnishing of -- by Cashiers in the form of R-22/Scventh Report/ 
both cash and property. 1952-53 

'UPAB.All0N-
S. 'Accounts-General', 'Audit', 'Control-

Parliamenatry' • 

.sERVICES-
Army Department .hould charse and be charged R-47/1922-2S 

for -- to and from other Departments. 

Collection of feel for minor -- by mcana of R-39/19I1S-!l4 
stamps. 

·Credit for - rendered by the Radio System R-5B/192S-1I4 
of the P. It T. Department. 'R-17/1924"25 

1-137 
1-157 

1-280 

1-157 

1-165 
1-174 

II-7S 

II-2 74 

, 
1-4f6 

I-lfS 
1-608&633 

II-88 

1-65 
1-116 

I-53 



P .... AOaA..R 
.sERVICES ""It!. 

- rendered by Central Government to Pro- R-37/19118-29 
vincial Governments .hould be treated on a 
comme~al bail. 

Recovery of the COlt of work done by Government P-83/1943-44 
Teat HoUle Calcutta on behalf of DefoDCe 
Servicea. 

Principlea for the recovery of charges on account R-31/Fint Report/ 
of work done for State Governments, Private 1951-52. 
Bodies, etc • 

.sHARES-
Sindri Fertllizen and ChemlC'als Limited 

.sU.VER-Pml0lLUB AND SA.LEI 01'-
Writing off the balance under -- • 

409 

1-579 

II-73 

aNDRi 1'BR11LIZERS-
- and Chemicals Limited • R-So It P 343/Fifteenth IJ-267-269 

R.eport/1954-55· 

.&PEaFlCA'110NS-
Loa due to change in - after placing of orden. R-33/Fint lloport/1951-511 II-74 

.sTAMI'S-
Col1ec:&ion of foea for mioouervicea by moans of R-39/1923-24 

Procedure for handling ClUb and poItage - R-52 & R-54 /Twenty-
etc. in the Head aDd Branch POIt Offices. ICCODd Report 11956-57 

.. TANDING FINANCE COMMlTl'EE-
See 'Committeo-Finance'. 

STATEMENTS-
PerCUDCtory aigning of - etc. 

.. TATE GOVERNMBNTSCS)-
Watc:hinr proper utllilation of grants made to - P-86/I944-45 

R-21/Fint Report/I 95 1-
511• 

R-4/Third Report/19511-
53· 

Arrangements Cor rec:overiel of loana from Statea. R-II+(u)/Fifteentb 
Report/1954-55· 

<:ontrol over provision made for payments to - R-16/Twenty-fint 
for agency functions. R.eport/1956-57. 

Answerability of the Central Government to the R-82/Twenty-third 
Central P.A.C. Cordetalled operatioDl of the Report/1956-57. 
contracts entered into by - within the frame 
work of a COIltract prepared by the GovermDCDt 
oCIndia. 

11-259 



410 INDEX 

PAItAOItAPB 
STATE TRADING-

Railway grain shops concessiOns. 

P.llt L. aceo\,lntsofRailway grainahopsshould be P-g/194JI-43 
included in Railway Appropriation Accounb. 

Manufacturing schemes to be properly pre-planlled R-7 &: P-78/1947-48 (POat-
and run on commercial basis and should yield re- partition). 
turn commensurate with the capital inv~ted. 

InclU8ion ofintel't'St alld other overheads in ealcu- R-IJo/Seventh Report/ 
lating Profit and loss of -- schemes. 1952-53. 

Inclusion of financial resulll of the working of-- R.-81/Seventh Report/ 
ill the Explanatory Memorandum on the Budget. 1952-53. 

STATIONERY OFnCE-
" 

Regarding cash sales in India --Calcutta -. 

STATIONERY AND PRINTING-

P-33/J947-4B (Pre-parii.; 
cion). 

Allocation of charges by the Department of--, R-69/1924-25 
and its audit. 

Cost of-- payable by Provincial Governments R-52/1925-26 
to Central Government should be shown as a re-
ceipt in Central Budget. 

IrAnJTORY CORPORAll0NS AND GOVERN-
MENT COMPANIES-

Audit of --. R-8, P.;s, P-,6, P-103 and 
P-104/1947-4B (Post-
partition) . 

R-!II4/Fint Report/1951-
52. 

·PAG.' . 

1-;532 

1':'533 

11-6-8 

11-181 

il-182' 

'1-116 

1-:-149 
",,'." 

Working and Audit of Private Limited Compa-
nies. 

Convenion of a Government departmental 
undertaking into a Private limited Company 
requires vote of Parliament. 

R-5/Third RePorri'952-53 IJ';'lgB-14:J 

R-IJo and 'P-343/F.ifteenth 11-267-269 
Reporr/1954-55. 

STEEL EQUALISATION FiJND-
Inclusion oftransactiOTll of-- in the OonsoUdat- P-232/Twenty-third Ilcport U-g23-3114 

cd Fund of India. 1956-57. , 

STOCK-
S" 'Stores' . 

STOCK .ALAN~ 
Periodical review of - and the system of PIG- R-II &. 1l-lIzfFourteeath U-Q41;..jl43 

curc:ment, Itoc:kiq and accounting of stores. Report/1954-55. 

'STORES-
Charging -- to capital in Railways. 

Advance indents for Railway --. 

R-40/1921 -2 2 

Jl-30031/19211-23 

Maintenance ofinventory of Government property, R"3S/ 1922-23 
-, Dead Stoclr.. etc. 

1-13 

1-19 

1-24 



IToaES-&1I111d. 
PAaAOIlAI'H 

Army De~CI1t should charge and be charged R-+7/1922-23 
for If:rV1Ces to and from other Departmentll. 

-accountll oflmportant .tocks ahould be lnclOO- R-34/1923-2. 
cd in Appropriation Report. 

Writing down of unserviceable Btoeks of P. &: T. R-S9/1923-24 
Department. 

Revaluation of RaUway-- . R-64/1923-24 
p-n-41/ 1936-37 

Levy of percentage chargesoll -- supplied R-so/I!)1l4-1l5 
through I.S.D. London. 

Rush of purchales of -- at the e101e of the year R-58!1924-25 
undesirable. 

Purchale of-through the I.S.O .. R-ao-21!1925-26 
R-3 I !191l6-27 
R-4g/ 1927-28 

Institution ofa Standing Committee for co-ordina- R-21!1925-26 
ting purchaaes of-- for vanoUl Departmentl. 

Audit of--

Check over current purchases of -- (P. &: T.) 

Purchaae of-- in driblets not desirable . 

R-6S/192S-26 

R-3 1(1)/1926- 2 7 

Purchaaeof'--OIuch in advance ofrequiremcntl R-gI(2)/1926-27 
OIay prove unprofitable. 

Suitable accommodation for valuable and COOlbUlti- R-31 (3) /19126-27 
ble -- desirable. 

Maintenance of an up-to-date and standard no- R-18/1g29-30 
menelalure is euential factor in -- accounts. 

-- accounting should not fall into arrean R-18/~9Q9-go 

Abolition of priced --ledgen in Anuy R-311/1929-30 

Controlover--and atocks R-33/ 19ll9-30 

Reducing -- balances by revising the baliK of RI-:ZI-122/1930 -g 1 
calculation of working balances. 

Supply of Army-

Stock verification in DefCDcc Services 

RevieWi of Royal Air Force stocks 

Purcha8e orRailway --

Maintenance' of-- accounts in Navy 

Accounting Cor --' delpatched oveneal 

V«ification of.tocb should be with rereren<:e to 
tbe ledger balance,. 

27-S Comp. A. G./58 

PI-29(M.A.C.) /1933-34-

PI-12-14(M.A.C.)/19M-35 

PI-5(M.A.C.)/1937-38 

PII-49i1937-38 

R~M.A.C.) and P-12 
( .:\.C.) 1940"41 

R-g(M.A.C.)/1940-41 

P-Q7/(M.A.C.)/1940-41 

4H 

I-51 

I~ 
1-391 

1-115 

l-n6 

1-19 .... 135 
l-Itig 
1-197 

I-IS5 

1-139-14'1 
andl48 

1-'49 
I-I6g 

I-lig 

1...g56 

I-~64 

1-270 

1-291 

1-330 

l-gS8-SS9 

1-410 

1-425 

1-470 

1-,.,. 
l-:flJ7 



412 . INDEX 

STOJtBI.--eonId. 
Supervision and accountiq of --.'~" -- Jl-~(M.A.C·)/_I941-42 

Irregularities in tbe purchase ofNaval-- .P-I (M.A,:C.)!lgfl-42 

Review of atock poaition of all dintt~ Depart- R-18(lgf~-~S, - . 
mcmta after the War and reduction of stock 
-balances. 

ProhibitiDf local purchues of-- I. 

""'.forrrM accounts of Mint and periodical veri- P-35/194JI-43 
Scation of its --. 

'Working of Central Disposal. Organisation R-lo(M.A.C.)/I9+:Nf 

PAOE 

1-511 

1-':5"23 

·Avoiding increase in -- baluCCl of Railwaya • P-6/194S-" 1-568 

Report on the method. of accounting,stock-taking P-3(M.A.C.)/I94S-44 I-583 
._ .... etc. of Military - Depots. 

Improvement of -- Organ.ation and verifica· P..g6 (2nd sub-para)! 1-613 
bon of--. 19+4-45. 

- balances in the P. &: T. Department 

Outstanding commiunentl in respect of purchase P-82/1945-46 
,0(--- be mentioned in./umual ReporJ of the 
Ministry of Works, Mines and Power. 

Cmt per cent verification ofP. &: T. Btocki 

- Verification of Ground Balances of-MUitary --

Dllpoaal of lurplus or unllef\ieeable Defence 

JD1er-depot tranafcr of - . 

NOll-recovery of hire charpa for -- issued on 
hire. 

P-1l8/19¥i-47 

P-I J/I~t7-48 
partition) " 

P-1S/1947-48 
partition) . 

R-4/Second-
1951-52. 

R-8/Second 
1951-52 • 

(Post-

" (PMt~ 

kport/ 

Report/ 

Adoption of the -- aystem existing on the Rail Roll5/Fifth Report/195!1-
ways. 53 

Inspection of Defence -- purchased abroad . R-19/Ninth 
1953-54· 

Report/ 

1-657 

1-663 

11-33-35 

11-36 

11-120 

II-IIla-J21 

11-154 

II-197 

Procurement and manufacture of commOn-uaer R-Ilo/Ninth 
items in India. 1953-54. 

Report/ 11-197-199 

Purchase of- from aboard 
-I-

R-43/Ninth Report/ 
1953-54· 

R-8'(lntroduction)/Twelfth 
Report! 1953.54· 

Advance payments W the U.K. Government for P-lls/Ninth Report/ 
tupply of--. 1953-54. 

0iIicen ICnt abroad for procuring aupplies etc" R-50'Fift~nth Report' 
Ihould aaociate wi~h the Head of the Supply 1954-55. 
Miaion before starting direct negotiations. 

Adftnc:e eollecliOlJ of - for works. 

MealUres to prevent haaty discards of 
" aurplul --. 

_ R-Ilo/Nineteenth Report' 
1955-56. 

Jt41S/NinetMftth-R('J'Ol't/ 
1955-56. 

II-lI06 



STORES ACCOtJNTS-
Maintenance of proper -- in Navy 

PARAGRAPH 

ll-S(M.A.C)and P.l11 
(M.A.C.)/J9f0-.4.1 

Stock-taking in the Arlenal aad Ordnana! De- 1l~(M.A.C.)JI948-43 
pots. 

Prevention o£ deliberate tampcrin« of-- • R-g(M.A.C. )/19411-43 

Training o£ the subordinate staff in the methods R-SS/Fifth Report/ 
ofworklhopl aad ""-- 8ystems. 19511-53 

Making the London -- a part of I.S.O., illl- P-77/1938-39 
practicable. . ' 

STOlID VALUATION-
W~tintJ up ~he value ohtock with the anticipated P-SiJ/I941-4iJ 

rue m pncea. 

Writing up the book value of stores on the basis P-47/194ll-4S 
of new issue rates and above costs objectionable. 

IUBSIDY-
---..I... given by'the Central Government for Civil P-SI/I945-46 

Aviation. 

SVIT-
Payments relating, to setdemcnt of - out of R-f6/Ninth Report/ 
, Court. ' 1953-54. 

SUPERVISORY omCERl-
Rcsponsibility of the --

SUPPLY DEPARTMENT-
Procurement ~~War Supplies 

Coat accounts examination o£-- contracts 

SUPPLEMENTARY GRANTS-
See 'Grant-S':!pplelllcntary'. 

SVSPENSE-

• 1l-iJo,~~,iJ6(vi)andR-iJ7/ 
Fint Report/19SI-Sll. 

• R-II(M.A.C.)/1941-4S 
P.iJ4(M.A.C.)/I94!' .... S 

R-11I(M.A.C.)/1941-411 

Items .hould not be charged to - for want of R-sa/19iJa-1I3 
information regarding incidence. 

- • • I ~ : ... • " ',' ',' 

Crediting to - by de~ to ,Qrv.M:e head 'con- P-14/1941-4l1 
cerned of pay menta n~ actually made, irregular. 

Allocation o£ expenditure on evacuees and refu- R-9/194a-43 
gees from War Zones. 

Incluaion in Appropriation Accounts of .a .ta~ R,.g/"948,," 
ment showing -- balances, at the c:;wl. of the 
year and bow long they have been there. 

415 

PAoa 

I""f70 

1""587 

I-:58S 
11-157 

I-5,n 
1-'5411 
I-S06 

1-510 



PAIlAOIlAPH 
SUIPENIE-Alllld. 

Delay in adjustment of debita for supplies and ser- R'~U/I943-44 
vices rendered by one Department toanothcr. R-7/1944"45 

Acx:ounta of the money spent on denial measures 
and limilar measures in Bengal held in --. 

Accurate budgeting under the -- heads em-
phasised. 

megal placing oflarge amounts under --

Adjustment or expenditure under -- instead 
of the relevant grant. 

T 
TELCO-

R-Iland P-IOII/Ig.p-43 
R-11/1943-44 

R-16/Second Report' 
1951-5Q 

R-67 at 68/Seventh Rc-
port/1952-S3 

Reportl 

PAO. 

I-s&.z 
1-589 
1-5110 
1-5511 

11-1114 

11-180 

II-lUI 

Nationalisation of -- for manufacture of R-17/Fifth 
boilers and locomotives. 1952-53. 

Jl~tl II-I~IS3 

TELECOMMUNICATION SYITEM-
Acquisition of certain asset50f-- from the War P-27/1944-45 

Department. 

TELEPHONE DEVELOPMENT FUND-
Propriety of utilising the revenue lealised under 

'he 'Own your Telephone Scheme' for cur-
rent expenditure. 

TELEPHONE INSTRUCTIONS-

R-43/Tenlh 
1953-54· 

. Reporll 

-- to he confirmed in writing • R-1l4 and lR'R5/Thir-
teenth Reportp954-S5' 

TELEPHONE SYSTEMS-
Acquisition of-- in the three Presidmcy towns P-27f1944-45 

from private compaoies. 

:rEMPORARY ACCOMMODATlON-
Allocation of Defence Works Expenditure to 

'Maintenance' or ·Capital'. 

TEST A11DIT-

See 'Audit'. 

TOKEN OIUNT-

Sec 'Grant-Token' • 

TOVR-

R-3iSer.ond 
1951-52 • 

Report/ 

-.- expenses ofmemben of Executive Council R-29/19SU-QR 
R-IO (Item 1I)/19Q5-Q6 

Rules rcgardiDg charta'iDI of planes by Ministers R-45/Fint Reporl/1951-
511 • 

TIlAD~ 

Advantage ~hould be taten ofexisting and expan~ PI-lZ9(M.A.C.)/1933-S4 
ing -- facilities in India in arraaging supply 
of Army Stores. 

1-6Q6 

I-6lt6 

II-liB-JIg 

I-II 
I-llZQ 

II-8 .. 



INDEX 

TltADlNG ACCOUNTs- PARAORAPH 

See 'Acoounts-Commr-rcia\' 'Appropriation Ac-
count. and Audit Report'. 

-- of the subordinate staff in the methods of R-33/l"ifth 
woriCllh"p-' and store accounting systems. 1952-S3. 

TRA. VELLING ALLOWANCE-

Reportl 

No -- should be paid on circl1m~tantial P- 13(M.A.C.)/1943-H 
evidence. 

TREAlURY(IES)-

Payment of income tax direct into Govemm~nt R-39!19:l3- 24 

Embezzlement in Burma --. Whether the R-!l9-:l0 / 1926-117 
loss should not be a provincial charge and 
whether the Government of India should 
not be con.uhed about disciplinary action. 

~ecessity of putting proper officers in charge of PI-37/193:.l-:i3 
-- and prop"r supervision emphasised. 

u 
V. It. GOVERNMENT-

+15 

PAO. 

II-IS7 

I-53 

I-I 65-1 66 

1-319 

Advance payments to the -- fol' supply of~torcs. l'-lls/NintJl 
1953-54· 

Report/ II-2oG-SZ07 

VNREMVNERATIVE RAILWAY LlNES---
Guarant(:es from Provincial Governmrnts for P-4/1942-.... 3 1-5g2 

v 
VALVA'I10N-
__ for acquisition of motor v"hides by Delhi R-3, 7. 8 & 9/Twcntieth II-300-g02 

Road Transport Authority. Report/1955-56. 

VElDCLES-
Payment of comp,.n~ation for acquisition o~ mot(lf 
-- by Delhi Road Tran'port AuthOrity. 

VlSVA BIIARA'I1 VNlVEIlSITY-
Audit of accounts of the --

VlZAGAPATAM PORT-
Financial po-,ilion of - .. --

VOTE (OR. VOTABIUTY)-
See 'Grant-Votahili1y·. 

R-3, 7,8 &9/Twrntictll I1-30c-302 
Report/19SS-56 

R-43/Fifteenth Rrport/ Il-26Hnisz 
1954-55· 

PI -4' / 19::16-37 
RI-IO & 1'1-48/1937-38 
P-S4/ 1 93B-39 



416 

PARAOMl'H 

w 
WAGONS-

Maintenance ofunecunomical Railway - . PII-6/19s6-37 

WAIVE(a)-

Powers of Government to -- revenue leviable R-2o/l917-28 
under a s~alute. 

--of recovery (If rent from the Council ofScicn- R-:n /Fifteenth Report/ 
tific and Industrial Research. 1954-55. 

WAR-
Allocation ofDef(~nce Services expenditure and R-2(M.A,C"/'939-40 

charges on account of -- measureR, in R-2(M.A.C.)/1941-42 
tenns ofthe 6nancial settlement with His Ma- R-2-3(M.A.C.)lJ942-43 
jealY" Government. 

Estimating aud sanctioning --emergency works R-3(M.A.C.) / I 939-40 
in M.E.S. 

-- time purchases ohtores R-5(M.A.C.)/1939-40 

Fall in percentage of establishment chargcs to R-4(M.A.C.)f194o-41 
works expenditure incurred by M. E. S. in 
connection with ._- is indicative of a lower-
i ng of the standard of supervision Ov(:r the exe-
cution of works. Maintaining as efficient a 
degree of supervision as --- time conditions 
pennit emphasised. 

Guarding againat high rates where non-compe- R-5(M.A.C·)/J940-4J 
titive single tender~ and nt"gotiated contracts 
are accepted due to hea .. y -- demands. 

Dilution of staft' and relaxation of audit are in-
evitable consequences of the --. 

Procurement of -- lupplies 

1t-7/ 1941-+2 
R-12 .8t P-llO-1I11 

19411 -43. ". 
R-I I & P-62!1945-46 

R-l J (M.A.C.)/1941-411 
P-24(M.A.C.)f1942-43 

Accounting of Capital Outlay on 
connected with --. 

Schemes R.-7/1g,f.1l-43 

Allocation of expenditure on evacuees and R-9/1942-43 
refugees from -- Zones. 

Accounting and auditins of pants made to R'lo 8t P~8g!Ig.p~4S 
ProvmCCII for expenditure on -- Publicity. 

Maintenance. of individual running ledger ae- R-ut (M.A.C.)/I942-43 
cOW1ts of oftic:erll aud personnel on the --IYS-
tcm of accounting. 

WARRANTY CLAUSE-

1-385 

J-174 

II..g61 

1-449 

1-647 

I-SOl 
1-542 
1-518 

1-519 

__ ,ho~dd invariably be provided in contracts R~49/FifteeDth Report/ II-263-l26S 
1954"55· 

WlQ.Bl'AOE CHAl\GU--
Remiaion of outltanding demurrage and --. R'17(iv)/Sccond Report! 11-127-1119 

1951-!>2, 

Inclusion of paragraph in the Railway Board's R-22/Tenth Report/1953' 1I-2I S..g14 
Review on the Appropriation Accounts regard- 54· 
inJ, remission of demurrage and -. 



INDEX 

WITHDRAWAL-
. -- of Dltmey hi advance of. requirements 

WOIUt(a)-
How eatimate for -- ahould be included in R-S5/1923-24 

P. Be T. budget. 

Lump cut in cBtimatea for --

Powers of officer'll in cha~ of a major· -- in 
a remote locality, etc. ould be clearly de-
M~. . 

Control over expenditure on Railway--

. Execution of -- through Departmental Agency 

Budrcting and control over -- expendi.ture 

Determining the basis for charJehlg Railway --
expenditure to Capital, preciation Fund 
and Revenue. 

Devising a procedure to meet apccial difficulties 
involved in budgeting for -- expenditure. 

Need for reviled cmmatel and fresh lanction, 
when a -- is in f'ogrCII for a number of 
years and substantia r~uction in COlt is anti-
cipated. 

Sanctioning -- on the basis of abstract eati-
matel. 

Provi,ding a fund for capital -- expenditure 

Budgeting for Civil--

. Lump CUll· be applied rigorously to COWltcract 
tbe pcrslatent tendency towards over-budget-
ing for -- expenditure. 

Programme for major -- should be thought 
out with great care wben budget eatimatea are 
prepared. 

Eltimatins and .anctioning War Emergency 
--in M. E. S. 

R-26/1924-25 

R-80/Ig26-1 7 

RI- 13/193O-3 1 

RI-27/1930-3 1 
R-7/1940-41 
R-II- 13/1941-42 

RII-28/193O-31 

RI-6/193S-36 
P-3S/ 1944-45 

RII-8/1936-37 
PII-II/1937-38 

PII-42/193~:37 

RI-6/1936-37 
RI-6(!lnd sub-para) Be 
PI-51/ 1937-38 

PI-so/1936-37 

RI·6( lit sub-para), 
PI-llo and PI-50/1937-38 
R-7/ 1938-39 
R,S and P-60/1939-40 

R-S and P·60/19S9"40 
R-6/1942-43 

R-::I(M. A. C.)/I999-40 

1- ?6 
I-I~o-Ilu 

1 .... 153 

!~~~1-s93 
-429 

1-445 

1-105 

1-17° 

1-:-181 

I-~~!l 
1:"4 0 
1-492 

1-300 

I-as I 
1- 29 

1-383 
1-4110 

1-391 

1-367 

1-393-394 

1-375 

1-3911-393 
1-429 
1-445 

1-445 
1""517 

I--K9 

Percentage of establiahment charges to - R-4(M. A. C.)/194O"41 1-469 
expenditure incurred by M. E. S. 
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WOltKS(S)-nmIli. 
SafflgUardlng against light-hearted abandon-

ment of--

Review or the working ofM. E. S. 

PARAGRAPH 

n-7(M. A. C.)/19¥J-41 
R-4 and 5 (M.A. C.) and 
P-5 and 8 (M. A. C.)! 

1941-,p. 

R-. and 5 (M. A. C.) Ie 
P-5 and 8 (M. A. C.)! 

1941-4:1. 

Ar. G.'. COllJent and advice a pre-requisit~ for R-5(M. A. C.)f1942-43 1-5115 
relaxation of normal -- procedure. 

No - of any kind should be commenr.eci with- R-19/1942-.S 
out prior execution of contract dOCUDlentl-- R-7(M:A. C. )/I94!1-43 
exceptional counr. requirt".8 appro\'al of finan- P-S/I943-.. 
cial authoritieB. 

Schedule of ratts in M. t:. S. and transfer P-13(M. A. C.)/I9411-43 
of Chit"f Technical FAtaminer from Q,.Jarter 
Master General to .:ngineer-in-Chid. 

When only one approved contractor tenden for P-21(4th lub-para)/llI44-
• --, fresh tenden .hould be invited uniCil 45. 
the work is very urgent. 

No -- should be undertaken in Ordnance P-6/19¥i-.7 
Factories for oUllide parti~ until the ratell 
had been accepted and depoaita made. 

Executive Officen should not incur expenditure 
on -- in excess of the sanctioned eltimate 
without prior sanction of competent authority. 

(POJt-

1-514 
1-5117 

-1-573 

II-II 

O"er-eatimating of Defencl' -- expenditure. P-16/1947-,..B (falt-parti- 11-36 
tion). 

Provision for major works should be made in 
consultation with Central Public Workt De-
partment. 

Execution of emergent -- and maintenance of 
contemporary recorda of facti. 

Audit to be apprised offinam:ial and other aspects 
of all new major ---, 

Execution of -- without budget provision. 

P-37/1947-48 (Post-parti-
tion). 

R-12/Fifth Report/195i-
53· 

R-34/Fifth Report/J95i-
53· 

R-lo/Thirteenth Report/ 
19~55· 
R-8/Seventeenth Report/ 
J955-56. 

Commencement of -- without administrative R-15/Fourteenth Report/ 
approval. 1954-55' 

Advance collection of .tores for -- . 

WORKINGEXPENSU-

R-io/Nineteenth Report/ 
1955-56• 

Explanationa Cor variations in the ratio of-- to PII-30/1936·37 
earninp be included in the Chier Com,JDia. 
Bioner'l Review. 

Charsinlto:--- renewal of auetll coating Ra. PU-ln!193?-s8 
lOI,OOO.OI' leu. 

II-+o 

11-149 

II-157 

;4; 
\ 
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WORK .as (POSTS A.ND TBLBGIlA.PHI)-
Irregular delure ofinoperatiw -- in the Work- .R.-2orrhirteenth R.qtort/ 11-135-1136 

shops, .-' 195+'5!), 

.'ixadon of monetary limit for sanctioning - of 
1_ by Oflicen at various levels. 

-- oC loans to be made with the approval of 
Parliament. 

GIPN- S6-·!) Compt. A. G.58/-29-8-S9-I.270. 

R.-19/Eighth Ileport/ 11-193-194-
1953-54· 

P-141(F'd'teenth RAportf 11-270 
19~4-55· 

R,.g4/Twenty-third R.e- 11-321-322 
port/19S6-57· 
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