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Procsedingr of the d t t i n g  of the Public A c w u n t r  Committee 
to a r n d d e r  the Audt Reporta on the Accountr of the Damodar 
Valley Corporation for the years  1954 $5 and 1955 M -. 

lrt Sbtting held on Tuerday, the p d  July, 
1957 

p d  Sitting held on Wehemday, the 3rd ~ u l y ,  
1957 

4pld Si t t b g  held on Thuroday, the 13th March. 
1 958. 

SPwna of the main conc ladons ,  recornrncndationr 
of the %ird Report of the Public Accounts Cammittee 69 78 

Note . peadlcea referred to in the Report printed r s p a r a J y  an 
Adblme I*. 



INTRODUCTION 

I ,  the Chairman of the Public Accounta Committee, having 
bem authorieed by the Committee to present the Report on their 
behalf, preeent this Third Report, on the Audi t  Reports on the Ac 
munta of the Damodar Valley Corporation for the years 1964.56 and 
1965 159 

2. The Audit Reports on the Accounts of the Dmodar Valley 
Corporation for 1964 66 and 1 9 5 5  65 were !.aid on the Table of the 
Lok Sabha on the 8th August and 22nd December. 1956,  respee 
tively, The Committee of 1955 57 wuld not take u p  examination 
of these Accounb and Audit Report thereon. 

8. The Committee examined these Audit Repcrts at  their 
sittings held on the 2nd and 3rd July, 1957 

4 A brief record of the pmceedings of the above two sittings 
of the Committee has been ~ainta ined and fows Part I1 of this 
Report 

5 .  A perusal of this  and o the-  reports of t h e  Public Accounts  
Committee should enable us  to draw certain l e s sons  i n  regard to 
the planning and execut ton of  national projects of such  o magni 
tude It i s  essen t ia l  i n  the in teres t  of  pvoper financial control 
and economy a s  well a s  of s p e e d y  execut ion that detai ls  both of  
the es t imates  and the construction phases of a Project of this 
magnitude should be worked out  wel l  in advance before i t  i s  taken 
i n  hand. Frequent v v i s i o n s  of the scope  and de ta i l s  of a project 
are in  mos t  case s  due to lack of  advance thiniring and detailed 
planning which vi t iate  the financial control of  Parliament even 
aa, such  a srtuation i s  unsat ls  factory porn the point of  v iew of  
administrative control 

6 The Committee feel that Government should be read? with 
detai led planning a s  wel l  a s  es t imates  before they  come to Par 
l iamsnt  for the sanction of a project I t  is hoped that the ewpe 
rience of the Damodar Vol ley  Corporation will be a guide to the 
administration i n  future. 



7. Another proble m which  requires immediate a t ten t ion  i s  the 
ques t ioa  of es tab l i shment  charges at  th i s  s tage  of the  Project  
Although the  Project i s  in  the final phase of i t s  cons truc t ion ,  t he  
es tab l i shment  expenditure has shown  no  corresponding reduction. 
The  Public Accounts  Commit tee in the  subsequen t  pages have 
made certain recommendations t o  e f f e c t  economy in t he  admin i s '  
tration and it  i s  hoped t he se  recommendations w i l l  be implemented 
E oon. 

8. There have been discussions in the House as well as in 
the State Legislatures concerned about the future constitution 
and setup of the Damodar Valley Corporation. T h e  Commit tee 
feel  that  a  comprehensive amendment of the Dunodar V a l l e y  Cor .  
pcuation Ac t  shor ld  only  be t aken  up af ter  mature cons idera t ion .  
T h e  Project i s  not  ye t  complete  and the proper time t o  make any 
changes  in the A c t  w i l l  be when  t he  administrotrve a s p e c t  of the 
Corporation t a k e s  precedence over  t he  construrtiori phase of the  
Project.  

9 .  The Committee wish b point out that despite repeated 
recommendations made by successive Committeos on Public 
Accounts the notes,/memoranda called for by them are not sub- 
mitted within the prescribed timelimit. In thls particular case, 
the Ministry of Imgation and Power and the !I w;~odar Valley 
Corporation took more than S months to futnish only partial in- 
formation. Inbrmation on same important points, affecting the 
overall financial working of the Corporation had not been f u ~  
nished up to the h e  the Committee finalisod this Report 1-k 
Commit tee des i re  t o  draw the attention o f  Parliament t o  the  
long de lays  i n  get t ing no t e s  and rnernorcnia porn  the adminrs 
trat ions.  As  already po~n tpd  out b y  :he Cornmittre tn  pura 2 
o f  their  Second Report  ]9,;7, .such ahnormnl de lays  hamper  t h e  
proper functioning of the  C o m m i t t e ~ .  The  Commit tee would 
oace again impress  upon the  i f i n i s t r i e s  of the  Government  of 
India, t o  furnish the  information ra l led  for b y  the  Commit tee  
wi th in  the s t ipu la ted  timc. 

10. A statement showing the sunmay of the principal 
~~nclusions/recommendations of the Committee is also appon- 
ded to the Repon, 



11. The Comrni ttee place on reoord their appreciation of tho 
rrsiafanoe rendered to than in thdr examination of the 
Aooounta by the Cornphllrr end Auditor-Oareral of India 

(T.N. SINO!I) 
NEW DELHI, Choirman, 

The 13th March, 1958. Publ ic  Accounts Committee, 



I ' 

DAMODAR VALLEY PROJECT - IN RETROSPECT 

The Damodar Valley Corpordaon wasoonstituted under the 
D.V.C. Aat, 11048 wi th  the object o f  developing the Damodar Rivet 
Valley i n  Bihsr and West Bengal. It is a multi-purpose pmject for 
the unified development of the Dmodar River Valley. I t s h m e  
diata objectives are: (9) Flood oontml; (2) Irrigation; (8) Genera- 
tion and transmission of Electricity; and (4) Promotion of all-the- 
year-round Navigation, 

Revision of Es t ima te s  & Torget D o t c s  

2 This Project was estimated to cost Re. 79.25 crores in 
1951 at the time of Its first 'blue print stage', The estimate, 
however, underwent revision a number of  times, first during the 
year 1953; then in 1965 when it w a s  subjected to scrutiny by an 
Ad-hoc Committee appointed by the Oovernmentof India and then 
again in 1067 when it  wae last revised. In the pmcesathe total 
estimsted cost of the Project hasgone up to Rs 102.92 cmms 
which R ~ O W R  an increaseof Rs .  25.87 crores over the original 
estimates. Statement I' at the end of this chapter shows the 
details of the upward revision i n  the estimstes. 

3. Explaining the reasons for th revision of tbe estirnatea, 
the Corporation explained as follows:- 

(a) It was only i n  1951 after the Chief Engineer joined 
duty that detailed engineering estimates of the 
cost of the first phase of theproject was made 
for the first time; 

(b)  Even these estimateswere very rough, as field 
investigation had not been completed and the Dam 
sites were not selected; 

(c) There were other handicaps also i n  preparing the 
estimates - lack of experience of Indian engineers 
i n  building dams and antamiliarity with large 
scale mechanised construction, ignoranoeof the 
American Cbief Engineer in regardto Indian con- 
ditions and non-availability of complete and 



(d) Othor reasons nttrihuted are several clran~es in designs 
~ n ?  expmsion of the smpo of wdc, delay i n  the deli- 
very of constmlction equipment and difficulty in ym 
curin2 spares andincreases i n  the price of c ~ s e n t  and 
s b d ;  5ld 

( 0 )  T h e  incrocrses i n  prices of r.0 L. mid in ..Z19ilvB RY 
fraigat i n  1957 hzve &:!tiin p u t  tho latest es t imate  
i n  the wmng 

4. :,\ hile ti.o Committee appreciate the need f3r ,11 \icing allow 
ailcos for variations i n  the estimates of A ?mjwt  of this .aa;pi 
tuds fcr unfcresven factors, tnqV feel tti ot R Larger ;, i lst of vrgi a 
tions w w  ~.ttri,htnble to causes \i!~ict codd hr~ve I~ecn ~ni ic ip t~ .  
ted, had there been pmper pimain; nnd f o rn t i i~~gh t  

5. One of the eff~,c:te of t l ~ e  rs,isi:ms r,f  the ustixates ha3 
soiification of the construction scbedclas of t h n  different units 
co.;iprising tile ,-;~,loi!U ",idlqr Pmjzct. Not SL sin;;ie unit of 
the Projsct has h e n  cor,l?lotai by the dste fcrocast i n  the esti, 
mates prapared i n  19,5;. The Jclays rnngod from 2 months in tilo 
case of Cokaro Themla1 ? lmt  to 30 months i n  the case of M ~ i t h o n  
C ~ W .  Irr the c aseof tho ? ,=chot hill D s ~ i  ~ q ( i  ? O W O ~  :louse, the 
tetrget, rlatssfixed in  1957, viz , i?ecwber, 1958 are stated to i)e 
under further revisicn, If targets fixed i n  the constructian scbe 
dule of  n projact :&re s~lbject tO SUC'I  froquent changes, i t  would 
be advisable not b r?rlnc,unce ~rlq 3 :::I. !'i.: 4 : f.krgi?t~, +n t h  :it 
f d s e  hopes nsy not he raised i : ~  the  i..inds of the people. T~51e  
'11' s t  the end of this ? h n ( ~ h r  s h n v t s  e.t 'i glmcs the revision af 
the target datesfm tilo conplerion of tile various ilnits from t i ~ l o  
to Lima. 

Purposes of the  Project  

4. . .4 ccorcling b~ the Corpration the 3 '4 P n j a c t  cxmstittlfml 
a scharne of unified di?velopnent of the valley as  i t  as c ~ n  
ceived by ib plannar~ and exmination n f  each individud un i t .  
i n  isolation would pmbably be contrary b the spirit of the schorna 
In the Voortuin Plan all tho iila3s !*3rs intended to rJorvo tho three- 
fold purposesof flood contml, i m g a t i ~ n  and power Su b s s q ~ e ~ ~ t l y ,  



on the advice of experta the entire flood protection  tora age was 
tzaneferred to the Lower dams at ilaithon and Panchot :Iill, t i e  
uppet dams in Tilaiya and Yonar being loft to oerve the purpoaea 
of irrigation and power only The latter, howover, dooa act as a 
flood protection meanure to a limited extent. The Konar Feaervoir 
is also intended to  upp ply coolin,: water ta the 3okaro Power Sttt 
tion. The Corporation feelo that these purposes have been achieved. 

7.  T h e  Commit tee  regret their  inab i l i t y  to share  the  s a t i s f a c t i o n  
o f  the  l7. V .  C. i n  t h i s  mat ter .  Tak ing  irrigation first. t h e y  u ~ o u l d  point 
o u t  tha t  a l though t h e  T i l a i y a  dam w a s  comple ted  i n  December ,  1952. 
i t  h a s  n o t  been  found poss ib le  to u t i l i s e  the  wa ters  for irrigation 
purposes  even now.  ,411 that  has been  a c h i e v e d  during the  l a s t  f ive 
years  is t ha t  a  I!igh L e v e l  Irrigation S c h e m e  cos t ing  about  Ils. 7 7  
l a k h s  has  been u o r k e d  ou t  w i th  t h e  concurrence of  tlze Government  
o f  Rihar and i t  t s  under  the  cons idera t io l  o f  t h e  S o c e m m e n t  o f  
India. 

4 s  regards zrrigation i n  the I.ou,er I,'alle?., though the  Durga- 
pur barrage i t s e l f  uas completed in  . Ipr i I .  19.75,  t h e  progress i n  
u t i l i sa t ion  of  i t s  u.ater i s  held  u p  b c c a ~ s e  of  certain l ega l  d i f f i cu l  
t i e s  encountered b?. thc Government  s f  B e s t  Pengai  In l e v y r n g  
w a t e r  ra tes .  

S o  far ns h'onar dam i s  c o n c c m e d .  t l ) r , . ~  .rutted a t  o  
c o s t  o f  Rs. 9 R crores . i t  h a s  not 6cen jound p o s s i b l e  to u t i l i s e  
t h i s  wa ter  for irrigation purposes  e ~ * c l i  n o u .  

A I I I $  level irrityuon sci ioi~c cowtin? ' * s .  3 lakhs is  mdor 
L!o connidoratlon of rAo sovern. ,en t 

It i s  a l s o  doubtful u h e l h e r  an? h ! d e /  pou,er can L C  generated 
e c o n o m i c a l l y  a t  A'onar. Even in regard to s u f ~ p l ? ~  o! cooiing water  
to  the Iiokaro thermal power s ta t ion .  i t  /.as i t s  own l imi ta t ions .  

R .  Accor.fin~ to thc Corporstl~n ti,c four t 1 n . l ~  of t:,e louar 
Valla) Project \!.hen coni$leted, would pronoc i t8~mll l t j  fro 1 the 
hiqheot recordod floods, v i z . ,  (5.50 000 cuseca It  nss been urged 
by the Corporation that complohon of the now d r n l n a p  channcls 
and improvement of tho e x i ~ u n ~ ?  ones have helped to rnitl;,ste tho 
dlecta of the i ~ ) 6 9  flooas. 



9. I The Committee note that the Project has mitigated Me podsi- 
bility of floods in the *Y Valley, , T h e y  would, however, s t r e s s  the  point 
that flood control was  only one of the ob jec t s  of the Project.  , But 
complementary action of afforestation and so i l  conservation h a s  ye t  
t o  be undertaken Thus  only one a spec t  of the multi-purpose project 
has been  partially fulfzlled 

Increase in  the cos t  of consh&uction es t imates  ( ~ n c l u d i n g  the es tab-  
lishment charges) as  a resul t  of frequent revis ion i n  the  e s t ima te s  

10 Another result of the revision in the estimates w a+@ oon- 
sequent increase in expenditure on eetablisbment charges, An in -  
creasein expenditure has occurred mainly under the following heads:- 

ji) Est&blishment; 

(ii ) Work-charged and operational establishment; 

(hi) Maintenanceof Workshops; 

(iv) Rise in the cost of materials, eta 

Because of thechanges in the target dates for completion, 
additiond machinery had b be purchased to carry on work simul- 
taaeously at two sites, For inetance, additional machinery h a d  
to be purchased for the Panchet Hill Project due to delay in the 
releaseof machines by theMaithon Pmject. . According to the 
Coporation, the cost of the machines which bad to be purohased 
in this case amounted to Rs.27,S 1akh.s vide pata 4 of A/R 1954- 
55. The total exua cost including the extra establishment cbergee 
has been estimated by the Coporalion to bebver 105 lakhs as 
follows 

(la lakhs of Rupees) 

(i) Additional cost i n  h e  purchase 
of machinery fa Panchet Hi l l  
Dam. 27.50 

(ii) Extta cost on account of es$b. 
lishment charges at 

Maithon Dam, 12,OO 



(In lakhm of Ruprrd 

Extra coat on account of e i  tab- 
liahmeat chargee st Panchet 
Mil Dam. 15.00 

Further increaee in the es tab  
liahment charges of the Maithon 
(Re. 26.72) and Panchet 'lill 
dame (Ra. 1.'1.78) 4 1. A0 

Extra coat on (a) Tilaiya ( R s .  
6.10 lakha) and (b) Konar 
(Re. 4.57 lakhs) dame. 9.77 

Total: 106.77 

incidence o n  the  A d m i n i s t r a t i v e  C h a r g e s  

11. Apart from the above extra expenditilrc on o~tabliahment, 
which muld have been avoided by better planning and coordination, 
the adminietrative expenditure on the Project ha8 not shown any 
decreaee although the Project is in  the final phase of it9 construe- 
tion. 

The Committee feel that the ai tuation requires a close 
ex&nination. 'They have suggested i n  a suosequent chapter in 
thia Report certain economies 55. w y  of reducing the staff both 
on the mnetruction site and at the 'hadq~artera of the Corpora- 
tion. T h e y  t m s t  the  Corporat ion wil l  address  i t se l f  to this q u e s -  
t ion and k e e p  the  expend i ture  on Adrninis t ro t ion to t h e  minimum. 









8 MaithbnPowerHouse End of June 1954 June 1955 April 1957 1 Unit in One Unit completed and 
1953 June 1957 put to operation in October. 

1 Unit in 1957. 
S ~ p t .  1957 
1 Unit in 
D e c - ,  1957 

9. Panchet Hill Darn End of End of End of June 1958 Dec.,  1958 
1954 1955 1956 1 

) Under further revision. 
10 Panchet Hill Power House Dec . 1955 Dec . 1956 July 1958 D e c  , 1958 ) 

11 Transmission and Distribution i)ecernber. June 1955 Work in progress Further revised target date is  not 
syslcrn 1st stage 1954 available. 



GENERAL FINANCIAL REVIEH. OF THE EXPEN. 
DITURE OF THE PROJECT DURING THE YEARS 

1954 55 AND 1955-56 

14. The Damodar V d l e y  Scheme which is a multi-purpose 
pmject aims at. (i) Flood control; (ii) Irrigation. (iii) Pmduction 
of electricity, (iv) Pmmotion of all-tho-year round na*tion; 
and also (v) Pmmotion of afforestation and soil ccnservation 

15. Pursuant to these objectives a phnsed programme was 
worked out The present pm3ramme comprises ( i )  four dams . 
atTilaiya Konar, hlaithon andPanchetHil1 with ahydro. 
electric station attached to each (except in the case of Xonar 
where the construction of the station is still under considera 
tion); (ii) a thermal power station at Bokaro with 200,000 K h 
ultimate capacity. (iii) a grid covering over ROO miles of trans 
mission lines and a number of sub stations and receiving sta 
tions: ( iv )  an imgation barrage at Durgapur with 1,550 miles of 
imgation.cum~navigation channels 

16. The total expendture chnrgeablo to these ?mjscb  i s  
allocated among the three main objects v i z  , Power, Irriga 
tion'and Flood Control and the total anoun t of capitnl i w 
pmvided by the three participating Governments v i z  . tho Cen 
tral Government, the State Governments of Bihar and 3est 
Bengal in the manner envisaged i n  Sections 80.36 of tho D V C.  
Act, 1 9 4 8  The Corporation has to pay interest at such rate 
as may from tine to time he fixed by the Centcal Goipernment 

The followin!: amounts were pmvided by the Pnrtici 
p a n g  Governments during the years under review 

Central Government 3 30.36.000 2 34.64 000 22 66.05.167 



West Rengal Governmedt 8,89,51,000 9,61,30,000 48,44,41,633 

Bihar Government 1 ,80,00,000 1,37,88,000 15.93,77,000 

13,99,97,000 13,83,82.000 87*04,23,800 

The total capital expenditure during these years and to 
the end of the year 1955-56, on the three main objects v i z . ,  
Power, Irrigation and Flood Control i s  shown below: 

object  During During Total to  the 
1954-55 1955-56 end o f  1955 56 

Power 4,43,48,223(8) 4,89,98,049(b) 45,64,97,216(~) 

Irrigation 5,65.73,186 5.75.1 1.949 24.30.01.631 

Flood Control 4,48,94,773 3,95,57,755 16,6?,41,152 

Total 14,58,16,182 14.60,67,753 86,57.39.999 

(a) includes a credit of Re.83.54 lakhs on account of 
sale of Power and a charge of Rs.101.68 lakks on 
acoount of woeking expenses of the Power System. 

(b) Includes a credit of ks. 136.34 Lakhs on account 
OF sale of Power and a charge of Rs.77.67 lakhs 
on acoaunt of working expenses of the Power System. 

(c) Includes a credit of Rs.319*87 lakhs on account 
of s d e  of Power and a charge of Rs.257.78 lakhs 
on acmunt of working expenses of the Power System. 

17. The Konar Dam was completed in October, 1955, while 
the Durgapur Barrage was cbmpleted in  April, 1955. 

Wth the completion of Durgapur Barrage, Bokam Themd 
Power Station, Tilaiya and Konar Dams, the centre of activity 
h a s  now shifted b the two key Dems and Hydm stations at  
Maithon and Panchet Hill and the conneotsd Irrigation Cannls, 
apart b m  the Transmission and Distribution Systsms. 



18. Para 2(a) Audit Report, 1954 55 and 
Para 2(a) A udit Report, 1955-56. 

Allocation of Expenditure under Section 32 of the Act. 

In accordance with Section 12 of the D V C A'ct the functions 
of the Corporation include 

12(e) The pmmotion of afforestation and control of soil e m  
sion in the Damodar Valley, 

'12(f) The pmmotion of public health and the agricultural, 
industrial, economic and general well being i n  the Damodar 
V alley and i ts  area of operation . 
Under Section 32 of the D V C Act, the expenditure on these 
objects shall be treated as common expenditure payable out 
of the fund of the corporation' 

19. I t  has been reiterated in the Audit Reports under examination 
that the question of apportionment of expenditure on soil conservation, 
afforestation and other development works under Section 12(e) and (f) 
of the D V C Act i s  still under the consideration of the Centrd Govern 
ment and pending a decision on the question, the expenditure incurred 
thereupon h a s  been allocated proportionately to the three main objects 

20. The question regarding the allocation of expenditure on other 
authorised objects, v i z .  afforestation and soil conservation has 
already been dealt with at some length i n  paras S to 8 of the 18th 
Report of the Committee relating to the Damodar \'alloy Zorporation 
The Committee had desired that this question which had a v#al 
beatinz on the overall financial working of the Torporation should 
be decided without any further delay The Committoe, however, 
regret to observe that not much headway h a 5  heen made i n  t h i s  
direction. They note that the matter was referred by tho D V C to 
the Attorney General who gave the following opinion in  February 
1956: 

(i) Expenditutg not directly chargeable to Power, Irrigation 
and Flood Control i s  covered by Section 32 of the D V C 
Act 

(ii) I t  would be preferable to have heads of expenditure 
corresponding with each of the n e i n  md other functions 
and activities of the Corporation instead of showing the 



expenditure on afforestation, soil emsion, public health, 
agriculture, industriaL,economio and general well-being 
etc. under Ovechead and General charges. 

(iii) The expression iCommon expenditure' used in Section of 
32 of  the Act means expenditure to be shared equally by 
the participating Governments, 

The Committee understand that the Governments of Bihar and 
Bengal have not agreed with the view that the expendi Lute on develop 
mental activities undertaken by the D.V C- should be  shared 
equally by the participathg Governments a.ld the matter i s  being 
further examined by the Ministty of Irrigation and Power in consulta- 
tion with these Governments and the D V .C 

21. The Committee are anxious that this question which invol. 
ves the allocation of a total expenditure of about R s  183 lakhs (upto 
December, 1956) should be decided without any further delay They 
desire that the budget estimates should in future present a more 
correct and realistic picture of the financial working of the Corpora 
tion. 

P a r a  2 ( b )  - ,4 udit  Report  1 9 5 4 . 5  j and 
Para  2 ( b )  Audi t  Repor t .  1955 5 6  

Al loca t ion  under S e c t i o n  33 

22. The dams at Tilaiy a, Konar, Maithon and Panchet Hill aro 
intended to serve more than one of the three main objects 4ccor 
ding to Section 33 of the Act, expenditure common to two or 
more of the main objects is required to be allocated to each of the 
main objects in proportion to the expenditure ~ h i c h  according to 
the estimates of the Coporation, would have to be incurred solely 
for that object This allocation has not yet been fin ally made 
by the Corporation The Committee would stress the need of an 
early decision on this question. 

Fmrn a note submitted by the Corporation, the Committee 
note that this question was referreed in November, 1956 to an 
a d h o c  Com~nitteeconsistin~ofrepresentativesoPthe D V C 
find the participating Governments. This Committee had sought an 
authoritative legal interpretation of certain provisions of the D V.C 



Act relating b this question and the matter  w a s  stated to be under 
the consideration of the Oovemment of India in the Ministry of Law. 
The Committee would once again repeat the teaommendation made 
by them in Para 0 of their above Report and desire that this ques- 
don should be settled expeditiously. 



I I I 

E N G I N E E R I N G  

Para 4 of Audit Report  1954.55 and paras 3 and 11 
of Audit Report  1 9 5 5 . 5 6  .. Delayed construct ion 
s c h e d u l e s  and upward reors ion of the E s t i m a t e s  
of Maithon and Panclrec Y i l l  Projec t  e t c .  

23. The construction schedules of the vstious Pmjects under, 
taken by the D . V . C .  had bean revised several times and invariably 
there had been extenrions of dates of completion, the longest ex. 
tensions being i n  respect of Maithon. Panchet Hill and Durgspur 
Irrigation Barrage and Canals. The table below gives the position 

Maithon End 01 1953 June. 1954 June 1955 June .  1956 

Particulars of 
the Project 

Panchet H i l l  End of 1954 Endof1955 Endof1956 hlarch,1958 

Barrage 1953 54 1954 55 End of  1955 

Dares of Completion 

Canals 1954 55 1955 56 June 1958 

As per 1st 
Schedule in 1951 

24. Between 1951 and 1954, the dates of cornplotion had been 
put off by nearly two years The Committee understand that the 
pmgramme for completing the & wer Houses at Maithon and P anchet 
Hil l  has been further revised as follows 

As rrvierd In 
August. 1952 

(a) Completion of en?ction and 
commrssronrng of the fit3t 
generating unit at Maithon 

(b) Other two Units  at M Rithon 30 9 57 and 
31 1957 



(o) P sndet Hill Power Hoaee - December, 11958 

95. Side by side with the delay in the execution of tbese 
projects, tbe estimates regarding tbe obst of canatruction have 
6186 been revised in an u p w d  direction from time b time as 
indicated below:- 

(Rupees  in l a t h s )  - - 
Particdueof 
Pm ject REV'ISED E S T ~ A T E S  

Ae in Revised in Revised Revised Actual Expan 
October, March, in June, in bguat, ditare ti l l  
1953. 1955, 19%. 1955 Mmch, 1956. 

2. PANCHET HLLL 
(a) Dam & 

Appanenmt 
Works 1110 1273 1390 1456 8 36 

. The adrktionel expenditare accruing up to the end of 
1oW-56 a result of the delay in the execution of the projects 
on eccouat of estaMiahment and msintemmce charges doas naa 
been assessed at B a , S  lekhs [or Maithon a d  Ra.29 laidus fx 
P snchet Bill. 
97. : The D.V.C. have given the following explanations for 
delayed omstaction schedules a d  u p w d  revision of the esti 



mates in respect of the above two Projectsa- 

Delay in Construction Schedules 

(i) Anticipated schedules of delivery of equipment and 
regularity of inflow of spare parts were not maintained. 

(ii) Paucity of experienced operating and maintenance personnel. 
(iii) Geologists' expectations regarding rock for aggregates did 

not materialise. 

(iv) The construction schedules were optimistic 

Upward rev i s ion  of Es t imates .  

Expenditure on items like Fee for consulting Engineers; 
more buildings for establishment and labour, establishment 
on account of prolongation of construction period; special 
Tools and Plant; additional works and higher costs etc. 
were not provided i n  original estimates 

Non-availability of earth materials in adequate quantities 
and low efficiency of earth-moving equipment. 

;Jnexpectedly poor quality of quarries i n  the vicinity of 
dams and difficult nature of rock. 

Iigher coat of repairs and maintenance of construction 
oquipment 

Lengthening of the period of construction and delay i n  
securing dolivery of concreting Plants. 

Change i n  the site of the Panchet Yill Jam in  1950 and 
subsequent alterations i n  designs. 

I t e m s  ( i i )  to ( i t ! )  a b o v e  are a p p l i c a b l e  to Maithon P r o j e c t  on ly  1 

28. Explaining the reasons for delay i n  obtaining spare parts the 
representative of the D.V.C. stated i n  evidence that these had to be 
obtained from American markets which normally took 9 to 19 months. 
Since tho Bngineers of the Corporation were unable to forecast the 
spare8 that would be required, a lump,sum order for 157 of the total 
value of the machinery and spare parts was placed and the type of 



spare parts to be supplied was left to the manufacturers whose 
advice w a s  not always disinterested. The Corporation was thus 
faced with a surplus of the slow moving spare parts which were not 
in demand and a shortage of fast moving spare parts which were 
urgently required 

The explanat,ion does not meet the point that even after 
the Corporation took direct responsibility for indenting of spares, 
similar lapses were noticed after 1952 also 

2 9 As regards other factors which retarded the completion of 
projects, the Committee wereinformed that the full allocation of 
cement and steel was not obtainable between January, 1966 to 
May, 1957 on account of break down in some factories and delays 
caused i n  the movement by the railways and thnt the go slow policy 
of the labour i n  early 1955 was also responsible for delay to some 
extent The Committee wew, however assurod that tho revised 
construction schedules would be adherod to 

30 Among the steps taken to ensure a regular supply of spare 
parts in future the Committee were informed that on the rocommen. 
dation of the Construction Plant and Llachinory Committee the 
Government of India h a d  set  up a h'ational Project Construction 
Corporation which would ultimately have two central Pools of 
machinery and equipment . one at Kotah and the other at 
Nagarjunasagar The Committee also obsene from a note submit 
ted by the D .V C that certain cnt.egories and makes of m actlinety 
in use on river valley projects hare been standardisod and t.hat 
the i) ;3 S. & D have entered into rnta contracts w i t h  the t,dppliers 
of these machines to enable the projects to draw their demands as 
and when required The working of titese rate contracts have 
shown that during the last one or two years the suppliers have 
been able to comply with the demands for sparo parts expeditiously 

31  Such delays, i n  execution it is aamitted resuit i n  
increasing the cost of the project With a view to fi:lding out the 
effects of such delays i n  the t3 V C the Cornmittaehad called for 
a note to show the extent of increase i n  the costs of the projects 
attributable directly to delays i n  oxecution According to the 
note submitted by the D V . C  the total extra cost on establishment 
alone due to the delay i n  completion of the Maithon, Panchet :lill 
f ilaiya 8: Konar Projech has been e~timatod s t  Hs 80 lakhs 



This does not include the extta cost on account of work-charged and 
operational establishment maintenance of workshops and rise in  the 
cost of materials. 

82,  While the Committee can appreciate the  ex is tence  of minor 
de lays  and bot t le-necks which are inevitable in any large construc-  
tion project, they are unable to accept that de lays  such as t hose  
resulting from non-stocking of essent ial  spare parts were either i n -  
evitable or normal. From the facts placed before them they  are led 
to the  conclusion that the delay in the execution of t he  project and 
the consequent increase i n  cos t s  could have been substant ial ly  
curtailed with proper planning and foresight. They-  trust that  i t  
would now be possible for the  Corporation to adhere to the revised 
schedule for completion of the  projects. 



STORES AND MACWNERY 

Para Nii)  pu:chase of unsuitable Wagon Dril ls  

33 I n  this case, 12 C P T Wagpn DriUa were purchased at a 
totd cost of R s  1. qg,004, for the excavation of Diversion Channel 
of tbe Maithon D a n  These drills were found unsuitable for the 
work and had to be abandoned 

34 In eddence, (the representative of the I) V C stated that 
though these drills were of standard speci fication they proved un  
suitable because of the difficdt took fbrmation which could not be 
+.sualised at the time of purchase 

35 F r o m a n o t e ( A p p e n & x I ) s u b m i t t e d b y t h e D V C  thecorn- 
=ittee observe that the erst inatalment of 4 C P T drill@ w s  pur  
chased in November 951 and purchaee orders for another 8 C P T 
Q i U s  were placed in December 1951 It hae been ex+lained by the 
C V C that no technical advice was considered necessary before 
making purchases as the drills were of standard make and were con 
sidered suitable for the rock conditions known at that time The Corn. 
mi t h e  are unable to accept this explanation The Committee observe 
from the note submitted by the D V C tbatin January. ,1963 the Chief 
Engineer had expreesed a preference for purchase of drills of another 
make He had accordingiy suggeeted cancellation of the previoue 
purchase orders but later he agreed not to disturb the orders already 
placed The Committee feel that i t  would have been prudent co try out 
the d d l s  purchased i n  Novembe-, 1 9 5 1  0s  an expe~imental measure 
befo-e proceeding with f-esh purchase 

A s  mgard~ the dispoeal of the surplue d r i U ~  the Cornnittee 
were informed i n  et4.dence that 3 drills were used i n  D V C Collieries 
4 had been flansfernd to Nagarjunamgar Pmject and the remaining 6 
were proposed to be aold In  the open market The Committee would 
suggest that the wnaining dl'lla should be dicrposed of expeditiously 



Para 7 f i ) .  Bokam Thennot Power Station Purchae of Block-making 
Machines. 

39. A maohine for manufacturing hollow concrete bloaka required 
for the mnatnrctdon of the Thermal Power I-louee building a t  Bokaro 
wm purchased i n  December, 1951 at a cost of Re, 12,382/-. The 
machine proved quite unsuitable a t  3okaro and was transferred to 
hlaithon in May, 1952 for manufacturing block for oonstruction of 
buildings. Only 10,660 blocks coeting Rs A t 8  39/ were manufactur . 
ed there; even them were not used on any work The total outlay 
on tbe machine as well ae on the hanufacture of the blooks aggreb 
gating to Rs 13,198/. has proved nugatory 

37. In July, 1962, another block-making machine was purchased 
for R s .  1,13,334/- with a view to transferring the machine to 
Maithon after i t  had been ueed on the menufacture of the block8 re- 
quired for the Power Xouse Building at Rokaro. But, the idea of 
building structures with hollow mncrete blocks was eventually 
abandoned This machine hae been lying idle since March, 1953 
with a depreciated value of R s  98,233:'. 

In the couree of evidence, the representative of the D.V.C . 
informed the Committee that the first block--making machine w a s  
purchased for building houses on the advice of certain Engineers 
of the Cement Company that thi e method was cheaper and more 
expedi tioua than building with bridcs. Later the D V C. En~yneers 
found that t&ie method was unoconornical and the proposal wee 
dropped. After manufacturing Dome blocks at  Bokaro, which were 
not found to be owng enough, the machine was transferred to 
Mai &on. 

88. Ao to reasons for the pu r~h f t~e  of aecond block making 
machine cooting about Ra 1 18 lakhs. i t   as etated that the origi 
nal design of the wdls of the Dokaro Power Iiouoe buildin8 cm- 
tanplated the uee of burnt  brick^ but the f i rm witb whom an order 
was placed for the purpose, had failed to mmplete the supply 
In view of the urgency of the work i t  was decided to complete the 
construction with hollow ooncrete blocka and the s-nd 
machine was purchaeed for this purpose The Committee under- 
~ t a n d  that the idea of building structures with hollow ooncrete 
blooka had oince bean abandoned and the Latter are trying to d i s  
pose of the blockmaking maahine to the Durgapur Sted Plant. 



T o  spend Rs, 1.13 l akhs  in purchase of machinery for a job oost ing 
no! more than R s  1.5 lakhs  is no doubt an  a c t  of  Polly. 

39. The Committee, however, wanted to know whether any 
technical advice had been taken before deciding to purchase the  
Hollow Concreta Block machine. 

40 In a note (Appendix If) submitted to them, i t  h a s  been s ta ted  
that  the block-machine was  ordered by the  Res iden t  Engineer Bokam 
who had s ince  left the  serv ice  of Corporation in  Ju ly ,  1963 and tha t  
no  records were available to indica te  whether any further speo ia l  
technical advice was  taken before placing tb orders ,  

41 The Cornnuttee are surpn'sed to note that the first rnarhine costirtg 
about R s  12.332t' should have been purchaed b y  the D V C merely on  
the advice of certain Engineers of the Cement C o m p a y  without proper 
investigations regarding i t s  su i t d i l i t y  and that afte- i t s  unsuitability h d  
been proved it  should have been m e v l y  trmsferted to Mdthon instead 
of making an enquiry a9 to how such a mcrchine was purchased As regards 
the purchase of the second machine: the Commrttee feel that since the 
first machine had d-eady  proved a failure at Bokaro t.he D V .  C should 
have met their requirements of blocks whidh were rather of a s p e c i d  
tmd limited chmacter ('worth Rs. lL/2 lakhs)  by  drrect purchase from private 
suppliers The Committee are amazed t h d  in order to meet this 
limited requirement of blocks. the DVC should have  undertake^. the 
purchase o f  a second machine costing Rs.  1 13 lakhs They cannot help 
concluding that the persons who initiated and approved of this purchase 
were unmindful o f  the f i nmc id  inte0p.9ts of the Corporation. The 
Committee would further l ike  to be aypn'sed of the d i sposd  of these 
machines 

P m a  8(ii)  Spares for the Eorthmov~ng machinery under the Mechmicd  
Division 

42 Spare parts worth more than R s  2,39 lakhs pertaining to 
the Earthmoving machinery were declamd surplus in October, 
1954 Out of the surplus, the value of those which have not 
been drawn at all since their purchase amounted to R s  1.72 lakhs 
In some cases, kesh  purchases were made in considerable quan 
t i t ies even though fie spares of the same c lass  previously pur" 
chased proved surplus. I t  has  been explained that the transfer o f  
the machines to other projects prior to the receipt of their spare 
had caused a surplus of not l e s s  then Rs 2 19 lakhs. 



48. The Cofimi ttee were informed in evidence that thwe ~ ~ u r p l u ~ ) e ~  
had rWulted on aocount of accumulation of slow moving 8,)are psrt.9 
which had been purchased on the advice of the mmufacturero in tile 
initial ~ t a g e a ,  

Explaining the reamno, the Chairman, i l .V,C.  stated in his 
evidence before the Committee that ~ince i t  wau very difficult i n  
the beginning, theD V.C Engineers being unfamiliar with the useof 
machine, to have the requirements of tho80 spare part.9 estir,rated 
accurately, they had mo~tly to rely upon the advice of the manufac- 
turere which they had l~topped since 19159. 

44. A s  regards the fresh purchases of spare8 which had previouslj 
proved ~urplus,  the Conmi ttee were intorn; ed t h ~ t  the inden t9 for 
these spare8 were placed when tho Corporation had no knowledge of 
thooo surp1uae.s; and i n  these cases, the field Engineers did not 
anticipate that these p v t R  would ultimately prove ~urplue. It had 
also not been posnible to transfer the spares along with the machine8 
transferred to othor Xiver tralley Project8, a8 the otheh Pm)ects were 
reluctant to take over the .slow moving Rpare parts wtiich were not 
li!rel>v b be required rhe Cornmi ttee were informed that thio ques- 
tion was being taken u , ~  with D.0 S 8; I) and inatructions had been 
insued that the lib& of durplud spare part8 and other equipmen& 
zh,odc !je circulated tn all tho Projects before dieposal Since 
thore was some diffic~lty i n  connecting the q n r e  parta wi th  the 
chan;inj modola of machinerg, Government had set  up a special 
I,irectorata i n  the Central !lator and Power Commission to co-ordinate 
the work. 

4 5 The Committee are unable to appreciate the implicit reliance 
evinced by the Corporcition on the aduce of mcmufacktrers of machinery. 
They feel thut instead of relying solely on the advice of &'he manufacntrers, 
the Corporation should have made efforts to assess the actud consumption 
of spares either fmm their own experience uith these muchines or ftom 
the expen'ence of others who had utilised such machines in the past 

The Cowunittae would like to be apprised of &'re disposal o /  
there surplus abres .  



AUDIT REPORT - 1955*56 

Para 10 - Overstocking of spares.  

48. ' In this case, la contract wasentered into with a firm in 1950 
for the construction of theKonar Dam..  The contract provided only 
for the supply of equipment by the Corporation to the contractor 
and did not expressly provide for the supply of spares by thecot- 
poration to the contractor. The Corporation, however, purchased 
spares worth Rs.4,75,887/- pertaining to the equipment. ' The pld- 
vision for the issue to the contractor of spares already ordered or 
procured was made in a supplementary agreement dated the 10th March, 
1951 which provided inter alia as  follows:- 

h'The Corporation shall supply to the contractor whatever 
spareshave been procured or ordered for the equipment 
already supplied or t~ be supplied by the Corporation to 
t h e  contractor under the terms of his Agreement and 
that thereafter the replenishment of the stock of spares 
shall be entirely the responsibility of the contractor 
who shall. (therefore, dake active steps in time to pro. 
cure fresh spares so  as to maintain a sufficient 
CeSeNe. '" 

Most of the equipment worth Rs. 37 lakhs were delivered 
to the Contractar during the period from August, 81960 to June, 
1951 but the value of sparesissued upto completion of work 
amounts to only Rs, l,6 1,143,' i . e . ,  only about one-third of the 
value the spares purchased, In January, ,1955, the Corporation, 
asked the contractor to lift the spares i n  atock or in default 
to bear theloss, if any, i n  their disposal. Taking into account the 
spares issued to other Departments of theColporation and those 
sold out, dm belance still lyingunused in stock on l e t  May, 11957 
was about Rs .  1.04 lakhs. 

47. : During the couree of evidence, & e  Committee were inbnned 
that thiscasehad been referred to Arbitration on 7.1.57 andthat the 
Arbitration proceedings were expected to be completed by 
Oatober, 11067, ' But the Ministty o f  I & P have not eo far apprized 
the Commitbe about the weult of the arbitration proceedings. , In 



the abarnos of  thir, the Committee are obliged to reserve their com 
mrntr in  thlr case  till they hear in the matter, fccrther. 

Pama 1 3  - Ezcess ive  Purchare of materials due to incorrect I N  V E N  
TORY of stores. 

48 Eady in 1962, during the couree of boiler erection, the 
Engineers of the Kuljian Corporation who were enthlsted with the 
work of oonetcuction of the Bokaro Power House, took an inventory 
of the materials in ttre cusbdy of their Erection Sub zcnttactor and 
prepared a list of materials found ahort or dmaged while in his 
custody. On the baaia of thia inventory, fresh purchases of mater 
ials Cound short or damaged were made from time to time Upto 
September, 1958 about Cs. 2 lekhe worth of purchases were thus made. 
Thia sum wee also debited bD the BubContzactor s account Sub- 
sequently on completion of the work, i t  was b u n d  that materials 
wo14hI'n.!iq,300,' were still at site and that the cost of these makr- 
f ale plus the cxlebma duty thereon totalling Re 84600, (appmx ) 
had been debited to the Sub Contractor's account in excess These 
sulplus materide were, however, taken to stores for future use 
U p t ~  the snd of November, 1966,  materiala wotth R s  9000, only 
were used on the jobs pertaining to the construction, operation and 
maintenance of the Power Kouae end the utilisation of the balance 
of materials was, therefore, awaited The incorrect inventory pre 
pa rd  by the Kuljian Engineers waa, however, mainly responsible b r  
purohases in  excess of immediate requiranenta 

48 Explaining the circumstances under which an incorrect 
inventory of stores had been prepared resultin8 in excess purchase 
of etores, the Committee were in bnned in evidence that on ~ccoun t 
of a dispute between the Kuljian Corporation who were en. 
h a t e d  with this work and their aub amtractor, the latter had 
refused to gjve a clear inventory of the material in stock. In 
order, however, tn avoid delay in construction, the ICuljisn 
Corporation were asked by the D,V.C. to prepare en 
inventory expeditiously m &at neceesary purchases could be 
made i n  time. During fhie pmcees discrepancies had  crept in. 
Out of Rs,gg,ooo,', worth of surplus etorea, the D V . C .  had 
dmdy urred stores w rth Rs. 22,000,! . The Committee were 
dm indomed that the aubamttrctor had Bled a suit of 
R8. 28 lakhs against the Kuljirn Corporation and the I1.V C' 

ampenration for delay In execution of the work for which 



he was not responsible. The 
of ds progrerr of thir care.  
rrrr tve  their comments. 

Commi t tar wouJd like 80 ba ~rpprirrd 
In the meantima. the Cornmittas ttrould 

Pam l i  - Audit Report 1954.55 E r c r a a  CoUrction of materidr 
at Mai thon. 

60- In thie case 8,34,48q Rft, of R S, Joists valued at 
Ii~.7,9<,275/'  were purchaeed in the latter h d f  of 1949-I50 a d  
sbodcea in a rented siding at Calcutta until the :aid& of 1953-84, 
when the matedale were transported to the Workshop at ;4aithon 
with a view to utiliae them in wodcs. The total rent paid dot the 
siding amounted to Ra.25,000/- approximately. 60 far only 8,000 RfL 
WOW Ea &487/- were issued bo wodcs and the reat of the m e t d e l e  
valued at Ra. 7,67,78g/ were still to be wed. 

In evidence, the Committee were inbrmed that thie purchase 
w a s  made in anticipation of requirement in view of the apprehension 
of shortage of steel at that time. This material was stored in Cd 
cuUa lbr p years as the Corporation had not decided upon the 
Maithan Pmject The Cornittee were also informed that more them 
half of the totel quantity of steal had since been sold et a profit 
of Rea 1.6 lekhe. In a note furnished to the Committee (Appendix UI) 
i t  has been stated that the then Financial Adviser had mncurred in 
the purchase of these Joista 

51. Again, in another case, 77,457 Rft. I k S  Plates worth 
Rs. 6,74,8i3&'- were purchased in Dececiber, 1953 and January, 19 114 
b r  the fabrication of 20 Noe, Under Sluica Oatas Qr the Meitbon 
D m  in the Departmental Workehop Dut & e  to a derision arrived 
at in  July, 1954 Ibr undertaking the menu faoture of only one Oata 
in the workshop, this material aleo became surplue and the value 
of material atill lying unused amounted to about Re. 5 g lakha. 

Dtlring examination of tbie case, i t  wee explained that the 
M.S. plates were purchased on tbe besi s of the original propoeel for 
installation of 50 Oatee (80 b r  Panchet and 20 b r  ~ai thon)  
Later, on  the advi ce of the b a r d  of Coneultants, the number was 
reduced to 1~j( 10 b r  Panchet and fi for Maithon) At a aubeequent 
meeting of the Board of the Consulting Engineere, i t  w a s  deciaed 
that instead of fabricating the gates in the Maithon departmental 
workshops, undtw sluice gabe miat  be purchaeed, whi ch had been 
tded b r  neny years. The Committee were el- inbmisd that part 



of the eurplue ated waa utilized by the D.V.C. and part had 
been requisitioned by the other agenciea of the Government of 
India. On account of the nee in prices, the D.V.C. had made 
a pmfl t of nearly Rs BOO/ per ton. 

69.  In these two cases  though there had been fortuitous 
profits in the diaposal of the surplus materialr, the Committee 
cannot overlook the lack of proper planning which the circums- 
tances reveal. In the several cases of excess  purchases and 
consequent accumulation of surplur s toms  reported ta them, 
the one common factor which the Committee has noticed i s  the 
absence of m y  realia tic appraisal of requirements before 
making purchases. 

58. Fmm a note received from the Minietry of IgP . 
(Appendix IV )  the Committee observe that in I]. V C alone sur 
plus stores awaiting disposal on 81 et July, 19157 amounted to 
over Re.82 lakhe of which no lees than Rs.50 lakhs were 
acwunted for by Plant and Machinery In this connection 
the Committee would irk? to reiterate their of t  repeated obser 
vation that the maintenance of e zcess t ve  stocks involved 
the tax payer in  a fou: fold loss  thepe i s  loss  of interest  on 
capital unnecessarily locked up there i s  loss  an'sing from the 
possibility of the stowes be'orning obsolete and unsaleable or 
dirposable only at a rate lowe. than the cost  price. there i s  
also avoidable expenditure on care and macntenance staff be 
sides expenditure on storage accommodation 

The Committee should l lke  to be apprized in due 
course of the latest  position in respect of disposal of surplus 
atoren in the D. V. C, and at other Projects undertaken by the 
Government of India. 



FINANCIAL IRREGVLARITIES AND INFRUCTUOUS 
EXPENDITmtE 

54 The Cornwitten n ~ w  prrjcesd to  d a d  w i t h  someof tho 
important finm~inl i r r e g u l n r i t ~ e s  and case3 ~n\'olt'!ng nugstory 
ruld infructuous oxj tand~ture  disclosed I n  the Au(i4t ?loports 
under examin ation 
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men t had axed any ceilin g Q the pri ce preference 
in the favour of indigenous manuhcturere. 

) Whether the Corporation had conaidered the desirability 
of inviting freeh tendere after the Qovernment s deci 
aion to give a pdce preference to the Indian firms wae 
known and whether the lowest tender among the Indian 
firms was accepted 

Whether under the terns of the agreement, variation, 
in the price of steol was admissihle in the case of 
deli veriea made after the stipulated dateof supply? 

From a note eu bmi tted by the Ministry of Irrigatioo and 
Power to the Conmi ttee (Appendix V) they find Bet prior to 
25 7 66 the policy of the Government with regard to indigenous 
manufacturers only permitted a limited degree of preference in 
price where the purchasing officer wae satisfied that such a rnea 
sure was justified Specificorders regarding the quantcir;: ~ f p r i c e  
prefemce were issued by Government on 25 7 195.4 on the recom 
nendation of the Stores Purchase Committee to the effect that 
generally a price preference upto 15:; for indiaenous pmducts 
over the inpvrkd goods including Custoli;s dup should be admit 
ted In the oaseof certain specified stores the preference mar 
gin muld be increased to 25% where adni tted y the indigenous 
industry wae not i n  a position to coffipete wi th  foreign nanufac 
turere within thegeneral limit of 15% becscseof low import duties 
or small turnover, or higher costsof raw materials and amponente 
etc 

As retilards (ii)  i t  has been explained by the :&:.lstry that 
towards the end of July, 1954 one of the icdigenous firasintima 
ted that they were agreeable to readjust their prices to 15% obovo 
those of the foreip 6nn exclusive of sales tax subject to their 
getting an order of 50% of tho towers required The quotetion of 
this firm was scrutinised by Govern~nent end they om siderod the 
price differential of 162 justified in \ ~ . i e w  of &+or, avbilsbility 
of  high tensilo steel i n  the aountty and the cor.sepuent use of 
larger quantitiee of mild steel for fabrication and the low irr~port 
duty on imported bwers This quotation was vcoordin$y acoep 
ted Including sales tax the pdce preference allowed to this 5m 
worked out to about 20% which was tho lowest among the indige 
noue tendeters The Corporation didnot odl b r  heah mders  on 
the'ground that the value of the tenders received from thcbthac: 
Indian firms was much higher and there was no pmflpect of getting 
lower tenders b r a  then] 



7 .  The Committee note from the agreement oonoluded with 
the fim that over and above the Q0% prioe preferenoe (inclusive 
of sales tax) allowed to thie finn the Corporation had also to pay 
Rs. M) per ton as the differenoe between the f o.r. Bombay rat- 
tendered by this Knn and the f 0.r. Caloutts ratee accepted by 
the Corporation. The Committee further note that there were 
two other firms of Calcutta whose tenders were 21.5% and 23.7% 
over the quotation of the foreipp firm (inclusive of sales tax) 
In their opinion i t  would have been worthwhile to negotiate with 
those firme also aa the difference between their quotation and 
the rates accepted was small and there was a reasonable proa- 
pect of getting a competitive and probably a better offer Prow 
these f ins .  

As regards (iii), the Committee have t;een inbmed that 
the firm has been paid a sum of Rs .  1,34,946 under price va- 
riation clause in reapect of steel drawn upto 15.12 1959, and 
that thie payment includes Re. 24,864 on account of price varia- 
tion which took place after the due date of delivery viz 30th 
June, 1966. 

Bt  She Committee ate unable to see kov  the question o f  my 
price variation taking place after the guaranteed dute o f  com- 
pleCton of supplies could conceivably entitle the contractor to 
any com~eneation. The Committee consider that as there A m  
been a default on the part o f  the contmctor i:' adhetifig t o  the 
date o f  completion, that circumstance would justify the impclsi- 
Cion of  penalty or liquidated &magee but cannot confer on him 
a right to claim paymenta which he could not hace c2nined i f  he 
had fulfilled the contract in  time. 

The Committee should be icformed i t  due couree o f  the 
extent of the penalty imposed on tne firm, ant1 d a o  o f  the re. 
c o v e y  of the overpayment on account o f  price uariatim. 

Para 6flj - Nugatory Expenditure - ~'urchiase o f  8aZl Vi l la  - 

y Two Ball 'Aills were inattilled at  MaiQon i n  Eecember, 
1858 a t  a totel oost of Re. 1:25.087 Por grindic~  half-burnt 
bricks in the expectation that the pulverieed bricks, i f  added 
to the mncrete mixture would atreo&then the aonorete 'The 
Chief Enejneer, D.V.C stated i n  his evidence t h t  wbon tars 
T C,M. Expert visited the site i n  February, 1054, he qumtioned 



the suitability of Us p.artiaular shale for admixture with oenrent. 
Further teats were, therebre, conducted and i t  was decided that 
i t  was not dedrable to use this machinery as  i t  would be detri- 
mental to the quality end strength of the conoreta, 

The idea of using the ahale was abanhned and the ma 
chinery was not oommiesioned a t  all. The Committee are inbnned 
that these two ball mills have since been sold bo Bhakra Nangal 
Pmject at  a depredated value resulting in a loes of Re. 18,781 
to tbe D. V.C. 

80. The records Q not show that expert opinion was aneu l  
ted bedore these machines were purchased The Committee are 
of the opinion that this n u g a t o y  expenditure could have been 
avoided had the D.  V .  C. taken expert opinion befote going in for 
these  mil ls  ins tead of after 

AUDIT REPORT 18 56-69 

Para 4 Power House fccou;ation ( a )  Yon acceptance of lower t  
tender, w d  ( b )  Execution of work without agreement 

6 1. Tenders were invited by the D V C. on 14.10 08 for the 
Maithon Hydel Power House excavation estimated to m e t  
RE. 41.80 lakhs. By 80th November, 1 g53 the date for opening 
the kindera, three tenders were received The main item of work 
was maic excavation (80,300 cubic yards) of which the eetimatea 
mfs was Ra. qg,<g/ per cubic yard. The lowest tenderer quoted 
Re. 6l/ per OJMC yard end the seaond lowest tenderer R s .  68, 
per cubic yard, fbr this itan The Project Manager wae opposed 
to giving the work to the lowest trmderer because he f d t  that 
the m& excavation was not feasible at  the rate quoted by the 
lowest tenderer, even though the estimated rate b r  the item was 
only Re. qg/g,/- per aubic yard. The Chief Engineer gave one 
more reason why he thought that the loweat tmder ought not to 
be ooaepted Aaoording to the tender Qaumeab, tbe whole 
work w r s  to be aompleted by go 11.64i.e., in about 12 montha, 
the work being started not later than aays after the accep 
t rnca The lowest tenderer undertook bo complete the wrk with 
in 16 montha While the aeoond lowest tenderer demanded 21 
month8 time. The Chief Engineer cbubted the capacity of the 
loweat tandem to aomplete the work within 18 monthe. (The 
work actually took more than 2 years to complete). 



h h i l e  the  tenders were under examination the  qusntity of 
rock excavuPon was  reduced to 58,400 c. yds. i n  Cecember, 1963. 
Negotiations with the lowest  and the second lowes t  tenderere 
were then started fbr fresh ra tes  B o t h o f t h e m  were agreeable 
bo do t h e  work at their previously quoted rates,  but the  aeoond 
lowes t  tenderer wanted a guarantee that  t h e  minimum quantity o f  
rock excavation should n o t  f d l  below 58,400 c. yds. On 9 1  1.1964 
t h e  Coporation eventually decided b re ject  all the tenders and 
call for freeh k n d e r e  Fresh tenders were invited in February, 
1954. Two of the three tmdenrs who had quoted previously r e s  
pondec! to the second invitation but the  lowest  tenderer did not 
Ae a result, t h e  second lowes t  tenderer a t  t h e  time of f irst  call 
became the  lowes t  th i s  time This tenderer, however, wantea 
a guarantee in respec t  o f  t h e  mini~uum quantity of rock excava 
tion o f  58,400 c yds  and the minimum value of the  work viz., 
n s .  6 1  flfl l akhs  and s t ipula ted that  t h e  penalty c l a u s e  should be 
dedeted and the  security deposi t  reduced ftom 10% to 6% But  
without se t t l ing these  conditions, an order bo start work was 
i s s u e d  to thariin March, 1964 T h e  value o f  the w o k  with the 
revised schedule  of quanti t ies mmputed a t  t h e  loweet  ra te  on 
the  d r a t  ca l l  w a s  Rs.  43 74 l a k h s  while tha t  a t  t h e  accepted 
ra tes  was  R s  5 1  56  lakhs ,  the difference being R s  8 l a k h s  
epproxir;: a b l y  

5 2 T h e  final contract  w a s  executed in J u n e  1066 when the  
work had  been ahost  oompleted T h u s  i t  took two years  for 
t h e  work to b e  completed by th i s  con tractor. I t  may be recal led 
that  o n e  of the grounds for rejecting t h e  Brs t  l o w e s t  tender was  
h i s  st ipulation to complete in 1 5  months ins tead  of 1 2  months 
as required.. In f i n d i e i n g  the  contract, the Coilowing deviations 
from the terms of the tender were made; 

(i) Provision b r  extra  paymanta for widaning the =a 
gency ehaf t  required ibr the working h c i l i t i e e  of 
t h e  mn tractors. 

(ii) Deletion o f  t h e  penalty c lause  lor delay i n  comple 
tion of t h e  work 

(iii) Reduction o f t h e  seouri ty depom t f m n  10% to R"o 

(i v) Extendon o f the time of completion from N o v m  bet, 
1864 b Febmaty, 1954 



The following three pointa ariee in thie case  

ji) Whether there wae eufficient juetification b r  re 
jeoting the tendera a t  the Arst call 

(ii) Why was the loweot tenders at the 6rut call omit 
ted while awarding the contract by negptiationo 

(iii) Whether the delay in executing the agreement 
with the contractor and deviations allowed in the 
terms of the tender were juetified. 

9 8 Explaining the circumstances under which the tendcra 
a t  tne first call were rejected. the representative of the C.V .C .  
stated in evidence that while the tenders were under examina 
tion they were advised by their consultants that the original 
quantities of excavation which had been eatimated a t  80.300 
cubic yarde, .when the tenders were called, 'would be reduced 
to q8.400 cubic yards Ae the reduction in the quantity 
was likdy to affect the rates. the Corporation considered i t  
better to retender for the revised quantity Further. i t  was 
stated that the price variation between the three tsnders being 
very great the Corporation felt that by retmdering, the margin8 
m i a t  be narrowed down I n  the opinion of the Committee the 
explana~on o Rered before them hao no vdidi g. whatsoever 
an the loweat tenderer was agreeable to do the work at  the 
original rates tendered. notwith.stending the reduction in the 
estimated quantity of work and had said RO categorically in a 
letter dated lqth January 1 g64 to the 3 V C 

9 4 The Commi ctee are a t  a loss to understand why the 
Project Manager should have opposed the giving of the con 
tract b the loweet tenderer on the ground that the lowest 
tenderer s rate of Rs 51 :- per cubic yard w a ~  unrealistic 
when the Corporation's own estimate was Rs 49 8, per 
cubic yard They are equally puzzled by the objection raised 
by the Chief Engineer againat the acceptance of the loweot 
tender, They are informed that the said tenderer was a well- 
known fin of resourceful conttaotors who had done aeveral 
major worka for D V C. They therefore, feel that the reasons 
given for rejecting the lowent tender and for inviting fresh 
hadem are altogether untenable 

4 The Committee were informed that when the lowest 
hderec at the Ktet  call did not reteader in response to the 



second indtation, no further attempt was made to ssoertain 
whether the Lowest tenderer would be willing to undertake the 
work at the ratee previously quoted by him. They fail to un 
derstand why the Corporalion ditd not make suoh aa attempt 
which might have poesibly meant a eaving of about Re.8 Lakhs 
to the Corporation 

q6 A s  regards the exteasion of time allowed to the Con. 
tractor the Chief Engineer D V C informed the Commitbe that 
this was allowed \n  view of the bad quarry mck eocountered 
during excavation and the subsequent decisi.on t~ change to 
concrete for the Power House Chamber The Commi ttee were 
assured that the delay was not attributable to any lapse on the 
part of the contractor 

97.  Explaining the dd,ay i n  the completion of the agree 
ment $the repteeen tat; vee of the D V C atated that this was 
due to the necessiq of negotiating separate rate8 b r  certain 
items work which could not be *Aeual!sed earlier The basic 
portion of the agreement had, however %been Pindiaed much 
earlier which covered a large portion of the proposed work 

88 The tendency on the pa-! of the Engcneers to p .oceed 
with the execution of um-ks w:thout com,ng to a formal agree 
ment w::h the cont-a;to-s rhouid be  disccu-aged and defini te 
i n s t v c & c n a  rssued :n thrs pegad It zs egrettable that  such a 
p-acttce i s  at ail countenanced by the admzntst-at~on despite 
the Committee : cf:--epea!ed recommendatzon a5 reiterated i n  
P a w  25 of their 18th Repo-t on the D V C that save  i n  some 
ezceptional crxumatances  no wcck of any kind should be corn 
menced without the p-io* execution o f  the cont-act documents, 
as such a coutse  not  only undemlner  the -ecognised canons 
c f  business p-udence but a lso  a: t imes tends t o  place she 
Govenrment at the me*cy of the cont-acro-s 

p a ~ a  6 h g a t o - y  expendr tu-e on swimming Pool 

99 The Maibn Dam Project estimates smctioned by the 
D V C En March 1968  included a Rum of Re 48 zoo/ under the 
head K-~ufldings'"fot  two swimming pool a to provide ameai 
tiea to the increasing populath at Maithon The ooastruction 
of one of the pools was undertaken i n  the compound ot the 



MJthon l a b u r  oamp, 'and upto Maroh 1964 an expenditure of 
Rs. 27,868 was incurred on i t  . The work had, ,bowever, 40 be 
euapeoded lor about 9 years lor non- avsilsbility o f  a auction 
pump required for pumping watet into the pool. Meanwhile in 
February, 1964 the Corporation d rec t ed  that Lrther expendi- 
turn under the a b v e  head under which the bta expmdtu re  
had a r e a @  exceeded the pmvidon should not be incurred. In 
July 1 9  54, the Corporation also dedded  not  t i  aonstru c t  the 
seoond pool on the grround that the work a t  Meithon was ooming 
to a close shortly. 

70 Soon after the nugatory character of the expenditure 
whioh by then amounted to Rs. 27,886/- on the first pool had 
been pointed out  by A u d t  in  August, 1966, the work on the 
first pool wae restarted in diwegard of the dreot ions i ssued  by 
the Corporation in February, 19 5 4  The il rat  pool was a m p l e  
ted in April, l96e after incurring a furthw expend ture of 
Rs. 12,600 (appmn) despite the fact that the Maithon dun waa 
expeoted to be completed by the middle of 1 ~ 5 6 .  

7 1. In the oourae of evi denoe b e b r e  the Committee the 
representative of D.V.C. s ta ted that the directions issued by 
the C o p r a t i o n  in February, 1964 related only to fresh items 
a9expenditure and i t  waa not the i n t a t i o n  of the Corporation 
to stop w r k a  elre.@ in progress, As  regards the justification 
tbr tbe aonstnrction of a ewimrning pool a t  Maithon, h e  stated 
that even alter the d m  aonstmctioa was completed, Mlithon 
would amtinue to be the headquarters of the maintmnrnce see 
tione with a staff of about 1000 penrme. In the Comnit teeWs 
opinion, however, there Uias no jurtification for reruming d e  
oonrttuction of the pool after rorpenaion for a long period 
when the construction work at Maithon D m  hod baen practi- 
cally completed and the bulk of the labour force for whore bene- 
fit thir pool wa.a being constructed had baen diaperad.  They 
feel rtrengthenrd i n  A i r  view as ,  they learnt that, no ruch 
r w i m m i n ~  pool atneniy had been thought of by the D. V.  C. either 
at Bokaro or Konar or T i l d y a  or Durgapvr. 

Para 8 - Avoidable expenditwe in constructing Ranchi - Patna 
Diurrrion Road. - 

79. The D u n o d u  Valley Coporation w a a  requid under 
hoeion 96 of tho D.V.C. Aot, 1048, t~ provide an r l tomrt ive 



route to  replace a portion of  the Ranchib3Patna road which was to be 
submerged by the Tilaiya Reservoir. T h e  Government of Bihar under. 
took in March, 1951 with the ap proval of the Government of India k, 
construct a diversion road a t  an estimated cos to f  R s  16 03 lakh8 
Since the Government of Indiadesired to bring th is  d i v e r s i m  road b 
the  National Highway Standard. they agreed to contribute a sum of 
Rs 1.13 lakhs being the extra estimated cos t  of bringingthe road 
to the National Highway Standard The amount pa$le by the  D V C 
under the above scheme of construction of the Diversion Road by 
the Government of Bihar muld thus have come to R s  14 90 lakhs  

73. The l3.V.C . however, did not accept the  above proposal 
instead they suggested in September. 1951, a n  alternative and more 
economical alignment estimated to c ~ s t  only R s  13 50 takhs 
This  was approved by the Government of India in N3vember. 1951 
subject  their i n b n n a l  cz~mmitment to bear an expenditure of 
Rs 1 13 Lakhs as their share .  The w3rk was .  , t h e r e f ~ e .  entrusted 
to the  D V C .  who had several  units of eartk moving machinery re. 
quired for timely completi3n 3f the wsrk and had guaranteed the 
completion 3f the mad, including a bridge 3 \ w  the Barakar. 
befare the  target date v i z  . J u n e  1952 The c ~ n s t r u c t i ~ n  ~f the 
road with the e x c e p t i m  3f tannacedamising w a s  actually c3m 
pleted in O c b b e r ,  1952 During the course of csns t ruc t im the 
estimates f3r the  mad were revised 6 times. the final est imate 
k i n g  Rs.  27 77 l a k h s  In addi t i ~ n .  can expenditure 3 f  i3.s 34.000 
was incurred on the establishment of a new d i v i s i ~ n  created fnr 
the purpose. Audit has also p ~ i n t e d  3ut that due ts the  failuro 
t3 complete the 8arakar bridge before the r n m s ~ o n  of  1952. ,an 
amidable  expenditure 3f Rs 9 1.781 had t~ be incurred 

74. In the c3urue 3f h i s  e v ~ d e n c e  b e f ~ r e  the  G m n i t t n e .  .the 
repmsentrrtive af  D V C s t a t s d  that the C o r p x a t i ~ n  undert33k 
the responsibility for construction of the  mad Dn the  b a s i s  
3f the 3riglnal e s b m a t e  of Rs 13 5 i akhs  w h i c h  they h a d  c3n 
sidered w u i d  be more ec3nxnica l  than tho 3 i h a r  Gs\ ernment .r 
estimate zif Fits 14 Lakhs This est imato prsved ta be inncc.urato 
and had ta be  revluod a number of times a s  the engineers  of the 
Cxporat ian were not  convorsant w i t h  the  s tandards  prescribed 
far h 'a t imal  !Iighway Road 

In x d e r  to enab le  them ta examino this c a s e  i n  further 
detail.  4he Cxnmittse desired to be furnished with a n3ts  giving 



1 

the  r e w o n s  which led the  D.V C. t~ undertake thipl responsibility 
and t h e  circumstances which necess i t a ted  repeated revis ions  of 
t h e  estim stes* 

75. Fmn t h e  no t s  furnished by t h e  D8V C. (Appendix VI) the  
Committee observe,  that with a view to find a cheaper  al ternative,  
the Corporation prepared 3 alternative schemes for t h e  diversion 
road. T h e  D.V C recommended scheme (No.3) estimated to c o s t  
Rs.13 50  l akhs  s i n c e  i t  would involve the  Corporation in a net 
expenditure of 12 37 l a k h s  only; agains t  Rs .15 9 0  l a k h s  involved 
in the  Biher Qovt 's  proposal. All t h e  four proposals including 
the o n e  from t h e  Bih ar Government were forwarded to the Govern- 
ment o f  India and the  Government of Bihar and t h e  D V C offer- 
e d  to const ruct  the bridge and road mentioned in scheme No.3 
within o n e  year  provided orders were i s s u e d  immediately. 
Scheme No.3 of the  D V C was approved by the Government of 
India in N ~ v e m b e r  195 1 as it reduced the  d i s tance  between 
P a h a - R m c h i  and P a t n a  Calcut ta  by 4 miles  and provided an 
additional bridge on the  Btrrakar T h e  Governrnenb~f  India  a l so  
decided to entrus t  the  work to t h e  D V C s i n c e  they had guaran- 
teed to complete the  r o d  before J u n e  1952 and had available 
with them earth moving machinery for th i s  purpose 

Explaining the  repeated revisions of the  es t imates ,  t b e  
Corporation have s ta ted  tha t  the f i rs t  est imate w a s  prepared on 
t h e  assumption tha t  the  diversion road was  to be  of the  same 
standard as We abandoned road T h e  engineers of the Corpo 
ration did no t  ful ly  appreciate the e x a c t  implications of con 
struction o n N  ational Highway standard While the  D V C admit 
that  a further clarification on th is  point should have been so t  :ht 
from the  Government of India they have urged tha t  s ince  the 
work was of a priority nature i t  was  s t a r t ed  in the  reasonable 
belief tha t  the  Government of India would pay t h e  difference 
involved in ra is ing the  road to National Highway standard. T h e  
preliminary es t imate  of September 1951  provided for the con 
struction of 6% miles  toad and a bridge on the Barakar. Hhile 
approving this scheme i n  November, 1951 the  Government of 
India made certain vital c h e n ~ e s  in specif ica t ions  including 
improvement of an addition d length of 3 miles  road and the  
conversion o f  a c a u s e  way into a high l eve l  bridge. 411 t h e s e  
changes  wore i n m r p o r e h d  in the  revised es t imates  o f  Rs.20 
1aWIs prepared in May, 1952. T h e  subsequent  revision 
to Rs.27 77 l a k h s  i n  November. 1953 was  necess ia ted  
b y  t h e  changed .specifications for the  road and t h e  



bridge intimated by the  Government sf India fram time ta  time and 
the deeper excavatian necessitated for the  bridge 

76. The  D* V C have further stated that  s ince  the  discsrdod 
portian of the Ranchi-Patna road did nat  c m b r ~ n  to full specif i -  
cations of a National fiiqhway, they had claimed a sum ~f 
Rs 12 lakhs f r ~ m  the Ministry ~f Transport, rjovernment D O  India 
being the extra cos t  of raisinq the realigned r3ad and Bridgo b 
the standard of a National Highway The  C3mrnitt.w learnt  
that this had been turned dawn by the Gsvernment s ince  the  
s p e c i f i c a t i ~ n s  b r  the  work were precisely the nsnnal Na t iond  
Highway standards and no more 

77 In  th is  c a s e  the C~mmit. tee o b s e n e  that  while the 
D.V C had s e t  3ut  wi th  the  hspe nf effecting an emnomy ~f 
9 s  2 53 lakhs  by suggesting an alternative scheme they now 
Find themselves burdened with an expenditure 3f Rs  11 73 Iakhs 
mare than what i t  wauld have c o s t  thorn if they hnd l e t  thc  nihar 
Government undertake th is  w x k  \\hat. perturbs the C ~ m m i t t o e  
i s  that  the Cxporat isn  s h ~ u l d  have undertaken a ~nnis r  commit 
m e n t  u i thsu t  preparing r e a s m a b ! ~  accurate cstinatos D r  fully 
appreciating the i m p l i c a t i ~ n s  nf the wark which they o n p ~ s e d  
t3 undertake The  C ~ m m i t t e e  d3 n3t c x s i d e r  that  tho urgency 
of the w x k  is s valid defence of Ule failum to prepare an 
accurate estimate especially when they sbservc that  the  
D V C. h a s  taken mare than 6 m m t h s  t3 suqeest an alternative 
p n p s s a l  They f ee l  thct the O V C appears t o  have undertaken 
an  onerous responsibility by putting too much faith on what was 
evrrlendy a g u e s s  est imate without t a k i n q  ruasona6lr. precautions 
t o  ensure tha t the e ~ t i r n d r  wap r ~ l i o b k  The Cornmit&e desire 
that rk Corpomtion should proceed to fix responsibility on the 
persons responsibli- for the original unreliable estimate on whrch 
jrdqement was based 

h ~ t h e r  feature 3f t h i s  case is that  the f b v m m e n t  3 f  
India decided tn entrust  tho w ~ r k  t s  d V C as they were 
advised that  the w x k  c m l d  nDt be cx1p1ot.d in time ~ t h o r w i s o  
than by the use 3f ewthm3vlnc machinery. which the  D V C 
had in adequate number and variety I c h a l l y  howover tho 
mad and the bridges u a o  cmst ruc ted  t h n u g h  c m t r a c t w s  
whs emphyed manual l a b u r  f3r tho mad  and hired s3me mechines 
f x  the  bridge ~ b t a i n e d o n  loan partly from ~ u t u i d e  and partly 
from the 3 V C 



P E R S O N N E L  

Para  5 Appointment  o f  Deputy  P r o j e c t  Manager a n d  
C h i e f  Cons t ruc t ion  Engineer .  

78. In J u n e  l g  53, the Corporation deaided to combine the poets 
of the Construction Superintendent and the Conetruction Engineer, 
fdaithon, into one post of the (3onatntction Superintendent (subse 
quen tly designated as  Pmject Menager), Mai thon, and upgraded the 
scale of pay of R s A  1,~o-flo 1,fi00/ &awn by the then Construction 
Superinteodent to Re 1,800 100.2,000/ . The uppading was appro- 
ved on the amsideration that the completion of a 13 more soheme 
within 3 or q years would demand high qualities i n  the engineer in 
direct charge of the project and mnsequently involve onemus 
duties and specific addition to his responsibilities. Accordingly, 
on the expiry of the contract of the then Construction Superinten- 
dent on q 7 1058, a amtract b r  a further period of 2 years in the 
scale of R s  1,soo 100 2,000,' was made with him. In Ceceanber, 
1964, the Corporation appointed another officer re a General Con- 
struction Superintendent El x t r i c d  and Mechanical, in the scale 
of Rs. 1,800 100.9,000 and on 12th July l g 5 b  appointed a Ceputy 
Pmject Manager in the scale of Rs 1,800 $0.1,900,' in order to 
.co ordinate the di fferent activities of the various sections and to 
help the Project Manager in the discharge of his oneroua duties.' 

7 9 . .  During the aouree of evidence, the Cornmi ttee learnt that 
the poet of Project Manager in the scale of 1800 2000 was creat- 
ed by the Corporation against the advice of their Financial Adview. 

80. From a note (Appendix WI) au bmitted by the Ministry of 
Irrigation and Power, the Committee observe that the main reaeons 
which weighed with  the Corporation i n  prescribing the acale of 
1800- 2000 Lbr thi e post were 

(1) that the ofboer would function as Construction 
Superintendent a s  w e l l  a s  Canstruction Engineer; 

( 9 )  that the State Chief Engtneers draw pay in this scde;  



(8) that the departmental oonstruction of a projeot 
of thin alee within the time aohedule was a bigger 
job than the normal job of 8 Superintendin& 
Engineer and called tor qualitiua which were nor- 
mally found in State Chief Engineera. 

81. The Financial Adviser to the Corporation did not ooneider 
the above aa ~uff ident  jtiuti A cation tor anhancing the pay of #a 
poet and comrnunioated hi@ objection in hie :Ialf Yearly Report 
dated S.4.M for the period ending 81st December, 1958, tho 
Micieq of Irrigation md Power whi oh was received in tho Ministry 
in qctaber, 1964. Tho Minietry decided i n  January 1 Q M  in w n ~ u l -  
tation with Um Minisfay of Finance that in the citcum~tance~ ex- 
plained by the Corporation and in view of the fact that the annnge 
men; had already worked for neatly 3 yearn, i t  was not necemary 
to pumue the matter any further 

82. The Committee regret to note that a decision in  this  case  
war taken by the d j i n i ~ t y  two and a half year8 after the event  when 
they could not but acquieas i n  the appointment of the Project Mana- 
ger which had beccme a fait accompli The Cornmi the are informed 
that 8 post of an Additional Chief Engineer had been added in 1062. 
Ia view of this appoictment, they are unable to aee tho jcstification 
for creation of mother poat of a Proj oct Manager i n  3 higher gnrde 
i n  July 1953. The Committee also feel that tho eu beequen t cre~tion 
of  the pout of a Poputy Pmj ect ':nnager ir: July 19 !V i n  order to 
mo n a b  the diffaront activitierr of the ~.ariou.s uoctiond and to 

help, ' $ roject Manager in the diocharge of hi8 onamlis dutieab a1m 
lacked juatiircafion esgecially in view af the fact that the 
d a c n  d etre given by the Corporation for upgrading the post of 
the Project Manager wan the onemua duty and apecific addition tp 
reaponsibili ties which &is poet w a ~  utated to involve In aoir  
opinion the reasons given tor the creatior? of tho poata of Project 
Maoapr aad Deputy Project Manager are mntradivtory 
The Committee are of the view that ad hoc crenticn of poeta in  tkic 
manner, apart from increaring the establishment c h a t e ~ s  of the 
Project whicl. are alruody v e r y  heavy rcbults i.t in .p~d ing  the 
propess  o f  work on account o j  the inevitable dit'ution of tcaponal 
bil i t ies which it involocs.  



Appointment of Deputy PmJect  Manager 
and Chief Conrtmctfon Engineer, 

88. The rgpointment of a Chief Constructon Engineer aa one of 
the Principal Assistants to the Chief Engineer, D.V.C. had been 
engaging the attention of the Copration for a very long time. But 
all attwzptu to recruit a suitable man having failed till the end of 
1064, the Corporation dropped the idea, as by that time the Cone- 
taction perwnnd had acquired the requieite expen a c e  in ma. 
meting operations and the Chief Endneer with the appointment of 
an Additional Chief Engineer w a s  i n  a posi tion to devote more 
time b Pmject matters* Moreover, the project waa getting the 
beneat of the eervi ces of a T.C.M. Speci d ie t  for a week each mth. 

The question mg-ng the rppointment of the Chief Con- 
struction Engineer w a a  reopened in July 196fi on the advice of the 
Norid Bank and on 27 g 1966 the D V C appointed a Chief Con- 
struction Endneer for 18 moaths on a ealery of $ 18,000 per m u m  
subject to the Indian Inaome tax  limited to the U.S A taxon this 
income This Officer, actually joined his poet in the Brat week of 
October, 1956 and his services were terminated on 13th March, 
1960 1 e , a h  a little over 5 months, with 8 months' pay in lieu 
of notice, as per ternla of  the aontract entered into by him with the 
C V.C. The Corporation have explained (Appeadix MI) that they 
h a d t o 6 6 s p e n s e ~ i t h t h e ~ e r v i ~ e e 0 f t h i ~ E n g i n e e t a s t h e y  felt 
after watchinghis w r k  for about 5 months, that not only had his 
a m ~ b u t i o n  to the Pmject been below expectations (he was 
unlikely to improve) but i t  would not be in the interest of the D.V.C. 
Q retain his services any longer The total expenditure incurred by 
the ~orporation on this acoount w a a  eppmximately Ra.78,000 on 
amount o f  pay and allowances ( R s  bo,000 approx ) and Rs 88,000 
(on s o o b u n  t of pasaage and other expensee) 

8 4 The Committee are surprised that the D V .  C ahodd  have 
proceeded to make tAe appointment of the Chisf Construction 
Engineer 60  shortly after they had for valid reauons decided to 
drop the idea  The Cornrnittse cannot rsais t  the conclusion that 
i n  this ca re  chs Corporation acted without carefil  consideration. 

Economy in expenditure Establishment. 

0!i6 A t  the instance of the Committee, the D V C have fur, 
nished a statement showing the p a t s  carrying 



49 
a pay of R~B.MK)/.. and above. On going &ma@ that etatement 
the Committee feel confinned in their impmdon a r t  tbe D.V.C. 
ace overcetaffed in reepeot of the high aslaried poets. The number 
01 ofloem drawing pay in the soale of Rs.m/- and above is M muoh 
.is 28 in the Secretariat done which can hardly be oonuidered 
oommeneprate wi th the present work-load whi& the D.Y.C. are hmdling. 
The Committee elm feed that there ie hardly my juetiflation dor 
continuing eome of the posta in the higher scales of pay via., Chief 
Inbanation Otllcer (1 800 $0 1600), Public Rdetiona Officer (800-40 1000), 
Director of Pereonnel (1800.100-f&)00), Controller of Stores( ~00.1800), 
eepecielly when 80% of the oontruction work ie etated tD have bear oom- 
p l e a  The Commithe mnsider that i t  i s  high time that the Ministdes 
of Irdgation end Power end Finance examined the existing strength 
of the ataff (btb technical and othere) with refemoe to the present 
work load 

In order to enable them to examine thie matter in Purther 
detail, the Committee had asked the Minieky to furnish &em infor- 
mation on the following pointe 

(i) what i s  the break up of the increase in the 
met of the Project under the different heads 
v i z . ,  over- header, 'Eetabliatunentl etcy, 

(ii) what i s  the incidence of the preeent Bdminia 
kation chargee of the D. V.C. as compared 
with the achini etration charges for the last 2 
yeare? 

88. Fmm the etataneat since received horn theMinietry, i t  
appeare that the adminietrative chargee have been steacSly 
increseing; they stood at 28.27 ldche in 1954 56,  at Re.88.67 
l&he in  19M)-66 and at Rs.87,io l&he in 1058-g7. Expressed 
as B petcemtage of the total expenditure of each of the three 
yeare, l e  actniniatrattve expenditure has inoterrsed hrn 2,1g% 
in 195k55 to 8.07% i n  195& 87% The Committee a te  unable 
to underatand why even at t h i s  atage of the progrerr of  the 
Project ,  the adminir t rat ive expenditure peraiats i n  the upward 
direction i n r t e a d  of registering a steep decl ine.  The whole 
problem need8 the urgent attention of Government. 



OUTSTANDINQ RECOMMENDATIONS 

87 . The Committee shall now turn to deal with some of the 
importrat items outatanding fmm the previous Reports md whiab 
are at vadou e stages of progreee (Appmdi x VIII) 

111m 1 6  Ercerr  payment to Meuurs. Hind Patel & Co., for 
certain itemr o f  work done on Konor Dam. 

88. The Pu blio Aooounta Committee bed eadier commented 
upon this c u e ,  which related to en exmes paymat of the order 
of Ra l lg  lakhs or so to Messre. Hind Patel & Co , lor certain 
itana of mock b e  by them at KDnar Dam, i n  Cheipter VI of 
their 15th w o r t  and agein in para 87 of their 18th Report. 

80. h a  a note (Annexure XI1 bo Appendix VIII) furnished 
b &em, tAe Committm observe that not mu& headway has been 
made in effecting the reawery b m  the amtractom for the over- 
payment8 made b than md the matter ie still under arbitratitm. 
The canmi tbe, are informed &at an srbi tration deed had bean 
exewted by the parties aoncerned eariy in January last year 
whereby the awud of an Arbitiatm would be and and the 
ooattrabots w u l d  make p d  to the D. V.C., whatever amount 
18 Nudged by the Arbitrator as over payment in reepect of the 
iLenm mafioned in tbe Report of Demodar Valley Corporation 
Ehquiry Committee. The time bt making award by the arbika- 
tor ha0 been extended by six monthe hrn 99.10 67, The Com 
mit tee,  would rererue their f u r t f , ~ ~  rnmments until they arc in 
porreruion of the results o j  the urbitratiow proceedings. 

ltem 7 - Exroution of works d t h o u r  entering into agreements 
with the controctorr. 

80. This cuerelates to the wnatluction of mme ataff 
quutmrs at Durgrpur estimates to met about Re 6 lakhs which 
war antmetad b tw amtractors without exear ting my wri ttm 
rgrsemea t bobre hmd. The Committee had adversely comma- 
tad upon this orse in  para 24 of their 18th Report The Commit 
tm were indomed that one of the two omtractore who had 
put Ln mm0 extra cldme had refbaed to sip tke Ageernent r e  



he had demanded high rates and the matter had, 'therefore, gone up 
for arbitration I n  the course o f  the examination o f  this case, the 
Committee were also informed that this contractor was not boing 
given any further contract. The Commit tee .  would awai t  the  resu l t  
o f  the arbrt~atron 

Item 9 Headquarters Construction 

91 At  the time when the Committ,ee las t  reporbed on the D V , C .  
Accounts, they were informed (c f . ,  ?ara 28  of  their 18th Report) 
that the property acquired by the D V . C  for the purpose o f  construc- 
t ion of D ,V .C .  'leadquarters at Ranchi was s t a k d  to be s t i l l  i n  the 
possession of the D V C and expenditure then s t m d  at 3s 7 8 
lakhs.  r h e  Committee were also informed that the Corporation had 
since abandoned the idea o f  construction and that they were hand. 
i n g  over the property on lease to the Bihar f overnment 

The Committee note that the Bihar 5overnment are no 
longer interested i n  taking the lease of  this property as or iq inal ly 
contemplated b y  them and the matter has again been referred by 
the D V C to that Government. i n  the l i ~ h t  of  the offer made by 
the Corporation i n  Apr i l  1955 i n  terms o f  clause 4 o f  the Agree. 
ment executed by them wi th  the State Government reqardiny: the 
disposal of the Xotwar Estate at Ranchi 

9 2 The Cornmrttec would h u u e v e r  sugges t  :hat s lnt  e tht. 
operattonal work o f  the D C'  C I S  a lmos t  complr t t 'd  the  ll V . C  
should s t -nous lv  c o n s i d e -  t h ~  questron o f  shrftlng t h e : r  l i e d  
quarters f:om Calc utta to  some othec placr rn the V a l l e y  and 
take lmrnt-d~are a ,  t f o n  to d t s p o s e  of th:s pcoperty and thus 
real ise  t h e  [unds locked up rn th i s  transactron 

I tem 10 E x t r a  Erppndrtu-P In, u ~ r c d  Ln pursuanre of 
land for land and house  f o ~  house  p n l r c y  

91 A s  stated in  Pars 39 of the 18th t lopart o f  thn ? . A  C .  i n  
pursuance of the pol icy o f  tho 7ovsrnmont ~f Ind ia  to provido 
land for land and house f ~ r  houso to perpons d i ~ p l n c e d  from 

the villages submsrqod as a r e ~ u l t  o f  tho cmntruct ion of the 
r i l i a y a  Dam, the D V C incurred ;rn expenditure to tho extent 
o f  about i2s 16 1akh.s on bulldinqn and roclametion of  lands which 



the displaced persons did not occupy, The Committee were then 
informed that the houses and the land had been offered by the 
Corporation at the prevailing market value of Rs. 14 84 lakhs to 
the Bihar government, whose acceptance was awaited. The 
Committee, therefore, desired to be apprised of the final result 
of the negotiations which were then stated to be under progress 
with the 3ihar Government as also the total loss sustained by the 
Corporation in this transaction. 

9 4  From a note furnished by the D.V.C pursuant to the 
action taken on the last report of the C~rnr~it tee,  they observe 
that the Bil~ar .';overnrnent have so far taken over 561 55 acres 
out of the total unaccepted land measuring 1823381 acres and 
~uade an interi~ri payment of Rs. 4 lakhs to~iards the cost of 
the unaccepted land and houses. The Committee also note 
t h ~ t  tho loss which tho 3 .V .C .  would be sustaining i n  this 
transaction would be of the order of R s .  3.41 lakhs or 30. 

9 5 In  the course of exainination of this case. the Financial 
Adviser. l3.V.C inforr.~ecl the Zomnittse that they had again 
referred the mattor to the 3ihar 5ovorninent su~gesting some 
nethodu about the valuation and dis *rmal of these unoccupied 
houses and reclaimed land. T h e  Comrntttee suggest  t h a t  a s  
th i s  quest ion had bean pending lo t  over  5 y e a r s .  Government  
of  lndba may c a n w d r r  the d e s i r a b i l i t y  of conven ing  a  h igh  l e v e l  
Confarent  e betureen the  -epresen ta t i ves  o f  t h e  D V C. and t h e  
R i h a r  i ;o ia r rnment  u n d ~ r  t h e i r  ouspic.es w i t h  a v i e &  to a r r i v ing  
a t  a  mutua61y a c : c c p t a b l ~  . s ~ t t l ~ r n e n t .  a s  no purpose i s  l i k e l y  
t o  be ochiet :ed  b?. pro: -acted cor respondence  or rout ine  negot ia -  
t i o n s  be tween  the  D. V . C .  and the Bthar Government .  

l t r m s  12 and 13 L ' t i l l s a t i o n  of w a t e r  s tored in  the  l ' i la iyo 
H r s r r t w i r  

99. I n  pares 3 2  and 33 of their 18th Report the Comrilittee 
had com!nented upon the non.utilisation of waters stored in 
the Tilaiy rr reservoir for irrigation - although the construction 
of the dam was completed by September, 1952. 

9 7  During tlm course of exmination of this case, the 
Committee were informed that the Corporation had since work- 
ed out a lift irrigation scheme which had been accepted by 



the Oovernrnent of Bihar and tor which hnde were being awaited 
hm tbe Qovernment of India. While the repreeentative of tho 
Corporation contended that the nstural bffl cul ti es like the high 
level of the terrain in the upper reaches partly stood in the way 
of udlieation of tbe waters, he reiterated that the respond bility 
tor utilieation of water rested with the Bihar Cbvernmart, 

98. The Committee would l ike to have a report on the impls- 
mentation of the High Level  Li f t  Irrigation Scheme and i t s  financial 
e f fec ts  in due course. A s  regards the low level  uchems at 
Durgapur, the Committee were informed that this war under in- 
vesb'jation. The Committee desire to be apprised of the result of 
these  investigations in  due course. 

NEW DELHI, 
The 12th March, 1958. 

T.N. SINQH, 
Chairman, 

Public Accounts Committee. 



Public Accounts Committee Consideration of che Audit Reports 
on chc Accounts of the Damodar Valley Corporation for the years 
1954 5 5  md 1955- 56 

Proceedings of the rittinge of che Public .4ccounts Committee 
held on d ~ e  2nd and 3rd J u l y .  1957. 



PROCEEDINGS OF THE FIRST SITTINO OF THE PUBLIC 
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SND JULY, 1967. 
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D.4MOD.4R VALLEY CORPORATION 

Audit Reports on the Accounts of Damodar Valley Corporation for the 
y cars 1954-55 and 1955-56, 

99.  The Committee t x k  up cansideration of the Audit Reports 3 n  
the Accounts of  the D.V.C. for the years 1054-55 and 1?M-56. 

100. Para 5 of  A u d i t  Repor t .  1954-55 - P u r c h a s e  of T r a n s m i s s i o n  
T o t o c r s .  Explaining the circumstanoee in whioh the prioe preference 
of 20% woe given to the indigenous mlraufwturer, the representative 
of the Damodu Valley Corporation stated that on the basis of the 
h ~ 8 t  header they had initially deaided to place the order with  the 
fordgn firm. But when this firm applied for an import Licence, the 



Minietry of Commerce and Indue&y desired to reetrict the import ta 
50% of t&e btal demand, The Ministry of Commeroe and Industry 
ha8 acoordhgly taken up &is matter with the Ministry of Irrigation 
and Power md i t  was dedded to give encouragement to the indi- 
genoua manufacturers by giving them a pdce preference The 
Gecretery, Ministry of Irrigation and Power furUmr stated that the 
Storm Purchase Committee had also recnmmended that a price pre- 
fkence  of 15% or even more, if the circumatancea justified it, 
should be allowed to indigenous manufacturers and i t  wae on the 
bads of th is  remmmendation anti the policy of the Ministry of 
Commerce and Industry that the price preference in this particular 
case was agreed to 

101. In reply to a question, the representative of the D V C' 
stated that the firm which got the tender was not the loweat 
tenderer. I3e added that although quotations were received from 
three Indian firms, one of them wi &drew and the other was rejected 
as i t  did not have adequate capacity 

102 The Comrlittee desired further details regarding this tran 
saction which could not be furnithed by the witnesses without cor- 
sulting tbeir rewrde The Committee called for a detailed note hm 
the Ministry of Imgation and Power including infomation on the 
following points 

(i) Whether there was n specific policy deciafon of the 
Oovernrrient at that tiite and whether any quanturi of 
price preference had been specified9 A copy of the 
Government's directions i: the matter waa desired 
by the Cornmi ttee 

(ii) The date on which the Stores Purchaeo !ha:?Lttee 
aade i ta reomsendations and the uote on w h j  ci: them 
were accepted by the Governrr.art, 

(iii) What were the epecial drcua,etances wFlich jusd fie;! 
in tQie case a price prefereilce beyond the limit of 
1 5% recotmended by the Stores Purchase Cornc.i Md? 

(iu) Whether the 6rm had taken advantage of the pdce 
variation clause in the agreement and whether the 
price variation was acfaislrible i n  tbe case of ddi  
vedea made attar the stipulated date? 

(v) Whetbet the price preferam of tl;)?: dven to &e Indian 
4ms  included paymeat of saleo tax? The Chmmit tm 



also desired b be furnished with a aopy ~f the agree. 
ment witb the firm. I 

Wh& pmp~r t l sn  of the Wd r e g l h e n t s  of raw materials 
w r e  imported by the Ann? 

Whether pr im preferenbe t6 indigenms manufacturers 
b d  been shown by the D,V.C, in any ~ t h e r  c~n t r ac t ?  

Whether the C~rppration c~nsidered the desirability 
of  inviting freeh tenders after the tenders ~f the Indian 
fim h ad been rejected? 

I h e  clrcumsteaces under which the lowest tender ammk 
tbe three Indian firms was not accepted. 

103. Para 7 ( i )  01 A udit Report, 1954  55 R o&aro Thermal Power 
Slotion . Purchase o f  R lock  rnokiog m a c h i n e s .  The representatives 
of the D . V . C .  explained that the first block making machine w a s  
purchased f w  building h 3 u . w ~  D n  the adiice sf certain Engineers 
of the cement cmpany that this methad was cheaper and more 
expeditious than building with bricke. Later the D . V  C .  Engineers 
fwnd that this method was  unec~nomical and the praposal w a s  
dropped. %me blocks were mmufactured for building up the walls 
of the Bokwo Thermal Power Station but here again the blocks 
were not hund b be RtrDng enough and further manufacture was, 
tberof~re,  sbpped.  The C~mmittee wanted ta know why this 
machine wa29 ttannferred b Maith~n a b r  it had p r ~ v e d  to be a 
failure a t  Bokam. AS the repre~entatives of D V C. were, not ready 
with intormatian, #ey promised to supply i t  after consulting 
their records. 

104. Explaining the reasans f ~ r  the purchase af the secmd b l ~ c k -  
msbing machrne casbng about Rs  1.13 lakhs, -the representatives 
of  the D.V.C. stated that the ongrnal design 3f the walls of the 
8 d t ~  Pswer tiauso building cantsmplated the use ~f b u n t  bricks. 
Accordingly an ardor w m  placed by them D n  a firm i n  Calcutta but 
alter supplying ano quarter o f  the wtal supply, the cmtractor failed 
to supply tho balance a f  the bricks, In  n e w  of the urgency af the 
work, i t  was  dec~ded to complets the c3nstructian of the Power 
l i ~ u s e  building wr th  h ~ l l o w  cmcrete blocks. The second black- 
mrkiag msch~ne w a s  purchased for this purpose. The cmsttuction 
of the Pswar H w s e  w a u  cmpleted witb hollow cmcmte  blacks. 
10 reply b a questim whether the D,V.C had made enquitiev in 



the Cdoutta market for the supply of hollow concrete blocks, (the 
repmsentatives of the D.V.C.  stated that the blocks manufactured by 
the Calcutta f i n s  were not upto the specifications. ' The idea of 
building structures with hollow concrete blocks, <they added. had 
since been abandoned and the D V,C were w i n g  to dispose of the 
bLock making machine to the Durgapur Steel plant 

105. Para 4 of Audil Repor t  1955 56 Power House ezcava t ion  
Non acceptance of Lowest  t e n d e r  In this case, ,the Committee 
wanted t.a know the reasons that weighed with the Corporation in 
rejecting all the tenders at the first call The representatives of 
the D V C. stated that while the tenders were under examination. 
they were advised by their consultants that the srigind quantities 
of excavation which had been estimated at 80,000 cubic yards when 
the tenders were called would be reduced to 68,000 cubic yards 
A s  the reduction in the quantity was likely to affect the rates, the 
Corporation considered it better to retender for the revised quantity 
Further, the price variations between the three tenders were \cry 
great and the Corporation felt that by retendering the margins might  
be narmwed down 

106 The lowest tenderer at the first call did not rot.ender RC the 
second call There were only two tenders The c,mtract was, ,howl- 
ever, ultimately awarded after neptiations inwlvin s u h s t ~ t i d  I deviations f n m  the terms of the tender The Commi'ke wantctd tn 
know why the I ~ w e s t  tenderer at the first call was not called i n  for 
the negotiations. if the contract had b be given on tho b a ~ i s  of 
negotiations The representatives of the D V C roplied that the 
negotiations after the second tender were c~nfinod 3nlg to two speci 
fic p ~ i n t s - -  acceptance of penalty clause and security dop:)ai ts 
The rates were not negt iated at dl And. as the Iswest tenderer 
at  the first call did not retender. he was not called i n  for the nogo 
tiations Msreover ,the Corporation had dou bts regarding tho 
capacity sf the firm ta undertake the w r k  a s  it csuld noc furnish s 
l i s t  of the equipment i t  prop~sed to use f 3 r  tho w ~ r k  when aakod 
The Comptmller and Auditor General read out to the C~mmittoc R 
letter from this firm addressed to the Cxpxat ion assuring U l ~ m  that. 
they wwld carry out the w ~ r k  at the rates quoted by them. Ttln 
representative of the D V C stated that certain claims f r ~ m  u ~ n t  
firm on the basis of an ewlier neet ia ted cmtract were still undctr 
di.spute and the Corporation did not, thorofwo. think i t  adviaublo 

enter into further nept iated cantrwtr;i w i a  that fim 



107- Explaining the dday  in the c~mpletion of the agreement, .the 
represent&ives of the D.V.C. stated that this waa due to the neces- 
sity of negotiating separate rates for certain i t e m s  of w3tk which could 
not be visualised earlier, The basic portion of the agreement had , ,  
however, ,been finalised much earlier which covered a large portion 
of the proposed work. 

108 The Committee then considered the various dev ia t i~ns  
from the terms of the tender made in finaiising this cmtract  all to 
the advantage of the c~nt rac tor  a s  brought out in the Audit Report. 

109 Provis ion for extra payment for widening the emergency shaft 
required for t h e  working f a r ~ l i t i c s  of the contractor The Chief 
Engineer, tD V C stated that the contractor excavated a separate 
mucking shaft b r  excavating the Power House But no exka payment 
was made far this shaft 

110 D e l e t ~ o n  of c-lause /or d e l a y  rn cornpletlon of work 
The roprasentatlve of the D V C stated that at the t ~ m e  3 f  the 
tondot, the cxttractms pmtssted agaJnst the penalty clause since 
tho work was very difficult The contractor bas later agreeable to 
a ponaltk 2f 100,' rupee3 per day subject L? a small limit. The 
Corp~ration wore, h ~ w m s r .  adwsed bv the law ~ f f i c e r s  that i t  
would bo advisable to leave the penalty question Dpen slnce that 
could onable them ra claim damqos  under the general Law of 
cmtract  l f  the necoss~ty actually arose The Chief Engineer. D.V C 
further ~nfxmod the C~mrni t h e  that the delay I n  the c~mpletion af 
the contract u as due t3 bad quarry rock enc~untered during exce  
vaLIon and tho subsacpent decision to change to concrete for the 
Powor Houso Chmbor. t ie further stated that he was satisfied 
that tho delay W R ~  not attributable to my lapse D n  the part of the 
Mntractnr 

111. Re*dur.tlon of ( ec  w r t v  deposr t  from 10% to  5% The repre- 
mntative :)f tho D V C explained that the contractors were not 
agroosbie to lock u p  largo sums of capital as security d e p s l t s  
and tho Corporation agreed to the reduction as this firm was also 
working b r  tho Rmlwava where the security deposit was wily 
53 

112. E r t c n s i o n  o /  t i m e  of completion from ,Yocembrr.  19.54 t o  
February, 1956  he ropresontative of the D V.C explained 



that  the wiginal  t ime schedule was  based on the  same borings and 
the experience gained in the excavation of t h e  diversion tunnel. 
These  expectat ions did not come true in t h i s  c a s e  a s  t h e  rock for- 
makion was  different 

113 Para 8 Audit Report 1 9 5 5  56  A t )o idab lc  e zpend i turr  i n  
construct ing B a n c h i  I 'a tna Drrersion Road In t,hia c a s e  tho Corn- 
mittee desired to know the  circumstances under which t h e  es t imates  
of 13 5 l a k h s  for the c o n s t r u ~ t i o n  of t h e  mad  was  revised f ive 
times (in 10 months) culminating in t h e  final estimfites of Hs 25 77  
l akhs  and the ~Dnuidera t ions  which weighed with t he  Corporatron 
in not accepting the Bihar Government s offer for completing the  
work at a c ~ s t  o f  Its 16 Lakhs T h e  representat ive of t,he D V C .  
admitted that the  first es t imate  was  a rough one,  a s  the  D V C 
engineers were not aware of t h e  national highway specif icat ions 
required by the G3irernment of India . The  subsequent  est. imates 
were re\-ised in x d e r  to c ~ n f o r m  b the specif icnt ions Laid down 
by the Go\.ernment of India f ~ r  n nntionnl highwny Tho Cornmitt.oo 
could not. hawever m e  the justification for the repeated 
rekision of the e s t ima te s  and desired the Corp~rn t ion  to furnish 
a detailed note giving the reasons  for the revision of t he  estirnatns 
at various s t a g e s  T h e  C m m i t t e e  were als:, told t h a t  the  respon 
sibility f x  the w n n g  estimation had been in\ ,est igated by the 
Corporatim They dosired t3 be apprised ~f the  r e su l t s  of t.ho 
investigation 

114 A s  regards the r e a s ~ n s  h r  the  non ncccptancr? of thc 
Sihar G31wnrnent s :)ffer t he  rc?presonta t i~~e  of the D V C 
stated that  the  D V C h a d  ruggcstcd three alternate a1ignm~nt.s 
for the mad which stiartened the mad mileage ,411 tho f:)ur 
proposals  Including the one  f n m  D i h u  G~vornrntmt u c r c  c l3n . r ;  

dered a t  a cnnference between thc  ~,ffic.er.. 3f t he  (;o\crnmcnt 
of India ,Sihar  and D V C and the p n p o s d  (S3 2 )  : ) f  tho 
D V C w a s  accepted In repl! to a questi3n tho (:t~:~irnlun. D.1' C 
s ta ted  that as the D V C waters submerged the road .  i t  H a s  thoir 
normal duty to pmkide  an altornative r o d  T h ( a  (;o\crnments o f  
India and Bjhar h e  sa id  des i red  tlrut tho D V C sh:)uld undor 
take t h i s  work a s  thcv h d  t h e  ear thrno~ing  oquiprnant Tht! 
Committee further gathered fr:>rn a leftctr fr:~m tho A l i n i s p  of T r a n s  
port b the D V C .  read out  bv the Finnncial A A i s n r  ,D V C ~Irat 
the main mnsiderat ion in accepting the i3 V C s pmp:)n4 wan U ~ R C  
the Carporation hnd guaranteed to build the  mad b c b r c  thcz d m l  
wa.; completed in June  1951 and dm trad tho cwrh moving 



machinery necessary b r  the work, In reply to a question, the re. 
presentative bf the D.V.C., however, (accepted that the D,V.C.  I 

underbak the responsibility for c3nstcucting the mad on the ba$if 
of the original rough estimate (Rs. 13.5 lakhs) which they had 'e 

considered was more econ~mical than that :,I the Bihar Gavern- 
ment (Ra .  16 lakhs) of which tho Corpxation would have t3 bear 
(Rs. 14 9 lakhs). The ekimate was t3s lsw and had to be revis- 
ed a number 3f times as the Corporation Engineers were not 
quite conversant with the stanrl.ud prescribed for N stional 
Highway roads At the instance of the Csmmittee, &the Chairman, 
D,V.C .  agreed to forward a detailed note LZI the Committee ex- 
plaining the circumstances that led to the D.V.C. taking over 
thia work and the Frequent changes of the estimated c ~ s t .  

Para 6 ( i i i )  o f  A u d i t  Report 1954 55 A c q u i s i t i o n  of s t o r e s  i n  
e x c e s s  o f  requirements;  Para 8( i i )  of A &it Report 1955 56 
Spares for the Earth-moving Machinery under the Mechanical 
Div i s ion .  

115. Para 6 ( i i i ) .  I n  this case, the Audit Hop~rt d i sc l~sed  that 
i n  the field workshop a t  Maithsn, the V-due of s k r e s  3 n  31st 
',( i x h ,  1954 H . W  R s .  15.45,550 which represented more than two 
\cars '  requirsments. The representative ~f the D.V.C. statsd that 
the figure sf Rs. 1 5 , 4 q  lakhs reported i n  the Audit Repsrt repre. 
sented the value r>f R b r w  which could nst be adjusted i n  the ac- 
cwnts for 195354 due to the delay i n  the receipt of the issue 
returns i n  the Acceunts Office, 

116, Para R(i i ) ,  The Committee wanted b k n 3 w  the circum- 
~ t ancos  under which largo stacks 3f surplus spare parts were 
accumulated on tho one hand and shortage of essential spare 
park! existed on the ~ t ,he r  which had retarded the timel!, execution 
of the pnjects ,  In extenuation, the Chairman of the D.V.C. urged 
that i t  was very difficult i n  the beginning being unfamiliar with 
the machinery to h avo the requiremenu of spare parts estimated 
eccwratsly,  They had, ptheref~re. ,to rely upon the advice of the 
manufactumru who were not always completely disinterested. He 
added that the D.V.C. Pnjoc t  w a s  one :,f the very first 3f its k i n d  
on which largo- scale mochanised cmstruction was undertaken and 
that there were bound ta be mistakes. As a cansequence the Car- 
poration bund that they had a surplus of the s l s w  moving p a s  
~d a shortage o f  the fast m3ving parts which were urgently 



required for replacement, In  reply to a question, the representative 
of the D.V.C. stated that since 1952 they were not being guided by 
the manufacturers' advice The Government o f  India had appointed 
a Plant and Machinery Cornmithe and the report of the Committee 
was under cansideration of the Government 

117 A s  regarda the audit obsen-ation that fresh purchases were 
made i n  considerable quantities even though the spares of tho same 
class previouslg. purchased proved s u r p l u s .  the repreaentativo of the 
D V.C. stated t,hat the indents f ~ r  these spares were placed long 
before the declaration ~f surpluses. ,wi th  the exception of spares to 
the value of Rs ,447 3nly I n  these cases, .the Field Engineers did 
not anticipate that these parts wwld ultimaLely prove surplus The 
C~mptroller and Auditar General pointed ~ u t  that the Corporation 
s h ~ u l d  have foilowed the normal stores purchase method of indonting 
for spares 3 n  the basis 3f the consumption of the previous year 
instead 3f relying solely 3 n  the advice of the manufacturers and the 
technical experts The purch nse xders shwld !I ave been related 
to actual c~nsumption 

118 Zxpldning the difficulty ~f transferring the spare parts along 
with the machines which were transferred b 3ther projects, the 
Secret,an. Ministry 3f Irrigati~n and P ~ w e r  stat.ed that the other 
pnjects were reluctant to take 3\'er the S ~ D K  rn~ting spare parts 
which were not likely u be required 'Ie ddcd that tho hlin~.qtr). was  
taking up this questi~n i n  c3nsultatian with the D Ci .1; & D 
Instructions hnd been i sued  that the lists 3f surplus spare parts 
and other equipment shsuld be circulated tn dl the p r ~ j o c t . ~  before 
disposal Since the mdels  3f the machine? were changing. ,there 
was some difficulty i n  connoctin~ tho spare parts wi01 the nek 
mxiels 3f the machine. I;x this purpDFc?, they had &lso stst up a 
Special Directarate i n  the C U & P C 

119 The Cxnrnrttec then adj~urned t~ l l  9 .4 M > n  \\odnr>sdtiy. the 
3rd July. 1957 
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120 T h e  Cornrniuec rchurncd c ~ n . ; i d c r a r l 3 n  ~f A u d ~  t rZop.)rt s :>n 
the . 4 c c ~ u n t s  ~f  i) 1' C f3r t h e  \ carc  iD54 5 5  and 1955 5 6  

122 The r e p r e s e n t a t i v e  3f the 3 V C nxplaincd thrrt a g a i n s t  tho 
shwtage of  Rs 50 059 r o p ~ r t c d  b\ 4 u t l l t .  t h t w  Has a s u r p l u r  31 

Rs 57.589 i n  the fiamo store Tt11~- was dut. lo i n c a r r w t  clanmfi 
c a t ~ m  o f  the sbros  i s s u e d  w h i c h  had .qincca I ) w n  Rdju*tnd Ex. 
plaining Ule  d e l a y  ~f 5% year5 In mRk~ng t h o  rldjunmt.ni ht. 



etated that the discrepancies had to be traced back to the requisition 
slips and i n  this cam the delay had sccurred as sbme papers had 
been mielaid. 

Para 13 of A u d i t  Repor t  1955 56 - Purchase  o f  ma te r i a ls  proving e x -  
c e s s  due to  incor rec t  inventory  o f  s to res .  

123> In  this case the Committee desired ta k n s w  the circumstances 
under which an incsrrect inventzry 3f stsres had been prepmd re- 
sulting i n  excess purchase sf sbres. The representative of the 
D , V . C ,  explained that s n  account 3f a dispute between the Kuljian 
Cxpwation, whs were entrusted with this work, land their sub-con- 
tractor,*dhe latter had refused to give a clear invenbry sf the 
materials i n  sbck. In order t;, avsid delay i n  cmstructisn, the 
Kuljian Corporatisn were asked b prepare an inventory expeditiously 
so that-necessary purchases could be made i n  time. : In this prscess 
same discrepancies had crept i n ,  Out of 3s.  56,000 wor th  ~f stares 
repsrbd ~ u t p l u  s by Audit, the D V.C. had already used up sbres  
wwth Rs. 22,000. 

184. The Csmmittee wore alsa inhrmed that the sub-cmtracbr 
had filsd a suit for RR. 23 1akh.s against the Kuljian Csrpwation 
and D.V.C. as ccrmpensauon h r  delay in execution of the w x k  
fx which he was not respmsible. The Csmrnit&ee desired ta be 
apprised 3f the p n p s s  3f the suit. 

P a r a  # o f  Aud i t  Repor t  19.55 55 and paras 3 a d  1 I of Aud i t  R e p o r t  
1955 56 D r l a y ~ d  c o n s t r u c t i o n  s r h e d u l e s  and upward r e v i s i o n  of  
the Moithor. and  P a n c h e t  ilill P r o i e c t  e s t i m a t e s .  

1%. accord in^ to Audit, tho main reasons for the deiays in . 
Uls cmstruction schedulos were non-availability of suitable 
r ~ c k  far csncrstinp, md dolay i n  receipt of vital spare parts of 
the machinery.  he Csmmittee wanted to k n ~ w  whether these 
facbra csuld nst be fsresoen and necessary steps taken i n  time. . 
i t  wan explained by the represontruive sf the D,V C. that the 
locatim of tho dams had boon doc~dod after detailed survey by the 
Omlogical Survey of  India wh3 h a d  assured them that adequate 
clumtity of  matsrials wauld be available in tbe vicinity. Their 
oxpectdione had not matsrialised and they h d  to gs b a dis. 
h c e  3t  over 2 milo8  t;, get adewate wantities of suitable 
earth ~d nck wtrich meant mom time. .At sne place d ~ n e  



against  the expectation of 14 lakh cubic yards of mixed earth 
and rack, anly 4 lakh cubic yards had been obtained. 

125 .As regards the delay in ~ b t a i n i n g  spare parts ,  i t  was  
explained to the Committee that  tho spare  par t s  had h b e  obtained 
f r ~ m  American markets which normally t m k  9 months t3 a year 
As the Engineers of the C x p x a t i o n  lacked experience, they were 
unable b forecast  the spares that  would be  required Initially. 
a lump sum order for 15% of the tatal  v d u e  of the machinery i n  
spare  parts was placed and i t  was lef t  m the nlanufacturers ta 
decide the typc, ~f spare parts b b e  s e n t  

11'7 The C~mrni t tee  wanted to k n ~ w  whethor the Government 
had cmsidored thc feasibility 3f tz central po31 3f rnachinory 
and sparo p a r h  f r m  which all the p n j e c t s  m u l d  be fad T h e  
representati\ ,e of  the '.!inistry 3f Irrigation and P3wer stated 
that this questian had been c w s i d e m d  hs ttie C m s t t u c t i x ~  Plant 
and %tachinery Cxr,mittoe and Sovcmmcnt I I R ~  s e t  up  a K ~ t i o n a l  
P n j e c t s  Canstruction C ~ r p a r n t i m  wh3 wauld ultirnatelv h avo 
tw3  central 0~31s of  mnctiineq m d  equipment me a t  I i ~ t a h  
and the nther at Ka;:ariunnsagnr !Ie further added that  the  
Chvernnent h ~ d  a l so  decided upon s tmdardisn t ian  nf machinery 
so  that only a feu mnke.; wocld bo used The training 3f  
technicians sn a f ew  s t a r ~ d ; u d i s ~ d  machinas would be envier 
~d w x l d  also faci l i ta te  !ho c3nect mtlcipnt inn of requiromentu 
3f spare part.. The C:mrn~ twc ~ Y J  wanfed L? know whethor 
Government. had cnnsidcrsd thc dcsirnhility nf antorlng inV, 
an agreement with the ncnufncturcr: and .iupplir?rs ~f machinery 
far the maintenance of tho m a c h i n ~ s  and the  supp ly  of  spnrc 
pmts w e r  Q specified peri:)r! Tlic r rpm? ;cn tn t~ i c  of tho 
4 i n i s t q  31 Ini:atian tind C ' D H ' C ? ~  '.;tated that  theso c ~ n d i t i o n s  
w r c  being pr2gresi.i wl \ ,  intn)cluced i n  I I I O  c..~nltact-Q now entored 
ints  

factories ~ l d   delay*^ i n  R n l l v f w  w v e r n e t ~ t  Tho g3 slaw palicy 
JI Labnur in thr* first ha l f  ~f 1855 hrtd also affected tho c m ~ r t n l c t i ~ n  



ichedule. The Corn mttee were! however, aeeured that the revised 
oonetruction schedules would be adhered to. 

129, In the caee of the Psnchet Hill Project i t  was explained 
that one of the maih reasone for the upward revieion of the project 
entimatee was the change in b e  site of the dam, eady i n  ;g62. 
This waa necessitated as the previoua ejlte was amaidered unsafe 
b r  dam construction on account of the falls or shakes due b 
previoun earthquakes The Committee, however, wanted to know 
the increase in Ule coat which was directly attributable to delay 
in completion of th ia  ao well as other projrctcl. A s  the repreem. 
tatives of the D V C were not ready with thia inionnation, they 
undertook to ~ubmit a complete break up of the additional wet  
incurred on the projecta 

para 6(i) o f  the  Aud i t  Report 1954.55 .\'ugato.y Expendi ture .  

180 The Conimi ttee were informed that the two ball mills were 
purchased after conducting experiments at Msithon Por two years. 
L atar on the sdvi ce of the T C M Concrete Expert i t  was de- 
cided that this parti.cular ahale w- not suitable for admixture 
with cement and tbe propoeel wae consequently dropped. 
The tu.o ball milla had since been sold to h e  Ehakra-Nangal 
project at a l o a ~  of Ra 1 8 . ~ 0 ,  

P a ~ a  6p' i )  Audi t  Report  1954  55 P u r c h a ~ e  of unsuitable 
wagon dr i l l s  

181 The representative of the r3 V C explained that the 
wagon drills purchaoed were of etsndard sped fications 3 u t  
these proved unnuitable because of the quarry having hard mdr 
interspersed with aoft rock The Committee. however, wanted 
to know why the Corporation did not amalder the purchase on 
an experimentsl bafiis npecirlly in f i ew  of the uncertsin mck 
fonnaaon I n  fact the Committse were informed that three 
drillrr were purchaaed in May, 1 9 5 2  and five in ~ovember-December, 
l one  tlad the drilla purchased in Ma)., beea tried in Be 
add the twbaequent purahase could have been avoided In 
extenurtion tbe repreamtative of the D V C stated h a t  tbe 
work was to ammence only i n  October 1gfi2 and as such the 
drill0 wore  not oporated prior to that date T b q ,  however, 



admitted that in  view of what had uanspired, i t  would have been 
advisable b order m an experimental basis. I Regarding the dis- 
posal of the drills, %the Committee were informed that three ddlls 
were being used in the D.V.C. Colliery; 4 had been transferred 
to Nagarjunasagar P n j e c t  and tbe sale  of tbe remaining 6 to 
Tatas was under negotiation. I The Committee suggested that 
sin09 the sale  was b a private party i t  Bhould not be a t  the 
book-value of the drlUs, .but the sale price should have some re- 
lationship to the market price. The tepresentative of the D.V.G. , 
a p e d  to consider this suggestion. 

Para 21 of the Audit Report, 1954-55 - E x c e s s  co l lec t ion  of 
materials at Maithon. 

132(a) Explaining the circumstances under which the 
excess purchase ~f R.S. J ~ i s t s  was made, the repre~entat ive a f  
D.V.C. stated that the purchase was made in anticipation of 
requirements in  view 3f the apprehensi~n ~f shortage of steel 
at that time. This was stacked in  Calcutta for bur years, 8s 
the C ~ r p x a t i m  had n3t decided upon the Maithm Project. In 
reply ta a question whether tbe purchases had been appmved 
by the Financial Adviscr, the Latter could n3t give the Committee 
a specific answer, as the purchases were made i n  the &ime 
of  his predecessor. The C3mmittee were inbnned thd mwe 
Chsa half of the bta l  quantity 31 steel had smae  been sold at 
a profit 3f Rs. 1.8 lakhs. 

( b) It  was explained that the M.S. plates  were purchased 
on the basis of  the 3riginal p n p ~ s a l  for installation 31 50 
gates (30 for Panchet and 20 for Maithm). Later, on the advice 
of tbe Board of  C3neultants, cbe number w a a  reduced to 
15 (10 For Pmche t  and 6 for Maithon). At asubsequent meeting 
of  the Board af the Consulting Engineers, i t  w a s  decided 
&st instead of manufacture in  the departmental warkshope 
under-sluice gates might be purchased, which had been tried 

many years. The Camrniuee were further inlonned &at part 
sf tbe surplus steel was utilised by the D.V.C. md part had 
been requisitimed by other agencies 3f the 03vernment ol  ladin. 
On account ~f the rise in  price^, tbe D.V.C. had made n 
p n f i t  a f  newly RR. 800/- per ton ,  



Pam 15 o f t h e  Audit Repotk, 1954-55 - Lossof diamond b i t s .  

188. The representatives of D.V.C. explained that the di scre- 
pancies had oocurred, ,as in the initial atages instructions for&% 
return of the used bits had not been iesued with'$mlt that 80 bits 
valued a t  Ra417,000 bad not been returned to the Stores. , I t  was 
difficult for them to state whether them had been lost  in use or 
pilfered. He added that diamonds used in these bits did not have 
any alternative use, 

Para 5 o f  Audit Report,  2955-56 - Appointment o f  Deputy 
Project  Manager and Chief Construction E ngirteer 

184* The representative of D V C. stated that the decision to 
mmbine the post* o f  Construction Superintendent.and Construe- 
tion Engineer into one post of Pmject Manager w a s  taken on the 
advice of the World Bank with a view to impmving the orgmisa- 
tion. One of the two Construction Superintendents was promoted 
to this p3sL In  reply to a question the Financial Adviser stated 
hat this Was done against his advice and he had later reported 
the mattor to the Government of India The representative of  the 
Ministry of Imgation and Po wet added that since the appoint 
m a t s  h a d  alroady been made, the Goyemment did not consider i t  
advisable to reverse the orders of the Corporati~n He, however, 
undertook ta furnish n note on the subject after consulting his 
reads. 

W i t h  regard to the appointment of the Chief Construction 
Engineer, the representative o f  the D V C, stated that the idea 
of appointing the Chief Construction Engineer was resived in 
M q ,  1055 on tho advice of the Worid Bmk i n  order to expedite 
the completion of the Meithon D m .  He further added that the 
Chief Con~truc*tion Engineer w a s  appointed through the Indian 
Embassy in America alter cons~ltat ion wi th  the Chief Engineer 
o f ( b e D V C  

136. The Conmittea dosired that the D V C should furnish 
them wi th  Lhe following infonn ation in this reupece- 

i )  A noto stating tho circumstances under which 
tho q)puintnmnt of the Chief Construction Engineer 

w e s  mado, the reasons for the termination of his 



i i) 

i i i )  

services five months later, *the total lose  incurred 
by Government due to the appointment and the 
improvement and modifications, i f  any, euggested 
by him. ' 

A l i s t  of all the posts in the Corporation carrying 
a pay of Rs 500,' and above wi th  a note giving the 
procedure followed in making the recruitment to 
these posts 

-4 comparative statement giving the administrative 
charges incurred by the D V C over the 1 s s t  three 
years and also expenditure incurred in each year 
under construction and maintenance separately for 
dams and irrigation works and electrical works, 
power stations efx 

Para 6 of t h r  .dudit Report 1955 56 ,Yugatory  expenditure on 
s w i m m i n g  p o o l .  

139, . .-2ccording to .Audit the constuction of t h e  first pool had 
been rest& in .August. 1955 in disregard of the directions i ssued 
by the Corporation in Februcuy 1954 The representative of D V C 
stated that the directions referred to by the Audit related only to 
fresh items o f  expenditure and i t  was not the intsntlon of  the Cor 
poration to stop works already in p n p e s s  As r e p r d a  tho justi  
fication f ~ r  the canst ruct i~n of swimming pool a t  \faithon, he  stated 
that even after the dam construction was completed. Maithon would 
continue to be the headquartms of the maintenance sections with a 
staff  of about 1000 persons The Cornmittae wanted to know whether 
this  proposal had been considered by the Finmcial  Adviser to the 
Corporation. He stated in reply that this p n p o s a l  had been acru 
tinised by him as part of  the pmject ostimato and he considered the 
pnvision of the swimming pool desirable a s  i t  would h~ inadvisable 
to permit the pollution of  tho darn waters and also as there was no 
water in the river for nine rn3nth.s in tho  year Tho roprenentative of 
the D V C informed the Committee that they had no intention of 
building any more swimming pools else where i n  tha project a r e a  

137 The Committee then took up considoration of the statement 
(Appendix VIII) showing action taken or pmpoood to ho taken on the 
outstanding recommendations made by the CommiURo in  t h e ~ r  18th 
Repott 



188. i t e m  No 7 In the note furnished by the D V C i t  had been 
stated that the contractor had ref used to sign the agreement and the 
matter waa being referred to arbitration. The Committee fe\t concern- 
ed that the tendency to permit execution of works without entering 
into firm egreem3nt still persisted, as was n~t iced by them in the 
couree of examinati~n of the Audit Report, 1955-56. They desired 
to know the specific issue which had been referred to arbitretion 
in this case The representative of D V C stated that the contrac. 
tor had demanded higher rates, although he had earber agreed in 
writing to undertake the work at the same ratss as the other con- 
tractor. The question whether the work was awarded to him with- 
~t adeprste safeguards could be decided only after the decision 
of the arbitrabr w a g  known. In reply ta a question he stated that 
the contractor w a s  not being given any further contracts by the 
D,V,C. 

139 I t e m  h o 8 The Committee wanted to know whether the pay- 
ment of sales- tax w a s  nob being clearly stipulated in the contracts 
entered into by the D V C The Financial Adviser stated t h a t  
%hilo inviting tenders the tondeters uere asked ta indicate whetber 
the qu3tatisns wore inclus~ve of sales tax. The Committee were 
informed that unless it ww specifically stated to the cmtrary, the 
iinhili ty for sales tax %as t3 be borne by the supplier. 

140. l t e m . 1 0 9  Therepresentnt iveoftheD\'C.  statedthat 
under the Act any property rendered surplus had first to be offered 
to G~vernmant Thc prnperty w a s  being looked after by the 
C rrttakcr. 

141. I f e m  . t o  10 'rho Sommitme ~ t ~ n t o d  to k n o w  w h y  the Sihar 
Gwemnent w a s  not asked to give an undertaking to re-imburse 
the Cnrparnti:)n for any possible losses. The representative of 
D.V.C stated that tho work was undertaken I n  pursuance of the 
policy of Govommont o f  giving house fot hause and land for land 

persans displaced from tho villages submerged and since there 
no epprehonsion regarding the refusal of the pesple the qtles. 

tian o f  guermtee ww nst considerod. In reply to a question he 
stated that in other pmjscb the Corpxation had nst incurred any 
expenditure on building houses. The reclamation ~f land was 

be in^ undortnkon only to tho minimum and that t30 %sinst 
fim demanda. 



14% I l tems 12 and 13 T h e  repmsentativo of D.V.C. informed tbe  
Commithe that the saheme for imgation had been sppmved by the 
Bihu Govarnment only reaently and this was now undec examination 
by the C.W. & P.C. aad  funds for the  scheme had been found by the 
Oovemmemt of India A s  regcuds t h e  other two schemes, it wss  
SW tbet lift imgation was band to be too coetly and had been 
rbmdotred. The  lew level scheme at Durgapur w a a  under investi - 
g d i o n  and at the instance of the Committee the  Corporation agreed 
to furnish a note regarding tbe  details of the scheme. 

143. . I t e m  No.14 T h e  representative of D.V.C. s ta ted that in 
view o f  the gmwing dernend for machin- and equipment, .the 
C.W. & P C had edvised hem to restrict their disposal  to the  
private sector. A considerable part of the equipment had been 
handed over to the Coverumant of India and also  to other projects. 

144. The Committee then adjourned tili 3 P M, on Thursday, 
tbe 4th July, 1957. 
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145 The Cormittee considered their Drah Third Report on 
the Audit Rep3rts on tho Accounb of Dmodar  Valley Copora 
tion for years 1 9 5 4 5 5  and 1955-56 and appnvod the same s u b  
ject to certain modifications. 

145, The Committee ~uthoriscc! the Chairmiin to sign their 
Report as  q p m v o d  by them 

1 The tmmit toc  d s o  authxisc t i  shri i' T Leuva to ore. 
sent tho R e p x t  to the Rnjy a Sabhls 

148. The Z o m i t t e e  then adjourned s intn d i r  



Summay of d r  ddn conclurio~/Reconmm&tionr of the Third 
Report of b r  Publio Aocowtr  Cornmittre (Second Lok Sabha) on Audit 
Rrpotk  on dl  Aooot~n& of d r  Damodor Vd ley  Corporation for years 
195655 md 19SS56 

S. Pan No. Mini r wy Conclnsionw' Recornmen da. 
No. c o a m e d  done. 
I 2 a 4 .  

1. 8 All  Miniruiea A pemsal of rt and 0 t h  
(Introdoctloa) reports of . 4 c m u t e  

Committee l o o l d  ainble to draw 
certain leasons in regard to the 
plmnfng and execution of national 
rojects of ruch a rna@tude. I t  

rs esuemtid in the interest of pro- 
per finandal armtroi and economy 
an w d l  as of 
that detail 0 b%?%b?:%:ea 
ad the a m s t m c t i ~  phases of a 
Project of peat ma itude &odd  
ba w o t e d  out w d l  advance 
before i t  is taten in hand Fre. 

a r t  reddons of the acope llnd 
E u i l a  of a pmjm u e  in most 
cans Qe to lack of advance 
thinkin . nd  detailed planatng 
which J d a t e  the i n m d d  cairn1 
of Parlimnant even M .rt& a -. 
dtortlon i s  unsatisfactory fran 
the point of v i m  of a&ninistradw 
aoncrol. 

The Committee feel that Covernmcnt 
llbould be rea with detailed "r a n i n  M w e  1 aa b51imatea 
%hn e y  come to Patlirmcnt 
b r  the uactim of  a project. It i s  
hoped that rbo e eriance of the 
Dana& Valley %ryndon dl1 b. 
a @& ta b e  admin stradon in 
fa ore .  



establishrnsnt e sndthrre h a s  a h o m  no 7 corremponding r e  u odon The Publi o 
Account. Cdmmittee in this Report have 
made certain recommendations to effect 
econom in the adn~inistmtlon and i t  im 
hoped J o s e  remmmndat ions  will ba 
implemented soon. 

4. 8  inis^ is^ of 1 & P. The Committee feel thnt a comprehendve 
(Intm D.V.C ammdment of the Dmodar  Valley Cor. 
duction) poradon Act should only Le taken up 

after mature consideration. The rJm 
ject  is not yet com l e t e  and the proper 
time to mde any Jan e s  in b e  A C ~  
will be  when ihe admidstration aspec t  
of  the Corporation takes precedence 
over the construction phase of the Pro 
ject 

All M i n i s b c s  The Committee desirc to draw the uttcn 
( I n ~ o d u c .  tion of Parlimnent to the long delays tion) in getting notes  and memorotrda from 

the Cxecutive As already pointod 
out by the Committee in nrtl 2 of 
their Second Report 1 9 5 f  such cib 
normal delays ham er  the proper 
functioning of the b m m i t t e e  The 
Committee would once a p i n  fmprcse 
u on the Xiniotriea of the i;overnrnent 
o f  hdia e t c  to furnish the i n f o n ~ a  
Lion called for b the (:ormnittce w i ~ l  
in the s t ipu la tcJ t ime  

6. 5 Ministry of  I&p The Comtni t tee  regret to observe that not 
ma& headway has been : I I H ~ C  i n  the 
matter of apportionment o f  exptmdi 
ture incurred 11y tile i J  \' C on Soil 
Conservation. afforestation a n d  
other dcvelopn~en t work* between 
the then u ~ r t i a o ~ t r n r  (;ovemmsnt~ 
as  envisa  cd in' r e d o n  12(e) a n d  cn of the fi v C: .4ct 

The Commlttce a re  anxfoun that thin 
question which i n ~ l v e d  the d l o  
cation of a t o d  expenditure of 
about i t s  183 lakba (upto I)ecaa 
bsr, 19.H) should be decided with 
out any further delay ' l 'h  d c d r e  
that  the budget e s t i m o u ~  iYor tile 
next  year should present a more 
rnnect and r d h d c  picture of tbs 
worklnl( of the  Corporati-. 



7. 6 (G 7 Minimtry of I&P ?ha Committee r ege t  thdr  inabili to 
D. V. C. ' - L e  aatlsfactioa of tbe d . ~ .  

Bat iho M o  i d d  purpomes of tbe 
Damodar V e l t q . M j w t  have bean 
achieved. 

h t lng i r r igedon  Brat, (h wo Jd point 
oat that a l b o ~ t  the 8 d y a  dam 
rer pompleted December, 1959, 
i t  ha* not been found d h l e  to 

ihe waters 60rQOmpticm pur- 
p o w  evso now. All that has been 
achieved during the last  5 years is 

Level In4 don Scheme 
artin a ut RS 35 &m hp. been that a 
w o r d o u t  with b e  concurrence of 
the Governmart of Bihar and i t  i s  
under the conmideration of the Govern. 
m e a t  of India. 

As r e g d o  Irri don in the Lower Valley, 
thou the R r T r  BPn i ue l f  wtm 

e progress in Ap 1. 1955, k 
in J e  utilisation of i t s  water IS held 
up kwse of currain legal difficnldes 
encountered by the Govarnmcmt of Wwt 
Bempl in levying water rates. 

So far an Konar i)am i s  concsrned i t  haa 
not bsan found poadble tb utilisr: 
this water for irrlpdon porpoaae evm 
nor.  I t  is also doubtful whether 
an power clln be gsrerated economi 
JY at  ilonar. Even in re 
mpply of omlin water to E d & o  
n e m a a l  Power &ation, it has i t s  OM 
llmltationa. 

The Colnmittec would atress the point 
that flood con& was only one of h e  
objecm of the Project Put comple 
mentory ocdm of iifforeetation m d  
soil aunervadon has yet to be under- 
takao. 



10. 32 . Ministy o f l g P  While the Committee c m  appreciate the 
D.V.C. e x i a t e c e  of minor daleya snd bottle 

neck8  wbicb are i n e v i t a b l e  in my 
1 u e coamction pmject,  they are 
u n h  to a m p t  ha d e ~  y a mch u 
those remlting from non.sw&ing of 
essu t t in l  sprc p r t a  were either in- 
evitable or monad Fmm t h e  faaa ' 

placed before them. bey uc led to 
the conclesion tha & a  ddmy in the 
execution of the  pmject and the w n  
eequent increeee i n  c o s t e  could have 

k p e r p l o n i n g  md been u b s  tanridly curtailed witb p m  
tern&. ?hey /met th m i t  would now be  p o a d b l e  

for the Co oration to adhere to the 
rsvimed s d: edule for completion~of 
the projects 

( i )  T h e  Committet Jacl th a i t  would h a m  
been pmdent to rty our the wPgon 
drill e purchmmed in November, 195 1 
as .a e x p e r i m e t d  m e a m r e  before 
pmceedbe;  witb fred p e r c h w e  

( i i )  As regurds the d i s p o d  of the mrp lua  
driI1m the Caaunittee would sup, 

di t ioody 
$ "' that t h e e  should be  d i e p u r r d  o e v e  

The C m m i t t e e  urn sarprimed note hrt 
the f i r s t  block rnding machine  cost 
ing &ou t  Rs 12.332: $loold have 
been purch .sad by the I) \.' C nlsrely 
on the advice o f  ernah 
o f t h e  C a n e t  Compcav wi 1""" art  pm e r  
in vce i t igdanr  r e g ~ d k y  its d ~ d i t t y ,  
and t ha t  afoar icnunmitabiIity bed 
been  p r o d  it Aoold h a w  been mom 
Jy t x ~ s l s m d  to M s i b ~  i n n e d  o l  
m d i n g  m emwiry am u, Lor urch l 
rn whine w w  p u t c b d  



'Ibe Committee ur amazed that in order 
to meet Us limited requiranent of 
blocka, the D. V.C. ahoold have under 
takm the purchase of a s e m d  
nuddne coatin@ Rs. 1.13 lakhs. Ihy 
canaot he1 conclodin that the per 
m a  who h d a t e d  anfap roved of 
thim par&- wen ~ n S f u 1  of the 
b d a l  interearn of the 6 ration. 
Ihe Coaxnittee would like to% 
apprleed of the &.pod of these 
machines 

?he Comml ttee are unable to ap reciate 
tbe implidt reliance ednce 1 
by the Corporation on the advice of 
mmufactnrat. of the earth moving 
machinery T b q  feel that instead 
of rdyin rolely on the advice of 
Ik mmufactnren, the Qrporadon 
kid have made efforts to aascss 
the acmal ams~mption of qaraa 
either from their own experislce with 
these machines or horn the erperi 
atce of otberm who had utilised sud' 
machlnus in the past 

The Committee would like to be apprised 
of the dl~poeal  of these aurplue 
stare8 

' h e  Miniet of I & P have not m fa 
appriae7the a m i t t e e  about the 
toma11 of the arb tration proceedings 
la he case referred to i n  Para 10 
of the Audit Report  or^ the Accounu 
of the D V C for 1955 5rZ In the 
abesnce of this the Comaitme am 
obliged m reserve their mnrmsn& in 
this w e  dl1 they hear in the matter 
hvthsr 

U i i l m ~ ) .  of I&P The Comittee wodd llke to bc 
a v. c. 'Tpnvd of the ptogesr of the case re erred 

to in  para 13 of Audit Rtwort. 1955 



15. 52 Ministry of I&P In the two oases r d a d n g  to the excess  
D. V. C. collection of Stores wmrnsnted upon 

in Para 11 of Audit Report. 1954 55 
thou& there had bean fortuitous 
profits in the disposal of the surplus 
materials the Committee cannot over 
look the lack of proper lanning which '3 the circumstances rave ed In several 
c a s e s  o f  excess  purehares and  w n s e  
w e n t  accumulation of surplus s tores  
reported to &em, the one common 
factor which the Camnittee have 
noticed i s  the abemce  of any malib 
t tc  appraisal of requirements before 
making purchases 

The Comrr~ittee would l ike  to reiterate 
h d r  oft repeated obeuvtltion that 
the naintsnence of excessive s tocks 
involved the tax pnyer in a four fold 
loss .  there is l o s s  of interest on rap  
capital unnecenaatily locked u p  
there i s  lows ariain from the ;roscii 
bility of the s tores  %cmrniny v b a i r t r  
and unsaleahlc or diapoa~klc onlv a t  
a rate lower than h e  coot price h e r e  
ia also avoic&ble ex endittire on cure 
and maintenance stay1 beside, cxpm 
diturr on storaLv accanwodntion 

The Committee should lixc to be n,?lmred 
in due course of the l a te r ;  jr,srtion in 
re  c c t  o i  disporni of surplus atorerr 
in%e a s t o +  of uie i) Y I ,  a i d  x t  
other l'rojectm under t .ha  by me 
Governmcnt of 11 id i t i  



have claimad i f  he had fulfilled the 
contract In time. 

The Committee ahould be informed in due 
course of the extent of the psnalty 
imposed on the B m .  and aloo of the 
recovery of the averpayment on 
a c c ~ u n t  of price variation. 

Tne Committee are of the opinion that 
the nu atory expenditure to the tune 
of IIs P24.037 on the purchsae of 
two Ball X l l s  could have been 
avoided had the D V C, taken expert 
opinion before $1.6 in for these 
mills instead o after 

3P. 68 hliniry.  of I IP ,  The tendency on the part of the h 'neers  
F ~ n a n c e ,  ,411 to proceed wih the execution o ~ w o r k s  
J=otrieo without entering into a formal a e e  
I) V.C rnent with the mnt-actore s h o u l r  be 

discouraged end definite instmctiono 
issued in this regard. I t  i s  rege t tab le  
that such n Dractacc I s  a t  $1 counte- 
nanced by 6 e  administration despite 
the C~romit tee s oft repeated n o o m  
meadadon a s  reiterated in Para 25 
of their 18th Report on the l3 .V C 
that snve  in s o x  exceptional drculn 
etancee no work of any kind should 
be commenced without the prior exe 
rution of the contract documarts a s  
such a m u r s e  not only u n d e d n e ~  h e  
recogniaed canon. of business pm 
dsnce Lut also a t  dnies tends to 

me Govemn~mt  at be a c r q  of 
c ~ e  contractors 

\ h l a t r y  of  1P.P In the Comnrittce s opinion there was no 
n Y c justification for r e w ~ n i n g  the cans 

trucdon of h e  swimr:x~g pool at 
blaithon aftor suspmuion for a long 
period whan the constnrction work 
at  Mdthon I)un bad ban r a c t i c d y  
completed m d  the bulk o r h e  l a b u r  
force for rrbose h e 8  t this 
b d n g  mn.tmctad had been 6% 
They feel r u m  cned In this view e as, they learnt a t  no such sHimn~ing 
pool amenity hnd bean thought of by 
the I: \' I: slthar at  bks l ro  or Konar 
or Ti l r iya or I 'urppur 



22, 77 Ministry of IXB The Comndttee feel that in their case re la t  
n. 1'. c. ing to the constrction of Ranchi-Pataa 

Dlverdon Road the E.V. C. appears to 
h e w  u n d e n l s n  an onerous idspond- 
hility by putting Loo mu& faith on what 
WM evidantly a guesm e s t h e t e  without 
takin reaeonable precautions to snsure 
that &e entimate was reliable. ?be 
Committee desire that the Corporation 
should proceed to fjx me ondbili ty 03 
the enona rospoadb~e $r the 0rigin.l 
unrdiiable eadmate on which judpmant 
wan based. 

(i) The Coalnittee regot  to note that in the 
caae reladng to the appoinmant of 
lkputy Project hlaaa r md Chief Cons 
truction b p j n e o  a &mion ru 1.ta 

2 the Vinisuy of Irrlption and Power 
years after the actual appointment 

had already be- n~ade when thy wold 
not but acquieece to the ap oittrrrsnt of 
the Project Manager whicb !ad basorno 
e fait occompli 

( i i )  ' n e  Committee ere of the view that ad 
hoc creation of post8 in thio mrmner. 
art h a t  increasing the estahlinhnmt 

x a r  e s  of the Project which are already 
wryfeavy  reult .  in irnyedin~ the pro 
p a s  of work on account of the inewt 
able dilutlun of responmibillties which 
i t  involves 

(till The Committee ate m r p r i ~ e d  that the 
l i  V.C &odd  have proceeded to make 
the poinfmsnt of the Chief Construc 
tioc%uineer o shortly a i m  they had 
b r  valid resume decided to drop the 
idea 7he Comn~ittee omnot r e d s t  rhs 
condudon that in thlo came tho Ckpo 
radon acted without cureful csonddera 
lion 



25. 0 9 Ministry of I & P In the c a s e  relating to e x c e s s  payment to 
Finimce . M,'s  Hind Pate1 & Co, .  for certain 
D.V C .  items of work done at  Konar D m ,  which 

had been nuccessivel commented upon 
hy the Committee in d e  past.  the Com- 
mittee would reserve t h e n  Further com- 
ments until thev are in possession of 
the resul ts  of the arbitration proceed- 
i n ~ s  

at. 

In the c a s e  relating to the construction of 
some staff quarters at Dur apur, the 
Committee were informed &at oneof 
the two contractors who had put in some 
rxtra  claims hadrefused to sip the 
Agreement a s  he  had demanded hi& 
ra tes  and thematter had, therefore, gone 
u p  for arbitration The Committee 
would await the result of the arbitration 

r h r  Committee would su gest that since 
the operational work o f t h e  D V . C .  i s  
almost completed, theD V.C should 
eer~ously consider the question of 
shifting their Head uarters from 
Calcutta to some o%er place in the 
Vallev and take immediate action to 
dispose of h e  propcrtv acquired bv 
them at  Renchi for construction of the 
Ilrodquarters dffrce and thus realise 
the funds locked up in this  transaction. 

Q 5 I '  ~niqir , ,  o\ I t ,  t 1  - .  - ---- -lhr Committee suggest that the question 
) . I '  ' ,  regarding the final adjustment of the 

~xpwid i tu re  incurred by the D. V . C  on 
, ;chut i i l~tat ion of the displaced persons 

:n pursuanre of thepalicy of land for 
l i~nd imd hoose for house' had been 
pentlinc for over 5 years The Govern 
r i rnl  ol India m a y  ronsider the desir 

tuapices \+ i ~ h  a v i e w  to 
~ I U ~ U L I I I Y  acceptable 

R J  no purpose is  likelv to 
%CB ac,hlr\ed Lv prqtracted corres ndence R" or routine nrpotrnt~onvhctween t e 
1) \' C: culdthr flihar I;overnment 



29 38 Ministrv of I @  - n l e  Co~nrdtteo would like to Lave a report 
L). V.C. on the implsmnntntion of tne IH (ri~ Levd 

l i f t  Irrigation Schune for utilieiltion of 
witas stored in ?YId ' k c  and I ts 
financial effectr in CG oourse As 
regards the low level sctte:ae at Durp 
pur. the Comml tree were informed that 
this wan under invemtilption. Ihs 
Coinmittec desire to be apprised of the 
result o f  these investlptions in due 
course 




