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1, the Chairman of the Public Accounts Committee, do present on thdr 
%half this Twenty-sixth Report (Fourth Lok Sabha) on Appropriatim 
Accounts (Civil), 1965-66, Audit Rtrport (Civil), 1967 and Audit Rb 
ports (Commercial) 1966 ;md 1067 relating to the Ministries of Finance 
Ir~dustrial Devcloprnent 2nd Company Affairs (Department of Industrial 
Dcvcloprnent) and Stccl. Mines and Metals (Dcpartmcnts of Iron and 
Steel and Mint\ and Metals) and Action taken by Government on the 
recommcndntior~ vf thr Public Accounts Committee contained in 20th 
Report (Fourth 1.0k S:ibh,i 1 

2. Audit 12cport iCoinr11crcial) 1966 was laid on the Table of the 
House on 17th M:iy. 1966. The Appropriation Accounts (Civil), 1965- 
66 tqcthcr with tlw kudit Rcpcrt (C'ivilj. 1067 was laid on the Table d 
the House on 7th April. 1967. The Audit Report (Commercial) 1967 
was laid on the Table of thc H ~ u s c  on 20th June, 1967. The Audit 
Report on the Account\ of the Coal Board for the year 1965-66 was laid 
on the Table of the Houqe on 23rd June. 1967. 

3. The Comniittcc exonlined these cases at their sittings held on 25th 
October. 1967 ( A N ) .  76th Octobcr. 1967 (M) and 28th October, 1967 
( A N  ) .  T h e  Cornmittcc considered and finalised this Report at tbeir 
sitting held on 8th April. 1968. Minutes of the sittings of the Com- 
mittee form Part I l k  of thc Repon. 

4. A statement showing the summq of the main/conclusions/recom- 
mendations of the Committee is appnded to the Report (.4ppendu V). 
For facility of rcfcrcncc t h ! ~  hnvc been printed in thick type in the body 
nt the Report. 

5 .  The Comrnitree pl:icc on record thcir appreciation of the assistance 
rendered to t h m  irl the ~'~nrninntion of thew A~coiints bv the C o m p t d e r  
;mi Auditor Gcncral of Indin 

6 .  They wnulJ :11w like to cxprrss their thanks to the officers d the 
Ministries of Finnncc. Inductrizl Development and Comp,uq Affairs (Do- 
pnrtmcnt of 1ndwtri:iI Devcl~pnwnt) and Stccl. Mines and Metals @a 
pwtrncnts of Iron ant! Stccl :inid h1inc.s anti Metalt) for the co-operatian 
rxtcrirled by thcrn in eivinr infnrmntion rn the Committee. 

NP,W DPI 111: M. R. MASANI.  
.4pril 11. 1968. Choirman. - - - - -- -- - 
Chho 22, I P90 i CtrX public-A ccounts Committee. 

- - . - -. . . - -  - . . --- - 
*Not nrinte,l. On: L~wl  w t v k  1 ~ o p v  laid on fhc Tubk of the H ~ t c  md five ~ p i c s  

p l d  b~ hrl ian~*rlt  I .~ t rrar \  
(v, 



MINISTRY OF FINANCE 
Audit Report (Commercial), 1966. 

K o h r  Gold Mining Utdrrtukings-Section X XIV-Pages 253-261 

Introduction, Pam 1. 

1.1 .  The Kolar Gold Mmng Undertahngs kcre tdken over £run1 1st 
December, 1962 by the Ciovcrrmcnt of India from the Mysore State under 
the Mines and hlineral, (Kcgulat~on and Development) Act, 1957. Prior 
to this, the Undertakings wwcre worked as a departmental concern of the 
Mysore State Government from 29th Xuvember, 1956, when they were 
taken over from the crstwh~le Kolar Gold hlining Companies The com- 
pensation payable by the Government of India for the acquisition of the 
Undertakings from the State Governmcnt, after making certain adjust- 
ments, amounted to Rs. 307 47 Inlhs. out of uhizh a sum of Rs. 306.39 
lakhs was paid up to 3 1 st March, 1965, leavinr a balance of Rs. 1 .OX lakhs 
to be adjusted against ii tun1 of RI. 6.21 lakhs due from the State Gw- 
emment The Undertaking, are now working as a subordinate office 
under the adrn~ni\trativc cont~ol of the Department of Economic Affairs d 
the M~n~stry  of Finance. 

1.2. Thc primary object of nationallwmn of the mrnes was to pro- 
long their longevity by maximisinp the working of the low p a &  ore and 
intensifying the developmenti~l and t.xplotatiq wsrk, so that the industry 
might d f r r  continued employment and hrine larger revenues to Govern- 
ment The position of orc mewe\, both pavahk md low .made. since 
nationalisation is indicated below. - 



1.3. The services of Xilessrs John Taylor and Som who were 
appointed by the Government of Mgsorc as the Consulting Engineers fa 
a period of 5 ycars from 29th Noveniber, 1956 (the dato of nation&- 
stlrion) and re-apkpointctl for a fuithcr period of 5 years from 29th Novem- 
ber, 1961 have been retained up  to 29th 1Vovcmbcr, 1966 by. the Govern- 
ment of India 011 thc t;ikc-over of thc Undertaking under a new qycc- 
nxnt dated 20th hlarch, 1963. 

t 4 Vndcr thc tcrrns of the iiyccrncnt the Consulting Enginan arc 
responsible for .i\sisting and nd\ , iwg thc Undertakings in the mining ope- 
rations includtng ~!cvclo;xnctit a n d  expansion progmmrnes, proper main- 
tenance and norking of thc p l~ l i t  and inaihlncry and purchase of plant, 
machincry and s to ru  from abroad and alm for traming and guiding the 
Indian c m p l o y c .  particularly thc technical. w as t o  fit them for positions 
of higher rcsponsihiliry. Thcy wcre entitled to an annual remuneration of 
Rs. 4 lakhs ( t a r  dciluctihle at source) in addition to free furnished quart- 
ers and other f r i ny  hcncfits for their two representatives at Kolar Gold 
fields. They havc also one of their representatives on the Board ol 
Manapment of the Undertakingz. 

1.5. On 21 st July, 1964 Government requested the Onnsultantt to 
prepare a comprehensive repon on past mining operations for gold in 
India indicating the promisinc area\ whcre prospecting and exploration 
work could be undertaken. They were paid a sum of Ks. 16,000 in Sep 
temher. 1964 towaic!~ fces for the prepration o f  thc rcprrt. plans, etc. 
The report has not. however. been received so far (December, 1965). 

1.6. The Shipping Companies wcre allowing an immediate rebate d 
94 per cent. or a defcrrcd rcbatc of 10 per cent. an freight for all s h i p  
ments from Europe ril;idc try the Conwltants in London for the Under- 
taking5 The Consultants did not pass on the benefit of thc rebate to 
thc I:ndertakinps. 

1.7. At thr instancc of Audit, thc nlattcr was takcn up in Septtm- 
ber, 1960 with the Consultants who aprecd in February, 1962 to pass w 
all the rebates. hxt a\keci to be 3llawcd to retain thc rcbates received upto 
20th Novernkr, 1961 on the protrnd that the amounts realised by way O! 
rebates were expen~led to  facilitate shipping. In January, 1963 ordcn 
were kwed by Go \c rnn :m albwiny! lllc C2m+nltaots to retain the rrbatca 
received by them from thc date of nationalisation viz. 29th November, 
1956 t o  3 1 s t  May, 1961 nmountinq t o  Rs 45.556. The rcMe due d t ~  
3 t s t  Mat*. 1961 is k i n g  crcditcd to the UndcrtalJngr. 



U t i h i m  of the Milling Plants-Pma 3. 
1.8. The following table gives the rated capacity of the milling plsntr 

in the mines of the CJndertakings and the utilisation thereof during ths 
period from April, 1962 to March, 1965:- 

(c) Percentage of 63.54 58.5s 
utilimtion 

I r r i ?  Nmdvthup A fir14 

ru\ ilnted c?paa!v I ,74, I 8 t 7.7 7.396 
(M. t o w )  



(bl Orc milled . I ,RS,s5X 3 ,  j6.593 2.62.Sz6 1964 was main 
(N. tons) ly due to the 

hreak-down of 
it.) Percentap.2 of 108.43 y 4 92.  $6 the nrnimire of 

utiliwtion the winder mo- 
tor of the main 
shaft of the 
winc. 

I .  It will be seen from thc ahtwc t h i c  that the capacities of the 
mills haw not been utiliwd to the full 

1.10 Thc table below indime\ thc tot:d cost and the cost per metric 
ton of the ore milled and the quan~ity of gold extracted and the cost thereof 
during the last four accounting periods.- 

April, Deccmbcr . 
1962 to 1063 to 

I yf-i - 6 2  Novemqkr, ,CI:trch, 1964-65 
1962 (8 ~ q h j  (16 
rncmh,> I rnnnth; 

(b; Tmal cost on revenue 457.94 318.41 558.75 386'95 
account {in I:ikh, of Kr,.; 

('1 Cmt of ore per At. ton ': in- 82.41 78.51 81.25 79.M 
rupees' 



Cost reduction tneasure9-Para 5 

I .11. With a view to  achieving reduction in thc working cost, * 
Management requested the Consultants on 27th January, 1963 to e x a d  
the working of the mines and allied estahii,hn~ents. The Consultants in 
their Report submittcd in February, 1963 :ittrihutcd the high working cost 
to the following factors :- 

1.12. (a)  'Fhc cost o f  mining had gonc up ovcr the ycar, with in- 
creasingly dimcult working conditions, inflalioncriy tendencies. the provi- 
sion of grcatcr bencfits to employees anti ancillary public services and the 
cvcr increasing taxation. According to the (-rmsultmt,; ;in malysis of the 
ccr.;t structure showed that 69 pcr ccnt, of the total aspcnditurc was the 
miir t im~~~n that could be controlled by the Undci-t:rLingr. 

1 1 3  ( b )  7'hc ldkwr cchi .iione aniounttxi t o  Rs. b hO per gram of 
gold produced which i \  nearly 7 3  pcr cent. more than the International 
Monetary Fund pricc of Ks 5 36 per gram for gold This made the 
working of thr mine4 ~n~pcwihlc even on breakeven hasis. 

1 .13. Ihc Gmrultmtb rccomn~onded in Fcbr u q  1963 thdt reduc- 
ttim in the cmt  of production could be achieved h> ~ncreasing the wale d 
production by exploiting new areas of rich ore and that the immediate 
saving lay in axing the lahour expenses by :I prcxccs of combination of 
retrenchment o f  unproductlvc labour and increaw in the productivity of 
tltc Iribour I ct:tincd They also recommended centralisation of variooc 
standiudisod functions, accurate budgeting and cocting, the speeding up d 
the prcwntation of ccxt figures for prompt control and adoption of certain 
spccific economy measure\ (such as the closing down of redundant hoist- 
ing shafts. intensifying the search for high grade mi.scellaneou~ ore, in- 
creasing zupcrvision. etc.) 

1 15 In July. 1963 the M u ~ a g c ~ i ~ e n t  appointed two Committees t o  
examirlc in det,~il the report of the Conwltants and to  suggest ways and 
meam for it5 in~plen~rntation. Ttw recimmcndations of the Committees 
submitted in hccrnbcr. 1963 were consiiicred by the Management in 
April. 1964 rind ccrtain propxall; for reduction of workinp costs based on 
thew rocnmmendaticms were approved by Government in June. 1964. 
With the full implemcnriition of the approved economy schemcs the Mana- 
gement expect to effect <an annual rnving of RF. 80 lakhs (approximately). 



Ibe dctails of the schemes and progress made so far in the implementa- 
tion thereof are indicated below:- 

C?ntr.~li.ia?;c>n ~f :v\>rks\op 'rne tl :s.lre .\lint : W ~ r k .  hop 5.tarted 
services fun-.tinning as a ~nini:~tarc: Ccntml 

W70rb\op with cffect from 1st 
Octrtlxr. 1964. It.; cxpxn~;ion at 
o cost of Rs. 21-75 Inkh 1 4 )  c.tter 
TO the nee& of the m h t s  and 
(rutside parties was refcrrcd to the 
N3ti~m.d Industrial D~ltclopmenr 
Corporation LimItcJ fo: scrutiny. 
The report of thc C~~rpa:lrtirm 
is undentotd r o  have hetn suh- 
mitred to the .+iiniwy of Pinanw. 

5 R~zrcnchmem of mrplu\ A.; a rcwlt nf :w?~lgmnmrcm ivf Mysore 
p1~361ncl and Chivnpim Reef ,Mineit and 

- -.. -- -.-.-.- -- ---.- -.--- *"""." " -"- 



ccntrali~ation of tkc services at 
~ i a l  h ' rs .  2, 3 and 4 above, the 
Management anticipate surplvs staff 
of 7,282. A qpccial scheme known 
a, "Voluntary Retirement Scheme" 
was introduced in November, 1964 
at a cwt nf R Y .  58-21 Iakhs as an 
incentive to worker. to seek re- 
tirement. The  -cbexre was open 
up to 28th Fehruan. 1965. T h e  
serviccc of 642 yer<onnel out of 
r 4 - 2  applicants uerc rctrcnched 
u p  ro 31.1 3Iarch. 1965, the total 
payment tow;~r&. cpccial compensa- 
tion kinr Rs 13-67  lakhs. 

6 Revision of the; h i .  of The  revic I n of the present h i \  
accident pay 'and sick of the c,~!cz~latitm ot accident pay 
pav benefits. and sick p v  henefits !. under mn- 

sideration. 

- Revision of b s i 4  for calm- In rmpcct c t  t t - c  c~\vcn~r~tccl  staff 
lation, of Lhdcrtrkinp' rhc h l a n a p r c n ~  h a w  dcc-'ded 
contrihurinn to pen~ion that only a contribution a t  
fund. the rate rescr~bed for ncowr y 

from rhc kkip rrnplo\-cr in the 
caw of Gn\crnmcnt scrvents on 
fore i~n r;erv,i r f.wll? tk. charged 
tc. the Rcvcn~lc :?icctv.nr with cffect 
from I ~h Febrirar\. I yf i-s e ~ n j n s  t 
thc existing rate ol 2~ p c r  cent. 
of the b i c  \,rlurv. - - ---- ----- - - - -- - 

1.16 In addition, the Management have tnken the following other 
otefwr tn reduce the cost:- 

(a) Stcrppa),~ of further rc ,uitmcnt 16- 12 



(b) Stoppage of normal overtime works . 

(cJ Elimbation of casual labour at Mysore and Champion Reef 
lwnes 

(4 Reduction in Sunday work for sanitary staff . 
(4 Stoppage of special increments 

(1) Reduction in domestic power consumption 

(g) Discontinuance of insurance except for marine and third 
pertyrisks.  . 

( k )  Sundries-+mmibutions. donations, etc. . 
:i) Introduction of ncw scales of ply for the covenanted \tat7 

with effm from 26th .4upst, r964 

TOTAI 

---- - -- --- - 
1.17. One of the two Committees also recommended that ( i )  a study 

t ~ a m  from the Ceatral Labour Institute of the Ministry of Labour, Employ- 
ment and Rehabilitation and the Staff Inspection Unit should be requested 
to conduct a time and motion study to as*$ thc wxk-load as weU as the 
adequacy or otherwise of the daily rated personnel and the staffing require- 
ments of monthly rated personnel and ( i i )  a team of higb level technical 
experts should be requested to examine the mining techniques employed at 
present and suggest further improvements with a view to maximising rho 
production with minimum cost 

1.18. As regards ( i )  above. a team from the Central Labour Institute 
is currently making the study; regarding (i i  ) , the Undertakings requested 
Govemmcnt in April, 1964 to take necessary actron. Government consti- 
tuted a Technical Committee for this p trrpw in Januarv, 1965 The report 
of the Committee i \  sfill awaited (Novcmbrr, 1965). 

1.19. The Committee desired to hc furnkhed with a nntc on the foIlow- 
Sog points:- 

1. Note showing the results achieved after the schemes recornmen& 
ed by the Consultants were implemented. 

2. What were the actual saving during each of the years 1964-65 
to 1966-67 under the various heads as a result d the stcpu t a b  
by the management. 



3. To what extern the labour cost per gram of &ld had COW dnrr 
afkr the Smpkmentation of economy schemes. 

4. What steps had been taken to increase the produdivity of laborP 
and with what results during 1964-65, 1965-66 and 1966-67, 

5 .  A statement showing the main recommendations d the Taclini- 
cal Comniittee constituted by Government in January, 1965 and 
the action taken by Government thereon. If the Report had 
not been received. the likely date of its submission. 

1.20. The Ministry of Finance have intimated that in pursuance of tbc 
recommendations of the Consultants the following economy measurn have 
been taken: 

1.21. The amalgmatlon was made eftec.tive from 1st January, 1965. 
7he decision to work only one mitl instead d two mills has also been im- 
Hemmed, with the difference that instead of working the Champion Red 
Mint Mill, now the Mysore Mine Mill i? being worked. This decision was 
consequent on the production at the Champion Reef Mine betnr less. being 
affected by the closure of the Glen Ore Shoot and wbwpently the Nortbcrn 
Folds. I t  may be added that the position nos I \  that cornpared to the 
strength o f  the staff which had heen includcd In thc budget ot 1963-64. for 
the Mysore and Champion Reef Mine sections. there h:t\ been a depletion of 
the strength hy 2887 men upto IYh4-65.440 men rn 1965-66 and a funbcr 
252 men in 1966-67 in the amalgamated mine As a resuit of these mca- 
s u m ,  it is estimated that the saving\ that accrued were of the order of Rs. 60 
lakhs per annum computed on the bagis of the wage ztructure etc.. taken into 
account in the Budget for 1963-64. 

1.22 The Kolar Gold Minirw L1nr?crt.~hincs were operating one work- 
%hop for each of the thrce rnininp tl111ts uherc ni;inufncturin_~ as well u 
maintcn:mcc and rcpnir job\ for the p:irticuI:lr unlt tscrt' ht-iny undertaken. 
There wits also :I l ' u n p t o n  C.~r!udc Tipping Phnt  in c,ich unit I! TIS con- 
jdcred that ccnt~all\atton of : ~ l , ~ r l ~ r i , ~ i . t u i  Ins \\.\,i 'h .~nd cnzplovment of mas 
pmdurtion technirpes would k i \ ~ l  tn cconom? in  cnctz 

1.23. The Mysore Mines workshop started functioning 3s a miniatun 
Central Workshop w.e.f. 1st Octokr. 1964. This hns rrsuhcd in thc immc- 
I a t c  achievement of ccnain economies on account of such centralisation. 
Iht cUwt of this has hcen ~sscssed as involving a saving of a b u t  Rs. 7.73 
utw! pcr annum. However. it may he added that it was envisaged that a 



new Central Workshop would have to be coflstructed, as the Mysore Mine 
Workshop requires substantial internal re-arrangements, and there ms no . 
scope for the expansion of the workshop as the ground around is subject to 
subsidence which precludes installation of modem workshob machinery 
therein. This matter was reviewed in consultation with the National Xndw- 
trial Development Corporation and construction of a Central Worlrshop in- 
vohing a capital expenditure of about Rs. 19 lakhs has been sanctioned on 
28th April, 1967. When this is constructed. there would be fitrther ccono- 
mies, by manufacture of certain items on a mass production scale and tx- 
pansion of production of Tungston Carbide tipped drill rods, which arc being 
sold on commercial basis to outside parties. 

1.24. The Consultants had recommended the constitution of a Cmtral 
Ehtate Departn~cnt rrnd the entrustment of a substantial part of the work to 
contractors or by engagement of casual labour. It was however, decided 
by the Board of Manasement that the work of a recurring and permanent 
nature should be entrusted to regular staff. The position now is (bat tbs 
staff strength has undergone a reduction of 109 men during 1964455, 1965- 
66 and 1 Wi6-67 resulting in an annual saving of about Rs. 2 lakhs. 

1.25. .45 a result of centralisation of purchases, a certain reduction in 
the clerical strength has been effected resulting in a saving of Rs. 0.15 iakh 
per annum. 4 

5 .  Revithm of thtv buvis oi Accident Pay attd Sick Pay benefir 

i 2 The ptnitrtm In thn caw IS that the dearness allcrwancc paid in 
addition t4.i the accident pay computed under the Workman's Cumpcnsatbn 
Act has k e n  frwen at  the rate that war admrscihle o n  the 3lst  March, 1965. 

! .27 Jhe wntributron t o  the pension fund was revised during rba yolrr 
1964-6.5 4nJ i 4  r n w  based o n  the rate prcscrihed for recovery from foreign 
employers in the caw of Govcrnnlcnt servanta on foreign wrvicc. Tbir bu 
mn11ted in an annual saving of about Rs. 1.5 lakhs. 

1.28. In rcgiwd to the actual saving\ during each af tbc yean 1964-6s 
to 1966-67 under thc variw5 heads as a result of the stcps takm by tbo 



management, the Ministry of Finance have stated that the actual savtngs 
during tach of the years 1964-65 to 1966-67, were as under:- 

(a) Stoppage of further recruitment . 
(b) Stoppage of normal overtime work. 
(c) Reduction of casual labour at M y -  

sore & Champion Reef Mines . 
(d) Reduction in Sunday work for 

Sanitary Staff . 
(e) Stoppage of qwci:il increments . 
(f) Reduction in domestic power 

consumption. . 
(g) Disccmtinuance of Insurancr cxcu-pt 

for marine :ind third party risks . 
(h) Rcductitm of contributton, Jona- 

om, ctc. 
(i) IntroJuctinn of new smlm of pay 

filr C*,onvcnantecl srnff w c.f. 
26-8-1 ghd. 

* - 

1 30 Ih~r~ris IUh5-(56) thc ccht uould h a ~ c  k e n  R \  h b3 p e r  pram. 
hut f tr. incrcwc, ~n the w a p  and dc,irnc\s :tllo\t;znccs tmni 1st April, 
1965 f<~llr~wing an qrct.mcnt with l a h w ,  in conciliation prtwccdinp. This 
pu*cd up the ac.tual fiprrc t o  R \  7.33.  l h r ~ n c  I%6-67 the figure5 of 
labur ccrsts, ew!udin[: thc li\c in lhc tewl of t+:igr4 and de.~rncss a l~o\vanct~  



would have been Rs. 7.15. The actuals were over Rs.. 8.97 par gram on ac- 
count of such revision. It  may also be added that the present I.M.F. rate 
is Rs. 8.44 per gram. I t  may be stated that during 1965-66 and 1966-67 
there was a loss of gold production due to natural calamities, which has 
pushed up the pro rota cost per gram. 

1.31. As regards the steps taken to increase the productivity of labour 
during 1964-65, 1965-66 and 1966-67, the Ministry of Finance have stated 
that "The mines in the Kolar Gold Mining Undertaking have had incentive 
schemes devised and in force for nealy 15 years now. In order that the 
productivity of labour could be further improved to the extent possible, the 
question of revising the incentive bonus scheme was remitted to a Technical 
Committee which was appointed in 1965 to review the minin; techniques 
employed and suggested further improvements. Six working groups were 
formed and the non-resident members visited the Undertakings for a field 
study in June, 1965. The Comnlittee met a few times, but b f o r e  i t  could 
make appreciable progress. it had to be reconstituted in A u p s t .  1966. as 
many of its members had retired and a few werc transferred to other places. 
The reconstituted Committee met once in November, 1966 and again in 
February. 1967 and three worAing groups werc formed. A draft report of 
one of the groups has been prepared and the Committee will consider it 
shortly. The Chairman of the Committee. who has heen requested to cx- 
pedite the submission of thc Report. has stated that on present anticip;~tions, 
their Report may be ready in a b u t  three months' time. However, as the 
Report of this Committee has unfortun~tely not yet becnntc available, an 
ad hot Committee of the Management of the K.G.M.U. h;~s bccn recently 
constituted to review the incentive schemes and suggest improvcnient$ which 
might lead to increased l a h u :  prcv:~,!: ::!". In this conncctLw, i t  may be 
mentioned that the overall productivity of labour is affected by the mining 
conditions preuiling in the mines. Mining conditions rn the Kolnr Gold 
Mines. which arc very old m d  amongst the deepest in thu ~ \ : ~ r l d ,  are ad- 
mittedly \:ry c!iflicult. Uaintaininp over all productivity under ~ u c h  con- 
ditions H : ~ l d  !'self nccd cffort. During 1965-66 and lc36(~*1i7 particularly, 
the nunin: condition\ have hecn considcrahly affected by e v c r d  tutural 
calamities. w h k n  in turn. have affected production, espccittll!~ in thc 
Champion Reef Mine. In the N u n d y d r q  and Mysore Mines. however. 
the prductir-ity mensured in terms of ore mined p r  rnachinc shift has hcen 
maintained." 

1.37. The Stud) Group of tile Public Account\ Cofirmtrwc during their 
vihit to 1' : K o h r  Ciuld Minrng tlndcr~alrinp., in January. lOhS wcrc informed 
that the C rntrai Mining Rcwarch Ctation. Dhanbad and National Mctsllurgi- 
cal Labratory haw not been ahlc lo hclp in any nignificnnf way in tackling 
thr prnhlcmu of gold min in~ .  



1.33. In a note furnished at the instance of the Committee the Ministry 
d Finance have otated that the financial results for 1966-67 were as 
follows:- 

(Rs. in Lakhs) 

Value of Gold & Silver . 
Sundry Reaipts : 

Revenue Account. 
Profit & Loss A/c . 

I)rducr7 ' 
Co;sts . 
Royalty' . 
Depreciation. 

Interest on C'hpitsl. . 
Loss . 

. . 
-237 ' 32 

Government capital employed as on 3 r -3 - r 96;. . . 523.61 -- 

1.34. As regards the broad reasons for the losses incurred in 1966-67 
and the measures taken to minimise the losses, the Ministry of Finance have 
stated that there has been a shortfall in gold production durin; the last rwo 
years on account of two factors: 

( i )  shortfall i n  the tonnage of orc milled; iind 

( i i )  decline in the grade of ore. 

Thc second factor i s  not really i~ controllable item. more so when natural 
calatn~tics have rcstrictcd thc mining operations and the sequence t r f  stoping 
rtc.. to be followed. In regard to the shortfall in the tonnage itself, i t  may 
bc explained that thcre have been n~ajor natural calamities in the Kolx Gold 
Mining I 'ndertakings which have rendered large arcas tcnqwrarily inaccessi- 
ble fnr mining and srffectcd production. The major calamities and factors 
are cnumcratcd hiow:- 

Champion Ktv l  Mine 

1.35.  ( 1 ) A major rockburst tcuA place on 26th biovember, 1962 in 
Champion Reef Minc affecting the whole o f  the Glen Orc S h i ~ t  and the 
Sourthcrn Orc t d y  of this mine. This section of the rnwc wns contribut- 
mg about 40 per cent-50 per cent of the total budgcred pold (per annum) 
for thrs mlnc. 



(2) An outbreak of major fire occurred in the Northern Folds section of' 
Champion Reef Mine, resulting in sealing off th2 area h July, 1965 t@ 
February, 1966. 

(3) During 1966-67, them were three short fires which retarded pro- 
duction. 

(4) Due to unprecedented rain during SeptemberlNovernbcr, 1966, part% 
of the mines were flooded and, therefore. mining operations were ;~ffected. 
(Against an annual average rainfall of 23 inches, during 1966 the rainfall 

was 58 inches most of it in a short span.) 

(5  ) In December 1966, due to $round movement, the sub-Auxiliary 
shd t  and associated levels were damaged by n wries of rochlwrsts. 

Mysorr Mine 

1.36. The Mysorc Mine tvhich is a vcr- old n:;nc. rl i h  I.:nit:.l rcscrvcs 
and considcrin_~ the technical ;:s;wst\ like scqucnce sti-rpp~~~;!, CIC.. pmdi~dion  
has to be restricted. It may also hc stated in thi\ connccirtw lhat cvcn when 
the Centrc took ovcr the liolar Chld Mining L'ndcrt:rkin:.r i :  \r;l\ kiiown that 
the Mysorc Mine had got linlitcd rcscrvcs mi would >.ct :.l!laur:cd smm 
However. there was a discoven. of fairlv rich rczcrvc. of O I C  in the Kcmpin- 
kote area of the mine in 1964 and exploration and dc\.elt~pn~ent has alrcwly 
established the prcscnce of about 5O.MK) short tonnes (45,360 tonnesj of 
ore reserves. Even so. as already statcd above. mining tur 1 0  tw rcstrictcd 
on technical consideationc. Quik apart from this. thc unprcc~drnted mins 
during Scptcniher,No\cnikr. 1956 h3vc flooded certain arcas in ttlc mine 
and t h ~ s  has a h  aflrzfcd prodilction in 1966-67. 

1.37. Durinr 1965-66. acc~dent to No. 2 ; i u x i l ~ i t ~  4wfr rctardcd the 
production. The production in 196647 was affected due to unprecedented 
rains which flooded parts of the mine. 

1.38. The gold prduccd 3t Kolar Gold Mininp t l ndc rmAi~~p  i s  priced 
at the 1.54 F .  rate, aftcr thc Central takc ovcr. (The I . M . ? .  price in di~llirrs 
was lixed dccadc\ a p  and therc hitre bccn substant~al Incrcitw in matcrid 
costs and wage,. dcarncss allowance etc. since thcn which havc affcctcd tho 
cost of production; thc only rcvifiions in the rupcr prl:tr h a w  k e n  thc 
changes brought a b u t  by the cl~anpe in the par value of tlrc rupee,) This 
accounts for the losses in Kolar Gold Mining Underlakings. I t  has also to 
be mentioned that the Kolar Mincs arc very old and vcr) dccp mines, and 
ths  factm has to be kcpt in view in considehing thc cost of prductinn and 
the losses. The loss for 1960-67 was Rs. 237.32 lakhs. 



1.39. The Undertakings have been passing through a d i i u l t  phase on 
tccount of various natural calamities and increases in working costs due to  
rise in material costs and wages with increases in dearness allowance ctc. 
The losses in the Undertkings would tend to lessen when production at 
K.G.M.U. increases, and the temporary difficulties caused by the present ad- 
versa mining mdi t ions ,  (following several natural calamities) are over- 
come. With this object in view, an Expert Committee was set up early in 
1967 to recommend measures to be taken (including the mining techniques 
ro be adopted), to  re-open the Northern Folds of the Cnan~pion Reef Minm 
which are rich in ore. The report of the Committee nclr been received re- 
cently. The Committee have reported that it would bc feasible to minc 
substantial quantities of gold at a reasonable cost bv reopening the section, 
adopting the meawres that they have indicated. These recomrnendationv 
are now undcr examinaticm by the Inspectorate of Mincs Safety. This 
schen~c, when implemented, would result in increased production from the 
C'hanlpion Reef Mine. in about 12  to 18 months. The cost of production 
ot gold would then show a decline and the loss would thus tend to be re- 
duced. 

1.40. Quitc apart from this. thcrc is also a schen~e for expanding the 
prcxiuct~on of ore at the Kundvdroog Minc which has bctn taken up and 
which Ir expected to bc implenlcnted in the course of soother 12 rncm!i~\  or 
co.  Thi\ wcwld cxpnri  rhe production at the Vundydrmg Minc to 2g.000 
S Tons of ore a month and would also tend to reduce the coit of pro- 
duct~on and hence thc losses. 

I .41. The Conmittcc pointed out that the objcct of t A n g  w c r  the 
rr~lne w.l\ to get larger revenues and clc\~red to know wltcther that obejcti\e 
huc! k c n  x h ~ e \ e J  The Nttnes \ t a t 4  that there hati k e n  some ~ h 3 c l r c .  
htrt ~ h c  \\orL~ng hfc of the rnlne\ w c ~ ~ l d  undouhtrdh he pttdnnged n ,  a 
rcwlt of t~krng okcr the mines and in due courw an Incre~iw in the t w t p t  
,111d rckcnue u i t \  cxpctcd. 

1 42 T h e  Stud]; Group of the Public Accounts Conmittee during the~r 
\ki t  to thc Kolar Gold Mining Undertakings in January, 196s were infnrm- 
cd that thc nwst prc~misinp mine, with a richer gold content was Champion 
Hccf but uafo r tun~ tc l~  i t  d i c r e d  rock bunts  in Novemb~.r, 1962. i .~. a few 
d;tp bcftm ~t was tahcn o w  by the Central Govtrnrnenr. Ruck bursts 
wcte s t ~ t c d  to be a ~ C U I I ~ I ~  phenomenon in Kolnr as ti12 rock format~on 
thcrc was con~parnhk to laycn of glass put tog~ther  rather than laycrt of 
cord-boards with the rcal~lt that when pressure became unbearable, the nxks 
Aow apart like picccs of gl;rss, causing extensive damage. 

1.43. Thc ~nining opcrlltion in Charnpirrn Reef Mine had to trr: sus- 
p n d c d  helow 8 . 0 0  iwt because of the rock hursts. Continuous research 



work had also been done on these problems in the Uruversity at New C a s t b  
Upon Tyne through the good offices of the Consultants. The latest ro- 
port by a Conlmittee headed by the Chief Director of lvlines and Safety had 
recommended adoption of certain new techniques to resume the mining in 
Champion Reef. The Report had been set formally to the Di~ectorate of 
Mincs Safety for according permission to resume mining. It would take 
about two years to reopen this area of the mine and another five years to 
reach optimum conditions for exploitation. The reserves in this mine were 
estimated at present at 1.00.000 ounces of gold and ii was anticipated that 
the cost of the production might work out less han the 1.M.F. price of gold. 
Another advantage of resumption of mining in this area might be to provide 
stgnificant clues for mining new areas with promising gold content. 

1.33. The Committee desired to Lnow whether the ivlinisrry had malys- 
ed the reasons for the deterioration in the utilisation of mill~ng plants and if 
so. what steps were proposed to bc taken to improve the position. Thc Seo 
retar!. lrlinistry of Finance statcd that these mills were installed over five 
dc,.rdc\ ;1co with a c3pacrty relevant 10 thc pcriod oi workins I t  was 
dccded tt l  combine the work of the two mills and to use thc other one as a 
s:iindb>. But t he  important fact was that wmc nt the or= streaks were 
running nut itnJ the total output  was somewhat on a drmint41c~i vxle in the 
last tuo or three years. As the level of output increased. thc level of utili- 
ssmn of these mills would also increase. 

I .35. On being asked whether there was any prc~pccal to dispcwc of  
the Ch::mpion Reef Plant, the witness stated "G\)vcrnmcnt cvptcr to get 
fur ther  life out of i t .  Will be renovated in limc to avail of the increased 
output when it comes up in 18 or 23 months." 'The cost of renovation of 
plant wits estimated at about Rs. 5 lakhs. 

1 46. The Commtttcc poinrcd out that xcordine tn Audit pcr metric 
t ~n 01.: of ore 171111ed dur~ng 1965-66 wa\ RI. XH 90 while thc coc! pcr gram 
c,f p.lJ c.rtr:ictcd worked out to Rs. 12.85. T h c w  riyurcs incticatcd h a t  
pc- tonne <,,st o f  ore milled during 1965-66 wky the h~ghcct w f,tr. The 
InLrcax. had been stated to he due to decline in the averas: g d c  of the orc 
,ind increare in xhc w a g s  and dearricvi allowance paid t o  the crnployees. 
'A ne Cornmittec cicsircd ti? know the ~xxition during 1966-67. The ,kcre- 
I:!TL hf~nistry o! F 117 111cc \rolcd "I am afraid the desrncss allowances conti- 
1iu~J to incrciiu: u~rh the increacc in cost of f ~ d g r n i n a  ctc. So, the pod- 
t icm drd not improvc '" 7hc rcpremutivc of the Ministry added rhat thc 
prc=nt ccwt was RI, lh,2 p r  gram. In reply to a clu;4ion, tllc Sccrclary, 
;Li~ni\try of F~nlnancc stated that now the cwt  of gold was, 57 pcr cent hi* 
in ttrmr of rupee\ Ife a~liltd "Unfonunarcly, durtnl: the next ycnr, we 
120 not cxpca any kmennc 11, the prr r r ~ p i t a  labour cmt for gold prcxiucth 
W'c have rduccd Idhour hq wvcral rhrcrucand pcanlc, of cnitrw not fosta 



than the decrease in production." The productivity would have to be in- 
creased by various means. 

1.47. The representative of the Ministry of Finance added "We are 
considehing the question of a system of new incentive bonus under which 
~r group will be given a contract to work at a place and they will be paid 
on the basis of the results. It  is still under consideration." 

1.48. If the scheme to pay by results was introcl~~ccd succes~fully, the 
labour c c ~ t  would comc down. "If thc output lncrcaws and the labour cost 
come$ down we can expect to restorc \ornething like th.: position that existed 
a irw ycars carlicr." 



1.53. Tbe CoamYtse rott thnt the d l  at Mymn MieG hJ btsr 
working very much below its capacity and the otber two d t s  had not h 
utilised to their ex- except durh_lg the period April to November, 
1%2. The d i h t b  of the mill at Nandydmog Mine has slso beas 
showing a p r q m d v e  dedhe since tbe date of taken over by the Cedrrrl 
Covcrament. The Committee mderstaad that the ore from Champion Reef 
M i  is being milled at the Mysore M i  and that the milling plants in tBc 
Cbampion Reef Mines did not work during 196546. The Committee under- 
dand t b t  &ere is u proposal for expanding the production of ore at tbe 
NPndydroog Mine and for reopening the Northern fdds of the Champion 
Reef M k .  which are rich in ole. The Committee wwld Like Government 
to review ctiticalty the w o r b q  of the milling plants with reference fo the 
yroductioo pragrPmme of the three mines so as to ensure the moat emcient 
a d  ecoaomlc worlfng. 

1.54. The Committee also suggest that tbe Central Mining Res4arcb 
Station, Dbbad, and the National MetPllu~iral Laboratory which art 
under tbe CS.1.R should be mom intimately associated with the Mining 
problems of the Kdnr Gdd Midog Undertakiis. The advice of the 
Ceatral Mining Research !Station, Dhanbad, ma3 in particular be taken 
a b u t  the dumping and disposal of rejects after the gold is  extracted from 
tke ore. 

1.55. The Committee note that the Consultant\ had m m c n d e d  that 
excess lnbour expeaKs should be curtailed by retrenchment of unproduc- 
tive tabow and an hcrease in the productiriQ o f  the lalwur retained. T k  
Comm'&e note thnt the Vndertakiog has been able to reduce the atrrngth 
From aboul 11,000 mea m 1963 to 12,900 at the end of 1967. In v i m  
of the imperative need for effecting further ecommj, the Underlaking 
shoald work out sad intmduce WI appropriate incentive scheme to impruv- 
islg e8icient-y and cllecting ecoaom? 



Financial rcsulrs-Para 6. Sub-para ( A  ) 

1.58. The following table summarises the financial position of the 
Undertakings for the four accounting periods ending 31st March, 1965:- 

1gfi1 -62 April, I 962 December 1964-65 
to 1M2 

Xovember to hiarch, 
1962 rgFi4 

(8 months) (16 months) 

(a) Government capital em- 
ployed (Rupees in lakhs) 320.10 293-88 357.65 512.67 

(b) 'Total sale prt~eedq of 
gold produced (sate of 
gold including stock Ic-F 
opening stock). 
( K u p ~ s  in lakhs) . . 512 .20  334.68 246.99 207.21 

(c i  Nct prtfit (+) or locd-1 
(Rupees in lakhs) L0.32 - 2 5 . X 1  -359.-9 -243.6 3 

1.59. Though the Undcrtnltinps were taken ober by the Gowrnment 
of India on 1st December, 1962 no formal sale deed has k c n  exccuted so 
far July, 1965). 

I .HI. In a notc furnbhcct at the in&mcc of the Curnrn~ttcc thc \iini,try 
o f  i:in:~ncr. luvc stilted that "A draft wle dccd was prcp.ircd b? the !i!ywvc. 
Cimcrnmcnt and sent to the Govcrnrnent of India. I t  w35 rrturncci to 
then1 with sonic. nKhfifications in Ir;~wcmber, 1963. Thc saie deed con- 
t.tincd :& schcdulc notifying the n l in in~ arcas. which ucrc k i n g  transferred 
t i )  thc Ccntrd Government. For purposes of clexly specifying the mining 
;\reas in thc schcdulr of lands covcrcd bv the ayrccrncnt, it tvas necessary 
111 conduct ;r dctailcd survcv ol the entire :lrrn. The Myore  Government 
untlcrtcwk the survey, which has now k e n  completc.d. The details of the 
4 u n q ,  itrc k i n g  examincd by them. The limited rights piinted to third 
partics such as for cu1tiv;ition h;d a h  to be rc~oncilrd. I t  is undr.r.!d 
thill thc proposed draft s;~lc. decd is under detailed exiimination of the 

% 
various Dcpartmcnts of that Go~crnrnmt.  I! is expcctcd that the deed 
may be fin;ilizrd in about thrcc nwnths." 



Tax on the supply of electricity-Para 7 .  
1.62. According to the provisions contained in Article 287 of the 

Constitution, the electricity consumed by the Government of India, or  sold 
to the Government of India for consumption by that Goczrt.lme~f . \ exempt 
from tax. Tha Government of Mysore, however, charged tax on electri- 
city consumed by thc Undertakings even after I st December, 1962 i.e. the 
date on which the Undertakings were taken over by the Central Oovcm- 
m a t .  

1.63. After a detailed appraisal of the case the Govcrnrnent of Mysore 
have agreed to refund the tax already charged by them. The Govemmcnt 
of India have simultaneously agreed to the payment to thc State Govern- 
ment oi 3 yrsct-in-aid q u a 1  to thc lilnount of the tax. T h c  tax 
Rs. 2S.93.298 paid by the Uncirrtaking, up to 30th Novcndxr, 1904 is 
stiIl to be refunded by the Govcmment of Mysore. 

1 64. The Secretary, Ministry of Finance stated th:tt the undert:if;ing 
uhich was owned by the Government of Mysorc wiiq paying elcctr~c~ty 
t m  to the Guvernment of Mysore. At the timc of fixing the pricc, the 
Gokernment of Mysore had painted nut that they would low thr rcbmuc 
w h ~ c h  they were petting from the undert:tkinp. Then n t cmprary  ucttlc- 
men1 was arrived at. "A& 1st April. 1966. the F'innncc Cornm~wion Im 
takcn into account these fa& and I think I am right in xayinr that nc~thcr 
H C  will give the g a n t  nor they will charge a tax from us. So. it was an 
interim arrangement which was intended t o  pro\.klcd for this f:~ctor t:thing 
note of the price, that was fixed for tahng oter  the mine., " 

1.65. In reply to  a question. the wirncc\ stated that the Govcmmcnt 
of Mysore had no right to levy thc t:lr on clcl:ric~ty and !he tax hatl hccn 
refunded. The Constitution is not circurnvcnted by giving grant-in-aid 
in view of the facts. The Finance ('ornm~\\ian tcmk this into account. 
Thcy h a w  also rrccognj.scd this. I would not call it circunrventing the 
const itutim" - 

1 66. In reply to a question, the witness slated "Thc undertaking pcr- 
h a p  thought that ~t was payaMc". 

1.67. On k i n g  asked whether thr: approval of Piirliamcnt was obciin- 
ed when the payment of this p a n t - i n 4 d  was dccidcd upon. the witnessi 
slatcd that this spxific pant had bccn hfought to the notice of thc Parlia- 
ment through &c Explanatory Mcmoranltum. 



bytheUaderQLinga I f t b o S t a t e G o v e n u a ~ l l t b a d t o b e c ~ d b r  
the loss of duly om dcctrMtg eollwmed by, the UndertoLiasr, it would lrrs 
been better to plrOvJde for 45 specifically while di tbe toW ammd pmy-- 
able for th ocqaiafdlon of the Undertakings. The Committee tbe stnse tU 
suet, Inegulrv practice will be strictly eschewed in future. 

Stocks und stores-Suh-para (C) . 
Clnsin~ stock and stores: 

1.%0. The position of stock and stores held by the Undertakings as at 
the close of the last three accounting pcriods and the consuniption of stores 
durhg these periods are indicated below:- 

1.72. -rhc ('kwn~itrcc p n t c J  out th.11 3 ~ ~ 0 i J l n g  t o  t iud~t .  the st& 
a5 on 31-3-19M rcprcsentcd 13.5 rnonthr' of thc ci~nwnptton d u m p  1965- 
66 and dtsircd to h o w  whether the invcntcq holding wrw not excessive. 
'nc Secrctxy, Miniwy of Finance statcd rhnt the inbentory holding must " jc.dg~d in wlatian to the nature of the starcs. Thc t:~lue of 10 months' 
~ctn!~un~ption w;l$ in relation to thc monthly ratc of iwie but lhcre w e n  



+certain standby s t m  of a large value which had to &, maintained and 
which might be used oace in t h e e  years or five years. 

1.73. The Committee desired to be furnished with a note on the follow- 
ing points: 

(1) What was the value of inventory holding on 31-3-1963 and 
31-3-1967 and how many months consumption did it re- 
present. 

(2) Measures taken to improve the inventory control. 

1.74. The Ministry of Financc have statcd that thc position rcgardhg 
inventory holding is as follows: 

I'aluc of Numher of months' 
in\ entory consumption t~ascd 
tiolJinp on the valuc of con- 

consumption of stores 
during that yriir. 

- - - -  - - -- - - -  - -- 
It m:iy be explained that the invrntury o f  ctorcs n l w  includes ccrtnin 
irsrntial stand by itcms wch ;I\ ulrc row\. \hc;ive *heels and other im- 
ported spares etc. far the ~pccialircd rnd~chtnery in Kolar Gold Mining 
Undertakings. It  ha\ been : i \wwd that the value of wch itcnu i~ltme 
would bc of the order of about 11% 37 iakhs in the inventory 

1.75. As regards thc mea\ures talicn to improvc the inventory control, 
the Minirtry of Financc have stated that a certain atncrunt of fncrcaw in 
the rnbcntory has been fuund ncccwry in vicw of the lonpcr timc takcn 
for inlptrtlnp ccrrain m.i~cr~al\ uwd hy thc mine\ 'Thc s t r ~ k s  o f  ccrrnin 
dhcr z~~enf ia l  indigenous material\ had alw to bc augnlcnted on account 
of the difficult supply pwition c w w d  by building i~ctivity o f  the Rharat 
Earth Mover Factory in thc Kohr < i d d  Field nrca. Howcvcr. the Milnag- 
ing Dirmor i s  king instructed to review the inventory levels o f  the indipc- 
now and the imported item%, with a view to hccptng them at <mly nason- 
able levels. 



MINISTRY OF FINANCE 

Government Opium Factories at Ghazipur, Neemuch and M&aur-- 
Section XXIV, Pages 268-275 

Introduction-Para I .  

1.77. The main functions of thc Government Opium Factories at GhazC 
pur, Necmuch and Mandsaur are to manufacture (i) excise opium, (ii) ex- 
port opium, (iii) medical opium, and (iv) alkaloids. The raw opium for 
the manufacture of the above products is purchawd from Ulccnsed cultiva- 
tors after thc necessary test for moisture contents and adulterants. 

1.78. (a )  The working results of the factorie\ for the four accounting 
periods ending 31st March, 1965 are indicated below. (with effect from 
lqt April, 1965, the accounting ?car which \vat, previowIy from October 

Szptcn~hcr has been chlmgcd to April to Mnrch For this reawn. the 
Dcp.1rtnlcnt has compiled thc 'iciounti f ~ r  t l ~  half yc'.lr cnding 316 
Xi:irch, 1965):- 



(a) The opium manufactured by thc Mitndsaur factory i \  transfcrrcd 
to other frtctorics at cmt: thcr~' k. thcrcforc, no profit or 
loss. The small profits of Rs. 284 and Rs. 484 shown in 
the pro fo rm accounts for the years 1962-63 and 1963- 
represent the 'rniscellanwus receipts' of the factory e.g. r e  
covery of house rent from the staff, sale procceds of Gov- 
ernment material, etc. 

fb) The loss in 1964-65 was d u ~  to the charging of interest on 
capital in thc Profit and Lou Account instead of in the 
Production Account. 

1.79. It will be seen that tbc profie of Ghazipur factory decreased 
from Rs. 106,68 lakhs in 196142 to Rs. 12.48 l a k b  in 1963-64 and to 
Rs. 2.51 l a b s  in the half year ending 31B March, 1965 and that tbe 
Naamuch Factory which madt a proat al RB. 10.94 Inkhs in 1961-62 in- 
curd  loafta of Rs. 4.80 lakk and Rs. 1.31 l a b  in 1963-64 and the 
half year d i n g  31a March, 1965 mpcctivcly. According to thc MM- 
agcment, the factors mainly responsible for thc rcductian in prottb and UM 
barring d losw wre incteasc in clmt ol podunion, lcsrr aalm and the 
u l e  of exprnt opium at a price b r t b  the bf prdwtian. 



I( h ) Sundry debtors.. 

1.80. An amount of Rs. 60.35 lakhs was outstanding for recovery in 
th : accounts of O M p u  factory as on 3 1st March, 1965. Out of this 
R ,. 0.69 lakh were more than 3 years old. 

1.81. Explaining the reasaas far the 1osse.s in the opium factories, the 
Chairman, Central Board of Excise and Customs stated that the produc- 
tion of opium d e p d e d  on its demand. Oplum was produced for export 
and for medicinal purposes. "So if demand falls (there are certain overhead 
charge? which remain more or less static) the cost of production goes up." 
Thr pr.;ct: of opium abroad was regulated by the price that was charged by 
the competitors. The export price of opium in recent years had been going 
down successively. The cost of production in lndia consisted of two fac- 
tor\. n:lmely, the amount that was paid to the cultivators and the staff who 
werc cmployed for looking after the collection and manufacture of opium. 
"in 1065 we had produced relatrvely a small quantity. Thrk. :,ear we have 
; ~ l n i m r  doubled it. That is due to demand abroad. Thls yx  the cost 
<.if moductim will nutomatically come dtmn " In rcply t o  ,j question, 
thc \\itnew stated that thcrc was loss in 1965-66 in 1966-67, there was 
:In owri~ll profit of Rs. 1.14. crorcs. On bernlr wkcd whethcr :he opium 
a 15 cxportcd at a price lower than the cost of prtyllrctttn. rhc wtmess 
< t r * t ~ . !  "Not after devaluation. We A1 in dollm. l h :  rupc'es v4ue has 
gone up. It  1s a good forcim exchangc cmnc, In kt. own u:~v. Wc 
~irrnril 4 crorcs ncnrlv In foreien cwhnnrc " 

1.82. TL Committee note that the declining trend in profits in thew 
fectorics in 1 % 3 4  to 1965-66. has given place to a ~ubrtamtkd margin 
of prnfir b 1966-67 dcvnlrmtioo. Thc Committw 4- that Ciwcrslmat 
sht~tid mmkc a cnrcful assessment d the future dcmwd for the mpori of 
opium produch tor nudiicinal Pod &her uses so thslr the prodoctirm d 
opium and its pmducts and the w w E r i  of the factories can be suitably 
regdated to achieve the bed m d M e  m u &  

1 83. ( a )  (!rider coshg svstcm intrcxlueeJ in 1925 cmt ol !ri,rnutac- 
turc (11 opium is arrivcd at by taLmg into account the qu3nti.y of products 
c ~ L ~ s I I ~ ~ c J  to he nunufacturcd inbtcad c - f  thc .rctu;d quantity pnduccd. 

1 .%I. The fallowing observations iI1.C m;dc in this connection:- 

(i) The sysrarn adcvtcd by thc factory Jiwr not indicate the true 
cost of product im. 



received. The manufacturing losses for the years 1954-55 
to 1962-63 included in the closing balance of export opium 
for the period ending September, 1963 amounted to 
1,36,761 Kgs. of the value of Rs. 58,46 lakhs. The ficti- 
tious closing balance resulting from the inclusion therein 
of the nlanufacturing losses completely vitiates the cost of 
production worked out by the Department. 

(lii) The nm-adjustment of the manufacturing losses in the Profit 
and Loss Account results in inflation of profits and this in 
turn increases the amount of 'Capital' as profits arc udjwted 
to 'Capital' in Departmental Clndrrtakinp. With tlic 
increase in the amount of 'Capital' thc liability of intercst 
charges goes up leadins to highcr cost of prcducticm. 

(iv) For the purpose of Profit and I..iws Account. thc  closing stock 
of the semi-finished alkaloids is vulucd at 9/20th of the  
selling price of the drugs manufactured thercfrom, whereas 
in the Production Account clo-;ins stock 1% valued on :) 

different basis. 
1.85. As rcLmrds items (i), ( i i i )  and (iv)  ttlc bfinktr h.rw st;!teri tFch- 

nary. 1967) that action has k e n  jniiiilrt'd to h;tvc thc casting syster.1 
examincd by thc Cost Accounts ORiccr in !he Ministry of Financc. Rc- 
garding item (ii), it has been statcd that "the question of writing off of 
losses is under xtive considcr:ction o f  !hi. <io\ernrw:nt ;mrI ;ks wron :IF 

losscc are w~itten off the closing bdrincc column \v!ll r c p r c ~ n t  truer 
picture." 

1.86. Ib) No standard\ for e\,duatin; thc o ~ w ; . , t ! * ~  ' c l l iocn~y h v e  
bcrn laid down in respect of fdrtorrcc at Nccmuih ,rnd htdiliisiiur. Ccrt;:in 
expcrJrncnts regarding operational p n ~ c s v x  1 1  h o dr) mi! oi c~ptu~n u ithc-ut 
stirrmg. mixing of oplurn. stamping of opturn c r r h ,  crc wrc undertatirn 
from time to time. but thew haw not rc..;ickd my cmclume .itagc \o 
far ~''G-wernber, 1966) 

1 R f  The Commttec desired to know whether tllc cn;tniin,~~ton of rhc 
cmting system by thc Cost Accounts Offrccr had smcc t u n  ~rwn;d~'!crj.  
Ttw Chairman, Cmtral b a r d  d Excise and C'uktornc, ~t;rred !hilt thr oficct 
t ~ i c i  completed the examination and had Pcnt a rcpm Thc dtitxr hrd 
cimc to the conclusion th3t the method followed by t trc Ikjwrtmcnt i+ '1s 

b) <ind luge correct. 
1.88. Oa being ask& about rhc basis on which the cultwator wnc; mrid, 

the witncss staled "VSk c p m  it with other caw c r q .  H'c calcu::t~e 
hOH. much prdit hc will makc hy growing it. Every year wc t~dd a can- 
ferrtncc to go inta tJw qudm her*. much arcu iu to be liccnwxJ and what 
L, thc price that will be remunerative for hint and on that basis we tilt 
tttr paymmt." 



27 
1.89, Th6 Committee enquired whether any decision had b.en taka 

?r ree;ard to tba write off of losses, the witness stated "So far as wriking 
d is  concerned, the matter is under active consideration of tbe Govern- 
ment and we wanted the Narcotics Commissioner to go into tbe question 
*cry carefuny before we took action to write them dl. His report has 
pat come and it is under our consideration." 

1 90 The Committee desired to know as to when the standards for 
d u i i t m g  the operational efficiency in respect of the factories at Neemuch 
rd Mandsaur were expected to be evolved. The Chairman, Central 
k d  crf Excise and Customs stated "We keep on experimenting a11 the 
tjlbC 5htrcther we can improve the system either in drying or packing and 
m m This qucstion refers to cxpcriments which had been conduoted at 
Mandwr at t h t  point of time. Even in Ghazipur we have for example, 
dmr rcwarch about the effect of fertilisers on the morphine content of 
poppy We have been experimenting with various kinds of containerg 
rbctfwr they absorb morphine. So far as these tw+three experiments 
Ilt Mandsaur) arc concerned, no definite conclu(iions could be reached." 

1.91. The CommitEec mote that under tbe d n g  s y m  hbodoccd hr 
lbtt eos! of manatochnr of opiom is arrived at by tnkhg iato accoant 

ch. ptrutay d pro&pcts estfmnoted to be manulPctrrtttd instead of tbe orh;rPI 
plodoced This system 'w &feaive m: 

ti) ?&doesedhdic~lethetroccostofprodoctio~~; 
(W tbe ~Mrori hmm (ie. manufacturing losses) amthnc to fwm 

p r t  of c i a  stock till the sPadiolP for write od i s  r m i v -  
ed: 

(iil) tbe dw of the m a n a f ~  losxs in Lbt ProGt aod 
Lass Aammt rtsub h W i o a  of profits pad this in turn 
L w r e r c w s t b e n m w d d c q p i t . l r s p F o f i b a r e ~ t o  
ap9s.l~dcQutwo@-=d 

(iv) for tbe pnposc of Profit and Locs Accwmt. the c b h g  stock of 
tbc scmi.6urEFhod Pllukrids is valued at 9/2M of tk W i g  
price of tbe drugs maaafactnred tbertfrcwr, wbaeos ia tbe 
Production Account c W i  stock b v a l d  om a Macllt 
w. 

1.92. It b crklleat thal 1111 these fnctors arc boond to d e c t  h vnriups 
tk Roat .nd Loss AclroPaEs d tbesc U d c d a h g s .  Tbe Commbe 
tbt Covunmmt wUI bke Sosbbk tmmam. commhth  wtth the 

~ a r r o u o b a c p c l r t n r m t o f t B e M ~ d ~ , t o l t S O I V e i I I t h w l c  - ud tba prrprr.'&m d fbt P d t  rsd Loes AccarmCr em 
8 -L-- ~ I p d ~ b 8 S i s .  G o v e n a m d ~ . k o t a k c c l . r t ) .  
. , $ m r b d r r r i t l ( d i t b s d w - h t b c & E b l o f t b t - t  
W d t b N u r c o s i c C -  

! . 9 3 . ~ c ~ M w d d - ~ D c p r b w d ~ ~ - w ~ -  
$ o ~ @ a p a r l b Y l ~ ~ * Q g i . r : . e d - d -  
~ ~ - ~ - - ~ - o t q c 1 . . r m o u d o l a p r o ' 1 6 o p a r r t b . a l ~ *  



Cost- of prOnuctioe- para 4. 

1.94- ( i )  The foUowinp table indicates the output and cost of production of the major m u a b  ~f the 
factories for the four accounting perids  ending March, 1965:- 

Yeur ending 30-9-62 Year ending 30-9-63 Year e n & q  30-9-64 Half year endii~31-3-65 - 
nutput cost of ourput cost of output cost output CON of 

proiuctio n productio'n production prodtlchm. 

Kgs. Hs. Kgs. Rs . Kgs. Rs .  Kgs. Rs. 

(17 IMO h w k .  . 7 5 - 7 1  3,003 7 7 . 0 6  3.597 79.32 2.499 7 8 w :  
(ii) fhW W e  . 2'783 1.016 6 1 - 9  805 69.21 024 68.76 860 63 ' 73 



(a) Export opium 
1.95. f i e  increase in de cost of produoticin 03 ex* @piurn dnring 

the years 1962-63 and 1963-64 was mainly due to fhe high cost of ' 
opium, production of larger quantities of inferior opium, increaSe in thb 
rate of dearness allowance given to  the employees and in interest charged, 
etc. 

( b )  Excise opium 
I .96. It will be seen that the unit cost of productron of excise ~ U D B  

in Oh&ipar factary went up from Rs. 41.37 pn Kg. in 1962-63 to 
. 95.09 per Kg. in 1963-64. The increase was primarily due to dib 
prtqmticmafe allocation of oveiheads to the closing stocks daring the two 
ycars. The Ministry have stated (February, 1967) tha! "the acwmts of 
excise and export opium have been amalgamated with effect from 1st O c b  
ber, 1964." 

(c) Medicinal opium 
1.97. The increase in the cost of production of medicinal opium dur- 

ing 1962-63 and 1963-64 was generally due to increase in the cost of raw 
opium, nlanufacturing charges, etc. 

( d )  A lkaloids 

1 .9 8. During the ycars 1962-63 and 1963-64 large quantities of good 
opium were used for the manufacture of semi-refined morphine and semi- 
refined codeine resulting in high cost of production of the emd products. 
There was also a general increase in the other chqes .  

(ii)  Increase in district charges ut Gha;ip~tr fucton 

I .9Y. I h c  average cost of raw opium purchasecl from licensed culti- 
vators includes the district charges which rue incurred in connection with 
the cultivation and collection of opium. The district charges for Banaras 
opium went up from Rs. 1.45 per Kg. in 196142 to Rs. 3.50 per Kg. in 
1963-64 owing to employmenit of staff in excess of the norm laid down 
in the Opium Manual. 

The Ministry have stated (February. 1967) as foUows:- 
"It is conceded that there has been some surplus staff. UilliL;~ 

other commercial commodities, opium cultivation is strim 
controlled in the light of demandlcany over stock. Inter- 
nstional Bodies like Narcotics Commission, Drug Advisory 
Board, etc. exercise strict control over the operatfdns con- 
nected with the narcotics. A certain amount d excess staff, 
thciefore, becomes unavoidable when the output is low. . . . . 
Major portion of the excess staff is ponnaneat and step 
a n  being taken to adjust diem to the best advantage of the 
Govarnmcnt and to utilise them on prevention duties." 



1.100. The Committee drew the attention of the Chairman, central 
Bowi of Excise and Customs to the Table on page 271 of the Audit Re- 
port (Commercial), 1967 and pointed out that the cost of ProdactiOn of 
the export opium, medicinal opium (1.M.O. cake) and Alkaloids Mor- 
phine and Morphine Salt iuid Ethyl Morphine H y d r d o r i d e  d~ri4g 
1965-66 had increased over that for the half year ending 31st March, 1965 
nutwthstanding the increase in thc output and enquired the reasons for 
the increase in the cost of production. The witness stated that "So far as 
opium itself is coocwned, it goes up a little when the area under cultivation 
or pmdugmduction of opium c o r n  down. They add up to the cost." In 1966- 
67 the cost of produdion of the opium at Ghazipur had come down to Rs. 
65.10 per kg. as compared to the cost of pmduction of Rss 67.01 per kg. 
the half year endine 31st March, 1965. 

! 101. In reply to a question. the witness stated that the district char- 
gc. referred to establishment chargn. Establishment charges, freight for 
b i n r i n r  the opium from the individual, cultivators and also the handling 
charrcc were generally included in the district charges. 

1 .I 02. The Committee understand from Audit that the cost of produc- 
tion of the various products manufactured by the three factories during the 
year ending 31 st March. 1966, was as follows:- 

Out-put Cwt of 
production 

w r  K& 

Exparr Opium. 
Ghazipur Factory . 
Neemuch Factory . 
. \ l a n h u r  Factory 

Mrdicind Opium (Ghoxipur' 
(i) TMO Pow ier . 

(ii) TMO C?ke . 

Alkaloids (G6a. ipur) 
Morphine and Morphine Salt 
C~deine and CRdeine Salt . 
Ethyl Morphine Hydro-chloride 

Rs. 



1.106. Opium lohses occur hecau,r of a d h i o n .  assay varintiori and 
handling at various stages, for instance, in procuring. storing. drying, e c .  
The loss is not worked out at each s t a s .  The table below indicate< the 
manufacturing and storage losscs (in terms of percentage) over and abovt 
the normal prescribed limits and their value during the three year; end- 
ing September, 1964:- 

Year Year Year 
ending ending ending 
30-9-ry5z 30-9-1963 33-g-1964 

Manufacturing loss 
Actual loss . 3 .  I zO:, 2.62 O , 'l'he ntc~nulic:uring 

1txs.w haw not 
1,cxs beyond prescribed 1 imir 1 . 1 2 ~ ~  0 . 6 2 9 ,  t-em w o k e  out 

(2%)  '~ftrr 1962-63. T h e  
Value of loss beyond prc\iri- 3 . 2 2  i .63 mrnufdsturing it me^ 

bed limit (Rupees in 1~khs)  during the \em - 
1954-55 r o  1963-61 
ranged bmi ccri I - 7 i 
per cxnt :?:: J 4 .  47y0. 

1.107. The Ministry havc stated (February, 1967, that "the cir- 
cumstances under which losses have risen to 4.43 per mt. are under ia- 
VbsB%-- 



Value of loss beyond 
prcscri bed 1 im i t 
(Rupees in Labs)  1.71 2.29 0 . 5 2  1 .06  0. 54 0.04 

(c )  Transit losses 

1.109. During April. 1 Yh3 Mandsaur factory despatched 2O,X 1 Kgs. 
of up-graded opium to Ghazipur factory against which the latter acknow- 
ledged only 18,797 Kgs. The value of the quantity of 1,724 Kgs. not 
received amounted to Rs. 1.13 lakhs (approximately). The Ministry have 
stated (February, 1967) as follows:- 

"The Deputy Nar& Commissioner has reported that according 
to the practice then in vogue, dried opium consignments re- 
ceived from Mandsaur and Neemuch factories were not pre- 
viousiy weighed bag-wise and sampled ixnmd&Iy on re- 
ceipt. The quantity at 7 0  C of such dried opium was deter- 
mined at the time of packing in tbe Akbari Section. As such 
tbe b s  noticed in the wnsignmcnt sent from Mandsaur is no1 
the total transit loss only. It is attributed to turn of scale, 
assay variation and to some extent transit loss. The correct 
practict of weigPing tht bag rn receipt is now being followed." 

1.1 10. Sanction of the wrib-ofl of thc losses mentioned ig subparas 
(a) to (c) abwe is still (December, 1966) awaited. 



1.111. The Cownittee desired to know (i) the c i r w c e e  unda- 
WWI the lnanufaqtahg loses had goaa up in 196243 and (ii) whether 

investiption in repard to  the circumstances under which tha manu- 
facturing losses had risen to 4.43 per cent had been completed. The Chair- 
man, Central Board of Excise and Customs stated, "An enquiry was 
mnde.. We have wUected Matistics over a period of ten to t w e e  years. 
These losses have been varying from about 2 per cent to 4.4 per cent and 
the average comes to about 3.2 per cent. The reasons for the losses arc 
due to various difficulties in assay, in weighment and so on." 

1.1 12. In reply to a quwfioa the witness stated that upto the 1Wt 
of two per cent the field officers had been given powers to waive the lw. 
"Beyond that, they have to come to Government. We can then make a 
thorough enquiry if we so desire." 

1.1 13. 'fie Chairman, Central Board of Excise and Cu\toms stated 
that the opium was transported under security guards. "Unfortunately, it 
was weighed only when the opium was being packed." "This was a natural 
loss k d  not only transit loss. The loss may have occurred on account of 
difference in weighment. This is a sticky substance. The sample from 
thc same bag can be different at different levels. There are also some- 
times differences in what is called 'assay'. Some loss comes in transit 
in the wagon itself. When a wagon starts from the other end. the opium 
is kept duly sealed. If  weighment had been done at both ends, as soon 
as i t  reached the destination. we could have known as to whether there 
was loss in transit in the opium's weight." 

1 114 In reply to a question. the witnes, statcti "Some n m  system 
has been recently introduced and we hope that this uncertainty Cregardy 
trqnsit loss) will be eliminated." 

1 . I  15. In a note (Appendix I) furnished at the instance of the Corn- 
mlttce. thc. Ministry of Finance have stated that ''Opium being an ex- 
trcmely viscous substance. some irrecoverable loss at different stages in its 
handling is inevitable. I t  is also difficult to keep any accurate quantity 
account of opium in term\ of weight. as its weight varies from layer to layer 
rrod even at different spots Of the same layer in a vat depending on the 
~ooisture convnt. The losses may be attributed to the foUowing factors:- 

(1)  Loss due to ooaiqlCI out of opium f r o m  bags. 

(2)  Handling of opium at different staes. 

( 3 )  Sticking of @urn to the bags. vats and Bwrs, trays and to the 
hands and feet of workers. 



(4) Difficulty in making the opium thoroughly homogenous w* 
the result that it is difficult to ascertain the correct moistuse 
content of the lot as a whole, the moisture content varying 6 
different layers thereof. 

(5)  Errors in sampling or chemical analysis for deternination d 
moisture content. 

1.1 16. It would be observed from the above that both becaux D€ tbc 
nature of the material and because of the nature of processing to which 
is subjected, some irrecoverable loss beconlrs inevitable. I n  the facto- 
ries, adequate security arrangements exist and as such. chances of p i t f e w  
are remote." 

1.1 17. In regard to the reasons for losses in manufacturing, th: Mir- 
istry have stated that "In Abkari Section. the manufacturing loso. nscmr 
at the following stages:- 

( i )  Sundrjit~g.--Some opium Icahc out from the joint\ a.:d ere- 
vices of the trays or at tho time of &ring of' opiun: lnanm- 
ally. Though every attempt i \  made to Ivcvent ~ c 1 :  10- 
yet it is inevitable. 

( i i )  f-landlttq aid Adhasiotz losses.-Somc ua\tage of oprui:: t a k a  
place at the time of kneading and cutting into loavc.; '-pun 
being a sticky substance gets adhered to the hands and f2et d 
the workers and various implements used. 

(iii) LOSF due to ruray ~,ari~iion.-\.~ariation in :c\\ay mean, I A&- 
- tion in the consistence of opium as determlned at the t i ~ t .  d 

receipt of opium in AbLari and again determined at ti:: trrnt 
of issue after rnanufacturc. Sometimes even at lh: samc 
stage i f  different samples are drawn, different results t r e y  be 
arrived at. This is because of the fact that the opium i ,  plas- 
tic in nature and being an agricultural produce is not homr)gb- 
nous in composition." 

(iv) Other loow.r .4pium trickles down from the tray\ w b  
shifted from m e  place to another for exposure ff 
while the hard operation is carried out. Losses also occur 
when the broken trays are taken up for reconditioning or rc- 
pairing. New trays utiliwd in the Abkari Yard a h x %  saot 
quantity of opium. The opium which cannot bc w q q n ~ #  
out of such trays results in further loss. 

1.1 18. Resides, some opium is also lost durinc: the rains whm tbc 
oozing from the trays flow with water and arc swept away making any re- 
covery irnposzible." 



1.1 19. In regard to the manufacturing loss being in excess of the 
prescribed limit of 2 per cent the Ministry of Finance have s t a t d  that 
"Figures of losses in manufacture in Ghazipur Factory during the period 
from 1954-55 to 1962-63 are as under: 

Year Msnufacturin g Value Percentage 
loss percent - of l-t$s 

age go' wid.. 
refcrcr.ce 

t t l  tc.e 
qd~,::ity 
hdi:?eJ 

1.120. In regard to thc reasons for lorbe\ In r tmqe.  thc hfrni~tf~  ot 
Finance have stated that "Opium 15 handled iit diHcrt.nt stage5 In M ~ i . + l s n a ,  
viz : + 

1 .  Dumping of opiuni from opum hag9 ti) the storage i A { \ .  

2. Scrapping of opiunl bags; 

3. Transferring of opium from nuin vat3 to mixing va: 

4. Sampling in Import Section and Malkhans; 

5 .  Issuing to the nianufacturing sections: and 

6 .  Opium is also handled by the writer\ of Mrtlkl~an.~ lo ple- 
vent growth of fungus. 

All the abovc operations arc responsible for some loss of opium." 

1.12 1 .  As regards the rr'iwns for. losses in transit, the Ministt?~ of 
Rnance h a w  stated that "Opium purchased irr the State< of M.P. and 
Rajasthan arc taken directly tn the factory at Ghazipur. since the bulk of 
the opium is p r w q d  at this factor) and c x p r t d  through t h ~  port of 



Qlcutta. Hoycwr, abut 100 t o w s  of opium p,ul;cha@ $ $9 
Rajasthan area is procesqed at the factory at I$+~saur. Prev@sly, mt 
opium used to be processed at the @tory at ~~ I& I I  a lp .  byl)r ot 
the opium supplied to customers abroad is despatched from Ghaziput, the 
opium prows& at Mandsaur/Neemch has to be transported to Ghazipur 
unless it is despatched directly for export thrmgh the port of Bombay at 
the request of the buyer. Where processed opium is transported hvnn 
Mandsaur/Neemuch to Ghazipur, the packages are sealed and the con- 
signments are escorted by armed guards in sealed wagons. The question 
of pilferage in transit is therefore ~ k d  out. However, some difference in 
weight between the weight recorded at the time of despatch from Mand- 
saur/Neemuch and the weight recorded at the time of receipt at Ghazipur, 
is usually noticed." 

1.122. The Cormaittee wookl like to draw attedioa to the rrMc . . rcurrbons ir the percenQge of losses on tbe qaantities handled. . It 
varied &em 1.71y0 in 1%0-61 to 4.42 in 1957-58. Tbe 'C- 
a m i d a  that la the fnctom respoasiMe for tbe losses, vi;. 
handiliog and Pdbesion losses, m y  vsnatnws . . 

pre common trorn year 
to year, tbare mi@t have been other peculiar factors which markedly' 
m d ,  the percentage of losses in o w  year a9 compared to another. 
Tbe Committee suggest that action may be takea on tbe fdlowiop: limes 
toreducelosses: 

(i) Loss statements for each of the fadories should be prepared 
on a yeady basis, as was being; dme tiQ 196243. Tbe low 
ocamhg at various stages d bandilinp: and llllo~factnre 

should be iocated and compared with the norm which may 
be prescribed by Govmment for losses at different .stages of 
hmdbgandprodpction. WBerefhelossesnremarLedIyhigb, 
frill investigations sbonld be cqFied opt withget delay to locote 
tbe remoms and take rerndinl adion. 



Stores-Para 6. 

1.124. closing stock of stares at the end of the four accountipg 
prrtiods &in$ 3 1st Mar*, 1965 is indicated below:- 

(Rupees in lakhs) 

Raw opium 
Gllirzi pur 156.65 174.26 178.30 9 7 . ~ 9  
Nc-~nuch 89.90 89.04 57.44 39.61 
.\$and, ,iur 57.62 45.88 1 1 - 6 5  

Sundry Store.;. 
Ghazipur . 1 . 4  2 '39 4.65 4-60 
Neemuch . 0 . 1 2  0.05 0.95 2.08 

Ghazipur factory 

I .  125. ( i )  Physical verification of stock rquired to be carried out 
annually was not conducted for the last four years. The Ministry haw 
stated ( Febniary, 1967 1 as follows:- 

"So far as ppiqrn is concerned nlonthly stock estimation is done 
and the report is submitted by thc Factory re-mrding the 
boak balance and stock as estimated. As regards general 
stores it appears that there was administrative lapse. The 
J&~uty Naqatics Comrr)issioner has now taken steps to verify 
the stock." 

( iv)  An air-conditioning piant purchased in September. 1954 at a cost 
of Us. 15,200 for maintaining the temperature inside the opium store room 
at 70 F. and relative humidity at 45 per cent. to 50 per cent. for which an 
additional expenditure of Rs. 2,390 on the provision of false ceiling and 
pir-ti@ room was incurred has not so h r  (February, 1967) baea put to 
uqc. Thp Ministry have stated (February, 1967) that the Director <pane- 
ral, Supplies and Displsals has directed the supplier to rectify the &bets 
and put the plant into commission. 



1.126. The Committee pointed out that physical verification of stores 
had wt been ooaductad for tho last four ,yeam in the Ghazipur Flctory. 
The Ceatrd. h a r d  of Excise and Customs stated "Udortu- 
n a y ,  that is a fact. This has now been done. It has revealed certain 
surpluses and some minuses. But, the whole thing is being reconciled 
now." 

1.127. In regard to sub-para (iv) of Para 6, the Minislry of Finance 
have furnished a chronological note (Appendix 11) indicating the cir- 
cumstances leading to the noncommissioning of the airconditiming plmt. 
IKe Ministry of Finance have stated that "Drugs Senerally deletiorarc if 
they are not kept in a cool and dry atmosphere. It is aLw essential that 
pollution of drug should be prevented during the stage of packing. This 
can be ensured if the room is air-conditioned. It was in view ot these 
considerations that the Duector of Medical and Health Seruiceb, U .P .  
Lucknow, advised the Department. as early as 1953 to arrange for 3.n air- 
conditioned room for the purpose of packing and storage of thee  drugs. 
There have been no complail~~s from the public in regard to thc qilality 
of drugs supplied but this is probably because there is a seller's nurket for 
these drugs owing to the chronic shortage. In this connection, i: may be 
mentioned that as Government is a nlonoply producer of these d:ugs, i t  
becomes all the more essential to guard against any criticism a h e  the 
standard and quality of the drug mmanufacturd. Such standard an3 qua- 
lity control can be maintained during periods of long storage only thraugh 
the use of an airconditioned room for such storage." 

1.128. "The indent for the purchase of an air-conditiomng pLnt wa\ 
placed with the D G.S.  & D.  on 20-1-1954. The D.G S & 0 .  
approved the ten&r o f  Mls Bonlbay Ammonia and Refrigcrabor Co.  
Ltd., and placed the contract with the tirm on 20.5.1954. The Deput- 
ment felt as early a< 5.6.1954 that the type of <;tarter included in the ac- 
cepted tender would not serve our purpose and that an autonlattc self- 
starter fitted with an ovaload d c a s e  dovice should be used instead There 
was some correspondence bcCween the D.  CJ . S. & D.  and the firm and the 
D.G.S. & D and the Dqmtmmt  tin 11.3.1955 when the E t e c t ~ i  of thc 
firm first visited Gbazipur to $tart the erection work of the plan* He. 
however, ieft for Ddhi on 16.3.1955 and later requested further time for 
erectian. Thertafter there was further carrafpondance. Ulitimately on 
1 1.7.1955, the Department informed the D . G . S. & D . that when the air- 
conditioned m<mr was testad by the Ann's engineer. the rquind tempe- 
rature of 70 F and the required da t ive  humidity bemeen 45 and 50 per 
cant d d  not he maintained. From this i t  appears that the fact that the 
equipment as supplied by the firm was defective in practice was first noticed 
some time about July, 1955 evcn though it  was felt by the Dqmrtrnmt as 



early as June, 1954 that the plant might not work satisfactorily without ul 
automatic starter." 

1.129. "The contracting firm has not yet commissioned the plant in 
spite of considerable correspondence with them. As the firm have still 
failcd to hand over the equipment in perfect working condition and have 
thus failed to perform the terms of the contract, the D .G .S .  & D. ,  after 
conci?lting thc Ministry of Law have written to the firm on 25-10-1967, 
asking them to: ' 41 

(a )  pay back tbc sum of Rs. 17,000 received by them, with interest 
at the usual Government rate thereon for the period for which 
the amount was with the firm; 

(b) remove the equipment within one month of the date of issue 
of the letter; and 

(c) pay storage chargcs for the period the equipment was in the 
consignee's custody." 

1.130. The Committee reget to note that physical v d a t i o l l  of 
dock  was not cwdrrcted in tbe Ghnzipar factory for $he tad foor m. 
TLe pbysienl veriticatbp coadoded now tm revealed cerbrin wrpkures 
md certain dwtap. Tbe Committee expect Governmcwt to take neces 
~ ~ l r g  remedid .rfjW md ensare fhPf im future v e d h t h s  rut codmded 
nldcr~iatcrvolsimrefiradtostbcksinnlltbetbtectnctoriessoas 
lo check dsase or m d p c t h .  



MINlSTRY OF IN~UST#IAL DBVELt)PM&NT ANL) COMPANY 
AFFAIRS 

Under Section 3 of the Salt Cess Act, 1953, a cess in the nature of an 
excise duty is being levied on all salt manufactured in India, and under Sec- 
tion 4 ibid, the proceeds of the duty dfter deciuctloh of the cost of collection, 
are to be utilised for meeting the expenses incurred by Government on the 
Salt Organisation and on the measures taken in connection with the manu- 
facture, supply and distribution of salt. 

2.2. The following table shows the receipts on account of cess and ex- 
penditure, during the five years ended with 1965-66:- 

Year. 
Excc.5 01 

Receipt4 Expenditure receipts 
:'cr 

expenc4iturr 

2.3. No pm-form accounts of the receipts on account bf cess and the 
eqknditure fherefrom, as required under Rule 18 ( 1 ) d the Salt Ccss Rulba, 
1964, had been prepared so far (December. 1966) by tire Salt Cacbmissioner, 
although the form for the same was finaliscd as eat-ly as irl 1959. Govern- 
ment had stated (December, 1966) that the question of setting up a Statutory 
Cess Board was under consideration, that a regular cess account would be 
maintained when the Board was estabiished, and that Ihc Salt Commissioner 
had been instructed to maintain the accounts in the prescribed pro-jorma 
from the year 1966-67 onwards, notwithstanding the fact that there is DO 
-ate Ces~ Fund in existence. 



2.4. The Secretary, Ministry of industrial Development and Company 
~dairs stated during evidence, that the requirement for the preparation of 
the proforma accounts arose not in 1959 but in June, 1964 whem the Salt 
dess dules were amended, and that the proforma accounts were not required 
earher. The witness added that it was an omission on the part of the Salt 
Department in not having prepared the proforma accounts since 1964. 

2.5. In regard to the responsibility and action taken against the ds- 
faulters, the Secretary stated that it was for the Salt Commissioner to hava 
had them prepared and that they had been asked to be more careful in 
future. The accounts for the current year were under preparation. He 
further explained that the proforma accounts were actually thought of in 
connection with setting up the Salt Cess Fund and since the fund was not 
established the Salt Department thought that the proforma accounts were to 
be maintained only when the Salt Cess Fund was created as such. He said 
further, "Since the fund was not created, they overlooked this requirement, 
and I think it was a clear oversight on their part." 

2.6. The Committee hope that pro-forma accounfs of the receipts om 
accoant of Ces~~and the e r r p e d i  therefrom wifl n o l ~  be maiiEniaed u 
reqairr?d mhler Rule 18(1) of the Salt Cess Rules, 1964. 

2.7. In regard to accumulation of the collected Cess with no commen- 
surate expenditure on the objectives envisaged in the Act. the witness stated 
that the Ministry was aware of this imbalance and had, therefore, had several 
discussions with the Salt Commissioner for revision of procedures and other 
details to equalise expenditure with income from the cess. 

2.8. The representative of the Ministry elaborated that in regard to the 
expenditure out of the Cess, rules were to be framed for disbursing the 
money for improvement of Salt industry. A Committee headed by the then 
Minister of Industries soon after the Act wa5 passed recommended appoint- 
ment of a Central Salt Board. In 1962. in one meeting, the Cabinet decided 
that such a Board should be farmed, but in another meeting in 1962 itself, 
it decided that there was no need for it. Therefore the rules could not be 
framed till that time. They were ultimately framed in June, 1964. As 
there were considerable difficulties in obtaining sanction for money for deve- 
lopment activities the question about forming such a Board was again dis- 
cussed in 1966. As a result of these discussions between the Ministries of 
Industry and Finance some improvements m the procedure were made and 
it was decided to give trial to the revised procedure and if it did not work, 
the proposal to set up n Central Salt Board would be pursued. The witness 
added that during the past few months many of the proposals for grants for 
development purposes proposed by the Ministry of Industrial Developmant 
w m  approved by the Ministry of Finance. He said, "It is felt that for 
mmetime we should watch the results before reviving the proposal to fom 
a bu&"' 



2 . .  Asked when the Cess was levied, the witness stated tbat the orid- 
nal cess in the nature of an excise duty was introduced in 1948 when the 
salt duty was aholidted. Keeping in view the original intentions of the 
Gandbi-Irwin Pact, certain exemptions were given. It was later found tbat 
the decision to exempt smaller work might not be legal which was legaliscd 
by zht Salt Cess Act. 1953 There were several objectives behind levying 
the ct'ss. such as, to hear the expenditure of the department which was to 
assist in the development of this industry. to give grants for increased pro- 
ducticn to make the country .self-sufficient, to promote exports and to im- 
prove the quality of salt jn the small-scale works. 

2.10. In regard to the assistance rendered by the Salt Department to 
sniali-scale manufacturers of salt to improve quality, increase production and 
in gtaer;~! make their product competitive both in price and in quality, the 
Dep~r:ment of Indu\triaI n tvelopent  have. at the instance of the Com- 
m i r ~ c t .  iurnishcd n note which i s  reproduced below: 

"The small-scale manutaclurers of salt :+re encouraged to consolidate 
their holdings so that their manufacturing area can form into a 
cornpitct block with consequential improvements both in quality 
and qanntity I f  any a\sistance for realigning their holdings is 
needed by t h m ,  tlii\ i, provided free of charge and they are 
advised on h o ~  beqt to lay out their salt works on scientific lines 
with a view to improving quality. Whenever any area in a 
multiple licenser factory is released, preference in leasing the 
area is given to the adjacent iicensee so that the area of his 
holding increases and he is enabled to produce more salt eco- 
nomically. Commcm wvices like brine supply channels ctc. 
are kept free of sillation so as to ensure constant and uninter- 
rupted supply of brine to thc smoll-scalc manufactr~rerq m d  
help increase in production." 

-'Even in the day to day manufacture, our Inspectors and other wpw- 
visory staff who are technically qualified to guide them in the 
manufacture of Salt, visit their salt works and advise them on 
how to eliminate impurities and to progressively improve quality 
of salt. This guidance is also given free of charge. They are 
given necessary guidance in the recovery of gypsum in the prc- 
crystallisers and to get better salt by washing their produce 
after scraping and heaping it in the pans etc. Thcy are also 
advised to eliminate bitterns at regular intervals whereby the 
quality of salt would improve. SrnaU-scale manufacturers are 
also provided the facilities of free analysis of salt sampkr 
whereby it can be determined wbether the salt manufactured by 



them is upto the standard or otherwise. In,  order to demonst- 
rate scientific methods of manufacturing good quality salt with 
a view to improve its quality, the Salt Department started a 
number of Model Salt Farms at important salt producing centres. 
These farms functioned successfully for about 15 years or so 
during which period the manufacturers received detailed techni- 
cal advice and practical guidance in scientific lay-out of salt 
works, technique of salt manufacture and recovery of by- 
products etc. These proved to be very educative and by and 
large, the salt manufacturers appreciated the importance of re- 
alignment of salt works. In due course of time, it was felt that 
these Model Farms are no longer required to be maintained and 
they had amply justified their existence. These were, therefore, 
progressively closed but there is no gain-saying the fact that thc 
establishment of these Farms did help to educate the smallxale 
manufacturers appreciably in following scientific methods of 
manufacturing salt with a view to improve its quality." 

"Small-scale manufacturers are regularly advised to fornl themselves 
into Co-operative Societies so as to get the benefit of help both 
from the Centre and the State. By taking on loan the services 
of an Officer of the Co-operative Department from the Govern- 
mcnt of Maharashtra, a set of model by-laws were also framed 
for the guidance of prospective cooperative Societies of small- 
scale manufacturers. As a result of thesc efforts, as many as 
X8 Co-operative Societies are at present engaged in the manu- 
facture of salt. A seminar on the Salt Co-operatives on an all 
India basis was also organised at Surendranagar in Gujnat in 
January, 1966 with a view to highlight the problems faced by 
the small scale and Co-operative Swietiec and to find out their 
satisfactory solutions." 

"The Smirll-scale ~i~anufacturtrs are fu11j exempt from the levy of 
cess on salt under the Salt Cess Act, 1953, which. at present. 
is Rs. 3.50 per tonne of salt produced and issued. This 
exen~ption atiords a very substantial financial assistance to the 
small scale sectors and enables them to compete successfully 
with the major sector d this industry." 

''This helps them a great deal in competing with major licensees. 
- One of the objects of the salt cess is to carry out works for the 

benefit of the salt manufacturers and for the labour working in 
the salt works. In respect of small-scale manufacturers, cost of 
these works is borne by the Salt Department to the extent of 
213rd rrs against a much lesser proportion in respcct of major 
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licensees. Thus, the incidence of developmont and labour wel- 
fare works on the small-scale manufacturers is comparatiwly 
much less." 

"Small-scale manufacturers comprise generally of people belonging 
to labour class and. therefore, various welfare measures like 
rest sheds, drinking water facilities etc. are provided to them in 
preference to major salt units." 

2.11. Asked whether the cess was to be a source of income to  Govern- 
ment as the expenditure therefrom was always less than the collections, the 
witness said, "That is not something on which I can exprcss a view", and 
added that it was an excise duty proceeds of which accrued to the General 
Revenues. 

2.12. The Secretary stated that they were not considering lowering the 
quantum of cess but ways and means of increasing the devclopmental ex- 
penditure. The expenditure had been increasing from Rs. 40 lakhs in 1963- 
64 to Rs. 60 lakhs in 1965-66. The witness added. "Wc are trying lo 
catch up." 

2.13. The Committee pointed out to the witness that apart from tech- 
" nicalities one had to go to the intention of the law and that Mahatma 

Gandhiji had very strong feelinp on thi? subject of a duty on salt. In case 
the proceeds of the cess could not be expended for the specified purposes. 
the obvious course was to cut down the rate of cess which could be en- 

. hanced later if the money could be utilised for developmental purposes. The 
Secretary agreed that this could be one solution and added that the other 
alternative would be to maintain a separate fund to ensure continuity of ex- 
penditure out of balances left over from previous years. 

2.14. Section 4 of the Salt Cess Act, 1953 provides: 

"The proceeds of the duty levied under this Act, r e d u d  by the cost 
of collection as determined by the Central Government, shall, if 
Parliament by appropriation made by law in this behalf so pro- 
vides, be utilised on all or any of the following objects, namcly: 

(a)  meeting the expenditure incurred in connection with tbe salt 
organisation maintained by the Cmtral Government; 

(b) meeting the cost of measures taken in connection with the 
manufacture, supply and distribution of salt by Union agenc- 
ies and the regulation and control of the manufacttm, supply 
and distribution of salt by other agencies; and in particular 
measures for:- 

(i) the establishment and maintenance of research statlonr and 
model salt farms; 



(ii) the establishment, maintenance and expansion of salt fat- 
tories; 

(iii) fixing the grades of salt; 

(iv) promoting and encouraging co-operative effort among 
manufacturers of salt; and 

( v )  promoting the welfare of labour employed in the salt in- 
dustry. 

2.15. The Department of industrial Development have, at the instance 
of the Committee, furnished a statement showing the expenditure incurred 
by the Salt Department on these counts which is reproduced below: 

i t e m  I &  11  Itcm I 1 1  lrem 11. Item \' 

2.16. It is also noticed from the Report of the Salt Department f9r 
the year 1965-66 that the expenditure on establishment (both direction and 
supervisory) of the Salt Organisation during the years 1963-64 to 1965-66 
under the head '35-lndustrics' was as under: 

(Ks. in lakhr) - 
Year Total expenditure Exrcnditure on 

Direction and 
Supervisory ----- - 

196344 52-72 35.30 
m4-65 53'3' 37-25 
1965-66 . 59-12 39-52 



2.17. An extract from the Annual Report of the Department of In- 
dustrial Development for the year 1966-67 in respect of Central Advisory 
Board for Salt is reproduced below: 

"The Central Advisory Board for Salt advises the Government of 
India on the administration of the proceeds of the salt cess 
levied under Section 3 of the Salt Cess Act, 1953 and makes 
recommendations generally for measures conducive to the dew- 
lopment of the salt industry, e . ~ . :  

( i )  establishment and maintenance of research stations, model 
farms and salt factories; 

(ii) fixing the grades of salt and improving its quality; 

( iii) development of exports: 

( iv)  promoting and encouraging co-operative efforts among manu- 
facturers of salt; 

(v) promoting the welfare of labour employed in the salt indus- 
try; and 

(vi) any other matter pertaining to the development o f  the salt 
industry in general. 

The Board was last re-constituted in October. 1965. 

Sinularly. there arc six Regional Advisory Boards for the Regions- 
Madras, Andhra Pradesh. West Bengal, and Orissa, Maharash- 
tra, Gujarat and Rajasthan. These Regional Boards make re- 
commendations to the Central Board on the above lines in so 
far as their respective arcas are concerned." 

2.18. The Commatee find from the details of expenditure that the 
F d  rdkcted from tbe Salt Cess has not, beem u W i  fully for tbe pmc 
paws of development of the %It mdustry as was eavlsaged in Stxtioo 
4 of the Satt Cess Act, 1953, but the bulk of the expenditure was ocbdly 
incnrred on tbe d i i s h m m t  and admimishtkm of the Salt O q p h -  
tSaa The CwrarYtee, wwld like meawes for improving the qonHtp of 
f k  Sat# polndfng the wdbve of lPboor employed tt tbe !Salt Industry 
and fa ths decrcbpmcat d rrslJU scale units, parthIPriy those in the co- 
opcdve actor, to be WeasPed. 



Okhla Industrial Estate-A ppendix 1 to Para 5 8-Pages 182- 183. 
2.20. The Okhla Industrial Estate (Phase I)  constructed during 1957- 

58, by the National Small Scale Industries Corporation, was allotted to small 
scale industries units under a deed of licence, pending, execution of a lease 
deed on payment of subsidised rent which was half the economic rent. From 
April, 1959 the control of the Estate was transferred to the Dclhi Adminis- 
tration. A test check of the accounts of the Estate, conducted in December, 
1965, brought out the following points: 

( i)  According to the terms of the deed of Itcence, in caw of default 
by the factory owners. rent could be recovered from their suret- 
ie\. The terms aho provided for cancellation of allotment and 
re-entry upon the premises if rent fell into arrears and remained 
unpaid for t ~ o  months. Rents aggregating to Rs. 8.21 lakhs 
fell into mears  upto November. 1965. but no action was taken 
to enforce the provisions regarding cancellation of the allot- 
ments or re-entry upon the premises. The Collector was. how- 
ever, approached for effecting recovery of Rs. 2:90 lalih,. ns 
arrears of land revenue, in 24 cases in October. 1965. 

The Ministry had stated that if all the cases had been referred to the 
Collector it would have involved protracted litigation besides delay in the 
recoveries. I t  had been added that the Directorate of Industries had been 
able to recover an amount of Rs. 4.90 lakhs by persuasion. N o  mcoven 
was made through the Collector. 

(ii) In April 1962, the Delhi Administration decided to charge full 
economic rent from the tenants from Spternber. 1962 and to 
adjust the amounts so recovered towards hire-purchase prc- 
mium. The hire-purchase terms had, however, not been finalis- 
ed so far. Due to delay in finalisation of the hire-purchase 
terms, the payment of house tax, which was the liability of thc 
industrialists, was being made by the Delhi Administration; the 
total payment made upto March, 1965 amounted to Rs. 3.73 
lakhs. 

The Ministry had stated that the hire-purchase ternis were still under 
consideration in consultation with the Ministry of Finance, and that all pay- 
ments made on account of municipal taxes would be recovered from the 
rrllotttts of the Estate at the time of the recovery of the mt arrived at m 
the  basis of thc hire-purchase agreement with them. 

(iii) Physical measurement of the covered area of each facio~p taken 
in Odober/November, 1963, by the C.P.W.D. at the request of 
the Dclhi Administration disclosed under-assessment of r a t  for 
the period from December, 1957 to March, 1959 by the National 



Small Scale Industries Corporation. The failure of the Delhi 
Administration to verify the area while taking over the Estate 
from the N.S.I.C. resulted in short recovery of Rs. 72,826 from 
the tenants for the period April, 1959 to June, 1965. 

It had been stated that the difference, if any, in the covered area actual- 
ly dotted to each tenant and that shown in the books supplied by the 
N.S.I.C. would be taken into account and necessary adjustments made at the 
time of final allotments of sheds. 

(iv) The lessees are required to keep the factory buildings ,insured in 
the name of the lessor and furnish the insurance policies and 
the premium receipts to the latter. Out of 120 cases, in which 
leases were executed, insurance policies had been executed by 
the factories only in 30 c:iscs. 

It had been stated that efforts were king made to ensure that aU the 
factories execute insurance policies and furnish thc same along with the 
premium receipts. 

2.3 1 . The Department of Induatrinl Development have furnished 
notes, at the instance of thc Conmittee. on variou5 points dealt with in the 
Audit para. 

2.22. The Department have staled in thcir note that though ordi- 
narily the State Governments undertake the construction of Industrial 
Estates, the immediate responsibility for the construction and management 
in the case of Okhla Industrial Estate was vected with the National Small 
Tndustries Corporation in the interest of expeditious completion of the 
mtruction. On completion of the first phase the Estate was transferrcd 
to the Delhi Administration with effect from 1st April. 1959. The parti- 
culars of the Estate spread over an area of 110 acres with more open land 
available for development are as under. 



2.23. In regard to the arrears of rent, the Departntent have stated, in 
their note, that by 31st May, 1967, a sum of Rs. 9,05,178.24 paise was 
recovered from the allottees of the sheds, since November, 1965. The 
total outstanding at the end of October 1967 including penal interest 
($6 per cent was Rs. 13.80S62.59 paise, in respect of all the three phases. 

2.24. l ' l~e note further states: 

'. . . . .The extreme measure of evicting the industrialists from the 
slicds has not been considered expedient on account of pro- 
 notional considerations involvcJ in the establishment of the 
Industrial Estate by the C;overnmeni with the object of pro- 
viding necessary facilities for developnlent and growth of small 
scale industries." 

A pna1 interest ( . I  b per cent provided f o r  in  the lease deed was 
k i n g  actually iniposed and recovered in case, of default of paymint on 
dm date. 

s 

25 T'htough pcrwa\ion a sum ot Rs 2.25.093 oi:t c! tht arrcdr\ & 

ol R k  Z.43,220 4, cin 15th Scptemhcr. 1965 Ha5 recovered. Th: cases 
filed under the Public Premiscs (Ev~ction of Unnuthorised Occupants 1 
Act. 1 9 5 X  111 rwpect of 24 partie\ were. therefore. withdrawn on 29th Julj. 
1967 

2 . 2  In respect of thc delay in finalisation of the Hite-Purchase 
terms thc Lkpartment hnvc stated that although the Delhi Administration. 
while seeking thc approval of the Minilitn of Industrial Development and 
Con~pany Affair5 in 1962 to their propowl for treating thc rents paid by 
the factory owners as provisional payment towards hire-purchase premium. 
rnkntiond the scheme. the actual proposal for hire-purchase was received 
from them in July. 1966 only. AT t h s  proposal itself was incomplete. the 
Delhi Adrninistration was asked to give certain clarifications and details. 
On reccipt of the clear-cut proposal in November. 1966 the issue. after 
examination by thc Ministry of Industrial Development b. Company Affairs. 
was referred to thc Ministry of Finance in January, 1967. The Depart- 
nlent's note states: 

"Since then the file has travelled from Ministry of Finact and this 
Ministry on as many as nine occasions because the Ministry 
of Finance called for information on various points in instal- 

. . rncnts. Although this Ministry had suggested to the Ministry 

. '  - of Finance in May, 1967 that in case any further information 
was required the matter may be discussed at Joint !krehries 
level and finaliscd, the Ministry of finance did not jjve the 
importance and urpencv which this caw deserved. In order 



to avoid any further delay a D .O. letter has been sent by the 
Secraary (Industry) to the Secretary (Finauce) and it is 
hoped that a decision will be taken shortly." 

2.27. It has been added that all payments made on account of muni- 
cipal taxes would be recovered from the allottees at the time of recovery 
of the cost arrived at on the basis of the hire-purchase agreement with 
them. 

2.28. In regard to the under-assessment of rent on account of incorrect 
measurement of the area, the Department have stated, in their note, that 
as the Estate was taken over from the National Small Industries Corpora- 
tion who had completed the work of admitting all the 35 allottees of the 
first phase and determined the rent in the case of each of thc tenants, the 
re-verification of the area and revision of the rent could not bc made 
subsequently. The matter was, however, being examined by the Judicial 
Department of the Delhi Administration with a view to exploring the ways 
of realising rent on the excess area in possession of the allottees. As the 
total amount recoverable on the basis of actual area under wccupation of 
the allottee would be determined after taking into account the payments 
made till then at the time of finalising the hire-purchase apement,  thuc 
would be no loss to Govrenment. 

2.29. On the question of insurance of buildings, the Department have 
stated, in their note. that during the current year, due to the parsistcnt 
efforts of the Delhi Administration, 52 units had got their sheds insured 
and had submitted their papers to the Department. Notices have b m  
issued to the parties who had not carried out the insurance formalities. 

2.30. The Department have stated in their note on the progrew of 
execution of lease deeds that when the Estate was transferred to the Dchi 
Administration al l  the 35 sheds of the first phase were already un&r the 
occupation of the allottees admitted byethe National Small Industries Cor- 
poration. In their cases only an agreement to execute a lease d& had 
been entered into. Actual lease deeds had not been executed. Out d 35 
allottees, 2 parties ldt the premises and these sheds were subsequently rt- 
allotted to otba parties by the Delhi Adminiftration. In the case of thew 
two parties, regular least deeds were executed. 

2.31. An the 46 allottees of the Second Phase have cxccutdl the 
necessary lea9e deeds. 

2.32. Out of the 41 allotttes of the Third Phase one has left and the 
shad is vacant. So far as remaining 40 aUoLtets are conctfilad, six have 
executed the lease deeds. In tbe w c  of 3 parties, the l e w  dads have 
been executed but they are p d i  for registration at pmcnt. fa tha crse 
of mmpininn 31 pwth, the kase dasds have been drawn up but Cbq uc 
W to be sdmittdl by the partim for fhdimdon a d  rq@do11. 



2.33. The Committse are not able to apprechde wby # Bas taken GOV- 
e r P m s a t l w r e t h a a f i v e y - t o f i e t h e - t m o n w W h  
due Mdrhl gbeds in O W  are to be Mered to tearrats tboagb a PecL 
sW wm,tnLen as fnr badc as 1962 that the full economic rent c W @  
tnnn tematsp w d d  be adjusted against the amounts to be recovered to- 
word6 tbe bpmcbase premium. The Committee would Like Govern- 
mcd to finatise tbeje terms without further delay and make aeceaery 
mveries/adjastments. 

2.34. The Comm&tee alw, note that the arrears of rent which stood st 
Rs. 8.21 laklw in November 1965 have risen to Rs. 13.80 lakhs ('mdud-' 
iug penal fatereat at 67.9 in October, 1%7. It is obviws that the 
measmes taken so far by the Delbi Admhidretion have mot yielded tBe 
desired remits. The Conrmittee would Uke Government to tslre d 
striageat measures to mover these arrervs and a)so to ensure that recovaics 
of current rent are not allowed to fan into arrerrrs. 

2.35. Steps should be taken to complete the execution of deeds of lease 
with tbe remain@ 31 allottees. The allottees should Plso be mPde to take 
out the requisite insurance as prescribed in the deeds of lease. 

2.36. The Committee would lie to watch p m q p s  ma& in tbe above 
mspccts thm@ f u b e  Audit Reports. 

Grant No. 65-lt~dustries: Group-head D-Expenditure in connection with 
the Insritlrtiort o f  the Projects-Pages 137-138. 

Total .4crual S a h g  
Grant m E x p d i t w e  (-1 

. 4pproptroptrarion. 

(In laths of rupees). 
original . 71 -m 
Re-sppmpriation (-)63.89 10.11 4.71 -5.40 

Y P  - .  
2.37. The saving was explained as due to (i) non-tinalisation of the 

'Power Boila Scnema' and contract with a foreign firm, (ii) non-sutxnkk 
of detailed project reports by foreign experts and ftaslWity report by the 
N a W  Industrial Development Corporation, and (iii) land givar free by 
State Government. 

Grctnt CIPd. 133--Capital Ourlay of the Minfsby  of Industry and Sup&- 
P-8 142-143. 



Total Actual Stdag 
Grant 'Expenditure (-) 

A.I ( I  )--Heav-v Structural Pro- 
ject. 

Original . 50.00 

A.r(2)-Heaey Pkrtes atd  
Vessels Roject. 

Original . 5 . 0 0  

A. 1(3) --Putraps and Contprt-s- 
sors R q e c r .  

Original . 15.00 

Re-appropriation (--)r~.oo 

A. I (4).  --Cast- Iron Roll Rojecr 
Original . 50 a 0 0  

A.I(~).-Fahicarion Simp for 
the Manufacrure of Ft~tiliscr 
and Chemical Equipm~tlt. 

Original . 50.00 

A.I(~).-Machine Tool Planr ' 
Original . 50.00 

(In lakhs of rupees) j 

& .. . . . .. 

. . 

A. z(r).-Pu~chase of S h s  of 
Heavy Electricah (India) 
Lrd. 

Original . 700.06 
Reappropriation . (-9499.93 3] 266.07 200.07 p. , 

2.38. The saving occured m the ~ u t h o ~  Capital of the Heavy 
Electricals (India) Ltd. was fully silbscribed with the rc~casa cf Ra. 200.07 



lakhs and it was decided to make further releases in the form of loans and 
not as share capital. 

2.39. The original provision of Rs. 60 lakhs made under the group 
head ''A. 2(2)--Purchase of Shares of Heavy Engineering Corporation" 
was augmented by a further sum of Rs. 3.35 crores out of savings available 
within the grant. 

2.40. In regard to the savings under Grant No. 65, the Special 
Secretary, Ministry of Industrial Development and Company Affairs stated, 
during evidence, that at the time of finalising the targets for the Fourth- 
Five \'car Plan, the estimated gap, both qudlitative and qu~ntitathe, fcr 
power boilers was more than a million kilowatts even after expansion in 
the public and private setors. Collaboration negotiations were, therefore, 
started with a foreign firm and budget provision was made at that stage 
with expectations of substantial expenditure during the year. The agree- 
ment was finalised on 1st January, 1966 and, after a great deal of discus- 
sion, it was finally circulated on 1st June. 1966. The total estimated cost 
was about S 2,40,000 on the basis of 50 p.c. division. Further understand- 
ing was, aftcr the study of the product~on report, to have a joint venture 
for manufacturing programme. As there was a slizht downward revision 
of power targets, the Study Team was cxpected in India during January, 
1968. The project would bc considered aftcr examination of th.: Study 
Team Report. Because of the downward revision of targets. the project 
was expected to materialist in the second or third year of the Fourth-Five 
Year Plan. 

2.41. In regard to the selection of the foreign cxprt5. the witness 
stated that the foreign coliaborators offered the project before the second 
agreement was being discussed and the Ministry felt that other considera- 
tions being favourable, there would be good collaboration. 

2.41. At the instance of the Committee, the Department of Industrial 
r)cvclopment have furnished not= on each case of savings/surrcnders 
under the various groupheads in Grant No. 133. 

2.43. In regard to the grouphead-A. 1 (1  )-Heavy Structural b 
ject, the Department have stated that as a result of a post-budget decision, 
a new company under the name of Triveni Structurals Ltd.. with an autho- 
rised capital of Rs. 2 crores to be subscribed by the President of India and 
thc firm (and its nominee) in the ratio of 51 :49 was incorporated in July 
1965 in collaboration with a foreign firrn. As the expenditure on this new 
Company constituted expenditure on a "New Service", a token g m t  of 
Ra, 1,000 was obtained under a new subhead. 

2.44. Apart from an expenditure of Rs. 5.10 fakhs for the purchase 
of equity shares in the above ratio. no other expenditure was incurred. 
during 1965-66. 



2.45. As at the time of formulating the Budget provision it was not 
known when the Company was 40 be formed, a Budget provision of Rs. SO 
lakhs was made under the grouphead A.1(1), for mecling expenditure 
.on land, site prepartation, steel structures, erection equipment, offices and 
furniture and residential quarters. 

2.46. In respect of the surrender of the cntire Budgct provision of 
Rs. 50 lakhs under the group-head A1 (4)--Cast lron Roll Project, the 
Department have stated in their note that during 1964 the Indian Steel 
lndustry was entirely dependent on imported Rolls which caused a consi- 
derable drain on foreign exchange resources of the country. "The in- 
dustry is highly capital intensive and foreign technical know-how is essential 
for its establishment." Further the requirement of cast iron rolls was 
estimated at about 32,000 tonnes per unnitm while the estimated demand 
of dl types of rolls was expected to be of the order of 78,000 tonnes per 
annum by 1970-71. The production at Heavy Engineering Corporiitinn. 
Ranchi, where a capacity of 11,500 tonnes per year was being created was 
expected to materialise only by 1972-73. 

1.47. In view of these factors in addition to the fact that a number of 
schemes licensed in the private seclor for the manufacture of rolls had not 
made any progress, Government considered the establisment of the Cast 
Iron Rolls Foundry in the public sector. The Ministry have added: "the 
proposal was discussed in the Planning Comnlission on 23rd January, 1964 
and a decision was taken that the project should be proceeded with." A 
provision of Rs. 1 lakh was, thereafter, made in the Budget Estimates ot 
1964-65 to meet the expenditure on Feasibility Report etc.. the preparation 
.of which was entrusted to the National Industrial Development Corpora- 
tion in June 1964. After further discussion with the Planning Cmmis- 
sion, the project was approved for advance action and financial provision 
in 1965-66. 

2.48. On an estimated cost of Rs. 5 crores with a foreign exchange 
content of about Rs. 2 crorcs, for the Cast Iron Roll Foundry with iin 

initial capacity of 10,000/ 12,000 tmaes per annurn, a Budgct provision 
of R6. 1.25 mores was proposed for inclusion in 1965-66 to complete 
ordering of 50 per cent of equipment needed to be imported during 196546 
and for acquisition of l a d ,  site levelling md otha charges. This prori- 
sion was suggested in the expectation that daboration agreement would be 
fiaaiiged in early 1965 and tbe Detailed Project Report would be ready 
witbin six modhs thereafter. The Finance Ministry agreed fa e provision 
of Rs. 50 lakhs in 1965-66 to meet expenditure of 50 per cent of t b  cxmt of 
the M a d  Project Report and for import of equipment ar it war aat 
atcegsary to actually disburse or open ldter d cndit for mom t b  3 3 ) s  
of the total pice, i.r.. Re. 1 crore in that p a r .  



2.49. The Feasibility Report from the N I X  was received in January, 
1965. The collaboration proposal, however, broke down finally in 
ber, 1965. on thc question of equity participation by the foreign co1labor"a- 
tors. 

2.50. Thc Planning Commission had, in the meantime, revised subs- 
tantially the targets of steel production downwards during the Fourth Five 
Year Plan. Two Schemes in the private sector had also made good pro- 
gress. One o f  them was expected to start trial production by the end of 
1967 or early 1968 and the other, to go into production in 1969. 

2.5 1. The Department have stated in summing up: 

"Taking into account the reduced requirements of rolls and the 
progress made by these two parties, the proposed rolls project 
in the public sector was not included finally in the Fourth 
Plan. 'The provision of Rs. 50 lakhs ma& for this project in 
Budget Estimates 1965-66 had. therefore. to be surrendered." 

9.52. On thc surrender of thc cntirc Budgt provision of Rs. 50 lakhs 
under the grouphead A.I(S)--Fabrication Shop for manufacture d 
Fenilicer\ and Chemical Equipmcnt, thc Department have stated that in 
the year 1965 there was little capacity in thc country for the manufacture 
o f  Plate and Vcssels equipment required in large quantity in the fertilizer 
and chemical indurtriev 

2.53. The working Group appointed for the purposc recommeadcd 
establishment of i t  Fabrication Shop for the manufacture of pressure vessels. 
heat cxchangcrs etc. and ernpl~asised the need for technical co-ope:-ition 
in kiew of thc ~pecidised design and manufacturing  kills in\olved. 

2.54. After obtaining tlic clearance for the project hy the Planning 
Coninussion in September, 1964. rt Budget provision of Rs. 2 crores (Rs. 
1.75 crorr.\ of which was to be in foreign exchange) was proposed towards 
c t ~ t  of in~~~)t-tcCI plant and equipment. land acquisition and construction 
work at sitc. Thc Ministry of Finance ultimately agrced for a protizion 
of Rc. 50 IAh\ only. 

2.55. A tcanl of representative\ of a foreign firm which had shown keen 
interest for colli~bmtion in this projcct arrived in Delhi during May. 1965, 
but after ;I wctL'\ negotiations, thcy infonned Government that they were 
not interested in purshing thc piopc)s;d for ;I joint venture with the Govern- 
mcnt of India. The Department's note on this aspect states:- 

" .  . .Though the precise reasons for their abrupt decision were 
not forthcoming. they appeared to feel that it would be difb 
cult for them to come to n satisfactory arrangement with 



Government in respect of certain guarantees they desired to 
have and the extent of the control of the management of the 
joint venture they expected to retain." 

2.56. 'The note sums up: 

". . . .After the breakdown of negotiations with. . . . , collaboration 
with. . . . (another f i rm)  for the proposal was explored. How- 
ever, ;is the new collaboration agreement with. . (the second 
!rrm) was not likely to he finalised during the year, 1965-66, 
the amount of Rs. 50 lakhs provided in BE 1965-66 was 
surrendered." 

2.57. In regard to unutiliscd provision under the group head A.1(6)-- 
Machix Tool Plant, the Department haw stated in the note that these 
projecis were visualised under an agreement on ccononiic collaboration 
betwzen India ,and a foreign Government si-rned in Glay. 1963. Thc pre- 
liminary study reccibed from the fcmign firm was to bt discussed with the 
various Depanments of the Govcrnmcnt of India and later with the foreign 
team arriving in India for this purpose. Thereafter a formal agreement 
was to he concluded with this finii for preparation of Detailed Project 
Reports. 

2 58. As only a prelimina~ study was received ;it the time of Iraming 
the Budget Estimates. a Budget provision of Rs. 50 lakhs was made in the 
expectation that civil construction work would start sometime in December, 
1965 and that a provision of R\. 25 lakhs was necessary for this purpose. 
The other provision of Rs. 25 lalhs was estimated as the likely expenditure 
on payment to the firm for the Detailed Project Reports. 

2.59. On the question of making the provision of R\. 50 lakhs, the 
note states: 

". . . . I t  was, therefore. assumed that the projects would in any casc 
be approved finally and that the only points to be settled wen 
the details of the products to be manufactured in the two 
plant$. The projects had also been cleared by the Ministry 
of Finance and the Planning Commission for advance action. 
It was for these reasons that a token provision was not asked 
for and a provision based on the likely expenditure during the 
year was asked for." 

2.60. From the notes furnished on saving wsdtr the groupheads 
A.1(2) and A.1(3), the Committee find that the reasons for surrcndcr of 
entire Budget provisions were more or less similar to tho% in thc C*S 
.of dher groupheads. 



2.61. Tb4 Committee find from the motes of tbe Peparbwnt tW, or 
tbe orS$aml Budge4 provision of Rs. 991 lakhs under sonre d tBc 

d - h u b  d[ Grant Nos. 65 and 133, there was a saviug of about Rs. 772 
lslrbs whlch repmmtd 77.9 per cent of the wighol pravision. It Ls 
obarcred tlmt the provision m the Budget estimates was not made on n 
tlcbaubatan. 

2.62. The Committee f e d  that the iuclusioa of such a major proviaion 
in the Budget estimates only to surrendered at tbe end of tbe year 
1ede to avoidnble taxation and idationary pressures on the ecouomy of 
the cowtry. The Committee, therefore, reiterate the observations cam- 
lafeed in para 1.16 of their 21st Report (Fourth Lok Sabha) and saggest 
that each Department sboold exercise more close and strict coatrol over 
the technique of budgeting so as to exclude svch project5 from tbe Bod- 
eory provision as are not Likely to be taken up for execution during tbe 
year. 'Ihe Corrrmitfee hope that the Department of Industrial Develop- 
meat will prepare them Bdget estimates more realistidly in fatmre d 
that the Mhriatry of Finance, before accepting the inclu&m of a provSderr 
in the Budget, will satisfy them.dves about the prospects of the amounts be- 
ing utllked during the gear. 



CHAPTER 111 
MINISTRY OF IRON AND STEEL 

IRON AND STEEL CONTROL ORGANISATION 
Iron and Steel Equalisation Fund-Para 74, pages 97-99. 

With the abolition of controls on the price and distribution of a 
major number of steel items with effect from 1st March, 1964, and with 
the setting up of the Joint Plant Committee to look after the work of plan- 
ning, production and distribution of steel, there have besn no new tram* 
tions under the Fund; accruals to an4 payments from the Fund arising 
from all previous transactions. however, continue to be adjusted with the 
Fund. 

3.2. The expenditure on the maintenance of the Organisation of the 
Iron and Steel Coatroller (including the Price and Accounts OBficer) 
haeased from Rs. 31.10 lakhs during 1963-64 to Rs. 33.86 lakhs during 
1965-66. 

3.3. An account of the receipts into and payments from the Fund 
during 1965-66 and a balance sheet as on 31 st March, 1966 arc reproduc- 
ed in Appendix. TII, to this report. A summarised account of receipts 
and payments for the two years ending 3 1st March. 1966 is given below:- 
--- -- - -  

Rece~pts Pawrents 
-- - - - - - -- - - - . - -  . - 

1964-65 1965-66 1964-6 1965-66 
(In lakhs of Rs. ' (In ? a h  of Rs.) 

- - - -- - -- -- -- - - 
Opening balance , 

Surcharge on stcc! 
produced in India 

Surcharge on i~1pc.r .  
fed steel. . 

Other rnisallaneous 
receipt?. . 

6337.62 6424.89 I'ayments due to 
increase in t he reten- 
tion prices allou~ed 

1085.03 453.36 to the main produ- 
cers and adiustment 
cm sawnt of Koil- 

bg . 5  I f 3 way frcight on deb- 
patches madc on 
f.0.r. dentination . 
baais. . . g j o . s h  Z ~ . + . ~ B . $  

Payments of subsid! 
b. 5 1 1024.18 on imported ~tce l .  . 55.46 5 2 . 1 1  

Payments of subsidy 
on exports of steel 5 .61  6.67  

Other miscellanew* 
pa).me:lu. . . 72'  15 274'44 



3.5. (A)  Sundry Debtors., The ou~&dings amounted to Rs. 38 1.02 
taldrs as on 3 1st March, 1966. A yearwise analysis of this figure is 
gives below:- 

Year to which the outstrndinps relate. Amovnt 
. . . * (In lakt s of Fb .) 

Upto 1961-62 . 43-65 
1962-63 . 2 9 . q  
1963-64 46-97 
1964-65 . . 1x9-00 

W65-66 - . 141.46 

*.*&6; The dstaguries undtr which these dues fall and the position re- 
gscdiag heir rcduawm . . arc givar below:- 

A m b t  fimovnt .Arnornt 
outstanding which out of 

at the end remtinrd cdr?rrnb) 
of March, outstanding which 

1966 at the end rchtes 
of to the 

f eptember pc&d upto 
1966 MsJTh, 65' 

(In l e s  of rupees). 



3.7. In additkn to the dues mezl&n&d above, an amrunt of Rs. 177.01 
l a b s  (estimated) cnmpbbg the fullowing items was also pu~standiqg for 
recovery as m 31st Much, 1966, in raspea of which the claim bills I@ 
not bam issued '.to the jmrtic6 amcerned by the Iron and Stael 
Coatroll8t:- 

(i) Rs. 110 lakhs raaovlerable from jmportars on accDunt of liquil 
dated damages and damages for breach of contract; 

(ii) Rs. 40 lakhs rcpreseating the surcharge on imported steel 
recoverable £ r q  the importing firms; 

(iii) Rs. 17 lakhs representing surcharge recoverable from the Main 
Producers; and 

(iv) Rs. 10 lakhs representing surcharge recoverable from r~o l l e r s .  

3.8. Government informed Audit in December, 1966, that bills for a 
total amount of Rs. 64.08 lakhs have since been issued upto September, 
1966, and that a decision has been taken to waive recovery of an amount 
of Rs. 75.44 lakhs on account of liquidated damages recoverable from a 
private firm, as the dues are not legally recoverable and the whereabouts 
of the firm could not be ascertained despite vigorous efforts. - 

3.9. Claim biils for the balance amount of Rs. 37.49 lakhs remained 
to be issued as in October, 1966. 

3.10. The Committee desired to know whether the Ministry had taken 
final decision on the recommendation contained in para 3.14 of tboir 
68th Report (Third Lok Sabha) that the Joint Plant Committee shouid 
be converted into a statutory body. The Secretary of the Ministry stated 
that a decision had been taken at the highest level that the Join& Plant 
Committee should be allowed to function in an informal manner as it 
was functioning at present. He added that "it would perhaps become 
very diacult if it is put on a rigid framework." He further stated that as 
steel had been decontrolled, functioning of the organisation had to be 
watched and if it was found necessary to put it on a statutory footing or 
to have it registered under the Companies Act, necessary actioo would be 
taken. 

3.12. During evidence the Committoe pointed out that despite dacoa- 
trol of steel, the expenditure on Iron k Steel ControIkr's Qrganisatlon 
had increased from Rs. 3 1 .10 lakhs in 1963-64 to Rs. 34.9 1 lakhs in 
1966-67 and d c s i d  to know the reasons therefor. The Department uf 



Iron and Steel haw hvaished a note indicating the reddm in stdl of 
the Of3ce of Iron and Steel Controller and the consequent ecanomks 
cffoctsd as a result of decontrol of steel. This note inter alia states: 

"On 1-3-1964 the Office of the Iron & Steel Controller had a 
sanctioned strength of 33 gazetted posts and 601 aon- 
gazetted posts. The Joint Plant Committee started fuw- 
timing with effect from 1-8-1964. However, the work 
relating to planning of indents in respect of the indents r e  
&ed in the Iron & Steel Controller's Of6ce till 31-7-1964 
continued to be handled by the Iron and Steel Controller 
till Janudry, 1965." 

"As a result of partial decontrol and transfer of planning work 
to the JPC three posts of Oacers (1 Deputy Iron & Steel 
Controller, 1 Assistant Iron & Steel Controller-Grade I 
and 1 Assistant Iron & Steel Controller--Grade 11) were 
reduced in the main office during 1965-66. In addition, one 
of the posts of Deputy Price & Accounts Officer was down- 
graded to that of Assistant Accounts Officer during 1965-66. 
During the year 1966-67 a post of Deputy Assistant Iron & 
Steel Controller was abolished.   not her' post of Deputy Iron 
& Steel Controller was transferred from the main &ce to tbe 
Regional Office, Delhi (now Faridabad) as a result a€ increase 
in work in that office during 1967-68." 

"The number of non-ggzetted posts reduced during the years 1964 
onwards till 27-1 1-1967 as also the saving accrued therefnwn 
is as indicated below:- 

S'aff Econorry 
rcduccd effected 

As for the Regional Offices located at Bombay, Madras and Faridabad 
which are mainly concerned with tba licensfng work, decontrol bad no 
effect oa the working of these offices and consequently no reduction in 
staff strength was effected iu these offices." 



..me /he ' m t * o l  *in*' up a & Fa' &"*tM;Jq ., I " . I  

F'&d hi& resilted in &vihgs '& a'codunt 'of r&ction ia 
sta$ in the main office to the ez t e~ t  Indica&d a b ,  them 
has, however, been increase in tbe overall expenditure dur- 
ing the year0 1964165 to ,196667 as compared to the 
~xpenditure incurrcd during .h previous pars on account 
of various reasons such as, enhancement in the rates of 
Dearness Mowoace (the DA rates were raised on 5 occa- 
sions during the period in review) and House Rent 
Allowance, increase in expenditure on accwnt of legal and 
arbitration charges, additional expenditure on Committees 
(Two Uxnnli#tes were set up in 1965) and increase in 

! T.A. expenditure, etc. etc," 

"While comparing the expenditure for the year 1964-65 with that 
qi the previous years i.e. 1963164 there was a saving 
b d e r  'Pay of ~fficers' to the extent of about Rs. 9,956. 
In the subsequent years, however, there was an increase 
in expenditure under this head to the extent indicated 
below: - 

kc-~~,;' in expenditure 
Yenr under 'Pay of Officers' 

Rs . 
1965-66 . 19,218 
1964-67 . 28,633 
1967-68 . . ' 1 8 , o ~  (RPP~OX. )  

The increase in expenditure under 'Pay of 'Ot8cersb daring the 
above years in spite of reduction in posts was on account 

l of tfilling up/creation of posts in connection with the sct- 
ting up of the Khadilkar Study Team. In addition a post 
of Deputy Iron & Steel Con tde r  (Vig.) was created in 
the main office and also the post of Assistant Iron & Steel 
Controller (Grade I )  sanctioned in the Regional Ofhcc, 
Delhi was upgraded to that of Deputy Iron & Steel Con- 
f d e r .  .At the instance of M i  of Law a post of Addi- 
tianal Legal Adviser has baen fecclltly created to attend to 
k@/arbitratiokI work." 

"Towards the ehd of 1964, it was conoideted that a ~ystematic 
study should be made of the reduction in the volume of 
work in the IdGC Organisation, so that a more rorlistk --- 

a Rs. 30,000 rcordiug to Audit. 



assessment of the s M  requirement appropriate to the 
work left with the Iron & Steel Qntydc~ wuld be made. 
it was nlsu decided that in' resp&t of & 6 j l a r s  of W&C 
i- no t&'f&ntd*pa& d the re* w e  aftkr 
de&trol, if any extra staff was needed it should be 
Assessed' separately indicating the g r i d  for whi& such 

'staff was requited. With this end in view a Work StuQ 
Team was deputed from the Department, The Team 
recommended a total of 365, posts, in thq. minisserial cadres 
as against the sanctioned strength of 466 as on 31-10-1964 
and 41 2 men actually in position op that date. Out of 
these 365 posts, 73 were-su&e~ted for a period of one 
year for clearance of airears in the Price and Accounts 
Division. This figure of 365 was later raised to 373 
(including 73 for clearance of arrears). Although no 
'Work assessment' as such was done in respect of the 
gazetted posts in the main office, the position was, how- 
ever, reviewed in this regard at the time of extending the 
posts. Only such of the temporary gazetted posts as were 
considered justified on the basis of workload were extended 
from time to time." 

"The Khadilkar Study Team had recommended the clearance of 
arrears in the Price & Accounts Division within a period of 
two years up to 31-12-1968. With this end in view. the 
Team had rccornmended that special additional staff may 
be deputed to do the work so that the work could he dis- 
posed of within thc stipulated time. While considerin8 the 
recommendations of the Study Team the Empowered 
Committee decided that the S.I.U. of the Ministry of 
Finance might be asked to undertake a study of the work 
which remained to be done and evolve a yardstick for the 
disposal of this work. According the SIU was asked to 
conduct a study of the work left in the Price & Accounts 
Division so that on the basis of that if any extra staff was 
needed it may be sanctioned to liquidate the work. The 
rcport of the SIU is, however still awaited." 

3.13. Tbe Commke would like Govcrament to take am crvty d e c i  
~ t h w d o d i o l r h t b e s b r d E o f t b c I r o n a a d  S+d CorrtrdOm's 
O g r r h . t b a c o l c s i c h L g ~ f ~ - - ~ t b e ~  
* r r a i t h s ~ o a t b e J o f . t ) h . a C ~ ~ ~ ~ ~ o r k : r o l a r c d c a  
~ ~ r i a p o r t ~ l r q r d ~ b e ~ b d r ~ ~ d ~ a b . ~  
* s c l r y y k d E . p a r Q ~ ~ ~ ~ , ~ ~ e o r t r o l k r ' ~ a r k . i a -  
a . W d d b e i a t , *  *- t . & 



3.14. Tbs Conrmitbee w d  HLe to be informed of the memum fakern 
to clear tbese long peadkrg ~mrvs  by 31-12-1968 and to effect a redPC- 
t&mhthe~sgBoLtBeIrolrmdStseiColrtrdkr'sOrgpnisptJOllsa 
m to rrchleve maximum economy coasSPtent with ~ e ~ a b m e a k  

3.15. The Committee were also informed during evidence that pursuant 
to the recommkndations of the Khadilkar Committee the structure, func- 
tions and responsibilities of the Iron and Steel Controller (I.&SC.) would 
undergo a change. The Iron and Steel Controller would be designated as 
the Iron and Steel Commissioner and instead of dealing with the price and 
distribution of steel he would be dealing with the development of the steel 
and other allied industries to import and export policies etc. 

3.16. In regard to the transfer of the import and export licensing work 
to the Chief Controller of Imports and Exports CCI&E the Department 
of I r a  and Steel have in their note stated, that the Study Team on Iron 
& Steel Control Organisation made the following recommendation in this 
respect: 

"The arrangement proposed was that the export and import policy 
for iron and steel will continue to be decided by the Depart- 
ment of Iron and Steel, but the work of issue of licences will 
be transferred to the Chief Controller of Imports and Exports. 
The main advantages in transferring this work to the CCI&E 
were as follows:- 

(i) The CCI&E is the principal authority exercising' all the 
powers under the Import Control Order 1955, and issues 
licences for all commodities ex- iron and steel and ferro 
alloys. If the work is handled by one organisation, there 
will be better coordination at all levels and the arrange- 
ment will be more convenient for the applicants, for 
the spansoring avtboritias and also for the purposa of coE 
lwtiag aatistics. 



a) &WcS's orpanisation has a wider net work uf licensing oiBces. 
Thag have offices at Calcutta, Bombay, Madras, (ha, 
Emakulam, Pondkherry, Vishakhapatnam, Bangalore, Raj- 
kot, Amtitsar, New Kandla. Shilloag, Kanpw and Srinagar, 
besides their central offices at New Mi. The Iron & 
Steel Controller's licensing offices are at Calcutta (Head 
Office), Bombay/Madras/Faridabad. 

(iv) The working system in the CCI&E's organisation with regard 
to processing of the licarsing applications is mare syste 
matic and codified. 

(v) The CCI&E's organisation is bettex equipped with staff. 

(vi) Handling of the work of import licensing in one office will 
lead to better matching of requirements of steel and non- 
steel items. The issue of common licence for steel and 
non-steel items would be of great convenience to the actual 
users. At present, they have to go to two different places 
for their import requirements of steel and non-steel items. 

' (vii) The transfer of work would also result in some economy. The 
CCI&E would not be able to take over this work without 
any addition to the staff, but the quantum of additional 
staff required would be somewhat less than the strength 
of staff and officers employed by the I&SC on similar work. 
There would be saving on overheads, accommodation, 
m i c e  branches, etc." 

"The Empowered Committee weed with the above recornmenda- 
tions. The matter was rhereaftcr taken up in July, 1967 with 
the Ministry of Home Affairs for agreeing with the view that 
dl staff dealing with Import/Export licensing work in the 
controller's organisation should be transferred to CCl&E 
organisation along with licensing work." 

3.17. The Ministry have further stated: 

"A reply has now (December, 1967) been received from that 
Ministry saying inter diu that they agree that it would be 
i~gical to transfer thc entire licensing staff of the Iron & Steel 
Control Organisation to the CCI&E's organisation and the 
problem of surpluses-which even otherwise exist in 
the lam aganisation--he. handled by the latter (CCI&E's 
or~anisation) on a unified basis. The matter will now be 
proassad further." 



3.19. In regard to the recovery of dues from sundry debtors. the wit- 
ness stated "About the surcharge from main produoers, the position is 
that on 30th September, 1967, we had Rs. 29.69 lakhs stili to recover 
from them. Out of this. Rs. 25.51 lakhs is due &on. the Indian Iron 
and S t 4  Company. We are taking steps to collect this from whatever 
is due to them on account of export subsidy. The balance of Rs. 4.13 
lakhs is due from TISCO and from Rhilai." The witness added that 
"there is no difficulty about recovery, that is progressing." As regards 
the dues outstanding against thd steel re-rollers, an amount of Rs. 35.87 
lakhs was due on 30th September, 1967. Out of these dues, Rs. 34.38 
lakhs had been accounted for against eight firms. Civil suits had been 
filed against two parties. recoveries were being made from the five firms 
in respect of which dues were fully covered by the counter claims of the 
firms and in the last case a sum of Rs. 1.09 lakhs was pending with the 
Director General of Supplies and Disposals who had been requested to make 
the amount available to the Department of Iron and Steel. Tbe remain- 
ing amount of Rs. 1.49 lakhs was duc against a number of people. The 
claims of these parties were being examined vis-a-vis the amount payable 
to the parties on account of their expon subsidy claims. 

3.20. The Committee note titat some small progress has been ma& L 
m v e r i a g  dlres from sundry debtors. The Committee would like tbe work 
ef recoveries to be expedited. 

Liquidated Demages. 

3.21. In regard to a case wberein a decision was taken by Govern- 
ment to ;waive rec~vory of an anrount of Rs. 75.44 lakhs on account of 
hquidated damages, the Committee were informed that the case related to 
me amtract d a total vaiw of Rs. 89 lakhs. The original .contract was 
for 31st December, 1956. Five extmsicms were given to the firm subse- 
quently viz. upto 31st March, 1957, 31et May, 1957, 30th September, 
1957, 31a ~ d ,  1938 then upro ~unr, 1958, w$en 
was cmmpimd. 



3.22. A s W  whether the financial standing of the firm was examined 
at (hc ttnc of awqding the umm& Qputmg~t,,$, htm md Sccd 
JMW unto6 in a wr&q + view ai t h ~  faa ~IW M/s..  . . . . . . 
wqro qtaMLbed .- of standing and that colltrjws for import d 
mabrhk, f a  a tdal am;ount of [Rs. l,l4,78,llO had already been placed 
tm theq n~ formal exmipation, of ,their kanciql standing was perhaps 
considered necessary at the time the aforesaid ,contract was placed on 
.them in November, 1956 or the extensions afterwards." 

3.-23. Asked why the contract was not cancelled,at the cost and risk 
of tbe firm when the firm failed to supply the steel within the stipulated 
date, tho witness 'stated that at that timc due to Suez Crlsis shipping was 
not easily available and extension was givcn in this case and in a number 
of other contracts also. 

3.21. l 'o  a query hot! a firm on which a contract of this magnitude had 
becn placcd could suddcnly disappear, the Department of Iron and Steel 
have stated in a note that "in order to trace the whereabouts of the firm for 
making the claim on it on account of liquidated damages, a reference was 
made by the Iron and Stecl Controller to the Registrar of Companies, West 
Benpl, Company I-aw Division, Calcutta (where the firm had a branch), 
to furnish the present address of the fiml. In his reply dated April 28, 1965, 
the Registrar exprcsscd his inability to furrish any information in regard to 
the fiml and sug~csted that a reference be made to the Registrar of Com- 
panies, hladras. The Assistant lron and Steel Controller, Madras, was 
thereupon a s k d  to enquire a b u t  the whereabouts of the firm after contact- 
ing the Registrar of Com~anics. Madras. In his reply dated May 24, 1965 
the Assistant lron & Steel Controller. Madras, reported that the firm was 
not carrying on any husiness in Madras and that its whereabouts were not 
known. 

"In view of the aforesaid report of thc Assistant Iron & Steel Contdler, 
the matter was not jiursucd further. No report was made in the matter to 
the police or to the Company Law Administration." 

3.25. On k i n g  pointed out during eviderae that if the matter had been 
reported to the police, they might have helped Govenunent in locating the 
directars of the company. the witness replied "&cause it was felt that this 

was not in any case recoverable. This is the only answer I can 
find." 

3.26. Asked abut  the nosons for granting numerous extensions to the 
tlna to amp-ate thcir imports, tk Secretary, Dqwtmmt of Lmn and Steel 
*td: 



"All these extensions between 1956 and 1958 were granted on the: 
same basis and the view held was that when these were grantc* 
on the same terms and conditions which include the liquidated 
damages, it would be permissible to recover the damages later, 
but unfortunately the legal advice which came in 1958 said 
that this was not enough, that in addition to this, even when you 
grant an extension you must specify afresh that you reserve the 
right to recover liquidated damages." 

The legal opinion was taken from the Branch Secretariat of the Ministry ,of 
Law, Calcutta. The witness added: 

"This is in particular refrerxe to this case, but we had obtained the 
Solicitor General's advice also earlier on this point which was 
that at the time of granting extension, you must reserve the right 
to claim liquidated damages, otherwise it would not be permis- 
sible for you to get them later." 

3.27. The Committee invited the attention of the witness to a letter 
dated the 28th January, 1957 when one extension was given, which read 
as below: 

"with reference to your above letter we agree to extend the shipment 
period of the AT undr considration till 3 1 st March, 1957 with- 
out any conditions. The AT may, therefore be treated as 
partially amended by this letter, other terms and conditions re- 
maining the same", and minted out that: 

"You not only did not specifically say that your rights are protected, 
but you went out of the way to say that this was being extend- 
ed without any conditions." 

3.28. It was also pointed out that the Audit had raised the question of 
levying liquidated damages in June, 1958, and desired to know whether any 
aotion was taken by the Department to find out who was responsible for 
granting extension without any conditions. The Secretary of the Ministry 
stated. "This has been brought to my notice just now. On the basis of this 
we will certainly investigate as to who was responsible and why he put in 
this phrase 'without any condition' which really abnormal because d l  other 
extensions are given subject to other terms and conditions remaining the 
same." He also added "This particular fdter it seems, has bem wer-look- 
ed by the Office. This is a letter d 1957." 

3.29. The Department, in a note furnished subsequently, have idormad 
that "it is proposed to obtain the explanation of the oflfctr!o!licial rcsponsi- 
bk for giving extension up to March 3 1 , 1957 'without any condition'. 
Further action \;ill be taken a f w  examining the  explanation^." 



3.30. Asked whether at any stage the Ministry had considered holdiag 
a thorough investigation in the whole matter, the witness stated that the 
iron and StseS. Controller had recommended in May, 1966 that the case 
might be dropped. The witness added h i t  it was really m t  a case of 
waiving any ~(xovery because it was not recoverable. The only question 
was whether this case w a s  to be pursued at all or not. 

3.31. Asked whether any action was taken in the Ministry to probe into 
the case and 6nd out how such a large claim became irrecoverable, the wit- 
ness stated that "in this case the consignee was not government and, there 
fore, there was really no loss to the Government." According to the legal 
advice, liquidated damages could be recovered only if a loss was caused. As 
there was nr, loss only token damages were recovereable. Levy of token. 
damages where no loss was suffered by Government was limited to one per 
cent. Because the case had been dropped the Department did not actual- 
ly go into the case as to how much was recoverable as prima facie it appear- 
ed to them that the amount was not rccoverable. 

332. In reply to a question, the w i t r ~ s  stated the firm had been given 
several other contracts prev~ously and dl of them had been performed 
satisfactorily. In this case also the firm had completed the contract but 
could not complete it within time. The Committee pointed out that at the 
time the contract was given the price of imported steel was very high and the 
price when supplies were made, was mucn less than the contractual price. 
Moreover, the supplies involved an dement of subsidy and it was necessary 
to find out at what price the supplies were made and at what price they 
were distributed. Thus apart from the delay. the firm made profit in the 
bargain. 

3.33. The Department of Iron and Steel have stated in a a t e  that 
during tbe period under review "The prices had actually been gc\ing up and 
if the firm had not made the purchases earlier, but had done so only during 
the period of extehions they would have lost on the deal." 

"It may be mentioned that the lron and Steel Controller had en- 
tered into 9 contract at a fixed price. Even if there had been 
a downward wend in the priee, he could riot haw taken ad- 
vantage of it because for the purpose of determining the sub- 
sidy it was only the AIT price that was to be taken into account 
and not the actual price wfiih the contractor paid to rhe 
bmQn supplier." 

"It may also be staled bcrc that the Column I price c0~1tinucd to 
rim in India duritq that period and the &lay in shipment WOW 
haw resulted only in a decrease in the subsidy." 



3.34. The Cornmitt# enquired why it had &ken stvm y a m  to Btart 
an enquiry iata the matter in 1965, when the &q, ma& tbe last supply 
befare June, 1958. Tbe Secretary ob the Department s t d  that the first 
qugsticm was whether liquidated damages were recoverable from this &. 
This matter was under discussion between the Iron and Steel Controller's 
Office, the Ministry and the .Ministry of Law. After a decision was taken 
al l  ttre cases were gone thaough. ?'hose were a b u t  1,100 cases and this 
case had come up in 1965. , 

3.35. In reply to a question whether letter of extension and other 
relevant papers were placed More the Ministry of Law while =king 
their opinion, the witness stated 'All the papers and files were sent to the 
Mjxustry of Law. But no sptxitic attention seems to have been drawn to 
&is particular thing without any restrictions". 

3.36. As regards granting of extension, the Ministry's note states: 

"In the meantime, however, Messrs. . . . . .had forwarded a copy of 
letter No. . . . . . . : of March 7, 1957 from the consignee to 
their address stating that they would not be irr, a position to 
accept large quantities of the materials in one lot and they 
would like the quantity to be supplied in 7 equal monthly ins- 
talments at the rate of 1500j 1600 tons per month commencins 
irom March, 1957. M Is. . . . . . . . . accordingly requested in 
thcir letter of the 18th March. 1957 that in accordance with 
the wishes of the consignee, the period of shipment may be 
extended to September 30, 1957. In view of the aforesaid 
p i t ion .  the period of shipment was exterded till September 30, 
1957, and the extension war, communicated in the Iron & Steei 
Controller's letter dated 29th March. 1957. While cam- 
municating the extension, i t  was again intimated that the 
extension was granted without prejudice to other contractual 
rights." 

3.37. The ncltc further states: 
"On January 7, 1958, Messers . . . . . . the consignee. however, 

again requested the Iron & Steel Controller for further stag- 
gering of the import of the material till Juna 30, 1958, and 
MIS. . . . . . (the firm) also a o o o r d i y  appIicd for further ex- 

tension to the iron and steel controlla on January 28, 1958. 
In  view of the request of the importer this extension was 
also atlawad vide Iron & Sled Oolstrdlers letter dated 
3/6& Fdmary, 1958, on tbc existing terms and om- 

ditioas'. Tht entire quantities of the mt&l were, hawev~r, 
shipped Wprt the 3 1 st Mar*, 1958. Thslr, was, thctdort, 
nq ocyskq ,to avail d further qteadon." 



71 , 

' 3.38. regards tbe levy of the liquidated damages, thc Mitry's 
note inter, dia @ales as under: I , , , .* a 

"A pkh&ii was incorporabed in the &tracts to levy liquidated 
damages in case of failure d the contractorb )to ship the 
mattrials wiMu the time 6xd. In quita a large number of 
casea the partic6 had tailad to deliver the mnterials within 
the periad indicated. About 80 claims had bear p p f d  on 
v a r h  partics by the year 1959. All these claims ware 
contested by the c O a t r m  on th6 ground that the delay in 
shipeat bad a*wrad owing to circumstancds beyond their 
corrtrd and in some cases they contended that force majeure 
caditi0118 were responsible. The various aspects of the 
matter were examined in datails and a number of discussions 
were held with the Ministry of Qw, M h & y  of Finance and 
the Ministry of Works, Housing and Supply. In March, 
1962, the *Comptrdla and Auditor G d  was also in- 
vited to attend these discussions so that a suitable pnxedure 
could be evolved. As a resalt of these mdthrg and discus- 
sioas thc following broad decisicms were takeax- 

(i) Liq~idtited damages could o e  k:Md . M&n imports 
had baen axpitssedly #an&& a#* ' sptMc indents. 
Cases of general imports would not be cdmdll. 

(ii) Each caatrad involving dclay &*qluptknU 'would have to be 
examined to sea if force mPjarre d t i a a s  had affected 
the supply 'st R b  time 6f @wting~Qb.e~sion. If the 
examination revealad that f b ~ #  majcurc cdnditions did 
~pp)y, liquidated &wid n~lr kt: levied. 

(iii) The liquidated dainagcs at CUR rate Ishck!r'dt be 'facovered only 
whete Governmenit has suffered 'an' actual I& which will 
have to be calculated. Th13 d d  a p w  only where the  
amaigwe was a Ceatnl Cbvmmmt-dep~rtabe~lt. 

'r-&unUnt to hafit, the Commolln urf Audit& G e m 1  hd,':ia ..mcet$gj hev 
in Much, ,1964 d y  w d  lo the bmw 9f.m ad.)# Gvaartae wrth rudn 
88 one of the members serving on it, to dy.!e pending the am of liquid& +agca. 
The brood deckdons referred to by toe Mum try wm not taken In the mcew held 
with Compltollc~ and Auditor General 



goods within the specified delivery period. The Solicitor 
General bad expressed the view conveyed in Ministry of 
Works, Hausm8 abd Supply M~morimdum No. . . . . . . . . . . 
dated the 21st August, 1957 that the practice of charging 
10% of 201, as token damagesl was not an urwewmable 
one." 

"In the earlier stages till 1958, extensions were granted through 
aruc~1dmcnts to the contracts. While communiating the am- 
edldments to the contractors they were informed that these 
amendments d d  be without prejudice to the rights d the 
purchasers under the contnrcts or under existing terms and 
conditions. At that time it was considered that this clause 
was wide eaough to wmr leviability of liquidated damages 
also. No special reservation of the right to levy liquidated 
damages used to be made while granting extension. Sub- 
sequently, however, an Officu Order was issued on 17.9.1958 
requiting the right to levy liquidated damages being specifical- 
ly restmad while granting extensions." 

3.39. The Ministry's Dote also states: 
"The possibility of reawwing the liquidated damages in this case 

was examinad by the Lroa and Steel Controller in consultation 
with the Ministry of Law. The opinion given was as 
fdm: 

'Scation 55 d the Contract Act says that in case of a contract 
vaidaWe on account of the pmnisor's failure to paform 
hb pmmb at tbe time aped, tha pwnisat accepts per- 
fonnrraoa of wch promise at any time other than agrced, 
he cannot claim compcusatim for any loss occasiooed by 
the wnpaformanct of the promise at the time agreed, un- 
less aL the time of.sucl~ acceptance he gives nOtice to the 

"promisor of his intention to do so." 

"In vbw ol the a f d  stgtdory provisiion, it is imperative on 
tbc part of the dojmtnmt to give a notice as envisaged there- 
in. We are tdd rbat while granting externrim of delivery 
periods an five occasiocls, the am+bdmcat letttrs did not 
provide for the teawtry of liquidatad damages for the db 
layed supply. If so, there is no scope, h law, to enforce the 
daim agahst the dldaubg firm." 

&As no qcc& resavatlw had bcen msldt about the rccoycrp of 
liqaidobd c l a m p  white grating exttadoar, it war d m  
rrbea the cam was examined in the Ministry that tbe I@i- 



dated clanup w a e  not rec~varable. In cmsdtation with 
thc lEni&y of Financt 4 the Ministry of Law, the case 
was, therefore, dropped. The decision was conveyed to the 
Iton and Steel Coatroller on 26.9.1966. In view of the fact 
that nothing was recoverable, the question whether the liqui- 
dated damages had beep correctly calculated was not &- 
demi very important and was not critically examined." 

3.40. The Coevnatee regret to node tlmt w, specific reservrttioa wan 
awdie.bodtbsrecwayotUqaidrteddEmrges~egPat%l:vPrlcwoes- 
4msiom h this awe. Wbd is worse wbik c o r n s o o m  tbe extadom 
lu Janasry, 1957, the date for shipareat wps extended opto 31st Mreb, 
1957, 'kiLbord m y  amdi th~.~ . 

I Levy of irguidared damages.-Para 7 6 P a g e s  102-1 02 

3.43. Iq respect of umtracts for the import d stoel placed by the 
Iron and !he4 Controller, it was noticed that there had tKen considerable 
eddays m thc assessmeat of liquidated damages for the delays on the part 
of thc firms in making the supplies. The number of umtracts in which a 
review as to thb leviabiiity of damages was pending as on 1st Nwember, 

I 1964 WEIS 114. - ~ - r )  
3.44. In July, 1964, Government oonstituted a local oclmmittet consist- 

ing infer dia  of the Iron and Steel Controller, the Price and Accounts 
+Officer of the Iron and Steel Cantrol, the Deputy Legal Adviser and a 
mpresentative of the Ministry of Finance at Calcutta, to go into the pead- 
.ing casas of liquidated damages. 'l%c cornmitt- fmdomd till June, 
'1965, and during its tanurn, it Bxamined 58 cases. The ramaining 56 
caoae ware subsequently reviewed dapartauttally. 

3.45. Of the 114 caw mentioned above, no Liquidated damages wen 
'leviable in 27 cases; another 44 were closed without levy of such char- 
duo to one or 0th of the following reasons:- 

(i) Right to levy liquidated damages hod not been reserved sped- 
I 

I W y  while granting extensions in the period of shipncat. 



'3.46. Of &D raW&h@ 43 cads, cWm for the recover$ of liquidate& 
have not been assessed/pmfamd in 10 cases for want of:- 

,. 
(a) & g e n t  puticulars and/or whereabouts of the iims i. 9 -r; 
ad . . 

(b) lrccords Which are stated to be with the Special Police Establish- 

:. 3.47. 'Ibs mount assmkd, and rhe anmuht rsoovacd in the remain- 
h g  33 caseg is repoptad (December, 1966) to be as fdlcrw~:- 

3.48. Gav#Mleat have stated @c&dm, 1966) that the claims for 
RS. 6.41 hkhs are being referred to arbitration and that thi claims for 
W bdmm amount of Rs. 0.27 lakh are under punuid with the parties 
COlllOtilldd. 



3.51. The witness gave the following position of the 10 pending cases 
-where the liquidated damages were yet to be levied:- * 

No. of 
cases 

Assessment completed and partial recovery 
maJe . 4 

No liquidated damage co Ad be levied . I 

Referred to the Lqal Adviser 2 

Files with the S. P. E. 3 

TOTAL . 10 

3.52. Further, the witness gave the folkrwjng position of the remaining 
33 cases and the amount of recovery involved:- 

-No. of .i\mn-.lnt of recovery 
Cases involved Remarks 

3 27,000 Recovery made. 
I 9,030 Kefcrred to the hlinistry. 

10 443.030 Re:iwxl; m d e .  Cases reviewed by the 
Lwl Committee. 

12 Nl>t 3vail:ildc . U n k r  arbitration. 

6 Nt)t nvlilubk Civil suits filed. 

I 42,oco Legal Adviser expressed druEt about the 
leviability of liquidated '?am: fes and the 
case is under further exrunination. 

3.53. The Colplaiftee have alrrady recommwded in para 3.13 ot this 
Report all areus of work shoold be cleared by 31st Densrber, 1968. 
'Ihe Comdhw wopld like Goverameat to mtensify their efforts to firrnliFPc 
Ibs ~ - c + s c d s  ot uq* dnmages. 

3.94.- C- would 1Ue to  wJcb the prognss ma& &m@ 
Wore Alwtit RcpMta 
Demurrage c h a r g e s D m  77, page 102. 

3.55. Intimation was *received by the Iron and Steel ConmUer on 14th 
Fdmurry, 1964 that a ship (which carried 1415.532 tans of steal strips 
imported from U.K.) would sail on 13114th February, 1964. The bill at 
139 (Aii) LS-6. 



lading in respect of this sbipment was also received by the Steel Cantrollbt 
on 6th March, 1964, but agents to handla the ~onsignmcht'i~~wo~ appointed. 
only an 2nd April, 1964. In the meantime, the ship arrived at the port 
of Calcutta on 24th March, 1964. 

3.56. Due to delay in the appointment of handhg agents, there was 
delay in clearing the consignments, and, consequently, port demurrage 
amounting to Rs. 14,113 was incurred during the period from 1st April, 
1964 to 15th April, 1964. Payment of this amount from the Iron 'and 
Steel Equalisation Fund was sanctioned by the Ministry on 25th June, 1965 
and the payment was made on 2nd June, 1966. 

3.57. No responsibility has been fixed for the delay leading to payment 
of the demurrage charges. 

3.58. The Committee desired to know thc reasons for not findsing 
the arcatlgement when intimation of the sailing of the qhip had been 
received nearly forty days before the arrival of the ship. The witness 
stated that with the announcement of partial decontrol on 1st March, 1964, 
certain doubts arose regarding lcvy of surcharge on all the supplies received 
after 1st March, 1964, and the conditions under which the handling agents 
had to function. The Minerals 6r Metals Trading Corporation who had 
desired that the work be given to them were entrusted with the contract on 
the 19th March, 1964, but they backed out, saying that they were not 
ready to take up the work. Immediately another handling agent was ap- 
pointed but this party wanted five weeks time. Thus whcn two handling 
agents backed out a third party was engaged and this accounted for the 
delay. 

3.59. The Committee pointed out that the intimation regarding the 
arrival of the ship was received on 14th February, 1964, and the Depart- 
meat knew that there would be a partial decontrol from 1st March, 1964. 
Even though the notification regarding decontrol was issued on the 29th 
February, 1964, the decision was taken by the Ministry earlier. Asked 
once the Department knew that decontrol was caming from 1st March, 
1964, all changes should have been examined by the Department. The 
witness replied: '%at is quite true; It should have been examined earlier. 
But m the process of decontrol there were so many other problems." Tba 
witmess agreed that it was an omission and promised to look into the matter 
as to bow it occurred both in the Iron and Steel Cmtrok*s Organisation 
and in the Ministry. 



CHAPTER IV 
MINISTRY OF STEEL, MINES & METALS . , 

Scheme for the movement of coal by roadcum-river route-Para 48- 
pages 66-68. 

T h i s  scheme which was a short-term experimental scheme, formulated 
in September, 1962 with the object mainly of developing an alternative 
means of transport in addition to Railways, and of ultimately having a long- 
term scheme for the movement of 3.5 lakhs tnnnes of coal annually by 
road-cum-river route from the coalfields of Bihar to Uttar Pra?sh was 
implemented in December. 1962. As the cost of tranymrtation of coal 
under this scheme worked out to Rs. 88.60 pcr tonne, comprhing cost 
of river transport (Rs. 56.69) and cost of road transport including c h a w  
for loading into h a r p  (Rs. 32.00). as against the estimated cost of Rs. 
60 per tonne, and apinst  Rs. 17 per tonne by all-rail route, it was suspended 
in April, 1963 and later abandoned in December, 1964. 

4.2. The total expenditure incurred on the scheme (excluding the cost 
of transport) upto Novcmber, 1965 amounted to Rs. 56.13 lakhs as 
follows:- 

fa) Capital : 
fTn of rupees' 

( i )  Expenditwe on development of National 
Highway., (coal roads7 . 40.30 

(,r3 Conrervancy work on stretch between 
Buxar and Alhhabad . 2-76 

(ii) htaking the i:~annelz and snags cle.urince 
between R c u v  and Allahnbad 0.32 

Besides, an expenditure of Rs. 0.36 lakh was also incurred on the 
staff maintained for the scheme during the period from 
Deccmbcr, 1962 to February, 1964. 



In addition, a capital expenditure of Rs. 12.75 lakhs representing 
50 per cent of the expenditure incurred on State coal roads 
was borne by the State Government of Bihar, and the expendi- 
ture was treated ots a loan from the Central Government- 

4.3. It was noticed that the scheme was implemented with a part of 
the fleet of vessels of the Ganga Brahmaputra Water Transport Board of 
the Department of Transport, having a limited capacity of 500 tonnes, 
despite the fact that vessels of the requisite capacity which had been offered 
earlier by a river steam service company for the purpose of running the 
scheme did not hecome available, and without having adequate hydro- 
graphic surveys of the river as suggested by the Planning Commission and 
the Ministry of Irrigation and Power. Owing to inadequate draught in 
the river Ganga, the full capacity of the barges could not be utilised and 
the round trip from Ganga Ghat at Patna to Atlahabad and back, took 
longer time resulting in high cost of transportation. 

4.4. During the period of a little over throe months of the running of 
the scheme. only 3.538 tonnes of coal were moved as against the estimated 
tarset of 12,000 tonnes. 

4.5. At the instance of the Conimittec. the Department of Mines and 
Metals have furnished a comprehensive note on the scheme. 

4.6. The Department have statcd in the note. that during the years, 
1961 and 1962, complaints about serious shortage of Coal. in Northern 
States, particularly in Uttar Pradesh, were received by Government. The 
real difficulty in increasing the supplies was the trnny-mrt bottleneck at 
Mughaisarai, which had a limited capaciq for handling con1 w:ipns. 
Apinst an estimated demand of 3.200 \ciison< per day by the cnd o f  the 
Third Five Year Plan, the estimated availability of wapons with thc Rail- 
way authorities way 2,600, leaving an unsatisfied demand of 000 wagon$ 
per day. This unsatisfied demand worked out to 4.8 million tonncs of 
coal per annum. 

4.7. To relieve the pre$sure on the Railways, it was proposed to meet 
by transport the requirement of consume:\ within a radius of 50 miles of 
the coal fields. "This was discussed at length at the Coal Conference con- 
vened by the Mini5tr-y during September, 1961 lo discuss the various pr* 
blems relating to coal production and rdtionalisation of coal distribution. 
At the Conference the consumers were reluctant to take coil by road be- 
cause the price of road-borne coal would be costlier as con~parcd to rail- 
h e  Coal". It was decided at the Coal Canferencc that the movement 
by road of coal of pradc I1 and below and soh coke which was libctoljsed 
with effect from 24th June, 1961 by the introduction of coupon system 
would continue, pending the completion of the study of the possibility d 
mad transport from the cual fields, by a Working O m p  set up In tho 



Planning Commission, having regard to such important factors as . . the., 
availability of roads and bridges and of trucks and diesel-oil. , . 

4.8. It was, howcver, necessary that, in addition to the movement of ' 
coal by road which had limited potentiality in view of the comparatively 
small loads that the indigenously manufactured trucks. could carry, other 
mcthods of bulk movement of coal should be thought of. 

4.9. The note states: "It was, therefore, felt that the possibility of 
utilising the river Ganga for the transport of coal from collieries in Bihar t o  
consumption centres in Uttar Pradcsh should be examined." 

4.10. Before preparing the outline of the road-cum-river scheme, the 
Minktry of Mines bi Metals wngidered in detail the eswntial aspects of the 
scheme and had a v i e s  of meeting with the Ministries of Transport & 
Communications. Irrigation & Power, and Railways and the State Govern- 
ments of Uttar Pradesh and Bihar. Two inter-Ministerial meetings were 
held in May and August, 1962 where the various aspects of the scheme, 
such as, conservancy. channelling. training of the Ganga, the constructiop 
of feeder and approach roads in Uihar, Kcre discussed. 

4.1 1 .  In regard to the road-cirni-river schcnw, an on the sport survey of 
the possible sites for loading and unloading of coal was made by a team 
consisting of the Development Adviser in the Ministry of Transport and 
Communications. the consultant (Navigation) in thc hiinktry of Irription 
and Power and an Officer of the National Coal Development Corporation. 
The Controller General in the Ministry of Defence was also closely asso- 
c ia td  with the formulation of the Scheme. 

4.12. The information gathered from various sourctx revealed that the 
G a g a  had g a d  potentiality for river borne t r a c .  As till not very long 
ago the G a g a  Despatch Service was known to operate some 15 vessels 
on these routes, it was considered that the possibility of moving coal through 
the Ganga could be explored both on short term and longterru basis. The 
Planning Commission was accordingly approached for its approval to the 
Scheme. To bc@ with it was proposed to move 40,000 to 80,000 t- 
of coal per year from Bihar to Allahabad for the short-term scheme. Ihe 
landed price of cad at Allahabad was estimated at Rs. RO/- per ton. The 
Scheme received the general approval of the Uttar Pradcsh Government, 
as they coasided that the c o n s m e n  would accept the coal at that price 
in tho hopc that in due course of time larger quantities of coal would 
mom at a h e r  cost. 

4.13. The Scheme was finally considered by the Planning Cammrsslcw . . 
at its m d n g  held oe 20th September, 1962 attended by tbe rupnmnta- 
dvas d thb Ministria d Mina and Metals, Fiance, Defence, Transport 
and C7lcmmunications, lrrigadon 8 Power and Railways. Approval was 



accorded to the project envisaging the movement of 40,000 to 80,000 
tomes of coal per m u m  subject to further &tails being worked out and 
bearing in mind the suggestions made at the meeting. The project included 
%he foliowing items of expenditure: 

Rs. lakhs 

(a) Improvement of Roals 300 

(6)  River Conservancy 100 

(c) Ban lalling 22 

(4, Loading and Unloaling Facilities . 20 

- - 442 -- 
4.14. Tbc Ministry have stated that the improvement of roads was 

cdiTered very essential because the then existing roads would not have 
boid aWa to stand the pressure of additional movement of ud envisaged 
under the scheme. Tbe Technical Team which had inspected tbe proposed 
sites tor loading and unloading at the river side were, in fact, of the view 
that some approach roads might have had to be built or repaired. 

4.15. After obtaining the amcurrace of the Planning Commission, the 
Ministry of Fmance wac approached for funds and they agreed to the 
provision of funds on condition that the foreign exchange component re- 
qa&ed under the project should be met out of the foreign exchange doca- 
tions of the Ministry of Mines & Fuel. This condition was agreed to by 
the Ministry of Steel, Mines & Fuel. 

4.16. In regard to the operation of the scheme, the Ministry have stated 
that in view of the urgency of arranging movement of Coal and in anticipa- 
tion of approval of the scheme, they had invited tenders for movement of 
coal from colliery to Patna by road and also for movement from Patna to 
Mahabad by the r i v a  Ganga. A tender quoting originally at Rs. 32.50 
per ton which was later reduced to Rs) 32/- per ton for movement to Patna 
by road including loading and unloading charges and loading cod into 
barges at Patua Ghat, was considered favourable and accepted. 



rhs work of opmt@n £or the long-tenn scheme to them. In view of these 
unacceptable coaditions, the operation of the scheme was atmgtd to tb 

Brahmaputra Water Transport (O.B.W.T.) Board an 
on which the State Governments <J Bihar, Uttar Pradcsh and Assam and 
the Central Ministry of Transport were represented. The available tlotih 
of the Board had a total c a m  of about 500 tomes and it was txpeded 
that tho fleet would be able to make two trips in a month. 

4.18. The break-up of landed cost of road-cumiiver borne coal at 
.Mahabad Ghat where from the Brick Kiln Owners t d  delivery of coal is: 

Rs 
per 

Tonne 

( i )  Cost of Coal 17-03 

(ii) Sales Tax 0.37 

(iii) Central Ceses . 2-20  

(iv) Coat of road transprt from Kathara Colliery (Bihar) 
to Pztna, loading and unloading in trucks and 
loading into barge of G.B.W.T. Board 32-00* 

(r) Cost of river transport from Patna to .Uahabad 
(without return Cargo) . . 26-ocw* ---- 

T o w ~  . 77-60 
c---c 

- -  
4.19. The break-up of the actu;d cost for river transport, iacurrcd by 

the G.B.W.T. Board in the second trip is as follows: 

( i )  Direct c h a r p  lufter deducting freipbt earned ;n 
return trip) . 27 '50  

( i i)  Indirect cbwgts . 21 -20 



The direct charges included the cost of*fuel, lubricants, salary of the 
crew and ghat staff, stores and spares. Indirect charges inclhbd the depre- 
ciation of tugs and'barges, ifisurhce, interest on capital cos$ of tugs and 
barges. t 

4.20. The Department . . of Mines & Metals have stated in their nae: 
"It will be obskrved from above that the actual expenditure which 

the G.B.W.T. Board had to incur in connection with move 
ment of Coal by river from Patna to Allahabad were the charges 
mentioned against the head, "direct charges" i.e. Rs. 27.50- 
per tonne. These are, in fact. the working expenses of the 
Board on this movement. The indirect expenses are, no doubt, 
reckoned in business-like transactions but the Board would - have incurred these expenses otherwise also even if they had 
not deployed a part of their fleet for movement of coal." 

4.21. The flotilla of the Board made in all four trips carrying a total 
quantity of 1,538 tonnes of coal. Since the actual transport cost of move- 
ment of coal by the road-cum-river route was higher than the estimated cost 
and also since the draught in t5: river was very low with the onset of 
summer, the scheme was suspend'? in April. 1963, and finally abandoned 
in December, 1964. 

4.22. In regard to launchins the schenu without adequate hydrographic 
survey, the Minist1 :; h,t? c \tatc.d. "IVlth the limited capacity available from 
the G.B.W.T. Board. the trips to be undertaken would have necessarily 
to be trial runs. Tti:\c trips, if successful, could serve as a pilot study for 
the short term scheme and eventually the long term scheme. The G. B. W. T. 
Board, at that time, was already operating experimental services between 
Pama and Rajmahal and Patna and Buxar. The above transport was also 
being utilised for movement of caal from Patna to Balia in Uttar Pradesh 
and some quantity of rice from Buxar to Chapra. For a fairly useful hydro- 
graphic survey of the river where the draught is limited and with numerous 
shoals, a very detailed study in the three seasans of high, middle and low 
water was necessary." This was a timcconsuming process and would have 
also involved considerable expenditure, such as on marking channels and 
survey launches, the expenses on the latter alone being about Rs. S O / -  
per day. 

4.23. The Ministry have added: ' If  we were to t i h  advantage ot tht 
favourable season, the trip had to be started without delay. Heaoc tho 
proving trips WCTC started mainly in order to gain experience d the river 
caahWons and other aspects relating to the mwcmeat of cud by riw, for 
plrpnEqg ?he lang tenm rchtme suitably. It is g m a d y  acapted that irr 
any nndmmd roaterwsy a mmber of proving QJps am necmmy." 



4.24. In respect of the expenditure on the road portion of the scheme 
and on the larger scheme of development of roads for coal movement, the 
Ministry have stated in their note that in connection with the formulation 
of the Third Plan Programme of Coai production and transport, a Working 
Group consisting of the representatives of the Planning Commission, the 
Ministries of Steel, Mints & Fuel, Transport & Communications, Railways 
and others was constituted. 

4.25. This Working Group recommended that it would be useful to 
develoi, capacity of the Grand Trunk Road (N.  H. 2 )  with a view to enable 
larger quantities of coal being moved along that road towards Calcutta and 
its industrial suburbs as this would give relief to the Railways and ensure 
supplies on a regular basis to the industries with comparati~ely lower priority 
in the allot~nent of. wagons. 

4.26. It was also considered by the Working Group that the improvement 
of the Grand Trunk Road, the road to Jamshedpur (N. H. 3 2 )  and feeder 
and approach roads in the collieries would. in addition to facilitating the 
movement of more coal, help substantially in the transport of men. materials 
and machinery to the colliery undertakings as well as sand for stowing. 

4.27. The programme recommended by the Working Group was as 
follows : 

Rs . 
crores 

(a) Calcutta to Topchahi. near Dhanhad. 
from improvement of the Grand Trunk Road 6-20 

(b) Improvement of 247 miles of feedcr r n ~ d s  outside 
Rmiganj & Jhatia coal fields . 4-30 

(c) Improvement of I 50 m i l ~ s  of road within various 
coal fields . 3"5 

(d) Improvement of Nation~l Highway KO. 32 
to Jamshcdpur about 160 miles 2.60 - 

16.85 

4.28. Ihc need fdi improving the roads as recommended by the Working 
amp and the impr&ement works needed for the road-cwn-river scheme 
Prknt considered together. Tht Ministry of Transport approved in Febru- 
ary, 1%3 taking up the improvement works on National Highways Nos. 2 
& 32 and asked Oovernrncnts of Bihar 8 West Bcngal to iamc estimates. 



' They also approved the improvement of the National Highway No. 31 which 
was required in connection with the road-cum-river scheme. 

4.29. In regard to the capital expenditure of Rs. 40.30 lakhs on dewlop 
ment of NH (Coal roads), the Ministry have stated that the Government of 
Bihar indicated in February, 1966 that the expenditure on National High- 
way during 1963-64, 1964-65 and 1965-66 was Rs. 45.77 lakhs. Tho 
expenditure on State Government Roads during these three years was 
Rs. 25.50 lakhs. This expenditure comprises of the actual expenditure 
upto December. 1965 and anticipated expenditure from January, 1966 to 
March, 1966. 

4.30. Though the Government of Bihar showed these items of expendi- 
ture as on development of road schemes for movement of coal by road-cwn- 
river route, an amount of Rs. 43.80 lakhs for the Nationai Highway was in 
pursuance of the sanction for the larger scheme. National Highways 
No. 2 and 32 were included in the larger scheme of movement of coal 
towards Calcutta and National Highway No. 31 formed part of road-cum- 
river scheme. In view of this. the expenditure on National Highways 
No. 2 and 32 should not be debited to the road-cum-river scheme. Only 
an  expenditure of Rs. 1.97 lakhs (Rs. 45.77 lakhs less Rs. 43.80 lakhs) 
incurred on National Highway No. 31 could be debited to the road-cwn- 
river scheme. Taking into account the expenditure incurred on the State 
roads, the total capital expenditure connected with the Schemc should be 
Rs. 14.72 lakhs (Rs. 12.75 lakhs on State roads plus Rs. 1.97 lakhs) and 
not Rs. 53.05 lakhs as mentioned in the Audit Report. 

4.31. From the notes and the other data furnished by the Department 
of Mines & Metals, the Committee find that. at the meeting held in  the 
Planning Comniission on 20th September, 1962, the representative of the 
Ministry of Irrigation & Power had expressed the view that- 

" .  . . . because of the numerous awkward bends the river Gangit, 
the ordinary inexpensive conservancy meawres like bandalling 
would not do. It was necessary to have hydrographic survcys 
conducted and the t y p  and sire of the vessels and the spcci- 
fications of tugs etc. could be decided in the light of the results 
of these surveys. The present estimates of costs of conservancy 
had been worked out in the absence of full knowledge of river 
conditions and were in the nature of preliminary guesses." 

4.32. Government, however, decided to start the experimental trips 
without any hydrographic surveys, in order to gain e x ~ a r k m x  of the river 
mditjons and other aspects on tk grounds that ( i )  tbe Ganga-Brahmaputra 
Water Transport Board had k n  conducting bydrogrqhic survcyr and rJao 
running eervicej over a P8ft of the route; aad (ii) they had also mdX1CfC)(i 
-survey upto Allahabad. 
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4.33. Wen this decision was communicated to them, the Ministry af 

bigation and Power, whii  not agreeing to this view, stated in October, 
1962: 

". . . .I can only restate what is our thinking in the matter to avoid 
any misunderstanding in the future. To evolve satisfactory 
short and long term measures for improving the navigability of 
the Ganga, we might seriously consider the desirability of carry- 
ing out model studies. Such studies could be conducted in a 
coordinated manner so that any measures for improving the 
navigability of Ganga would, at the same time, ensure enhanced 
flood disposal benefits in this area.'' 

4.34. The Committee also find that at the meeting held in the Planning 
Commission on 20th September, 1962, the representative of the M i t r y  
of Finance pointcd out"that the proposal in the short run required an 
investment of Rs. 3 crores for roads, a little over Re. 1 crore for river con- 
servancy the actual cost of which might exceed that estimate and Rs. 20 
lakhs on account of loading and unloading facilities. Moreover, the costs 
of trucks if these had to be acquired by a Government undertaking and 
of the barges to be produced at the Garden Reach Workshop had also to be 
taken into account. All this investment would be additional. The benefit 
to be derived immediately from the Scheme was small, the quantity of 
coal to be moved being just 6 to 7 wagons a day. 

4.35. Another representative of Finance Ministry had pointed out at  
the meeting that "it was clear from the discussions that so far as the long 
term proposal was concerned, this would require detailed study. Although 
the consumers wen: willing to pay the higher price at present because of the 
difficult supply position of coal, the present situation could not be expected 
to continue indefinitely, and when the wagons supply position was easier, 
there might not be the same willinpe$s on their part to pay the higher price 
for coal carried by the mad-cam-river route." 

4.36. The Committee further understand from Audit that the scbem~ 
was wspendcd in April 1963 because the charges for river haulage far ex- 
d a d  the original estimab of Rs. 26/- per W w .  The relevant extracts 
from t b  files of tiw crstcRhile Mistq of Mines & Fuel are as fdlowsi- 

" . . . . with the transport position easing we cannot passiily continua 
moving these small quantities of coal to Allahabad by the r i m  
mute at the exjsting higher costs. Even now tbt cast at 
Altahabad is Rs. 76/- per tm. This is an the bash tbrtt the 
freight far the river portion to be dnugcd by the C b g a  
Bmhmaputra Water Transport , -. Board is only Rs. 26/- pee am.' 





AlldSt on the Accmmts of the Coal Board 
fa the year 1965-66 

4.41. The Cua,l Board set up under the Coal Mines (Conservation 
and Safety) Act, 1952, for the purposs of maintenance of safety in Coal 
Mines and conservation of coal, is financed from the net proceeds of 
excise duty levied on coal/coke raised/manufactured and despatched from . 
collieries. 

4.42. A summary of receipts and payments under broad heads dur- 
ing 1964-65 and 1965-66 is given below:- 



Net P T O C ~ ~ ~  of excise duty rcccivcd under Grant of s t o ~ i n g  materials, other assistance 355.02 408-65 
Section XI  of rhc Act . g60.00 700~00 

(>ther !nra;urcs connected with the Ad- 
rniniktratic:r, of the Act . 36-80 60.23 

I n t ~ S t  On hvt~uncnts 3 ' 2 7  I .go Contributicm ro Minlng Research Station . . . 4-13 

Repqmenrr of. Loan by cellierics f~: purchase Assiqtance to collicricc hni~dicr pped by 
of S I L ' ~ ~ U I ~  plant 4 . 3 8  4 . 4 1  adwrse factors . 209-26 189'93 

Ccnrral Ropeway Scheme . 10'60 27-57 

Capiral Iixpmdirure 



4.43. The Committee pointed out that though the Coal Board ta- 
ceived Rs. 140 lakhs more by way of net proceeds of excise duty and* 
Rs. 386.67 hkhs more by way of loan from Govesnmc~lt, tki closiag 
balance at the end af 1965-66 was Rs. 56.10 lakhs as against! the open- 
ing balance of Rs. 188.1 8 lakhs. The Committee desired to know the 
reasons for the sudden spurt of expenditure under the grant of stowing 
materials, and other assistance and under the Central Ropeways Scheme. 

4.44. The Chairman, Coal Board, stated during evidence that the ex- 
penditure on stowing was going up year by year as more and more coal 
was raised from mines already devclopcd. Further the payment, on ac- 
count of arrears of previous years was also more than in 1964-65 by 
Rs. 46 lakhs. A loan of Rs. 38 l a b s  was also given for purchase of 
stowing plant. 

4.45. Asked if the stowing plant was in use, the witness replied in the 
aflirnlative and added that hydraulic stowing was bemg carried out and 
that selected grades of coal were being exported to some extent. 

4.46. In reply to a question, the witness st(1ted that the r d e  of intc- 
rest on the loan was 103 pcr cent pcr annum al,.: t;~at repayment was be- 
ing made rcylariy by instalmcnts of Ks. 3.8 lakhs cach. 

4.47. In regard to the increased expnditure of Rs. 5.43 crores ap- 
proximtcly on the Central Ropeways Scheme, the witncss informed the 
Committee that payment for plant and nuchincry imported increased by 
Rs. 230 l a k h  during 1965-66 and payment on account of customs duty 
on these was Rs. 200 lakhs. 

4.48. The witness further stated that out of 3. schrmcs in Jh.1r.b and 
three in Raniganj, one cach was working in these places. The 0th .r por- 
tions were expected to work during 1967-68. He stated that the cx- 
pccted total outlay on the scheme in the Third Five Year Pi:n was Rs. 22 
crores out of which Rs. 7 crores romaincd to be utilisecl. 

4.49. In reply to a question, the witness stated that the transport of 
cod by mpeweys was cheaper than transport by trucks. Thcre was also 
the ditrwulty of constructing roads in Jharia which was denscly covered 
by coal mines. 

4.50, In regard to tho reasons for slow prosess of the schernc, the 
Chairman, Coal Board, stated that the nctud work smed in 1962-63 
but them was a delay d about a year and half due to the State Govern- 
ment's objection to the passage of the ropeway through Chc msta lands. 



90 
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within the municipal limits of Dhanbad as a resuit of which the line had 
to be diverted. Frrrther the ships coming via Chittagong on which some 
of the materials were shipped were seized by the Pakistan authorities, re- 
tarding the programme of operation of Ropeway. 

451. Tbe Comdttee draw stEentim to tbeir recommendation con- 
Cliaed m para 6.25 of theiu 62nd Report (Third Ldr Sabha) d hope 
tfllf, as LE d u h g  evidence by the Chairman, C d  Board, the remain- 
ing portions of the Ropeway have started work& during 1967-68. They 
would like to be informed of the completion and commiwioning of tbe 
R'v-w* 

4.52. Delay in the recovery of dues--Rule 44 of the Coal Mines (Con- 
servation and Safety) Rules, 1954 providcs that:- 

"The Central Govt.rnmer~t or with the approval of the Ccntral Gov- 
ernment the Board may recover from the owner, agent or 
manager of a cdliery either wholly or partially the cost of 
such measures or operations as are undertaken undcr Soction 
6 if it is satisfied on consideration o f  all facts and circums- 
bnces that such recovery of cost is justified." 

4.53. Under these provisions, sanction was accorded by the Ministry 
in April, 1962 to the Coal Board to incur expenditure on excavation of 
an isolatjun trench between two collieries 'A' and 'B' ;it a cost not CX- 

ceeding Rs. 4.83 lakhs (this was later increased to R.;. 9.W lakhs in Janu- 
ary, 1964) subject to recovery of cost from rhe collieries concerned. The 
total expenditure incurred by the Ronrd on this account worked out to 
Rs. 8.38 lakhs upto January, 1 9 6 L R s .  0.51 lakh in the case of col- 
liery 'A' and Rs. 7.87 lakhs in the case of colliery 'B'. 

4.54. The Board, however, decided in April, 1963, that no rccovery 
should be made from the collieries cxccp to the extent of the value of 
the coal that would be recovered during the process of trcnch-cutting, 
which would be made ovcr to the owncrs, and t t~:~! a value of Rs. 15.70 
per ton was a reasonable rate for the coal rccovcrcd; thc contrcdlcd 
selling rate of coal at that time was Rs. 18.70 per ton. 

4.55. No coal was rccovercd i n  thc case of collicry 'A'. In rcspcct 
of the coal recovered in the collicry 'B', an amount of Rs. 1.81 lakhs bb 
came due from the colliery, of which Rs. 0.35 lakh only could be ad- 
justed. In September, 1965, thc Board dccided to file a civil suit against 
the cdliery for the recavery of thc balance amount of Rs. 1.46 lakhs; but 
the wit bad nos bem Aled rill March, 1967, 



4.56. Tb Chainman of .the Cc#rl Board informed the Colnmi#ae that 
..a suit bad been Atcd in August, 1967 against the cdliary for rdcoverp 
-ot the amount and that the case was sub judice. 

4.57. As tbe eme is sub judice,tbe Committee do ad d h  b cam- 
Whit. T l b g ~ ~ e v a , ~ t e t o t i c i h t ~ ~ ~ a m a , o t  
d l e f l n i r l r o s l b ~ t d f t b b ~ .  



CHAPTER V . 
ACTION TAKEN BY GOVERNMENT ON THE RECOMMENDA-. 
TlONS OF THE PUBLIC ACCOUNTS CO- CONTAINED 

IN 20TH REPORT (FOURTH LOK SABHA) 

5.1. The Public Accounts Committee are glad to note that the re- 
commendations contained in the 20th Report of the Public Accounts 
Committee, 1967-68 (Fourth Lok Sabha) on "Review of Defence Bud- 
get--Consolidation of Revenue Demands" have been accepted by Govern- 
ment. 

5.2. The action taken notes received from the Ministry of Finance 
are at Appendix IV. 

NEW DEMI; 
April 11, 1968. 
Chm'tro 22, 1890 (Saka.) 

M. R. MASANI, 
Chairnuan, 

Public Accounts C~mmtftee.~ 



APPENDIX I 

MINISTRY OF FINANCE 

Note  o n  Para 5 Section XXIV of Audit Report (Commerciul) 1967 
(Ref.:-para 1.115 of this Report) 

A detailed note on the following points may be furnished: 

( I ) What are the reasons for losses? 

( 2 )  What arc the reasons for losses in manufactu~g? 

( 3 )  Whether the reasons for the manufacturing losses being In 
excess of the prescribed limit of 2 per cent have been 
analysed? 

(4) What are the reasons for losses in storage? 
( 5 )  What are the rcasons for losses in transit? 

Point N o .  1-What me the rcasons for losses? 

Losses in opium referred to in para 5 of sec. XXIV of the Audit Ro- 
pon (Commercial) 1967 are the irrecoverable losses of opium which 
have occurred at different stages in the handling, storage and manufac- 
ture of opium. For a proper appreciation of the reasons for losses in 
opium at different stages, the method of collection. transport, handling, 
analysis, storage, manufacture and accounting of opium is indicated 
below : - 

( 1 )  Intake of opirrm in the fartop: 

(a)  The opium is purchased from indiviJoa1 cultivators by the Dis- 
trict Opium m c e r s  at the weighment centres, provisional payment m 
made to the cultivators on the basis of the moisture content 
by hand parakh or test by the District Opium Officers and the opium is 
classified under various classcs depending on the moisture csetmt. At 
the time of purchase, normally the percentage of moisture in the opium 
varies from about 25 to 35 per cant. The opium of each class is packed 
together and is despatched to tho Factory in PoSythene bags, kept itmi& 
canvas bags with an outer covering of gunny bags. The opium is coa- 
signed to the apium factory either in Railway Wagcms or by tmck. 



(b) On reaipt of the consignment in: the factory, the bags are stparami 
and kept according to the classification morded in the challau on the 
basis of the District Opium Oficcr's hand parakh. Each bag'is weighed 
b dEtermine the weight of opium. 

(2) A nolysis of Opium: 

Samples of each bag of opium art drawn by means of borer in the 
presence of the Chemist. Samples so drawn from about 10 bags con- 
taining opium of the same classification are mixed together to form one 
composite sample. It is, therefore sent to the Chemical Cantrd Section 
for determination of consistency ( i .4 .  percentage of moisture), percent- 
age d morphine, purity etc. 

(3  Sicwage of opium 

Prior to the year 1950-51. the storage of opium was done on the 
basis of consistency as detailed below:-- 

Banmas Opium 

75" and over 
73-74" 
70-72' 
(3)' and under 

76' and over 
70-75" 
64-69' 
63" and under 

Due to the above syftern of storage there were less chances for assay 
variation but in order to meet the rcquiramtnt of opium of different mor- 
phine mength of individual Foreign purchasers, it was felt necessary to 
store +urn on the basis of morphine content Accordingly, the fdow- 
kg grades were adopted for the storage of opium irranpective of i& 
d s t u r c  content l.e. comissencp: - 

B3 . Below ro per cent. 



At prtseht &piurn is stand in 3 gr& according to morphine  on- 
tent. (B1 and B2 are stored in the satnl Vat.) 

On receipt of the assay results horn the opium Chemist, bags am 
separated accotding to the mo hine strength. The opium of f8e sruat 3' grade is durtlped in storagc ( alkhana) Vats earqnarLc4 for t8e p m -  
lar grade. Since Opium is a sticky substance, some quantities r e  
sticktng to the bqp. The opium is scrapped to t.hp extont psasible and 
put in the Vat to which it belongs. Still some quantities of opium se- 
main stickiug tq the bags in an irrecoverable condition but with a view to 
effect recovery to the m a ~ m u m  possible extent h a e  bags are aim wadPaP 
in the washing Vats known as Dhoikhana. The washings are alloftred k, 
remain in Dnoikhana Vats for 2-3 years for raising their consistency by 
natural evaporation. 

( 4 ) A ccouniing of opium : 

Each individual opium bag is weighed in the factary. After deducting 
its original tare weight i.e. weight of fresh un-used bag as recorded in the 
challan received from the District Opium Officers, h e  wt ptrysical weight 
of opium i s  ascertained and recorded in the challan. Tbe weight of opisrn 
so determined in the Factory is converted at 70 degrta axtsistmcc on the 
basis of the consistence of the opium as ascertained by the Opium Chemist 
and brought on to the books of Malkhana. 

The entire stock of opium so taken into stock books of MaIkbana as 
per weighment made in the Import Section includes losses due to handling, 
m i = .  sticking to opium bags. floors etc. which cannot be determined 
unless the stock is physically exhausted. 
( 5 ) Issue of opium for manrrfmttcrc: 

Before issue of opium t o  the manufacturing section, it is taken out 
from the main Malkhana Vat t o  the mixing Vat. In the mixing Vat, the 
opium is stirred mnnuallv to make it as homogell6ous as possible. About 8 
samples are drawn from the different places of the mixing Vat and there- 
after, one composite sample is prepared and sent t9 the andy?kal section 
for away. On receipt of the assay report the opium is issued to the 
manufacturing section (Ahkari) according to their requirements. The 
difference between the computed weight at 70 degree on receipt and the 
computed weight of tbe quantity issued cm&tutes the starage lass. 
( 6 )  Manufacturing process of opium : 

(a) BylL o l  the opim is issuad from Malkhana to the Abknri Se&m 
w h m  it is manufactud and cakes arc prepared for export as also Ih 



internd consumption. The account of opium in this section is maintainad 
at 90 &gree consistence, scasonwise. 

(b) On receipt of opium from Malkhana, it is exposed to sun in trays 
having capacity of about 36 w. each. When the consistence of opium 
reaches about 88 degree, opium of two trays is mixed and kneaded 
together. This proass is called preparation of Dhundhia. 

(c) From Dhundhia, sample is drawn and sent to the analytical sac- 
tion for determination of consistency and Morphine strength. On receipt 
of the analytical results the Dhundhia opium is cut into leaves of different 
weights as required by our customers, the normal size being of 5 Kgs. 
Computed weight of Dhundhia is taken into account in the book of the 
manufacturing section for purpose of issue. The difference between the 
computed weight of the raw opium received and that of finished cakes 
constitutes the loss in the process of manufacture. 

(7) Reasons for losses: 

Opium being an extremely viscous substance, some irrecoverable low 
at different stages in its handling is inevitable. It is also difficult to keep 
any accurate quantity account of opium in terms of weight, as its weight 
varies from layer to layer and even at different spots of the same layer 
in a Vat depending on the moisture content. The losse5 may be attribu- 
ted to the following factors:- 

(1) Loss due to oozing out of opium from bags. 

(2) Handling of opium at different stapes. 

(3) Sticking of opium to the bags, vats and floors, trays and to 

the hands and feet of workers. 

(4) Difficulty in making the opium thoroughly homogeneous 
with the result that it is difficult to ascertain the correct 
moisture amtent of the lot as a whole, the n~oisturc content 
varying in different layas thereof. 

(5 )  Errors h sampling or chemical analysis for determination of 
moisture ccmteat. 

It would be observbd from the above that both because of the nature 
of the material and because d the name of procasing to which it is  
uubjedad, scam irrecoverabllc loss becomes inevitable. In tho fadorics, 
adequate security arrangements exist and as such, chances af pilleragc are 
remake. The replsons for b s e s  are expldnad in mewbat  greater detail 
in the rcpIicr to point9 No. 2 and 4. 



Point No. %What are the reasons for lo~ses in ~ ~ ~ ~ ( f a c t u r i n g ?  

In Abkari Section, the manufatcturing losses occur at the, toflowing 
stages: - 

(i) Sun-drying:--Some opium leaks out from the joints and crevices of 
the trays or at the time of stirring of opium manually. Though every a!- 
ttmpt is made to prevent such losses yet it is inevitable. 

(ii) Handling and Adhesion losses:--Some wastage of opium takes 
place at the time of kneading and cutting into loaves. Opium being a sticky 
substance gets adhered to the hands and feet of the workers and various 
implements used. 

(iii) Loss due to assay variations:-Variation in assay means variation 
in the consistence of opium as determined at the time of receipt of opium 
in Abkari and again determined at the time of issue after manufacture. 
Variation in assay in other words is a change in the consistency of opium 
determined at different stags. Sometimes even at the same stage if Mer- 
ent samples are drawn, different results may be arrived at. This is be- 
cause of the fact that the opium is plastic in nature and being an agricul- 
tural produce is not homogeneous in composition. 

(a)  Phpical wight - . 50Kyq. 
Consistence of tkc opivm 65' 
Conversion at 70: . 46.jz9Kga 

. (b)  Physical weight . 50- 

Conststance of the opium. 68" 
~onvkrion ar;ro°C 48.571Kgs 

The above cited example shows the difference in the computed weights 
.when the consistency of different samples differ. 

(iv) Other loses:--Opium trickles down from the trays when shifted 
.from one place to another for exposure or wNo the yard operation is car- 

. ried out. Losses also occur when tbe broken trays are taken-up for re- 
conditioning or repairing. New trays utiised in the Abkari Yard absorb 
some quantity of opium. The opium which cannot be scrapped out d 
wch trays results in further loss. 

b i d e s ,  soma opium is also lost during the rains when the OOdngs h 
the trays flow with water and are swept away mak@ any recovery i m p  
&bk. 



Figures of lossts ia manufacturn in Ohadpur Factory drufhe the parid 
from 1954-55 to 1962-63 are as undw: 

Year Manufacturing Value Percentage of 
Ioc -tam lamwith nfitntnce~o 

90° the q m d t y  handled 

2. The above figures indicate that excepung in 1960-61 and 196243, 
the loss has been ranging from 3.12 per cent to 3.42 per cent average 
being 3.22 per cent. While these figurer by themselves do not indicate 
any ductuation, these when compared with losseb recorded bctween 1944-45 
to 1952-53 indicate rise. In the earlier period tbe manufaduriag loss 
ranged from 0.48 to 2.35 per cent with an average of I A6 per ccnt. 
It m ia this background that tbe question has axism why and how lossu 
have gone up during 1954-55 to 1962-63. Thir aspect of the problem has 
been very eanfully examined and it appears that the circumstances 
respoaeiMe for rise in the manufacturing bts am M follows:- 

(i) Dukg 1954-55 to 1958-59 the Malkhana account instead of show- 
1% loss, recarded gain ranging from 0.04 wr' cent to 2.17 per ccnt. 
Siatc normally rherc shoufd bc loss in storagg imtcad of gain, the latter 
situation has to be regarded as artificial and bas to be attributed to assay 
variations and possible other errors. Thtse gabs batng wrong, must have 
ncoss targ .hrf ia t sdthc loasas in~mat~o~#cdon. I I .noPmutI to -  
~ b s s a s @ T 8 1 c t d ~ d W t 0 t ; d ~ b % & ~ s l ~ ~  
tnctwing loss wiU hc somewhat reduced. 

(ii) Change in method of sampling [vi& Para (dl of reply to point 4) 
SCUM ta have multed in fncreaud assay variatlanr with consequant d k t  
an c=w-d 



(in) Uw of rwmditianad and tic- trays may have r e s W  in imwlnpsr- 
scd lossas due to leakages and wastages. 

(iv) Opium having been collected rather early iii some ylars from the 
caltiratom, had low consisten06 and this may have rawlted in incmast 
in the losses m Mamfaaturing Section due to s p i h g e  etc. 

3. It wouM, therefbn, appear that the losses in 1954-55 to 1962-63. 
though somewAat high when wmprsd  to eartier period, cannot be rb- 
gardcd as unreasonabie. Moreover, the security anangemcnts m Ma 
Ghazipur Factory being extremely tight, possibility of surreptitious raatro- 
vals is remote. 

4. Two per cent is not the prescribed limit for condonation of losses, 
but in fact represents the limit upto which the Narcotics Cominissimer 
was at one time authorized to condone losses. This power has, however 
since lapsed and the Narcotics Commissioner's present authority in the 
matter af write off of losses is regulated by the powers laid down in this 
behalf in the General Financial Rules. 

Point No. &What are the reasons for losses in storage? 

(a) Import loss: 

The opium is received in the Factory (Import Section) during sum- 
months. As such, some opium comes out from the bags dne to fenncata- 
tion and sticks to the floor which is not fully recovered. Some opium is  
also lost due to the bursting of bags and spiing on the h r .  This feamre k 
particularly prominent when the moisture content of the opium is high. 

(b) Handling loss: 
Opium is handled at different stages in Malkhana, viz: 

1. Dumping of opium from opium bags to the storage vats; 
2. Scrapping of opium bags; 
3. Transferring of opium from main vats to mixing vat; 
4. Sampling in Impon !kction and Malkhana; 
5 .  lssuing to the manufacturing sections; 
6. Opium is also handled by the workers of Malkhana to prevent 

growth of -us. 

All the above crpetationr are nsponsibk for sole loss of opium, 

A gaod number of vats is used in the storage of opium in M a l k k  
C)irr tbe elthauItlcm of opium lrom tite oatq considcrabk quantity of O@UUB 



aemains sticking to the sides and floor of the vats, a part of which form 
ahe vat loss. 

(d) Loss on account of assay variation: 
The variation in assay means change in the consistency of opium. Opium 

is sampled at three stages in the Factory, viz., ( i)  at the time of receipt of 
raw opium in Import Section (ii) at the time of issue from Malkhana Sec- 
tion to the manufacturing Section and (iii) at the time of packing the opium 
for excise or export in the Abkari Section. If the sample is not absolutely 
representative, the consistency ascertained will not be the correct consistency 
of the entire lot and therefore, the computed weight will not be wholly 

Previous to the year 1953, to find out the average consistency of opium 
one composite sample out of 5 bags used to be taken. In order to mini- 
mise the expenditure, one composite sample out of 10-1 2 bags is being taken 
since 1953. Naturally the consistency so determined may not represent 
the true picture of moisture present in opium packed in those bags. Thus, 
thertj is bound to be variation in assay in comparison to the consistency 
determined at the time of issue of opium for manufacture which ultimately 
results in apparent loss or gain. 

At the time of sampling while thrusting the borer into the bags or vats 
sometimes the liquid substance falls down into the bags or vat$ and com- 
paratively dry matter comes out which gives higher consistency resulting 
in apparent gain. This fictitious gain will ultimately result in loss to the 
manufacturing section. Similarly, if more of the liquid substance or less of 
solid matter is taken for sampling, it will result in loss to Malkhana and 
gain to manufacturing section. This is inevitable due to the heterogeneous 
quality of opium and the method of sampling mentioned above. 

Example : 
IOO Kg opium @ 65" C = 65 Y rooo --- - 9 9  4 7oc 

70" 
(at the time of receipt) 

I ooo Kg opium @ 62°C = 62 x roo0 - 886 Kgs @ 70 C 
70" 

(at time of issue) 
LOSS- 43 lCgs @ 70°C. 

Point No. 5-What me the reasom j o t  losses in trondt ? 

Opium purchased from the cu)tivstors in U.P as we11 as part d the 
opium purchased in the States of M. P. and Rajasthan are taken directly to 
the factoq at Ghazipur, since the bulk of the opium is processed at this 
factmy and exported through the port oi Calcutta. However, about 100 
tamttar of opium purchased in the MP-Rajasthan a m  is proeeassd at the 



factory at Mandsaur. Previously, some opium used to be processed at thc 
factory at Neemuch also. As bulk of the opium supplied to customers 
abroad is despatched from Ghazipur, the opium processed at Mandsaurl 
Neemuch has to be transported to Ghazipur unless it is despatched directly 
for export through the port of Bombay at the request of the buyer. Where 
processed opium is transported from Mandsaur/Neemuch to Ghazipur, the 
packages are sealed and the consignments are escorted by armed guards in 
sealed wagons. The question of pilferage in transit is therefore  led out. 
However, some difference in weight between the weight recorded at the time 
of despatch from MandsaurINeemuch and the weight recorded at the time of 
receipt at Ghazipur, is usually noticed. The reasons for such variation 
are:- 

1. Assay variation. 
2. Error in weighments and difference due to weighing scales. 

During 1963 the dried opium consignments received from Mandsaut 
and Neemuch factories were not weighed bag-wise and sampled at the time 
of receipt, but the weight on receipt was computed much later on the basis 
of the weight determined at the time of packing for export. As the opiur 
was transported under armed guard and no tampering of seals was notict 
st the time of reccipt, the comparatively higher loss in transit during 1963 
must be attniuted to variations in assay and errors in weighments. 



%fa on Sub-para f iv) of para 6-$cctian Y X I V  of Au&r Rapor& 
(Colfynerciq!) 1967 

(Ref:--para 1.127 of this Repoft) 

1.  P W  ftmhh a c h r o n o l ~  note indicating the circunzsttwW 
to the plant remaining out of commission for mom than 

12 yew.  
2. The effect of noncommissiwing of the plant on the storage 6f 

opium. 

3. When were the defects noticed by Management? Have these 
debts since heen rectified by the supplim and the plant put 
into commission? 

4. Apy othu relevant inf~rmation on this sub-para. 

(The above note may be furnished in consuitation with the D.G.3. 
& D.). 

Reply of the Minisrry 

1. A chronological note indicating the circumstances leading to the non- 
commissioning of the air-conditioning plant is appended. (Annexure 'A'). 

2. Drugs generally deteriorate if they are not kept in cool and dry 
atmosphere. It is also essential that pollution of drugs should be prevent- 
ed during the stage of packing. This can be ensured if the room is air- 
conditioned. It was in view of these considerations that the Director of 
Medical and Health Services, U.P. Lucknow, advised the Department as 
early as 1953 to arrange for an airconditioned room for the purpose of 
packing and storage of these drugs. There have been no complaints from 
the public in regard to the quality of drugs supplied but this is probably 
because there is a sellerq\ market for these drugs owing to the chronic shon- 
age. In this connection, it may be mentioned that as Government is a mono- 
poly producer of these drugs, it becomes all the more essential to guard 
against any criticism about the standard and quality of the drugs manufac- 
tured. Such standard and quality control can be maintained during periods 
of long storage only through the use of an air-conditioned room for such 
storage. 



3. The indent for the purchase of an air-conditioning plant was placed 
with the D.G.S. & D. on 20-1-1954. The D.G.S. & D. approved the tender 
of MIS. Bombay Ammonia and Refrigeration Co. Ltd., and placed the con- 
tract with the firm on 20-5-1 954. The Department felt as early as 5-6-1954 
that the type of starter included in the accepted ten&r would not serve our 
purpose and that an automatic self-starter fitted with an overload release 
device should be used instead. There was some correspondence between 
the D.G.S. & D. and the firm and the D.G.S. & D. and thk Department hU 
11-3-1955 when the Erector of the firm first visited Ghazipur to start the 
erection work of thc plant. He, however, left for Deihi on 16-3-1955 and 
later requested further time for erection. Thereafter, there was further 
correspondence. Ultimately, on 11-7-1955 the Department informed the 
D.G.S. & D. that when the air-conditioned room was tested by the firm's 
engineer the required temperature of 70°F and the required relative 
humidity between 45 and 50 per cent could not be maintained. From this it 
appears that the fact that the equipment 3s supplied by the firm was defective 
i~ practice was first noticed some time about July, 1955 even though it was 
felt by the Department as early as June, 1954 that the plant might not work 
satisfactorily without an automatic starter. 

The contracting firm has not yet commissioned the plant in spite of 
considerable correspondence with them. As the firm have still failed to 
hand' over the equipment in perfect working condition and have failed to 
perform the terms of the contract. the D.G.S. & D., after consulting the 
Ministry of Law have written to the firm on 25-10-1967 (copy enclosed- 
4nnexure 'B') asking them to: 

( a )  pay back the sum of Rs. 17,000;- received by them, with interest 
at the usual Government rate thereon for the period for which 
the amount was with the firm; 

[In the audit para the payment made to the firm has been men- 
tioned ac Rs. 15.200/- d this was based on the informa- 
tion furnished by the Opium Chemist, Oazipur vi& his 
lctter of June, 1964 to the Audit. However the correct 
figure is the Rs. 17,000[- representing 80 per cent payment 
made to the fim~ (as per the D.G.S. & D. records)]. 

(b) remove the equipment within one month of the date of issue d 
the letter; and 

(c) pay storage charges for the period the equipment was in thc 
concilpnec's custody. 

(This note has heen prepared in consultation with the D.G.S. & D.). 



ANNEXURE 'A' 

Chromlogicd note indicating the circumstances leading to the non-com- 
rnirsioning of the A.C. Plant at the G k i p u r  Opium a d  Alkaloid W&, 

Ghazipur for more than 12 years 

(1) lndmt for the purchase of the air-conditioning plant was placed 
with the D.G.S. & D. on 20th January, 1954 indicating the physical dimem- 
sions of the storage room ambient temperature during summer at 113OF 
and inside conditions as 70°F at 45-50 per cent relative humidity. Coa- 
tract was approved and placed with the Bombay Ammonia and Refrigera- 
tion Co. on 20th May 1954 by the D.G.S. & D. 

(2) An objection was raised by the Department on 5th June 1954 
about the type of starter included in the accepted Tender to be supplied 
with the plant and it was stressed that an automatic self-starter fitted with 
overload release device should be supplied. 

(3) On 27th August 1954 the D.G.S.&D. replied that in such cases 
starter is generally manually operated with essential protective devices. 

(4) On 21st September 1954 again the D.G.S.&D. was requested to 
starter is generally manually operated with essential protective devices. 

(5) The D.G.S.&D. forwarded the letter of the Department to the firm 
an 5th November 1954 with a request to supply the automatic starter. 

( 6 )  The firm refused to supply the automatic starter within the teadercd 
amount and demanded an extra amount of Rs. 9001- (on 17th Nwmber 
1954). 

(7) On 7th December 1954 the D.G.S.&D. enquired whether the d c  
partment was willing to pay the extra amount of Rs. 900. 

(8) On 1 lth December 1954 the Department confirmed their willing- 
ness to pay extra amount mentioned above. 

(9) Again on 13th January 1955 the D.G.S.&D. asked the Depart- 
ment to pay the extra amount af Rs. 1065 instead of Rs. 900 due to 
rise in price intimated by Bombay Ammonia. 

(10) The Department confirmed on 29th January 1955 their willing- 
ness to pay the amount of Ra. 1065 instead af Rs. 900 as demanded 
by the firm. 



(1 1 ) The Erector of the firm visited Ghazipur to start erection m k  
of the plant on 1 1th March 1955 and left for Delhi on 16th March 1955 
and later requested on 23rd March 1955 to extend the time for erection. 

(12) The firm was reminded by the Department on 5th April 1955 
to send the Erector. 

(13 )  On 5th April 1955 the firm wrote to the Department that the 
Engineer was being sent to complete the job by 15th April 1955. 
further mentioned about the non-arrival of the automatic starter from 
U.K. and till its receipt they intended to connect the manual starter. 

(14) On 22nd April 1955 the firm informed that an automatic Starter 
on a 230 volts motor will put an extremely heavy current on the line and 
that a 230 volts D.C. motor should not be started automatically to prevtllt 
the overloading of the generator and that automatic starters are applied 
only on 440 volts D.C. motors. The firm wanted to know if the present 
generator had enou-gh capacity to take the load of automatic starter. 

( 1 5 ) On 29th April 1955 the Narcoticc Commissioner proposed to the 
firm to cancel the supply of automatic starter for the reasons stated by 
the firm. 

(16) On 14th May 1955 the D.G.S.&D. enquired if the inspection of 
the plant was possible. 

(17) The D.G.S.&D. was informed on 13th June 1955 that the erect- 
ing engineer of the firm is not definite as to when the plant would be ready 
for final inspection and test. 

(1 8)  On 28th June 1955 the firm while confirming the partial installa- 
tion of the plant intimated the D.G.S.&D. about the non-availability of 
enough electricity at Ghazipur Oplurn Factory to start a 10 H.P. Motur 
230 volts resulting in non-starting of the plant automaticaIly and so the 
modulation motor which had to control the bypass damper could not be 
installed. However, instead of the modulating motor a roltary type con- 
verter to run the motor on D.C. current was later on supplied in June, 
1959. 

(19) On 1 lth July 1955 the D.0.S.m. was informed by tbe Depart- 
ment that on testing the air-conditioned room by the firm's cnginter, tba 
rcquired temperature of 70°F could not be maintained and also the m&t- 
tive humidity could not be maintained between 45 and 50 per cent. 

(20) On 27th July 1955 the firm intimated that the consigaa had 
agreed to the installation of modulating motor when their new generatar 
is ready. They repeated their mpansibiliry to bring d m  the tern- 



llhue to 70°F md also s W  that the same would be done c d y  when an 
~ & c  S t a r t M  was Mted. 

(21) On 20th August, 1955, the D.O.S. & D. was addressad by tbc 
Depar tma about commissioning of a bigger gemerator in the factory and 
=quested to direct the firm to complete the pending work of humidity 
cuntrol. This b i i r  generator was required to meet the increased p o k r  
nquiremmts d the factory. 

(22) On 23rd August, 1955, the finn wrote to the D.G.S. & D. for giv- 
ing a licence to the suppliers of the automatic starter and also 10 per cent 
higher price. In the absence of this starter the humidity control was not 
possible to be installed. They deged that on the proposal of the Depart- 
ment'they w c d e d  the order of getting an automatic starter resulting in 
increase in price and also making arrangement for a licence. 

(23) On 17th September, 1955, the Department repudiated the charges 
of the firm and mentioned that in the absence of a general lay-out drawing 
it was not possible for the Department to know that the humidity control 
device could only be fitted with the automatic starter but this fact was 
well known to the firm. Moreover. fitting of the humidity control device 
was one of the main conditions of the Accepted Tender. 

(24) The firm in their letter dated 26th September. 1955, to the 
D.G.S.&D. offered to install the automatic starter at the prevailing price 
on this type of starter plus a margin of profit fixed by the D.G.S.&D. 

125) The D.G.S.&D. in their letter dated 16th March, 1956. enquired 
whether the Department was willing to make its own arrangement for the 
purchase of automatic starter as the price quoted by the firm was 
Rs. 1360/- plus 15 per cent margin of profit which was not permitted. 

(26) On 2nd May, 1956. thc Department did not agree to enhance 
prices or to purchase th: automatic starter themselves. 

(27) On 7th August, 1956, the Deputy Director of Inspection, N.W.I. 
Circle, New Delhi, asked tbe consignee if the requirad r a m  conditions 
mxc maintained by the plant against an ambient temperature of 1 10°F. 

(28) On 31st August, 1956. consignee informed the Deputy Director 
af Inspectton, N.W.T. Circle, New DeW, that the plant cuuid not bring the 
temperature of the room Mow 80°F whan the a m m t  tmperatwa waa 
I 10"-120°F. 

(29) On 31sl August, 1936, the D.G.S.&D. intimated the Dqmtnmt 
tbat the automark srottct was nor patr oj the contrtscr and the cquiptnmt 
offered would be functionally suitable with the manually operated stam. 

130) On 18th September, 1956, the D.G.S.Uk asked the Department 
to d m  i t s  willingness to .ply Rs, 1 lR8/- tor the automatic starter or 



&e p*t order might s W ,  prodded the finn giwa mtihtog peafor- 
mance of the plant with the manually aperated starter. 

(31) On 11 th October, 1956, the Department told the D.G.S.&D. to as- 
certain wnether the firm could guarantee that the manually operated starter 
a u l d  maintain the desired humidity and temperature. If not, the price 
of Rs. 11881- would be paid by the Department. 

(32) The D.G.S.&D. intimated that the firm had categorically confirm- 
ed that the machine would function with the manual control id tbe 
conditions would be maintained even without the automatic starter (19th 
October, 1956). 

(33) Again on 26th December, 1956, the D.G.S.&D. intimated the 
Department that the firm had stated that temperature and humidity could 
be maintained as per Accepted Tender but the plant would have to be 
stepped and started manually and also asked for confirmation of the 
Department for the con~plction of the plant with manually operated 
starter. 

(34) On 18th February, 1957, the position was explained in detail by 
the Department to the D.G.S.&D. and supply of the automatic starter was 
insisted on at a C(K~ of Rs. 1188 ' 1 .  Again on 5th April. 1957. the 
D.G.S.&D. wa5 requested to direct the firm to hand over the plant in pro- 
per working condition duly fitted with automatic starter. 

(35 1 On 18th April. 1957, the D.G.S.&D. observed that inclusion of 
autonlatic starter in the Acccptcd Tender would amount to a supplemen- 
tary contract and the p o w e r  to enter into a supplcrncntary contract had 
been withdrawn from him. So he advised the Depanment to purchase 
an aurornntic starter direct from the firm. The matter was closed so far 
as his ( fficr was cmcerned. 

(36) As a result of the Opium Chemist's personal contacts with the 
D.G.S.LD. on 23th August, 1957, the D.G.S.&D. accepted the necessity for 
having the plant workin: automatically for all 24 hours as it was not 
possible for the Narcotics Conlmissioner to arrange to have any operator . 
outside the working hours. 

(37) On 13th September, 1957, the D.G.S.&D. was reminded by the 
Department for getting the automatic starter and humidity control fitted 
up before thc inspection of the plant. 

(38) The Deputy Director of ~ n s b t i o n  intimated the D.G.S.W. 
about his agreement with the Department's opinion that in the absence of 
the automatic starter and humidlty control, inspection of the plant would 

be helpful (4th October, 1957). 
! 39 (Afi)LS--8. 



(39) In their letter dated 12th November, 1957, the D.G.S.W. tdd the 
jhm that their statements from time to time for automatic starter 
humidity control were conl8icthg. He aBhmed that under the Accepted 
Tender, the supply of automatic starter was necessary and directed tha 
party to supply the same and hand over the plant in satisfactory working 
condition. h ~ l ~ ~ ~ ~ ~ l  

(40) On 2nd January, 1958, the D.G.S.&D. intimated the Department 
that as a result of discussion with the firm's representative, successful 
working of  the plant and maintenance of  the conditions are the sole res- 
ponsibility o f  the firm and the question of supplying an automatic starter 
would be decided only after testing the equipment. 

(41) Since March, 1958, to June. 1958 the D.G.S.&D. were repeated- 
ly reminded by the Department for early completion of the work. 

(42) In their letter dated 1st July, 1958, the D.G.S.&D. asked the 
Deputy Director of Inspection, Kanpur to carry out the working test on 
the plant and submit a report. 

(43) The Director of Inspection, Calcutta informed the D.G.S.&D. on 
1 lth April 1959 of the inspection of the plant at Ghazipur having been 
carried out in the prevmce of the firm's Works Manager. He wrote that 
Humidistat was not supplied by the firm and one A.C. modulating motor 
and transformer not suitable for D.C. air-conditioning plant were supplied 
and so the plant could not be finally inspected. 

(44) On a query by the D.G.S.&D. on 27th June, 1959, the fiml re- 
plied that the Humidihtat was supplied but instead of supplying modulat- 
ing motor of A.C. type, they scnt a rotary type convertor to run the motor 
on D.C. current. 

(45) In his letter dated 4th August, 1959, the Director of Inspection, 
Calcutta wrote to the firm that on carrying out the test at Ghazipur in pre- 
sence of the firm's erection engineer, the plant failed to give, the required 
performance and so it was not approved. He also desired that the &rm 
should attend to the defects. He further observed that either thc p h t  war 
nor satisfoctorr?y installed or the capacity was not such as to give the re- 
quired performance the plant stood rejected till such time the same war 
rectified and made to give the r e q u i d  performance. 

(46) on 1st August, 1959, the matter was brought to tba notice of tho 
Board by the Narcotics Commissioner. 

(47) The plant was put to test again and the machine W M  fun CXXM- 
nuously from 5th to 7th Octohcr, 1959, by the firm's mginacr but drs 



minimum temperature of the room was found to be 7Z°F and the fdativa 
humidity as 63 per cent. The 'Cut of and 'Cut in' were too f ~ e  

(48) As a reault of above inspection, Deputy Director of Inspection, 
Calcutta, in his report dated 14th November, 1959 intimated D.G.S.&D. 
under intimation to the consignee and the firm that the following defects 
were noticed at the time of inspection b e e n  5th October, 1959 to 7th 
October, 1959: 

(i) The plant could not maintain the humidity of the room as 
stipulated in the Accepted Tender. 

(ii) The cut off and cut in of the unit were too frequent. 

( i i i )  The insulation boards over the ducts were not firmly fixed am 
the corner should have been reinforced by strips of wood. 

(iv) Cooling pipes were not provided with proper insulation. 

He asked the fim to attend to the above and rectify the defects as 
necessary. On completion hc suggested that the plant may be tested a _ e a  
by the firm and the detailed repon may be forwarded to his office together 
with consignee's comments f o r  consideration. 

(49) In respnsc to thc above trial report the firm wrote to the 
D.G.S.BD. on 6th Nuvetnber. 1959 that due to heavy rains humidity out- 
side was abnormally high. The air-conditioned rcmm was leaking very 
badly 4114 the doorb. windows mti vcntiltttors were not air tight which the 
factory should trc askcd to gct rectified and when thc needful was done, 
the plant would bc capnbic of maintaining the desired humidity condi- 
tions. 

( 50 )  The indcntor informed the D.G.S.6D. on 30th May, 1960, that 
the leakage of thc roof has hwn rectitid and desired h i t  the firm be asked 
to give a further trial run of the plant. 

(51)  As there was no further rcsponsc in the case, the Narcotics 
Cwnmis\ioncr cugpc5ted in Aupust. 1960, that D.G.S.&D. should convene 
a meeting to discuw the cteps to tie takcn for thc early commissioning of 
thr plant. 

( 5 2 )  A meetinc~ was held on 27th August. 1960, with the representa- 
tives of thc Narcotics Comnussioncr, the D.G.S.&D. and the firm. The 
representative of the firm maintained that the provision of automatic star- 
ter and regulator was not made in the initial tender and that they were 
not bound to supply the same. It was also discussed in the meeting who- 
thcr it would not be better to change the Direct Current motor in the rehrl- 
prating plant and replace them by Alternating current motor togetha with 
automatic rtgulator for mnintennnce of temperaturk and humidity. 



(53) i s  a result of the above meeting, the Bombay ~mnioni8 i!o. 
made a fresh inspection of the plant and gave an estimate of Rs. 3'0001- 
in Nwember, 1960, for conversion of the entire electrical equipmutt of 
the plant from D.C. to A.C. supply. The D.G.S.&D. was requested to 
examine the reasonableness of the estimate submitted by the Bombay Am- 
monia Company and also the contractual part of the matter and the caw 
was under correspondence with him. The D.G.S.&D. again discussed the 
matter with the firm and asked the firm to submit the break-up cost of the 
amount demanded by them. 

(54 1 When the case was submited to the Board on 14th September, 
1961, they wanted it to be examined as to how and on account of whom 
the faulty specifications were originally accepted and wanted that the rcs- 
pnsibility should be fixed for the non-commissioning of the plant. 

(55 ) On 21st October, 1961, the D.G.S.&D, was addressed by this 
Ministry wherein it was pointed out that the reason for the noncomrnis- 
sioning of the A.C. plant appeared to be the absence of provision for a 
thermostatic starter control in the specifications and hence the D.G.S.&D. 
was requested to clarify as to how this provision upas overlooked. 

(56) On 3rd January, 1962 the firm reduced thd extra charges from 
Rs. 3000 '- to RF. 2 5 0  '-. 

(57 )  Tn between September. 1960 and March. 1062, there was pro- 
longed correspondence between the Narcotic< Department and the firms 
in regard to provisinn of false ceiling, glass panes, etc. for thig air-condi- 
tioned room and for obtaining of A.C. supply from Marl Thermal Stn- 
tion. .' " t 

(58) In May, 1963, the D.G.S.&D. observed that it would not be 
possible to insist on the automatic starter as a p3rt of the contract. They 
added that it was w because by implication only it was awmed that the 
automatic starter would form part of the equipment if modulating motors 
could not function in the absence of an automatic starter. They further 
obse~ed thst if in spite of satisfactory perfomlance of thc cquipmcnt, 
already received by the Factory, the Factory still insisted on automatic 
starter the firm would have to supply it at .extra cost only. The h a 1  con- 
clusion was that the plant had been delivered duly approved by inspection 
and that the indentor should make his own arrangements for any 
further changes he required and the D.G.S.&D. could not asmiate at 
that stage when the plant had been delivered duly apprwed by inspecdon. 

(59) In Sqrumber, 1963, the Ministry considad again w h c k  it 
was worthwhile incurring expenditure m thc wnvcrsion d the d t  fim 
D.C. to A.C. or whether it would be,pibb to commission the csisdng 
plant oa dhct current itself by purchasing an automatic dartM aoparatdy. 



(60) In Deoamk, 1963, the N.C.'s prq>osal to commission the piant 
by incurring an expeaditure of Rs. 8001- for overhauEing and repface- 
me& d a few paits was approved., . -r-1 -==4 

(61) In May, 1964, it was brought ta the Ministry's notice that the 
firm had been demanding the balance of 20 per ceat due, to them rn the 
supply of the A.C. Unit plant. When this as- was discussed with tbe 
D.G.S.&D. and the A..F.A. on 8th May, 1964, the A.F.A. felt that in- 
stead of the Department tinkering with the plant to pat it inta working 
order we should ask the 6rm to start running the plant and that the firm 
might refuse to do if we tried to work the plant on our own. During the 
course of this meeting the D.G.S.&D. advised that the firm should be 
asked to put tho plant in working order in accordance with the-specifics- 
tions of the order p I a d  with the firm that is, without an automatic 
starter and with D.C. current. Whatever changes we wanted to make 
should bej considered only after the firm had completed its part of the 
contract and put the plant in working order. Since the D.G.S.&D. 
agreed with the contention of the firm that the supply of an automatic 
starter was not part of the indent it was deci&d not to pursue this as- 
pect further. 

(62) On 27.6.1964, the N.C. was asked to approach the firm to nm 
the existing plant on direct current without automatic starter in accor- 
dance with the terms of the contract and it was decided that if this per- 
formance was satisfactory the D.G.S.&D. would be advised to pay tha 
balance d 20 per cent to the suppliers. 

(63) On 19.9.1964 Bombay Ammonia was asked to run the plant on 
D.C. for inspadion of the ooasignee as desired by him. 

(64) On 25.9.1964 Bombay Ammonia expressed their doubts if the 
plant would bc in running condition after such a long lapse of time and 
due to deterioration etc. The indentor was asked by D.G.S.&D. to corn- 
m a t  on these remarks (21.10.1964). 

(65) On 22.2.1965 the Indantor disowned any ms$xmsibiity for loss 
or deterioration as pointed out by Bombay Ammonia. 

(66) Thc N.C. took up the quesrion with the firm and it was under 
comtspondcnca with the firm and the D.O.S.&D. Thm was no rcb 
ponsa from the firm fa quite some time till Nwornber, 1966 wbezr they 
aigratd to discuss the case again with D.G.S.&D. 

(67) On 8.1 1.1966 the firm was asked by D.G.S.&D. to compEaeb 
tbs .wak within a m t h ;  orhmvist repairs will be daaa at thsir cost. 
hruurr#at-. 

" 9 



(68) On 10.11.1966 tha 6rm stated that whole delay in banding ova 
the plant was due to indecision at various lavcls and the matter may be 
discussed in, a joint meatiag. 

(69) On 25.1.1967, a meeting was hdd by the Deputy Director of 
D.G.S.B. with a representative of the firm. As a result of the discus- 
sions in tbis meeting the Company inspectad the plant and submitted a 
detailed estima& .of Rs. 10,0001- foe overhauling and amunhioning the 
plant and converting it into operation under AltarnrPting caurent. As pe: 
Board's instrudians dated 12.5.1967, 12 reputed firms were addressed by 
the N.C. ,to find out whether any d these iirm could b able to do the 
work cm a cheaper rate (i.e. at an expenditure less than the Rs. 10,0001- 
quoted by Bombay Ammonia Co.), and more satisfactorily. Only one 
firm viz. MIS. National Refrigerators and Electrical Works, Calcutta quot- 
ed their rates at Rs. 12,4481- which was higher when compared to Bom- 
bay Ammonia Co.'s rate of Rs. 10,0001- plus 15 per cent profit. 

(70) On 1.4.1967 another meeting was held by Deputy Director in 
D.G.S.&D. with Indentor and the firm. The Indentor was asked to go 
back and confirm if the ddects already pointed out have since been re- 
moved by Bombay Ammonia. 

On 14.8.1967 the Indentor informed D.I. Calcutta that the defeda 
had still not been rectified. 

(71) Although there was need for an air-conditioning plant in the 
Factory and the estimate of the Company (Bombay Ammonia Co.) was the 
lowest quotation, it was felt in September, 1967 by the Board that a decision 
to commission the existing air-conditioning unit by incurring an extra expen- 
diture would have to be taken only after the issue if finally settled by the 
D.G.S.&D. as to whether the firm had discharged its obligations under the 
original contract and delivered the air-conditioning plant to us in proper 
working order, in conformity with the original specifications regarding tem- 
perature and humidity. Oo 30.9.1967 thc D.G.S.&D. was ques ted  to 
give a complete picture of the case with all the details of the comspondcncc 
with the firm and also to indicate the action taken by the D.G.S.&D. to 
force the firm to stick to their original commitments. 

(72) On 17.10.67, the D.G.S.&D. sent a W i l d  note on this case. 
In this note, it was observed by them that the contract on Bombay Ammonia 
was for the supply of Direct Cunent air-conditioning p h t  to maintain 70" 
F at relative humidity of 45 to 50 per cent inside the room. The firm could 
within the terms of the accepted tender supply a mnrnually operated starter 
or an automatic starter provided the above conditions could be sati&ad. 
Thty coneluded that since the firm failed to attain thaw tunpcmhm d 
humidity conditions, h i c h  wacl borne out by the two ihJpbCdoas carried 



a t ,  the firm hadfailed in their contractual obligations. They also men- 
ti& that as it was clear that it would not be possiMa for ,$he firm to 
supply an acceptable plant without additions or alterations at an extra w, 
they would take necessary action to cancel the contra% in Cadspltatim with 
the Ministry of Law. 

(73) Accordingly, the D.O.S.&D. consulted the Law Ministry on 
.21.10.1%7, placing before them the following points for their consided 
opinion : 

(a) Whether we can make fresh purchase at the risk and expense 
of the firm. 

(b) Whether we can recover Rs. 17,000j- equivalent to 80 per cent 
payment of the contract value which has already been paid to 
the firm and ask them to remove their plant lying rejected with 
the consignee. - 

(c )  Whether the consignee can be asked to get the defecl rectified 
at the cost of the firm and recover the extra amount from the 
firm's pending bills with us. 

On 24.10.67, the Law Ministry gave their opinion as under:- 

"The fact remains that the plant was not accepted by the Inspector and 
four defects noted by him were intimated to the firm. This was on 14th 
November, 1 959. Subsequently, negotiations took place regarding the 
possibility of changing the supply system of A.C. and make necessary altera- 
tions in the plant. Howcver, ultimately all these negotiations did not 
materialise. Negotiations were going on in one form or another all these 
years. The firm, under the contract, was bound to supply the plant which 
is guaranteed for a period of one year. After initial inspection before des- 
patch by the Director of Inspection. S.8I.D. Bombay. a final inspection by 
DDNWA. Circle at New I)elhi after installation is contemplated under 
the contract. The guarantee, as provided for under clause 16(f). is for a 
period of one year from the date the equipment is handed over in perfect 
working condition, This handing over can only be after the find i n w o n  
after installation by DDNWA Circle. Such handing over has not taken 
place at all. Nevertheless, the firm under the terns of the contract has 
received 80 p r  cent payment of the contract price according to the provisions 
of clause 16(b). Since they have failed to hand over the equipment in 
perfect working condition they have failed to perform the contract and, as 
such, they are bound to return the 80 per cent payment received by them. 
No doubt there ha$ been a lot of delay after the receipt of the equipment 
by the consignee and after the rejection by the Inspectorate in taking any 
positive action from our side. But this is due to the fact that negotintions 
have been ping on in one form or the other. Under the circumstanm, 



J. S. and L. A. was of the view that a notice may be given to the firrrP 
asking them (1 j  to remove the equipment within a reasonable time ($y 

one month), (2) to pay back tho sum of Rs. 17,6001- received by them 
with interest theceon for the period for which the amount was with thcq; 
and (3) to pay storage charges for the period equipment was in our custody. 

Action on the above lines may now be taken. 

(74) On 25.10.67, the D.G.S.&D. served registered notice on Mls. 
Bombay Ammania on the lines sugested by the Law Ministry above. 

(75) On 6.1 1.1967, Bombay Ammonia stated that tbe decision to rt- 
cover Rs. l7,OOO;- was uncalled for. 

(76) On 28-1 1-1967, as Bombay Ammonia failed to deposit the Gov- 
ernment dues, the Pay and Accounts Oflicer, Calcutta was advised to recover 
the outstanding from any of the firm's pending bills. 



ANNEXURE 'B' 
Regd. No. ME-41334-El1 

DIRECTORATE GENERAL OF SUPPLIES AND DISPOSALS 
Jeewan Tara Building, Parliament Street, 

New Delhi-1. 
Dated 25-10-1967. 

To 
MIS. Bombay Ammonia Pvt. Ltd., 
24, Asaf Ali Road, 
New Delhi. 

Subject: AiT No. SE-11334-EiIj5Ci07 dated 20.5.54 for the supply of air 
conditioning plant at Govt. Opium Factory, Ghazipur. 

Dear Sirs, 

Since you have failed to hand over the equipment in perfed working 
condition and you have failed to perform the contract, you are bound to  
return 80 per cent payment received by you. 

You are hereby advised to:- 

(a)  remove the equipment within one month from the date of issue 
of this letter. 

(b)  pay back the sum of Rs. 17,000i- received with interest thereon, 
for the period for which the amount was with you. 

(c) pay the storage charges for the period the equipment was in 
consignee's custody. 

This is without prejudice to the terms and conditions of the contract. 

Yours faithfully, 
Sd;- S. P. S. BHATIA, 
A sat. Director 01 Supplies 

for Director General of Supplics and Dispoab. 
copy to: 

nbe Dy. Narcotics Commissioner, Govt. Opium Factory, (3hdpr. 
Tbe P. & A.O., Ministry of W.H.S., Calcutta. 

D.I.N.I. Circle, New Delhi, 
D. I., Wum 



(Vids Paragraph 2.3 of this Report) 

R e d *  Payments Accorrnt of the Iron and Sreel Eqduation Fund for the y m  1965-66. 

(As prepared by the Iron and Steel Controller, Calcutta.) 

RECEIPTS PAYMENTS 
----. --- - - 

(In lakhs of rupees) (In 1Plrhr of mpca) 

I .  Opening CIIfi Rdance . . 6307.62 6424.89 1. Payments due to inmsse in reten- 
tion prices allowed to Main Pro- 

2. Surcharge rtprcsenting diffautce d u r n  and the adjustment on 
benveen the mention and selling account of Railway freight on des- 
prices of steel produced by Pro- atches made on f. 0. r. destination 
dusen --- Pasm. 

(a) Private Sector including Mysore (a) Private Sector incuding Mysore 
Iron & S t e l  Company 5o0.98 142.02 Iron and Steel Company 469' 53 

(bi Public Seaor 549 ' 02 104.64 (b) Public Sector . 461.03 

(c) Re-xoUen 35-00 206.70 2. Payment of subsidy on imported 
steel. 

3. Surthrge on imported steel re- 
Drrrcat i I I~  the dtffvencc - 
b e  laded coat md statutory selling 
~fif= 

(a) Tender purchwes . 

75. 54 (b) BuIk P ~ ~ I U C S  on G o v ~ ~ ~ ~ l l q l t  
to Government basis . . T.CA. 



(b) Bulk Purchnses on Gwanment 
to Govanmcnt b u  T.C.A. 

D . t F .  

4. Revaluation of stock of steel with 
stockists on changes in statutory 
selling prices . 

5. Reolisorion from the controlled 
stockist and Export Promotion 
Quota-hoiden on account of the 
difference between the normal and 
conccssiod prices of iron and 
stel  tranrfetred to Nonnll Stock 

6. Recovery of Special Advencee 
from :- 

(3 Tau Jron and Steel Corn- 
P Y  

(ii) Indian Ifon and Steel Com- 
my 

7. Other Miscellaneous Receipts 

0.03 D.L.P. . . 
0.80 3. Payment of subsidy on uports 5.61 

4. Payment to Re-rollers on account 
of Railway freight, transport and 

2.54 other incidental charges on account 
of acquisition of raw meterials and 
despatches of finished steel pro- 
ducts at f.0.r. destination rates . 

5 .  Payments to Controlled Stockists 
being refund of the mount r&td 
in excess on account of revalua- 
tion of the stock with them due to 

changes in statutory selling prices . 0.76 
0.02 

6. Other Miscehnmw Payments . 2-74 

3.36 7. Cloting Canh Balance . 64rrl.89 





APPENDIX IV 
MINISTRY OF FINANCE 

Notes showing action taken on the recomrnendurion of the Public Accoum 
Committee contained in their 20th Report (4th Lok Sabha). 

(Ref:-para 5.2 of this Report) 

Recom~nendation of the Committee: 
The Committee, however, were not impressed with the arguments ad- 

duced before them for the change and felt that they could not agree to any 
departure from estabilshed procedure which would have the effect of making 
a serious dent in accountability to Parliament. 

(S. No. 1, Appendix 11, Para No. of Report 1.6). 

Action tuken by Gorurnment 

The conclusions of the Committee have been noted. 

Recommenduticw o! thr Commirree: 
In the light of the difficulties mentioned in the letter and the assurance 

conmned in thc communication that the provision of funds for cach of the 
Services would in the current year be treated as separate and distinct and 
that no reappropriation of fund\ as between the Services would be canied 
out and that from the following year the previous form of estimates would 
be rcstorcd, the Committee comider that with this restoration of the status 
quo mte, the matter may now he regarded as satisfactorily settled. 

(S. No. 2 ,  Appendix 11. Para No. of Report 1.8). 
Action taker1 by  Goiwnnler~r. 

The conclusions of the Committee are noted. 

Although in the printed Budget pnprs that will be circulated on tbe 
29th February, 1968, therr will be only one composite revenue demand for 
all the thrce Services, in the Committee's view it is desirable that, when 
the Demands arc put to the vote of the Lok Sabha, the Demands in respect 
of each of the thrcc scrvices vi : . ,  Army. Air Force and Navy, should be put 
to the vote of the House scparately, as in previous years. 

(S. No. 3, Appendix 11, Para No. of Report 1.9). 



Action taken by Government. 

The Recommendation of the Committee has been examined in wu8ul- 
tation with the Law Ministry. The Vote on Account was sought in tho 
following form:- 

"That a sum not exceeding Rs. - be granted to the Prmident, 
on account, for or towards defraying the charges during the 
year ending on the 31st day of March 1969 in respect of 
Defence Services-Effective, of which Rs. - shall be for 
Army, including Defence Production, Rs. - for Navy and 
Rs. - for Air Force." 

An annexure has also been added to the Appropriation (Vote on 
Account) Bill to indicate the amounts for the three Services. 

It has also been decided that the final vote should be sought in the 
following form : - 

"That a sum not exceeding Rs. - be granted to the President 
to complete the sum necessary to defray the charges which 
will come in course of payment during the year ending on the 
31st day of March 1969, in respect of Defence Services- 

Effective, of which Rs. shall be for Army, including 
Defence Production, Rs. for Navy and Rs.- 
for Air Force." 

A suitable Annexure will be added to the Appropriation Bill to indicate 
the amounts for the three Services. 

By passing the votes/Appropriation Bill in the above form, it would ba 
ensured that no reappropriation is made within the composite Demand, 
between the three Services. 

Sd/- G. K. ABHYANKAR, 
Jr .  Secretary and Addl. FA I 

MirriJtr;v of F i m e  (Deportment 
nj expenditwe) De/cnce Dlvlsion. 





Reef 3l:nc ic being milled at the Mysore Mill and that the milling 
plant5 in the Champion Reef Mines did not work during 1965-66. 
'i'hc Committee understand that there is a proposal for amding 
thc production of w e  at the Nandydroog Mine and for reopining 
the Northern fold$ of the Champion Reef Mines, which are rich in 
ore. T h e  Committee would like Govetnment to review c t i t i d y  
the :rwking of the millxng plants with reference to the production 
prrpr:wme of the three mines as t n  ensure the most & c i a  md 
i.cor.lcmic working. 

?'hc Committee aiso suggesr t b t  the Central Mining Research Station, . 
Dhanlxid, and the National Metallurgical Laboratory which r* 
itre untlcr the  C. S.  I .  R. .;hould be more intimately associated with 8 
the XIining pn3hIernq of rhe Kolar Gold Mining Undertakings. The 
n ivicr of the (:rntrd Mining Research Sration, Dhanbad, m y  in 
prt~culiir bc taken about the dumping and dispsl  of rejem of after 
the gold is cxtrxTed from the ore. 

'Ihc 8~nun;t tee  note that the Consultants had reawnmended that excess 
Iahmr expenses should he curtailed by retrenchment of unproducrive 
labour and an increax in the  productivity of the kbour retained. 

l h e  Commirtee note that the I'ndertaking has been able to reduce the 
.trcngth from abwt  r 8 . m  men in 1963 to 12,900 at the end of 3967. 
In view of the imperative need for effecting further economy, the 
Undertaking should work out and introduce an appropriate incentive 
dwme tn improving effidency and effecting economy. 

T h e  Committee also recommend that the Undertaking should examine 
and implement the otfler wggwtinns of the Consuitants for centra- 



lization of various standardized functions, accurate budgeting and 
costing and speeding up the compilation of cost figures for various 
operations to facilitate exercise of effective control over expendim. 

The Committee are unhappy that the Technical Committee, which 
was constituted by Government as far back as in January, 1965, has 
not so far submitted its Report. They need hardly stress that the 
Technical Committee should expedite its Report so that Government 
can initiate concerted measures in the light of its suggestions to improve 
efficiency and effect economy. 

t I -61 Ministry of Finance mptt. of The Committee regret to note that though the Undertaking was taken 
Economic AfFairs? over by thc Central Government on 1st December, 1962, no formal 

sale deed has been executed so far. They hope that the sale deed 
will be finalised without further delay. 

The Cwnmittee arc extremely unhappy with the manner in which the 
Central Government agreed in cootravmtion of Article 287 of the & 
Constitution to pay the State Governmat a grant-in-aid equal 
to the amount of the tax refunded by the State Government on el&- 
city consumed by the Undertakings. If the State G o m e n t  had 
to be compensated for the loss of duty on electricity consumed by the 
Undertakings, it would have been better to provide for it s p o c i f i d y  
while settling the total amount payable for the acquisition of the 
Undertakings. The Committee stress that such irregular practice 
will be strictly tsvhewed in future. 

The Committee would like the undertakings to review the invent0 ry lev& 
of the indigenous and imported items of stores with a view to efAtct 
maximum economy consistent with rquiments. 

5 I 082 Minist9 af Finance (beptt. of TheJ Comrnittn note that the declining trend in profits in these f8ctories 
Rhe~ucdiInrwanCc) in 1963-64 to 1965-66, has given place to a substantial mu& of 



1 a 3 4 
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profit in 1966-67 afitt cicduetion. The (3mmime suggest. t&at , 
Oovernmmr should m$te cr careful a o ~ ~ ~ ~ n r a t  of the future dcmaud 
for the export of opium products for medicinal and other uses ao " 
that the production of opium and its Products and the working of the 
factories can be suitably regulated to achieve the best possible r e s u b  

6 I -91 Ministry of Finance @ tt. of The C m i a e e  note that under the costing system introduced in 1925 
Revenue & insuranc8 the cost of manufacture of opium is arrived at by taking into account 

ntity of products estimatd to be manufamid iastead of the 
E&$?pantity produced. This system is defcdvc as : 

(11 it d m  not indicate the uue cost of production ; CI w. e 
(it? the abkari losses (i.e. manufacturing losses) continue to form 

part of c!osing stock tit1 the ~anct'on for write OU is received' ; 

(iii) the non-adjustment of the manufacturing loses in the Pmfit aud 
Loss Account results in idanon of profits and this in turn in- 
creates the amount of capital as profits are adjusted to capital in 
departmental undenakings ; and 

(io) for the purpose of PrCrfit and Loss Account, the dosing stock of 
the semi-finished alkaloids is valued at 9120th of the s e h g  price 
of the dtugs r n a n u f ~ ~ i u d  there &om, whereas m the Production 
Account closing stock is valued on a different basis. 

It is evident that all t hee  factm are bound to affect in various ways + 
b f i t  and Loss Account of these undenakings. The Cormnittee hope 



Do. 

that Government will take suitable measures, in consultation with the - 
Cost Accounts Department of the Ministry of Finance, to resolve all 
these anomalies and ensure the preparation of the Profit and Loss 
Acc0u1lt.s on a standarkd and acceptable basis. 60vemmcm 
should also take early action about writing off the anaa- 
losus in the light of the recent Report of the Narcotic C=ommissi<laret. 

The Committee would like the Deparm~nt to int- its feaatch to 
improve operational processes for the drying and muring of opium 
gnd the stamping of opium so as to improve operational efficiency. 

The Committee understand from Audit that the cost of production 
of the various products mnuEactured by the three faaories during 
the year ending 31st March, 1966, was as follows :- 

Cost of 
Out-pur poduction 

- *Kt?. C - 
KRs. Rs. 

Fikpr Op'tmr. 

Neemuch Factory . 1,33,324 62.03 
Mandsuu Factory . . b037 b.29 

Medicinal. Opium (Ghaiput) 
(i) IMO POW& . 4356 

1 l a 3  

Metphifie a d  Morphine Salt a78 591.33 
Cedcine and Codeine Salt . 2,731 633.18 
Ethyl Morphine H ydrochlorida . 346 801.53 



I t  ib observed that the cohn of production of export opium, Medicinal 
opium (IMO Cake) and Alkaloids (Morphine and Morphine salt and 
Ethyl Morphine Hydrochloride) during rg65-66 had increased over 
that for the half year ending 3rst March, 1965, notwithstahding the 
increase in the output 

The committee would like the Department to take the help of the 
Indian Council of Agricultural Research in order to improve the 
yield and quality of opium. 

The Commince note that the Department have "conceded that there 
hm been .some surplus staff" and that this is one of the main reasons fot 
the incrcasc in district charges. The Committee would like Govern- 
ment to review carefully the strength of the staff in consultation with 
the State Government so as to effect economy consistent by with 
security considerations. 

8. 1'222 Ministry ofF~nancc (Dept. The Committee would like to draw anention to the wide ariaticms in the 
of Revenue & Insurance). percentage of losses on the quantitie3 handled. It varied fiom 

I -71  o/d in I 960-61 to 4.42 in 1957-58. The Committee consider that 
as all the factors responsible for the losses, wig, sun drying, handling 
and adhesion losses, assay variations are common fiom year to ycar, 
there might have been other peculiar facfors which markedly inaeased 
the percentage of lossg in one year as compared to another. Thc 
Committee suggcst that action may be taken on the following lines to 
reduce losses : 



9. I I 30 Ministry of Finance (Dcptt. 
of R69muc and Instunnu) 

(i) Loss statements for each of the factories should be ptepared on a 
yearly basis, as was being done till 1962-63. The loss occcuring at 
various stages of handling and manufacture should be lacwed rrnd 
compated with the norm which may be p r e s c r i i  by Govt. for loses 
at different stages of handling and production, Where the l o s ~ ~ ~  
are markedly high, full investigations should be carried out with- 

delay to locate the reasons and take remedical action. 

(it] As regards losses in transit Government shculd improve the 
arm-ents for the packing and transport of opium, ekanb'te 
errors In weighment by ensuring that weighing scales arc aocurate 
and in general tighten security arrangements. 

(rii) The Committee would also like Government to intensify re- 
search so as to reduce losses in manufctun to the minimup. 
If necessary, the help of the Council of Scientific and Industd 
Research may he taken in this behalf. 4 

It is understood from Audit that the matter regarding the rise in the per- 
centage of losses to 4-49!, and the qxstion whether any norm should 
be prescribed is being referred to an Enquiry Committee. The Cam- 
nittee will like to be furnished with a copy of the report of the En- 
quiry Committee as well as of the action taken thereon. 

The Cornnittee regret to note that physical verifiction of stock u-as n13t 
conducted in the Ghazipur factory for the last four years. The 
phys id verification conducted now has revealed certain surpluses and 
certain shortages. The Committee expect Government to take ne- 
cessary remedial action and ensure that in future verifications are con- 
ducted after prescribed intervals in regard to stocks in a l l  the three 
factories so as to check misuse or malpractice. 



Committee ate surprised that the air-condftioning plant which 
was installed in 1955 has not become operative and that it h O& 7 MW after a lapge of twelve years that Government have wrincn 

I to the suppliers asking them to refwld the amount received end 
' 7 ro remove the equipment. The Committee hope that the marttr 

will now be finabed without further delay and that proper air- 
'. " conditioning facilities will be provided at the earliest, to prevent 

deterinntion and pollution of o ium drugs during packing. The P Committee wopld like to be in ormed of the action taken in the 
matter as also of the prqgress of recovery of the amount from the 
supplien. 

w 

10 2.6 Industrial Development . The ~ o & n i t t e e  hope that pro- jma  accounts of the receipts on acmunt % 
of Ces and the .expenditure therefrom will how be maintained 
required under Rule 18(1) of the Salt Cess Rules, 1964. 

I r 2.18 In lustrial Dsdopment . The Coarnittee find from the details of ex diture that the Fund P" collect@ from the Salt Cess has not been uti ised fully for the purposes 
of d e v h e n t  of the Salt industry as was envisaged in Section 4 of 
Salt Cess Act, 1953, but the bufk of the expenditure was actually tncumd 
'tm the establishment and admini&ration of the Salt o r g d d d a .  
The Committee would like meamres for improving the quality of the 
Salt, promoting the welfare of labour employed in the Salt Industry 
and for the development of Sman Scale units, particularlp thdse h~ 
the <.n-opefadve sector, to be intensified. 

Now that the Centrat Salt Cess Act has been in operation fat the kit 
furtctn yam, the Committee suggest that a Comprehensive mi* 



of its working should be conducted to find out how fbr the o ~ c k t k ~  
of the Act have been fulfilled. The Committee rmg t that the hefp 
of the Central and Regional Advisory Boards for r alt should be m- 
listed to achieve the objectives underlying the levy of the Cess. 

The Committee are n n  able to appreciate why it has talten Goveraaseirt 
more than five years to finalise the hire-purchase tenns on which the 
industrial sheds in Okhla are to be offered to tenants, though a decision 
was taken as far back as 1962 thet the full e c o n d c  rent charged h m  
tenants would be adjusted against the amounts to be recovered to- 
wards the hire-purchase premium. The Committee would lllte 
Government to finalise these terms without further delay and make 
necessary recoveries /adjustments. 

ThcCommittcealsonotethatthearrearsofre~whichstoodatRs.8~a1 
fakhs in Novembcr 1965 have risen to Rs. 13 -80 lakhs (including pural 
interest at 6 percent) in October, 1967. It is obvioas that the maurts 
raken so far by the D e w  Administrafon have not yielded the desired 
malts. The Committee would Iike Government to take more sain- 
gent measures to recover these arrears and also to ensure that re- 
cweries of current rent are not allowed to fall into arrears. 

"x  shoudd be taken to complete the execution of deeds of least wkh 
remaining 31 alfoners. The allotttes should &o & mak to trke 

owt the requisite insurance ats prescribed in the deeds of lease. 

The Committee would like to ch progress made in the above respects 
through future Audit R e s .  



w,p% 2.61 Industrial Development/All The  Committee find from the notes of the Department that, as against 
2-62 Miniavid0 & D e m  the original Budget provision of Rs. 991 lakhs under s m e  of the sub- 

k heads of Grant Nos. 65 and 133, there was a saving of about Rs. 772 
lakhs which represented 77'9% of the original provision. It isis- 
o k r v e d  that the provision in the Budget estimates was not Enade on 
a realistic basis atall. 

The Committee feel that the inclusion of such a major provision in the 
Budget estimates only to be surrendered at the end of the year leads 
to avoidable taxation and inflationary presures cn the emnomy of the 
country. The Committee, therefore, reiterate the observations con- 
tained in para I -16 of their 21st Report (Fourth Lok Sabha) and suggest s 
that each Department should exercise more close and strict c a m 1  * 
over the technique of budgeting so as to exclude such projects from 
the budgetory provision as are not likely to be taken up for execution 
during the year. The Committee hope that the Department of In- 
dustrial Development will prepare their Budget estjmates more &- 
tidy in future and that the Ministry of Finance, before accepting the 
inclusion of a provision in the Budget, will satisfy themselves about- 
the prospects of the amounts being utilized during the year. 

Now that the decontrol of steel has been in operation for the last three- 
yean, the Conunittee have no doubt that Go~enunent will make an 
early review of the functioning of the joint Plant Committee and its 
future set up. 

The Committee would like Government to take an early decision rcz 
garding the reduction in the staff of the Iron and Steel Controller'k 



16 3 . 1 8  Iron & Sreci 

18 3 ' 4 3  Iron & S t d  
3.41 
3'42 

Orgmislltion considering that, following decontrol, m a t  of the re- 
gularory work has devolved on the Joint Plant Committee & that work 
connected with import and export was proposed to be transfend to 
the Chief Controller of Imports and Exports and that the Iron and 
Steel Controller's organisation would be left mostly with dewlog 
mental work. As regards the a m f s  of work in the Price and Accounts 
Division, the Committee agree with the Study Team on the Iron h 
Steel Control Organisation that these arrears should be cleared by 
21-12-1968. The Committee would like Goverament to take all 
necessar?. measures, including designation of staff from the existing 
wength spxhlly for arrears work, so that the target date of 31-12-1968 
is  strictly adhered to. 

'!'he Committee would like to be informed of' the mesures taken to 
clear these long pending arrears by 31-1 a-1968 and to effect a reduction 
in the regular staff of the Iron and Steel Controller's Otganisatim so 
as to achieve maximum economy consistent with requirements. I-# 

'2 
'I'he committee hope that the work relating to the import and export of 

Iron & Steel along with the st& will be soon transferred to the organi- 
cation of the Chief Controller of Imports and Exports and that the 
problem of surplus staff would also be quickly settled. The Camnittee 
would like to be informed when this work is transferred to the Chief 
Controller of Imports and Exports as recommended by the Study Team 

the Iron md Steel Control Orpisation. 

'l'he Cmunittee note that some progress has been made in recovering 
dues from sundry debtors. The Committee would like the work of 
recoveries to be expedited. 

I'hc C; amittee regret to note that no specific reservation was made 
about the recovery of liquidated damages while granting various ex- 
tensions in this case, What is worse while communicating the ex- 



- 
tmian in January 1957, rbe date for shipment was extended upto 
3JSt M w h ,  E957, ''whhtrut ail)' d h t l . "  

The Committee note that Government propose to call for explanations 
from the officers who gave this cxtensim. The Committee would like 
to he i n f e m ~ d  of the action taken in this me. 

'The Committee J t o  desite that, while grenth~ the extcnsim d defiv~g 
periods in such contracts, the Deplwtmsat crhodd tnmrM& rcsarvr 
the right to levy liquidated dmagw in erdar to dqpard the ptrWic 
intenst. 

19 3'53 Iron & Steel 
3'54 

to 3 .Cia Iron & Steel 

The C o d n e e  hwc already rtcammended In para 3 - 1 3  of tbL Repon 3 
that aU amars of wcrrtshauld be cbred by 31at Docmibe, rw. u 
The Committee w d d  like Oevcmman to inzcasHy their eiroms ta 
f i n a h  the remaining cases of liqddafed damages. 

The C&ee would like to watch the progress made through future 
Audit R e w .  

'The Camffzittee feel that with advance p b m b ~  Wc1 cooreibttion 
a& mop initiative, the Ministry couM haw avokkd the expnditutr 
-ring to b. 14,113 irmrre~d on p w m a ~  Qf dan-. They 
hope that the Ministry, beaditing from thh mi#lf e ~ C ~ m ,  will 
br more camhrl in future and ensure that such case do not ncur. 



n B* JI  Mines and Metals 

which was based more on assumptions than on adequate investigation 
and preparation, an infructuous expenditure of several Iakhs was 
incurred without any corresponding benefit to the industry or the 
consumer. 

'The Committee are not able to understand why Government did not 
undertake a detailed hydrographic survey of the river Ganga spedally 
when the Ministry of Irrigation & Power had repeatedly pointed out 
the hperative need for such a survey. The Ministry of Pinmcc had 
also clearly pointed out that the long term benefits of the Project wkre 
open to doubt as it was questionable whether the consumers would be 
prepared to continue to pay for the high transport charges in getting 
the coal by road-cum-river route, while in the case of the short term 
scheme, the total quantities prowed to be moved were no more than 
6 to 7 wagons per day. 

It is obvious that the Planning Commission did not exercise any detailed 
check before according approval to this particufar scheme, when it 
should have been evident quite early that the cost of transport would 
be even higher than the cost of haulage by the Railways. 

The Committee suggest that a detailed study of this case should bc made 
by Government with a view to finding out how such a castly schcnK 
could have been rushed through in disregard of the doubts expressed 
by the Ministries of Irrigation &'Power and Finance. 

The Commitue draw attention to their mr#neadation ca~airatd in 
pera 6.q of theu CWd Report (Third tdr S a b )  sod Lapa thrrx, is 
assured during evidence by the Chairman, Coal Board, the ranaining 
portions of the Ropeways hew started d n g  dwhg 1- Thtjr , 
would like to be informed of the completion and commissioning of the ' 

Ropcway 
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