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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, having been 
authorised by the Committee to present the Report on their behalf, 
present this Fort y-second Report on the Appropriation Accounts 
(Civil) (including Proforma Commercial Accounts), 1959-60 and 
Audit Report thereon. 

2. The Appropriation Accounts (Civil) (including Proforma 
Commercial Accounts), 1959-60 and Audit Report, 1961 were laid 
on the Table of the House on the 5th May, 1961. 

3. The Committee examined these Accmts  and Audit Report 
thereon during their sittings held in August and September, 1961. 

4. A brief record of the proceedings of these sittings of the 
Committee has been maintained and forms part of this Report. 
(printed as Part I1 of the Report). 

5. The Committee also considered the statement showing action 
taken or proposed to be taken pursuant to the recommendations of 
the Committee made in their earlier Reports relating to Civil 
Accounts, at their sittings held during November-December, 1961 
and March, 1962. The statement as approved by the Committee 
has been appended to this Report (Appendix I, Vol. 11). Some of 
the important cases outstanding from the earlier Reports have 
been dealt with in the body of the Report. 

6. The need for expeditious submission of information called for 
by the Committee in the course of evidence has not yet been 
appreciated by the Ministries. For instance, the Committee had 
called for information on a number of points from the Ministries 
when they examined the representatives of those Ministries in 
August, 1961. The requisite information has not been furnished 
yet (March, 1962), although more than seven months have elapsed, 
Vide paragraphs 100 (Ministry of Food), 158 (Iron & Steel Con- 
troller's Organisation), 232 and 244 (Ministry of Works, Housing 
and Supply) in this Report. (The prescribed period is one month 
for this.) The Committee strongly disaprprwe of such delays. The 
delays hamper the work of the Committee and prevent them frm 
recording thek final conclusions in time on the merits of cases. An 
i m m W  consequence is that the number of outstanding items 



increases unnecessarily. This dislocates the programme of busirresd 
of the Committee resulting in avoidable work alhound 

7. The position ir, regard to  progress of action to  be taken pur- 
w n t  to  the recommendations of the Committee is also not satis- 
factorv. Successive Public Accounts Committees an the past have 
emphasised the need jor prompt action. The time-limit of one munth 
laid down by the Committee is not being observed by nwst of the 
Ministries. By such delays in taking action, the criticisms and 
suggestions made by the Committee in respect of some of the 
important procedural and financial matters lose much of the force. 

In Para 5 of the Introduction to their Twenty-third Report 
(First Lok Sabtua), the Committee of 1956-57 had suggested that a 
senior ofjzcer in each Mi~rzstry should be nominated to be responsible 
for furnishing information called for by the Committee, taking 
appropriate action on other requests and for dealing with their 
~ec~mhendat ions .  Despite the asSUTanCe that the Ministries have 
noted and implemented the recommendation, the Committee regret 
to  point out that the position remains the same. In quite a number of 
cases, the delay exceeded two years. The Committee desire that 
the Ministry of Finance should take a serious view of this state of 
a flairs. 

8. The Committee are also concerned to observe that despite their 
repeated emphasis on prompt action in disciplinary cases, the posi- 
tion is still far from satzsfactwy. In one case relating to the 
Ministry of Rehabilitation, disciplinary proceedings were aot initiat- 
ed even years after the irregularity had come to notice and the 
Officers concerned retired from service. In another case relating to 
the Hindustan Steel Ltd., failure to take disciplinary action in time 
before the officer's retirement had enabled that officer to escape 
punishment. In yet another case relating t a  the Ministry of Works, 
Housing and Supply responsibility for irregularities had not been 
fixed till December, 1960 though the case related to 1951-52. Such 
delays, the Committee would like to  point out, not only impair the 
standards of eficiency of public services but also undermit~e the  
financial interests of the State. The  Committee would, therefore, 
again urge that disciplinary proceedings should be intiated as s m  
as an irregularity comes to  notice and adequate punishment should 
be inflicted on guilty oficials. 

9. During the course of their examination of the Audit Report, the 
Committee came across several cases in which the facts contained 
in the Audit Report were controverted by the representatives of the 



Ministries concerned. In these cases, the position had not been 
explained to Audit within the prescribed time-limit of six weeks 
after the draft paras were sent to them for factual verification. Nor 
had it been done even later. The Committee would once again draw 
attention to their oft-repeated recornmenciation that the Ministries 
and Departments to whom draft Audit paragraphs are sent for 
factual verification should make e v q  effort to adhere to the prm- 
ctibed time-limit of six weeks so that thc Audit Report is based on 
incontrovertible facts. If, in exceptionul cases, it is not possible to 
do so, the correct position should be brought fo the  notice of the ' 

Committee through Audit as soon as possible so as to enable them 
to arrive at  proper conclusio~zs zuithoz~t any waste of time. 

10. The Committee considered and approved this Report at their 
sittings held on the 16th and 17th March, 1962. 

11. A statement shcwing the summarv of the principal recon- 
mendations of the Committee has been appended to this Report. 
(Appendix) For facility of reference, these have been printed also 
in italics in the body of the Report. 

12. The Committee d a c e  on record their appreciation of the 
great assistance rendered to them in their examination of these 
Accounts by the Comptroller and Auditcr General of India 

N m  DELHI; C. R .  PATTABHI RAMAN, 
The 17th March, 1962. Chairman, 
Phalguna 26, 1883 (Saka) Public Accounts Committee. 



FfNANCLAL RESULTS OF THE GOVERNMENT OF INDIA 
(CIVIL GRANTS), 1959-60 

During the year U59-60, the Voted Grants for Civil Expenditure 
stood at Rs. 1333.21 crores (original Rs. 1237.50 crores and supple- 
mentary Rs. 95-71 crores) and appropriations for charged expendid 
ture stood at Rs. 5974.89 crores (original Rs. 5968.51 crores and 
supplementary Rs. 6'38 crores) . 

Tie total expenditure against these grants and appropriations was 
Rs. 1242- 94 crores and Rs. 5810.46 crores respectively. There was thus 
a net saying of Rs. 254.71 crores over final grants and appropriations 
(Rs. 9C.28 crores on Voted Grants and Rs. 164.43 crores on Chargd  
Appropriation). 

2. Out of 132 grants voted by Parliament for the year 1959-60, 
savings aggregating Rs. 92 crores (about 7 per cent. of the total voted 
grants) occurred in 123 grants. Supplementary grants totalling 
Rs. 95.7 crores were voted by Parliament in Septelmber and Decem- 
ber, 1959 and March, 1960. But, the entire supplementary grant's 
totalling about a crore of rupees taken under four grants 
and bulk of supplementary grants under other eight grahts re- 
mained unutilised as will be seen from the following statement: 

! 

NO LO^ the total expenditurr of Rs. 7053.40 crores, Rs. 776.36 cmres were on 
F evenue Account, Rs. 553.73 crorcs on Capital Account and Rs. 5523.31 crorts on 
d.sbursemeni of Loans and Advances. 





~4-Miscellan~us ~epartments and other Expenditure 
under the Ministry of Transport and Communica- 
dons I,7I,I7,oOO 

x r &Loans and Advances by the Central Government 2,1 1,gg,g6,ooo 

r zp-Capital Outla of the Minisay of Scientific Research 
and C u l d  jlfava . 2,37,85,000 

15,~ ,ooo 
March, I- 

' 16,92,000 
March, rg60 

34,629- 
March, 1960 

3. It is observed that in theabove cases the Suppkmstary Grants weremostly taken in the last monthof the year i.c.  arch, 
1960 and that the savings were also surradered in the same month. This indicates that Supplementary Gmg were obtained 
without taking into account the savings available within the Grant. In the Committee's o p n i m o n ~ < ~ e c n ' v e  fm -1 
W H  the progress of expenditure and  ass^ of requirements me called for. 

4. During the year under report anounted to 6 -  77 and 2-  75 per cent of the final grants and appr0prt!hlI8 m- 
m v e l y .  The corresponding figures for 1958-59 were 12.93 and 5 so6 repedvdy. 



\ 

5. The following table shows at a glance the particulars of the original and final grants or a p p r o p r i a ~ ~  the & 
.ture actually incurred against them under the heads :- 

( i )  Revenue, 
f (ii) Capital, and 

(;it) Loans and Advances 
(In thousands ?f Rupees) 

195* 

Original Grant or Find Grant or 'Actual 
Appropriation Appropriation expenditure 

Expenditure met from Revenue (Voted) . . . 
Expenditure met from Capital (Voted) 
Disbursements of Loans and Advances (Votch) : 

TOTAL (Voted) 

Expenditure met from Revenue (Charged) . 
Expenditure met from Capital (Charged) . 
Disbursements of Loans and Advances (Charged). . 

TOTAL (Charged) 
, 

Tad Expenditure met: from Revenue . 
Total Expenditure met from Capital . 
Total Disbursements of Lbans and ~ d v a n c i  



6. The actual expenditure during the year exceeded the GrantslAp- 
popriations in 14 aws-undtr 9 voted grants and 5 Charged Appmpria- 
tiom. The exce8s involved was Rs. 173.72 lqkhs er Voted Grants and 
a. 307.23 lakhs under Charged Appropriations. "41, e Committee haw 
&ned the reasons for the excesses with reference to the facts of each case 
and have submitted a separate Report, reccmending the regularisation of 
those excesses in accordance with the provisions of Article a15 of the 
Constitution. 



BUDGETING AND CONTROL OVER EXPENDITURE 

7. In the year under repa%, savings aggregating Rs. 260 mores 
occurred under 123 and 29 Grants and Appropriations out of 132 and; 
86 G~ants and Appmpriations r-vely. The comparative position 
regarding t/le aggregate savings in the last three years is as 
follows: - (L 

Year Amount 

These figures indicate that over-'budgeting has been a regular 
feature for the last few years. I 

8: Some of the important cases of large savings under Grants and: 
Appropriations are given below: I 



No. and Name of Grant Original and Expenditure Saving P-wP 
Supplementary 

Grant/ 
Appropriations 

(1) 12) (3) (4) (s) 

Voted Grants 
3-Salt . . 
&Ministry of Community Development and Co- 

operation . 
13-Minisuy of Education 

26-Stamps . 
32-Miscellaneous Departments and other Expendi- r 

ture under the Ministry of Finance 
44-Public Health . 
gg-Laccadive, Minicoy and Amindivi Islands . 
60-Miscellaneous Departments and Expenditure 

under the Ministry of Home Affiirs . 
68--Chief Inspector of Mines . ' . 
@-Miscellaaeous Departments and Other Ex- 

penditure under the Ministry of Labour and 
Employment . 

78--Zoolugical Survey . 



Voted Grants--contii. 
13. 1x2--Capital Outlay on the India Security Press . 
14. 1 1 4 4 p i t a l  Outlay on Mints . 
IS. I I 8-loans and Advances by the Central Govemment 
16. 11g-Capital Outlay on Forests . 
17. 121--Capital Outlay of the Ministry of Food and 

Agriculture 
18. 128-Capital Outlay of the Ministry of Rehabilitation 
19. 130--Capital Outlay of the Ministry of Steel, Mines r 

and Fuel . 
20. 133-Capital Outlay on Ports . 
21. 13-er Capital Outlay of the Ministry of Works, 

Housing and Supply . 
Charged Aw~prrations 

aa. 97--0ther Civil Works . . 
23. I 18-loans and Advances by the Central Govern- 

ment . 



9. The Committee noticed that in the Mi* of Health, which 
deals with an important Social Service, large savings (Rs. 2.14 
crores) have resulted due mainly to nm-finalisation of the Schemes. 
The hrPinistry of Home Affairs ale0 showed large savings (Rs. 3.70 
crores) some of which were due to nm-implementation of schemes 
for Welfare of Backward Classes. Non-implementation of housing 
schemes for Miners by the Central Government and less expenditure 
on schemes for training of craftsmen, displaced persons, etc., by the 
State Governments accounted for savings of nearly Rs. 2 crores 
under Grant No. 69 controlled by the Ministry of Labour. Grant No. 
130 relating to the Ministry of Steel, Mines & Fuel showed savings of 
Rs. 4.17 crores due to delays in progress of oil exploration schemes 
and eertain mining projects. Slow progress in the Industrial Hous- 
ing Projects and Slum Clearance Schemes also resulted in savings of 
about Rs. 1.3 crores in the Ministry of Works, Housing & Supply 
(Grant No. 138). 

Ten grants and two Charged Appropriations viz. "Loans and Ad- 
vances by the Central Government" and "Repayment of Debt" alone 
were responsible for about 84 per cent of the total saving of Rs. 260 
crores during the year. 

Obviously, these large savings indicate defective budgeting. The 
Committee would like to impress upon the Ministries the necessity . 
for estimating their requirements correctly and working up to t h e  
estimates with the closest degree o f  appr~ximation, making a periodi- 
cal review of the progress of expenditure during the year. 

10. In the following cases surrenders were made in excess of total 
savings in Voted Grants and Charged Appropriations: 

No. and Name of Grant or Appropriation Amount of Amount of 
savings surrenders 

. . 36,219 62,500 
13-Ministry of Education . I~,II,IT 12,37,700 
16-Tribal Areas . 54,643104 54978,700 
23-Union Excise Duties . 149059517 17968,200 
16--Stamps . 56&730 ~6~45,200 

Grants-in-aid to States . 6912,235 6,15,ooa 

41-Miscellaneous Departments and Other 
expenditure under the Ministry of 
Food and Agriculture . 34950,737 34966,647 



74-Minisay of Scientific Research and 
CulturalAffairs . 93,013 94- 

8~-Mieotllaneow Departments and Ooher 
Expenditure under the Ministry of 
Stcel, Mines & Fuel . 1963,414 3 7 d m 4  

85-Ministry of Transport and Communi- 
cations . 2938,977 244,500 
Staff, Household and Allowances of 
the President . . 3,173443 4,229900 

I 17-Other Capital Outlay of the Ministry 
of Finance . . 14,9181,338 14,92,53,795 

118-Loans and Advances by the Central 
Govt. (Charged) . 17,22,89,670 18,67932,- 

13o-Capital Outlay of the Ministry of Steel, 
Mines and Fuel 7,77956,992 7383970,043 

11. In the following cases, funds were surrendered although there were 
excesses over the final grantlappropriation :- 

No. and Name of the Grant/Appropriation Excesses over Amount of 
the final grants/ surrender 
appro. 

Rs. Rs. 

35-Prc-partition Payments (Charged) . 344,059 82,800 
97-Other Civil Works . 1,01,17,881 81,781 

I I I-Capital Outlay of the Ministry . of . 
External Affairs . ' 345,979 8&3w 

12. The instances quoted in paras 10. and 11 above would indicate 
lack of a proper review of expenditure. 

13. The Committee will now refer to some of the specific cases of 
aver-budgeting and laxity of control over expenditure during the: 
year under report as disclosed m the accounts. 



MINISTRY OF EXTEFtNAL AFFAIRS 

(a) Grant No. 16-Tribal areasMaCes 2 and 4, Page 1. 
Against the total saving of Rs. 54,64,104 in this Grant, a sum of 

Rs. 54,78,700 was surrendered. Sub-Heads A (1) -Pay of OfAcers and! 
A. 1 (2)  -Pay of Establishment at page 2 showed large savings. Sirni- 
larly, wb-head B-1 Expenditure on Buiidings of Militia and Frontier. 
Constabulary at page 2 and sub-head C. 7-Comrnunity Projects, etc. 
at page 7 showed savings in provisions f g  works expenditure. 

It was explained to the Committee that savings under sub-heads 
A. l(1) and A. l (2)  were due to the non-filling of sanctioned posts. 
The Committee, however, n6tice that under these sub-heads savings 
of the same order had occurred during 1958-59 also. They, therefore, 
feel that provision under these heads is not being ma& on any realis- 
tic requirements or data. 

As regards surrenders of Rs. 3,34,700 under sub-head B-Buildings, 
it was explained to the Committee that in the tribal areas it was 
dimcult to estimate accurately and maintain progress according to 
plan in spite of  best efforts. Lack of means of transportation hindered 
timely movement of  materials. Moreover, the staff there was not of 
the same calibre as was found in settled areas, though every year 
there was an improvement. 

The Committee note these difliculties. But they feel that such an 
explanation could not be valid year after year. They could not also 
get a satisfactory eqlanation for the surrender of Rs. 5,70,000 out of 
a provision of Rs, 12,10,000 under sub-head C. 7-Community Project 
etc. The Committee desire that while framing the estimates, practi- 
cal difliculties in the execution of schemes in tribal areas should be 
duly taken into account so as to avoid over-budgeting. 

MINISTRY OF FINANCE 

Appropriation Accounts (Civil), 1959-60-Vol. I 

(b)  Grant No. 112-Capital Outlay on the India Security Press- 
page 139. 

As against the original provision of Rs. 11 lakhs there was a saving, 
of Rs. 9.63 lakhs in this Grant. Practically the entire amount provid- 
ed for land and buildings and about 50% of the amount provided for 

. Plant and Machinery had been surrendered. 



tt was stated before the Committee that the sunendered amount 
representated provision for consttuction~of a labour colony, a hospital 
and some staff quarters. The budget p~ovision had been made much 
Ahead of the commencement of the financial year and at the time of 
framing the revised estimates, the amount was surrendered, because 
of delay in construction. 

The Committee are surprised at this explanation. Provision of 
such a brge sum for a scheme without ascertaining whether it could 
be implemented during the budget year was prima facie wrong. In 
such cases, the pmper course for the Ministry was to make a 'token' 
provision in the budget and'approach Parliament later for funds when 
the  schemes had been worked out in detail. 

(c) Grant No. 113-Capital Outlay cm Currency and Coinage-- 
Sub-head A. 2-Buildings-page 140. 

As against the original provision of Rs. 39.94 lakhs under this sub- 
'head, a s~ of Rs. 27-68 lakhs could not be utilised. 

The Ministry explained the saving as due to slow progress on con- 
struction work, which was not anticipated at the time of preparation 
,of the budget estimates. The bulk of the provision (Rs. 31 lakhs) had 
'been made for the construction of a building for the new Currency 
Press, work on which was already in progress. The Ministry stated 
-that expenditure on this work was not incurred after the Labour 
Offlcer pointed out that the building lacked arrangement for cross 
ventilation. The Committee are surprised t o  note that such an 
obvious defeat in the  plan of the building m t  unnoticed at the 
earlier stages of scrutiny and technical sanction. . 

MINISTRY OF HOME AFFAIRS 
Appropriation Accounts (Civil), 1959-60-Vol. IX. 

( d )  Grant No. SZ--Statistics-page 20. 

The entire saving of Rs. 23 lakhs in this Grant occurred under 
Grouphead A-4--Grants-in-aid, contributions, etc. 

The Ministry of Home Affairs attributed the saving to withholding 
of part of the payment due to the Indian Statistical Institute in con- 
nection with the Project of National Sample Survey entrusted to the 
'Institute on contract. On account payment of only 90% of the con- 
tract amount of Rs. 32 lakhs was made. The balance was not paid for 
want of completion certificate before the close of the financial year. - 
Further, another sum: of Rs. 151 lakhs had been included in the budget 
estimate for the year 1959-60 for grants-in-aid towards capital expen- 
diture against which a sum of Rs. 6.50 lakhs only was sanctioned as . 



dbl-account payment. The balance was' nat paid pending verification 
of the work executed by the Institute. 

In =ply to a question as to why provision was made in the budge 
ptimates for 1969-60 when the entire amount was not expect& to be 
paid in that year, it was admitted that the provision could have .been 
made more accurately. The Committee regret to observe that this is 
another instance of loose budgeting and trust that in future the budget 
estimates in regard to Grants-in-aid wculd be more realistic a d  
accurate. 

(e) Grant No. 56.Andaman and Nicobar Islands-Page 211. 
The actual expenditure fell short of the' final grant (Rs. 3-11; 

crores) by Rs. 50 lakhs. A large part of the saving occurred under 
sub-heads C. 1 (1) -Timber and other produce removed from the 
Forest by Government Agency-and C. 4--Development Schemes. 

The Ministry explained the savings as due to (i) non-implemen- 
tation of Forest Development Schemes because of belated receipt and 
non-procurement of equipment on account of foreign exchange affi- 
culties, and (ii) non-adjustment of debits and non-receipt or non- 
purchase of stores. 

The Committee enquired why schemes involving foreign exchange 
should at all have been budget& for and at what stage the difficulty 
regafding foreign exchange was encountered. It was stated that 
provision f o r  the schemes was made on the assumption that necessary 
f o ~ i g n  exchange would be available, although the difficulty to get 
foreign exchange was already known to them. The Committee are 
of opipion that funds for schemes involving a substantial amount of 
foreign exchange as in the present case, should not have been pro- 
vided for in the absence of a reasonable prospect of the foreign ex- 
change being made available. 

MINISTRY OF STEEL, MINES 8c FUEL (DEPARTMENT OF 
IRON & STEEL) 

Appropriation Accounts (Civil), 1959-60-Vol. XVI 

(f) Grant No. 8LMiscellaneous Departments and other Expendi- 
ture under the Ministry of S.M.&F.-page 11, Note 1 

In the above Grant, a total sum of Rs. 37,06,074 was surrendered 
While the final! saving amounted to Rs. 1,63,414 only. 

In evidence, the represkntative of the Ministry (Department of 
iron dr Steel) stated that the Grant comprised of a numker of items 



mme of which had not b*eotimated carrrcctly. He admitted that 
the variation between the actual saving and surrender should not 
Imve been so wide as had occurred in the present case. The Com- 
m&ee cannot help remarking thcrt this is a clear case of acfsctive 
W g e t i n g  and luck af cotLCro2 over the progress of expenditure, hq/ 
frwt thut the Min* be nwre careful in future. 

MINISTRY OF .STEEL, MINES & FUEL (DEPARThdENT OF 
MINES & FUEL) 

Appropriation Accounts (Civil), 1959-60-Vol. XVI 
(g) Grant No. 82-GeoZogical Survey, pages 3-4. 
As against the Anal Grant of Rs. 2.21 crores under this head, the 

,-actual expenditure amounted to Rs. 1.25 crores, resulting in a saving 
#.of Rs. 96 lakhs. The entire saving was under Grouphead A-Dhc- 
torate-Establishment charges, pay and allowances of oflcers;' etc. 
which are standing charges of the Department. In the' preceding 
year also there was a similar saving under this head. The Ministry 
.stated that the original provision was made on the basis of the nuni- 
ber of posts' of geologists, etc. which were expected to be filled during 
.the course of the financial year. As, however, the expectation did not 
materidise, the funds provided therefor remained unutilised. 

The Committee enquired why the Department could not prepare 
the estimates more accurately in the light of its experience during 
the  preceding years. They were informed under the existing pro- 
cedure, accurate budgeting in cases of this type was somewhat d a -  
cult. According to the procedure in vogue, action to fill the p6sts 
,could not be initiated unless prior sanction thereto had been obtain- 
ed, and provision therefor made in the budget. As it was not always 

,possible to fill the sanctioned posts as envisaged, savings were a 
natural consequence. 

. The Committee consider that the existing procedure in this 
matter needs examination. They desire that the quesitwn should be 
examined in all its aspect and a suitable procedure evolved in con- 
.sulation with the Ministry of Finance and Audit. 

MINISTRY OF TRANSPORT & COMMUNICATIONS (DEPART- 
MENT OF COMMUNICATIONS & CIVIL AVIATION) 

Appropriation Accounts (Civil), 1959-60-VoI. XMI 
(h)  Grant No. 132-Capital Outlay on Civil Aqiatiorc, pages $647. 
There was saving of Rs. 43-72 lakhs .in this Grant. Tkis was 

mainly under the Group-head A-1:Aviation works. According to 



* MfnistrP, stores worth about Rs, 9 lakhs accounted for part of 
the large saving. A deta$M not w pmmhd to the 'Comrn5ttea 
tohichftdiUatDoited 



IMPORTANT OBSERVATIONS ON INDIVIDUAL MINISTRIES 

14. In the following paragraphs, the Committee refer to some of 
the important points that they considered in the course of examina- 
tion of thc Accounts relating to various Ministries. 

MINISTRY OF COMMERCE AND INDUSTRY 

Extra expenditure in direct hiring of accommodation etc. Pam 9 of 
Audit Report, pages 12-13. 

15. In April, 1956 the Development Commissioner, Small Scale 
Industries hired directly private accommodation at New Delhi with 
effect from 2nd May, 1956 on a rental of Rs. 1,600 per mensem plus 
house tax @I0 per cent. and also the difference between the lease 
money payable for residential accommodation and office accommo- 
dation. Having agreed to these conditions in a letter issued to the 
owner of the building, the Commissioner asked the Estate Office on 
25th April, 1956 to enter into a formal agreement with the landlord 
on these terns. The latter referred the matter to the Ministry of 
Works, Housing and Supply who held that the action of the Deve- 
lopment Commissioner in making a direct deal was not correct 
under the prescribed procedure and that as the ccnstruction of the 
building in question had been completed an the 11th June, 1956 it 
attracted the provisions of the Rent Control Act, 1952 requiring 
flxation of rent by the Rent Controller. The Law Ministry held 
that the Development Commissioner's letter to the owner did not 
create a legally binding contract as it had not been issued in the 
name of the President, as required under Article 299 of the Consti- 
tution, and that it had not been signed by an officer authorised under 
the notifications issued thereunder. As such, the provisions of t h e  
Rent Control Act could not be invoked. It was, therefore, suggest- 
ed that the iremises should be vacated immediately and'a rent per 
annum equal to 74 per cent of the Capital cost of construction 
(being the reasonable rent sustainable in law) might be offered to- 
the landlord for the period of occupancy and that in case the owner 
filed a suit, it should be defended. This advice was, however, not 
accepted by the Ministry of Works, Housing & Supply in consults- 
tim with the Ministry of Finance as, it might not be desirable tc, 



have recourse to the suggddion made by the Law Ministry in view 
of the commitment already made. 

The building was ultimately vacated an the 31st October, 1957 
and a total payment of Rs. 33,286 according to the terns  originally 
agreed in April, 1956 Comprising rent Rs. 28,749, house tax Rs. 2,587 
and additional ground rent Rs. 1,950) was eventually made in 
December, 1957, July, 1958 and March, 1960, for the period of actual 
occupancy. Assuming Rs. 813 per month as the reasonable rent 
@7+ per cent of the capital cost of Rs. 1,30,000) an extra expendi- 
ture of about Rs. 18,700 was caused to Government. 

16. In evidence, the Committee were informed that office 
accommodation was urgently required for the newly created 
Department of Small Scale Industries and the user Department was 
therefore, justified in taking initiative in finding out suitable 
accommodation. On an earlier occasion, the Development Commis- 
sioner had hired two houses in the same locality and the rent of 
those buildings was accepted as reasonable by the Director of 
Estates and the latter entered into agreement with the landlord. 
In the present case, the Director of Estates considered the rent as 
too high although in proportion to the covered area, it was lower 
than that paid for the two houses earlier. The Development Com- 
missioner had, therefore, no reason to believe that the rent of the 
building was high. The Committee were assured that there was 
no mala fide on the part of that officer. 

17. While the Committee recognise that, when accommodation 
is scare, the user departments have to take initiative in locating 
suitabb premises, they question the action taken by the Develop- 
ment Commissioner in the present case in having committed Gov- 
ernment to certain terms and conditions of lease which was not with- 
in  his authority to do. The correct procedure would have been to 
negotiate the lease in consultatim with. the Director of Estates. 

Outstanding Recommendations 

Heavy expenditure on the establishment of a show-room-cum-trade 
centre-Paras 14 and 15 of Twenty-fifth ~ e ~ o r t , ' V o l .  I of P.A..C. 
(1959-69). 

18. Considerable interest was evoked in Indian goods exhibited 
by Government at  a fair held in Geneva during September, 1954 
Government therefore decided to open a permanent show-room 
cumsale centre there. Pending the establishment of such a centre, 
a foreign national who was an employee of the Air India Interna- 
20% (Aii) -2. 



tional was prevailed upon fn October, 1954 to organise a firm for 
the display and sale of goods left over from the fair. 

The premises for the permanent show-roomcutllrsale centre 
were obtained on lease for 44 years in February, 1955. The ground 
floor of the building was used as a show-room and a portion of the 
f i s t  floor was made available to the firm for the selling busi- 
ness. Formal agreement was entered into with the firm only in 
March, 1957. The firm was required to use the building exclusively 
for the purchase and sale of Indian goods; it would conduct whole- 
sale trade in Indian goods supplied through Government and 
Government Undertakings, while being free to engage itself in 
retail trade. The agreement with the firm provided for the transfer 
to them after the 30th July, 1959, of the occupancy rights possessed 
by Government without recovering any portion of the good-will 
money of Rs. 2.18 lakhs already paid by Government. 

Government had incurred upto 31st March, 1957 an expenditure 
of Rs. 6,69,365 on the centre including Rs. 2,17,865 on goodwill money 
and Rs. 135,000 on equipment, renovation and furnishing and Rs. 
1,96,000 on establishment, rent, local taxes and contingent expendi- 
ture etc. 

In order to assess the benefits to the country by the opening of 
the show-room, the Committee (1959-60) had desired to be furnished 
with certain data. From the notes furnished accordingly, the 
Committee notice that during the period about 4 years till January, 
1959 goods worth about Rs. 6 lakhs only were sold through the 
show-roam. It has bcvn urged that the principal functicn of the 
show-room was not so much the retail sales ut the dissemination 
of commercial intelligence in respect of In d an merchandise to 
Switzerland and the neighbouring European countries. The exports 
to these countries of products exhibited at the show-room were as 
follows: - 

(in Lakhs of rupees). 

1954-55 5.880 
- 1955-56 4~~470 

April-Dec., 1956 7- 770 
1957 25.897 
1958 34.820 
Jan.*-Sept., 1959 

--.---- -- 
32.465 

19. In para 15 of their 25th Report the Committee of 659-60 had 
observed that the terms of the agreement entered into by Govern- 
ment with the Arm were heavily weighted in favour of the 



They deferred their comments regarding the handing over of the 
building to the Arm as the question of compensation payable by the 
&m was under examination by a Departmental Committee. From 
the note furnished to them the Committee h d  that the Counsul 
General was opposed to the transfer of the lease of the prcperty 
on which Government had spent more than Rs. 3 lakhs. In &is 
opinion it meant the writing off of the goodwill money (Rs. 2.18 
lakhs) in a period of 3 to 44 years. Government, however, did not 
consider it proper to withdraw from their previous "understanding" 
with the proprietor of Aruna Stores. The Secretary of the Minis- 
try after examining the arrangements in Geneva suggested inter 
alia that on the expiry of the lease in August, 1959, Government 
would pass on to A m a  Stores, according to Swiss Laws and in 
consultation with the landlord, such occupancy rights in the whole 
building as they possessed. From that date Aruna Stores would be 
responsible for paying full rent of the premises. The Arm would 
also be under obligation (i) to use the building exclusively for 
business in Indian goods and (ii) tp reserve a show-wiidow aqd 
some space for effective display of goods and for answering traqe 
enquiries in such a manner as might be found sriitable by the Indian 
Cdnse l  General. The firm had waived its right to change rent for 
use and occupation of show-window and enquiry counter. 

These expectations have not been realised. While, as stated 
above, a total expenditure of Rs. 6.69 lakhs was incurred by Gov- 
ernment upto the 31st March, 1957, and a furthei expenditure on 
rent and other taxes and publicity was also incurred after that date, 
the total sales effected through the shcw room upto January, 1959, 
amounted to only Rs. 6 lakhs. As against the heavy liability 
incurred by Government, even the firm's continuance in the premis- 
es was dependent on the consent of the landlord being obtained. The 
Committee understand from Audit that the Ministry have since 
intimated that the firm set up by the foreign national vacated the 
building in March, 1960, as the landlord of the building did not agree 
to lease to another premises where the firm volunteered to deal 
exclusively in Indian goods and provide space for the display of 
Indian goods for publicity purposes, far so long as the foreign 
aational referred to continued as the controlling partner in the firm. 
The Ministry have also intimated to Audit that even the new premis- 
es of the firm were expected-to be demolished in the near future 
and that Government have not considered it worthwhile to accept 
the offer of space for continuing the show room in the new place or 
on the ground that it would involve additional expenditure and 

4uplication of staff. 



20. The only compensation that could 'be charged from Arunm 
Storea was in respect of capital expenditure (Rs. 1,35,000) incurred 
on installations and equipment in the show-roam. The expert 
Committee had assessed the residual value at a sum of Rs. 9,596-20. 
This has been accepted by Government particularly because of the 
advantages that will accrue from the subsidiary agreement execut 
~d with Anma S. A. namely that the latter would deal only in 
Indian goods and will reserve a 'show-window' and an Enquiry 
Counter for the use of the Commercial Secretary without charging 
any rent. The amount of Rs. 9,596.20 has already been paid by the 
flrm." 

The Committee understand that, in reply to an audit note, it has 
been stated that the Aruna Stores are under no obligation to deal 
exclusively in Indian goods after shifting to their new premises. 

In the Committee's opinion the above facts clearly establish that 
the agreement with the firm did not serve the purpose in v i m  and 
did not also safeguard adequately the interests of Government, 
The transfer of the lease to the firm after a period of  3 years entail- 
ed a loss not only of the goodwill money amounting to Rs. 2-18 
Lakhs but also heavy depreciation of the capital expenditure on 
instalktion and equipment amounting to  Rs. 1.25 lakhs. 

The foreign $m had been benefited unduly at the ezpenses of  
the Government of India. 

Khadi & Village Industries Commission 

lrregularities in disl~ursement of grants/loans to a private institub 
tion, para 10 of Audit Report pp. 13-14. 

21. Without nscertaining the capacity of a new institution b 
implement the approved schemes, the erstwhile Khadi Board dis- 
bursed during December, 1954 to April, 1955 grants and loans. 
aggregating Rs. 52,162 and Rs. 55,063 respectively subject to certain 
conditions. The institution which had no funds of its own e p  
pressed its inability in May, 1955 to implement some of the approv- 
ed schemes. At the instance of the Board, the institntion paid 
grants and loans to the extent of Rs. 21,475 and Rs. 23,465 respect- 
ively to another institution. In July, 1955 the auditors of the insti- 
tution pointed out its unsatisfactory financial position. In October, 
1955 the Board also received an adverse report from a responsible 
person against the state of affairs in the institution. But the Boar& 
disbursed further grants land loans amounting to Rs. 6,000 (Rs. 30W 
each) to that institution in March, 1956. 



Due to heavy losses, the institution was closed down on 5th 
September, 1957 when the entire amount of loan uiz., Rs. 34,594) 
and a grant of Rs. 2,460 (spent on unauthorised objects out of the 
balance grant of Rs. 33,687) was still recoverable from the institu- 
tion. At the instance of the Khadi & Vilhge Industries Commis- 
sion (who had succeeded the Board from 1st April, 1957) another 
institution took over the assets of the defunct institution including 
,buildings and other capital assets (created by it at a cost of 
'Rs. 28,852 out of grants received from the Board) at a price of 
Rs. 18,438, to be treated as loan repsyable by the institution. The 
Commission had thus suffered a loss of Rs. 45,012. 

I 

22. The Committee could not get a satisfactory explanation from 
the Chairman, Khadi & Village Industries Commission for disburse- 
ment of grants and loans totalling Rs. 1.07 lakhs within a period 
of 5 months to the institution which, edmittedly, had only nominal 
resources of its own. They were assured, however, that funds to 
various institutions were now being released in instalments as and 
when required. It was also stated in extenuatioq that several 
small scale cottage and village industries were started with small 
capital by groups of artisans forming themselves into Co-operative 
Societies. In the initial stages it was difficult to see whether the 
persons who approached the Commission were really creditworthy. 
It has, therefore, been decided by the Commission that such work 
in future should be entrusted to the Stnte Boards who by local 
contacts could ensure more security. 

23. The Committee enquired what safeguards were now being 
observed by the Commission to ensure proper utilisation of grants. 
The Chairman of the Khadi Commission stated that the audit staff 
attached to each zonal office of the Commission now kept a w t c h  
in this regard. The staff for the inspection of the institutions had 
also been strengthened. But the bulk of Commission's work in the 
deld of village industries was conducted through the State Boards. 
Mecasures were being devised in consultation with the Financial 
Adviser for prompt audit of these institutions periodically. The 
Committee hope that these steps will prove adequate to the purpose 
in view. They would also urge the Commission to be more vigilant 
in future. 

As regards disbursement of further grants and loan of Rs. 6,000 
to the institution despite adverse comments on its working, the 
Chairman of the Commission stated that the amount was released 
.cat the instance of the Member Secretary of the Commission who 
after visiting the place had recommended that a part of the work 
(opening of flaying centres) having been completed by the institu- 

tion, it was desirable to release further funds in order that the 



~prnntr/loLns earlier given might not pmve inhctuous. The flam 
cer~trer thus established were reported to be functioning well. Thi- 
Committee are unable to accept this p&a. They agree with A W  
that the Zoas of Rs. 45,012 suflered by the Commission on thf+ 
frmaction was due to injudicious disbursement of funds from time 
to tilne. 

Purchase of Khudi for Government requirements, para 1 1  of 
Audit Report, pp. 14-15. 

(A) Profit made by the Commission not passed on to Government 
consignees 

24. Pursuant to arrangements approved by Government in 
October, 1953 orders covering a11 Government requirements of 
Khadi were placed by the D. G. S & D. on the Khadi and Village 
Industries Commission at prices quoted by the latter (without in- 
dependent verification e s  to their reasonableness or resorting to the 
normal system of purchase by open tenders). The Commission in 
turn allocated the demand amongst the certified Khadi Institutions 
and paid them at rates fixed by it. The Commission had agreed 
that the scheme would be run on 'no profit, no loss' basis cand that 
any prvfit accruing thereunder would be passed on to Government 
consignees through the D. G. S. & D. In respect of supplies made 
during 1954--59, the C~mmission made a profit of about Rs. 21 lakhs 
(after meeting overhead charges). Out of this, an amount of Rs. 2-78 
lakhs only had been passed on to the D. G. S. & D. 

25. The Committee were informed by Audit that in January, 1961 
the Ministry of Commerce and Industry had stated that the Cost 
Xccounts Branch of the Ministry of Finance had already examined' 
the question of fixation of prices by the Certification Committee of 
the K h d i  Commission and of the apportionment of trade discount 
between the Comrnission/D. G. S. & D./Government and that t h e  
Cost Accounts Ofilcer's report and the Commission's comments there- 
on, were under discussion between the Ministries of Commerce and 
Industry, Finance and W. H. & S. The Committee enquired whether 
Government had come to a decision about the apportionment of the 
trade discount. The Secretary of the Ministry replied in the negative. 
The Committee desire that Government should take an e ~ r l y  decision 
on this mutter. 
(B) Reduction in the whobale trade discount received by the Com- 

missidn 

26. In respect of the period prior to  1st October, 1958, the Cammis- 
sion had obtained a reduced trade discount of 64 per cent only from 
the selling institutions although under its Certification Rules it was 



urtitled to reteive wholesale ttade discount @ 91%. The additional 
benkflt which had thus been granted to the institution was estimated 
at about Rs. 10 lakhs. 

27. The Committee enquired whether formal sanction of the com- 
petent authority for recovering the trade discount at the reduced 
rate was obtained. The Chairman, Khadi Commission stated that 
such discounts were fixed by the Certification Committee which was 
independent of the Commission. The Certification Committee exa- 
mined the position from the point of view of the cost structure, the 
rejections, substandard varieties, the changes in the price of cotton 
etc., and determined the rate of discount accordingly. He added 
that the institution had alrmdy been paying the discount at the 
reduced rate and it was not considered desirable to ask them to pay 
at a higher rate. The Committee feel that any reduction in the pres- 
cribed rate of discount should have the prim approval of the certifi- 
cation Committee. In reply to a question the Committee were in- 
formed that Certification Rules of the Commission had not been a p  
proved by Government. The Committee feel that as the trading 
activities of the Commission involve large sums of money, it should 
be examined whether the Certification Rules of the Commission do 
not require Government approval. 

(C) Overpayment of sale-subsidy to the various institutions 
28. The Khadi Commission treated Khadi purchases for supply to 

Government indentors as 'wholesale' for earning wholesale trade 
discount and for the purpose of payment of rebate to the consumers. 
But the sales were treated as 'retail' for the purposes of sale subsidy. 
The institutions were thus paid sale subsidy @ 3 nP. per rupee in ', 

contravention of Government orders and total over-payment upto 
1959-60 came to about Rs. 14 lakhs. 

29. In evidence the Committe were informed that Audit had cal- 
culated the overpayment of Rs. 14 lakhs on the basis of goods s u p  
plied, but the actual overpayment was less. An amount of Rs. 6,27,000 
had been recovered from some of the institutions. The rest of the 
cases were being reviewed and steps would be taken to recover the 
overpayment. The Committee are concerned to find overpayments 
of such magnitude. They urge that the review should be completed 
and the balance of overpayments recovered early. 

Heavy Electricals Limited 
AmicZczme expenditure in the purchase of Piglead-Para 6 0 ( i )  of 

Awlit Report, puges 55-56. 
30. h September, 1958, the Company invited tenders for the pur- 

chase of 65 tons of Piglead (special type of soft lead uTed for joint- 
ing Pipes). The tenders w e  to be opened on the 1st Oobober, 1958. 



Fourteen tenders were received. The lowest and second lowest ten- 
derers who quoted Rs. 65 and Rs. 67.37 per cwt. kept their offers open 
only upto the 4th and 3rd October, 1958, respectively on account of 
uncertainty of the market due to certain restrictions imposed on the 
import of the material. The checking and preparation of compara- 
tive statement of tenders was completed by the 6th October, 1958, 
and it was only on the 27th October, 1958 that the Company decided 
to place the orders on the lowest tenderer who at  that stage declined 
to supply the material at the tendered rates. The other tendmew 
also expressed their inability to supply the materials ex-stock. The 
Company issued orders on the 21st May, 1959 for import of Piglead 
at Rs. 65 per cwt. Meanwhile, to meet urgent requirements, two 

. orders for 22 tons each at Rs. 87 per cwt. ex-stock were place on the 
14th January, 1959 and 11th February, 1959, respectively on the firm 
which was the lowest tenderer. The delay in the finalisation of the 
contract thus resulted in an extra avoidable expenditure of 
Rs. 19,360. 

31. In evidence, the Committee were informed that when the 
tenders were opened on the 1st October, 1958, it came to notice 
through one of the tenderers that the use of lead yarn instead of 
piglead would result in savings of 40%, in costs. As the Company 
lacked knowledge in this regard, a reference was made to the Sani- 
tary Organisation of Madhya Pradesh Government to find out the 
feasibility of the suggestion. After some lapse of time, the Company 
were informed that lead yarn could be used for repair work but 
not on new set of pipes. It was, therefore, not possible to place 
order on the lowest tenderer upto the 4th October, 1958. 

The Committee are unhappy to note that lack of correct techni- 
cal knowledge on the part of the Compuny had delayed the placing 
of the mder which resulted in an extra expenditure of Rs. 19,360. 

Excess expenditure on the construction of Service Tunnel-Para 
60 (ii) of Audit Report, pages 5657. . 

32. A sum of Rs. 11,36,100 was sanctioned by Government on 
22nd August, 1958 f o r  construction of 7,080 rft. of a service Tunnel 
out of which 5,000 rft. was required to be completed in the first 
phase. The work was awarded to the lowest tenderer in September, 
1958 on 'item rate' basis. Subsequently, it was decided to accele- 
rate the progress of work and complete the remaining 2,080 rft. also 
within the first phase. 

Acordingly fresh tenders w,ere invited on 24th February, 1959 for 
this work. Three tenders were received on 9th March, 1959 a t  



744  per cent. 81- 42 per cent. and 83.2 per cent. respectively above 
,the Bhopal Schedule of Rates, 1955. None of these was, however, 
accepted. Negotiations were carried on with two other contractors. 
But this was done on the basis of the highest rate of 83.2 per cent. 
above the Bhopal Schedule of Rates instead of the lowest percen- 
tage of 74.4. Ultimately the work was allotted to the other two 
contractors only, but at the higher rate. Contracts were accordingly 
concluded with them in March, 1959. The total quantity of work 
awarded was also increased by withdrawing 3,000 sft. from the 
existing contractor in view of his poor progress of work. The extra 
expenditure involved in respect of 5,080 rft. amounted to Rs. 51,000 
approximately. 

33. The Committee were informed in evidence that according to 
the revised decision the construction of the entire 7,080 rft. of tunnel 
was to be cornpleted by the 31st July, 1959. As the progress of 
work (till February, 1958) by the contractor who had already been 
given the work of construction of 5000 xft. was very slow, fresh ten- 
ders had to be invited. Of the three tenders received, one was from the 
contractor who was already doing the work. Another had already 
got 4 or 5 other works of the Company in hand and his progx-ess had 
also been .unsatisfactory. The third party (highest tenders) was 
also not suitable as it offered to complete the work in 8 months while 
the Company wanted the work to be completed in 44 months. The 
work was, therefore, entrusted to a fourth contractor who had been 
working with the Company satisfactorily and was prepared to 
undertake the work at rates quoted by the highest tenderer. 

34. The Committe enquired why a penalty was not imposed on 
the first contractor for slow progress of work. They were informed 
that while that contractor was doing the work and the stipulated 
.date of its completion viz. 31st July, 1959 had not expired, a portion 
of his work was withdrawn and entrusted to a new contractor. I t  
had not been considered whether any penalty could be imposed on 
him. If legal opinion favoured such an imposition, acticm would be 
taken accordingly. 

The Committee suggests that legal opinion with re,gard to imvsi- 
tion of penalty on the first contrador should be obtained early. 

Excess pgrnent to consultants, para 60 (iii) of the Audit Report, 
pages 57-58. 

35. The agreement with the firm of Consultants Associated Elec- 
tr ical~ Industries Ltd., entered into by Goverrment in November, 
1955 inter alh providd far payment'to them by instdments, of a 



ntm id ECbO,000 aa remuneration for their wvices. Thfr was a 
BElrd and all inclusive ahaount, which to& into account the r e m m  
W o n  payable to subsidiary firms whose collaboration was, as pro- 
vided in the agreement, to be secured by the Consultants for the 
m~nufactu~e of static capacitors and hydraulic turbines. 

The Consultants entered into an agreement with another foreign 
firm on 15th January, 1959 regarding the manufacture of static cap- 
dtors. Under this agreement the Consultants were to pay or reim- 
burse the subsidiary consultants inter alia £6,000 in four instal- 
mcnts of E1,500 each, the first instalment being payable within 
six months of the receipt of the detailed project report. The sub- 
sidiary agreement, hawever, provided, that all payments under the 
afirecrnent shall be made by the Consultants to the subsidiary Con- 
sultants as and when the corresponding payment shall be received 
&om the Government or the Company by the Consultant, and the 
Consultants shall receive the payment as agent for the subsidiary 
Consultants. The terms of the subsidiary agreement were approved 
and accepted by the Company and the Government of India on 15th 
January, 1959 although they were not a party to it. 

In pursuance of the subsidialy agreement, the Consultants 
demanded from the Company the payment of the first instalment of 
£1,500 to the subsidiary Consultants and the amount was paid by 
the Company. Subsequently, however, the Ministry of Commerce 
& Industry in a letter dated the 21st March, 1959 to the Company 
questioned the claim of the Consultants for the reimbursement of 
the payment made under the subsidiary agreement and stated that 
the intention of this clause was to ensure that no tax liability fell on 
the Consultants for the payments to be made by them to the Subsi- 
dia~y  Consultants. The Ministry also pointed out that the Consul- 
tants had categorically stated in their letter dated 19th June, 1955 
to the Enquiry Committee, Heavy Electrical Equipment Project that 
the lumpsum payment of £400,000 would not be increased on account 
of their having to secure collaboration from the subsidiary Consul- 
tants. The Consultants refused to accept the contention of the Min- 
istry on the plea that the subsidiary agreement, which was finalised 
on 15th January, 1959 with the approval and acceptance of the Com- 
pany and the Government superseded the terms of- their letter dated' 
19th June, 1955. 

36. The Secretary of the Ministry stated that the letter dated the 
19th June, 1955 pertained to the earlier stage of negotiations with the 
consultants whereas the agreement which was concluded in Novem- 
ber, 1956 provided inter alia that if the Consultants entered Into 



stjme &#&enb with other .pd.1Lt in the &Id, Qo-mt's 
e r o v d  &odd be obtained thereto. Additional payments conse 
qbent on the arrangement referred to, though not speciAcally pro- 
vided far in the agreement, could not be ruled out. The intention 
of the agreement was known to the Government negotiators who 
were also present when the subsidiary agreement was being dis- 
cussed. The following statement appearing in a letter dated 5th 
April, 1956 addressed by the late Ministry of Production to Mls 
A.E.I. was cited in support of the above statement: 

"Subject to the approval of your Agreement with M/s English 
Electric Co., the Government oE India undertook to  
reimburse you for all payments to the English Electric 
Co. (U.K.) for which you may be liable under it." 

It was added that the Ministry of Law had also confirmed on the 
22nd April, 1960 t h t  additional payment was due to the Consultants. 

37. The Committee find it difficult to accept the above reasoning. 
In their opinion, the agreement signed in November, 1955 duly took 
into account the categorical statement made by the Consultants in 
their letter of 19th June, 1955 to the Enquiry Committee, Heavy Elec- 
trical Equipment Project that the lumpsum payment of £400,000 
would not be increased on account of their having to secure collabo- 
ration from the subsidiary Consultants. This explains the absence 
of any provision in the agreement covering additional payments, if 
any, to be made to the Consultants towards the services of subsidiruy 
Consultants obtained by them. The stipulation that Government's 
prior approval to the arrangements entered into by the Consultants 
with other specialists should be obtained, obviously served a different 
purpose since the remuneration paid to the Consultants was already 
dealt with specifically in the Agreement. Audit cited the opinion 
of the Law Ministry obtained in this connection in 1956 that any 
arrangement between the A.E.I. and other specialists was a matter 
between them only and that 'any rop l t y  or remuneration payable to  
M/s B.I.C.C. Ltd. (the subsidiary Consultants) for the permission or 
authorisation shall be paid by M/s A.E.I. (the Consultants). When 
M/s A.E.I. pass on the designs, drawings, manufacturing methods and 
technique to the Government of India, then the payment will be 
governed by the agreement already recorded.' In the face of this 
opinion, it passes the comprehension of the Committee ltow the sub- 
sidiary agreement contemplating additional payment was apprwed 
and accepted by the Company and the Government on 15th Januuw, 
1959. ..It is aZso inexplicable how the letter dutecl 5th April, 1956 
came to be issued from the late Production Ministry to Mls A.E.F. 
In the dbsence of any evidence to prove the abrogation of the Cahsul- 
tants' Letter, dated 19th June, 1955, the Committee feel thut the matter- 



nee& further investigatim. It is signi@ant in thb  connection that 
Zhe CorwL3tants Itad claimed that the subsidiary agreement which 
was finalbed on 15th January, 1959 with the apprrr~al and acceplrcmce 
of the Company and the G w e r n n w t  had supeseded the t e m a  of 
their letter, dated 19th June, 1955. The Committee understand that 
flte relevant file of the Ministry leading to the cc mclusion of the main 
agreement in November, 1955 with the technicrJ consuZtants is miss- 
ing for a long time. The matter, fierefore, calls for a thorough 
investigation. 

Nahan Foundry Ltd 

Loss in the manufacture of  Sarovar Pumps -Para 61, pages 58-59. 

38. The Company undertook the manufacture of Sarovar Pumps- 
a new venturc-in 1953-54. Out of 15 such Pumps sold in 1954-55 for 
Rs. 12,400, 13 Pumps valuing Rs. 8,300 were returned by the pur- 
chasers on account of certain defects inherent in their manufacture. 
The nroduction of Pumw was stopped in July, 1955 when a stock of 
78 P u m s  had accumulated. This topether with spare parts was 
clnssified as scrap as per the decision of the Board of Directors taken 
on the 19th February, 1957. The net resultant loss on this manu- 
facture amounted to Rs. 1.22.99b 

39. In evidence, the Committee wrre informed that the manufac- 
ture of Sarovar Pumps was undertaken to diversify the production 
of the Foundry when it had lost i t  market in West Punjab after 
Partition. The Pump was designed by the then General Manager 
of the Foundrv. Manufacture of the P u m ~ s  was undertaken afcer 
a unit tested by the Agriculture Engineer at the Government Farm, 
Karnal had shown satisfactory results. Investigation of the com- ' 

plaints received in respect of the Pumps sold in 1954-55. however. 
disclosed that the design itself m s  defective. It was also felt that 
the foundry was not in a position to compete with other manufac- 
turers in this line. Further production was, therefore, stopped. 
But the Pumps for which the cast had already been made were 
assembled 

40. The Committee enquired about the action taken against the 
General Manager of the Foundry for the production of defective 
Pumps. They were informed that after investigating into the matter, 
Government had taken the view that there were no mala fides fn 
this case. The experiments, though unsuccessful. had been launched 
hu the General Manager with the best of intentions to make the 
Foundry an economic unit. It was at the most an error of judgment 
on the part of that officer. 



The Committee, however, note that the Chairman of the Commit- 
tee appointed by Government in 1955 to enquire into various issues. 
connected with the working of the Foundry had observed in this 
regard as follows:- 

"The development of Sarovar Pump had not been very scienti- 
fically planned. The development from one stage to 
another had been mther too hurried and scant respect 
had been paid t o  the accepted principles of modern 
methods of designs. The hit and miss process adopted 
by the General Manager at every stage of manufacture 
of Sarovar Pumps was unquestionably expensive and 
out-dated. These pumps were at no stage properly test- 
ed. More objectionable still are the sales of these Saro- 
var Pumps which were at regular internal discarded in 
favour of next design. Such pumps being faulty in 
design and inefficient in working brought a lot of dis- 
appointment to the customers. Had these pumps been 
perfected after adequate tests had been carried out the 
Found!ry would have saved apart from other losses the 
loss of reputation among the customers that was caused 
by the sale of  pumps on the exaggerated claims made of 
the results to be expected therefrom." 

41. While the Committee do not want to make any comment 
which will discourage experimental zeal and initiative on the part 
of oficers, they feel that technical oficers in charge of Public enter- 
prises should see that designs or processes evolved have suficientlq 
passed the experimental stage to  justify expenditure on a large scale. 
The above observations indicate that the General Manager in his 
enthusiasm did not exercise ordinarg care and prudence in processing 
the development of the  pump. Apparently the tests conducted a t  
the Government Farm, Karnal, were not quite adequate. The Com- 
mittee, therefore, desire that the matter should be reviewed and res-. 
pomibility fixed for the  lapses. 

National Small Industries Corporation Limited. 

Loss in Sup& of Shoes to  foreign countries-para 62 of Audit Report 
pages 59-60. 

42. (a) In October 1956, the Corporation received through the 
'state Trading Corporation an order for supply of 3 lakh pairs of shoes 
to Russia, to be completed by February 1957. There were heavy 
rejections by the Russian Inspectors in the shoes supplied, and due 
to copequent deky in supply, the order was twice reduced and 
finally stood in May, 1957 at 2.5 lakh pairs. The date of completion 



of the order was also extended to 31st August, 1957. Because of the 
heavy rejections, the fabricators through whom the Corporation were 
getting the shoes produced, were reluctant to continue the production. 
The Corporation, therefore, assured the fabricators that if the shoes 
were accepted by their own Inspectors, full payment would be made 
to them even though the Russians did not accept them. Production 
continued on this understanding. Continuity in production was 
recommended in the expectation of getting more orders from Russia 
or of finding new markets. As these expectations, however, did not 
materialise the National Small Industries Corporation had, in Sep- 
tember, 1957 a surplus of 54,594 pairs of shoes. The consignees had 
deducted a sum of Rs. 27,060 on account of the sub-standard shoes 
accepted by them. This deduction could not be passed on to the 
fabricators in terms of their contrsct with the National Small Indus- 
tries Corporation as the State Trading Corporation were unable to 
obtain from the consignees the particulars of sub-standard 
acceptances. 

(b) In July, 1957 the Corporation received another order through 
the State Trading Corporation for supply of 54,000 pairs of shoes to  
Poland. The order was placed by that countri on the basis of 
samples sent by the Corporation subject to cerhin modifications 
which required clarification. However, on instruction from the 
State Trading Corporation the National Small Industries Corpora- 
tion had by then accepted after inspection by their own inspectors, 
13,132 pairs from the fabricators without obtaining the requisite 
clarificntion from Poland. These shoes were, however, rejected by 
the buyer's expert. The Committee feel that the action of the S.T.C. 
in ordering the manufacture of shoes before the necessary clari-fica- 
tion was received, lacked justification. . . 

The total value of the shoes rejected ,by Russia and Poland in the 
above two contracts and lying in stock with the Corpomtion since 
SeptemberlNovember, 1957, was Rs. 10,20,360. 

43. The Committee were informed in evidence that the main rea- 
son for the loss in regard to the supplies to Russia was the manufac- 
ture of shoes in excess of requirements. Rejections by Russian 
inspectors, heavy though they were in the initial stages, did not 
cause any loss as the rejected shoes were returned to the fabricators. 
When asked to explain the reasons for the manufacture of surplus 
shoes and for failure to conform to the time schedule for supplies as 
per contract, it was urged by the representatives of the National 
Small Industries Corporation that the export of shoes a t  that stage 
was a promotional venture and should not, therefore, be viewed from 
a commercial angle. Further as the fabrication was done manually: 



by a large number of small LMcators, there were difaculties in 
precisely assessing the actual number of shoes which would come 
upto the standard of specification. For the same reason there were 
variations in the shoes which though minor were not acceptable to 
the buyers. The surplus shoes manufactured thus represented psrtly 
a cushion to provide egainst rejections and partly stock to meet 
further orders from the foreign country. 

44. The Committee are not fully satisfied with the above exphnu- 
tion. Even granting that dificulties, sometimes unforeseen, crop 
up when a new venture is undertaken they feet that the manner in 
which the National Small Industries Cwporation had executed this 
deal indicated lack of planning and fore-thought. 

The Committee are of the view that in any new venture of this 
kind creation of confidence in the foreign buyer regarding our c a p  

.city to fulfil the contract according to the time schedule is of the 
utmost importance. The Committee trust that this will be kept in 
view by the State Trading Corporation and the National Small 
Industries Cwporation in their future commercial deals. 

State Trading Corporation of India Ltd. 

Excess payment to Impmtw-Distributor-para 64 (i) of Audit Report 
-pages 62-63. I 

45. A firm appointed in 1956 as importers end distributors for 
cement quoted the rates of Rs. 4-4 and Rs. 9-4 per ton as distribution 
,charges for deliveries ex-post warehouses and ex-city godowns res- 
pectively. However, as Government anticipated that the majw 
portion of the stock would be cleared ex-city godowns the rates were 
negotiated with the firm and changed ad hoc to Rs. 6-8 and Rs. 7-4 
per ton for deliveries ex-port warehouses and ex-city godowns res- 
pectively, on the asmrance from the firm that in the event of the 
actual expenditure being less than the revised rates, the difference 
would be refunded to Government. Out of a total quantity of 75,200 
tons of cement imported from May, 1956 to October, 1957, 74,432 
tons were delivered ex-port warehouses and only 416 tons were 
delivered ex-city godowns. The pyment of distribution charges 
to the firm at the revised rates resulted in net extra payment 
Rs. 96,640 after deducting Rs. 70,000 subsequently refunded by the 
firm on an ad hoe basis. 

46. The Committee wanted to know the reasons for awarding the 
contract to the firm by negotiation and the basis for raising the rate 
for deliveries of cement ex-port warehouses. The represenhtive d 
tbe Ministry stated that cement not having been imported during the 



preceding five to six years there were very few firms which had the 
experience of handing import and distribution of cement. Only 
two d m  were considered to be experienced in the line and they 
were asked to send their quotations. The firm whose quotations 
were lower was also considered to be more experienced and was 
appointed as importers and distributors. As regards the ad hoc 
revision of the rates, the witness stated that this contract was award- 
ed in May, 1956 when the State Trading Corporation had not been 
established. Owing to the onset of monsoon, it was felt that a 
greater phrt of the imports would have to be distributed excity 
godowns. Therefore, it was considered advantageous to get the 
ex-city godown rate reduced and the revised negotiated rates were 
accepted after the matter had been examined in detail. However, 
the policy of Government was later on revised and the distribution 
of cement was taken over by the State Trading Corporation who 
instead of sending the imported cement into the city godowns sent it 
straightaway to destinations ex-port warehouses. 

47. The Committee, however, understnnd from Audit that the 
policy was under the consideration of the Ministry before March, 
1956, whereas the revision of rates was confirmed by the Ministry to  
the firm on 5th March, 1956. If so, the revised rates were agreed to 
without careful examination of the proposals under consideration at 
the time, which was highly objectionable. 

Loss on export of Tobacco to Russia-para 64(ii) of Audit Rq.nn't- 
pages 63-64. 

48. In July, 1956 the Government of U.S.S.R. requested the State 
Trading Corporation to supply 44,80,000 lbs. of Flue-Cured Virginia 
Tobacco of 1956 crop. However, a contract with MIS Razno-Export, 
Moscow could be finalised only by 31st January, 1957. In the mean- 
time contrary to expectations, the Russians also entered the Tobacco 
market independently and executed contracts with three private 
parties for 2,000 tons of tobacco of similar grade. The full require- 
ments of Russian contract could not, therefore, be secured out of the 
residual quantities of 1956 crop. On the ground that this was the 
first order from Russians, the Corpomtion did not consider it expe- 
dient to request them to cancel the balance quantity an6 procured' 
the required quantities of tobacco from 1957 crop resulting in a loss 
of Rs. 1,38,958. 

49. In evidence, it was stated that as a result of glut in the market 
for this grade d tobacco Government issued a directive in October, 
1956 that the S h t e  Trading Corporation should promote its expod 
and stabilise the price. The Committee enquired why there had 



been so much delay in b l i s i n g  the contract with Russia. They 
were informed that the Russians were reluctant to purchase all their 
requirements through the State Trading Corporation and wanted to 
enter the' open market themselves. I t  was only after protracted 
negotiations that they agreed to buy 2,000 tons of tobacco through 
the State Trading Corporation but at the same time they purchased 
about 2,000 tons of tobacco from the open market also. In reply to a 
question, it was stated that in the ebsence of export control, no res- 
trictions could be imposed on anyone from operating in the open 
market. I 

50. The Committee are not happy at the way in which the Cor- 
poration I t a s  set about the w o r k  in  this deal. Apparently, the Cor- 
poration had not kept a watch on the market trends. The plea that 
the Corporation made good the contracted supplies out o j  the 1957 
crop (at a loss to the Corporation) as it was the first order from the 
Russians is also not convincing as the Corpc?ru'iov had a strong case 
to seek cancellation of the quantity which could not 'be procured from. 
the 1956 crop. 

Trading Account-Chilean Nitrate-comments of C. & A.G. on the 
Accounts of the State Trading Corporation for 1958-59. * 

51. The Corporation suo mpto revised the value of a lost consign- 
men: of Chilean Nitrate, which had been insured with the Insurance 
Pool. f:-;,:I; Its. 27,58,320 (C. & F. plus 10 per cent.) to q s .  26,55,000 
(C. IF. pjus 5 per cent.) resulting in less recovery of Rs. 1,02,610 
fr. ,x!~ tne Insurance Pool after taking into accounk the refund of the 
premium of Rs. 710. 

52. The Committee were informed that the official concerned h d  
been charge-sheeted and his explanations was under consideration of 
the Corporation. 

The Committee would like to be informed of the outcome of the 
disciplinary proceedings. 

Sindri Fertilizers and Chernica1.s Limited. 

Loss in the catering section of the South HosteZ-Para 63 (i), 
pages 60-61- 

53. In September, 1951, the Government of India sanctioned the 
continuation of the system of departmental management of the hoi+ 
tel on the condition that the entire cost of catering is recovered from 
the boarders and that no expenditure, direct or indirect, falls on 
Government. The Management was also authorised' to :*evise the 
2050 (Aii) LS--3. 



rat- oI hostel charges as and when required. Loss to the extent of 
Ra. 69,000 (incurred upto 31st March, 1B1) was written off by tht 
Owenunent of India in August, 1958. Subsequently during the two 
years upto 31st March, 1953 no Proforma Accounts were drawn up; 
During the period from 1953-54 to 1958-59 the direct expenditure in 
the B o d i n g  section of the Hostel exceeded its income by Rs. 1,16,657 
in addition to an estimated indirect expenditure of Rs. 36,765 which 
had not been accounted for in the Proforma Accounts of the hostel. 
The receipts during the years 1953-54, 1955-56 and 1957-58 did not 
cover evi3n t h e  cost of provisions consumed. A Committee was a p  
p:)int~d in March, 1959 to go into this question and to suggest w a p  
and means of remedying the position. , 

54 In evidence the representative of the Ministry of Commerce 
and Industry stated that the loss in the Boarding section of the hos- 
tel was mainly due to three factors. Firstly, the percentage of estab- 
lishment charges incurred on Khansamas, etc. was high. Though the 
number of visitors who stayed in the hostel was generally not large, 
it w'w still necessary to maintain a certain minlmum staff as on some 
days the occupancy of the Hostel w a s  heavy. Secondly in some cases 
visitors changed their programme a t  the last minute resulting in 
wastokc of ftKd prepared for them. The visitors did not like to be 
charged for the food not takcn by them. Thirdlv minimum stock of 
provisions had to he kept in rr.;crve and sometimes it had gone waste 
due. to low occupancy dur in .~  crrtajn periods. The Committee were 
howcvcr informcd that certain proposals were under the considera- 
tion of the company to imlsrovc the financial working of the Board- 
ing ,Section. The Committee appointed in March, 1959 had also ex- 
pressed the nced for closcr supervision. 

55. The Committee find no justification for the heam) loss suffered 
by the Company in running the Boarding Section of the hostel. I t  is 
regrettable that although the incoine from the Boarding Section was 
not sz~ffi'cient in some years to  cover even the cost of provisions con- 
S X I I L C ~  nb eflective steps have been, tnken so far by the Company to 
i.murove its financial working. The Committee desire that Govern- 
ment should look into this matter and ensure that loss in running the 
Boarding Sectim is minimised. 

Payment of inventive bonus to the workers of the bagging plant- 
Para 63 (ii), page 61 ] I 

56. In 1952 an incentive bonus was sanctioned by the  Managing 
Director to the workers of the Bagging Plant. It was, however, found 
that the standard of performance fixed at 400 bags per team in 1952 
was very low, and the actual performance was now about 6 to 9 times 
the standard fixed in 1952, resulting in payment of bonus ranging 



Rs. 51,000 in 1952-53 to Rs. 1.46 lakhs in 1956-57. Audit had 
pointed out the need for the revision of minimum level of perform- 
ance in the Reports for 1952-53, and 1953-54 but no action was taken. 

57. In evidence, the representative of the company stated that 
there had been no change in the mechanism of loading since the 
standard of psrformance was fixed in 1952. Therefore, if any change 
in the system of bonus was made there was a risk of labour trouble 
and resultant interference with despatches. Further the workers of 
the bagging plant worked under certain special circumstimces. They 
had to work in an acidic atmosphere and the work, particularly of 
loading, was strenuous in nature. There was also little chance of pro- 
motion f m  these workers. There was heavy idle time involved at this 
plant as the pressure of loading depended on the availability of 
wagons. The bonus in this case should, therefore, be considered a 
piecc rate, the basic wage which was kept very low, being merely 
the retention price for labour. The Corninittee, however, note that,  
as pointed out b y  Audit ,  despite idle hours the  average monthly  
wages (including bonus) of t l r ~  bagging plant labour was much  more 
tham that of similar labour (having the same basic wage) at other 
plants. The9 are not therefore fully convinced bl/ the  erplanations 
in this case. In their opinion, no proper t ime and work studies had 
apparently been conducted before fi.z.lng the standard of performance. 
I t  was pointed out to t h e m  that within lour inonths of the  introduc- 
tion of the  schenw, the  Controller of Accounts of the  company 
observed thnt either the  bonus rates were high or t h e  initial lhasic 
rate of output was unduly low crnd suggested that t h e  matter be  
exanzined b y  an, expert so as to ensure that the  payments were  not 
exorbitant. Had the  matter been c.xumined even at that stage, m u c h  
of the  excess pagment could have bcen uvoided bp introducing reme- 
dial measures in t ime.  A s  t h e  basic output fixed b y  the  compang is 
unduly  low compared t o  the  actual pe~formance,  the  Committee con- 
sider that t h e  matter requires review. 

MINISTRY OF EDUCATION 

Outstanding Recommendations 

'Presentation of Audit  Reports on the  Accounts of Central Universi- 
ties to Parliament-Para 39 of. 18th Report of P.A.C. (1958-59). 

58. The question of presentation of Audit Reports on the Accounts 
af Central Universities to Parliament has been long outstanding 
M o r e  the Public Accounts Committee. The matter first came up 
before the C o d t t e e  of 1951-52 who ooncurred in a suggestion of 
t he  then C. & A. G. that the President should -use these Reports to 
6 e  presented to Parliament. [Vide para 36 of Fir& Report (First 



Lok Sabha) 1. That recommendation was reiterated by the Con+ 
mittee of 1952-53 in para 85 of their 7th Report (1st Lok Sabha). 
Pursuant to this, the Committee of 195455 were assured by the Min- 
Ltry of Education that early steps would he taken to make a statu- 
tory provision for submitting the Audit Report on the Accounts of 
Central Universities to Parliament. The Committee of 1957-58 were 
further informed that even in anticipation of necessary provision in 
the relevant statutes a decision had been taken by the Ministry of 
Education, in consultation with the C. & A. G.  to place the Audit Rec 
ports on the Accounts of the Central Universities before Parliament. 
Similar assurances were also given on the floor of the House from 
timc to time*. The Commttee of 1958-59, accordingly, hoped that 
early steps would be takcn by the Ministrv of Education to imple- 
ment thcsc assurances [Vide para 39 o f  the 18th Report (Second 
Lok Sabha)]. 

59. In a note furnished by the Ministry of Education pursuant to 
the abovc observation (Appendix II) ,  i t  has, however, been stated 
that fnr the following administrativr reasons, Government did not 
considcr it adviwble to present Audit Report on t5e accounts of 
Central Universities to Parliament. 

( i )  In order to  preserve the financial autonomy of the Central 
Universities, their financial affairs should not be made 
a subject of public controversy or an issue in party 
politics. 

( i i )  The control over the Universities should be indirect and 
consistent with their place in the national life. 

60. While the Committee are in no way less anxious. than the-  
Mini.strg to preserve the financial autonomy of the Central Univer- 
sities, they are unable to share the Ministry's apprehension that pre-- 
sentation of Audit Reports on the accounts of these Urtiversities t o  
Parliament might infringe their financial nutonomy or result in mak- 
ing their financial ajeairs a subject of pu'blic controversy. T h e y  
would, in this connection, draw attention to the following observa- 
tion of the Committee of 1952-53: 

"The ~ o k m i t , t e e  do not in any way want to impair the intie-- 
pendence of the Universities. All that they are concffn- 
ed with is that Pa~liarn~ent should be informed more pre-- 
cisely how the grants-in-aid paid to the Universities arca 

*Vide Padiammtnry Debate , dated : 
(i) 27th September, 1951 

(ii) 18th December, 1958 
(iii) 20th February, 1959 



spent and that they are wisely used" [vidc para 85 of 
the 7th Report of P.A.C. (First Lok Sabira)]. 

The Committee would, therefore. again urge that, in deference to 
the  long-standing desire of the PAC. and the repeated assurances 
given by Government prcrszcnnt thcreto. earl!/ steps shotild be taken 
by Gov~rrtlnent to prcJsent Audit Rqmrts OYZ the Acco~tzts of these 
Universities to Parliament and to i)icorpoi.ate the nece:;say proz>ision 
in the relevant statutes. 

MINISTRY OF EXTERNAL AFFAIRS 

Audit Report (Civil). 1961-Part I 

.Extra-expenditure, Pnrn 16. pages 17-18 

61. An Indian Mission requested Government in October, f 952 for 
pernlission to employ cleaners at the residence of the Head of the 
Mission at Government expense. Government replied in June, 1953, 
t h t  this proposal could not be accepted as the rcquircments of staff 
for the residence had been taken into account when fixing the frais 
for the Head of the Mission. Despite this, the Mission allotted one 
cleaner from April, 1955 and a second from January, 1956 at Govern- 
ment expense, to work at the residence of the Head of t h ~  Mission 
resulting in an expenditure of Rs. 29,604 upto 31st March, 1959 on 
their pay and allow~inces. In July, 1958 the Mission approached 
Government for sanction to this arrangement on the ground that the 
residence was too large for the cost of cleaners to be met by the Head 
-of the Mission out of his frais. But that reference was mislaid and 
a reply thereto delayed. Government issued ex post facto mnction 
on 24th March, 1961 for expenditure incurred upto 30th April, 1961.. 
It was also decided to abolish the two posts from the regular esta- 
blishment with effect from 1st m y ,  1961 and to raise the frais of the 
Head of the Mission from that date so that the cleaners might be paid 
out of the frais and not from Government funds. 

62. The Special Secretary of the Ministry admitted that the case 
disclosed lapses for which both the Ministry and the Mission were 
responsible. Even granting that rejection by the Ministry of the 
Mission's request in June 1953 was based on incorrect appreciation 
of the facts of the case, the Committee cannot but deprecate the 
s c m t  resnnct paid by the Mission to Government's orders. The un- 
authorised arrangement was continued for over three years after 
which ex post fact0 sandion was applied for in July, 1958. The 
Committee are surprised that the Finance Ministry should hare 
acquiesced in this situation. 



63. Another aspect which causes concern to the Committee is the 
delay on the part of the Ministry in sending a reply to the Mission. 
The plea that the reference made by the Mission in July, 1958 had 
k e n  mislaid is unconvincing. The Committee desire that the Minis- 
try might look into this matter and deal appropriately with the o-@- 
eials concerned, as loss of records in such an important Ministty will 
have serious repurcussions. 

Defects in the maintenance of accounts of furniture, etc. in Indian 
Missions abroad, Para 71, pages 72-73. 

64. Local inspections conducted between 1955 and 1959 in swerab 
Missions revealed the following types of irregularities: 

(a) excessive purchase of costly articles like dinner and tea 
sets and special articles of furniture without prior sanc- 
tion of Government; 

(b) purchases without obtaining competitive quotations; 

(c) non-maintenance of the stock accounts in the prescribed 
forms; 

(d) omission to recotd particulars of vouchers of pciyments, 
dates of payment, etc. and to indicate proper descriptions 
of articles to guard against their removal or replacement;. 

(e) absence of annual physical verification of stocks; 

( f )  failure to investigate nnd fix responsibility for rho losses 
or to record formal certificates in respect of articles 
handed overttaken over by the outgoinglincoming offi- 
cers; and 

(g) excessive supply of furniture at officers' residences without. 
rent. 

One or the other irregularity of the types mentioned above was 
indicated against 22 Missions at Colombo, Belgrade, Paris, Bonn, 
Brussels, Hague, Pmgue, Moscow, Rangoon, Dacca, Jedda, New York, 
Sourabaya, Manila, Bangkok, Geneva, Peking, Ottowa Rio-de-Jeneiro, 
Vienna, Rome and Santiago. 

In 17 Missions physical verification of stock was not done annu- 
ally. 

65. The Committee were informed by Audit t h t  there had been 
additions to the list of places where physical verification of stock was 
not being done regularly. The Committee are corecernsd to note the 
extent of default in conducting stock verifications and the preuulencs 



of defects in the mcrintenanm of stock accounts in the Missions abroad. 
They were surprised to  learn in the Embassy at Peking where the 
last audit had taken place in  August, 1960, verification of stock had 
been taken in hand only in August 1961. They are unable to accept 
the plea that omissions in the annual stock verification were due t o  
absence of special staff for doing this work and that the  work was 
onerous in nature. In their v i m ,  the lapses disclosed by  Audit id i -  
cate lack of proper supervision and control. The9 feet that in the  
interests of eficiency and economy such lapses should not be con- 
doned as a matter of course, but should be dealt with firmly. 

MINISTRY OF FINANCE 

(DEPARTMENT OF ECONOMIC AFFAIRS) 
Audit Report (Civil), 1961-Part I 

Loss due to nan-recovery of service charges from a foreign Govern- 
ment, para 18, page 20. 

66. In terms of a Technical Assistance Agreement dated 25@ 
June, 1953 between the Governments of India and U.S.A. the actual 
expenditure incurred for a period of approximately one year on 
the services of five foreign engineers for the operation of the Bokaro 
Thermal Plant built by Damodar Valley Corporation, was to be 
reimbursed by the Government of U.S.A. up to an amount of 
Rs. 4,04,762. 

The actual expenditure on the engineers amounted to Rs. 3.33.567 ' 

but reimbursement was not obtained for any part of that expendi- 
ture as the India Supply Mission, Washington was not aware of the  
arrangement that the ex~enditure was to be reimbursed by the U.S,. 
Government. 

In November, 1958, when an attempt was made by the Gov,ern- 
ment of India to obtain reimbursement from the U.S. Government. 
they were informed that the agreement had lapsed in May, 1958 and 
the amount of Rs. 4,04.762 had been reallocated for other purposes. 

67. In evidence i t  was stated that although there had been a 
failure on the part of the Ministry to inform the I.S.M. Washineton 
that the expenditure was reimbursible by the U.S. Government, 
there was no net loss to Government as the amount formed part of 
the totality of U.S. fun& available to .  the Government of India 
which was not reduced. The Committee were also assured that 
steps had been tuken to avoid lapses of this kind 'in futulte. They 
hope that such failures which leave an unfavourabte dmpresston 
abroad will not recur. 



Erroneous drawal of commission by authwised agents for the sale 
of National SavingslNational Plan CertiJications, etc-Para 17, 
pages 18-19. 

68. A test audit of commission paid to the authorised agents in 
Madras, Bombay and Calcutta undertaken in 1959 at  the request of 
Govcbrnmcnt had revealed various cases of irregular payments to 
agents (a) on certificates purchased directly by the investors (b) 
on investments from I'sovident Fund money etc., (the scheme did 
not envisage payment o f  cornmission in such cases), (c) on invest- 
ments in rcspcct of which thwe was a failure to prcsent the receipt 
books at Post Offices (under the Rules such invest~nrnt should be 
dcenml as direct investment). Thcrc were various other irregu- 
larities also. 

Undrr thc srhcrnc.. ngmts in the Clty shr~uld enswe n minimum 
husinrss of Rs. 5,000/- a quarter and failure to do so would entail 
the trrmination of Ihcx agency. Audit noticed that in Madras this 
condition had not bcen enforced evcn in cases where there was 
failure in successive quarters. 

69. In evidence tllc Secrctnry of the Ministry advanced the plea 
that ns Government were anxious to build up business, it was not 
considered desirable to terminate the agencies of those who had 
failcd to c-ollcct thc prescribed quota. It was also stated that 
agencics were bcing given for a period of three years. As they be- 
came due for renewal, the services of unsatisfactory agents would 
he dispensed with. The Conzmittee feel that agencies are likely to  
become slack if they are continued as a matter of course for the full 
ini-tial term of three gears. In  their opinion, it is essential to keep 
the zoork of the agencies under review from year to year and such 
of the agencies ns are found indifferent or inefficient in getting husi- 
mess should bs weeded out as and when considered necessary. 

70. The Public Accounts Committee (1958-59) in paras 58 and 59 
of their Eighteenth Report had occasion to comment on certain cases 
in the Delhi Area, of irregular drawal of commission on the sale 
of National Savings/Plan Certificates by two authorised agents. 
They had expressed doubts whether the erroneous drawal of com- 
mission by two agents in Delhi 'area might not be symptomatic of a 
widespread disease. They were informed by the Ministry of Finance 
(Department of Economic AfTairs) that with a view to finding out 
whether similar malpractices were prevalent in other areas, special 
enquiry teams were set up jointly with the P. & T. authorities at  12 
major centres.. The C. &A. G.  was also asked to conduct special 
audits at Calcutta, Bombay and Madras. 



71. The irregularities mentioned ip the Audit Report confirm the 
apprehension of the Committee that the incidence of irregularities 
.was widespread. The Committee inquired what action had been 
taken against the agencies who had committed irregularities. They 
were informed that out of 556 cases reported, from Calcutta and 
Madras, further investigation in 189 cases was not m.de as the 
investment was less than Rs. 1000/- in each of these cases. Of the 
balance, it had been possible to establish fraud only in 44 cases 
which had been reported to the Police and to the P. & T. Board and 
the agencies had been terminated. Action against the Postal staff 
involved in the frauds was under contemplation by the P. & T. De- 
partment. In 53 other cases where the agents had fraudulently 
give:.. signatures of the investors, the matter had been referred to 
the Police. While the Committee appreciate the difficulties in estab- 
lishing frnuds in a conclusive manner for prosecution purposes in 
such rases, the3 feel that ~c~rsc~upuEcrzis agencies which cannot be 
proseclitcd can and should be dealt with other-wise. Tho Commit- 
tee also desire that depcrl~tzcntal action against the Postal oficials 
concertled should be completed early. 

72. The Committee inquired whether such irregularities still 
,continued. They were assured that with the introduction of certain 
.change in the scheme with effect from the 1st October, 1960, it was 
not now possible for any agent to collude with the postal staff and 
convert a direct sale into an agency sale. The Committ~e, however, 
feel that there is no room for complacency in this regard and that 
mere procedural changcs cnn?~ot be a substitute for administrative 
z:igilance. 

Inf~auctuous expenditure on the Silver Refinery Plant due to fai- 
lure of the suppliers in commissioning, Para 19, pages 20-21. 

73. The Silver Refinery Plant, the work on which was completed 
'in December, 1958, had not been taken over from the suppliers even 
upto January, 1961 due to the repeated failures of the furnace cruci- 
bles of the plant. As a result, in addition to the extra expenditure 
of Rs. 4,34,827 incurred upto February, 1959 due to delays in erection 
and installation of the plant, expenditure of Rs. 1,44,266 on pay, 
allowances, etc., of the foreign and local personnel incurred f r ~ m  
March, 1959 to January, 1961 had proved nugatory. Further, the 
outlay on the work had gone up by Rs. 9,03,155 due to additional 
interest charges from March, 1959 to January, 1961. The question 
of apportioning the infructuous expenditure between the Govern- 
ment and the foreign suppliers, responsible for the proper/erection, 
testing and putting into service of the plant under the agreement, 
had been under Government's consideration since February, 1960. 



74 In evidence, the Committee were informed that the foreign 
ruppliers had denied their responsibility and the matter was being 
considered in consultation with the 'Ministry of Law. Meanwhile, 
ten per cent of the payment due to the suppliers had been withheld. 
An Indian contractor linked with them had played a major part in 
the erection of the plant and an amount of Rs. 75,000/- due to him 
had also been held back. The Committee would aw:!it the outcome 
of this case. They learnt that even by August, 1961, t h e  refinery 
was only working to half of its capacity. The Ministry's representa- 
tive could not state when the full production capacity would be 
realised. While the Committee wouli$ watch tire attainment of full  
~ o d w t i o n  capacity of the plant, the3 would like to invite the atten- 
tion of the Minist@ of Finance to their earlier recommendations 
contained in para 36 of their 25th Report (1959-60)-Vul. I and 
para 113 of the 46th Report of the Estimates Committee (1958-59). 
They regret that no decision on the alternative uses of the silver 
refinery plant kas so far  been taken, although c~nsiderable time has 
elapsed since. 

75. The Committee of 1959-60 totre ~nfo r i t~ed  that the stocks of 
Quaternary Alloy Coins umnld keep the refi~lery Ims?~ for a period 
of five years only. It  is all the mwt. necessary, therefore, that a 
decision on. this question is taken before the available stocks of 
silver are exhausted so that the plant erected at a cost of over a crore 
of rupees does not remain idle thereafter. 

I n ~ ~ s t m e n t  in International Finance Corporation, Pam 73, page 74. 

76. The Government of India is one of the original members of 
the International Finance Corporation formed in August, 1956 and  
have invested a sum of $4,431,000 (about Rs. 2-11 crores) as share 
capital in the Corporation. The purpose of the Corporation is lo 
help productive private enterprises in underdeveloped countries by 
movement of funds from capital-exporting countries so as to further 
their economic development. On 30th June, 1960 the subscribed 
capital of the Corparation amounted to $96 506,000. Of this, only 
about 10 per cent had actually been invested in enterprises in  under- 
developed countries and no part of that investment had come to India, 

77. The Committee were informed that the Cor~orat ion had 
approved of one loan but. the Indian applicant had himself decided 
not to proceed further. Another case approved by the Corporatien 
had to be dropped as doubts had arisen about the bona ficles of t h e  
party. At present two projects were under finalisation. Govern- 
ment were aware that the Corporation's rate of interest (7 t o  8 per 
cent plus the right of participation in  profits and also in shares in 



some cases) was unattractive and efforts were being made to reduce 
the rates. The Cornmtttee desire that Government slt.o?cld continue 
thezr efforts so that the Corporation could live upto iis avowed pur- 
pose of helpmg productme prtvate enterpnses an underdeveloped 
countrres. The Committee understand that a change in the Articles 
of Assocration had been proposed so as to enable the Corporatzon 20 
make equity investments. They would like to be informed of fur- 
t l~er  developments in this behalf. 

Outstanding Recommendatiorrs 

Regularisation of expenditure incurred without approval of Parlia- 
ment or State Legislature on an item adjudged as New Service. 
after the close of the year-Paras 110-111 of the 7th Report. 

78. The Public Accounts Committee in para 392 of their Seventh 
Report (Second Lok Sabha) considered a case which occurred in the 
State of U.P. wherein a sum of Rs. 10,000 was spent on certain Exhibi- 
tion (considered to be a new service efter the close of the year) from 
out of the savings available under other heads without obtaining a 
token Supplementary Grant during the financial year. The Comp- 
troller and Auditor General brought this case to the notice of the 
P.A.C. as in his opinion "it raised a very importmnt question of prin- 
ciple in relation to Parliamentary control over expenditure". It 
was held by Audit that as the money had been spent without the 
authority of law as required under Article 266(3) of the Constitution, 
the expediture must be deemed to have been automatically disallow- 
ed und the resulting 'excess' should, therefore, be regularised by the 
Legislature. 

79. When this matter came up before the Public Accoun:~ Com- 
mittee in January, 1958, the representative of the Ministry of Law 
explained in evidence that there was no provision in the Constitution 
at present to regularise such cases of techMca1 excesses which did 
not result in excesses over the Grant-as a whole. The representative 
of the Ministry of Finance also felt that there was a lacuna in the 
Constitution in this respect and observed that Government would 
abide by the ruling of the Public Accounts Committee in the matter. 
The Committee suggested that the Ministry of Finance might 
examine, in consultation with the Attorney General, if necessary, 
whether such cases could be brought within the scope of "exception- 
al grants" envisaged in article 116(1) (c) of the Constitution. 

80. Accordingly the Miinistry of Finance (Department of Economic 
Affairs) submitted a Memorandum to  the Public Accounts Committee. 
(Appendix 111). It is seen therefrom that the Attorney General has. 
agreed with the Law Ministry that there is no provision in the*. 



Constitution to regularise by law an "excess" expenditure of this 
kind. In his opinion, the provisions of Article 115 (1) (a) and (b) 
are not applicable to this case inasmuch as both parts of Article 
1 15 ( I  ) (a) contemplate a supplementary, additional or excess grant 
durlng the "current financial year" and Article 115(1) (b) contem- 
p1~1tc.s excess expend~ture for a particular service over the amount 
granted for that service for that year (in the present case no grant 
has ht on made for t h s  cxpenditure). He has added that "if it is 
drs.:~rt,:I to appro:irh the Legl~lature for regularising the expenditure 
the only possihle method is to approach it by puttlng a strained 
cullst 1 uctlon on the language of Artlcle 116(1) (c) ", although he is 
dou htf u l  whether "unnuthorised" expenditure of this nature could 
lo:!itirn:itoly be a ~iubjc.ct of nn "exceptional grant" and satisly the 
tit scr~ption "which forms no part of the current service of a n y  finan- 
C I Z I  ycar." 

81. The Committee, however, find that prior to the coming into 
force o f  the Constitution, the procedure followed in such cases was 
to expand the usual form of the Resolution for taking the report of 
~ I I P  Public Accounts Committee into consideration by the legislature 
so as to include- 

"and that the Assembly do approve the expenditure of 
Rs. . . . . . . . . . . ".* 

T h ~ s  proccdurc wus decided upon after careful consideration by 
the Public Accounts Committee followed by a discussion between the 
then Chairman of the Committee and the Hon'ble President of the 
Legislative Assembly. It was also felt at that time that rule 49 of 
the Indian Legislativc Assembly Rules [which corresponds to Article 
115 (1) (b) ] did not cover unauthorised expenditure of this kind and 
there was a lacuna. The only way to regulwise the default was, 
therefore, to get sanction of the House by moving a resolution in this 
regard. 

82. The unautholised expenditure in the present case has been 
incurred on a service adjudged as "new service" without causing any 
excess over the grant as a whole. In the IQW made by Parliament 
every year under Article 114(3) of the Constitution, the amounts 
authorised are shown according to the Votes (demands) to be appro- 
priated for the services and purposes expressed in the Schedule 
thereto in relation to the said year. In order to ensure Parliamentary 
control each d e m n d  is split up into a number of sub-heads; (these 
are not indicated in the Appropriation Act) and the Executive has 
been vested with power to re-appropriate from one sub-head to 
another or even open new sub-heads so long as the expenditure con- 
templated is within the demand. Such a delegation to the Executive 
-- -- - - - 

*Para 29 of the Report of the P.A.C. on the Accounts of 1930-31 Part 11, Railwav 
.Aocounts. 



does not in any way affect Wrliamentary control over expenditure 
as in these matters Parliament exercises necessary control t h ro~~gh  
the Finance Ministry and the Public Accounts Committee. If, in a 
case, it turns out that funds have either been reappropriated or uti- 
lised for meeting expenditure on an item not contemplated in the 
demand and such expenditure has been discovered after the close of 
the financial year, it shall be brought to the notice of the Public 
Accounts Committee through the Audit Report. The Public Accounts 
Committee shall bring it to the notice qf Parliament, and if they 
agree with the observations in the Audlt Rtport, they may recmi- 
mend that Parliament may approve thr expenditure. No fresh vole 
for the expenditure is called for as the money nlready vded by Par- 
liament for that particular demand has not been excrcdcd. Tbe 
Committee are of the opinion that ns i n  thr pre-Constitutio~~ rlo?/s, 
SLLC~I cases can be brought beforc Parli~,rw?rt for approval. without 
violating any of the provisions of the Constitzction, by movinr,  a 
resolution in appropriate terms and getting its approval ex-post-facto 
to the money spent on such items. Hozoever, in cases where by 
incurring such expenditure, the amount authorised by Parliament for 
a partzcular demand (Service) for that yccrr has been exceedTed t h e  
prov:sion.s of Article 115 (1) ('b) of tile Constitution will be attrwtcd, 
and tile excess will have to be rcgularised zlnder those provisions. 

REHABILITATION FINANCE ADMINISTRATION 

Outstanding Recommendations 

Directions by the Government to their representatives on the Board 
of Directors of Public Undertakings/Corporations, etc.-f'urct 76, 
18th Report (Second Lok Subhn). 

83. Commenting upon the cases of irregularities in the R.F.A. 
the Public Accounts Committee in para 76 of their 18th Report 
(Second Lok Sabha) observed thnt cases had come to the notice of 
the Committee where Government representatives on the Boards of 
autonomous bodies failed to warn Government in time regarding the- 
unwise activities or investment etc. of such Boards. The Committee, 
therefore, desired that Government should impress upon their nami- 
nees on autonomous bodies this important aspect of their duties. 

84. In a note* submitted to the Committee the Ministry of Finance - 
(Department of Expenditure) stated that the representmtives of Gov- 
ernment on the Boards of Directors of aut6nomous corporations and 
companies are senior officers who, by virtue of their expxience and 
standing, while'participating in the deliberations of the Boards are - - - - - - - -- - 

*Not printed. 



t expected to ensure, by and large, that the known policies of Govern- 
ment clnd the objectives end responsibilities entrusted to the corpora- 
tions arc discharged in the most satisfactory manner. In *he event 
of any difference with their colleagues on the Board on any substan- 
tial matter, the Government representatives are expected to  bring 
the matter to the notice of the Government but no formal instruc- 
tions have been issued to them on this matter, nor is it consider~d 
necessary or desimble to do so. 

85. The  Committee find it dificult to  accept the  reply of the  Minis- 
trg in  this case. T h e y  do not see how the  Ministry feel that it is 
neither necessary nor desirable to  issue formal instructiwns to  the 
representatives of the  Government on the  Board of Directors oJ Public 
Undertakings/Corporations i n  this regard when  the  principle under- 
lying the recommendation has been accepted b y  the  Ministry. In 
t h e  Committee's opinion it is desirable in the  interest of both the 
Covernntent and the  Government Directors that formal instructions 
shmtld be issued enjoining upon the  Government Directors that t h e y  
sltozild apprise Government of mutters over which they  do not agree 
wi th  tile views or decisions of the Board of Directors. 

MINISTRY OF FOOD & AGRICULTURE 

(Department of Agriculture) 

Non-enforcement of the  terms of an agreement-Paru 20 of the  Audit 
Report (Ciz~i l )  , 1961-Part 1 ,  pages 21-22. 

86. The North Andaman Agrement of Licence entered into with 
a firm in August, 1951 for extraction of timber in the forests of 
Andamm and Nicr)h:tr provided i r r t~r  alia the setting up o f  certain 
factories by  the licensee firm for which Government were to render 
a11 reasonable assistance such as, providing land, securing import 
permits for getting building materials, machinery, plant, etc. The 
flm failed to erect the requisite factories within the stipulated period 
of 48 months of the signing of the agreement which expired on 31st 
August, 1955. A notice was served on the firm on the 5th May, 1956 
to show cause why the penalty provisions of the agreement should 
not be enforced. 0 x 1  a representation of the firm, made on the 28th 
May, 1956, the Ministry cf Law advised on 20th November, 1956 
that as Government had not made formal allotment of a part of the 
land for erection of the factories band executed a lease deed, the 
time for erection of the factories should be extended. Acccrdingly, 
at a meeting with the firm on 31st January, 1957, it was decided that 
the time limit for completion of the factories would be extended by 16 
months from the date on which the firm were let into peaceful posses- 



&on of the land under a letter of allotment formally executed on be- 
half of the President by an authorised officer. The firm did not, how- 
ever, lake any effective steps for the erection of the factories and were 
again served on 18th May, 1959 with a notice of cancellation of agree- 
ment. The firm again took the plea that the absence of a sound title 
to the land was the cause of delay. The Ministry of Law also advised 
that as Government had failcd to make the allotment of land under 
a leiter of allotment formally executed on behalf of the President by 
an authorised officer, the period of extension of 16 months had not 
begun to run and'that the termination of the contract would be suc- 
cessfully challenged as illegal. 

87. The Secretary of the Ministry admitted in evidence that from 
1951 to 1955, Government neither took any steps to execute the lease 
deed for handing over the land to the firm nor did they ascertain the 
progress in the erection of factories. When the firm asked for licence 
to import building materials, machinery, plant, etc. it was realised 
that there had been a failure on Government's side to get a formal 
lease deed executed. He further explained that the Deputy Corm- 
missioner of Andamans had allcwed the firm to take physical possess- 
ion of the Iand and had issued a letter of allotment therefor. The 
firm wcre also paying rent for the land. The Local Administration 
had, therefore, taken the view that the provisions of the agreement 
had heen ccmplied with by Government. This view was, however, 
rejected by the Ministrv of Law who advised in November, 1956 that 
Government should forrnallv allot the land to thp firm and exccute 
a lease deed. A lease deed was accordingly drafted and the draft was 
sent to the firm in 1957. But the firm raised some objections and 
produced a counter-draft after a year. Audit pointed out that accord- 
ing to the Law Ministry the draft deed sent on behalf of Govei-n- 
ment was also defective as it was not in the name of the President. 
Nothing further happened till 18th May, 1959, when the firm wcre 
again served with a notice of cancellation of agreement. Asked whe- 
ther the leas9 deed had since been execute$, the Secretarp replied 
in the negative. He added that the firm had not acce~ted the basis 
for the calculation of royalty and had sought arbitration. 

88. It is clear from the above that the firm had cleverly evaded 
'their contractual obligation to set up factories b y  taking advantage of 
the .technical flaw in the imphenta t ion  of Govmnment's obligations 
under the eont.ract. The firm could successfully cib so because of the 
woeful lack of supervision on the execution of this contract warth 
crores of rupees. Despite the advice given b y  the Law Ministry in 



November, 1956 regarding the legal impl ic~t ions of the mutter, it 
a pi??/ thr? draft lease deed sent ta the firm in 1957 was patently defec- 
tive (vix, that it was not tn the name of the President). The supw- 
jtcial maniter in which this case has been dealt with by the local 
Adnienr:itration and the Miniattrg all these years has Zed to the 
prescvii t zntpnsse. The Committee stronglv urge that responxi btlity 
for t h r ~ s ~ ~  lnpses should be $red. 

C!) Thc performance o f  this firm has come under review ycar after 
yror hy this Committr?~ and has consistently been the ohjcct cf 
diswt ~sf;lct ion to thcm. TIIF Committee enquired whrther there 
wcw* 111**1c,y dues rmtstand~ng aqainst the firm Th( .  n-itnes, sia:ed 
that rt~galt y on timber c.xtracted by the firm w a s  bt.:,i:: collected in 
advnncc .tt thc  rate o f  Rs. 50/- pfsr ton. However, as .he  fi 1-1.1 had 
b ~ w  n b 1 ~  to  t-stract a maximum of cnly ?n',,(;OO tons per annum :~g;tinst 
the ~(i~nrantcrrl quantity of 75,000 tnns of timber annually, a sum of 
Rs. 2 4 cwrcs wzls duc from thc firm on the shortfalls as per thf 
terms o f  tk rv  contract. Tn a nolc dated 25th Auf~ust,  1961 su':mitted 
to 111c Cornrnittw (Apncmdix 1';) pursuant to their observntims in 
pnrn 111 of tlic Eighteenth Rcport (1958-59), they had been jvi' 9-med 
that npnrt from the rovnltv d u ~  or1 the shortfalls. a sum of Rs. 14.94 
lekhs w:ts or1tr.tnnding nS; rov:~ltv as on 31st March, 1960 "on timber 
exportctl and consumed in mill" during the three years 1957-58 
to 1959-60. Rcsides, annthcr Rs. 1.12 lakhs was due towards intorrst 
on lntc pttymcnt of  royaltv asscsscd up  to 1959-60. Statements had 
also bccw made before the Committee (para 92 of 34th Report  o f  
PAC, 1960-61) that t h c v  had been a number of breaches o f  agreement 
by the Arm and the question of terminating the agreement was under 
the conside~xtion of Government. Indicating the latest posjtirn. the 
witnrsc: stated that as fhc arbitration prwe~dinrfs  were going on, i t  
was considered advisable not to terminate the agreement. 

90. T l t p  Committee feel that hofore the firm went in for nrbitrrr- 
tion, t h e w  was amrle time fm Government t o  consider whether or 
not t h ~  agreement could be terminated. In view of the high stakes 
invoTnwd and the i n e p l n r  practices and defaults on the part of the 
firm, it is a matter on which the opinion of the Attornev Generat 
should he sought regarding the further course o f  action. Thb Com- 
mitte hope that tho arhitratbn proceedings will be expedited. They 
also desire t o  b~ apprised of further developments in this case. 

Unproductive expenditure on timber seasoning plant, para 23, 24. 
91. A timber seasoning plant with a capacity of  850 tons Der 

annum was installed in the Andamans at a cost of about Rs. 2-09 



hkhs. The plant commenced working in January, 1957 but was 
clooed down in September, 1957 due to accumulation pf stock of 
n n e d  timber. I t  was, however, restarted in May, 1959. Only a 
total quantity of 522 tons 40-75 eft. of the timber was processed till 
the end of March, 1960. Out of this, 344 tons 44.21 cft. valued at  
Rs. 1,12,000 were awaiting disposal (March, 1960) . 

92. The representative of the Ministry explained that the plant 
was installed at the instance of the local P.W.D. who had placed 
their monthly requirements of seasoned timber at 200 tons. Gov- 
e m e n t  agreed to instal a plant of the capacity of only 850 tons 
annually. The plant was working regularly, but the off-take by the 
P.W.D. was not as much as the quantity processed at the plant. 
(According to Audit off-take of the seasoned timber during the last 
three years was only 20 per cent of the installed capacity of the 
plant). The production from 1st April, 1960 to 30th June, 1960 was 
259 tons and only 45 tons of timber remained undisposed of till date. 
Due to transport difficulty, the timber could not be brought to the 
mainland. A firm had, however, been provided with foreign exchange 
to  buy a ship for transporting the timber from Andamans to the 
mainland. 

93. The C,nmmittee are amazed that the estimate of consumption 
of seasoned timber given by the P.W.D. of Andaman Administration 
should have proved so awry. It is also surprising why  before install- 
ing the plant, a proper survey of actual requirements of timber and 
possibility of their being marketed outside the Territnry was not 
made. The Committee would like to be informed of the outcome of 
the efforts to procure a ship for transportation of timber from the 
mainland. 

(Department of Food) 

Audit Report (Civil) 1961-P.T. I 

Suspected misappropriation of Government money-Para 21, page 22. 

94. Special audit of the accounts of securities of an office in June 
and October, 1959 disclosed loss of cash received as security and other 
misapprcpriation aggregating Rs. 40,640. 

95. In evidence, the Committee were informed that failure of 
supervision in enforcing the rules prescribed as regards accountal of 
security deposits, their conversion into National Savings Certificates 
and safe-custody of the latter had led to the misappropriation. If so, 
2050 (Aii) LS-IL. 



so 
the Committee are of opinion that deterreat action is called fot 
against the cfflciah responsible for failure to exercige proper checbr 
They note that the Accounts Officer who under the Rulw was respoa- 
sible for proper custody of cash and the certificates had already 
retired from service. They understand that prosecution proceedings 
had been launched against the Cashier and Asstt. Cashier where 
there was proof of defalcation and departmental action was being 
taken in respect of other lapses. The Committee desire that depart- 
mental action against those responsible for fraud and against the 
supervisory officers, for failure to discharge their duty should be 
Analised quickly. 

General irregularities in the accounts of the scheme for the p u r c h a ~  
of foodgrains 

LOSS on account of lon.g storage, para 22(a) ,  page 23. 

96. According to the Audit Report, there was no systematic 
arrangement to ensure that the grains received earlier were disposed 
of first to avoid loss on account of deterioration in long storage. 
In Ave depots alone, grain weighing 85,815 mds. valued at about Rs. 17 
lakhs stocked during October, 1954 to June, 1958 had not bean dispos- 
ed of (March, 1961). Some of the stocks had been declared wb- 
standard. 

97. The Committee were informed that a continuous check of the 
quality of stocks was kept by competent technical staff. The 
disposal of stock was dependent not on its age but on its condition. 
The varieties of rice stccked were of better quality which had good 
storage life. The stocks accumulated as the fair price shops did 
not take them. The Committee enquired whether some of the stocks 
had become substandard. They were informed that certain stocks 
of 1954, 1955 and 1956 crops had slightly deteriorated but had nct 
became unfit for human consumption, nor had there been any loss 
in their disposal. It was, however, admitted that about 2000 tons of 
'Sela Basmati' rice were awaiting disposal. 

98. In the cpinion of the Committee, continued retention for more 
than 7 years of some varieties of foodgrains acquired in 1954 indi- 
cates how ineffective the review of stocks has been. If the fair 
price shops were reluctant to take the stocks, there was no justifica- 
tion for retaining them in the godowns. The Committee feel that 
it will be in the interest of both the Government and the Consumer 
if stocks of foodgrains are controlled on the basis of age with due 
regard tc? their condition older stocks being disposed of before they 
deteriorate. 



lnftuctuous motcenzent of foodgraans, Para 22(b), page 23. 
99. There were instances of frequent movements of foodgrains 

from ane depot to another, instead of direct movements from the 
distributing centres, and also of supply of foodgrains to consignees 
from depots other than those situated nearest to the consignees. In 
16 depots alone, during August, 1958 to February, 1960 an expenditure 
.of Rs. 3-67 lakhs had been incurred an railway freight and handling 
on movements which, according to Audit, could have been avoided 
with prcper planning. 

100. It was explained to the Committee that due to the difficulty 
in correctly presaging the consumer demands in the different areas 
an the basis of crop forecasts some cross movement of stocks was 
inherent in the operaticns. Such movements were being minimised 
by keeping the bulk of the stocks in port towns, to the extent the 
means of transport permitted this. A large number of cases referred 
to in the Audit Report related to the movement of rice from Rihar 
to  West Bengal. The Committee desired in August, 1961 to be 
furnished with a note indicating (a) the number of cases where 
foodgrain had to be rushed to other Depots/consignees in the jurie- 
diction of other depots during the period August, 1958 to February, 
1960 justifying expenditure of Rs. 3.67 lakhs and (b) the standing 
rules/orders about the movement of foodgrains. This is still awaited 
(March, 1962). The Committee suggest taht cross movements as in 
the present case s h ~ u l d  be periodically reviewed and the stocks re- 
planned in the light thereof. 

Depcts in conducting physical verification of stocks and recording 
results thereof, Para 22 (c) , page 23. 

101. The physical verification of stocks in storage depots was not 
being conducted on a systematic basis. In many of the depots where 
only test checks were conducted, the results cf such checks were 
not being recorded properly in the stock ledger. 

102. I t  was stated before the Committee that there was no general 
failure to conduct physical verification and that the Ministry were 
satisfied with the procedure. There were individual lapses which 
were being dealt with. The Committee desired to be furnished with 
a note giving (a) the number of cases in which rules regarding 
physical verification of stocks were not observed by officers, (b) 
cases in which their explanations were called for, (c) departmental 
action taken against the officers responsible for the lapses, and (d) 
the number of cases during the period under report in which snort- 
ages had been detected and the number of such cases in whfch 

--. 



bvcltfgatfanr had been completed. But thuy regret to  obrerre r hut 
the note ir s t i l l  awaited. 

Defective weighment procedure, para 22 (d) , page 23. 

103. According to the standing orders of the Ministry, the consign- 
ments of foodgrains were required to be weighed 100 per cent if 
mn-standardised, and 10 per cent if standardised, on arrival at rail- 
heads and again in the depots. These instructions were, however, 
not being followed in a large number of cases. The weighment pro- 
cedure followed on receipt of consignments in the depcts was also 
not uniform. 

104. The Committee were informed that the rules could not be 
observed at certain places because of physical dSflculties, e.g. in 
Calcutta port 100 per cent weighment was physically impossible as 
the Port Commissioner would not allow the stocks to be kept in the 
port for long. The Committee are hardly convinced by this explano- 
tion. They see little purpose in such paper orders which, accordi~cg 
to the Ministry's own admission, are not practicable. I t is time the 
Ministry modify the rules suitably, keeping in view the interests of 
G wernment. 

Appropriation Accoun is (Civil), 1959-60-VoI. VII 

Grant No. 120-Purchase of Foodgrains-Audit Comments 

105. Item No. 15, Page 123:-Registers are required to be main- 
tained by the Pay & Accounts Officer (Food & Agriculture) for link- 
ing the quantities of foodgrains despatched from docks to depots or 
from one depot to another with the quantity taken on stock by the 
receiving depot. A test review of some of the linking registers had 
revealed that a large number of items were outstanding even 
though the grains had been transferred more than 2 years ago. The 
number of unlinked items together with the quantity involved 
outstanding in the books of Pay & Accounts Officer for the grains 
transferred upto 31-3-59 was 7,935 involving 226 lakh mds. of wheat 
and rice. 

The Committee were informed that out of 7,935 items only 900 
had been completed. Each and every item was being pursued and 
the work would be completed in another year. The Committee are 
nd satkfied with the progress of wo~k .  They were assured by the 
Secretary of the Ministry that the work would be expedited. They 
would watch the progress of work through future audit reports. 



106. Item No. 2, page 121:-According to Audit, Government 
decision about the form of the Proforma Accounts was still awaited. 

The Committee were informed that discrepancies between the 
dnancial accounts and proforma accounts had since been largely 
reconciled and that figures had been accepted by Audit. Tha 
Secretary of the Ministry proposed to meet the C&AG and finalise 
the form of proforma Accounts. The Committee desire that this 
matter should not be delayed further. 

MINISTRY OF HEALTH 

lnfructuous expenditure, para 24,  page 2 5 -  

107. Certain plots of land at  Calcutta were partly requisitioned 
and partly taken on lease on 19th April, 1947 from private parties 
and local bodies for starting a Medical College and Hospital. After 
the College and Hospital had functioned for about three years in 
barracks and temorary structures erected on these plots of land, 
Government decided in July, 1950 to close them down in stages and 
to derequisition the plots of land. The winding-up operation began 
in June, 1951 and ended in December 1952, but Government have not 
so far been able to restore the lands to the owners as, during the 
period 1948-1952, displaced persons and other unauthorised persons 
occupied the lands and barracks, as and when they fell vacant. As 
Government could not restore vacant possession of the lands to the 
owners their liability for rent, taxes, etc. still continues. They had 
paid till February, 1960 about Rs. 11 lakhs on rent alone at Rs. 12,828 
psr month and Rs. 28,844 on accmnt of electricity and municipal 
charges. k further sum of Rs. 27,265 was still to be paid by them 
on account of municipal taxes due upto March, 1960. 

The Works, Housing and Supply Ministry approached the State 
Government in March, 1954 for assistance in evicting the unauthorised 
occupants. The State Government, however, felt that alternative 
accommodation could be provided only to those persons who could 
prove their refugee status; and that the remaining large number of 
persons who failed to do so should be evicted under the normal law. 
The State Government, accordingly, provided alternative accommo- 
dation to about 91 displaced families but their removal did not 
result in the complete vacation of any of the barracks or plots so 
as to enable Govenment to restore them to the owners. 

In August; 1960 the Ministry stated that suits for the eviction of 
the unauthorised occupants could not be filed so far as the required 
particulars for the filling of the suits could not be furnished in spite 



uf attempts made by the State Government to obtain them from 
the occupants. 

108. The Committee enquired in evidence whether after alter- 
native accommodation had been provided to 91 families, any efforts 
were made by Government to reshuffle the occupants with a view 
to having some barracks/plots fully vacated. The representative of 
the Ministry of Health stated that the portions vacated by these 
families were reoccupied by other unauthorised persons. On the 
question of passing on the liability for municipal rates to the 
Rehabilitation Department of the West Bengal Government or the 
unauthorised occupants, it was stated that the matter had been taken 
up with the State Government but there were no prospects of that 
Government sharing the liability. Nor was there any hope of the 
liability being borne by the unauthorised occupants. 

As regards the prospects of early vacation of the plots, it was 
stated that according to a letter dated the 1st August, 1961 received 
from the West Bengal Government, particulars of all the occupants 
had since been collected and were under final check by a Land' 
Acquisition Offlcer preparatory - to the filing of civil suits against 
them. It was hoped that in a year or two, the barracks and plots 
would be got vacated. 

109. The Committee are concerned to note that the unauthorised 
occupation of the property, continuing for over nine years, has 
cost Government infructuous expenditure of nearly Rs. 14 lakhs in 
rent and municipal taxes. While the Committee do not underrate 
the dimities faced in getting the property vacated, they cannot. 
werlook the fact that the initial process of unauthorised occupation 
had continued for full four years during which time there had been 
a failure to initiate adequate preventive measures. Nor was the 
matter pursued with due vigour and resourcefulness thereafter. The 
Committee desire that determined eiforts should now be made by 
the Ministry to get the property vacated early. In view of the large 
infructuous expenditure incurred in this case the Committee would 
also suggest that the Ministry should examine whether disciplisww 
action was not called for against the c;@ers wko were charged with 
the responsibility of getting the property vacated. 

MINISTRY OF HOME AFFAIRS 
Non-recovery of a loan--Para 25 of Audit Report, page 26- 
110. Government sanctioned on 23rd November, 1961 an interest- 

free loan of Rs. 25,000 to be paid in five equal annual instalments, to- 
the Criminal Tribes Welfare Board (an unregisterd private body), 



for starting industries in a reclamation colony at Delhi, with the 
object of providing gainful occupation for the members of a back- 
ward community. The first instalment of Rs. 5,000 was paid on 
21st March, 1952. Though an amount of only Rs. 5,003 was payable 
in the next year towards the second instalment, the entire balance of 
Rs. 20,000 was disbursed on 31st March, 1953. 

The terms and conditions for repayment of the lmn were not pre- 
scribed initially or even before the payment of the sixond instal- 
mezt. No security was taken nor was any bond executed. The fact 
whether the Board had any assets was not enquired into. The 
matter regarding the execution of an agreement was first taken up 
in July, 1956, but in December, 1959 it was considered that nb useful 
purpose would be served by finalisine, the agreement. ds the loanee 
had become defunct. 

The amount of the loan was advanced by the lopnee to a Co- 
operative industrial society, which went into liquidati~n due to mis- 
management and ambezzlement of funds. Neither of the bodies 
started any industries, and the purpose for which the loan was 
granted was thus defeated. Effective steps were not taken by Gov- 
ernment at any time to ensure proper utilisation of the loan and 
to effect recoveries. Government were considering the question of 
writing it off. 

111. In his evidence before the Committee, the Secretary, Min- 
istry of Home Affairs, admitted that the correct procedure had not 
been followed in this case. In extenuation, however, he stated that 
the unregistered body (the Criminal Tribes Welfare Board) which 
received the loan had been formed by very eminent persons who had 
espoused the cause of criminal tribes' welfare on which a lot of 
public attention had been focussed at that time. He could not give 
any explanation for the non-execution of an agreement rgarding the 
terms of repayment of the loan even before the second instalment of 
Rs. 20,000/- was paid to the Board. He observed, however, that as 
the funds had been embezzled the loan could not have been recovered 
even if the agreement had been executed with the recipient body. 
He added that the Manager of the Society responsible for embezzle- 
ment of the funds had been prosecuted and convicted. 

As regards the disbursement of the entire balance of the loan, 
that is Rs. 20,0001-, instead of the stipulated instalment of 
Rs. 5,000/- only, the Secretary stated that the entire balance was 
disbursed at the instance of the Scheduled Castes 'Co'I1I1Ziwioner 
who had reported that the work of the co-operative sacieky (formed 



by the Criminal Tribes Welfare Board) was suffering as the amount 
of Rs. 5,0001- advanced to it was insufficient, compelling it to borrow 
from other sources at exorbitant r a t s  o f  interest. He added that 
after the disbursement o f  the first instalment it had been verified 
that the society was engaged in  economic activities and was func- 
tioning properly. 

112. The Cmmi t t ee  feel that apart from the procedural lapses 
pointed out by Audit, there had been failure to provide special safe- 
guards which were necessarq to ensure that the loan advanced was 
properly utilized. They were assured that precautionary nieasures 
had now been taken and checks devised to ensure proper utilisation 
of funds advanced to various bodies for the upli f t  of bacloward 
rlasse8. They hope that these will be strictly enforced in future: 
The Commiltee are of the view that, precautions apart, it is neces- 
sary to enmire that private bodies to whom loans are advanced have 
competent personnel for the proper administration of the funds. I f  
they lack such personnel, the feasibility of lending the services of 
qualified men, should be examined by Government. 

n 

113. While  making the above observations the Committee have 
also in mind the grant-in-aid paid during 1955-56 and 1956-57 o f  
Rs. 13.92 lakhs to  the Sarva Seva Sangh which had no proper 
schemes and personnel to  carry out its work for the development of  
gramdan villages in Orissa and had failed to produce any beneficial 
results after having spent n sum o f  Rs. 6.37 lakhs (paras 65 -69  of  
the 25th Report Vol. 11, (Second Lok Sabha). The  Committee 
(195960) had been informed that further grants to  the Sang11 had 
been stopped b y  the State Government. The Committee have now 
learnt that the Government of India have sanctioned in February 
1961 a grant of 3'76 lakhs for a new scheme, viz. Boipariguda Pilot 
development project in the Koraput district, which the Governnzent 
of Orissa ate implementing through the Akhil Bharat Sarva Seva 
Sangh. A sum of Rs. 1.22 Zakhs approximately out of the expend& 
ture approved is to  be met  from out of the unspent baknce of the  
Saroa Seva Sangh originally earmarked for the development of 
Sarvaswadan scheme. The Committee hope that this experiment 
will not meet the fate of the earlier experiment of managing the 
qramdan villages through the Sarva Seva Sangh. In the  light of 
past experience with this Sangh, the  Committee would like to h o w  
whether a specicit watch is being kept on the progress of the presetrt 
pojeet being implemented through the  agency of the Akhil Bharcrt 
S m a  Seva Sangh. 



Use of the V.I.P. Flight of the Indian Air Force, para 72 of the 
.tudit Report, page 73. 

114. The Indian Air Force maintains seven aircraft known as the 
V.I.P. Fiight. The rules regarding the V.I.P. Flight contemplate that 
except the President, the Vice-president, and the Prime Minister, 
personages such as other Ministers, Chiefs of Staff etc, are entitled 
to use the aircraft if it is essential to do so but should make use of 
commercial air services wherever possible. It appeared, however, 
on a scrutiny t h ~ t  during 1958-59 and 1959-60, 163 flights in all werc 
undertaken by such other personages between places connected by 
Indian Airlines Corporation Scheduled flights. 

115. It was explained to the Committee that any person authorised 
under the rules to make use of the VIP Flight was competent to 
demand an aircraft having satifled himself that he fulfilled the 
term: as laid down in the rules. During the two years in question 
such authorised persons undertook 329 air journeys of which the 
flights which took place between places connected by commercial 
services were only 14Y, and not 163 as indicated in the Audit Report. 
Indicating broadly the circumstances in which the different person- 
ages utilised the VIP Flights between places connected by commer- 
such authorised persons undertook 329 air journeys of which the 
cia1 services the Secretary, Ministry of Defence expressed the belief 
that in almost all the cases the flight had been utilised in public inter- 
est. He added that the prescribed hours of flying of each aircraft had 
not normally been exceeded and no additional expenditure had been 
incurred. 

116. The Committee drew the attention of the Defence Secretary 
to his statement before the PAC on 10th September, 1960 that the 
IAF planes were required to do a certin number of flying hours in 
order to be in operational trim* and enquired whether the number 
of aircraft earmarked for VIP Flights was not susceptible of reduc- 
tion, in view- of the fact that the prescribed minimum flying hours 
had not been exceeded. The Secretary replied that no minimum 
flying hours had been fixed for the IAF planes. For the purpose of - 
ensuring timely attention to maintenance of the aircraft a l imt  02 
authorised flying hours was laid down, on completion of which the 
plane should be sent for overhaul. The authorised flying hours had, 
therefore, no relation to the fitness of the aircraft. Once the aircraft 
has been air-tested after every major or minor inspection or modi- 
fication it can keep fit even if it remained idle. 

117. The Committee regret to  observe that the evidence earlier 
given beforre them did not present the correct picture. In the light ' 

*Parag 125-127, 34th Report (Part 11, of P.A.C. (1960-61). 



of the observation now made before them, it is clear that every 
journey undertaken in the VIP Flight entails extra cost to the ex- 
chequer. 

From the statement &tailing 143 journeys performed during the 
two years between placcs connected by commercial services (15 of 
them were undertaken in order to avoid circuitous journeys by the 
commercial routes) it appears that the VIP Flight has not been as 
sparingly w e d  as is intended. Considering the cost of the VIP Flight 
vis-a-vis the cosl of a passage in a commercial aircraft, the Com- 
mittee feel that the implementation of the existing orders on the 
USP of the VIP Flight could betttr be ensured by obtaining a certi- 
ficate from each VIP (other than the President, the Vice-president 
and the Prime Minister, that it was necessary to undertake the 
journey by the VIP flight in the public interest and it was not possi- 
ble to utilise a commercial service. 

MINISTRY O F  INFORMATION & BROADCASTING 

Outstanding Recommandations 

Contract u~illlout agreement-paras 115 and 116 oj Eighteent% 
Report of PAC (1958-59). 

118. The sole agency for procuring advertisements for 1954-55, for 
the Radio Journals 'Vani' and 'Vanoli' was entrusted to a firm on 
certain conditions but without entering into a written agreement. 
The firm did not remit the advertisement charges collected by them 
to Government for a long period and Rs. 14,165 were still outstand- 
ing (April, 1959). The minimum advertisement revenue guarantees 
by them (Rs. 60,000) for 1954-55 was also not made good as the 
revenue actually collected by them was Rs. 18,510 only. But the  
agency was allowed to continue till March, 1955. 

119. The Ptlblic Accounts Committee (1958-59) expressed their 
dissatisfaction in allowing the firm to take up work without obtain- 
ing the stipulated security deposit and executing a written agree- 
ment with the firm. In pursuance of their observations contained in 
p m  115 and 116 of the Eighteenth Report (Second Lok Sabha) , 
the Ministry of Information and Broadcasting appointed on the 
19th January, 1980 c Committee of Enquiry to examine this case. 
A copy of the report of the Enquiry Committee had been f'wnishd 
to the Committee. 



120. In the Enquiry Committee's opinion "the course of action 
followed in this case was neither unusual nor unreasonable in the 
circumstances". That Committee has also observed in its report: 

"it is nothjng unusual where a tender has been accepted to  
allow the contract to become operative, even before a 
formal agreement is executed". 

Tire Committee are amazed at this statement. The notice inviting 
tenders an this case did not also stipulate any obsolute date by which 
the cash security had to be tendered; even tire text of the agreement 
as approved did not stipulate that the deposit should have been 
made a: the time of execution of the agreement. The finalisation of 
the text  of the agreement had also been unduly delayed. Consider- 
ing the  fact that the firm in  question came into existence only after 
1950 and ~ o l h i n g  was known about their standing or financial resour- 
ces, the Committee would reiterate their earlier observation that t he  
concerned officers were not alive t o  the risks involved and acted in. 
an irresponsible manner. 

MINISTRY OF IRRIGATION & POWER 
Outstanding Recommendation 

Disciplinary action against a Chief Ettgineer and a Superintending 
Engineer-Para 10 of the l l t h  Report of PAC (1st Lok Sabha) 

121. In para 10 of their l l th  Report (First Lok Sabha) an the 
Hirakud Dam Project, the P.A.C. (1953-54) had desired t$at very early 
action should be taken by the Ministry of Irrigation & Power against 
the officials responsible for the irregularities revealed in the 
Champhekar Committee Report. In a statement (Appendix I, S. No. 
95) furnished by the Ministry of Irrigation and Power pursuant to 
this recommendation, it has, inter alia, been stated that the case re- 
garding the alleged favouritism shown by the then Chief Engineer 
and Superintending Engineer of the Project to a particular contractor 
was enquired into by a retired District & Sessions Judge who in his 
report (November, 1954) recommended that the Chief Engineer should 
be debarred from re-employment and the Superintending Engineer 
should be debarred from promotion. As these officers had since re- 
verted to the service of (the lending) State Government, the report of 
the enquiry oBcer was forwarded for consideration and appropriate 
action to the State Government who were told to seek the advice 
af the Government of India at the appropriate stage if they desired. 
to pass orders of removal or dismissal. The State Government In- 
formed the Ministry that warnings to the ofhers would meet the 
ends of justice, and that warnings had already been issued 



122. The Committee desire that in the interest af m n c y  sf public services, the Central Government should, in condtation with 
the State Governments, cohsider the desirabilitg of establishing a 
convention that in cases of this tgpe where duting the period of his 
dgtl tdion a State Government officer serving the Central Govem- 
ment or vice versa is adjudged guilty of having committed in inegu- 
larity by  an independmt judicial officet/committee, the Government 
lending the services of the said o@er will not ordinarily interfere 
with the recommendations ur reduce the punishment suggested by 
the enquiring oficer/cmmittee. 

MINISTRY OF LABOUR & EMPLOYMENT 

Outstanding Recommendations 

Drarual of a forged bill-para 200 of the Seventh Report of P.A.C. 
(Second Lok Sablra) 

123, In para 200 of their Seventh Report (Second Lok Sabha), the 
Committee of 1957-58 considered a case in which a sum of Rs. 800 was 
drawn on a contingent bill from the Bank Sub-Treasury, Asansol by 
forging the signature of the Sub-Regional Employment Officer, Burd- 
wan. That Committee were informed that the question of respon- 
sibility of the State Bank (then Imperial Bank), who actually made 
the payment, and the apportionment of the loss consequent thereto, 
would be settled when a decision was reached regarding the inter- 
pretation of Rules 352 of the Treasury Rules, West Bengal, Volume X 
(which corresponds to Rule 430 of the Central Treasury Rules). The 
Committee of 1957-58, accordingly, desired that the matter should 
be expedited. 

124. In a note furnished by the Ministry of Labour and Employ- 
ment it has been stated that the Ministry of Finance, in consultation 
with the Comptroller and Auditor General, have come to the conclu- 
sion that the State Bank (then Imperial Bank) cannot be held res- 
ponsible for the erroneous payment. The view of the West Bengal 
Governemnt was that the Treasury Officer could not also be held 
responsible as under the given circumstances, he could not be ex- 
pected to detect the forgery. The general question regarding the 
amendment of Treasury Rule 430 and other connected Rules was 
under the consideration of the Ministry of Finance. 

125. The Committee regret to  obse~ve that though more than two 
years have elapsed since the Committee were first informed regard- 
ing the propmat to amend Treasury Rule 430 and other connected 
Rules, a decision is yet to be taken b y  the Mb~istry of Finance. The 
Committee desire that tlu! matter shautd be finalised without fuctlcer 
delay. 



8 I 
MINISTRY OF REHABILITATION 

Imegukarities In the accounts of rural evacuee pvoperties-Para 27, 
p u p  27. 

126. The Rules made under the Administration of Evacuee Proper- 
ties Act, 1950 provided that each Custodian of Evacuee Property or 
the Ofilcers authorised by him to act on his behalf should maintain 
proper records of the evacuee properties of the migrants to Pakistan. 
Under Rules 33 and 39 of this Act all immovable property taken 
possession of by the Custodian had to be recorded in a register in the 
prescribed form. Similar register had also to be maintained in res- 
pect of properties of the intending evacuees. 

During the course of local audit of the wrious offices under the 
Custodian of Evacuee Properties of Punjab, conducted during the year 
1959-60, it was noticed that no authentic records of the agricultural 
lands, rural evacuee houses and shops had been maintained. There 
were also no proper rent demand and collection registers showing the 
rent recoverable from the occupants in respect of land, houses and 
shops. According to Audit in the absence of complete basic records 
it had not been possible to check whether the land, houses and shops 
had been regularly leased out from year to year, whether there had 
been any unauthorised cultivation of lands and unauthorised occupa- 
tion of houses and shops and whether sums due to Government had 
been correctly assessed, recovered and credited to Government 
account. 

The local Managing Officers had furnished to Audit certain state- 
ments on the basis of the unsatisfactory records maintained by them. 
According to the records the arrears of rent and lease money as on 
29th February, 1960 recoverable from unauthorised occupants of land/ 
houses and shops would amount to about Rs. 50 lakhs. 

127. The Secretary of the Ministry stated in evidence that the basic 
records of the properties were maintained at the village level. At 
the tehsil level, only the demand and collection registers were kept. 
In the vabsence of the village records, the accounts at the tehsils could 
not be tallied with basic records during local audit. In reply to a 
question, however, he admitted that the records of evacuee properties 
had not been kept in the prescribed form. In extenuation, he expIain- 
ed that when in 1947 about 50 lakh acres of evacuee land and other 
rural property aame into the possession of the Punjab Government a 
Custodian organisation had to be hurriedly created under the agency 
of the Punjab Govenunent. The Financial Commissioner of that 
Government was appointed ex-officEo Chief Settlement Commissioner 
for rural areas. Inspection of properties had, bowever, taken place 
regularly through district officers of the State Revenue Department. 



The village records had also been checked under the directions of the 
Finandal Commissioner of the Ptmjab Government who was also the 
m i o r  ofl[lcer of the Ministry. 

128. The Committee were aLso informed that although at one stage 
the Ministry were agreeable to prepare the records in the prescribed 
form, the Ministry of Finance felt that in case the h s i c  village 
records were quite adequate it would be waste of labour and money 
to prepare the records, in the prescribed form. It was, therefore, 
decided that the village lwel records should be test checked by 
Audit. Steps would be taken to prepare the records in the prescrib- 
ed form if the results of test check indicated its necessary. 

129. About the collection of arrears, the Committee were inform- 
ed that about 80 per cent of the total demand had been realised and 
the outstandings were only Rs. 45 lakhs as against the total demand of 
Rs. 3 crores. Further these arrears were ~ o t  due from unauthorised 
occupnts only as mentioned in the Audit para. 

130. The Committee regret to note that despite specific pmision 
in the mles made under the Administration of Evacuee Properties 
Act, the accounts of the rural evacuee properties had not ah initio 
been maintained irt the prescribed form and it is only now, after the 
lapse of such a long period, that the Ministry had decided to have t he  
village level records test checked by Audit to ascertain whether 
these records would serve the required purpose. The Committee 
would observe that the Ministry was not as vigilant as it should have 
been in this matter. They desire that the test check bg Audit should 
be expedited. The?/ will reserve their further comments '*in the 
matter till they are infwmed of the outcome of the test check. 
Non-maintenance of Block Accounts of the assets, Para 77, page 76 

131. Same schemes providing relief to, and rehabilitation and em- 
ployment of, East Pakistan displaced persons, contained a stipulation 
to the effect that assets created out of the expenditure sanctioned 
would be the property of the Government of India. The Ministry 
had also issued orders in August, 1957 to the effect that Bloclr accounts 
of such assets should be maintained by the State G~vernments and 
that an up-to-date copy of the list together with a certificate about 
verification of the physical existence of the assets should be sent 
every quarter to the Ministry through the State Accountants- 
General. 

Though a period of 3 years had since elapsed, no proper periodiml 
returns of the assets so created had been received by the Ministry 
from most of the State Governments, and it was also not known 
whether proper Block Accounts of the assets were being maintained 



by the State Governments. The total grants for capital works alone 
sanctioned by Government of India during the period 1956-57 to 
June, 1960 exceeded Rs. 2.25 qores. Most of these works were stated 
to be still in progress. 

132. In evidence the Secretary o f  the Ministry explained to the 
Committee that it was only through Audit that the Ministry had 
come to know that the accounts as prescribed were not being 
rendered b y  the State Governments. He, however, assured the Com- 
mittee that the matter would be taken up at a high level to expedite 
the submission of these returns. 

133. The Committee were surprised that the Governmettt did not 
watch the im,plementation of the crrders issued by them. They view 
with concern the non-submission of periodical returns of assets by 
the State Governments even after a lapse of more than 3 years since 
the issue of orders. They would urge that effective steps should be 
taken by the Ministry to ensurr prompt submission of these returns 
b y  the State Governments and a repcn-t submitted to  them by the  
time they next take up  the examination of these accounts. Govern- 
ment might consider the feasibility of insisting on receipt of these 
returns before releasing further instalments of loanslgrants to  State 
Governments. 

Outstanding Recommendations 

Free issue of ration in  the Camps of displaced persons-Para 20 of 
7th Report (1st Lok Sabha). 

134. In para 20 of their 7th Report (1st Lok Sabhti) the Corn- 
rnittee recommended that the Ministry should in consultation with 
Audit undertake a view of the more important audit objections 
which revealed loss of Government money and gross mismanage- 
ment on the part of the administrators of the various camps of d i e  
placed persons with a view to finding whether individual responsi- 
bility could be fixed and action taken against those persons. 

135. From a note submitted to them (Appendix V) the Commit- 
tee observe that in most of these cases disciplinary action could not 
be taken against the delinquent officials as in a number of cases the 
relevant files had either been destroyed or could not be traced in spite 
of best efforts. In other cases the whereabouts of the staff could not 
be traced due to the closure of  the Camps many years ago. 

136. It is obvious that in most of these cases, responsibility 
could not be fixed m the delinquent o@iaZs as the Ministry failed 
to take prompt action after the irregularities were noticed. The 



Committee would like to reiterate the recommendation contained in 
Pam 27 of their First Report (1st Lok Sabha and emphasise that 
action in ruch cases should be prompt if it is to serve the desired 
putpose. 

Recovery of Rehabilitation Loans-Para 101 of Seventh Report 
(Second Lok Sabha). 

137. In para 101 of their Seventh Report (Second Lok Sabha) the 
Committee desired to be furnished with a note giving (a) the 
amount of Rehabilitation Loans given to the States so far, (b) the 
amount that was due and (c) the amount that had actually been 
repaid. 

138. From a note submitted by the Ministry (Appendix VI) the 
Committee observe that out of a sum of Rs. 5059.45 lakhs which had 
become due till 31st October, 1958, there was still a balance of 
Rs. 2687.97 l e k b  to be recovered from the State Governments. 
Further, pursuant to the acceptance by Government of the recom- 
mendation of the Second Finance Commission, with effect from 1st 
April, 1957 the State would pay to the Union only the amounts of 
principal and interest actually collected from the displaced persons 
towards repayment of the loans, including the arrears, if any. Thus 
the losses, if any, will fall wholly on the Central Revenues and will 
have to be written off. 

139. The Committee view uiith concern the heavy arreas in the 
repayment of reha btlitatzcm loans granted to the displaced persons 
especially in the eastern region. It has been urged that "a rnajo- 
rity of the displaced persons have not yet been able to rehabilitate 
themselves to such an e.rtent as to be able to repay the loans.'. .If 
so, a better course would be to grant a .moratorium for a reasonable 
period and then start recoveries. In the matter of recovery of these 
loans, the initiative of the State Governments will count for much. 
The decision of the Central Government to accept whatever has been 
realised by the State Governments, will, in the Committee's ophion, 
slacken the recovery appreciably. They desire that all such cases 
should be reviewed periodically. To the extent the loans are consi- 
dered to  be recoverable eflective steps should be taken lo ensure 
their expeditious recovery from the displaced persons in accordance 
with the term of the loans or to adjust them against their verified 
compensation claims. I I 

Iwegular advance for purchase of motor car-Para 131 of 18th Report 
(Second Lok Sabha). 

140. In para 131 of their 18th Report (Second Lok Sabha) the 
Committee considered a case in which an officer of the Ministry 



irregularly retained for nearly 10 months an advance of Rs. 10,000 
drawn for the purchase of a motor car. The Committee were 
informed by the Secretary of the Ministry that the officer 
concerned had been warned but no note of the warning, however, 
had been kept in his confidential report on the ground that there was 
no possibility of further promotion to the ofRcer as he was to retire 
shortly. The Committee, however, observed that such disregard of 
rules on the part of a senior officer who should set an example of 
conduct fcr nthcrs ca!led for morn sevcrc action: hut did not pursue 
thc case furthrr. 

141. The Cornmitte~ now zrnderstnntl t h a t  the srrv;cps of t h e  
oflccr hrrd been extended for thrce genr., njtcr his superawnztation. 
It is surprising why the oficer ~Imuld have bccn granted e ~ t e n s ~ o n  
of ~~~~~~~e I P ~ P ) I  ( 1 1 ~  SC:-;-c?cIT?/ of thc Ministi.?! h'nixt~lf  hnd infwnmd 
the Comnrtttcc earlier , i t  e r  clcrlcc. t h t  as t i tc  olficer urns to retire 
shortly. a lenient view hnd hccn token of the irregulnrity cominitted 
b?/ him TI!(.?/ fet.1 that t Tic ncl ?on of t 4e offic.c*r .u9J:o ~ w o m m ~ ? ~ r f c > d  
t71~ grant of c.~tencion o f  scrvicc to t h c  delinquent officer ir: dzsrqard 
of the obsemations of the Committee was most objectionable. Thc  
Comnziltee. therefore, desire that this matter should be pursued. 
Overpayment of cornpensatinn to a Displaced Famil!/-Paras 64-65 o f  

25r'1 Report Vol. I (Second Lok Sabha). 

142. In paras 64-65 of their 25th Report, Vol. I the Ccmmittee com- 
mented upon a case in which one of thc six heirs of the head of nn 
undivided Hindu famiiy who died in 1948, was paid compensation in 
September, 1958 on the basis of higher scale as admissible under rule 
19 of the Displaced Persons (Ccmpensation and Rehabilitation) Rules 
1955, prior to its amendments on 4th September, 1956. They were 
informed in evidence that as this case had been finalised before the 
amended rule came into force, the payment was made according to 
the old rule in consultation with the Ministry of Law. I t  was, hcw- 
ever, pointed out by Audit that in a similar case the Chief Settlement 
Commissioner had followed a different procedure. The Committee, 
therefore, observed that in such matters there should be unifcrmity 
in the application of the rule and desired to be informed of the final 
decision of the Government in the matter. 

143. In a note submitted to the Committee (Appendix VII) the 
Ministry have stated that the stand taken by the Ministry in the case 
under consideraticn had been in accordance with the policy followed 
all along. The decision taken by the Chief Settlement Commissioner 
in the latter case was not in accordance with the policy of the Minis- 
try and the orders of the Chief Settlement Commissioner had. there- 
fore, been cancelled. 
2050 (Aii) LS-5. 
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The Mlatrtry hold that c a m  in wbich interim pgyrntmtp af corn* 
pensation have been made before the amendment of Rule 19.'wW he 
governed by the amended rule 19 if the &nal payment is made after 
4th September, 1956 (date of amendment) but where a loan has been 
paid for house building purposes on the security of compensation 
calculated on the basis of unamended Rule, the calculation of final 
compensation will be made in accordance with the unarnended Rule 
19 even if final payment is made after 4th September, 1956. Audit 
Is unable to appreciate why a different treatment should be given to 
the latter cases, when (i) the calculation of compensation under un- 
amended Rule made prior to 4th September, 1956 was only for the 
purpcse of ascertaining the amount of security for the house building 
loan and not for making the Anal payment of compensation, (ii) the 
loans were adjusted in the accounts under a loan head and not as 
com~ensatlon, (iii) the house building loans were limited to Rs. 8.000 
(maximum) even if compensation admissible was more and (iv) the 

loans ware to be adjusted at a later date against the final amount of 
compensation. 

'4. The Committee are incl imd to agree with Audit in this case- 
Theu, therefore, desire that the Ministry should reconsider the ma- 
ter and intimate to them t h e  final d~cision of Government without 
a n ~ j  further delay. 

MINISTRY OF SCIENTIFIC RESEARCH & CULTURAL AFFAIRS 
Outstanding Recommendations 

,Contin?~ance of National Research Development Corporation as a 
xeoarate organization-Para 133 of the 18th Report of PAC 
(Second Lok Sabha). 

145. In para 51 of their Seventh Report (Second Lok Sabha), the 
Pubfic Accounts Committee (1957-58) had questioned the need for 
National Research Development Corporation as a separate under- 
taking tc exploit the results of scientific research carried out at vari- 
our research institutions. They felt that this work could as well be 
done by the Council of Scientific & Industrial Research. The Commit- 
tee of 1958-59 were informed that the question regarding the corn- 
tinued existence of the National Research Development Corporation 
as a separate corporation, in the light of the observaticns made bv 
the PAC (1957-58), was under the consideration of Government;. The 
Committee, accordingly, desired that the decision in the matter should 
be expedited. 

146. In a note furnished by the Ministry of Scientific Research 
& Cultural M a i r s  (Appendix VIII), it has been stated that the main 



function of the Council of Scientific and IndusM.1 Research being 
tcr enCOm'qe and carry out research and development. it would not 
be desirable to entrust the Council with the commercial exploitation 
of inventions. This should be the duty of a separate body. Accord- 
ingly, instead of considering the question of abolition of the National 
Research Development Corporation, it war proposed to reconsider 
the constitution and functions of the Corporation. 

147. The Committee regret to note that a decision has not been 
by ~ o v e m m e n t  even t h w g h  mvre than four years have 

e!apsed since this matter wns raised by them. The!! are not convins- 
ed  by the arguments advanced for the c,mtinuance of the corporation 
They are concerned to note from the comments of the C.& A.G. on 
the Accounts of the Corporation for the gear 1960-61 that the Corpn- 
ration, which has a paid u p  capital o f  Rs. 10 lakhs has till the end of 
1960-61 incurred a cumulative loss* of Rs. 10,35,391-which exceeds 
the paid up capital. The Committee understand that Government 
h m e  already been approached for either a subsidy to  make good the 
deficit incurred by the Corporation to  dnte or to subscribe to fu~thet 
share capital. The Committee. therefore, consider that the mcessity 
for an earlp decision regarding the future of the Corporation i s  int- 
perative! 

MINISTRY OF STEEL, MINES & FUEL 

(Department of Iron & Steel) 

Iron and Steel Control Organisation 

Aooidahte loss due to  increase in  freight-Para 29, Pages 28-29. 

148. On 6th January, 1956, the Iron and Steel Controller placed 
a contract with a firm for the supply of 1,428 tons of imported steel 
material at Rs. 770 per ton c.i.f. Indian Ports. The c.i.f. price was 
based on a freight rate of 90 sh. 6 d .  per ton and any variation in 
freight rates was to be on Government account. The supplies were to 
,be made by April, 1956. 
_._ _ __ --.- A_-.- -. 

*The lcss suffered is as ~ ~ n d e r  : Rs. 
. Upto 31-3-1955 52,456 

I 955-56 64,608 
1956-57 1 9 1  9,015 
195738 1 A o o o  
rg9-sg 2,36,100 
1959-fo 1,50,222 
1960-61 2,74,9QO 



On 20th January, 1956, the A m  sought certain clarification regard- 
fng payment, demurrage and inspection, etc. prior to commencement 
of supplies but the clarification on some cf the points was not issued 
by the Steel Controller tlll 28th May, 1956, despite repeated remind- 
ers from the firm. As no supplies were made by the stipulated date. 
the dellvcry period was ext~nried on 28th Mav, 1956 to 30th Augus t  
1956. Thc intfcntcd quantity was also ~ncreased to 1.695 tons. The 
firm fri~lcd to adhcsre rvcn tc, the extended delivery period due to 
a l lepd  shortage rrf steamt-r spaccb and delay in ~nsp.xlion b y  India 
S t rm Depnrtmcmt, London. Accepting the firm's latter plea, the Iron 
and Stcc* Contsullty- cstc~nciwl tlic dclivery period furrhrr upto 3rd 
May, 1957 picccrnc;li, without rcsrrving the rights to levy liquidated 
damages fcr belated sh*pmc*nts, or notifying to the firm that any in- 
crease in t h r  O L ' C Y ~  frclght occurring durjng the extended period 
would not he admissr blc. E'rcb~gh t rates having Increased consider- 
ably after A u ~ u s t .  1956. an avoldablc payment of about Rs. 35,000 
was madc to thc firm on :icurunt 01 tho increase in freight rate dur- 
ing thc extended periwl of shipment. 

149. In cviticncr 11 was urged that the main reascn for the delay 
of 5 month:: in iwuing thr c.1ar~ficntio11 to the firm was whether there 
should hc an intlr~pcndt~nt inspwt lon  o f  the matcriai to be supplied, 
This had to t ~ e  sctllcd in consultation with the various indentors 
which took tlmo. 11 wa.;, Iic:wewr, pointed out by Audit that the 
purpose of this quclrg irorn thc  firm was not clear as the terms of 
the contract stipulntod that the Purchase Organisation had the right 
to get the whole matcr~nl suhjcctcd to independent inspection. Fur- 
ther, according to the Ircn & Stccl Controller's Organisation, of the 
material to b~ supp,ic?d by the firn:, only 192 tons was of tested qua- 
lity and 1,428 tons of untested quality, and only the former was sub- 
ject to Government inspection. If so. the Committee do not see any 
justification for the delml of 5 nlovtl~s in replying to the firm. 

150. As regards the failure of the firm to adhere even to the ex- 
tended delivery date (v iz .  30th August, 1956), it was stated that af ter  
May, 1956, the firm raised further points regarding the manner of- 
inspecticn to be carried out and tolerances in respect of lengths to 
be aliowed which went on till November, 1956. In reply to a ques- 
tion, it was admitted that the delay could have been reduced. 

151. The Committee deprecate the manner in which the due date  
had been ez9ended in this case for no valid reasons. In  their opinion, 
it is venj  Ilecessary tr, be on guard against such tendency as other- 
wise Government will be faced with a situation zoher<e their plannd 



programme of work will be dislocated and the cost thereof will also 
nauunt up. They, therefore; would like to impress upon Gove~nment 
th& all essential details shguld be settled before a contract is actu- 
oUy concluded. 

Ittegukrities in a contract for the  proctcrement of steel material- 
Para 30, Page 29. , 

152. In order to meet a demand from the Railways, the Iron and 
Steel  Controller placed a contract on 26th October, 1956 with a firm 
for the import of 10,348 tons of crossing sleeper bars from the Conti- 
nent by June. 1957. The firm could not effect shipment within the 
stipulated date, and applied on 2nd August, 1957 for extznsion of 
time upto March, 1958. This was not agreed to and the contract was 
cancelled on 20th August, 1957. 111 thi, meantime, as the Railways 
required the stec.1 urgently, they purchased 8,000 tons directly from 
another source, at a price which was Its. 95 per ton more than the 
price contracted with the defaulting firm and this involved an extra 
expcnditurr of a h u t  Rs. 7.60 laklis to the. Railways. 

The cancelled contract was, however, rcinstatcd by the Iron and 
Steel Controller in  January, 1958 at the original prices with the deli- 
very date of 30th June, 1958 subject to reservation of rights to im- 
Wse liquidated damages on late shipment. While reinstating this 
contract, the Controller failed to take into account the general fall 
in the steel prices prevailing in the Continental market which were 
about Rs. 150 per ton less than the rate in the original contract. This 
lapse gave an undue advantage of about Rs. 15 lakhs to the Arm. 
'The supplies were actually completed by March, 1959. 

153. The Committee enquired why the first contract was cancelled 
.Sn August, 1957. It was urged before the Committee that due to the 
serious foreign exchange position then prevailing, Government had 
directed that extension to contracts for purchase of imported mate- 
.rials should not be given as a matter of course and that foreign ex- 
change liabilities should be limited to the barest minimum. As the 
.Railways went in for direct purchase of the material in question, the 
Steel Control Organisation cancelled the order. In  reply to a ques- 
-#ion, it was stated that the Iron & Steel Control 0rganisatio.n did not 
-mnsult the Railways before cancelling the contract. 

154. The Committee were informed by Audit that after cancelling 
the contract in August, 1957 the Iron & Steel Control Organisation 
o approached the Ministry of Railways in November, 1957 for reinstate- 
- m a t  of the contract. The latter while agreeing to the proposal sug- 
"gested that in view of the falling market in steel, the prices should 



re-negotiated witb the Arm.  The Railway Board reiterated flrb 
in January, 1959. The Conuntitee enquired why the Steel Cmtrol 
Organisation agreed to the reinstatement of the contract without 
getting a reduction in rates. The representative of the Department 
of Iron & Stccl stated that the fall in the market did not affect the 
prices of sleeper bars. As the Railways had purchased crossing sleep 
cr bars in October, 1957 by paying Rs. 95 more per ton although the 
pr~ccs of "flats" were falling in the market, the Steel Control Orga- 
nisation considered that the original rate fo r  sleeper bars which the 
suppliers were not willing to reduce was quitc advantageous and 
shnuld bc accepted. 

155. The explannti,?r~ for t h ~  r ~ t n s t ~ t m n ~ n t  of t h ~  original contract 
is as unconvincing as for i t s  cancellation. It is not clour z~ylty the Iron 
& Steel Controller ~hould on his  mun haup appronchcd the Railways 
in Novenaber, 1957 for the rv;nstntemcnt of t h e  c-onlract which war 
cancelled a b u t  3 months Ilcforl7 ('?'fie Joreiglt r).rc.hai~gc position 
could not hazw irnpm?qrd I n  ~r~nrrrrni nci:,m P I )  his. part sud motu). 
Even gmnting there z m s  ~ t ( ~ c Z  for i h ~  suppltes, tlic fact that the con- 
tractor was rcadily agl-crahle to rtinstaien~ent 01 l lw original con- 
tract (although Iw um'rinder no obligation to do so) was indicative 
of the falling market t r iBnds,  which the Iron & Stecl Controller did 
not appreciate. In rc'pl?~ to n question why the market was not tested 
afresh, there was no satisfactory reply. The Committee feel t h a t  
the transaction has not been dealt with in the best interests of Gov- 
ernment, They, therefore, desire that the matter should be investi- 
gated further with a view to $ring responsibility for the above lapses 
and the Committee fnforn: rd. 

Undue &lay ;)L the recovery of rebate-Para 31, pages 29-30. 

156. In March, 1956, the Iron and Steel Controller entered into an 
agreement with a fomign fin1 'A' for the purchase of steel material 
far 3 years from 1956 to 1958. The agreement, inter alicr, provided 
that if, in any one quarter during the currency of the agreement, the 
Controller received steel materials from some other firm of a Mem- 
ber country of Brussels Export Convention, a t  rates lower than the 
minimum selling price of the Convention in force at  that time, the 
difference in price would be refunded by the firm 'A'. The claim 
was, however, to be preferred duly supported by documentary evi- 
dence within 30 days after the end of that quarter. In the third and' 
fourth quarters of 1958, the Controller procured similar steel mater- 
ials from A n n  'B' of a Member country through its Indian Agents a t  
rates lower than that of firm 'A'. 



The rebate for the third quarter which according to the Audit Re- 
parl ounted  to Rs. 190,978 could not be claimed from Arm 'A' 
bemuse the Indian Agents of Arm 'B' did not furnish the relevant in- 
-ices to the Controller in time. Accordingly, on 11th July, 1959 the 
Indian Agents of A r m  'B' were asked to make g d  the loss but they 
refused to do so on the ground that no stipulation was made in the 
course of their negotiations for making available to the Iron and 
Steel Controller the shipping invoices. 

The claim for the fourth quarter of 1958 for a sum of Rs. 9'30,598 
was preferred against the foreign firm 'A' on 29th December, 1958, 
but the firm refused to accept the claim on the plea that the contract 
with the firm 'B' on the basis of which this claim had been preferred 
was not concluded in that quarter. The amount had not been realised 
till December. 1960. I 

157. It was admitted before the Committee that thrre had blxn 
an omission in not stipulating in the contract with the Agents of 
firm 'B' for the submission of invoices and other data necessary for 
lodging a claim for the rebate. The position had, howi>vibr, since 
been rectified in the contracts subsequently entered into by the Iron 
and Steel Controller. As regards the quantum of rebate it was 
stated that the amount due for the third quarter amounted to about 
Rs. 1.92 lakhs only and not Rs. 4,90,978, as mentioned in the Audit 
Report. The figure of Rs. 9,30,598 as the rebate for the fourth quar- 
ter was also not correct. They were under verification. 

158. The Committee find it dificult to appreciate how such an ob- 
vious provision could have been omitted from the contract by the 
Iron & Steel Control Organisation which deprived Government of 
the rebate for the third quarter. They are also not h a m  about the 
way the rebates were being calculated by the Iron and Steel Con- 
trol 07ganisation. (The original amount of Rs. 4,90,978 for the third 
quarter mas revised first to Rs. 63,320 and then to Rs. 1,92,000). This 
k a reflection on the working of the Controller's Organisation. The 
Committee were informed in August, 1961, that the disciplinary as- 
pect of the case was under examination of the Organisation. No re- 
port has been received by them yet (March, 1962). They would like 
to have a report in the matter without any further delay. They would 
&o like to  know the progress regarding the recovery of rsbate from 
the suppliers. , 

Irregularities in the recovery of surcharge from one of the main pro- 
ducers-Para 32-A, pages 30-32. 

159. In August, 1954 one of the main steel producing companies 
started commmhg special grade pig-iron produced by i d  for the 



manufacture of spun pipes in one of its own foundries. Pending chi- 
don about the quantum of Burcharge recoverable for the &-iron ao 
c011suxned, the Iron and Steel Controller started preferring ciaims 
pnwisionally at the rate of Rs. 20 per ton from December, 1934. In 
July, 1958, the Ministry mud instructions to the Steel Cmtro11es 
that, as it was not possible for the Company from the technical point 
of view, to state the different grades of the pig-iron used in the 
manutacture of spun pipes, this surcharge might be calculated and 
adjusted provisionaIly on the basis of average surchage payable on 
the pig-lron consumed in other foundries of the Company for the 
manufacture of castings from l l th  Junc, 1956, subject to madjust- 
mcnt on iixa~ion of final selling and retention prices. On 18th May, 
1959. Governmr?nt fixed with e f k t  from 1st August, 1954, Main Pro- 
ducers' selling prices of special grade r o n  at Rs. 218 per ton at all 
rail heads in India and the retention prlce at Rs. 133 per ton ex-works 
of the Company, necc.,.,~~:~ t111g recovery after setting off freight dis- 
advantage of surcharge at t h e  rate of Rs. 70 per ton from 1st August, 
1954 to 10th .JUIW. 1956 and Hs. 55 thereafter. In  December, 1959, the 
Steel Controller nccordln.c;ly Issued a b11l for rccovcry of surcharge 
n~nounting to Jls. 1.15 crores for the period l l th Junc, 1956 to 31st 
.Jallllar.V, 1959, irlsteetl of from 1st August, 1954 onwards. 

On 28th March, 1960, the Government in supersession of the earlier 
orders dated the 18th May, 1959, revised the selling and retention 
prices of the spc~ial grade pig-iron. On 20th August, 1960 Govern- 
ment again cancelled the orders dated 28th March, 1960 and further 
revised the selling and ex-works retention prices of pig-iron. These 
I'evisions (reductions in selling prices and increases in retention 
prices), especially for the period prior to l l th  June, 1956, resulted in 
reduction of the surcharge recoverable from the Company to the ex- 
tent of about Rs. 74 lakhs as compared to surcharge recoverable on 
the basis of Government orders dated 18th May, 1959. The revisions 
were made by Government on the representations of the Company 
without examining the books of the Company or reference to T a r S  
Commission. i I 

160. In evidence, the Committee were informed that the chemical 
composition of the grade in question had not been initially indicated 
by the producer concerned, prices were fixed provisionally on the 
basis of the average of the various grades of pig-iron. Subsequently 
when the chemical composition of the said grade was indicated by 
the producers, 'extras' and 'differentials' of this grade as compared to 
those of base grades were worked out and appropriate prices bed. 
The prices so fixed were, in accordance with the usual practice en- 
forced with retrosE>ective effect. In reply to a question, however, 



it was admitted that the chemical composition as given by the pr+ 
ducer in this case was not verified from the books of the producer. 
In the absence of such a veri+ation, the Committee fail to under- 
stand how the Ministry had satisfied themselves as to the correctness 
of the chemical composition of the material, as given $by the produce. 

161. It was pointed out by Audit that the provisional surcharge 
fixed by the Iron & Steel Controller in 1954 was Rs. 20 per ton. Un- 
like steel products, the prices of the end-products in this case were 
not controlled, and the said amount of surcharge was therefore add- 
ed on by the producer to his cost of production and charged from the 
consumers. The subsequent reductions in surcharge with retros- 
pective effect thus gave additional ( p e r h ~ p  ui!,.:cnded) benefit to 
the producer. 'The representntivc of 1.hc9 lkpartnlent o f  Iron & Steel 
stated that such addit~onal hcncfits wrsre allowed to thr producers of 
p~g-iron by the  Tariff Commission and, were, ill his oplnicn, justifi- 
able. The Corn?nittw undel-s tand 1 lutt acco~d~)lg to ~ J , P  pr~ctice fol- 
lowed in, the Department of Customs and Ce~ttral Excise, benefits of 
price revisiom with retrospective eflect were not allowed to the sell- 
ers. TItcy feel t i ic~t  tlrzs practice ~I~oul i l  be observed by other LL 
partments of G o ~ w - u  went i l l  szrr~zlar ctrcumstances. The Coinmittee 
would like to have this suggestion examined by Government. 

Irregularities in a contract for the import of pig iron ~ i ~ ~ d c r .  Technical 
Co-operation Assistance-Para 34A, page 33. 

162. In June, 1957, the Iron & Steel Controller placed a contract 
on an Indian firm for the import of 22,796 tons of pig iron on c. & f. 
terms under T.C.A. The contract provided, inter alia, that a t  least 50 
per cent of the cargo was to be shipped in U. S. Flag Vessels. The 
firm, however, shipped the entire contracted quantity in charte~ed 
vessels of non-U. S. Flags, the freight for such vessels being on an 
average lower than that for U. S. Flag vessels. As the contract with 
the firm was on a c. & f. basis, the firm derived an undue benefit (of 
about Rs. 4.24 lakhs) by using cheaper non-U. S. Flag Vessels, in 
deviation of the terms of the contract. The Steel Controller inform- 
ed the firm on 11th November, 1957 that it would be liable to  pay the 
loss consequential to the breach of the contract. Government, how-, 
ever, decided in March, 1960 not to penalise the Arm. 

163. In evidence, the Committee were informed that the matter 
was referred to the Ministry of Law who observed that neither the 
Agreement nor the accompanying documents specifically stated that 
if 50 per cent of the goods were not shipped in American Flag 
Vessels, Government were likely to suffer damages and the contractor 
would be responsible therefor. As the damages likely to be suffered 



by Government fn this carre were in the nature of spedal damages, 
not naturally flowing from the breach, it was essential that the cir- 
cumstances which would result in the special damages should have 
been brought to the notice o f  the contractor, and his assent t o  bear 
responsibility therefor expressly obtained. As this had not been done 
Government had no strong case for recovering the loss, if  any, from 
the Contractor. I 

la. The Committee feel that the Iron & Steel Control Organha- 
tion had erred in not having provided for a pertalty fo-r the breach of 
the terms of the contract as regards shipment. The!! are informed 
that n suitable provL~ion has been inserted in new contracts of this 
type since entered into b?p the Steel Control Organisation. 

Ad ?lor scttlc?rzcnt of subsid?y with Raillrwys-Para 79, pages 78-79. 

165. Ordinarily, all imports of stccl are operated through the Iron 
and Stwl Equalisation Fund. A.; imported steel costs more than 
indigenous stwl, the  Fund suhsidiqc.; thc consumer to the extent of 
the difference. In view of the vcnv hcnvy demand of steel required 
for the Rni1w;iy Exp:\nsion Progrnmmc i t  was decided in December, 
1955 that the demand of steel required h!? the R~i lways  be met only 
partly from the steel subsidised from the Iron & Steel Equalisation 
Fund. The tcntntive share of this subsidised steel was fixed at one- 
third of the total actual subsidised inlports subject to a minimum of 
2 lakh tons per year. It was also agreed that even in respect of this 
subsidised steel, the Raiways would pay full landed cost in the Arst 
instance and there would be subsequently an overall adjustment 
between Equalisation Fund and the Railways in respect of the sub- 
sidy due. 

Tn June, 1956, the Railway Board pointed out to the Ministry of 
Commerce and Industry that a suitable procedure had not been w- 
crlbed by the latter or the Steel Controller for keeping suitable ac- 
counts for making the overall adjustment contemplated a h .  h i s  
was not done in spite of further reminders from the Railways. Sub- 
wquently, the Railways pressed for an early settlement of subsidy 
due to them; and as neither the Steel Controller nor the Railways 
had maintained any detailed records, Government issued d e n  on 
28th March, 1958 and 30th March, 1959 for making ad hoc advance 
payment of subsidy of Rs. 2 crores (1 crore each in March, 1958 and 
March, 1959). The Railways claimed a further payment of about 
Rs. 1,64 mores in final settlement of their claims relating to imports 
for the period from 19S57 to 31st March, 1958. In the absence of 
records either in the Railways or in the Steel Controller's oface 
about the actual quantities of steel supplied, Government agreed to 
Pay on ad Ira! basis a total subsidy of Rs. 3,58,70,000 on a supply of 



2,11,000 tons of steel in the period 1955-58 @ Rs. 170 per ton, as a h a 1  
settleanent of Railways' claim for subsidy. In the absence of records 
and amounts, the correctness of the amount paid could not be veri- 
fied in audit. 

166. Elucidating the reasons for not maintaining the necessary ac- 
counts in the Iron & Steel Control Organisation, the representative of 
the Department of Iron & Steel stated that the register showing the 
allocations of steel to the Railways from time to time was the basic 
recoi-d for this purpose; but allocations originally meant for the 
Railways were, on several occasions, released to non-Railway quota 
holders and vice versa, on grounds of urgency and the register was 
not kept upto-date. As a result of discussions with the Railways in 
June, 1957, it was agreed that the Railway Board would direct each 
Railway consignee concerned to furnish the requisite details along 
with supporting documents to the  Iron & Stcel Control Organisation. 
The Iron and Steel Controller stated that proper accounts were being 
maintained by the Control Organisation with effect from 1st April, 
1958. To a question why the Steel Controller had not discussed the 
matter with the Railway Board earlier, there was no satisfactory 
reply 

167. The Committee are not at all satisfied with the above ex- 
planation. They regret to find that even after the Railway Board 
h d  requested the Steel Controller to  devise a suitable procedure for 
the proper maintenance of accounts in June, 1956, the latter took 
about a year thereafter t o  discuss the matter with the Railway Board. 

m. 
168. In a note* furnished by the Ministry of Steel, Mines and Fuel 

(Department of Iron and Steel) it has been observed that the re- 
quisite details as regards steel imported by the Railways during 1958 
59 and 1959-60 have so far been received from the Southem, Eastern 
and NorthEastern Railways, the Chittaranjan Locomotive Works 
and the Integral Coach Factory, Perambur. These are being exam- 
ined in the Iran and Steel Control Organisation. Statements from 
other Railways are still awaited. The Committee do not appreciate 
this behted eflbrt as, in their view such work of reconstituting/re 
compiZation of accounts involves Zurger man-power and effort. They 
regret to point out that instances o f  this nature are multiplying in 
this Organisation which needs scrutiny. The Committee consider 
that the Railways also are not blameless in this matter. Having 
known that subsidy was due from the Equalisation Fund, the Rail. 
ways should have taken steps to maintain proper records for subs- 
tantiating their claim, if need be. The Committee desire that efec- 

- -- 
+Not printed. 



tive depa ghould be taken by the Railway Board to ensure tha& the 
requisite information is furnished by  the other Railways to the Con- 
troller without further delay. 

169. The Committee understand from Audit that some of the 
contracts for steel imports entered into by the Railways stipulated 
that the importers would submit subsidy claims direct to the Iron 
& Steel Controller; but in the endorsements to the Railway Board, it 
was added that the subsidy would be paid by the Rzilways in the 
first instance, and claimed subsequently from the Steel Equalisation 
Fund. In the face of this apparent contradiction, the possibility of 
double payment in case of these contracts could not be ruled out. 
The representative of the Department of Iron 8. Steel stated that the 
number of such contracts wiis hardly four or five. In these cases 
too, the possibility of double paynlcnt was remote, as the debiled 
accounts furnished by the importers for claiming subsidy would 
disclose the true picture. The witness, however. promised to check 
up all such cases and furnish a furtller report to thc Cornmittec. The 
Com~nlttcc would defer their comments ti l l  this r e p - t  is ~eceived 
from the Department o j  Iron, & Steel. 

Appropriation Accounts (Civil), 1,959-60-Vol. XVI 

Audit co~nirrents on the Balance Sheet of the Steel Equalisatio?~ Fund 
as on 31st March, 1960-Para 2, page 20-Non-recovery of interest 
on special advances given to M/s  TISCO and ?ISCO. 

170. On the recommendations of the Tariff Commission, Govern- 
ment decided on 25th November, 1959, that interest on the special 
advances of Rs. 20,18,26,480 given to M/s TISCO and IISCO should 
be charged as from 1st July, 1958 at the rate of 5 per cent. per annum 
'but the actual recovery of the amount might be postponed till a 
decision was taken regarding a common retention price to all the 
Main Producers of Iron and Steel both in Private and Public Sectors 
after 31st March, 1960. Interest amounting to Rs. 2,10,23,592 had 
accrued on these special advances for the period from 1st July, 1958 
-to 31st July, 1980 but no find decision for the recovery was taken 
by Government till November, 19f30. 

171. The Committee were informed in evidence that the report of 
the T a r s  Commission regarding the retention prices to be fixed with 
effect from the 1st April, 1960 was still awaited. The Committee 
would, tike to be furnished with a further report in the matter on 
receipt of the Tarif  Commission's recommendations. 



Recovery of outstandings from sundry debtors--Po rtr(a), page 20. 
172. A sum of Rs. 14.04 crores was recoverable from sundry 

debtors as on 31st March, 1960 as against Rs. 10.50 crores on 31st 
March. 1959. 

173. The Public Accounts Committee (1959-60) in para 20 of their 
33th Report (Second Lok Sabha) had recommended the desirability 
of reducing the time-lag of recovcrv and also suggested thitt "on 
account" payments made monthly by the Main Producers should 
represent the amounts due in'rcspect of sale ol  the prcvious months.' 
The Committee desired to know the action taken on this rccommen- 
dation. The representative of the Denartmcnt of Iron & Stec.1 stated 
that  from the Government's ~ o i n t  of view d e s ~ t c h e s  by t b ~  pro- 
aucers were the most appror~riate basis for recovery and the matter 
was accordingly taken un with the main ~roduccrs.  The latter, 
however, argued that thev could not reasonably bc asked to pay to 
the Egualisation Fund in rcspect of the qurlntities despatched in 
advance of their being paid for by the consignees. The preference 
of the producers was, thcrcfore, for payments on the basis of their 
own collections. The Cornmittce then referred to the suggestion of 
the C. & A.G. made before the sub-Committee of the P.A.C. (1959-60) 
on the working of the Iron & Steel Controller's Organisation that 
the main producers should credit to the Fund every month, as per 
calculations to be made by themselves. on the pattern of advnnce 
payments towards income-tax. They were informed by the Secre- 
tary, Department of Iron & Steel that this procedure had been sug- 
gested to the main ~roducers  who accepted it in principle. But 
they had not vet observed it in practice. The Committee would 
like to  ernphasise again that a suitable procedure to reduce the time- 
lag to the barest minipurn should be evolved and enforced at an 
mrly date. 

Hinclustan Steel Ltd. 

Extra consumption o f  raw material and production of low graclz piq 
iron--Para 67 (iii) , page 67. 

174 Tests conducted in Janutlry-April, 1960 at the plant site of 
the Durgapur Steel Proiect revealed that the iron ore purchased 
during that period for the blast furnace was, in most cases, below 
specifications. The relevant despatch reports, however, indicated 
that the materials had been certified, before despatch, by the npprov- 
ed analysts as conforming t o  specifications, and payments for these 
consignments were also made on that basis. 

According to Audit, the poor quality of ore necessitated increased 
consumption of iron are and lime-stone per ton of pig iron. Pnr 



78 
Lhe flnrt four months of production done, the value of such extn 
consumption was about Ra. 6.72 lakhs. 

175, In evidence. the representative of the Department of Iron 6r 
Steel stated that the _poor quality of iron ore in the p r e n t  case 
had necessitated increased consumption of lime-stone per ton of pig 
iron, but not of the ore. The consumption of ore per ton of pig 
iron was in fact less than the norm laid down in the Project Report. 
According to him. the Amre of Rs. 6.72 l a b  as the value of extm 
conui.mption necessitated by poor quality of the ore during tbe 
pcrriod January-April, 1960 was not correct. The representative of 
the Hindustan Steel, however, admitted that the test analyses con- 
ducted at the destination had indicated a higher silica-alumine ratio 
besides a higher percentage of fines. Although the ore was 
not entirely accoruling to specifications, it had to be fed into blast 
furnaces to keep them going. He also' admitted that the pig iron 
produced by the use of substandard ore would vary from the norm 
auld would not be of the right type. As regards the remedial 
measures since taken, it was stated that the project authorities had 
posted their representatives at the loading stations to be ~resen t  at  
the time of drawing samples. Audit. however, pointed out tlmt the 
quality of material received from the supplier in question continued 
to be poor, and that as late as in February, 1961, test analyses indi- 
cated that as much as 31 per cent. of the supplies were liable to 
rejection 

176. During their on-the-spot study visits to some of the steel 
plants, the Committee were given to understend that it was not only 
the iron content of the ore that was significant for blast furnace ope- 
ration, but also the alumine/silica ratio and that a rise in this ratio 
in the ore was bound to affect production adversely. In their 
opinion, therefore, it is misleading to consider only the quantity .of 
ore consumed per ton of pig iron. The rates of out-turn and the 
quality of pig iron are equally important. if not more. It cannot. 
therefore. be denied that there has been financial loss by the accep- 
tance of poor quality of ore and treating it as up to  specifications on 
the eertificetes of the public analyst. The Committee regret to 
note that as late as February, 1961. the sub-standard ore thus accept- 
4 was over 30 per cent. Thev desire that the ~ r o j e c t  authorities 
snould examine the adequacy of the existing checks to avoid accep 
tance of poor quality ore. They would like to be apprised of the 
s t e ~ s  t9ken in this regard before they take up for examination the 
Accounts for the next year. 
Avoidable payment of demurrage-para 67(iv), pages 67-68. 

177. The ofRcials of the Company in London had been sending 
shipping documents th'rough the Diplomatic Bag of the High Corn 
mission, instead of by Air Mail. These documents had to P a s  



through four different ofeces before they were received inVthe ship 
ping a c e  and delivered to the Clearing Agents of the Coinpany cat 
Cakutta. Consequently, on several occasions, these documents had 
been received by the clearing agents many days after the arrival of 
the ships, causing considerable delay in the clearance of the consign- 
ments. The system of clearing the consignments on indemnity 
bonds was also not resorted to and a sum of Rs. 5:43 lakhs had to 
be paid as demurrage charges during the period February, 1958 to 
January, 1960. 

178. In evidence, the Committee were informed by the rcpresen- 
tative of the Hindusten Steel that shipping documents were sent 
through the Diplomatic Bag of the High Commission only for about 
8 months from the middle of February, 1958. In October, 1958, a 
new procedure was introduced according to which shipping docu- 
ments were sent direct to the Calcutta shipping offlce. It was also 
stated that the demurrage solely attributable to delay in transmis- 
sion of documents wes only Rs. 30,000 and that the remaining 
amount (over Rs. 5 lakhs) was due to other factors, the most 
important being heavy port congestion occasioned by port employees' 
strike, railway restrictions, etc. As a remedial measure, certain 
lands in the dock area had been taken by the Company for holding 
goods in tmnsit. This had brought about a substantial improve- 
ment in the clearance of incoming goods. Audit, however, pointed 
out that according to a report received in August, 1961 the number 
of cases of late receipt of documents at Calcutta exceeded one 
hundred. The Committee wanted to know the amount of demur- 
rage claimed by the Port authorities since January, 1960 Including 
the amount solely attributnble to late receipt of shipping documents. 
Thc representative of the Hindustan Steel promised to furnish the 
requisite information later. This is still awaited. The Contmittee 
would defer their comments till the information i s  received from 
the Department o j  Iron and Steel. 

Unnecessary purchase of spares-Para 67 (vi) , page 68. 

179. Spare parts wluing Rs. 34,000 were purchased in October, 
1957 for earth-moving machinery on grounds of emergency. These 
were in excess of the requirements and despite the efforts of the 
Project authoriti'es, could not be disposed of so far. 

180. The CommiOtee were informed by the representative of the 
Hindustan Steel that the Executive Engineer who had been sent to 
Bombay for making emergency purchases in this case had exceeded 
bis authority, and p l acd  orders in excess of actual rquirernents. 



811 
"n a not& hvnfohed by the Department of Iron lurd Steel at tbe 
-nstance of the Committee, it has been stated that the irregularfty 
.vas flrst noticed when the supplying Arm pointed out certain d b  
creoancies in the orders pending with them The firm's letter was 
dated the 19th March, 1958, which was received by the Project an 
the 25th March, 1958. The officer left the services of the Hindustan 
Steel on the 1st September, 1958. No action could be taken against 
t h ~  officer because the case was under correspondence with the sup- 
alicrs while he was in service and by the time the position became 
clear, the officer had left the scrvice and his whereabouts could not 
:w found out. Efforts made to ascertain his present whereabout.- 
h a w  not been successful so far. 

181. The Committee are  not satisfied with the above cup!nnation 
of f h c  Department of Iron and Steel. They regret that the Project 
authorities did not initiate any action against thc  drlinquent official 
for more than Ave months after the irregularity mme to their notice. 
ny which time he imd left their service. The Committee would 
r m c ~  again draw attention lo their oft-repeated recommendation that 
as soon as an irrcy:ularity came to noticc~. disciplinarv proceedings 
rhrwld be initiated and adequate punishment inflicted on guilty 
persons. 
Infrtwtrtom e . q m d i t w e  orr thp designing of n Hotel-Pnrn 67 (vii)- 

Pnges 68-69. 

182. In July, 1956, the Ministry entrusted the preparation of 
designs and detailed drawings of a proposed 300 roomed air-condi- 
tioned hotel at Durgapur, to a firm of Chartered Architects for a fee 
of 4 per cent. of the estimmated cost of the building. Although the  
Project authorities had pointed out in October. 1956 that such a 
luxurious hotel was not necessary, the Ministry instructed them in 
November. 1956 to proceed with the scheme. Accordingly, in July, 
'057 the Project authorities asked Government for their administra- 
tlvr approval to  the expenditure of Rs. 8554.650 on the entire 
scheme and invited tenders for the building portion estimated to* 
cost Rs. 50 lakhs. In September. 1957. however. the Ministry decid- 
ed to postpone the construction of the Hotel and ordered the refund 
of e m e s t  money to the tenderers. 

In June, 1959 the architects claimed a sum of Rs. 2.23.316 as their 
. fee based on the lowest tender of Rs. 55.83 lakhs but the claim was 

finally settled on payment of Rs. 1.54 lakhs. The proposal to con- 
struct the Hutel was given up consequent on the construction of 
Guest Houses and Hostels. I t  has been stated in the Audit R e ~ o r t  
that tihe entire expenditure of Rs. 1: 54 lakhs incured on this scheme 
had thus become in£ fuctuous. 

*Not printed. 



183. In extenuation of the decision in 1956 to proceed with the 
construction of the Hotel despite the Roject authorities' opinion, it 
was urged before the Committee that the original idea of Govern- 
ment was to house the Consultants, foreign technicians and a num- 
ber of officers of the Project in the Hotel rather than in quarters to 
be built. This idea was given up later. It was added that the 
Architects of this Hotel who were also appointed Architects ut Bhilai 
had chnrged for the designs done for Bhilai a fee of only two per 
cent.. instead of the usual four per cent.. in consideration of the fact 
that the Durgapur Hotel Project had been abandoned. This had 
resulted in a saving of about Rs. 69,000 on the Bhilai Design. 

184. The Committee do not feel happy over the action of the 
Ministry in this case. They would advise greater caution and mature 
consideration in matter involvirrg large outlay as  in this case. 

Factu.al Verification of draft Audit paragrapli.. 

185. During the course of their examination of Audit paras relat- 
ing to the Hindustan Steel Ltd., the Committee came across several 
instances in which the facts contained in the paras were controverted 
by the representatives of thr  Department of Iron & Steel i~nd thr 
Hindustan Steel. In none of thcse cases, it was admitted, the cor- 
rect position had bren explained to Audit within the prescribed time- 
limit of six weeks when the draft paras were sent to them for factual 
verif' ;Ion. Nor had it been done even later. 

11% The Committee would like to draw attention to their oft- 
rt-r)/=r*~d recommendation that the Ministries and Departments to 
wlro~n draft Audit paragraphs are sent for factual verification should 
make every eflort to adhere to the prescribed time-limit of six weeks 
so that the Audit Report is based on incontrovertible facts. If, i n  
exceptional cases, it is not possible to do so, the correct position should 
be brought to the notice of the Committee through Audit as soon as 
possible at  any rate, before they consider the Audit Report so as to  
endble them to arrive at proper conclusions without an3 waste of 
time. 

DEPARTMENT OF MINES & FUEL 
National Coal Development Corporation 

Extra expenditure on account of delay in acceptance of tenders- 
para -ages 65-66. 

187. In February, 1957, tenders were opened for the construction 
of an office and 52 residential quarters required for a colliery under 
development in Madhya Pradesh. The estimate for the work was 
Rs, 3,51,180 while the lowest tenderer quoted Rs. 5,19,950 for the 
2050 (Aii) LS-6. 



w k .  The rates offered by the lowest tenderer were under 
negotiation with him for about 4 months by which time he increasled 
his rates by 12 pcr cent on account of general rise in the prices of 
material and wages of labour. The contract was given to him on 
28th August, 1957 a t  the increased rates wi?hout calling for fresh 
tenders. The dvlay in the acceptance of the tender resulted in an 
extra payment of Rs. 63,054 by the Corporation. 

188. In cviclence, the representative of thc Corporation admitted 
that due to delay in awarding t h ~  contract to the lowest tenderer, 
incrc,?sed rates had to be paid. lie, howevcr, added in extenuation 
that as thr, r'l1c.s s:ctud.ccl ip  t h r .  1 1 , w ~ ~ t  t ~ n d c r  were higher than the 
Corporatioll's c, :irli,tc~s ( ~ i ~ ~ c h  wcre basc~l on an insufficient know- 
lcdgc of the local rates for labour and materials) references were 
made to thc  stat^ P.W.D. and the State Elrv3riclty Board. The reply 
received from thr  Statrh P.W.D. showed that tht. ratcs offered by the 
lowcst tcmdcrcr ivcrc fnvourablc To ensure further that the rates 
quoted wcrc not cstcssit~r, an attempt was mndc to ascertain rates 
paid for n slniilar construction work at Kargall~ In I31hnr. All this took 
aboul four month:;. In the ~nc>ant~nw, the Labour Appellate Tribunal 
gavp their award whirh  raised thc wagr payable to colliery labour. 
Although the nward did not apply to  building l*~hour.  the contractor 
pleaded thnt this h ; d  :~ITcvtcld thr. \vary of bullding labour also and 
accordingly rniscd his quotation by 12 per cent. As there did not 
appear to h v  ;.vv proipurt o f  lrlwrr quotations being received in 
response to f r w h  tclrdrrs. and a further delay of two to three months 
in the conclu~,ion of ,he rontract would have resulted in the work- 
ing season bt411g losl, thus adversely aflecting the production targets 
of the colliery in the St.cmd Plan. it was decided to accept the lowest 
tender at  enhnnced ratm. 

189. F m n  the f a r t s  of the case it is obvioz~s thnt  much of the . 
correspondetwe < - M I I ~  hnve bcen obviated had the  Corporation pre- 
pared the initial estimates with greater care. The Committee trust 
th,at the Corporation uvll profit by this ercperiewe and ensure pre- 
paration of realistic estimates for works. 

Geological Survey of India 

Avoidable expenditure on drilling operations-Para 35 (A)-Page 34 

190. To explore the mineral resources in India, deep drilling 
operations were started on a major scale by the Department during 
1955-56. In  the year 1959-60, there were several cases of stoppage of 



drilling operations for long periods ranging from 31 to 274 days at 
a stretch The total drilling days for 18 machines thus lost were 774, 
involving an expenditure of about Rs. 1.5 lakhs (Rs. 200 per drilling 

.day). j e 

During the second half of 1959, the Department acquired 5 new 
machines which were allotted to new drilling partics instead of to 
the existing ones where the work was at a standstill. Moreover, 
two other machines were lying idle for want of repairs since March/ 
December, 1958. 

191. It was explained to the Committee that break-downs were in- 
herent in drilling operations (with four year old drills) which were 
carried out in remote mountainous regions where no repair facilities 
were available. Lock o f  essential spare parts also at times hampered 
prompt restoration of the drills to working order. The Committee 
invited the witnesses' attention to the fact that of the drills deployed 
during the year under review one remained idle for about eight 
months, two for seven and a half months, another for seven months 
and yet another for six months. Also, according to the Audit Re- 
port the machines would need major overhauls once in two years, 
necessitating suspension of drilling operations for 4/5 months on an 
average, depending upon the availability of spare-parts, accessories, 
release of foreign exchange, etc. The Committee inquired whether 
instead *of deploying a11 the drills in the field simultaneously. It 
would not be of advantage to keep one or two machines as stand- 
by to provide apins t  b~cak-downs so as to make the most economic 
use of men and machines. It was explained that as against a vast 
exploration programme the number of drills available was only 
26 at present and thcse were of nine different types. If one machine 
of each type were to be kept in reserve as stand-by,. nine drills 
would be immvbilised which the Department could ill afford. 
Movement of a drill to the operational sites in difllcult terrain was 
also not easy. Further, the time required for restoring a damaged 
drill to working order depended on the availability of the particular 
spare parts required and thus would be uncertain. There was also 
no guarantee that the drill provided as a replacement would not 
break-down. Taking all aspects into consideration, the experts of '  
the Department were of the view that at the present jucture no 

drill need be kept as stand-by. I t  was added that, if on the basis of 
two months idle time in a year one-sixth of the equipment had been 
kept in reserve, the loss in exploration would have been equivalent 
to 45,000 ft. of drilling valued a t  Rs. 18 lakhs at  the rate of Rs. 40 
:per ft. (one-sixth of 2,70,000 ft. of drilling done by the Depastment), 
AS against a loss of Rs. 1.5 lakhs on idle man-hours. 



The witness added that the following steps were being taken ta 
raticmalise the use of equipment and minimise the time involved 
in repain. * 

The set up of the Geological Survcy of India was proposed to be 
dercntralised on a Zonal basis, with headquarters at Calcutta, 
Lucknow and Hyderabad where major repair workshops would be 
provided for the servicing of drills ear-marked to each zone. Be- 
sides there would be a minor repairs workshop at the Circle Head- 
quarters in each State. Secondly, indigenous production of drills 
and spares was being encouraged. 

192. Thc Comnzittee note the rrwasures contemplated by the 
Ministqj t o  cut the idle-time. The?! w e  not, however, fully con- 
vinced that the present pattern of deplogtnent of the drills is the best 
in the circumstances. If hreak-do~uns arc idlerent in the operations 
as observed b y  GovCrn~nent, it automrrt7c.nlly follows that there 
should be povisiort fiw stand-by. Wlzile it may w t  be fensible t o  
have as many as nine reserves, it uvll be too sanguine to overlook this 
need. The Committee have also their doubts as to whethersthe pro- 
gramme of exploration I S  not over-antbittous for the available equip- 
ment. The Committee, t hewfore, feel r hat this question needs exa- 
mination dispassiolzdlrtel!y. 

MINlSTRY OF TRANSPORT & COMMUNICATIONS 

(Dcpartrnent of Transport) 

frreguhrities noticed i n  the accounts of a Tourist Olgice-Para 36 of' 
Awlit Report. I 

193. Certain irregularities in the accounts of Tourist (Mike, Paris 
were dealt with in paras 72-76 of the 25th Report of P.A.C. Vol. 
I1 (1959-60). The Audit para disclosed further irregularities in t h e  
expenditure on renovation, decoration, furnishings etc. Detailed 
plans for the works were not prepared, quotations not invited, and 
orders were placed mostly on a single tender basis without proper. 
sanction. No work orders were issued t4 the contractors and there- 



was no evidence to show that the bills and estimates of the firm were 
,checked either by the Tourist Offtce or the Achitect through whom 
the work was being done. In almost every case the cost of the 

-actual work exceeded the estirnates. There were also several ins- 
tances of uneconomical expenditure. Expenditure on publicity was 
Incurred through an advertising agent who was to claim actual 
charges payable to Journals but there was no evidence that the ad- 
vertisement charges paid to him from time to time were checked 
with reference to the actual insertions or the printed tariffs of the 
concerned publications. 

194. The Committee of 1959-60 were informed in October, 1959 
that the Tourist Officer in question had been served with a charge 
s h e d  and his explanation was under examination of the Govern- 
lrnent. The present Committee were informed in evidenqe that the 
irregularities mentioned above were also taken into account at the 
time of framing the charges against the Of?iccr. The case was still 
under consideration in consultation with the U P.S.C. The Com- 
mittee are concerned thut the finalisation of disciplinarp action in 
this case is taking too long n tr.nre. The?/ wrnild like to be apprised 
of the act~on finally take;.; in  this case. 

They enquired about the existing arrangements to prevent such 
irregularities in Tourist Oflices. They were informed that the foreign 
service inspectors of the Ministry of External Affairs were asked 
from time to time (once in two years) to  inspect the Tourist Ofices. 
The senior officers oi the Ministry also irispocted the offices when- 
ever they happened to visit the foreign countries. The Comn~ittee 
feel that while such inspect ions, if thorough, can be useful, they are 
not enough. Steps should also be taken by the Ministry to keep the 
progress of expenditure in their ofcces abroad under close review 
so that Government's directives as regards austerity are not flouted, 
as had happened in the present case. 

.Hindustan Shipvard Ltd-Loss due to delay in accepting the lowest 
offer-Para 68 (i). i 

195. In response to quotations invited by the Company through 
.their foreign consultants a firm offered on 31st August, 1956 to 
supply a galvanising plant with a pickling plant of simple design a t  
a cost of £8,497. The offer was valid upto the 30th November, 
1956 but was later extended till 31st January, 1957. On 24th January, 
1957'the consultants r e ~ o r t e d  favourably on the firm's quotation, but 
the Board's approval for the purchase of the plant was not 
obtained till the 15th April, 1957. Meanwhile, the firm revised its 
quotation and the Company had to make an extra payment of 2412 
4Rvs 5,4931. 



1M. In evidence, it was urged that after the opinion of the foreign* 
consultants was rcce~ved the technfcal officers of the Company fur- 
ther examined the tender documents which took some time. There- 
after, the Board's approval had to be taken which involved further 
delay. The Secretary admitted that the management had not been 
vigilant in handling this case. The Committee inquired whether 
the foreign consultants were informed of the fact that the offer was 
valid only upto the 31st January, 1957. They regret to observe that 
this information has not been suppi id to them so far. Nor could 
they get a convicing answer to a question as to why the tender docu- 
ments were nut examined simultaneously by the foreign consultants 
and the technical officcrs of thc Company. The Committee regret 
to  obaerve that the Management of Htrldustati Ship!/ard dtd not 
handle this case with due care. I t  zs surprlsifig that the flanage- 
merit went olt 111 a le~.surc!lz/ wag u ~ t h o u t  realwing t h a t  the firm's 
ofJm toas open for n short prriod onl?/ .  Slcclt lauses ill a coitmcrcial 
-~rtderlrlkznq nw deplorai)lr. Thr Corr~rrtlflet~ u'erc u s s ~ r e d  tha t  the 
Mwt.~tr?/ hnd rssued : ; I I  1 t n l ) l ~  17~str1~ct~ou~: t o  t h ~  Coinpnil?r. Thev 
hope that such c ~ l s c ~ s  uull not rcc-1~ r 

197. On thc bnsl:; of : ] I !  : t nnu :~ l  c .s t l t nn :cd  rcqu~rc>mcnt of about 
1,000 tons of Orcypn l'inc, 'I'lm!)c\r. c l ~ ~ o t a t i o n s  wcrc invi t td  by the 
Company in March, 1937 < ( ) I -  t i l v  11:lp.l:'t 311~1 S L I ~ P I J '  of 500 tons on t h e  
condition that tenders shottld bc  submltt~tl  within one month of the 
t ~ n d c r  noticc and supp1if.s co1np1~tc.d by t h c  cnd of June, 1957. The . 
tendcrs were opened on thc 10th April, 1957 and the order placed 
on 7th Junc, 1957. The timber wils rcm.ivcd in February, 1958 and 
meanwhile the Company purchased 90 tons of timber in October and 
December, 1957 from the stockholdcrs In Indla at  an extra cost of 
Rs. 48,000. It was urged in extenuation ihiit the requirement of 
timber was planned on the basis of a normal time lag of 61 months, 
as experienced by the Company in respect of earlier supplies, but 
there were delays in finalising the contract, arranging for the im- 
port licence and getting sanction for the releasc of foreign ex-- 
change. I 

198. The Conantittee regret to observe that this is another case in 
which the Shipyard had to  incur extra expenditure due to lack of- 
vigilance and administrative delays fot which there was &is-. 
fwtory explanation. 



Purchase of boilers far in advance of requirqents-Note 2, Page 73, 
Appropriatim Accounts, Vol. XVII 

199. Two boilers were imwrted in June. 1955 at a total cost of 
Rs. 2,21,965 to replace old boilers of a Suction Dredger in Visakha- 
patnam Port. Tne repiacement has not yet taken place as the 
dredger was continausly in operation and could not be spared for the  
perind of about six months required for changing the boilers. Even 
after arrival of a new dredger in February, 1958 the replacement 
was not done, reportedly due to presfure of work. 

200. In evidence, it was urged that the boilers were purchased 
to provide against any breakdown of the existing boilcr: which wr re  
25 years old. In the opinion of the Ministry it was a M ~ ~ S C  act on the  
pgrt of the Administration and there was no loss on the whale as  
subsequently the price of boilers had risen by about 50 per cent. 
It was brought to the notice of the Committee that the boilers wcre 
lying in the open. They, thcrcforc. inquired, about the cvtcnt o f  
deterioration caused to them duc  to long storagc.. The hliniritry sub- 
mitted a notc to thc Comrnittec stating that thc hoilcrs wcre bcfiing 
kept in the opcn on slccpcrs with 3 inch clcnrancc! from the ground. 
T o  protect them from w e n t h ~ r  conditions the hnilcrs wcrr periodi- 
cally painted both internally 2nd cutr*rndly. The t)oilcrs had buc>?i 
examined by the Mcchavical Sup~~rin!rnd(~n! o f  thcl Port and no do- 
terioration h:id bccn detc.ctcd T h p  Cowi)t l t  tcc circ7 ?lot sirtisficri W ~ I  h 
t h i s  cn.plnrrntio11. It: :llc~ir opirliot~, t h l c a  i s  cluurly n ruse whcrc~ the 
Port .4drrt~nlstrntro1~ drtl ?lot ci:..>pss tlrc r~rprrrctnent.~ of.boi1er.s pro- 
perlg in tlw first ?)xtaricc. zch1c.l~ (1) rcs~ilted i l l  unneces.snr?j p w -  
rhnse of  costlxl c>crui;)rrwtLt ~rtzich 112 advance of requirerrwnts, and ( i i )  
created storage protblems. 

Inaccurate and fictitious menszrrements and drawal of funds to avoid 
lapse of budget grant, Para 38. 

201. The Additional Deputy Commjssioner (P.W.D.) Mokak- 
chung (N.H.T.A.), in the Naga Hills drew cheques. aggregating 
Rs. 43,100 on 31st March, 1957 for payment to some contractors for  
five works. The bills were prepared on the basis of measurements 
recorded in March, 1957. The amount was not, however, immediately 
disbursed. In  November, 1957, the works were re-measured and a 
sum of Rs. 14,438 only, being the values of works actually done by 
the contractors, was paid to them. It  was found that in two cases 
the measurements recorded in March, 1957 were fictitious, as the  
works had not a t  all been executed. I t  was explained in September, 
1958 that the  bills were originally prepared in  order t o  avoid lapse 
of budget grants. as it was expected that the  works would be cam- 
pleted mai 1 



202. In widence, tbe Committee were informed that the works 
were executed by the Assam Government before the administration 
of the area was transferred to the Centre. Three oflilcers were held 
responsible for the irregularities and disciplinary action was being 
taken against them. The delay in initiating disciplinary action 
was due to certain legal complications arising from the fact that the 
offlcers were under the employment of the State Government when 
the irregularities were committed. The Committee are gravely con- 
cerned to note the irregularities disclosed in the Audit para. They 
would like to be informed of the $nu1 outcome of this case. 

Department of Communications and Civil Aviation 

Non-revision of aerodrowte charges and non-assessment of air naviga- 
tion charges-Para 37. 

203. Considerable expenditure is incurred for providing "en route" 
technical farilities to aircraft flying over the Indian territory, e.g., 
tclc-communications; radlo and other aids to navigation; air traffic 
controls, ctc. The 1944 Chicago Convention on International Civil 
Avktion rccognisid that suitable charges might bc imposed by a 
country for these scrviccs and some countries are lev:.rinc such 
chargcs. The qucstion of recovering suitable charges by Govern- 
ment was taken up by Audit in July,  1960 and the mutter was stated 
tfi be under considerittion. As rc)gards landing and housing charges 
rrcovcred from the aircraft Ianding at the aerodromes. the rates were 
fixed originally in 1937 and  rwiscd in 1946. A further revision of 
these charges was also stated to be under examination of Govern- 
ment. 

204. In evidence, the Director General of Civil Aviation informed 
t.he Committee that only two countries, viz.. Canada and Formosa 
were levying charges for "en route" facilities from aircraft over- 
flying their countries. Government of India had decided not to 
levy such charges-one of thc reasons being that other countries in 
Asia might fdllow suit, in which case, the income obtained through 
this soum would be counter-balanced by payment of similar charges 
by Indian aircrafts overflying other countries. As regards the 
landing and housing charges, it was stated thet at the time of revis- 
ing the charges in the year 1946 developments in the forseeable 
future. e.g., operation of jet aircraft, had been taken into account. 
The question of further revising the charges was, however. under 
examination of Government. 

The Committee would urge upon Government to take an early 
decision in  this matter. In their opinion in the context of the 'large 
capital outlay in providing these facilities a d  the rising nzaintenanm 



-costs there was no justification for continuicing the OM rates m d  15 
years ago. As regards charges for "en route" facilities, the Com- 
xit tee  trust that, keeping in view the expenditure involved, the Min- 
i ~ t r u  of Transport & Communications would keep the position wader 
review. 

Ludian Airlines Corporation 

Dcky in disposal of aircraft-Para 69. 

205. The Board of the Indian Airlines Corporation decided in 
December, 1955 to sell 12 Viking aircraft. In March, 1957 two of 
the Vikings could be offered for immediate sale. Offers were receiv- 
ed in the same month from two firms one quoting E25,000 and the 
other 2 19,500. Government sanctioned the s l e  in May, 1957. but 
permission for export of the aircraft was not accorded till August. 
1957. By that time, the'two offers had lapsed. Subsequent efforts 
to sell the aircraft proved unsuccessful and the Corporation decided 
in January, 1960 to dispose of all the Vikings as scrar, at about 
2s 20,000 per eircraft in a package deal. 

206. In extenuation of the delay, the Secretary to the Department 
of Communications and Civil Aviation stated in evidence that the 
request seeking permission to export the Vikings was received in 
the Ministry of Communication on 10th April, 1957 and was referred 
to the Ministries of Defence and External Affairs for concurrence on 
17th April. Despite reminders issued to these Ministries bv the 
D.G.C.A.. the Ministrv of Defence accorded their approval on the 
29th July. 1957 end Government sanctioned the export on 3rd August. 
1957. A ~ a r t  from the delay in the issue of sanction for the export 
.of the aircraft, it was pointed out that, the offers were regarded by 
the Indian Airlines Coworation as too low for acceptance. The 
Committee were hardlu convinced by  this explanation. It was 
brought to their notice that the Board of Directors of the Corpom- 
iion had authorised the Chairman of I.A.C. to dispose of the aircraft 
a t  a vrice not less than £16.000. If so, it is intriguing why the 
loffer of £25,000 was not accepted by the Corporation. Prima facie 
the loss in this case is due to inaction both on the part of Government 
and the Corporati&. The Committee desire that the matter should 
be thoroughly investigated and responsibility fixed. 

207. It, has been stated in the Audit Report that the Vikings were 
withdrawn from service by April, 1958 and an expenditure of about 
Rs. 3:27 lakhs was incurred by the Corporation on account of 
hangarage, maintenance and insumnce, etc. I n  evidence, the General 
Manager of the I.A.C. stated that it was only a national loss as the 
money was paid by the I.A.C. to the Directorate General of Civil 



Ariation. The Committee are s u m e d  at this d explanatim ' 

from the Corporation, a commercial undertaking. 

I n f t u c t u ~  expenditure-Note 4,  page 67, Appropriation Accounts, 
Val. XVII. 

208. A piece of land for the construction of an aerodrome a t  
Jogbani was acquired through the Land Acquisition Ofiicer of t h e  
Bihar State. The construction work was objected to during its 
progress on the ground that there was Q grave yard a t  the site of 
thc work. It was, therefore, decided to divert the runway which 
resulted in an infructuous expenditure of about Rs. 27,188. 

209. In evidence, the Committee were informed that the revenue 
records did not show any grave yard on the land nor was any objec- 
tion raiscbd by thc locsl inhabitants at the time the land uns notified 
for acquisition. Subsequently, the work had to he susptndcd due 
to :I local agitation. On bring pointcd ou! that on the 12th N-wem- 
bcr, 1957, 10  days bcforr thc land was hnndcd ovrr to thr  C.P.W.D. 
fcrr st:rrting construct~on, ii qucstlon on thls \il\).l~r: v.~! i  r - ~ w d  in the 
Lok Sabhn, thc Scc~.rlt;~ry to thcl Ministry promiwd to  Inol: ~ n t o  thiq 
mnttcr and Iiirnish n not(. to t h r  Conl1nittt.r. Thc Co lv~~t i t t t - c  reqrc't 
t n  ol)::c.rw ihrrt f h c ~  i n f o r r ~ l n t i o n  i s  sttll uu ,n i t rd .  

MINISTRY 014' TI<ANSPO1irI' 6; COXIMUNICATIONS 

Accoti nts of Port T r ~ ~ s t s - - - S ~ i  1)rnis::io)~ to Parliamenf of tht> A 7 1 r I i f  

Heporls rrlat trcg t o  var ious  Port Trusts-Para 320 of Sezvn th  
Report (1 957-58). 

210. In 1951, Port 'l'rusts' Acts o f  Madras, Bmnbay and Calcutta 
were amended, to providc for the accounts being audited by the 
Comptroller and Auditor Gcncrnl, at such times and in such manner 
as might bc deternzinvd by him. (Prior to this amendment, thz 
C. & A.G.'s audit was on a consent basis). The rectified accounts 
and the Audit Reports were to bc forwarded to the Central Gov- 
ernment and to the Port Trusts. The latter ' arranged for the 
accounts being published in the local Government Gazettes. 

211. The P.A.C. (1951-52) were informed by the then C. & A.G. 
that he was considering whether his Audit ~ e ~ & t s  on the accounts 
of Pont Trusts should not be submitted t o  Parliament. He held the 
opinion that "where the C. & A.G. was required by an Act of Par- 
lkment  to  undertake the Audit of a Corporation or a statutory body, 
it would be in the fitness of things that he should report to the 



President ar the Head of the State, as the case may be, and that pro-. 
vision should be made for placing his Reports before the Legisla- 
ture". The Committee thereupon desired the question to be examin- 
ed and a note submitted to them. (C/f para 56 of 1st Report of 
P.AC. 1951-52). Since the matter remained unsettled for a long 
time, the Committee of 1957-58 expressed disvutisfaction over the 
delay (vide para 230 of 7th Report-1957-58). 

212. The Ministry of Transport and Communications have since 
submitted a note on the subject.. I t  has been stated by the Ministry 
of Transport that: 

"The Port Authorities of the Major Ports pointed out that 
their resources were not part of the Consolidat~d Fund 
of Tndia and that the control of the Centml Government 
over their affairs was restricted to matters laid down in 
the statutes. Further under the respective Statutes, the 
Central Government had the responsibility and power 
to pass orders on points of differencr bctwcm Audit and 
the Port authorities. This provision ensured bhnt audit 
reports were given proper consideration by the Port 
authr~rities."' 

The Mlnistry has accordingly suggestc.d that only that prlrl of' the 
rep)r t  of  the C. & A.G. ncwl bc placcd hcforc I'arlinm~~nt as  rclatcs 
to the contrc~lling responsibility of Government and, that thr othcr 
part of the report concerning action taken by thc Port Trusts under 
their own powers may continue to  be sent to  Govcrnmmt, as 
hitherto. 

213. The Committee have carefully considered the vnriolls aspects 
of ^the case as submitted to them b p  the Ministr?j of Transport arrd 
Communications. It is clear that the accountabilitg of the Port 
Trusts to Parliament in respect of the functions entrusted to Govern- 
ment under the va~ious  statutes has not been in dispute. I j  SO. pte- 
sentation of the relevant Audit Reports to Parliament is a. concom- 
mitant, In the Committee's opinion, presentation of the report of 
the C. & A.G. on Port Trusts to Parliament sh,ould not interfere with 
the autonomy statutorily vested in the Port Trusts. The Committee 
toill doubtless keep this in view while examining the Audit Reports 
in question. 

MINISTRY OF WORKS, HOUSING AND SUPPLY 

214. Quotations were invited by the C.P.W.D. on the 9th March, 
1956 for the supply of 319 tons of imported iteel af various categories.. 



The notice stipuleted, inter ulia, the following specifications and 
conditions: - 

( i )  The Steel ~hould  have a tensile stress of not less than 28 
tons per square inch and should be supplied in standard 
lengths from ready st!)ck within a week from the date 
of supply order and delivered at the supplier's godowns 
at. Bombay. b 

(ii) The rate payable would be subject to the approval of the 
Iron and Skc l  Controller and in case the rates approved 
by him wcrc lower than those quoted by the suppliers, 
they would have to refund the difference 

4iii) Pavment would be made to the uppliers to the extrnt of 
I)O wer cent. against deliverv and the balance on vcrifica- 
?ion of rates by the Iron and Steel Controller. 

On 22nd March, 1956, a firm yuotcd for 12 items stating that t h e  
rates for the six of the items quoted would be subjeot to the rates 
prwcribcd by the Iron and Strcl Controller in Februarv. 1956 for the 
purchase of imported steel. Tho uuotation of the firm was acceptcd . 
:~nd  ordcw were placed for t h  suvply of certain categoriec of steel 
in  increased quantities. 

The firm submitted a bill for Rs. 259.534 on 31st March, 1956 and 
clrmanded 90 per cent. advance payment. As steel was reauired 
l~rtrcntly. e sum of Rs. 2.33.581 was uaid to the firm on 5th April, 
1956 without taking delivrry o f  the steel and without obtaining anv 
!:ccuritv. The firm despatched same steel between 18th April, 1956 
;~tld 15th July, 1956. Sample tests carried out in June. 1956 and 
January, 1957, revealed that the steel was below the tensile strcss 
specified and was comparable onlv with untested indigenous ste'el. 
On the basis of mtes fixed by the Iron and Steel Controller for such 
quality of steel. the firm was entitled to a sum of only Rs. 1,85,680 
against the advance paymrnt of Rs. 2,33,581 already made. Efforts 
made to recover the ovrr-payment uf Rs. 48,071 were not successful 
and in January, 1959 the Department proposed to take the mntter to 
the court. In the meanwhile, the firm moved the court for the 
recovery of a sum of Rs. 32,371, together with interest thereon, from 
Government. Government. therefore, decided to contest the claim 
m counterdefence. 

215. In evidence the Committee were informed that according to 
the agreement, the Arm was to deliver the material at its godown 
at Bombay, but subsequently the Executive Engineer concerned 
asked it to arrnnge the despatch of steel to Nasik. When the firm 
demanded 90 per cent. advance payment before the despatch of the 



material. the ofacer paid the firm on grounds of urgency. I t  was 
admitted that had the delivery of steel been taken at the firm's 
godown and inspected on the spot before despatch to Nasik, the fuct 
that the firm had supplied untested indigenous steel against imported 
tested steel of higher tensile strength would have came to notice 
and the over-payment would not have occurred. It has been decided 
in Julv 1960 to reduce the pension of the Executive Engineer by one 
fifth. I I- !  rllP 

216. In reply to a question, the Co:limittee were informed that 
out of 330 tons of steel procurcd fl-om the firm only 130 tons had 
been utilised so far. If so, the Committee do not see how the plca 
of urgency could arise. In thrir opinion, the Executive Engineer's 
direction to the firm to despatch the steel to Nwik amounted to an 
alteration of the terms of the agreement. Having paid for the steel 
before its receipt, he did not bother himself about the quality thereof. 
T ~ P  Committee feel that the oficer had been let ofJ lightly in thi* 
case. 

217. As the over-payment in this case amounted to nearly 25 per 
cent., the Committee enquired whether there was any warranty 
cltiuse incorporated in the contract with the firm for safeguarding 
Govcmment's intterests. They are surprised at the plea that with- 
holdi,ng of 10 per cent. payment of the price of the material was con- 
sidered sufficient safeguard. They would draw attention to the 
recommenda:ions in para 49 of lhcir  Fifteenth Report (First Lok 
Sabha) and the instructions issued thereon by Government in Min-  
i s t y  of Finance Office Memorandum No. F.14 (11) -EII (A) /56, dated 
30th August, 1956 that in all cases warranty clause should invariably 
be provided in the agreement. 

The Committee would like to  know w h y  those instructions h.nd 
not been followed in this case. They would also like to  know the 
result of the Court case. 

Extra expenditure due t o  non-finalisation of drawings and designs, 
Para 40-Page 40. 

218. For the construction of Yojana Bhawan in New Delhi, the 
tender of a contractor for Rs. 21,23,189 (4.1 per cent. below estimate) 
was accepted. The work was to be commenced on 13th February, 
1956 and completed within 18 months, i.e., by 12th August, 1957. The 
designs and plans for the building were supplied to the contractor 
piecemeal upto July, 1957. Only 13 per cent. of the work was com- 
pleted by May, 1957; and on the plea of inordinate delay in the  
supply of designs and drawings, etc. by the Department, the con- 
tractor claimed on 12th June, 1957 an extra 5 per cent. above his 
agreement rates for thework done after 12th Augurst, 1957. 



The contractor was informed on 31st July, 1957 that he wms liabb 
%o pay a compensation of Rs. 2,21,416 (10 per cent. of the estimated 
cost of the work) and that action would be taken to award the 
remaining work to another agency at his risk and cost if he did not 
accelemte the work. On the failure of the contractor to proceed 
with the work, the balance of work, estimated to cost Rs. 20,90,220 
was awardid to another contractor for Rs. 21,89,435 (4.7 per cent. 
above the estimated rates) at the risk and cost of the original con- 
tractor. The latter sought arbitratinn and the award of the Arbi- 
trator was against Govcrnmcnt. 

219. In cxtenuatlon of the reasons for the delay in the preparation 
of drawings and designs, the Chief Engineer, C.P.W.D., stcited in 
evidence that the structural drawings for foun61tions of the front 
alld rear wings o f  the building were made over to the contractor in 
May, 1956. Later an the whole plan had to be revised as it was 
di.wovtwd that a part of the foundation was filled with sol1 and 
thcre was an old wrll on the site. Another contributury factor for 
thr- delay was the proposal for widening thc Old Mill Road which 
affe~qed the lay-out of the building. The Chief Enginrer gave his 
final decision on this in July, 1956 and the contractor comemnced the 
work on 1st August, 1956. The revision of the drawings took con- 
siderable time :mrl when fresh drawings were supplicd to the con- 
tractor hc demmdcd cxtra payment. 

The C:)m~njtfc.ta f ind :hnt in + h ~  prpsmt o?se although the  w w k  
was to commonce from 13th Fcbrunry, 195G, structural drawings for 
only a part theroof wcrc? made available to the contractor in May 1956. 

220. In reply to a question, the Committee were informed by the  
Chief Enginrer that under the rules. all the structural drawings 
should be completed before calling for tenders but it  w u s  always not 
practicable to do so. Not only there had been a failure on the part  
of the Department in not observing the rules in this case but it 
appears from the statcriutnt of the Chief Engineer that this is the 
practice .generally. The Committee are concerned to see such depar- 
ture from rules. They trust that the Ministry of Works, Housing 
and Supply would ensure strict observance of Codal rules in this 
respect. 
Loss due to acceptance of sub-standard work, Para 41, Pages 40-41. 

221. The construction of 344 double-storeyed clerks' quarters was 
awarded to a contractor in October, 1948. The work was completed 
in October, 1950 at a cost of Rs. 15,18,970. 

When the quarters were handed over to a Maintenance Division 
in May, 1951, it was found that some of the balconies were non- 
horizontal and that the finishing of terracing had cracked a t  various 



places. This was explained by the Construction Division as a detect 
in finishing and not a structural defect. At the time of finalising the 
contractor's claims in October, 1952, the Executive Engineer reduced 
the  claim of the contractor for roofing work by Rs. 7,317 on account 
of unsatisfactory work instead of getting the detective work redone 
at the risk and expense of the contractor, as per terms of the contract, 

During the years 1955-56 and 1956-57 an expenditure of Rs. 41,206 
was incurred on special repairs of the buildings. Towards the end 
of 1959 a detailed technical inspection of the quarters 
on the first floor brought to light scveral structural defects 
necessitating replacement of roofs of all the first floor quar- 
ters at a cost of Rs. 6,13,500. 

222. According to Audit the large cxpenditurc on special repairs 
including renovating the  ceiling had been neccssitatcd by acceptance 
of defective work lri 1950 wlthaut apparently carrylng out detailed 
technical investigat~ i m. Government had decided that n o  disci- 
plinary action was required to be taken against any of the officers, 

223. Disagreeing with the views of Audit the Secretary Ministry 
of W.H. & S. ~ n f o r m ~ d  the Committee in cvid~ncc tint soon after 
Partition the demand for accommodation was so great that Govern- 
ment wanted to con. rruct thr nlaximum number of qui~rtcars with the 
minimum of cost. T h e  normal spoc1ficatlvns had therefore been re- 
laxed which resulted In defects in buildings. As an  instance it was 
pointed out that cinder was used 11.1 terrnw3g instead of bi;clc or 
stone. As a result ;here was seepage of water which corroded the 
steel and n r ~ ~ s s i t a t ~  4 rc.roofi?g. He admitted, howcvcr, that this 
expcrimcnt should r u t  have h e n  undertaken on such a large scale. 

224. The  Cont~nittce cons~der it unfortunate t l t t~t  in the name of 
economy, ea~er imen t s  of doubtful. nature have been tried on such a 
large scale. It was Lrought t o  their noticz that an enquir?~ had been 
ordered by  the Mintrter, works H o u s i ~ g  and Supply in this case 
and the matter was also separately examined by  the Chief Technical 
Examiner. The  Committee desired t o  be furnished wi th  the  copies 
of these reports of enquiry and the final action taken by  Govern- 
ment  which are still awaited. It should be expedited. 
Acceptance of sub-standard work and avoidable expenditure due to 

defect i n  a cofitract-Para 42, Pages 41-42. 
225. Two technical examinations of the construction work of 240 

quarters in Rehabilitation Division No. 111, conducted by the Chief 
Techdical Examiner in August 1958 and August 1959 revealed certain 
defects. 

The first examination o f  the work conducted in August, 1958 re- 
Qealed that the plaster work had been. very poorly done and the 



smaU reduction in rates already made by the Executive Engineer 
from the contractor's bill was inadequate. The second examination 
conducted in August 1959 further revealed that (i) the strength of 
the mortar used in brick work was about 60 per cent of the normal 
stipulated specification and in vlcw of this a reduction of 33 1/3 per 
ccnt had been made by the Excwutive Engineer from the tendered 
rate (ii) the internal plaster, though totally unacceptable, had already 
been paid for at full rates in the running bills; and (iii) thc exter- 
nal plaster for which payment at full rates was already made by 
the Exccutive Eng~necr w : ~  defectivc and would deservc cnly 90 
per cent of the tendered rate. The total overpaynwnt of Rs. 72,326 
as assessed by the C.T.E., was stntcd t o  have been rcco ~vcrcd from the 
contractor and disciplinary proceedings had been ini: iated against 
the ofikers responsible for the lapses. 

226. In evidence the Secretary, Ministry of Works Housing and 
Supply admitted that it was a very bad case and action was being 
taken to fix responsibility for the various lapses on the part nf the 
Executiw Engineer and other staff. The Conz~nittee w o u l d  : ike to 
be apprised of the final wtion taken in this case. 

227. Another fsct which attracted the notice or the Comm~ttee 
in this case was the il!ahility of the C.T.E. to detect and report all 
the defects in c.onstruction at the first instance. It was urged by the 
C.T.E. i n  evidcnce thnt his organisation was not expected to carry 
out a cent per cent check of works nor was it possible for them to 
do so because of paucity of time and personnel. The C.T.E. carried 
out only test checks of works but, in cases like this, where serious 
defects were dctccted during test check, a more detailed inspection 
was carried out. The Committee are not satisfied with the e.rplana- 
W. In para 83 of the 25th Report, Vol. I (1959-60) the Committee 
had desircd that C.T.E. should extend his scrutinv to a larger number 
of P.W. transactions. In the present case they are of the opinion 
that having discovered certain defects in the plaster work during test 
oheck the C.T.E. sltotild have proceeded with a detailed examination 
of the work. Had this been done i.t would have been possible to get 
the defects rectified by the cotWactor. 

228. The cases mentioned in  the preceding paragraphs indicate 
how lack of supervision and technical examination of works execut- 
ed by contractors had led to acceptatwe of sub-standard worh.  T h e  
Committee would urged upon the Ministry to  take suitable steps to 
tighten the machinery for supervision of the work of contracts and 
take deterrent steps- against those responsible for sub-standard' work 



hgment to a contractor an advance of .work done-Para 43 
229. The work of construction of a multi-storeyed building (Krishi 

Bhawan) was awarded to n thr *;f cmtracturs on 4th Februar:.. 
1955. The cement required far the work was to  be supplied by 
Government. Although thc Cenlent registers maintained for the 
work sho\vcd that upto 20th R l ~ r ~ h ,  1953, thc cement consumed was 
only 89 tons, cost of 190 tons o f  cement was rtcovered from thca 
Second Running Bill of the contractor p a d  on 31st March, 1955 for 
work measurcd on 20th March. 1955 Invest~gations established that 
lneasurcnlents for work ~ncludcvi !n the Srhcontl Running Bill were 
fictitious and lnfiiitd and were rcwrdcd before the uon~iccted work 
flad actually htwn cxccuted. The c*sc.ess quantity of ccment showed 
in the Secrmd Running Bill lvns nmdv good hy mhst%qucnt issues of 
cement. 

230 Wlth regard to thv thsciplinary risptbct of this case the Com- 
 rutt tee werc mformcd that a junior t?ffictr was rrspnsible  for the 
irregularity. Bcing inexperienced the officcr had recorded fictitious 
masurments  to avoid lapse of funds. Then. was no rnala fide. 
However, having regard to thc satisfactory service rendered by the 
officer d u r ~ n g  the substquent perltd had hem warned for the irre- 
gularity The Cmrrn~ittue fituf ~t difirult to accept this. In their. 
npinio~l I ~ L I I L ~ C Y I ~ I ! )  z ~ i t h  o r q i  r~1Z records md prepuraticm of a jictz- 
tiolrs hr 11 w e r e  v m i o t r s  cifft. t l c~s  wiii(.h desurlwd deterrent punishment. 

I-'urc.ilrrst. 0 1  xtores riot requn-ed- Pcrrc~ 44 
231 In c(rtinuctlo:l wlth tht. con.structlon of a Dalry Building, 

the 'E' Dlv~sion o f  CPWD obtalntd, through the Director. General, 
Supplles and Disp)ml:,. In March, 1959. 10 tons of Acid and Alkali 
rcsistng ccment at t h ~  ratc ( f Rs. 10,080 per ton and 65 tons of Acid 
resistmg cement iit the rat(% of H.s. 700 pcr ton at n total cost of 
Rs 1.47,480 ~ncluding R;lilwny frc~ght  o! Rs. 1,180. This was done in 
spite of the fact that  cwllcr, In F'c.bruary, 1958. a supplying firm had 
informtd thc CPWD that, i n  the opinion of the manufacturers in the 
United Kingdom, Acld and hlkall resisting ccment was not required 
for setting Cast Iron Crids. A major art  of the floorlng for which 
these specid types of cement were purchase was, however, done with 
ordinary Portland Cement with the result that stores costing 
RE. 1,28,717 became surplus to requirements 

232. The Committee were informed in evidence that the C.T.E. 
had inquired into the circumstances leading to the  purchase of special 
cement and his report was under examination by the Ministry. The 
Committee defer their ccrtnments in this caqe pending receipt sf a 
detailed note promised to them by the Secretary, Ministry of 
WX. & S. in August, 1961. Meanwhile they would urge upon the 
2050 (Aji) LS--7. 



Ministry to expedite the disposal of the surplus cement as it is re- 
portad to be deterioratfng. 

Overpayment to ol contractor due to now-obserrwtce of rtrles-Para 
46- 

233. The final bill of s contractor drawn in Mhrch, 1954, a b u t  
eeven years after the  completion of R work, revealed an over pa\*- 
ment of Rs. 51,157 representing:-- 

(i) Difference in t h e  ratcs for acidition:rl, ;~ltercd and sub- 
stittkcxi items of work paid on Running Account Bilis 
upto March, 1947 without the previous approval of the 
competent authority and those ultimately siinctioncd in 
August, 1950 ---Rs. 48.478. 

( i i )  Non-recovery of cost o f  materials ctc,  supplictl to the c w -  
tractor-Rs. 2,679. 

After scttlng off a sum o f  Rs 14,708 afi,ii!l.t : h r b  w m s  due  to til- 
contractor, t h e  b a l a n c ~  o f  Rs. 36,449 was to lw rccovc~rrd. At t h  
instancc of t hc  contractor tllc casc rdclwrl  to .\rbltratlon ~n Julj 
1957 and t h r  Award was still awmtcd Dlsciplinnry procct~ding~ 
starttxi in October, 1955 against thr Excc,utl\~ Fhgincer conccrncd, 
were dropptvl in January. 1960 in considt.ration of all factors a n 3  
circumstnnces of the  rase includinq the record of the servicc o f  : ! I .  
omcer. 

234. In extcnuation of the delay a t  dlfter~wt stages in the iinali- 
sation of the accounts of the contractor the Chief Engineer C.P.W.D 
informed the Committee that after the work was completed in 192: 
there were many changes in the Department. Most of the ofic:31> 
had migrated to Pakistan. 

235. Thr Committee are not satisfitd wi th  t h c  above expla~tatctw~ 
I t  was brought t o  their notice that the Executive Engineer made h77 

recommendations i n  regard to the rates for. the additio9laZ/substit1it~d 
items on the 2nd January 1947 b i ~ t  the f i m l  rates were approved b y  
the  Additional Chief E%gineer in August, 1950-after tJ)ree and a 
half years. Thereafter i t  took t h ~  Department four years to  prepare 
the final bill. Obviously the entire delcry cannot be attributed f . 
changes resulting from Partition. In para 81 of their 25th Report 
Vd. I (1959-60), the Committee hnd observed that due and pmtnpt 
action s W d  be taken in all cases where delay in settling the 
accounts of a contractor c a m  to notice. They desire that the r e a m  
for inordinate delays in handling this case should be investigated 
and respotbsibility fixed. 



h s  of revenue due to d d a g  in conlpletio,t of ancillary service,:- 
para 48. Pages 44-45. 

'236. Cases invdving delays 111 the provisiun of ancillary sernces 
in rcsidentlnl burldl rigs w h c h  rusu! t L Y ~  111 loss of revenue to C;ovet.a- 
ment were reported t o  tht. C o ~ n l n i t t w  through Audit Kcpori. ,  
(Civil), 1959 and 1Wl. m t l  were dcalt 1 ~ 1 t h  ~ n  paras 89 mc i  191- 
1% of thew 25th a n d  34th R y , t l : ~  susptLc!~vcly. T t ~ o  such ca-ch 
have been rnentiotwd in the Aa&t 1x1-3 cited above. 

237. In evidcncc it w'ls urgrd thsrt thc~ period of two rnrlnth.;' for  
the complet~on d ancillarv wrvices as suggestcbd hv Audit was yrrltt? 
inadequate and that a ~ I I - 1  i.ig o f  S I X  monthr: wo:ild he r . rasfmabI~~.  
In order to avoid delays In the provi:;ion of intern;il wrviccl; lii;l-- 

electrical and snnitrrry fitling;; t h ~  CP.W.D. were nowr nwardmr 
composite contract-; rcquir;ng a sirlgie agtmcy to r1(1 both the cotlstruc- 
tion work a:; well as installation of ancillaries. As for external vbr- 
nces viz. provision of electric and wat:*r :upply cnnnectmw, smv~i  age 
etc. the C.P.W.D had tn depend on local bodies over whom t h ~ v  had 
no control. 

238. The Co~nmittee are concerned to  see such cuses recurring 
year after year. Even granting that n time lag between the construc- 
tion of a building and the provisiort of other services is t~navoidahle 



139. I n  i>irrii  89 c ' f  ~ E h c e ~ r  ' ~ ' ~ V + . I I ? > . .  lift11 R4apir i  the  Public Accilunts 
C ' c : t r ~ r ~ r ! ! t c ~ c  (1!15!1 f ;01  ir;iii i ~ ~ ; : + . t l  :I;> 1 1  tilt. M : ! ~ l : , t ~ - j  ct f  W.H. & S. to 
liikf. proijt r  ' . ; 2 4 y ? :  tor r.11!-urc3 twt!d,r i . ,u~ ! -c t in :r t i c , r~  i~c.t\vst:li t h c  C.P.W.D. 
i m ~ i  Itit: . ! h ~ l b i !  A ~ I I : ~ I ~ * I I > : ~ ~  : 4 .~~!h~~r i l  9 1 .  ~-~pt~ri;i l!: ;  ::I tilt: rnatttzr of an- 

, . c . i l ! .~ry  !..I r \ .~t*~.<. .  Tht. t"(~rrlsr.~~ttlv. *n:cbr,. ir~lorrr~cbci 111 cwiclrmcc thnt at a 
, . l i i i ! :  :ic.l(i i i t  I ! W  ;J !:ugt.:i-!:liriii ,v;is mndc that ;1 s ~ r l j l l ~ ~  ilgt:ncy l ike 

t h (  ( '  I i . \ V  I ) .  : : l i : , i ~ l r l  t * i ; : i ~ i : . ~ + . d  with i ~ ~ t h  thc* c.onstruc:~on of  build- 
I I : ! I I :  . Th,. L)t*lhi Municipal CI-11.- 
]u'rat.ic~n wcbrc5 itgri~'i:hl(* 111 this j ~ r o ~ ~ s i 1 1  provided t h c v  w t w  q iwv  n 
I : I I !  1 3 :  r 1 l o :  1 :  n  1 : .  Thc Com- 
nl~ttc-t. rcs&;rf*t t c b  ob!;c:r\;c~ th;il ;I c lr~ i s ion  is vt.1 tn br renched w e n  
? lh1111j!h two vc*nrs h a w  passcd. 

"40 ' i ' t r c b  r . ~ \ ~ ; ~ ! c .  ~ ~ . l r - ! v . ~  I',.cllllrjrljr > l l p j ) l l l ' ' -  1 1 f  11n-!ill+ re 1 1  \v;itivr for 
cc>nstr~lc- t~on o r  i r~~ i l c l~ - l r l \  tl;ivr 1 1 1  clntcr i n t c l  i~grtscmcwt 1 ~ 1 t h  GOY- 
vrn~nr\nt  whivh -+ I j ) ~ ~ l ; t t t ~ ~ . . ,  f t t ~ r  u l?n  

I t  \v;\s nnt~wct  cluring 1wal audit in .\pril. 1960 thnt in a number 
of cases the pro\?is~onnl n n ~ o u n t  o f  Rs. 400 had been deposited but the 
additional nrncwnts r r ~ n \ ~ r i ~ \ d t ~  had not been a s s 4  nvd realized. 
?"hc vsact ,amc~unt frcm thc pnrties could not tw worked out as the 
accounts were not f~nnliwd bv the Divisional Officer. The accounts 
of assessment and realisation of the amounts due were also found to 
be incomplete in many respects. 

341. Thr Committrc were informed that  in 77 o u t  of 117 cases 
referrid t o  in thc audit para the outstanding amount had been 
aascssed at Rs. 39,768 and a sum of Rs. 24.000 had actuallv been 



As efforts madc by thc Drvision t : ~  r c c . f ~ \ w  ttrc a l ) o v r ~  hi l lns  pr~~vc!d 
futile, the question of rwovcrv from on(! 01' thtb ront,r;wtor.; had 
been referred to arbit.ration. Rcsponsihilily Tor t h  ovcrp:ty:nents 
and non-rccoverics had not hcen fixed t i l l  Dewrnhor. 1960. 

343. Thc! Cornmitter * u.cbrcb informed that t h ~  contractor wanted 
to  place the matter  of rates before the arbitrator which was noJ  
permissible under the terms of the  contract. Hc:  had taken up this 
question to a court of law and the  matter was azih j d i c e .  

244. The Committee art? gravely cojlcerned to see the inordinate 
delay in  handling this caw.  They would like to  hi, informed of the 
fanal aritcome of this case. They deplore that no action pas been 
taken u p  b y  the Ministry to fix responsibility in the matter. The! 



Committee would like to be informed as to how mucia tinu! it 
u i U  force to jinnlise t h i s  action. The Secretury promised in August, 
1961 to f icrnish (I nofe O I L  this case I U I ~ ~ C I L  is sfill azuuited. (March, 
1962) . 

245. Gover lm~o~t  sarict~onid An illarch, 1956 t o  the then Delhi 
State a short tcrm Inan ot Rs.  20 h k h s  carrying intercst at 31 per 
eont per ~ ~ ~ G I I I  101 thc purpcisc of :4cqiuring l a r d  ullder the Low 
Inccr!ne (;youp Housing Schtrnc. 

01, ;j is: ,14>tr,:ll. 19.X. : l icl  St;itc C;ovc.:-nnlcn: wi:.htlr-rw a ?urn of 
E2.. !!~.9ii,('r00 a n d  ! c i t i p t i  i r  !!I ! i ~ l  ruimwl ;rcrbr,unt of' :I departmental 
(!ffjjccr (c:utiic!tl G~:\-c- l -r- i : ; :~  :;: ac.; aunt I \vh!ll tli(: S:;~ttdj;;mk of India. 
The Stnte  Gt)vcsri:in<iit ri1.i mi: i~:;iisr. :hp nic:tlc*>. ior I ~ W  purpose for 
which it \ V ~ S  i n t ~ n d i y i  : . t ? i ;  ;\'!tIi 1 1 1 ~ 9  IY'IXYI] ( s f  tht: p l ' f  C' St3tc.s Act . . 
:hp Delhj St;::c~ \v::s i ~ : t c s < ~ - , . ! ~ , i !  r\,:;h r h t ,  : ~ r ~ i ~ * ! l  C ; ~ ~ . i v r n r n t ~ r ~ t  on 1st 
~ c i ~ ~ r ~ h f ~ l ~ .  '!15(i ? ?  y~?!;c> of' : - ~ ~ p t ~ : ~ i f ~ i ~  :!LI~:;:  o ~ ~ t i f ~ ( ~ : ? ~ ~ w  1 1 1 ~  D ~ j l l j  Ad- 
11:inis:r-atitin d ~ d  n . , t  r.r:~'r:rid the, ?n?tiun!. J I I : : ,  :b(' t lvastlri  for a long 
i ime.  It was t-m?y 2 f ~ c r  pc.r;ic:cnt rwninticv-5 froni Audit that the 
m m u n t   as rc i 'undd i 3 1  :'OLI:.  :~~l ; t ; ! ln-wn~s  i . ) r b : \ v c > n r ?  Octoiwr.. 1957 and 
Stl.~tcn~btlr. 1960. 

317. The  Corrzm~ttve t i y e  r ~ . c r o ) l i . v l ~ r d  ;o i ~ w r  :,rri, (I statrrnmt from 
t i , ,  .Mtnistry s f  Fzncrnce Thv~r  full!i a y r w  w t t h  the Comptroller & 
.4vdiicir GPllerd that nf tcr  : h ~  or r j l i r ~ 1  .'.('114?n~ f o r  whwh tlae h n  was 
sanctum4 ZEUS ahuvdoil(ld i l ~ ~  cnt t te  ammr t i t  shrmld luwe been re- 
f~tnded b!/ lhe Dclhi Aci~nzni.utrnf?on in:;:eacl o f  cont;nuing :o keep it 
orrtsidp Goca~tznwnt rrrmunt. Sums could b~ dtmon on otlwr ~chemrrs 
as cfrrtl when the?/ were finrrlised. The Committee f e d  that there 
shrw.ild be r u ,  s c q w  for &niht an s w h  finanrial mutters. In  future the 
Nrtiistries roncerned with ~nnctioning of p a n t s  and loans to States 
shmild take pmpw steps t o  enmm that the f r r n d f :  are p n p v l g  ritili- 
ecl h!/ thr l a t t ~ r  nr rclundod promptly when not required. 



Chief Technical Examiner's Organisation--Para 53, Pages 48-51. 
248. The Audit para gave a resume of the activities of the Chief 

Technical Examiner's organisation during tho half year ending 31st 
Declember, 1959. The total figures nf the overpayment detected and 
pmvisionally assessed, overpayments admitted and the amounts ac- 
tually rmwered .since the creation of the organisation (in May, 1957) 
m e  as shown below: 

-..- 

Chrcrpoyments 
admltted by the 

~xccut  ive Engineer 
4n.i I 1 t imted tn 

. G C K  for watching 
rccovery 
Rz. .. 

. - - 
60~78 3 

r , r H , ~ c i . t  
2,26476 
'.83,371 
3.47,Rr r --- - 
9.72.606 

... 249 Tht. S ~ ' ~ l t ' t r i ~  i? iI~n~st l?  o f  IVorks, Htrirsing 6: Supply explain- 
cd to  thc  C(~r~ ;n l i t ? i~c  ~ h n t  t h ~  ~ n c - ~ r i s e  111 t ! ~  nunlbcr of cases of 
ovt r p ~ y i n r ~ n : >  clt~tt~~wd 11y Ch~thf Tcchnical Exammer was due to the 
C X ~ . ~ X I S ~ O I I  i# f  thr :~ctivit ies o f  the CTE's organlsation. He added that 
thc pcwtant;qr of r l d  t ~ :  lvt. works had actually decreased. Duing 
thr. pried .Tun(, ! I  I ) w  ~nht>:  . 1937 (but ~ j f  301 cases examined by the 
C. 'T E , 2Wl c a s w  \ v m *  c80mnwnt cti upon by him which eame to 
ah;ut H"', This pwtbntage had come down t o  73 dunng July to 
Dtwmbrr. 1958, t l b  65 durlnl! .J;uluary to June. 1959 and to 52 during 
Ju?y t r ,  Dcctml>cr 1959 The Chwf Technical Examiner e x p d  
th t  opinion thn! thla ~ntl*c.;c?tci ;in mprovcn~cnt In the quai~ty of work 
don? by lhc C. I' W D. I n  reply to a question, he observed th.t 
cf u r i n ~  July-Drccmbcr 1960 the perru'ntage of cases commented upan 
wnq 58 Askrbd i f  this pcrcwltapc itld!cnatwi 11 satisfactuay position, 
the CTE explirlntlZ that nrrlwng at any conelusitm on the basis of 
pwwntrgv etc. wilI not g ~ v c  thc correct position. 

250. It& the crhscwt~ of ang other indicators, the Committee win 
perforce h a w  to be guidcd 111 this ncatter by the petcentage of works 



commented tlpon by the C.T.E. Even with a teductwv in the per- 
centage figure, the Committee are not able to  share the satisfaction I J ~  

the C.T.E.; for with the expansion in the octet-tties of the C. T. E., 
even a stnuller percentage tilereof n~aght mem n larger number of 
cases. In para 21 1 of their 34th Report, tlre Public Acccnmts C m -  
mittee had desired tltat the C.T.E. sitould present the results of ins- 
pections carri.ed out by  htm tn S U C ~ Z  n manner a s  would ennble the 
Cmn~nittee to come to sonw conclusions about the working of Ehe 
C. P. W .  D. They desire that this szqgei.tim should hc inrplemerated 
without further delay. 

251. The Committee enquired \c-hy the C. P. W. D. sl~ould take so 
long a time in recovering from the contractors the amounts of over- 
payments already admitted by them. Thc Chief E.ngmrt*r stated that 
in many cases the contractors went in f L r  arbitmt~on and recoveries 
were held up pending the completion of xrbitrnt~on proceedings, 
The C. T. E. observed that out of told over-payments of R s  38 la- 
detected by his 0rgani.satmn upb June 1961, the amount :~drnitted 
was Rs. 2 3 4  l&5 and that actually recovered was Rs. 6.34 lakhs. As 
regards hiplmnary cases i t  u w  stated that out of 39 cases, which 
had been referred to the M~nlstry of W.H. & S., 25 had since been dix- 
posed o f .  I n  order to get a correct picture of the positurn. the Corn- 
mittee desired to be fwtz~sherl w i t h  a detailed iwte mr the subject 
which is still awaited. 

Delay in $iurLi~ntiun of prozwtoml pa?~nt t v~ t s - -pora  56. Pages 53-53. 

252. The D.G.S. & D place, a Large numtxr of contracts wtth a 
price variation clause in regard to freight and custurn.5 duty etc. 
Payments against these ctmtlacts are made initially at prowsioaal 
rates and finalised subsequently h r d m g  to Audit thew was un- 

xc delay in the f b t i c m  trf such provisional payments 327 Ac- 
ceptances of Tender made in\-olvtng payments agpgttting Rs. 1.10 
crore made during the period 1951-52 tc1  1958-59 were awaitmg fin- 
disation. Similarly provisional payments made agnl.nst 248 rate cnn- 
tracts entered during the period 1942--58 had not k e n  finaJEscd 

253. According to the D.G S. &. D. thr following mascrns account& 
for the delay in finalhing the provisional payments: 

( i )  Rcsistcnce on the part of supplying Arm kr furnish nc.ajas- 
saw d(mmentsiinformatinn to the D.G.S. 6 I). in thorn 
caws whcrc thr. final settlement wah likely to be un- 
favourable to the firrnq. 

(if) Non-receipt of nrp0rt.s from the c o d p e e  about the re- 
ceipt and acwptrrnce of material , 



(iii) casea under dispute which w a e  pending before arbitra- 
tion/law courts. 

A separate wing in the Directorate was now dealing with tbese 
ca~as and it was claimed that substantial progress had been made in 
the liquidation of arrears. 

254. Th.c Committee are alnrnwd at this state of ajjruirs-cas~~err of 
provisio~url payments awaiting settlement even after 10 years lrad 
e-ed. They feel that Gmernment had not been fitm in dealing 
with the f i r m s  which defaulted in furnishing the requisite informa- 
tion. A time limit should be given to such f i r m s  within which they 
should furnish the r~quisite infrw~ncrtinn to errnhle Government to 
settle cheir crises. Covenr9nent might also cms idm the fewihilaty 
of s~sptnding dealings with the firms which arc recalcitrent. The 
Committee umdd like lo he apprised of the progress made bg the 
D.G.S. & D. in tltr settlement of old cases and tlie financial e8ect.q 
thereof i.e. e.rtm pa!/nwnts made 91. verooeries ~ffffect~d f ~ o m  the 
firms. 

Tlw Cortrttrrttet. were rnfonned that wIrrle old cases uv+e being 
Itquadated, tlw anf?otc of new cases toas also vety large. Thig in t h ~  
Contnut tee's vteuq, tndrcates p-ocedurnl defects whtcii require w- 
~trediatr* att ~ n t t o ~  of G ~ v w n  ~nent .  

Delay i t ?  t 1t.e f i t t ~ 1 1 ~ u t l ~ m  of ~troz'isif~r~al pa$/ rnet~ts to  oil wrrapuvr w s 
-para 57, pages 53-54?. 

255 In January, 1061. the D.G S.& 1) entered into five rate cnn- 
tracts wrth 011 companies for the supply of road dresstng rnaWna1 
e.g. B i t ~ m l  and Bitumen emulsion etc Thc contracts stipuln!ed 
payments at provls~onal rates pending finalisation of the prices Qn 
the bacis of the cost of prrwluction plus an ag& margrn of profit. 
One of the firms went into liquidation tn 1932 and the m t m c t s  
with the other firms were mt~ndeci f m  time to time L i t e r  in the 
years 1955, I S 7  and If69 thc provistonal r a t e  werc revised and :t 
was provlde<l that the prowsmnal payments werr subject to final 
adjust~cnt  cpri the basis of final price fom~ula to be decidqi upm 
by nrutual apcenwnt Iwtwccn the f i m  and Government m duv 
courw In September, IE)60 Govcrnmc?nt ctmcluded an algreemtani 
with t h ~  Companies wherpbg a11 payments made to them prior ti) 
1st April. 1E9 were treated ,as final om an nd hac basis. Amxding 
to Aud!t i t  was ntd lrrpsiblc to state i f  the ad hot scttlenit~nt h d  
adeqrtataly safeguarded the interest of Government. 

256. The D.CS. br D infornwd the Committee that with regard 
to  the supplies made by the tinu upto 30th Sepbmbet, 1955 
payments had bocn Analismi an the basis of cast af producti~wr and 
the a g m d  margin of profit. For the subsequent period an 8(( hac 



settlement was reached with the firms. He added that as compared 
to tbe price paid for the supplies made prior to  September, 1955 the 
ad koc settlement could be deemed to have resulted in a saving of 
a h t  Rs. 1 crore to Government. The Secretary to the Ministry, 
however, admitted that in the ab.sence.of information regarding cost 
of production etc. in respect of the supplies pertaining to the period . 
195559 it was difficult to make a correct assessment in this regard. 

257. The Committee do not krsou? what pronwted the Supply 
Orgcnaisatiuv to t'11ter into cost-plus contracts with the oil cwapanies 
espciall!/ tclren as admrtted by the D.G.S. &. 11. in the coztrse of 
eradenct th& rile firnu tvtvi? not prompt it1 ftinmhirig the requisite 
mfo~nzcltaon in res-pct of cost of producticnl d r .  m i d  t h e  wcrterial 
Lmng a by-product ~t um d i f l m l t  to fi.~ its cost. 

258. & regards the firm which went lnto I~qudat ion the Com- 
mittee were informed that prlce for the matcnal suppl id  by ~t was 
assessed on the basis o! s m ~ l a r  prcducts supplied by another 
firm An ovt.rpnyment o f  Rs. 5.94 lakhs had bee11 assessed and the 
quwt~on of 3ts rwwery  had been takcn up w ~ t h  the liquidator. 
The Commttee umild b k e  t o  be app~iqcd of the  progress made in 
the recovery of this amount. 

259. When materds are mued dirty: t o  n work, ii detailed 
account. called the  material-at-site account of  all  mritcrlals jssuaci 
tc ul retulilcrl. from the work IS rqu , rcd  to hc kept under the 
Departmental Rules. The preparation of these accounts fell into 
arrears durmg the la4t War and remalned so far long. It was 
eventually decided in Dwemebr, 1955 to dispense with these 
accounts for the period prior to  Aprd 1951 on the condition that a 
broad compar~sion of materials issued to works aga~nst the ntimated 
quantities would be undertaken and that steps would be taken to 
prepare the  accounts from 1951-52 onwards. The broad ccbmparison 
had, however, not been undertaken or completed in a large number 
of cases nor were the accounts from I9!51-52 onwards prcperly 
maintained. 

260. In evidence the Secretary to the Ministry of W.H. & S. 
apprised the Committee that out of 346 items valued at Rs. 1 crore, 
243 items involving (Rs. 72 Iakhs) had h e n  cleared. 

261. The Cormittee attach great importance to pmyer mainten- 
ance t.14 uscounts of materials as thefr absence is fraught with all 
kinds of frauds, misappropriations, etc. They would like to watch 
the progress made in the finalisation of old caws through s u b q u c n t  
Audit Reprts. 



MINISTRY OF WORKS, HOUSING & SUPPLY 
Outstanding Recommendations 

DqMrtmeiltal esecutiwt of works, para 237 of 7th Report of P.A.C. 
(1957-58). 

262. A case of expenditure Jn excess of est~mates on the repair 
and maintenance of c ~ r t a i n  buildings carried out departmentally by 
the C.P.W.D. during 1952-1953 was reported in para 11 of Audit 
Report (Civ~ l ) ,  1956 In thr light of the facts placed before them, 
the Committee (1957-58) observed that the case d~sclnsed a serious 
s ~ t u a t ~ c ~ n  In regard t o  thc maintcnancc o f  i n~ t l a l  accountu by the 
Tkprrtment, as propc,r account of repair works was not maintained 
and even thv iiccounfs o f  the materials were not made  available to 
Audit at thc tlrne of Inspt ctlo~i nncl that this indlc.t;cd lmx control 
LII the C.P.W.D. cfvtbr 11s sttb-Dlvlsron.;. 'fhr Committ6.c felt that the 
warnmg ~ ~ a u t ~ i  to ihc  ctfTicor -. rrsptrnsiblr for ncsn-n~a~ntrnance of 
mntial i ~ c c ~ ~ n t s  and for laxity o f  financial rnntro! was no1 suffcien: 
punish~nt'nt am1 dr~51rryl to krlt~w whether a ? R ~ L  of the warning 
gnwn txid been kept In thelr character Rolls. Tn a note (Appendix 
IIV t o  :hc. 18th Rcport c 8 f  P.A.C 195&59!. t b r  Ministrv of Works. 
Housing (Y. Supplv stntrvl that  ;r nt,te of warning f,,r not imintaming 
thr. init~iti ncwunti  anti ft,: Insitv t , f  finnncla! control had been 
rwtrrdtd ru the chrt:,ictcr r .c , l l>  or thr c)Fficc.rs ccmeerned. The Com- 
11)1t1ty. (IXi8-59). i~cnvevcs~ ,  ckwred to be furnished wlth yart~culars 
t r f  oificcrs who WCIY' rt.?ipons~bIe for t h ~  ~ ~ i ~ r i ~ u ~  financial and 
xrountmg ~rregularltlrs Arcortfmgly. ;I note was submitted to the 
Cornmitttw (Appendix I S )  It transpired from this note that 
tflsciplinnry action hnd bcvn taken against 4 officers (one S.E. one 
E.E 6; two A. Es) f ~ r ~  delaying the regularisation of the excess ex- 
p n d ~ t u r c  through a completion report to the A C E .  "The officers 
were warmd and copies of these warnings placed nn their confiden- 
tlal reports as deshd by the P.A.C."As there was a discrepancy 
bdctween the statement of the Ministry, the Committee fdt  it 
ncvct;s?ry t r ,  mamine the Secretary of thr Ministry. 

263. In evidence, i t  was explained to the Committee that the 
Assistant Engineers who were required to maintain the initial 
sccounts had been punished but ofacers who supervised their wo&, 
namely, the Executive Engineers were nut ecrnsidered blame-wwth~. 
The Committee enquired why the E.E. and S.E. in charge of the wmk 
nt that time did not submit the completion report and mgularise 
the excess which had alrcndy come to notice. There was no 
satirdac.tory arurwcr to this. The Committee gat the impmrslan 
that while superior offkcrs (EE 6 SE) who held charge c~nnn* 



and were responsible for both the lapses uk. non-maintenance of 
jnitial accounts and non-regularisation of the excess, had been let 
off, those who succeeded them were punished for delay in preparing 
the Completion Report. They, therefore, asked the Secretary, 
Ministry of Works Housing and Supply, t i t  review the whole case 
and apprise them of the results thereof. 

264. In a note *to the Committee the Secretary has reiterated the 
earlier stand taken by the Ministry that no superior officer, Erru- 
cutive Engmeer and above, could be considered responsible for the 
intial lapses z~iz . ,  improper maintenance of accounts, and lack , ~ f  
financial control over the execution of thes:! works. As regards 
those who were held responsible for dday in rcgularising t h r  c>rPc:is 
expenditure, the Secretary has exonerated two officers ( S .  &) 
keeping in view tthc efforts made by them to exptdite thc matter. 
The note of warning previously administered to one of these officers 
has accordingly bcrn expunged from his character roll. The Com- 
mittee trust that :he Ministry will take care to .see :hat such 
situations do not recur as they will Impair the confidence of the 
services in the impartiality of the Administration. 

265. In connection with th~x non-production o f  material-at-rs~te 
accounts to Audit it has been statmi in the note: 

"Accordmg to the CPWD, the rnatrnal-at-site accounts for tlrr 
work were rna~nta~ned but  were not produced before the 
Audlt party probably because the Divisional Accountant 
had failed to call for the accrmnts for chrckmg and could 
not produce them In an Improper shape These arcntrnts 
are imt not9 avudahle an the deputtmcnt There IS, 
however, sat~sfactory evidence to show that such a c c w n t s  
I d  exlst Whether they were hemg maintdned propwly 
cannot be stated at t h ~ s  stage Non-prixiuction r i  
Material-at-srte riccounts and the failure to rai l  for tlrern 
from the S.D.0 was no doubt a lapw It is not, however, 
correct ti, mfer therefrom that no acn~unts  rpgardtng 
issurb of matcrrals wert  rnarntaintd rn thcb Division or that  
no crmtrol over their issue was exercised. I am, therefore, 
satisfied that ~nitlal  accounts of repair work4 cdn%?d out 
departmentally were maintained I' do not. thcrcfnre, 
consider that penal action against any omet?r for the 
ormssion pointed out by Audit is necemary." 

266. Tha Cmfni t t ee  are urrahk to draw the view taken by/ t k ~  
Secretary, Ministry of Works, Housing & Supply. Tlte fact tlrnt the - 

*Not printed. 



werial-at-s i te  accounts were not produced before the Audit Party 
atad the suid mounts or not available even now, lead t o  the con- 
clllsion that these accounts were not mxintained at all. While two 
Assistant Engineers have crlrendy h w n  punished for this lapse, the 
Cmmzt t ee  feel that the Executive Engineer. toha failed to keep 
proper watch has not bev* blamed for lack of ~upetvision. They do 
not see why Government is needlessly mild in this particular case. 
In the  opinion of the C.cnnmittee the case calls for a review. They 
wnuld like to be apprised of the re.sults of the review. 

Atreclrs rrf rent-Para 151 of 18th Repart (1958-59) 
267. The total arrears of rent of Government residences. which 

sku2  at Rs 18.1 lakhs on the 1st March. 1954, went ilpto Rs. 27.3: 
lakhs by the end of March, 1956 The bulk of the arrears pertained 
to pl emlscs occup~ed by C h w n m e n t  servants The Committee 
wcw then informed that although in  most nf thc cxws housc rent 
had twen collected from the Governrncnt servnntz. nmess3x-y adjust- 
m b t  had not hen made in the accounts of the Estate Omce. It 
wab add& that as a result of special measums adopted by the Estdte 
Office the outstandmgr; had been brought down to Rs 10.55 lakhs in 
Ikctvnbrr. Im8. The Commlttw felt that thrs pcts~tlcrrr was still 
ditquieting and desired t o  know the rtmnns for heavy amounts 
remaining rmtstanding for years They desired the Directorate of 
mates  to gc*ar up the mnchinvry trl cxpcditr the clearance of 
;+nears 

268 Tn a no:c. now subrnlt:~:! by :hr Mini~trv of Works Housing 
.A Supply i t  has h w n  stntr~d inter a h :  

"In cunscqut*tlce of thr~ huge constructron progr'unme in the 
Five Year Plans. the n~unber of  rczidenrial m d  office units 
for allotmtwt cont:nurs tr> mcrcnse ensiderably; and in 
recent yuan. this number has gnnt* sufic.:cntlg hiqh but 
the ~orrt~spcmdlng increast' in t h ~  staff cngagrd on the 
nsscssxncnt and rtwwcry o f  rc-nt o f  thew units has not 
been ndcqt1at.e to keep pace with the increased volume of 
work I t  has not been posiblc to  n u p e n t  the staff in 
proportion to the increase* in work due to the fact that 
the Special Re-orgimisatlun Unit of  the Ministry of Finance 
are working nut n new rent prmdurr. and the staff 
required for adopting it." 



of rent. The Conimittee would like to be apprised of the o-emr~- 
menduCiotr of the S.R.U. of the Ministry of Finawe and the artirw 
taken thmeorl b y  the Ministry of W.H. & S.  

Professional Inspection of Stores-Para 152 of 18th Report. 

270. A firm which had acted for a number of years as h a l y t ~ e a l  
Consultants to the India Stores Department, London applied on 11th 
April, 1951 for an increase of about 25 per cent in their fees. I n  
order to  examine the rcasonablcness of this request. quotations were 
obtained from other witable firms. The lowest offer then rcceiv~d 
was overall 2.3% lower than the revisrd rates sought hv the C w -  
sultants. As a t  that tinic, the 1.S.D had contemplated inking u r 3  
the analysis work in i ts  own laboratory, that Department dec~drd 
not to change the Consultants and paid the increaserl f e w  applied 
for by the firm. At the instance of A u d ~ t ,  fresh tenders werc invitrd 
and the firm which had submitted the lowest quolat~rm in I S !  
was eventually appointed as Andyticnl Consultants on the 12tb 
M w h ,  1%6. The delay of four years in deciding to appoint tf!  
new firm as Analj-t~cd Consultants had ~ n v o l v t d  (;ox.crnmr.nt *I 

avoidable expenditure o f  about Rs. 22,000. 

271. The Comrn~tter (!958-56) u-crt. IIOI aatlsfieci wlth t i t*  
explanation given for thc delay m appointing the ncw firm rwci 
expressed the opinlon that the respon~ibility for the loss lay 
squarely on the D.G.J.S.D. They desired that the matter shn:r: : 
be investigated further and a rcport submitted to them. 

272. In a note n~vw . ; t i t > : ~ l ~ t t d  by thv  hllnlstrj of W.1I.L.S :' 
has been stated that thc 1 S D took up consideratitm t ~ f  the questi~rti 
of increase in the fees of t h ~  Cansul!ants In April. 1951. 111 July 
1951, the Department took up the qutstion of expanding ~ t h  I J ~ ! ,  

laboratory and submitted in .Scptm?hr*r 1952 proposals for f h f *  
purchase of ncccssary cyujpmcnt (.to M(-nnxhilc, xltcrn:~!; r - 
ilcc01~modation was being warched f I r  the Intmratory and :!I* 

question of i t s  expansion remained pending till Fchrvary 193.1. wI1n1 
St was dropped. AS the firm of consultants had .served .satisfactctrtIy 
for more than 50 years, and on thc perfarmancr m d  techni:d 
guidance of the analysis depended t h c  cnnwt supply of s t ~ m . ~  worth 
millions of pounds, t h e  Department had to act with caution In  efffst- 
ing a change over. T h e  Ministrv hkq, therefore. cnnsidtstcd that durw 
to the complexity of tt.rc prhlinn, it would not be advisable tn 
initiate disciplinary action against m y  af the ofliccru of the Jndta 
&me Deparhnent, 

273. Tht? Committee are not satiqkd with the explorwrtion for the  
W a y  oat the part aj the 1.S.D. in arriving at a fino2 dGdrian not .tt. 



set u p  a depatlltmetttd laboratory. Bven granting taht i t  was not 
advisable to change the Consultants, pending jinal decision me the 
question of setting up a departmental laboratory the Committee see 
no justification for cruttinutng the old firm of C-ultants at &@tar 
rates for two years after February, 19% when the Pnal deciston waa 
taken. TIM Committee regret that the D.G.J.S.D., continued :n h s  
cmn wag till 1956, despite objections from Audit tn 1953 and 1XA 

NEW DEWII; C. R. PATTABHI RAMAN, 
The 17th March, 1962. Chatrrtcsn, 
Phalguna 26, 1883 (Saka). PubEtc Accounts C o n ~ v r ~ f t  ee 



P A R T  11 

Proceedings of the Sittings of the Public Accownts 
Committee held in August- Septe mber, November- 
December, 1961 and March, 196% 



Pr0ceediayZ.s of the 13th sitting of the Public Accounts Committee 
held on Thursday, the 17th August, 1961 

1. The Committee sat from 15-00 to 17-30 hours. 

PRESENT 
Shri C. R Pattabhi Raman-Chairman. 

2. Shri Hem Raj 
3. Dr. Pashupati Mandal 
4. Shri S. A. Matin 
5. Shri Purushottamdas R. Pate1 
6. Dr. N. C. Samantsinhar 
7. Pandit Dwarka Nath Tiwary 
8. Shri Ramji Verma 
9. Shri K. K. Warior 

10. Dr. Shrimati Seeta Parmanand 
11. Shri V. C. Kesava Rao 
12. Shri M u l k  Govinda Reddy 
13. Shrimati Savitry Devi Nigam 
14. Shri Rajeshwar Prasad Narain Sinha 
15. Shri Jai Narslin Vyas 

Shri A. K. Roy, Comptroller & Auditor General of India. 
Shri G. Swaminathan, Addl. Dy. ComptroIler & Auditat 

General. 
Shri P. V. R. Rao. Accountant General. Central Revenues. 
Shri P. K. Rau. Directo~. of Audit, F.R.S.C.S. & M., N N  

Delhi. 

Shri V Subramanian-Deputy Secretary. 
Shri Y. P. Passi-Under Secretary. 

Ptesent during the examination of the Ministry of Food & Agriculture 
(Department of Food) 

Shri B. B. Ghosh, Secretaty. 
Shri L. 0. Joshi, Chief S e ~ e t a q ,  Delhi Administtation. 
Shri S. C. Bhattochaq-, Chief Pay & Accounts Olgrieet. 
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Present during tthe examination of the Minis- of Rehdbilitation 

Shri Dharma Vim, Secretary. 
S M  M. G. Kaul, Joint Secretary, Ministry of Finonce. 

Shri A R. Shirali-Additional Budget Oficer. 

MINISTRY OF FOOD & AGRICULTURE 
(DEPART~~ENT OF FOOD) 

Audit Report (Civil), 1961-Part I 

Swpected misappropridion of Governnent money, para 21, page 22, 

2. Special audit of the accounts of securities of an omce in June 
and October, 1959 disclosed loss of cash received as security and other 
misappropriation aggregating Rs. 40,640. 

3. The Committee were informed by the representative of the 
Ministry that the misappropriation was not due to ebsence of proper 
rules of procedure. Failure of supervision in enforcing the rules 
prescribed as regards accountal of security deposits, their conversion 
into National Savings Certificates and safecustody of the latter had 
led to the misappropriation. The Chief Secretmry, Delhi Adminis- 
tration, added that rules were being followed rigidly now and defects 
pointed out by special audit had been removed. 

4. Asked why the cashier was permitted to keep the Certificates 
with him instead of depositing them in the Reserve Bank or District 
Treasury as required under Rule 281 (2) of the General Financial 
Rules, Vol. I, the witness sbated that under the rules, the Accounts 
OfBcer had to make arrangements for the proper custody of the 
Certificates. He had failed to do so. When in 1959, the irregulari- 
ties were detected, he had already retired about a year earlier. At 
present, however, the securities were kept in the custody of the 
ofacer incharge of the section under the double lock system. 

5. h regardo the action taken egainst the delinquent ot'kials, the 
Cumxnittee were infonned that prosecution had been launched in 
three cases where there was proof of defalcation. Departmental 
action was being taken fn respect of other lapses. In reply to 8 
question, the witness stated that prosecution proceedings had bsco 
launched against the cashier. The Assistant Cashier, who bd 
helped the Cashier, had plPo been suspended. 



6. About the progress made in the departmental enquiry, tb 
Committee were informed that the witnesses were being examined. 
The retired Aocounb m c e r  had been summoned as the oaahier 
alleged that the money withdrawn had been passed on to him. To a 
question why prosecution proceedings had not been launched against 
the retired Accounts OfRcer, the witness stated that there were two 
such incumbents drawn from the Defence Accounts Deparctrnent 
during the period 1953459 and that the Anticorruption Department 
plgs trying to find out which of the two ofRcers could be held crimi- 
nally responsible. 1 

7. The Committee enquired how the defalcation escaped detec- 
tion for so long. The witness stated that the defalcation came to 
notice when the security of a claimant for refund could not be traced. 
The Audit parties also did not find any defalcation till then. At their 
suggestion, a physicel verification was done in 1957-58, but it did not 
also reveal anything. The Comptroller & Auditor General informed 
the Committee that the Audit parties had consistently pointed out 
the undesirability of the cashier holding huge cash balances. The 
necessity of keeping securities with the Reserve Bank of India was 
also brought to the notice of the Department in the inspection report 
for 1951-52. But this was not egreed to on the ground that it would 
involve considerable labour. The Committee enquired whether the 
Defence Accounts Department was apprised of the alleged complicity 
of the Accounts OfRcer so that his pension case could be withheld. 
The witness stated that the officer concerned had retired much 
earlier than the detection of defalcation in May, 1959. The Com- 
mittee desired to be furnished with information as re- (a) the 
date on which the Accounts ofacer retired, (b) the &te on which 
'pension was sanctioned in his favour, and (c) the date on which 
his complicity in the defalcation was suspected. 

Genera2 irregularities in the mounts of the scheme for the putchaw 
of foodgrains 

Loss an account of long storage, para 22 (a), page 23. 
8. According to the Audit Report, there was no systematic 

arrangement to ensure that the grains received earlier were disposed 
of first to avoid loss on account of deterioration in long storage. In 
ffve depots alone, grain weighing 85,815 mds. valued at about Rs. 17 
l a b  stocked during October, 1954 to June, 1958 had not been dfs- 
posed of (March, 1961). Some of the stocks had been declared sub.. 
dandard. 

9. The Committee enquired about the procedure Tor reviewing the 
&alr of foodrprafns. The secretary5 Depa-t of Fwd Ntd 

* 



that a continuous check of the quality of stocks was kept by compe- 
tent technical staff. The disposal of stock was not dependent on its 
age but on its condition. Finer varieties of rice can be stocked for. 
a longer period than coarse rice. The varieties of rice stocked were 
of better quality and as the fair plice shops did not take them there 
was accumulation of stocks. 

10. When the attention of the witness was drawn'to the statement 
in the Audit Report that some of the stocks were sub-standard, the 
witness stvted that certain stocks of 1954, 1955 and 1956 had slightly 
deteriorated but had not become unfit for human consumption. All 
other varieties of rice excepting Sela Basmati had either been taken 
up or were in the process of being taken up by State Governments. 
As regards the Sela basmati rice (about 2.000 tons), the West Bengal 
Government were not prepared to accept it. Efforts were, however, 
being nmde to dispose it of. 

11. The Committee enquired whether there had been any loss due 
to deterioration of rice in storage. They were informed that there 
had been no loss in the disposal. 

hfructuous rnoz>entent of foodgrains, para 22(b ) ,  page 23. 

13. There were instances of frequent movements of foodgrains 
from one depot to another, instead of direct movelncnts from the 
distributing centres, and also of supply of foodgrains to consignees 
from depots other than those situated nearest to the consignees. In 
16 depots alone, durin!: August. 1958 to February. 1960 a n  espenditure 
of Rs. 3-67 lakhs had been ~ncurred on railway freight and handling 
on movements which, according to Audit. could have bwn  avoided 
with proper planning. 

13. The Committee were informed that certain cross movements 
were inherent in the operations as possible demands in different 
areas could only be guessed up to a puint on the basis of the antici- 
pated production of foodgrains. In ordcr to minimisc cross move- 
ments, the bulk, about 50 per cent. and sometimes more, of the 
imported stocks were kept in part towns in view of the difRculty to 
presage the consumer demand correctly. But transport dLPnculties 
would nst pennit unlimited stocking of foodgrains in the port towns. 
Therefore, the remaining stocks had to be distributed to certain areas. 
Some stocks were also kept in the chronically deflcit areas. 

14. About the instances of movements of foodgrains referred to 
above, the witness stated that  n large number of cages related 
to the  movement of rice from Bihar to Bengal. One cam related 
to Calcutta where ~ O C ~ S  were issued to the State Governpent from 



a slightly far-away depot. That was done during the period of 
strike by the Central Government employees, when the local officers 
thought that extra cast was justifled. The Committee pointed out 
that the strike wes in July, 1980 but the cases under consideration 
related to an earlier period and thus the explanation was not rele- 
vant. They desired to be furnished with a note indicating (a) the 
number of cases where foodgrains had to be rushed to other Depots/ 
consignees in the jurisdiction of other depots during the period 
August, 1958 to February, 1960 justifying expenditure of Rs. 3.67 lakhs 
and (b) the standing rules/orders about the movement of foodgrains. 
The witness informed the Committee that the movement of food- 
grains was controlled at a very high level and unnecessary move- 
ment were avoided. 

D ~ p c r . ~  in conducting physical verification of stocks an& recording 
results thereof, para 22 (c) , page 23. 

15. The physical verification of stocks in storage depots WEIS not  
being conducted on a systematic basis. In many of the depots 
where only test checks were conducted. the results of such c h e c b  
were not being recorded propcrls in the stock ledger. 

16. The Committee were informed by the witness that according 
to  t h ~  instructions, excess of physical balances over ledger balances 
must immediately be t3kcn Into account and recorded in the ledger. 
But if there is a shortage. ~t has to be investigated before it is taken 
into the ledger accounts. He assurcd the Conlmittee that there was 
no gcncral failure to conduct physical verification and that the Min- 
isrry were satisfied \t,ith the procedure. There were individual 
lapscs which were being dealt with. The Conunittee desired to be 
furnished with a note giving (a)  the number of cases in which rules 
regarding physicr~l verification of stocks were not observed by officers, 
(b) cases in which their explanations were called for, ( c )  departmen- 
tal  action taken against the officers responsible for the lapses, and 
(d) the number of cases during the period under report in which 
shortages had been detected and the number of such cases in which 
investigations hod been completed. 

17. The Committee enquired about the system of stock verifico- 
tion. They were informed that centrally set up teams verified the 
stocks once a year, Loeal officers maintained the stock registera 
Sample checks were carried out in the ease of standardist?d bags but 
non-standerdised bags were further weighed. In reply to a quesr 
tion, It  was stated that as the programme was drawn up at tht 
Centre, it was in the nature of a surprise check. 



Defective weighment procedure, para 22 ( d )  , pages 23-24. 
18. According to the standing orders of the Ministry, the COD- 

signments of foodgrains were required to be weighed 100 per cent. 
if mn-standdised, and 10 per cent. if s t a n d a d i d  on arrival at  
rail-heads and again in the depots. Those instructions were, how- 
ever, not being followed in a large number of cases. The weigh- 
lment procedure followed on receipt of consignments in the depots 
was aLso not uniform. . 

19. The Committee enquired about the difficulties in adhering to 
the rules. The witness stated that weighment rules could not be 
observed at certain places because of physical difficulties, e.g., in 
Calcutta port 100 per cent. weighment was physically impossible. 
The Port Commissioner would not allow the stocks to be kept in the 
port for long. He, however, agreed that orders should be modified 
in the l igb  of experience and should take into account the various 
possibilities of the situation. 

20. The Committee enquired whether it vms at present possible 
to  fix the responsibility of carriers for losses in transit. They were 
informed that the railways were the major carries from whom con- 
signments were received in sealed wagons. In cases where trans- 
port was entrusted to contractors, a convoy was provided to escort 
the supplies. But still loopholes remained to plug which 100 per 
cent. weighment, if  possible, would be very satisfactory. 

Appropriation Accounts (Civil), 1959-60, Vol. VII, Grant No. 120- 
Purchase of Foodgrains. 

Audit Comments. 
21. Item No. 12, page 122.--S.S. Valiant Effort, carrying about 10,000 

tons of wheat valued at about Rs. 33-53 lakhs sank on 18-1-1959. A 
quantity of 624.8 tons was salvaged 

22. item No. 13, page 123.-S. S. Theodom, carrying 10,102 tons 
of wheat ran aground on 25-8-1958. A quantity of 5,733 tons of 
wheat was lost. Governmemt claim for losses amounted to Rs. 20.55 
lakhsl but a guarantee limited to f 85,000 (Rs. 11.34 lakhs approx.) 
only could be obtained from the underwriters. The claim for 
recovery was stated to be under erbitration (March, 1961). 

23. The Committee enquired whether these ship belonged to the 
Ziberty' Fleet and if so haw they were used on high seas when the 
condition attached to the Zfberty' vebbpels was that they should be 
usled for coastal areas only. The reprwrentatfve of the Uinhtty stat- 
ed that the vessels had seaworthy cmWlc&es. He was, however, not 
sure whether them ship were of the 'Liberty' fleet. Re odd& tb8t 



121 
after the Suez crisis, a large number of 'Liberty' vessels had been 
declared seaworthy and put into service although some of them had 
earlier been reserved for coastal trade. 

24. The Committee enquired about the reasons for Government 
getting only a guarantee for Rs. 11-34 lakhs while their claim f o r  
losses amounted to Rs. 20.55 lakhs. The witness stated that the 
value of the ship was of that order and a guarantee more than that 
could not be obtained. 

25. The Comptroller & Auditor General informed the Committee 
thet under the agreement there was an obligation that 50 per cent. 
of food stocks imported under P.L. 480 should be brought in Ameri- 
can vessels. I.S.M. had tried to obtain C-2 and Victory type ships 
but not with success. It appeared that incoming ships were bad 
and since the publication of the Audit Repod. there had been two 
more cases of ships running aground. 

26. The witness stated that I.S.M. had been asked to avoid old 
vessels but it was also a matter of availability of ships and freight 
rate. If a vessel had a seaworthy certificate and the freight quoted 
was low it was rather difficult to refuse its use. In reply to a ques- 
tion, the Committee were informed that the question of recoveries 
was still under arbitration. The Committee desired to be furnished 
with a ndt. indicating (a) whether the ships involved belonged to 
the 'Liberty' fleei acd had seaworthy certificates or were meant for 
coastal traffic only and (b) steps taken to guard against such losses 
in future. 1 

27. Item No. 15, page 123.-Registers are required to be maintained 
by Pay & Accounts Officer (Food & Agriculture) for linking the 
quantities of foodgrains despatched from docks to depots or from one 
depot to another with the quantity taken on stock by the receiving 
depot. A test review of some of the linking registers hrsd revealed 
that a large number of items were outstanding even though the 
grains had been transferred more than 2 years ago. The number of 
unlinked items togHher with the quantity involved outstanding in 
the books of Pay & Accounts OBcer for the grains transferred upto 
31-3-1959 was 7,935 involving 226 lakh mds. of wheat and rice. 

28. The Committee enquired about the target date by which all 
the outstanding items would be completed. The Chief Pay and 
Accaunts OfRcer stated that out of about 7,000 items only 900 bad 
been completed. Each and every item was being pursued and the 
work would h completed in another year. In extenuation of the 
rEow progress, thc Committee were informed that the transmfssio13 oi 



the accounts return was defective. There was no overcall discre- 
pancy but the linking of each'item had to be done. The Secretary 
of the Ministry dated that he would get the work expedited. 

29. Item No. 2, page 121.-According to Audit, Government deci- 
don  about the form of the Proforma Accounts was still awaited. 

30. The Secretary of the Ministry informed the Committee that 
discrepancies between the financml accounts and proforma accounts 
had since been reconciled and the figures had been accepted by 
Audit. He proposed to meet the C. 8- A.G. and Arlalise the form of 
Proforma Accounts. 

I'rrtgularities i n  the accounts of rural wnctiee p r o p e r t i c ~ ,  para 37, 
page 27. 

31. During the course of lvcul audlt 111 the year 1959-60 of the 
various offices under the Custod~an of Evacuec Properties of Punjab, 
it was noticed that no authentic records of the  agricultural lands, 
rural evacuee houses and shops had been maintamcd. There were 
also no proper rent demand and collection registers showng the rent 
in respect of bnd,  houses a!ld shops recoverable from the occupants. 

32. The local IIarrclgi;?=, ~ ~ f i c e r s  had i u r n ~ s h e d  tc, audit certain 
statements on the basis r ~ f  :he uns:iti:,f:ic!~~ry records m:ilntaint.d by 
them. According to the.+. :he arrears of r ~ n t  and l t ~ s c  money as 
on 29th February, 1960 recoverable frcm u~xluthorrscd occupants of 
land/houses and shops kvould amount to  about Rs. 50 lakl~s .  

33. The Secretary of thc Mlnistry exp l a~n td  ?hat in 1947 ivhcn the 
evacuees left, about 50 lakh acres of 1:tnd and c~ther rur;il property 
came into the possession of thc Pun jab  Government who had been 
appointed custodians. The Financial C(~rnrnissioner of that Govrrrl- 
ment was PX-O$C~O Chicf Scttlcment Ciwmmissionrr for rural nreas. 
The basic records of the prrqm-ty wcrc mantaincd at the  villngc level. 
At the tehsil level only ?he dc.mand and ctrllection r cg i~ te r s  were 
kept. Inspection of properties had taken place regularly through 
district officers of the State revenue department. 

34. The Committee painted out that under rules 33 and 39 of the 
Administration of Evacuees Property Act all immwablc praperty 
taken potwemion of by the Custodian had to be recorded in a Fkgistcr 
in Form No. 10. Similar registers had a h  to be maintained in N?S- 
pect of properties of the inkndfng evacuees. The Secretary of the 



Ministry stated that the basic records were there, though not in the- 
wescribed form. The Ministry were prepared to  maintain the re- 
cords in the  prescribed form but the Ministry of Finance considered 
that it would be wastage of labour as basic records, although not in  
the prescribed form, were already available and were quite adequate. 
He also stated that details prescribed under the rules were more 
relevant to urban properties than to rural properties. 

35. About the collection of arrears, the witness informed the Corn- 
mittce that as against the total demand of Rs. 3 crores only Rs. 45 
lakhs were outstanding. Thus about 80 per cent of the total demand 
had been realised. Me also mc.~iiioned that the arrears of Rs. 50 
lakhs lncntioncd in the Auit Report was not d u e  from unauthtrrised 
occupants only. 

36 Thc Comptroller 8: :Iuc.tltor C;rlncral rqformcd the Commit:ee 
that there were cases whei-t~ records even a; the village level were 
not availnblc. The witnc.ss statcd that t h o s  c s s s  referred to PEPSU 
adminis:ration. Unfortuna;cly in the tch,lls 1vhex-e -4udit had 
gonc recurds were not available But now wllagc recq9rds were 
misting cvcryn-here The. v~llaqt. level record3 would r:uw be 'est 
checked by Audit. Strps ~ - ~ ~ u l d  be iakcn t o  prepare the rtlc~rcls in 
tfw prescr! bed ,form I f tire t.~~:uf:.;, of test check mdica?ed 1:s necessity. 

37. The Ctrmnlrttcc c n q u ~ r t ~ i  whether t hwe  was ally arrangement 
in  the Minis tv  t u  check up \.lllage li~vci rccosds. The witness 
stated that the  Flnmcini C o r n n ~ ~ s s i ~ ~ n c r  of the Punjab Government 
was also the srnlo; offict~r of the  hI1nls:ry of Rehsbllitation and under 
his dircction the records had hccn checked. The Mlnistr!: were satis- 
fied that the records In the Punjab \vere well maintained 

38. Some schcrncs providing relief to, and rehabilltatton and em- 
puoymcnt of East Pakistan dsplncrd persons, contained s stipulation 
to the effect that assets creatcd out of the cxpcnd~ture ssnch.ioned 
would bc the property o f  the Govcrntncnt of India. The Ministry 
had also issued orders in August, 1957 to thc effect that Block amounts 
of such assets should be maintained by the State Governments and 
that an up-to-date copy of the list tagethcr with tt certificate about 
verification of the physical existcnrc of the assets sent every quarter 
to the Ministry through the State Accountants General. 

59. Though a period af 3 years had since elapsed no proper periodi- 
cal retuaa of the assets so created had bten receive3 by the MMs- 
try f ~ e m  mart of the State Govements, end it: war also not known 



whether proper Block Accounts of the assets were being maintained 
by the State Governments. The total grants for capital works alone 
sanctioned by Government of India during the period 195637 to 
June, 1960 exceeded Rs. 2- 25 crores. Most of these works were stated 
to be still in progress. The Secretary of the Ministry explained to 
the Committee that it was only through Audit that the Ministry had 
come to know that accounts were not being rendered by the State 
Governments in spite of the stipulation under the schemes and the 
instructions issued by the Government of India. He assured the Com- 
mittee that during his next visit to Calcutta he would take up the 
matter with the State Rehabilitation Secretary and also if neces- 
sary, with the State Rehabilitation Minister. Asked about the pro- 
gress of the capital works, the witness stated that he would go into 
the whole matter and submit a report to the Committee. 
Relief and Rehabilitation of Displaced persons, Para 78(i), Pages 

76-78 
40. The total expenditure on actual Relief and Rehab~litation of 

'Displaced Persons, in and outside Camps, dring the year 1959-60 
amounted to Rs. 5,99,88.661 and Rs. 4,19.14,468 respectively. The ex- 
penditure on pay and allowances of officers and establishments a t  
Readquarters amounted to Rs. 33,53,530 and that in subordinate ofBces 
&. to Rs. 1,85,03,009 (Total Rs. 2,18,56.539). The percentage of ex- 
penditure on the pay and allowances of ofllfficers and the establish- 
ment, to the expenditure on Relief and Rehabilitation (~nclusiwe of 
the loans paid to State Governments for establishment among Dis- 
placed Persons) was 14-7 in 1959-60 against 11:3 in the previaus 
Year- 

41. The Committee enquired about the reasons for the incrcase in 
the percentage of expenditure on pay and allowances of the officers 
and the establishment. They were informed that reduction in staff 
could not be in proportion to the reduction in the other expenditure. 
Further the more difficult cases of payments and adjustments were 
to be dealt with now and consequently progress would be slower. 

Appropriation Accounts (Civil). 1959-6Q-VoI. XIV 
Grant No. 73-Erpenditute on displaced persona and minorities, 

Page 7. 
42. The Committee noticed a saving of Rs. 22.4 lakhs under the 

voted portion of this Grant and enquired about the reasons for its 
non-surrender. 

43. The witness stated that demand for grant was Ananaliscd on 
the basis of information as to requirements received from the State 
Accountants General, But not all the amount was tequfrcd, The 
saving, however, WJW 1- than one per cwrt of the Ministry's total 
demand. He, however, a p e d  that the @tim &odd imprm. 



G ~ a n t  No. 128-Capita2 Outlay of Ministry of Rehabilitation, Page 9. 
44. The savings in the Grant had been substantial under the sub- 

heads relating to (i) investments in Rehabilitation Industries Cor- 
poration (Rs. 75 lakhs) , (ii) Dandakarnya Development Scheme 
(Rs. 3.65 crores) and (iii) payments to displaced persons (Rs. gD 
lakhs) ! 

45. Referring to the last item, the Secretary of the Ministry stated 
that the amount (Rs. 90 lakhs) related to payment of Compensation 
which was not made in cash and therefore it did not represent 
monetary funds placed at the Ministry's disposal. About the Danda- 
karnya Development Scheme the witness stated that Government had 
hoped that people would move to Dandakaranya and money would' 
be spent. But that hope did not materialise. The slow movement 
of people to Dandakarnya was entirely due to their relunctance and' 
not due to the slow pace of reclamation work there. The pace of 
work was better than the rate of inflow of displaced persons to the 
area. When asked the reasons for drawing up of schemes which had 
no chance of being implemented, the witness stated that those were 
mainly house building and reclamation schemes. Progress was kept 
slow as Government did not want the houses and land remaining 
unutilised. He assured that there would be houses ready when people 
came. 

46. The Committee enquired about the work of the Rehabilitation 
Industries Corporations. The witness stated that the Corporation a t  
present was under the control of the Ministry of Commerce and In- 
dustry. It was setting up a number of Industrial Estates and some 
industries in the public sector in Bengal for the rehabilitation of 
displaced p e d s .  Two of the industries would go into operation 
in the next month or so. The other industries were expected to be 
set up within a year. 

47. The Committee then adjourned till 15.00 hours on Saturday, 
the 19th August, 1961. 



'Proceedings of the Fourteenth sitting of the Public Accounts Com- 
mittee held on Saturday, the 19th August, 1961 

48. The Committee sat from 15.00 to 16.45 hours. 
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Shri B. N. Jha, Secretarv. 
S M  Hari Sharma, Addl. Secretary. 
Shri P. C .  Mathew, Director, Central Statistical Organisation 

& Joint Secretary to  the Cabinet. 

Shri M. G. Kaul, Joint Secretary. 
Shri A. G .  Krishnan, Under Secretary, Deptt. of E.A. 

MINISTRY OF DEFENCE 

Audit Report (Civil), 1961-Part I 

Use of the V.I.P. Flight of the lndian Air Force. Para 72.  Page 73 

49. The Indian h r  Force maintains seven aircraft known as the 
V.I.P. Flight. The rules regarding the V.I.P. Flight contemplate 
that except the President, the Vice-President, and the Prime Mmis- 
ter, personages such as other Rl~nlsters, Chiefs of Staff, etc. are en- 
titled to use the aircraft if it IS essential to do so but should make 
use of commercial air services wherever possible. During 1958-59 and 
1959-60, however, 163 flights were undertaken by such other per- 
sonages between places connected by the I.A.C. scheduled flights. 

50. It was epxlained to the Committee that any person authorisxi 
under the rules to make use of the V.I.P. flight was competent to 
demand an aircraft having satisfied himsclf that he fulfilled the terrns 
as laid down in the rules. During the two years in quesuon, a 
total of 329 air-journeys werc undertaken of which the flights which 
took place between the places connected by commercial services 
were only 143 and not 163 as indicated in the Audit Report.. Broadly, 
these flights wcre undertaken by the authorised pcrsans for purposes 
af inspection where in public interest they werc preferred to corn- 
mercial services. As an instance. it WRS mentioned that the Defence? 
Minister (against whom 37 flights were shown) had very gpwt 
regard for public time. He unclcrtmk flights largely at nights. reach- 
In$ the other end early In the morning and generally returned the 
=me day after carrying out his inspection. The thrce Chiefs of 
Staffs required certain other officers to accompany them an inspection. 
Sametimes. the wives of the Chiefs at Staff a h  had to go nn ins- 
petlan to Imk after the welfarik! of t m p x  Spedal ~ N C  wen  
applicable to the flights undertaken by the MfiForrce o ~ w r s  who had 
to put in a certain number of flying haurs so as to earn a "flginglt 
bounty". Thb rsniar antcon d the Air Fame mrnetlmw @W 



the aircraft themselves. Even sa, not every flight was undertaken 
by them in an IAE. Plane. Often, they had to go froan Delhi to a 
place like Jarnnagar which though connected by a scheduled &ce 
was viu Bombay. Direct flights to Jarnnagar were, therefore, un- 
dertaken to avoid the waste of public time. 

51. The Committee desired to be furnished with a break up of 
143 flights during 1958-59 and 1959-60 under the following cab- 
pries: - 

(i) the number of flights (of8cer-wise) in order to avold cir- 
cuitious route by the commercial planes; and 

(ii) the number of flights by different oflticers in which the 
ofacers were satisfied that it was necessary to go by V.I.P. 
fight. 

52. The Secretary, Ministry of Defence, agreed to furnish the rc- 
quisite informati- but reiterated that almost every flight under- 
taken by the ofecers and other V.I.Ps was in public interest. He 
added that the prescribed hours of flying of each aircraft (about 5.00 
hours) were not exceeded and no additional expenditure had been 
incurre& 

53. The Committee drew attentron of the Defence Secretary to his 
statement before the P.A.C. on the 10th Scptcmkr, 1960 that the 
LAP. planes were required to do a certain number of flying hwrr 
in order to be in operational trim end enquired whether the n u m k r  
of *&craft earmarked for V.I.P. flights was not susceptlblc of re- 
duction, fn view of the fac? that the prescribed minimum fiying 
hours had not been exceeded. The Secretary replied that no minl- 
mum flying hours had been fixed. Only the euthnrid flying haun  
for each aircraft were laid down and thcsc had not normally k n  
exceeded. 'It was far the purpose of psuring timely rttenrian to 
maintenrhce of ?.he aircraft a llrnjt of flying hours w8.r laid down after 
which the plane &odd be sent for overbul Thc euthorlaed flying 
h n r  h4, t)ircmfam, na r e l a t h  to the ntnm of the aircraft. I h e  
number of flying h ~ w a  which an aircraft mmuld put in, dcpwndsd on 
thrlr ~~ and avaiLbility of +re-pa*. 



used for training the Air Force personnel in various ways. Often, 
it was found difficult to provide aircraft from the V.I.P. flight for ali 
the visiting dignitaries. When the demands on the V.I.P. flight were 
much more than could be met by the existing strength of the flight 
and the demands were urgent, the I.AF. diverted sircraft pro- 
visionally from the Transport Fleet. Every effort was, however, 
made to  regulate and phase the air journeys in such a manner w as 
to utilise the Flight most economically. During the lean season, how- 
ever, the number of planes might be more than adequate. 

MINISTRY OF HOME AFFAIRS 

Non-recovery of a Loan-Pam 25, Poge 26. 

55. Government sanct~crned on 23rd November, 1%1 an mterest- 
free loan of Rs. 25,000 to be paid tn five equal annurll instalments, to 
the Crminal Tribes Welfare Board (an un-registered pnvate body) 
far starting tndutricr, an a rcclamatlnn colony at Delh~, with the 
object of prtwdmg gainful occupatron for the members of a hack- 
ward communrty. The first instalment of Rs. 5,000 was paid on 
21st March, 1952. Though an amount of only Rs. 5.000 was payable 
in the next year towards the second instalment, the entire balanw of 
Rs. 20,000 was dlsbur.wd tm 31st March. 19%. 

56. The terms and conditions for repayment of the loan were not 
prescribed initially nor even before the payment of the  w n d  instal- 
ment. No security was taken nor was any band executed. The fact 
whether the body had any a.wets was not e n q u i d  into. The matter 
rqarding the execution of an agreement was first taken up in July. 
195fi. but in December, 1959 it was considered that no u-wful purpose 
would be sctrvcrd by findising the agreement. as the losnee had 
k o m e  defunct. 

57. The amount at thc lcutrt was advanced by the lcuuree to a Co- 
operative industrial ynctrtp, wh~ch  went into licptdation due to mts- 
msnagcment and erntwn.lcmwnt of  funds. Nerthcr of the bodies start- 
ed any industries. and the pur- far which the loan was granted 
was thus defeat&. EfTcc:nv steps were not taken by Govenunent 
at any tmrc to rrururc propr util~sation of rhe toan and to effect 
rccov,cncrr. C;ovcnrnwnt wr8re cnnstdvring the questinn of wri thg  
ths t on. 



then described the background of the case. During 194950, the work- 
fng of the various Criminal Tribes Acts was examined as a result of 
which these Acts were ultimately repealed. A lot of public attention 
was then focused on the welfare of the Criminal Tribes. A proposal 
was even mooted on behalf of the inmates of a Tribes colony to trans- 
fer the administration of the Colony to the Harijan Sewak Sangh 
who were active in the field of Criminal Tribes Welfare. The pro- 
posal. however, did not find favour with Government who felt that 
a more appropriate course would be to afford economic assistance and 
means of employment to the  Tribes through a body to be set up  for 
the purpose by the Sangh. Consequently, the Hanjan Scwak Sangh 
In consultation w t h  the Servants of People Soc~ctg. a registered 
body, set up a Board ctmslstlng of very crntnent persons. I t  was on 
behalf of this Board that the request for economic help was made to 
the Chief Comntissiortcr on whosc rccl7mrncndation an  in t e re s t -he  
loan of Rs 25.000 payable in snnunl instalments of Rs  5,000 cnch was 
sanct~ontd to the Board The first mstalrnent of Rs. 5,000 was paid 
in 1952 withaut any  agrcwncnt as i n  now the loan was to he repaid. 
The A.G.C.R. also did nut object to that proecdurc All that he sug- 
gested was that an agreement about rcnaymcnt of rhc loan and ather 
co.nditinns attached thereto should tic formulnttrd Titr Board on its 
part sct up a Co-oyratwe Sncrcry Ttw thcw Schtdulcd Castes Com- 
missaoner reported that thr work trf the. Srrlety \vas suffcr~ng as the 
anlount of Rs. 5,000 ad\.nnced t o  r t  was ~nsuffirltwt ntr.csitatrng i: to 
borrow iron1 other sources at c sorhttant r a t w  of interest Undcr t h e  
c~rcurnstance~ the cn?ire tralatrce of Rs % O , W  was paid to thc .SwIety. 

59. After the lit  s? ad\ arm. was drsbut?rc~i, Dclhr Adxnrntsttation 
deputc. ttme~r I h r t ~ t o r  of Industrw to riairkt. an errqutry iru to the 
soundness arid ccrmptc nee- o f  the Co-wcrn!lve Srmety to carry uut 
the work The I h r t ~ P o r  ~ r f  JrlCiu~trle~ P I S ~ P ~  t h ~  Ah.~wtdnl R~g;s t ra r  
t r f  Co-opratwe &etct:cs t o  cirrrv out thi* i ttupwt~trn fir also wnt 
one of his Superit~:cndents t tr  irtspcct the workatwp wt up hy the 
Sxrcty Acwrdlng to ahe Supr~ntc-ndcnt ,  t h ~  Stxwty WBS crng~gd 
in ~ h c  producttun trf hnditrorn fahrrcs m d  hnsierm Thc hnsrcrma 
*tian had an tntrtartntant c r f  fZPl 6 U(%I and made a rrrrmthly profit of 
RIF I,U) weaving wcl~uru with art rnvr*stmmt crf Rhi 15,tW yield- 
cd s monthly profit rrf HtK 2-50 H e  aim re!wrrtcd that for the p.rsKSuc- 
t r r m  r r l  Imthc+r grxrdq an adrltlmnial mvrks!rwnt o f  R% 5,000 wns t~ecler- 
baxg wtrd the braskcl rrvskmp urtr! rcqurrtd u firrlhcr mwsatnwnl of 
Rq 3 , W .  At the mme timc". :he Amamrrtlaam Rtcgkatrar r c p r t d  that Lht 
Swacry wrm lunctrorrirrg pmpmly. The ~roublv start& fatpr on when 
thc manager cxf  the ~ i ( r t y d t ~ ~ t p ~ s ~ ~ ~ r d  w l h  thp funds Canmqucnt 
ly, the $ocrctp rrtq~pc?id fundlavntng rfllct 1954 T b t  manager W u  
p~nr~ecutmi and acntenwd to thm yllt~trr' irnpriwnmr?nr. Tht witcrrr 



observed that even if an  agreement had been entered into, i t  would 
not have helped much. 

60. In reply to a question. the Committee were informed that 
Dclhi Administration advanced the amounts to the Board who in turn 
passed them to the Society. But i t  was difficult to name the person 
who actually received the amounts The Committee enquired how 
Government proposed to rcc.c,vw * i i c -  rnnney. They were informed 
that  the building and some other immovabb property acquired out 
af the funds advancrd to the Ronrcl. by CC;overnmcnt and by private 
donors had been made over to Government. The properties were 
valued st Rs. 1,14.OM) The  Committee c n q u i r ~ d  whether before ad- 
vancing monev to t h e  Sracty.  (;nvcrnment had consulted Delhi Ad- 
ministra:ion The t v t t t ~ c s , ~  stated :)la: at  that tirnc I ?  was thought 
that the Hoard whwh was working through thc Co-operative Scxliety 
was n perfectly civs~rahlr L K J ~ \ ~  f r r ~  otlvanctng monc?. 



grant for the following year. Asked whether the Ministry satisfied 
themselves with the details of the schemes before advancing fresh 
grants, the witness replied in the aflirmative. 

Nan-crccountal of Civil Court Deposits-Para 26, Pages 26-27 

64. A special local audit of the accounts of the Court of the District 
Judge, Tripura undertaken in April, 1959, revealed that an amount 
of Rs. 28,806 relating to Civil Court Deposits for the period from 1st 
July, 1957 to 31st March, 1959 had remained unaccounted for. As 
certain records were not available, it was not certain whether that 
was the complete figure of the amount unaccounted for. The shortage 
had been rendered possible on account of non-observance of rules. 

65. Following police investigations into the above shortage, certain 
cases were pending in the criminal court (February, 1961). The 
results of departmental enquiry. which had also been instituted, were 
awaited. 

66. The Committee enquired about the present position of the case. 
The witness stated that the defects in the procedure pointed out by 
Audit had been removed and the correct procedure was now being 
followed. The posts of Cashier and Accountant had been separated. 
One of the Nazirs concerned in the matter had been convicted and 
sentenced in respect of some cases. Orders of his dismissal had also 
been passed. Other cases against him were still pending in the court. 

67. The Committee understood that the Ministry had reported to 
Audit in April, 1961 that the question of instituting departmental 
enquiry would be considered as soon as the pending session cases had 
been finally decided. They enquired the reasons for not instituting 
departmental proceedings concurrently with the process of law, as - 
required under Governmen: orders. The Secretary of the Ministry 
explained that in the ease in question the departmental enquiry offi- 
cer happened to be the District Judge who had to try the criminal 
case also. So, the District Judge suspended the Nazir and tried the 
case judicially instead of completing any departmental proceedings 
against him. 

Apprqwiation Accounts (Civil), 1959-60 Vol. IX-Grant No. 52- 
Sia!i.~tic~, Page 20. 

68. The Committee noticed a saving of Ra. 23 lakhs out of the orgf- 
nal grant of Rs. 1.89 crores. The entire savings occurred under Croup- 
head AMrant s - in -a id ,  contributions etc. 



. - - 4  +hat in 1958 i t  had 
69. The representative of the Ministry expraua- ,.. 

been decided that the project work relating to National Sampla  
Survey should be entrusted on contract to the Indian Statistical 
Institute. Accordingly, on account payment of only 90% of the con- 
tract amount of Rs. 52 lakhs was made. The balance was not paid 
for want of a completion certificate before the close of the financial 
year. Another sum of Rs. 15 lakhs had been included in the budget 
estimate for the year 1959-60 for grant-in-aid towards capital expen- 
diture and it was decided that actual payments should be made after 
verification of the work on its completion. However. a sum of Rs. 61 
lakhs was sanctioned as on account payment. The balance was not 
paid pending verification of the work executed by the Institute. 

70. The Committee enquired why provision was made in 1959-60, 
i f  the entire amount was not expected to be paid in that year. The 
witness stated that provision was originally made on the basis of esti- 
ma:ed expenditure but the procedure of payment was made more 
rigorous in 1959-60. He, however, agreed that the provision could 
have been made more accurately. 

G r a n t  No. 56-Andaman and Nicobar islands-Page 211. 
71. The actual cxpenditurc fell short of the final grant (Rs. 3-11 

crores) by Rs. 5P lakhs. A large part of the savings occurred under 
sub-heads C.1 (i)- -Timber and other produce removed from the Forest 
by Government Agency-and C-4--Development Schemes. 

72. The Committee enquired whether any schemes had been held 
up for want of snnction to estimates. The Additional Secretary of 
the Min~stry stau 11 that a saving of Rs. 34 lakhs was due to non-imple- 
mentation of forest development schemes I~ecause of belated receipt 
of and non-procurement of equipment on account of fore~gn exchange 
ct~fffculties. Savings of Rs. 19 lakhs. Bs 6.86 lakhs and Rs. 5.11 lakhs 
were respectively due to foreign exchange difficultres. non-adjust- 
ment of debits and non-receipt or non-purchase of stores. In extenua- 
tion he  stated that taking the Union Territories as a whole there was 
a short fall of only about 2';. The Committee enquired why schemes 
involving foreign exchange should a t  all have been budgeted for and 
wanted to know the stage a t  which this dil2iculty was encountered. 
The witness stated that provision for the schemes was made on the 
assumption that nmcssary foreign exchange would be available. The 
difficulty to get foreign exchange was there from the very beginning, 
but the Ministry was hopeful that the position would improve. Every 
few months the position was reviewed. 

P70fi,tmo accounts of Shipping Dcpottmbnt, Note 7, P a p  212 
73. AccoMilng to Audit, the Finandal M e w  lad Proforma Ac- 

counts of Sipping Department. Andomans had not been prepared by 



& Department for the three years 1957-58 to 1959-60, on the ground* 
that the agreement with the Eastern Shipping Corporation had not 
yet been finalised. 

74. The witness explained that there had been delay in the settle- 
ment of accounts procedure and terms with the Eastern Shipping Cor- 
poration who wanted to examine the receipts and expenditure state- 
ment before any settlement. That had been done. Differences had 
been sorted out and terms finalised. On the basis of the accounting 
procedure as finalised, a draft agreement had been drawn up in con- 
sultation with the Ministries of Law and Finance. The same had been 
sent to the Eastern Shipping Corporation for acceptance and exccu- 
tion. The preparation of the proforma accounts would be taken up 
immediately after the agreement had been accepted and executed. by 
the Corporation. 

Grant No. 54-Delhi 

Unauthmised continuance of certain posts, Note 11-Page 24 

75. The States Reorganisation Act came into force on the 1st 
November, 1956 and with effect from that date Delhi State became 
a Union Territory. The State Vidhan Sabha became defunct and con- 
sequently some posts in the V~dhan Sabha Secretariat became surplus. 
The Administration, however, sanctioned the continuance of some of 
those posts from time to time beyond 1st November, 1956 till the 
incumbents were absorbed in other posts. According to Audit, this 
was in contravention of the provisions of Sections 130 and 116(1) of 
the  States Reorganisation Ac; resulting in an expenditure of about 
Rs. 47,400 to Government. 

76. In his evidence, the representative of the Ministry stated that 
the matter should be examined in the background of Government 
policy a t  the time. It  was the declared policy of Government that 
while giving effect to the States Reorganisation Act, retrenchment 
of staff would be avoided as far as possible. Provision was also made 
(vide Section 115 of the Act) that the terms of service of the v a r k w  
employees would not be effected to their disadvantage without thc; 
prior concurrence of the Government of India. Although this provi- 
sion did not directly apply to the employees of the Drlhi State which 
became a part of the Government of India. it was significant as the 
intention of Government policy. 

77. The witness expressed the view that although the Delhi Vidhsn 
Sabha ceased to exist under Section 130 of the Act, the continuance 
of certain posts of dBcers of the Vidhan Sabha was no violation of 
that secttm He added that recording to the pnwtrfonr af Section 
116 of the Act the oll30on in qusrtion uould be continuad b thdr 



positions without issuing any orders of reappointment in the new 
set-up. 

78. The Comptroller and Auditor General intervened to say that 
as the Vidhan Sabha ceased to exist on 1st November, the question 
was what work the officers thereof like Superintendents, Reporters, 
Translators, etc. were doing thereafter. As regards the legal posi- 
tion, the Law Ministry had upheld the view taken by Audit that con- 
sequent on the abolition of the Vidhan Sabha, the various posts of 
ofilcers of the erstwhile Vidhan Sabha al-o ceased to exist. The repre- 
sentative of the Ministry agreed that strictly speaking, the officers 
concerned were not protected by the provisions of the Ac:. But, in 
accordance with Government policy they were treated as holders of 
supcrnurnerary posts and were utilised in various capacities, e.g. two 
Reporters were utilised in connection with the framing of the Delhi 
Municipal Corporation Act. The Secretary of the Ministry told the 
Committee that each one of the oficers was gainfully employed and 
that certificates to this effect were obtained from the Delhi Adminis- 
tration. They were subsequentty absorbed in different departments 
This process took a l i t t l e  time: bu t  most of them were fixed up during 
the year 1956 itself. 

79. The Committee then adjourned till 15.00 hours on Monday, the 
21st August, 1961. 



Proceedings of the Fifteenth Sitting of the Public Accounts Com- 
mittee held on Monday, the 21st August, 1961 

80. The Committee sat from 15.00 to 16.45 hours. 

PRESENT 
Shri C. R. Pattabhi Raman-Chairman. 

2. Shri Rohan La1 Chaturvedi 
3. Shri Aurobindo Ghosal 
4. Shri G. K. Manay 
5. Dr. G. S. Melkote 
6. Dr. N. C. Samantsinhar 
7. Dr. Shrimati Seeta Parmanand 
8. Shrimati Savitry Devi Nigam 

Shri A. K. Roy, Comptroller & Audttor Gewral  of  Jrtdia. 
Shri G.  Swaminathan, Addl. Dg. Comptroller & At~ditw 

General. 
Shri P. V. R. Rso, Accountaizt General, CeirtraZ Reiwwes.  
Shri P. K. Sen, Director of Cnmmercial Audit. 

Shri  V. Subramanian-D~putv Secr~targ .  
Shri Y. P. Passi-Under Secretary. 

INDUSTRIAL FINANCE CORPORATION 

Shri K. P. Mathrani-Chairman. 

Shri L. K .  Jha, Secsetary. 
Shri Shiv Naubh Singh, Joint Secretary. 
Shri N. C .  Sen Gupta, Jdnt  Secretam. 
Shri Y .  T. Shah, J h t  Secretarg. 
Shri K. S. Sundm Rajan, Jdnt Seerem. 



Shri V. T. Dehejia, Secretary. 

Shri S. Bhoothalingam, Secretary. 
Shri S. S. Shiralkar, Joint Secretary. 

Shri P. P. Agarwal, Joint Secretary. 

Shri B. D. Kumar, Deputy Secretary. 

INDUSTRIAL FINANCE CORPORATION 

Audit Report (Civil),  1961-Part I 

Stibvention payable to Gwernrnent, para 65 ( i )  , pages 64-65 

81. According to Audit, the accounts of the Corporation for the 
years ending 30th June, 1959 and 1960 showed a net profit of Rs. 35-37 
lakhs and Rs. 59-51 lakhs respcctlvelg. The amount payable t o  
Government on account of subvention drawn from them in previous 
years to meet the deficit of guaranteed dividend had been reduced to 
Rs. 28 lakhs as on 30th June, 1960. 

82. The Chairman of the Corpo~.t ion explained that in order to 
make u p  the deficit in the profits for the payment of Rs. 24 per cent. 
dividend guaranteed under Scctlon 5 of the I.F.C. Act. the Corpora- 
tion had drawn subvention from Government during the first 7 to  8 
years. Of a sum of Rs. 53.45.490 repayable to Government on 30th 
June, 1958, about Rs. 25 lakhs had been repaid out of surpluses in the 
subsequent years and the balance was likely to be repaid during the 
next 2 tu 3 years. The Committee enquired whether the yearly 
amount payable to Government had been Axed. The witness stated 
that the Corporation had paid n sum of Rs. 10 lakhs annually and 
the same sum w w  proposed to be paid in the current year. 

Auuidcrble loss of Rs. 40.000, para 6 5 ( i i ) .  page 65. 

83. A Company's assets from whom Rs. 283,717 were due had been 
taken over by the Corporation in July, 1954. These were sold for 
h. 1,60,124 in 1955 and 1936. A claim for the r e c a m  of the 
balance of Ih. 1.65.750 (Principal Rs, 04,488 and interest and dbar 
charges Rs. 71,242) was lodged on 11th January, 1- wi& tbe 
gumton ot the Iouaso company. The gmntors, how m. rnwrc 
rant& on 24th July, 1W that out of the bolonce a sum d 



Rs. 81,600 pertained to the call money not recovered from the sham- 
holders of the loanee company on account of the condition impose& 
by the Corporetion that no steps should be taken during the next 
five years for recovery of calls in arrear from the defaulting share- 
holders, since the majority of them were refugees and the enforce- 
ment of recovery would deprive them of their entire investment in 
the company. Accordingly, the Corporation reduced its claim to 
Rs. 1.25,730 as the amount which could have been recovered from the 
shareholders came to Rs. 40,000 only. 

84. The guarantors could not, however, pay even the reduced 
chim of Rs. 1,25,730 and the Corporation decided on 8th February, 
1957 to compound it and recover a sum of Rs. 50,000 (since recover- 
ed) in five instalments as it was felt that the guarantors were in a 
position to repay the loan only to that extent. The Corporation 
had lost Rs. 1,32,442 (Rs. 1,15,730 plus Rs. 16.712 on account of interest 
and other charges from 11th January, 1956 to 30th June, 1960) in the 
transaction including a sum of Rs. 40,000 on account of its direc- 
tions to the Company to postpone recovery of the calls in arrear. 

85. The Committee wanted to know whether the condition impos- 
ed by the Corporation that calls in arrear should not be recovered 
from the defaulting shareholders was correct in principle. The 
witness stated that immediately after the Partition, the Company hed 
to shift its headquarters from Arnritsar to Lucknow because of non- 
availability of raw materials like oilseeds in East Punjab. Morc 
than 60 per cent. of its shareholders were displaced persons. They 
could not pay the entire call money and the company wanted to 
forfeit their shares. The Corporation agreed to advance loan to the 
company on the condition that calls in arrear should not be recovered 
from the defaulting shareholders. He urged t h t  even without that 
condition, the position would not have been different as after two 
years Government declared forfeiture of shares in such cases illegal- 

MINISTRY OF FINANCE 

Loss due to non-recwery of service charges from a foreign Govern- 
m r . t ,  para 18, page 20 

86. In terms of a Technical Assistmnce Agreement, dated 2!5th 
June, 1953 between the Governments of India and U.S.A., the act& 
expenditure incurred for a period of approximately one year on the 
services of five fmign engineers for the operation of the Bokur, 
l'htrnml Plant built by Damodar Valley Carporstiar, was to ba 



reimbursed by the foreign Government up to e n  amount of 
Rs. 4,04,762. 

87. The actual expenditure on the Engineers reimbursable by the 
U.S. Government amounted to Rs. 3,33,557 but reimbursement was 
not obtained from that Government for any part of that expenditure 
as the India Supply Mission, Washington was not aware of the 
arrangement that the expenditure wus to be reimbursed by the U.S. 
Government. 

88. In November, 1958, when an attempt was made by the Gov- 
ernment of India to obtain reimbursement from the U.S. Govern- 
ment, they were informed that the agreement had lapsed in May, 1958 
and the amount of Rs. 4,04,762 had been reallocated for other 
purposes. 

89. The witness edmitted that the Ministry had failed to inform 
thc I.S.M., Washington that the expenditure in question was to be 
reimbursed by the U.S. Government. He, howeer, urged that there 
was no net loss to Government as the amount formed part of the 
totality of U.S. funds available to the Government of India which 
was not reduced. He assured the Committee that steps had been 
taken to avoid such failures in future. Asked how there was no loso 
to Government when the amount had lapsed to the foreign Govern- 
ment, the witness stated that what was loss for one purpose was a 
gain for another purpose as savings at the end of the year were 
re-allocated to other progmmmes. 

Erroneous drawal of commission b y  authorised agents for the sale of  
National Savings/National Plan Certificates, etc.-Para 17, pages 
18-19. 

90. A test audit of commission paid to the euthorised agents in 
Madras, Bombay and Calcutta undertaken in 1959 at the request af 
Government had revealed various cases of irregular payments to 
agents (a) on Certificates purchased directly by the investors, (b) on 
investments from Provident Fund money, etc., (The scheme did not 
envisage payment of Commission in such eases), (c) on investments 
in resrpect of which there was a failure to  present the receipt books 
at Past OfRces (under the rules such investment should be deemed as 
direct investment). There were various other irregularities also. 

91. Agents in the city should ensure a minimum business of 
Rs. 5,000 a quarter and failure to do so would enlail the terrninatiom 
of the agency. Audit noticed that in Madras this condition had na& 
been enforced even in cases where there was failure in su-- 
q- 



92. The Secretary of the Ministry explained that in the National 
Savings Movement, Government hed to rely not only on permanent 
officials but also on others working on commission basis. It was not 
possible to stipulate stringent conditions without detriment to the 
object in view. It was not considered desirable to terminate the 
agencies of those who had failed to collect the prescribed quota of 
business as Government were anxious to build up business. Since 
1st October, 1960 the agency was being given for a period of three 
years. When the ugencies become due for renewal, ihe services 
of those whose performance was unsatisfactory would be dispensed 
with. In reply to a question, the witness stated that cases of fraud 
had been handed over to the Police for investigation and criminal 
action. These cases were also reported to the P. & T. Board. But 
to establish a fraud was difficult as in many cases the investors 
refused to reveal whether the investments had been made by them 
directly or through some agent. 

93. The Committee enquired about the number of cases reported 
so far. They were informed that out of 153 cases in Madras, 80 
were for an investment of less than Rs. 1,000 each and in these cases 
investigation was not considered worthwhile. In 46 cases investor.; 
had admitted that money had been invested through the agents. In 
23 cases investors were untraceable. In 4 cases, where the claim 
was established to be fraudulent, the matter had been reported to 
police for further action. Meanwhile, the agencies concerned had 
been terminated. As regards Calcutta, out of 403 cases, 109 were 
for en  investment of less than Rs. 1,000 each. In 105 cases investors 
had either admitted that the investments had been made through 
agents or they had disowned the signatures on receipt books. In 40 
cases investments through the agents had been completely denied 
and the matter had been reported to the Police and to the P. & T. 
Board and the agencies terminated. 

94. In 53 other mstts where the agents had fraudulently given 
signatures of the investors, the matter had been reported to the Polic 2. 
In 64 cases, the investors were untraceable. The Committee desired 
to be furnished with a note giving (a) the total upto date collections 
made from the sale d National SavingdNational Plan CertiAcates, 
(b) the amount of 3w suffered by way of irregular drawal of com- 
mission on their sale, and (c) the modification~ made in the proce- 
dure far the payment of commission with a view to preventing the 
recurrence of such irregularities, They enquired whether thore 
irrelgularitfer continued to exist at  present. The witnem stated that 
the system bad been completely changed with effect from the 1st 
October, 1960. The payments were made not at the treasury a8 in 
the past but e t  the past oface where the investments were also made. 

* 



Separate ledgers were maintained for direct investments and for 
iavestments made through the agents. He maintained that it WU 
now not possible for any agent to collude with the postal staff and 
convert a direct sale into a n  agency sale. Asked about the action 
taken against the postal staff involved in the frauds, the witness 
stated that their cases were under investigation by the P. & T. 
Department. 

Infructuous expenditure on the Silver Refinery Plant due to failure 
of the suppliers in commissioning, 9ara 19, pages 20-21. 

95. The Silver Refinery Plant the work on which m s  completed 
in December 1958 had not been taken over from the suppliers even 
upto January, 1961 due to the repeated failures of the furnace 
crucibles of the plant. As a result, in addition to the extra expen- 
diture of Rs. 4,34,827 incurred upto February, 1959 due to delays in 
erection and installation of the plant, a further expenditure of 
Rs. 1,44,266 on p y ,  allowances, etc. of the foreign and local personnel 
incurred from March, 1959 to January, 1961 had proved nugatory. 
In  addition, the outlay on the work had gone up by Rs. 9,03,155 due 
to additional interest charges from March 1959 to J a n u a v ,  1961. 
The question of apportioning the infructuous expenditure between 
the Government and the foreign suppliers, responsible for the erec- 
tion, testing and putting into service of the plant under the agree- 
ment, h d  been under Government's consideration since February, 
1960. 

96'. The Committee were informed in evidence that ten per cent. 
of the payment due to the foreign suppliers had been held back. But 
they had denied their responsibility and the case was under the 
consideration of the Ministry in consultation with the Ministry of 
Law.  In reply to a question, the Committee were informed that 
the main suppliers of the machinery. n German firm, were respon- 
siblc for its perforrnance. .4n Indian contractor linked with them 
had played a major part in the erection of the plant and an amount 
of Rs. 75,000 duc to  him also had been held back. 

97. Thc Cornmlttee cnqutred whether the refinery was working 
efficiently. Thc witness stated that production for October and 
November, 1960 wns 9,500 k.gs. and 13,200 k.gs. of silver respectively. 
The General Manager of the refinery stated that it was working to 
half of its capacity only. I t  was dimcult to say off-hand when the 
full production capacity would be realised. There had, however, 
been a progressive improvement and the production in March, l96l 
urns 14,174 k . ~ .  of sllver. 



98. To a question, the witness stated that the refinery was being 
' run by Indian technicians. Asked about the proposal to convert it 
into a copper refinery, the witness stated that the plant could be 
kept going for refining of silver for another five or six years. There- 
a f t e r  it would willy-nilly have to be used for refining copper-a 
purpose for which it was not ideally suited. The advice of the 
Metalurgical Institute, Jamshedpur was that with certain modifica- 
t ions and changes, it could be made suitable for refining copper. 

Investment in international Finance Corporation. Para 73, Page 74. 

99. The Government of India is one of the original members uf 
the International Finance Corporation formed in August, 1956 a ~ d  
have invested a sum of $4,431,000 (about Rs. 2.11 crores) as share 
capital in the Corporation. The purpose of the Corporation is to help 
productive private enterprises in under-developed countries by move- 
ment of funds from capital-exporting countries so'as to further their 
economic development. On 30th June. 1960 the subscribed capital of 
the Corporation amounted to $96,506.000. Of this, only about 10 per 
cent had actually been invested in enterprises in under-developed 
countries and no part of that investment had come to India. 

100. It  was stated in evidence that the Corporation had approved 
of one loan but the Indian applicant had himself decided not to pro- 
ceed further. At present two projects were under finalisation. An- 
other case epproved by the Corporation had to be dropped as doubts 
had arisen about the bona fides of the party. The witness added that 
the Corporation's rate of interest (7 to 8 per cent plus the right of 
participation in profits and also in shares in some cases) was rather 
mattract ive and Government of India were thenlselves not too kcen 
to encourage investment on these terms by the Corporation in India. 

101. The Committee enquired whether i t  was oh1it:atory for Gov- 
ernment  to invest in the Corporation. A decision to join all thc three 
institutions viz., the International Monetary Fund, International Bank 
for Reconstruction and Development, and International Flnancc Cnr- 
poration was taken toge:her at a time when the quantum of foreign 
aid that would be available was not known. But in vic~w of eccrno- 
rnic and political factors, memhcrship of all the thrcc organisations 
was considered desirable. In justification of thc invcstmcnt. it 
was added that the Corporation was a part of thc sct-up from which 
taken as a whole, India had greatly benefited. 

102. To a question the Committee were informed that invest- 
ments in the Corporation did not fetch any interest. In reply to an- 
other question the witness stated that at the last annual conference 



a change in the Articles of Association had been proposed'so as to  
permit the I.F.C. to make straight equity investments. The amend- 
ment had been circulated to all the member countries for voting, 54 
per cent of the votes were already in favour of it. In reply to a 
question the witnws stated that investment terms of the Corporation 
were not a part of its Articles of Association. The terms thereof 
were settled by the Corporation after it came into being. Asked 
about the Indian Government stand a t  the time the terms of loans 
were finalised, the witness stated that Government stnod for lnwer 
rates of interest. 

Appropriation Accounts ( C i v ~ l )  , 1959-60, Vol.  I-Grant No. 23-Un;.on 
Excise Duties-Page 13. 

103. There was a saving of Rs. 14 lakhs (entirely under sub-Head 
D. &other charges) out of the grant o f  about Rs. 8: 09 crores. 

104. The Secretary. Departn~ent of Revenue stated that the pro- 
vision under sub-Head D. 3 other charges was reduced by Rs. 22 
lakhs of which Rs. 12 lakhs were surrendered due to non-purchase of 
two sea-going vessels. The purchase could not be effected in the 
course of the year as the esperts o f  the Navy pointed out that the 
vessels being o f  inadequate speed would not be of much use end 
therr specifications could not be finalised w-~th the N a \ y  during the 
year. Asked as to why the provision was made for ships without 
their specifications having been finalised, the witness stated that spe- 
cifications had been prepared by the Department but before placing 
orders i t  was considered desirable to consult the Navy in !his matter. 
Onc could tvish, hc nddrd, that this should also ha\.e been done earlier. 

105. Expla~nmg thc  rrasons lor the rest of :he savmgs under the 
sub-head the  \vit~wss stated th;rt a sun1 of Rs. 4.46.000 had been pn>- 
vidcd for glt.lrrg r i .~ ; l rd s  fur the seizures effected ~n smugghng cases. 
Rut thta rewards could r io t  be finalis& as the csws had to be proved 
and decided. T h ~ s  rcsu l td  rn savings To a question he stated that 
the provison  for rewards was made on the basis of past results and 
trends in smugglrng. 111 caws like this i t  was not possibk to make 
an  nccuratc forwnst nf c ~ s ~ w w i ~ t u r t ~ .  

106. Out of t h r  original provismn of Rs. 11 lakhs there was a 
saving of Rs. 9-63 lakhs. Pmcttrally the entire amount provided for 
land and buildings and about 50 per ctxnt of the amount provided for 
Plant and Machinery had been surrendered. 



107. The representative of the Ministry stated that the provision 
had been made for construction of a labour colony, a hospital and 
some staff quarters. The budget provision had been made much 
ahead of the commencement of the financial year and at the time of 
the revised estimates, the amount was surrendered. 

Grattt No. 114-Capital Outlay on Mints, Page 142 
108. Against the original provision of Rs. 48-54 lakhs there was a 

saving of Rs. 37.02 lakhs (76.27 per cent). Large savings had occur- 
red under sub-heads A(1) (i)-Land and A. 1 (3)-Plan and Machinery. 

109. The witness stated that included in the provision of Rs. 37 
lakhs [under sub-Head A(1) (i)] was a sum of Rs. 22 lakhs payable 
for land to the Bombay Government, which, it was envisaged at the 
time of preparation of the Budget towards the end of 1958, would be 
payable, after going through the usual procedure, in 1959-60. But the 
Bombay Government pressed for earlier payment. Consequently 
Rs. 20 lakhs against Rs. 22 lakhs were paid to that Government in 
two instalments in 1958-59. 

Grant No. 113--Cap~taI O u t l q  on C u r r e n q  and Co:nage 
Stih-head A-2-Buildings-Page 140. 

110. Under this sub-head out of the original provision of Rs. 39.94 
lakhs there had been a saving of Rs. 27.68 lakhs. The witness ex- 
plained that the progress of the construction was slow. This was not 
anticipated when the budget estimates wcre prepared. The amount 
of Rs. 39 lakhs was made up of two items. One of them was for the 
new Currency Press, work on which was already in progress. Rs. 31 
lakhs had been provided for it. But expenditure was not incurrrd after 
the Labour Officer pointed out that the building lacked arrangement 
for cross ventilation. 

Grant No. 34-MisceZlaneous Adjustments between the Union nnd 
State Governnzents-Note 3, Page 126. 

111. Though the actual expenditure fell short of the final grant hg 
Rs. 4,13,521, a supplementary grant of Rs. 1.71 lakhs was obtained fn 
February, 1960. 

112. The witness stated that the grant related to the administra- 
tion of the Petroleum, Explosives and Arms Act and the Carbide 
of Calcium and Cinematograph Film Rules which were administered 
by the State Governments on behalf of the Government of India. 
Under the arrangement, the amounts collected by them were paid to 
the State Governments as the cost of administering the Acts and the 
Rules. The estimates were framed on the basis of past recefpts and 



!likely trends in rwenue intimated by the Accounts CMlcers. The 
.actual receipts were, however, less than what had been anticipated. 

Appropriation Accounts (Civil), 1959-60-Vol. XVIII 
Grant No. 137--Capital Outlay on Building 

Jnfructuous expenditure, Note 4 ,  Page 56 

113. An e x p e n d i h e  of Rs. 2,606 was incurred on the excavation 
,of foundations and laying concrete early in 1955 in connection with 
the construction of 20 flats for oflicers of the Income-tax Depart- 
ment at Madras. The work was, however, abandoned in March, 1955 
,owing to a decision to change the layout plan. As a result, the ex- 
penditure on the work proved infructuous and was written off by 
.Government in November, 1959. 

114. It  was explained that originally Government had thought of' 
constructing residential quarters only on the acquired land. Later 
on they decided to hs\.c :h<, f? .: building there. In  order to avoid 

expenditure on purchase of new land the layout plan for the flats 
was changed. 

115. The Committee then adjourned to mee: again at 15.00 hours 
on Tuesday, the 22nd August, 1961. 



Proceedings of the! 16th Sitting of the P.A.C. held on Tuesday the 
22nd August, 1961 

116. The Committee sat from 15.00 to 17.30 hours. 
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M I N I S ~ Y  OF FINANEE (DEPARTMENT OF E.A.) 

Shri A. G. Krishnan, Under Secretaq.  

MINISTRY OF TRANSPORT AND COMMUNICATIONS 
(DEPARTMENT OP TRANSPORT) 

Irregularities noticed in t he  accounts of a Tourist Office-Para 36 of 
Audit  Report-Pages 36-37 

117. Certain irregularities in the accounts of Tourlst Office, Paris 
were referred to in paras 72-76 of the 25th Report of P.A.C. Vol I1 
(1959-60). The Audit para disclosed further irregularities in the ex- 
penditure on renovation, decoration. furnishings etc. It has been re- 
ported that detailed plans for the works were not prepared and orders 
were placed mostly on a single-tender basis. No work orders were 
issued to the contractors and there was no evidence :o show that the 
bills and estimates of the firm were checked either by the Tourist 
Wee or the architect. In almost every case the cost of the actual 
work exceeded the estin~a tes. Expenditure on publicity was incurred 
through an advertising agent but there was no evidence that the 
advertisement charges paid to him were checked with reference to 
the actual insertions or the printed tariffs of the concerned 
publications. 

118. The Conunittee of 1959-60 were inforn~ed in October, 1959 
that the Tourist Officer concerned had been served with a charge- 
sheet and his explanation was under examination of the Government. 
The Secretary to the Ministry further informed the Committee that 
the irregularities mentioned in the Audit Report under examination 
had been taken into account at the time of framing the charges egaiast 
the Ofher .  The case had been referred to the US.S.C. in November, 
1060, whose m r n m c r ~ d n t i o n s  were awaited. The officer hod been 
trpnoferred to another appointment connected with the training od 
rukffdfnak of8~ars in tourism, where he was not required to haad). 
trah trarrrsactions. 



119. Dealing with the irregularities mentioned in the Audit Report, 
the representative of the Ministry informed the Committee that the 
irregularities pertained to the period prior to July, 1957 when the day- 
to-day control of the tourist officers abroad rested in the Embassies 
concerned. The estimates for the work of renovations, decorations 
etc. were prepared by the Tourist Office and approved by the Embassy. 
Against the estimate of Rs. 1.80 lakhs, however, the Government ac- 
corded sanction to an expenditure of Rs. 1-20 lakhs only. In accord- 
ance with the practice followed on the Continent the whole work of 
alterations. decorations etc. was treated as a composite scheme. Six 
parties (architects) were asked to quote their rates for the scheme. 
Only two quotations were received of which the lower offer was ac- 
cepted with the approval of the Embassy. Having accepted the com- 
posite scheme it was left to the architect to see how best the work 
could be carried out. No work orders were therefore issued. His 
attention having been drawn io the statement in the Audit Report 
that there was no evidence to show that the bills and estimates of the 
firm were checked either by the Tourist Office or by the Architect, 
the witness stated that  these irregularities were covered by the de- 
partmental enquiry. It was no: the Ministry's contention that no 
blame attached to the Tourist Officer. 

120. To a question ivhethc.1. the Ministry had any  s y s t c m  o f  check- 
ing such irregularities. the represen:ative of the hlinistq stated that 
the foreign service inspectors of the Ministry of External Affairs were 
asked from time to time to i n s p t ~ t  these Tourist offices The senior 
officers of the hIinis:ry aljo inspected the oflces whenevcr they hap- 
pened to visit the foreign coun:ries. The witness further explained 
that the irregularities of the type mentioned in the Audit Report could 
&cur only when ni,w premises were acquired and  decorated. The 
bulk of the expenditure in these ofices related to publicity and sirin- 
gent measures had bccn adopted to keep a watch over such 
expenditure. 

Inaccurate and fictitious measurements and drawn1 oJ funds to avoid 
lapse of budget grant-para 38 of Audit Report. 

121. The Additional Deputy Commissioner (P.W.D.) , Mokokchung 
in the Nega Hills drew cheques aggregating Rs. 43,100 on 31st March, 
1957 for payment to some contractors for five works. The bills were 
prepared on the basis of measurements recorded in March, 1957. In 
November, 1957 the works were remeasured and it was found that 
in two cases the measurements recorded in March were fictitious as 
the works had not at all been executed. It was explained in Septem- 
ber, 1958 that the bills were originally prepared in order to avoid 
lapse of budget grant. 



122. In evidence, the representative of the Ministry of Transport 
and Communications stated that the works in question were executed 
by the Assam Government. Subsequently the administration of the 
area was transferred to the Central Government. Three offtcers (one 
junior engineer and two overseers) were held responsible for the 
irregularities mentioned above and disciplinary action had been id -  
tiated against them. The delay in initiating disciplinary action in this 
case was due to certain legal complications arising from the fact that 
the officers were under the employment of the State Government 
when the irregularities were cornrni tted. 

Hindustan Ship?rard Ltd.--Loss drre to  delay in accepting the h e s t  
ofler-Para 68 (i) . 

123. In response to quotations mv~ted by the Company through 
their foreign consultants, a firm offered on 31:;t August, 1956 to supply 
a galvanising plant with a pickling plant of slmpie design at a cost 
nf E8,497. Thc offcr w-as valid upto the 30th November, 1956 but was 
later extended till 31st January, 1957. On 24th January. 1957 the  
consultants reported favournbly on the firm's quotation. but the 
Board's approval for the purchasc of the plant was not ob:ained till 
the 15th April, 1957. hleann-hile, the firm revised its quotation and 
the Company had to make an extra payment of f 412 (Rs. 5,493). 

124. The representative of the  Ministry informed the Committee 
that after the opinion of the forei~m consultants was received the 
technical officers of the company further examined the tender docu- 
ments which took some time. lie added that the purchase being 
beyond the financial powers of the BIanaging Director, the Board's 
approval had to be taken in this case which involved further delay. 
The Committee inquired whether :he consultants were infornled of 
the fact that the offer was valid only upto the 31st January, 1957. The 
information was not available. To a question why the tender dacu- 
ments were not examined simultaneously by the foreign consultants 
and the technical officers of the Company, it  was staked that the docu- 
ments, being very bulky, were given to the cansultants in original. 
The Secretary to the Ministry, however, admitted that the Manage- 
ment was not vigilant enough in handling this case. I t  did not even 
request the Am to extend the period of its offer beyond 31st January, 
1957. Instructions had since wen issued to the Company to be more 
vigilant and avoid such lapses in future, The financial powers of the 
Managing Director had been increased to Rs. 10 lakhs in respect d 
purdhases for the purpose of ship construction. His powers in respect 
of capital-works, however, remained restricted to Rs. 1 lalch. 



Hindustan Shipyard Ltd.--Loss in the purchase of Oregon Pane Tim- 
ber-Para 68 ( i i )  . 

125. On the basis of an annual estimated requirement of about 
1,000 tons of Oregon Pine Timber, quotations were invited by the 
Company in March, 1957 for the import and supply of 500 tons on the 
condition that tenders should be submitted within one month of the 
tender notice and supplies completed by the end of June, 1957. The 
tenders were opened on the 10th April, 1957 and the order placed on 
7th June, 1957. The timber was received in February, 1958 and mean- 
while the Company purchased 90 tons of timber in October and De- 
cember 1957 from the stockholders in India at an extra cost of 
Rs. 48,000. I t  was explained to Audit that the requirement had been 
planned on the basis of a normal time lag of 61 months, as experienc- 
ed by the Company in respect of earller supplies, but there were 
delays in finalising the contract, arranging for the import licence and 
getting sanction for the release of foreign exchange 

126. No specific reply was given by the representative of the Min- 
istry to the question as to why two months' delay occurred in placing 
the purchase order after the opening of the tenders. He stated, how- 
ever. that in regard to the delays in this case, he had no reasons to 
disagree with the statements made in the Audit Report. The general 
impression of the Ministry was that the working of the  Shipyards had 
progressively improved. The witness further informed the Committee 
that prior to the year 1957-58 the Company met its full requirements 
of this type of timber (about 1,000 tons) through imports. In 195738, 
in the context of foreign exchange and other difficulties, efforts were 
made to find and utilise indigenous timber of more or less the same 
quality. The import during the year was, therefore, restricted to 500 
tons only. The Company had now switched over completely to 
indigenous timber. 

Compensation to o f l i c ~ s  and crews of ships for War injuries and for 
War damages *to their Meets-Para 80. 

127. During the Second World War the Government of U.K. sanc- 
tioned schemes of awards to the Indian Seamen working in the British 
Merchant Navy Vessels for injuries, loss of personal effects, detention 
suffered by them due to enemy action and also to the dependents of 
the seamen who died during enemy action. The schemes were admin- 
istered by the Government of India on behalf of the Government of 
UK. and payments were made against claims approved by the latter. 
A financial agreement in this connection was to be reached after the 
end of the War. After partition, the procedure for collecting the 
amount from the U.K. Government became complfcated. -In 1958 m 



agreement was reached according to which the date of capitalisation 
.of the continuing pension awards was fixed as 1st January, 1959. It 
was also agreed that the Government of India would compile the 
necessary data for preferring the claim for the period upto the 14th 
August, 1947 and for the subsequent periods the Governments of India 
and Pakistan would work out their claims separately. It was men- 
tioned in the Audit para that out of the estimated claim of Rs. 83,84,527 
for the pre-partition period a claim of Rs. 49,34,237 was preferred 
against the Government of U.K. and a sum of Rs. 36,82,104 only had 
been realised upto November, 1960. Against the estimated claim of 
&. 72,14,790 for the post-partition period a claim of Rs.,32,53,322 was 
preferred to end of November, 1960 and a sum of b. 4,96,313 had been 
~ealised. 

128. In evidence, the Committee were informed that difficulty was 
in this connection in July, 1960. The progress made thereafter in 
accordance with the 1958 agreement. An agreement was reached 
in this connection in July, 1960. The progress made thereafter in 
the realisation of the outstanding amounts from the Government of 
U.K. was quite satisfactory. Upto the end of June, 1961 claims aggre- 
gating Rs. 1,36,57,000 had been preferred and a sum of Rs. 65,443,000 
had already been recovered. Out of a total of 359 cases, claims in 
respect of only 2 remained to be worked out. 

Savings under Grant No. 133-Capital Outlay n Ports-Page 72, 
Appropriation Accounts, VoI. XVII. 

129. Against the final grant of Rs. 3,03,50,000. the Ministry spent 
only a sum of Rs. 1,85,63,724. The saving of Rs. 1,17,86.276 represent- 
ed 38.83% of the total Grant. The Committee inquired the reasons 
for such a large saving. In extenuation the Secretary to the Ministry 
of Transport stated that expenditure under the Grant related mainly 
to the Kandla Port, where the work in connection with the extension 
of the fifth berth had to be suspended due to the condition of the soil, 
which did not turn out as anticipated on the basis of the earlier expe- 
rience in regard to construction of four berths. The entire work of 
coqstruction on the project had to be slowed down due to these reasons 
which resulted in a shortfall in expenditure. 

Purchase of boilers far in advance of tequirementa-Note 2, P a p  73, 
Appmp+iatton Accounrs, Vol. XVII. 

180, Twa boilers were imported in June, 19% at  a total cost of 
Ra 2,21,965 to replace old boilers of a Suction Dredger. The replace- 
ment had not yet taken place as the dredger was continuously in ope- 
ration and could not be spared for a period of abouti sit: months ra- 
quired for changing the boilers. 



131. In evidence, the Secretary to the NIinistry stated that tfrr, 
boilers were purchased to provide against any breakdown of the e d t k  
ing boilers which were 25 years old. I t  was fortunate that with cer- 
tain repairs the Port was able to operate the Dredger with the old 
boilers. In the opinion of the witness, it was a wise act on the part 
of the administration. There was also no loss as subsequently the 
price of the boilers had risen by about 427ii. The C. & A.G. pointed 
out that there was a report from the Superintendent of the Port Audit 
Office in May, 1957 that the boilers were lying in the open. The Com- 
mittee inquired about the arrangements made for the storage of the 
two boilers and the extent of deterioration caused to them due to long 
storage. The witness promised to furnish a note to the Committee. 

Excess payntcnr on purchase of mal-Note 3, Page 73, App~opr ia t io~~  
Accounts, Vol. XVII. 

132. A contract entered into with a foreign firm by :he I.S.D., 
London for the purchase of a sucticn dredger provided inter alia that 
any consumable stores remaining on board after delivery of :he dred- 
ger would be taken over a t  "ruling prices". Accordingly 240 tons of 
coal were taken over by the Port Administration; and a claim pre- 
ferred on the basis of actual expenses incurred by the foreign firm 
towards acquisition and s:orage of coal was accepted. This exceeded 
the ruling price by abou? Rs. 25.760. 

133. In evidence. the representative of the Ministry stated that ac- 
cording to the Legal Adviser to the High Commission in U.K. the rul- 
ing price meant the price prevailing at  the place of delivery i.e. Vim- 
gapatam Port. As the type of coal was not obtainable at  the port it. 
was found difficult to fix the ruling price in terms of the contract. 
He added that the Naval Architects, a private firm, who negotiated 
the contract had opined that their intention in including the term 
'ruling price' was to provide for payment of actual cost. 

Inftuctwus expenditure-Note 4, Page 73, App~upriation Accounts, 
Vol. XVII. 

134. In this case a tide gauge purchased in November, 1953 from 
a foreign firm at a cost of Rs. 9,547 was discarded as unsuitable for 
use in the Kandla Port. It was stated that the indenting officer failed 
to indicate the right type of instrument suitable for operation at the 
Port. The matter was reported to Government in 1857 who approved 
in 1959 the disposal of the instrument through the D.GS. & D. No 
action could be taken against the of8cer responsible for the wrong 
purchase as he retired and left the country in June, 1955. Step w+re 
wing taken to fix rmponsibility for the delay in notifying t b  dlsporrl. 
d the equipment to ths D.Q.S. & D. 



158 
135. The Committee were informed that the Deputy Port Coiz- 

missioner responsible for the purchase was an ex-officer of the Bfitish 
Navy, and was engaged on a contract basis. The equipment had not 
been disposed of by the D.G.S. & D. as yet. 
Audit Comments on the Accounts of the Vizagapatam Port for the 

year 1959-60-Pages 113--115 of .Appropriation Accounts, Vol.  
XVIZ. 

136. (i) Interest on capital advanced before 1-4-lg46.-Interest on 
capital advanced by Government prior to 1st April, 1946 had accumu- 
lated to a sum of Rs. 3,74,93,169. This was not reflected in the Balance 
Sheet. The matter was stated to have been under consideration of 
Government for three years. 

137. The Secretary to the Minis:ry informed the Committee that 
a decision had been taken thnc having regard to the overall financial 
position of the Por!, the Port should pay the interest on capital 
advaned before 1946. 

138. ( i l )  Rules for the prozwion of Depreciation.-The represen- 
tative of the Jlinistry stated :hat the rules for the provision of Depre- 
ciation Reserve Fund had been prepared and sent to Audit. 

139. (iii) Stores Ba1ancc.s.-The nmxirnum and minimum of &fie- 
rent items of  stores had no: been fixed by the Administration even 
though they had agreed to do so in December, 1959. The Secretary 
to the Ministry admitted that i t  was a failure on the part of the Ad- 
ministration. He promisccl to expedite the matter. 

Szrbveuticms from Central Road Fund A1Iocatimis-Pages 52-53, Ap- 
propriation Accounts, 1'02. .XVll. 

140. The accounts of the Central Road Fund disclosed that sum 
amounting to Rs. 6.20 crores and Rs. 94 lakhs were lying unutilised 
with the Central and S:ate Go\wnmcnts out of the allocations made 
from the Fund. Besides the above, the balance in the Fund as on 31st 
March, 1960 was Rs. 17-33 crores. 

141. The Conmiltee inquired the reasons for the PIIOCLIL~OILS re- 
maining unspent to such a large extent. The representative of the 
Mlniatry stated that 80$:, of the annual revenue accruing to the Fund 
(about RB. 4 to 5 crares) wgs allocated to the State Government on 
the bagis of consumption of petral in their respective areas. Tlw 
State Governments sent a list of schemes about three years in advance 
and indicated the approximate expenditure to be incurred therean. 
After tbe schemes were approved by the Central Government funds 
were aUocated to the State Governments. Thereafter, the prqmrw 
tion of detailed estimrtes, conducting of aunnys and final excscuUcm 



af  works were left to the State Governments concerned. It waa be-. 
cause of delays in the execution of the works that the funds allocated 
to the States remained unspent. The witness added that a couple of 
years earlier the procedure for allocation of funds was modified to 
.permit the States to submit schemes three years in advance instead 
of two years as in the past. Some improvement was noticeable as a 
.result. The balance in the Fund which was Rs. 19.7 crores in 1957-58 
had come down to Rs. 17.3 crores in 1959-60. 

DEPARTMENT OF COMMUNICATIONS AND CIVIL AVIATION 

Non-revision of aerodrome charges and non-assessment of air naviga- 
tion charges-Para 37 of Audit Report 

142. Considerable expenditure is incurred for providing "en route" 
technical facilities to aircraft flying over the Indian territory e.g., tele- 
communications; radio and other aids to navigation; air tramc con- 
trols etc. The 1944 Chicago Convention on International Civil Avia- 
tion recognised that suitable charges might be imposed by a country 
for these services and some countries are levying such charges. 
The question of recovering suitable charges by the Government of 
India was taken up by Audit in July, 1960 and the matter was stated 
to be under their consideration. As regards landing and housing 
charges recovered from the aircraft landing at the aerodromes, the 
rates were fixed originally in 1937 and revised in 1946. A further revi- 
sion of these charges was also stated to be under examination of 
Government. 

143. In evidence, the Director General of Civil Aviation informed 
the Committee that only two countries viz., Canada and Formosa were 
levying charges for "en route" facilities from aircraft overflying their 
countries. The question of l e~y ing  such charges had been examined 
by the Government of India and it had been decided not to levy them. 
If India imposed these charges it was quite possible that other coun- 
tries in Asia might follow suit, in which case the income obtained 
through this source would be counterbalanced by similar charges paid 
by Indian Aircraft to other countries. As regards the landing and 
housing charges, the witness stated that at the time of revising the 
charges in the year 1946 the development in the foreseeable future e.g. 
operation of jet aircraft etc. had been taken into account. The ques- 
tion of further revking the charges was, however, under examination 
.I Govement. The 'landing charges' collected by India included 
the charges for navigation, the servfoes of Airport personnel and the 
meteorological and telecommunication services. To a question, the 
D.G.C.A. replied that a study of about 25 countries had indicated that 
%be charges levied by India wore equal ta or more than the chugw 



levied in 14 countries. Audit pointed out that the charges collected 
by India in respect of Viscounts and Dakotas were considerably lower 
than the charges levied for those aircraft by U.S.A., Burma and others. 
The D.G.C.A. explained that these types of aircraft were mainly used 
for domestic services. An increase in the charges would adversely 
affect the Indian Airlines Corporation. 

Delay in disposal of aircraft-para 69 

144. The Board of the Indian Airlines Corporation decided in De- 
cember, 1955, to sell 12 Viking aircraft. In March, 1957, two of the 
Vikings could be offered for immediate sale. Oflers were received 
from two firms one quoting £25,000 and the other E 19,500. Govern- 
ment sanctioned the sale in May, 1957, but permission for export of 
the aircraft was not accorded till August, 1957. By this time the two 
offers had lapsed. The Corporation decided in January, 1960 to dis- 
pose of all the Vikings as scrap at about Rs. 20,000 per aircraft as a 
package deal. 

145. The delay in the issue of sanction for export of the aircraft 
by Government had resulted in a loss of about Rs. 6 lakhs on the two 
Vikings. 

146. The Secretary to the Ministry informed the Committee that 
the request for permission to export the Vikings was received in the 
Ministry of Communications on 10th April, 1957 and was referred to 
the Ministries of Defence and External Affairs for concurrence on 
17th April. Despite reminders issued to the Ministries by the 
D.G.C.A. the Ministry of Defence accorded its approval on the 29th 
July, 1957 and Government sanctioned the export on 3rd August, 1957. 
Besides this delay in issuing sanction for the export of the aircraft 
the witness added, there was another factor which accounted for the 
rejection of the offers in March, 1957. The offers were regarded by 
the Indian Airlines Corporation as too low for acceptance. On being 
pointed out that the Board of Directors of the Corporation had autho- 
rised the Chairman to dispose of the aircraft at a price not less than 
E 16,000, the witness stated that the offer of £22,000 was not accepted 
by the Corporation as they expected to get a better offer for the air- 
craft. The 12 Vikings had ultimately been sold for Rs. 3 lakhs. The 
attention of the witness was drawn to the fact that the Corporation 
had spent about Rs. 3.27 lakhs upto April, 1960 on account of hangar- 
age, maintenance and insurance of these aircraft. The Gencrn? 
Manager, I.A.C. stated that it was only a national loss as the money 
was paid by the I.A.C. to the D.G.C.A. 

.Savings mct Voted Grants-page 87, Appropriation Accounts. Vd.  
XVll 



188 
147. Under Grant No. 132-Capital Outlay on Civil Aviation, 

against a final Grant of Rs. 4,33,27,000 there was a saving of 
Rs. 43,72,449. The Committee inquired the reasons for such a large 
saving. The representative of the Ministry stated that an important 
factor contributing to the shortfall in expenditure was non-receipt of 
stores worth about Rs. 9 lakhs. He promised to furnish a note to  the  
Committee. 

hfructuous expenditure-note 4, page 6'7, Appropri,ation Accounts 

148. A piece of land for the construction of an aerodrome a t  Jog- 
bani was acquired through the Land Acquisition Officer of the Bihar 
State. The construction work was objected to during its progress on 
the ground that there was a graveyard at the site of the work. I t  
was, therefore, decided to divert the runway which resulted in an 
infructuous expenditure of about Rs. 27,188. 

149. In evidence. :he Committee were informcd that the revenue 
records did not show any paveyards on the land nor was any ohjec- 
tion raised by the local inhabitants a t  the time the land was notified 
for acquisition. Subsequen;ly, the work had to be suspended due to 
a local agitation. The attention of the witness was drawn to the fact 
that on the 12th November, 1957 a question on this subject upas raised 
in the Lok Sabha while the land was handed over to the C.P.W.D. 
only on the 21st November for starting construction. The Secretary 
promised to furnish a note on the subject t o  the Committee. 

Delay in  submission of Xotes!Memq. indicating action taken on the 
earlier reports of P.A.C. 

150. The 25th Report of the P.A.C. was presented to Parliament on 
the 28th March, 1960, Out of 12 recommendations pertaining to the 
Department of Communications and Civil Aviation, the Department 
had furnished replies in respect of two paras only and notes on 10 
paras were outstanding. The Committee inquired the reasons for 
the abnormal delay, The Secretary to the Ministry promised to look 
into the matter and expedite thr submission of requisite information 
to the Committee. 

151. The Committee then adjourned to meet again at 15.00 houm 
on Wednesday the 23rd August, 1961. 
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MINISTRY OF EXTERNAL AFFAIRS 
Audit Report (Civil), 1961-Part I 

Fxtra expenditure, para 16, pages 17-18 
153. Despite rejection by Government of a proposal for ern ploy^ 

rnent of cleaners at  the residence of the Head of a Mission, two 
cleaners were employed by the Mission resulting in an extra 
expenditure of Rs. 29,604 upto 31st March, 1959. In July, 1958 the 
Mission approached Government for sanctim to that arrangement 
on the ground that the residence was too large for the cost of clea- 
ners to be met out of frais. But that reference was mislaid and 
reply delayed. Government issued ex post facto sanction Por 
expenditure incurred upto 30th April, 1961. It was also decided to 
abolish the two pasts from the regular establishment and to raise 
the frais of the Head of the Mission with effect from the 1st May, 
1961 so that the cleaners might be paid out of the frais and not fmm 
Government funds. 

154. The Committee wanted to knos- k w  the cleaners were 
employed in defiance of Government orders. The Special Secretary 
of the Ministry admitted that it was a mistake for which the Ministry 
and the Mission were both responsible. Asked whether it was not 
desirable to employ India-based men for such posts the witness stated 
that the previous experience with India-based servants was not uni- 
formly good and it did not show much saving either. Although the 
salary of an India-based recruit (about Rs. 200) was less than that 
payable in a place like London to a local recruit (about Rs. 350), the 
difference was largely neutralised by thc passage and other conces- 
sions applicable to the former. India-based men were also generally 
reductant to serve abroad in such posts. 
Defects in the muintenanca of accounts of furniturc, etc. in Indian 

Missions abroad, para 71, pages 72-73 
155. Local inspections conducted between 1955 and 1959 in several 

Missions revealed irregularities such as (a) excessive purchase of 
costly articles like d i i r  and tea .sets and special articles of f u n &  
ture without prior Shnction of Government (b) purchases without 
obtaining cornpeti~ve quotations (c) non-main tenance of the stock 
accounts in the prescribed forms (d) omission to record particulars 
of vouchers of payments, dates of payment, etc. and to indkate pro- 
per descrfptfons of articles to guard against their removal or replats 
m a t  (e) ahPence of annual physical verification of stocks (I) fanun 
to investigate and Ax responsibility for the loasea or to record f.orma! 
certifEcntes in respect of articles handed over/taken over by the out- 
going/ineoming officers and (g) excessive supply of furniture at  
.Jmcers' resSdenees without rezit. 



156. One or the other irregularity of the  type6 mentioned above, 
was indicated against 22 Missions at Colombo, Belgrade, Paris, Bonn, 
Brussels, The Hague. Prague, Moscow, Rangoon, Dacca, Jedda, New 
York, Sourabaya, Manila, Bangkok, Geneva, Peking, Ottawa, Rio-de- 
Janeiro, Vienna, Rome and Santiago. In 17 Missions physical verifica- 
tion of stock was not done annually. The Committee asked the Spe- 
cial Secretary of the Ministry to name the Missions where stock 
checking was being regularly done. The witness did not give a sped- 
Ac reply but stated that the Stock Regsters were being kept wher- 
ever Audit party had not gone. Audit informed the Committee that 
the list of places, where physical verification of stock was not being 
done regularly, had become longer. In reply to a question, the C o w  
mittee were informed that at Peking where the last audit had taken 
place in August, 1960, verification of stock had been taken in hand. 
In Paris, stock had been verified only from 1956. In Vienna, verifica- 
tion was done in Map, 1959, but could not be done in 1960. It  was 
being done now. The witness pleaded that the omissions in stock 
verification should be viewed wi:h some indulgence as the Missions 
were not provided with separate staff for doing this work which was 
onerous in nature. To rt questton whether in the computation of staff 
requirements, the itern of work In question was not taken into ac- 
count, the witness stated that according to his recollection no s + d  
had so far been allowed for this purpose. The Ministry were consider- 
ing the ques!ion whether a Caretaker should not be provided in every 
Embassy for looking after the stores. 

157. The Committee desired to know the circumstances in which, 
in the Missions a t  Bangkok and Belgrade, furniture was supplied to 
some members of the stafT at their residences in excess of the scale 
prescribed by Government without recovery of rent. They were 
informed that the excess represented extra furniture for which no 
storage space was available. The furniture had originally been pur- 
chased for unfurnished residences and later became surplus when 
furnished residences were hired. 

Appropriation Accounts (Civil), 196D-Cg-Vol. V1 
Grant No. 16-Tribal Arcas 

Notes 2 and &-page 1- 

158. In this grant against the total saving of Rs. 54,64,104, a sum 
of Rs. !$4,78,700 was surrendered. SubHeeds A.1( 1 )-Pay of ot"Bcm 
and A1 (2)-Pay of Eatablishrnent at page 2 showed large savingg 
S h i h 1 y ,  subhead B-I-Expenditure on Buildings af Militia and 
Frontier C0twtabulat-y at page 2 and sub-hesd C. ?--Community 
P r o f w t s ,  &c. at page 3 showed savings in pmvisfan far worlrs 
~xponditute. 



159. I t  was explained to the Committee that savings under sub- 
heads A.1(1) and A.1(2) were due to the sanctioned posts remain- 
unfilled. The Comptroller and Auditor General pointed out that 
under those sub-heads savings of the same order had ocmrred during 
195859 a h .  Asked about the saving of Rs. 77,325 under sub-head 
B-Buildings at page 2, the Committee were informed that it was due 
to non-receipt of estimates. As regards surrenders of Rs. 3,34,700 
under that sub-head the witness stated in the tribal areas it was dffR- 
cult to estimate accurately and maintain progress according to plan 
in spite of best efforts. Lack of means of transportation hindered 
timely movement of materials. Moreover, the staff there was not 
of the same calibre as was found in settled areas, though every year 
there was an improvement. As regards surrenders of Rs. 5,70,000 
out of a provision of Rs. 12,10,000 under subhead C. 7 at  page 7 the 
witness stated that, he believed there had been considerable improve 
ment in the pear 1960-61. 

Grant No. 1 9 E x t e r n a l  Affairs 

Ex-gmth payment. Note 7. page 32- 

160. An Officer transferred from Kathmandu to Ottawa was given 
home leave before proceeding abroad. He was not medically exmin-  
ed before proceeding to take up his new appointment. He fell ill on 
the way and had to stay with his family in London for treatment 
from July to Sep:ember. 1957. In view of the heavy expenditure 
incurred by the Officer, Government sanctioned nn ex-gtatin payment 
of Rs. 1.400 to him. 

161. The witness admitted that the officer had not been medically 
exam~ncd in the regular manner before being sent abroad. While in 
Kathmandu, the officer was not well. At Dellu he was admitted to a 
hwpital and was discharged as fit. Subsequent reports from London 
indicated that but for special X-ray. the tumour from which the 
officer suffered would not have been detected. In reply to a question 
he stated that the oficer was X-rayed in the hospital at Delhi but 
i t  was thought to be a case of an Appendix The Committee enquired 
whether the case was brought to  thc? notice of the Foreign Secretary 
before orders for his posting abroad were issued as required under 
the rules. The witness replied in the negative. He, howwcr, urjpd 
that the maMv of the omcer was not susceptible of detectton by the 
general medical check-up which was ordimrily given to persons prior 
to being sent abroad. Themfare, he thougbt that the mwm d 
events would not have been any different had the matter bean sub- 
mitted to the Foreign Secretary. 



Grant No. .l%State of Pondicherry 

Waiver of recovery, Note 3, page 66- 

162. The recovery of a sum of Rs. 1,786 representing deputation 
allowance erroneously paid to  an officer was waived by Government 
in November, 1959 on the ground that recovery would cause hard- 
ship to him. 

163. The Committee were infurmed that after due examination 
in the M~nist iy  and with the concurrence of the Ministq of Finance 
the deputation allowance had been sanctioned in favour of the officer 
and drawn bi. hlrn in a h o m  fide manner I t  was not cons~dered fair 
to rtsco\w the al1o~v:ince paid under a proper, thrwgh erroneous, 
sand i r m  

Grant No. 111-Capital Outfey of the Ministry of External 
Affairs-Page 6 4 -  

164 In this grant, a sum Rs. 8.26 llnkhs ws4 3ulrencIcrt-xi The 
artual cupckndlturc ructmlcci t h t  final grant r e -d t lng  in  an excess 
of Rs. 3 . 5 2  lakhs 

167 'l'ht. w~tnc~s.k cxphi11ed that after the surrender. unespcc:ed 
debit \ tvcl t. raised rc~iulilng In csccss expenditure. 

1GG Tnu ,!st QJficcls nl)i-cwri - -The Curnn~ittec cnqu~red  about the 
control or tht. Ministry o\.cr thc tourist centres abroad. They were 
infor.nlt.:l i hat ! ( - L I ~ ~ s ?  1-cvtrt~:, so fa:. h;id :n:wt:ond nlorp 01- less inde- 
pcncicwti:, o t  the control oi ?he hmhnssador in thelr day to day 
w~,rking although pay and ~lilowances of the staE were under his 
aJmintstrat I V V  chaigc . Thrrc had, however. been a proposal from 
thc &inlhtry o f  Trnnspor1 that the Tourist Centre In Germany be 
m;dc part of the Consulate (;encvxl at Frankfurt. hsked about the 
financ1;tl control. thc u.itncbss statcd that the Elnbnssy's accountant 
looked into ttic acco~mts and budget o f  the Toill-1st Centre His 

.persrmal opinion was that tourism was not best promoted by offices 
bound by Government procedures. Hc felt that a Corporation wsuEd 
be better medium for t h ~  purpose. In the particular case of Taurist 
Office at Frankfurt, hn\wver, the ciifnculty wits that if  i t  did not 
merge with the Consulate General it would be liable to very heavy 
taxation. 

Grant No. PO--Misccll~neous Expenditure under the Ministry 
of Extrrnal Affairs 

Llosses, Write off ete., Note 1, page 68- 
18'7. A total sum of Rs 2.63.291 representing irrecoyerable advances 

granted to evacuees from Burma, Malaya, etc. under t w  scheme a& 
2OEU) (Ai!) LS-11. 



financial assistance to evacuees from war zones was written off 
during the year 1959-60. 

168. The witness explained that the write off had been sanctioned 
after going through the procedure recommended earlier by the Pub- 
lic Accounts Committee. 

Ministry of Health Audit Report (Civil), 1961-Part I 

In f mct~tous expenditure, para 24, page 25- 

169. Certain plots of land at Calcutta were partly requisitiuned 
and partly taken on lease on 19th Aprll, 1947 from private parties 
and local bodies for starting a Medical College and Hospital. After 
the College and Hospital had functioned for about three years in 
barracks and temporary structures erected on those plots of land, 
Government decided in July, 1950 to close them down in stagcs and 
to derequisition the plots of land. The winding up operation began 
in June. 1951 and ended in December, 1952, but Government had not 
so far been able to restore the lands to the owners as, during the 
winding up period, displaced persons and other unauthorised persons 
had occupied the lands and barracks as and when they fell vacant. 
Government had so far (February. 1960) paid about Rs. 1 1  lakhs 
on rent alone at Rs. 12.828 per month and Rs. 28.844 on account 
of electricity and municipal charges. A further sum of Rs. 27,265 
was still to be pald b. them on account of municipal taxes due upto 
March, 1960. 

170. The Secretary of the h'Iin~stry informed the Committee that 
the Government of West Bcngal had sent information in their letter 
dated 1st August, 1961 that particulars of all the occupants had been 
collected and were under final check by their Land Acquisition 
Officer preparatory to the filing of civil suits against them There 
was every hope that in a year or two the unauthorised occupants 
would be evicted. The Committee desired to be furnished with a 
detailed note indicating inter a h  (a) the number of hona pde 
refugees and others in occupation of the barracks (b) cflorts made 
to get those vacated and to pass on the liabilities for municipal taxes 
on the occupants. 

171. The Committee enquired how the removal of 91 families hod 
not resulted in the vacation of any of the barracks or plots and who 
ther G m r n m e n t  had made efforts to reshutXte the occupants with a 
view to have at least some barracks'plob fully vacated. The w i t n m  
stated that m e  of the barracks had been ccnnplctdy vacaEod at any 
time. Of the plots some had been vacated by the refugees but hod 
been reampied by refugees or others during the movement id poapl0 



from East Bengal to West Bengal. The unauthorised occupants were 
.unlikely to co-oprate with the authorities in any measure for the 
vacation of any part of the premises. Asked whether efforts were 
made to pass on a portlon of the liabihty for taxes to the Rehabilita- 
tion Department of the West Bengal Government the witness 
replied in the affirmat~ve but added that there was no prospect of 
that Government sharing the liability. The Committee inquired why 
the property could not be transferld to the West Bengal Govern- 
ment. The witness stated that it would not be advisable now to do 
so when after having borne taxes and other liabilities for years, the 
possibility of getting the property back was in sight. 

172. The Cummittec cnqu~l-cd why the supply of electricity to the 
barracks was not stopped In accordance with their orders issued in 
June, 1954. The witness stated that Government did not do so for 
humanitarian reasons. In reply to a question, the witness stated that 
to  ensure the safety of the barmcks urgent repairs might have been 
-carried out by the CPWD 

Appropriation Accounts (Civil). 1959-60. Vol. VIII 

173 In this Grant out of the final provision of Rs. 16.53 crores 
there was a saving of Rs. 2 . 1 4  crorm, 1.e 12.97 per cent. 

174. The witness cxplaincd that under the malaria eradicatmn pro- 
gramme, thc T.C M. was to provide aid for the purchase of materials 
the cost of wh~ch Wits c~stimated at Rs 6 43 crores. The actual cost, 
however, turned out to be Rs 5.67 crow? resulttng in a saving of 
Rs. 76 lakhs S~mtlnrly about Rs 7 or 8 lakhs were saved on the 
purchase of 720 mtcroscops which were made available at a price 
cheaper than est~matcd. Consequently Rs 5 lakhs were saved on 
custonls duty also Savings of Hs. 32 lakhs cwcurrt- as the Indian 
Council of Med~cal Rt-rch. during that year decided to hold up 
assistance to a n u m h r  of schemes. till national priorities for research 
pnqramme had been laid down. Nearly Rs. 19 lakhs were saved 
under the famlly plannmg schemes as q u e s t s  for assistance were 
small; further as against &SO urban and !25 rum1 clinics only 32 urban 
and 12 rural clinics were tspcned. Con t ra~~pt ives  worth Rs. 13.5 
lakhs were not reccivcd during the gear. Finally Rs. 50 lakhs were 
mvcd on the .scheme for National Filaria Cantral Programme as the 
quality of BHC to be ptuchaaed was found to btr sub-standad, 
indented mntertal ww not available and bills far same matedab 
were not submitted during the year. 



Grant No. 44-Public Health 

Central Research Institute, Kasauli, Note 4 .  page 38- 

175. The net cost price per cc. of anti-Venom serum, anti-Diphthe- 
ritic serum and anti-rabic serum manufactured in the lnstitute work- 
ed out to 113.71 nP. 214.54 nP. and 109.22 nP. respectively, against 
the existing sale prices of 0.70 nP., 8'2.19 nP. and 0.60 nP. per cc. 
respectively. 

176. Explaining thc reasons fur keeping the prices o i  these pro- 
ducts so low, the witness explained that the ?-ear 1959-60 was the first 
year during which conlmercial accounts were nlaintained by the 
Institute and for the first time the fact that sale price was lower than 
the cost price was noticed. The price o f  anti-\yenom serum had been 
refixed at just above the cost price from the 24th Scptc~nbc.~,  1960. 
In the case of anti-rabic serum a1.c;~) the  prictl ivas pro'poscd to be 
fixed slightly aimve the cost price subject to thi. approval o f  the 
Ministry of Finance. As regards ~ n c  price c.,f anti-tI~pl-itht*ritic the 
Director o f  tile Institiritt had actviscd ;igainst fising thrb price nb-lve 
the cost price as produrtion was in the i n i t i ~ t i  stage.,. quantitirs p!.o- 
duced were small and cn~erhead charge, \-;cl.r. i l lqher ;illin 111c n:lt-ma!. 
Further as t h e  serum was used for childrcrl. the prict. was t , ~  bc kcapt 
within the reach of the consumers. The \vitnes:i csplajr~cd that ?he 
cost prier! of the serum came out t o  he RY. 15 50 for ri tuhc. of ICl.!)OQ 
units and it  war ;.m)w:)scd tn fix t h e  prices i l l '  a ?uhe at Rs. 9 as against. 
the current price of Rs. 6. I n  reply :o a question, thc  witness stated 
that some quantlty of that serum war; prcpr~rcd at  nombay and  Mad- 
ras also. I:: ~ e p i ,  t o  further cjuwtic-ms thc Comrnittec were informed 
that the serum was m o ~ t l y  sold to G o v e r n m ~ n t  instituticms. The 
serum was of the highest qr:nIity x m r d i n g  to thc acccptcd in t tma-  
tional standards. 

Grant No. 4CMiscellaneous Departments and Exprnditurcb 
under the Ministry of Health 

Subhead B. 2(1)  (3)-Planning Orgnniaatml for the Preparation 
of Master Plan for Belhi, page 48- 

177. Out of a prov~sion of Rs. 18.50 lakhs about Rs. 1.48 lakhs only 
had been spent under the above sub-head in this Grant. 

178. The witness explained that the Town Planning Organisation 
had come into existence in 1956 and in the budget for 195940 Rs. 10 
l a b  were provicZed for the preparation of the Delhi Master Plan. 
Later on, that work was transferred to b1hl  Development Auth~rity 



.resulting in a saving of Rs. 10 lakhs. A sum of Rs. 6.50 lakhs war 
reappropriated to another sub-head out of which there was a saving 
of Rs. 1,42,000 raising the total savings to Rs. 11.42 lakhs. 

Grant No. 43-Medical Services 

Outstnncliny dues r e c o i i r r n f i ! ~  f : - r~m State Govcrnrrrents and patients, 
.Yote 3, p(~g(? 14- 

179. In February, 1961 a sum of Rs. 91,174 ivas recoverable from 
diffcrcnt States in rcspcct c)f the patients sent by them for treatment 
in the  Hospi:nl for Menta! 1)isca:ics. Ranchi during 1953-54 to 1959-60. 
Another sum of Rs. 4,789 was  outsr.anding for recovery from certain 
patients some o f   who:^^ h~L1 a l r e d ~ .  been discharged. 

180. T h e  i\.ilrlr>%s oxpiainecl that  sums of Rs. P G , O W  and Rs. 60,000 
respec:ivciy wcrcb st111 o u t s t a ~ ~ d i n g  against the Madhya Pradesh 
Govr,. :!nent :i:!d Dcalhi Xcin~ixistration and the  matter was under 
c o r r ~  1 ) 0 1 1 ~ 1 ~ ~ 1 3 w .  T f i t *  1 !:I t . .+ :~! ! r i~ng~ from pril-atc persons were of the  
ordcr. of Rs. l.Oi10 O:II;:. The Conmuttee enquired whether there 
was :)t ri ruie f :~r  nd7,:;ince paymen: of the  nuintenance charges by 
p:ltictrts. The. U-~L!IPSS titatrd th:!i whf:n a patient ivas admitted t o  
thtx h r q ~ i t . a l  t1r.u n ~ r ~ ~ l t ~ l s  mniptcna~lce ct1:)rgt.s w-ere paid in advance 
and :ilc.rr.aftcl- !n:~nthl!. charges hscl to be p:tii! b<:fore the  first of 
each :11(r!1t h.  111 c . , w  a pa:itni st , .qq~cdpa: : : i~g  tht: r:l,?intenance 
chargt.s hcb r.~.n~ld t)c d~:;chargtd ~ L L !  that  wns not done. I t  had, how- 
cvcr.. hcen io t~nd  that  ir ,  ?he iong run,  no dues ~.emnfnetl a!irwo\-ered. 

I t i ! .  To safc.gu,,rti t hc. lntertbsi o f  Govcrnlncnt a Bill w a s  being 
fr,li~lcd to proi.~d(x for rcc.:)\.ctry elf thew dues from the guardian of a 
paticnt. 

182. From :( nl)ttx (.lppcw,lis) furnished to thcm. tht. Committee 
undcrstotrci :h;it out ot 8.56 quilrtcrs constructtd for the ,411 India 
Institute of Alt*d~c.:iI Schcnc.es !03 were ~ t l i l  In p)mcss;m of the staff 
of the Safdar jmg Hospital. 

183. Exp1:iinlng thc latest position the w ~ t n e s s  stated that about 
90 quarters were yet to be handed over to the Institute. He admitted 
that the process of getting the quarters vacated was nnt quick enough 
as these were occupied by the Doctors and Nurses who had to be in 
the Sefdarjeng Hospital day and night. The Committee desired to 
be furnished with a note giving (a)  the number of quarters within 
the premises of the Institute presently occupied by ncm-Institute 
staff and steps taken to get the Institute's quarters vacated. 

184. The Committee then adjourned to meet again at 15.00 h o w  
an Thursday, the 24th August, 1961. j 
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186. The Committee took up consideration of the Audit Report 
(Civil), 1961 relating to the Ministry of Works. Housing & Supply. 

Audit Report (Civil), 19(i1 
Overpuyment to a firm--Para 39, pages 38-40. 

187. Quotations were invited by the C.P.W.D. on the 9th March, 
1956 for the supply cf 319 tons impcrted steel of various categcc 
ries. The steel of the specifications stipulated in the Tender Notice 
was to be supplied ex-stock within a week from the date of supply 
order and delivered at the supplier's godowns at Bombay. It  was 
also stipulated that the rates payable would be subject to the appro- 
val of the Iron & Steel Controller and in case the rates approved 
by him were lower than those quoted by the suppliers, they would 
have to refund the difference; if the approved rates were, however, 
higher. no excess would be paid over the  rates quoted. The supp- 
liers were entitled to claim 90 per cent payment against delivery 
and the balance on verification of rates by the Iron L Steel Controller. 
Orders were placed with a firm on the 29th March, 1956 for the 
supply of certain categories of steel. An advance payment of 
Rs. 2,33.581/- was made to the firm by the C.P.W.D. on the 5th April, 
1956 without taking delivery of the steel. The firm despatched 
some steel between 18th April. 1956 and 15th July, 1956. Sample 
tests carried out in June. 1956 and January, 1957 revealed that the 
steel was below the tensile stress specified (i.e. 28 tons per sq. inch) 
and was comparable only with untested indigenous steel. On the 
basis of the rate fixed by the Iron and Steel Controller for such 
quality of steel, the firm was entitled to a sum of Rs. 1,85,680/- only. 
Thus, an overpayment of Rs. 48,071/- was made. Efforts made to 
recover the overpayment were not successful and instead tbe firm 
moved the court for the recovery of a sum of Rs. 32,3711- together 
with intcrest thereon from Gavernnwnt Government decided to  
contest thrir clain~ in counter defence. As n disciplinary measure it 
was decided in July, 1960 to reduce by 1/51h the pension of ?he Gxecu- 
tive Enginetar concenwd with the deal. 

188. In evidence, the Chief Engineer stated that of the 6 tenders 
received in this case the accepted tender was the most favourabl~ 
which offcrcd all the categories of the steel required. The Com- 
mittee enquired why thc payment of Rs. 2.33.581 was made to the 
supplier without taking dclivery of the steel and without obtaining 
any security. The Chief Engincer stated that according to the 
agreement the firm uTcre rcrjnircrl to deliver the ~ t e l  at their godown 
at Rmnbay hut ?hey wcrc asked by the Executive ~~~ caa- 
cemd to arrange for the despatch of the stet4 to Nssik where it 



was required fcr use. The firm demanded 90y0 advance payment 
for their bill before despatch, which the Executive Engineer con- 
cerned agreed to  pay on grounds of urgency, without obtaining an 
indemnity bond or taking any other precaution. If the steel had 
been despatched to Nasik by the C.P.W.D. after taking its delivery 
a t  the firm's godown at Bombay, no diflitr~~ltics would have arisen 
in this case. The witness added that disciplinary action had been 
taken against the Esecutive Engineer concerned. Asked t o  explain 
how the demand in this case was considered urgent, the witness 
stated that a t  that time there lvas a great shortage o f  stcel and the  
accepted tender which \vas the only one ofTi!ring all the c n t e ~ c r i r . ~  
of the steel was st1bjci.t to priurity. Having accepted this tender, 
the C.P.W.D. felt the urgency of obtaining the steel. In rcp:y to a 
question the upitness stated t!lat the entire quantity of the s t c ~ l  was 
not used immediately; it \vas proc.urc.d in bulk to  be usctl as the 
work procwdeci. Out of 331) tons of tht, stcv%l procurrd o1i1y 130 tons 
had been ~1sc.d and the bala:lct~ had hccli kept i n  stock pmding the  
decision of the court in the case. Asked Ilow I hr* l r w  cjunntity ste:.l 
purchasc!d in this case was used f t l i .  ; l i t  Imrposc intenctt~d. the ~vitnf3ss 
s+n:ed t h a t  the  entire :!unnti?y o f  ?he  stwl v:ils ntrt of Itrft' c!tiaIity; 
some of the sainples v*.er,- found to  ljc beli)\v thi. rrqirircd !c:.!;ile 
strength but t%\.tan :hat qunli!? coti!ci 1,c ~ i w d  :v l i ' : . ; ~ r  s : w s ; ~ s  c!r I>v 
reinfrircirig i t  w i ~ ! ~  additirwil s:eel 

189 T f x  Committee asked w i ; ~  the 5tccc.l was n l j t  t ~ ~ : r . d  b ~ f o r e  
accepting delivery. The Chlef Englnei-r s t a t c d  that ~ ~ s u a l l y  surnplcs 
cf steeI were sent for tcsting after rccwpt and that  urns why m1y 90 
per cent of the prlce svas first paid after i f ~ l ~ ~ t . r > .  A5kf.d rt-h!. no 
pena.ty clause was ~ncludcd :n the agreement in this c 3 w .  t h ~ b  wit ncsr 
stated that as the strcnqth of untestrd stcc4 (whether rmpor'cbd or 
indigenous) was only about 20 per cent lo\vtnr than tha t  of t ~ s t c d  stecl, 
withholding of 10 per cent of the payment was a sufficir~nt snftyuard. 
Asked how the price calculated by the C.T.E. on the basis Rxc4 by 
the Iron & Steel Controller was 70 much lowcr th:in that quoted by 
the contractor, the witness stated that this was due to the Arm 
having supplied indigenous untested stcel instead of imported stcel 
as per the order on them The witness added that if the dcliwry of 
the steel had been taken at the firm's godown at Bcmbay, the supply 
of indigmousr steel in place of imported material could 
have been detected before making phywent. The w f t n e s  agreed 
that after the receipt of the first instalrnent ar Vasik, the steel should 
have been fmmediately tested. 



Extra-expenditure due to non-ji?disatwn of drawings and designs-- 
para 40, page 40. 

190. For the constructim of the Yojana Bhawan in New Delhi 
estimated to cost Rs. 22,14,160, the tender of a contractor for 
Rs. 21,23,189 (4:l',, below estimates) was accepted. As there was 
delay in supply of  the de.i~gt~s and dra~vmgs etc. to the contractor. 
he declined to proceed with the work at the  tendered rates after 
completing 13(,/ of the work. The balance of the  work was awarded 
at the risk and expense of ?he cc utractor to another party for 
Rs. 21.89,435 ( 4 . 7  per cent above L:,C cstimatcd rates). The first 
contrzctor sought arbl:r,itlon and :he aw'ird : ~ f  the arb-trator was 
against Government. 

192. In reply to a questicn the Chief Engineer stated that under 
the rules the C.P.W.D. was required to complete all the structural 
drawings, etc. before calling for tenders but due to pressure of work 
It was nat always practicable to prepare the drawings much in 
advance. Structural degigm were not necessary for inviting tend- 



ers. Tenders could be called for and accepted on th; basis of 
schedules of quantities and specifications as shown in the achitec; 
tural drawings. 

Loss due to acceptance of sub-standard work---para 41-pages 40-41, 
193. Certain defects found in 344 double storeyed clerks' quarters 

by a Maintenance Division at the time of their handing over in May, 
1951, were explained by the Construction Division as defects in 
finishing. The Executive Engineer reduced the claim of the con- 
tractor for roofing work by Rs. 7,317. During the years 1955-56 and 
1956-57 an expenditure of Rs. 41,206 was incurred an special repairs 
consisting of removal of terracing and putting mud-phaska with 
brick covering. Towards the end of 1959 a detailed technical ins- 
pection of the quarters on the first floor brought to light several 
structural defects necessitating replacement of roofs of all the first 
floor quarters. In June, 1960, Government sanctioned replacement 
of roofs at a cost of Rs. 6,13,500. 

194. The Secretary, Ministry of Works, Housing & Supply stated 
that the quarters had been taken up for construction soon after the 
partition, when the C.P.W.D. had been asked by Government t o  
build the maximum number of quarters within the funds available 
by reducing the cost. The engineers, therefore, agreed to reduce 
the specifications which resulted in defects in the buildings. The 
reduction in the specifications was carried to a point where it proved 
uneconomical. The Chief Engineer stated that the reduced specifl- 
cations were tried on terracing by using cinders instead of brick or 
stone. The use of cinders created defective water-proofing of 
terracing which resulted in the corrosion of the steel and necessitated 
re-roofing. The Committee asked the justitlcation for reducing the 
contractor's claim only by Rs. 7,317 by the Executive Engineer while 
subsequently Government had to sanction replacement of the roofs 
at a cost of Rs. 6,13,500. The Chief Engineer stated that the amount 
deducted by the Executive Engineer from the contractor's claim 
related only to some minor defects in finishing. The structural 
defects in terracing noticed subsequently which necessitated the 
replacement of roofing were caused by seepage of water through 
cinders used in terracing. To a question whether a balcony being 
of non-horizontal shape was a finishing defect, the witness replied 
In the aflirmatlve. A structural defect would have brought the 
balcony down, he added. 

195. The Comptroller & Auditor General pointed out that an en- 
quiry had been ordered into this case by the Minfster of Warkn 
fIoPdsp and Supply and wanted to know the fllndings of the inquiry 



The Secretary, Ministry of Works, Housing & Supply stated that at 

further inquiry was made into the case by the Chief TechnicaI 
Examiner after receipt of the report of the Enquiry Committee 
appointed at the instance of the Minister. Both the reports were 
examined by the Ministry who came to the conclusion that the 
construction of buildings on a large .scale shculd be undertaken on 
the basis of specifications which had stood the test of time an& 
experiments should be restricted to a limited number of houses. 
The witness added that in this case, brlk of the loss had been in- 
curred because of the acceptance of reduced specifications and not 
sub-standard work. Explaining the remedial measures taken, the  
Chief Engineer stated that experimental depots had been set up  
where new specifications were tried out on a limited scale. When 
the construction of the quarters in the present case was taken up. 
in 1948-49, most of the literature ncw available was not there. The 
literature now available indicated the presence of a deleterious ele- 
ment in cinders which reacted on cement; but this was not known at 
that time. The Secretary, Ministry of Works, Housing & Supply 
stated that when the engineers had been asked to reduce the cost of 
quarters in 1948, they accepted the reduced specifications more or less 
under duress. 

196. The Committee desired to be furnished with a note contain- 
ing the findings of the Enquiry Committee appointed at the instance 
of the Minister of Works, Housing & Supply, to investigate this case, 
findings of the C.T.E. who made a further enquiry, and the final. 
conclusions reached by the Ministry of Works. Housing & Supply. 

Acceptance of sub-standard tcork and avoidable expenditure due to 
defect in a cottlract-Para 42, pages 41-42. 

197. In this case two twhnical examinations conducted by the 
Chief Technical Examiner in August 1958-and August 1959 of the 
construction work of 240 quarters in Rehabilitation Division No. 111, 
revealed certain defects. The total overpayment of Rs. 72,326 as 
assessed by the C.T.E. had been rcccvered from the contractor. The 
contract did not include the usual condition that the rate for brick 
work was inclusive of fixing frames, etc. when supplied. Due to delay 
in supply of framrs a payment af Rs. 11,424 had to be made to the 
contractor for the extra work involved in breaking masonry to fix 
them. 

198 Tn cvidet~cc, the Secretary, Ministry of Works, Housing & 
Supply stated that this was a t .wy bad case and charges had been 
framed against thr E~ccuti . i~r~ Engint~r  concerned far the p s  
quallty of the work. 'Shc Committee enquired wh& the C.T.E. did 



not make a complete check of the work during his first inspection 
in August, 1958 while the work was in' progress. The Chief Techni- 
cal Examiner stated that his organisation was not expected to carry 
out a cent per cent check of works, nor was it possible for them to do 
so because of paucity of time and personnel. The Organisation car- 
ried out only :! test check of works. Works of large magnitude were 
inspected at different stages of their progress. Tn cases, where 
serious defects were detected during thc test check, a mtm detailrd 
inspection was curried out. That explained the reasons for carrying 
out a second inspction in the present case which disclcsed further 
defects. 

199. The Committet asked why the  d ~ f e c t s  xvcre not noticed hy 
the C.P.W.D. during tht. execution o f  thc work. Thc Chicf Engineer 
stated that In this case, the oficers entrusted with supervision had 
not been discharging the-r duty prnpcrly. The staff ccncerned who 
were warned in this caw had since been dismissed from servire f r r  
f a~ lu re  in other cases. To a question w h ~ t h ~ r  actlcn against an 
Assisrant Engineer slaw m ~ t  the requ!nxmc3nts n i  thc case, the Com- 
m ~ t t e e  were informed thyit action ::<;tinst the Esccutive Enginccr 
concerned was also urrdv considwntion. Asked whether tiw 
smaii recolw-y made frcrn tllc cont:.actr~r con~pcnsntcd adcquatcly 
for tile defects in t h ~  w c x k .  :he witness stat4 that usually contt-ac- 
tc1.3 were asked tc, rectify defects found in works but when it w;rs 
ncbt possible to re-do the work, ah !lad h~ppcvwd In this  cast*, :he 
wcrk was assessed a? reducrd rates. 

200 The Comm~ttee cnquircd about the reasons for tht* ornlssion 
af the usual ctrnd~t~on from the contract that thv raw for brick 
work was inclusive cf fixing frames ctc , wlwn supplied. Thc Chicf 
Engineer stated that supply of framcls iry the Department bring 
unusual, thc need for such a c o ~ ~ d ~ t i o n  i ~ i  the contract In thc pruwnt 
case escaped attention unfortunately. Such a condition was being 
included in further contracts. The witness odd& that  similar diffi- 
culties would n o t  anse  after the intrcduction of the revised contract 
forms (the present forms had to br pastcd with a number of cor- 
rectian slips). 

Payment to a contractor in  advance of uvotk done-Para 43-pages 
42-43. 

201. The cement registers maintained for the construction of a 
multi-storeyed building (Krishf Bhawan) ahowed that upto 20th 
March, I M ,  the cement C Q M W I ] ~ ~  was only 89 tons whereas casC of 
190 tong of cement was recovered fram the Second Running Bill of 
the contractor paid on the 31st March, 1955 for the work measured 



on 20th March, 1955. 1nves:igations into the reasons for this abnor- 
mal variation established that measurements for work included in 
the Second Running Bill were fictitious and inflated and were record- 
ed before the connected work had actually been executed. The 
excess payment for work not actually done resulted in a temporary 
financial aid of Rs. 35,600 to the firm not conternpla!ed in the agree- 
men t. 

2011. Exple~ning thc present psit ion of the case, the Sc~retary,  
Ministry of Works, Housing and Supply stated in evidence that the 
Chief Twhnical Examiner who had k n  asked to inquire into this 
case hod ~nrlrmitted his report rt?c;cntl:v. It took thc C,T.E. t t months 
to onmplete the inquiry as certain facts had to be collect& fmm 
vclrfou1 m u m .  In reply la a question the witness ahted that 
tkxmdhq 6 0  his Inlormalion the cement had alrapdy d~tdomtad  
and was rwoftin~ disposal by the D.G.S. and b, 



205. The Committee enquired why the special types of cement 
were  indented for although in February 1958, a supplying firm had 
informed tile CPWD that in the opinion of the manufacturers in 
U.K. this was not required for setting Cast Iron Grids. The Addl. 
Chief Engineer stated that this opinion was communicated to the . 
Dairy Development Omcer in the Ministry of Agriculture who had 
also an expert from Ncwzealand to assist him, but he advised that 
the contention of the firm was not correct and that the material be 
procured. The witness added that who1 the cement was used it did 
not set. The Secretary Ministry of Works. .Housing and Supply pro- 
mised to submit a note on this case. 

L,oss of elt~ctrical goods-pam 45. page 43. 

206. Durmg the period July. 1957 to Apr~l .  1958 an Electrical 
Dilpision obtained electrical goods v a l u d  at Rs. 74,129 on indents 
from the Central Electr~cal Stores D~vision. -4 physical check of 
the stores in the charge of the Section Officer of the Divislon rcvcaled 
that these materials were neither actually in his stocks nor were they 
utilised on the works for which they had been obtained. The matter 
had been taken to court by thc Policc and two officials were under 
trial. One of them could not also account for 215 cc~ling fans in an- 
other case and that matter was also under ~nvestigatmn 

207 The Comm~ttec enqu~red about the present position of this 
case. The C h ~ e f  E n g ~ n ~ r  stated that thc Sectlon Offtcrr had been 
d~smissed and the Assistant Eng~neer suspended and both were being 
prosecuted In a court of law The witness added that there was no 
defect In the procedure. i t  was a case of mala fidc on the part 
of the officers A u d ~ t  pointed out that the Electrical Engineer 
who indented for the stores was aware that tht* quantity of the mate- 
rials drawn by the Assistant Engineer was excessive and caut~oned 
the latter to rnamtain the accounts but the  Assistant Engineer did 
not comply with the Electrical Engineer's orders. The Committee 
asked whether any action was taken against the Electrical Engineer. 
The Secretary. Ministry of Works. Housing and Supyiy stated that 
the Electrical Engineer concerned was at that time holding charge 
of two divisions and was complaining of overwork; shortly thereafter 
he was transferred to another Division and later h e  retired from 
senvice. The question of Axing responsibilitv of the Electrical 
Engineer was being pursued. But the dificulty was that the relwant 
records were with the court, without which disciplinary proceedings 
could not be proceirped. Asked why photostat coples of the recards 
were not taken in pursuance of the earlier recommendtition at the 
Committtwc, the witness stated that In this case the papern had h e n  
token away by the Special Policc Establf~hment and phatortat coplw 



ithereof could not be taken. The witness added that copies of the 
records could be obtained by the C.P.W.D. from the court by follow- 
ing the prescribed procedure. 

.Overpayment to a contractor due to non-observance of rules-para 46- 
pages 43-44. 

208. The final bill of a contractor drawn in March, 1954 about 
seven years after completion of a work revealed an overpayment of 
Rs. 51,157. A sum of Rs. 14,708 was set off against the sums due to 
the contractor. The balance of Rs. 36,449 was yet to be recovered. 
At the instance of the contractor the case was referred to Arbitration 
in July. 1957 and the award of the arbitrator was still awaited. 
Disciplinary proceedings were started in October, 1935 against the 
Executive Engineer concerned, but charges aga~ns t  him were dropped 
in January. 1960, in consideration of all factors and circumstances of 
the  case including the rtvord of the service of the officer. 

209. The Committee enquired why the final bill of the contractor 
was drawn seven years after the completion of the work and why 
approval of the competent authority was not obtained in regard to 
the rates for substituted and extra items of work. The Chief 
Engineer stated that the case related to the work completed at about 
the time of the Partition, which resulted in a lot of changes in 
departmental staff. The work did not proceed in the normal manner. 
Explaining the reasons for the overpayments the witness stated that 
certain items done b'y the contractor which were not covered by the 
contract had been paid for by the Executive Engineer at provisional 
rates which were lower than the rates recommended by him t o  the 
Chief Engineers, but the rates finally approved by the Chief Engineer 
were lower. There was no mala fide on the part of the Executive 
Enginiw who did not want the work to be stopped. 

210. The Secretary. Ministry of Works, Housing and Supply 
stated that it was a bad case; besides the delay of seven years in h a -  
Itsing the contractor's bill a further period of six years had elapsed 
and the case had yet to be .settled. He admitted that the delay was 
indefensible and promised to send a note to the Committee. 

21 1. The Committee then adjourned till 15:00 hours on Friday, 
Rhe 25th August. 1961 
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213. The Committee took up further consideration of the Audit 
Report (Civil) 1961 relating to the Ministry of Works, Housing & 
Supply. 

Audit Report (Civil), 1961 

214. In this case due to delay in handing over the site completely 
t o  the contractors (though it was got vacated by the time stipulated 
by the contractors) they did not proceed wlrh the work. Fresh 
tenders were invitcd and the tender of another contractor which 
was higher by Rs. 17,305 was accepted. 

215, The Committee enquired about the circumstances in which 
the entire sites could not be made available to the cqntractors 
immediately after their tender was accepted on the 10th September. 
1957. The Secretary, Ministry of Works, Housing and Supply stated 
that the work related to the construction of a school building for 
the Delhi Administration. The Administration had been asked by 
the Ministry of Education to give an assurance in writing to  the 
'Delhi Improvement Trust that the rent for the schools would be 
paid in due course. The assurance was conveyed to !he I m ~ r o v e -  
mcnt Trust only on 16th October, 1957 and in the meantime the 
Exccut~ve Englnwr had bccn asked by the Director of Education 
not to proceed with the work. The Delhi Administration took some 
more timc tn removing some tcnts from the site where a school 
was functioning. In reply to a question the Chief Engineer stated 
that usually tcncicrs w r r t  not invited if the site was rlL,f -t-?:~-ihlt?. 
In the present caw, however, as the schuol buildings wcrt  required 
urgently by the Dc lh~  Admlni~tratrm,  the tenders wcre invited. on 
the expectation that thtb sites would he avarlable. While in 21 cases 
out of 22, constructicw of sc,~ools started in timc, there was difllcultv 
in getting the site ill  this case only. A4ctuallv rr part of the site had 
k n  got vacated by the 1st O c t ~ b e r ,  1957 and the contractors were 
rrskd by the Executive Engineer on the 31st October. 1957 to stPrt 
20M KIM) L8-13. 



the work. But the contractors did not agree to proceed with the 
work till the entire site was made available to them. The Chief 
Engineer felt that the real reason for the contractors' refusal to 
start the work was that after their this tender had been accepted 
they did not consider the deal as attractive. 

216. Referring to the undertaking given by the contractors on the 
18th November, 1957 that they would start the work if the entire 
site was handed over to them within a week, the Committee asked 
why the site was not made available although it had been got vacated 
by the 25th November, 1957. The Chief Engineer stated that the 
undertaking had been given by the contractors' representative 
who was called by the Superintending Engineer on the 18th Novem- 
ber. 1957. The contractors visited the site on the 23rd November, 
1957 and promised to turn up on the 25th November, 1957 but they 
failed to do so. The Committee enquired whether any action was 
taken against the contractors. The Chief Engineer stated that as 
the work was to be completed within 3 months and for nearly 21 
months the site was not made available to the contractors the 
Department did not take any action against the contractors. The 
Secretary, Ministry of Works. Housing 8. Supply stated that on legal 
advice it was decided that no action could be taken against the 
contractors because of delay in handing over the site to them. The 
Comptroller and Auditor General stated that the Standing Counsel 
had contended that as no letter had been addressed to the contractors 
regarding the availability of the site within a period of one month 
from 18th November, 1957, action against them would not be justified. 
The Chief Engineer stated that the undertaking given by the 
contractor could not be considered a legal commitment as it had 
been signed by one partner only. It was pointed out to him that 
a document signed by one partner was binding on the partnership. 
Asked whether any training in Contract Law was imparted to 
Engineers, the Chief Engineer stated that the Executive Engineers 
were required to pass a Departmental test in Contract Law the 
subject being vast the brief training given was not sufncient to 
enable them to deal with complicated cases. 

217. The Committee desired to be furnished with a note stating 
whether the second contractor had any business connections with 
the first finn. 

Loss of revenue due to delay in completion of uncillaty seruices- 
para %pages 44-45 

218. The Audit para disclosed two cases of delay in completion 
of ancillary services in certain quarters at New Delhi and Calcutta, 



-which resulted in  avoidable loss of revenue in the form of house 
: ~ e n t  besides expenditure incurred on watch and ward and payment 
.of house rent allowance to the persons who could have been allotted 
those quarters. 

219. In evidence, the Secretary, Ministry of Works, H o u i n g  arld 
Supply stated that in New Delhi the installation of the external 
services oiz., electric supply, water supply and sewarage, was the 
~esponsihility of the Delhi Municipal Corporation or of the New 
Delhi Municipal Committee. It had been suggested last year a t  a 
meeting hcld at the instance of the then Home Minister that a 
single agency like the C.P.W.D. should be entrusted with both 
construction of buildings and provision of ancillary services. The 
Municipal Corporation were prepared to agree to the proposal pro- 
vided they were given a grant for the work executed by the 
C.P.W.D. on their behalf. In order to avoid delay in completion of 
internal services, a composite contract for construction work and 
installation of fittings was being tried out. The Chief Engineer 
-stated that there was an apprehension that such contracts would 
be sub-let by contractors a t  ln\sw rates. It would have to be 
examined whether t h ~ s  inno\.ation resulted in increased costs and 
whether the advantages were commensurate with the extra cost. 
I n  reply to a quest~on the witness stated that a period of two months 
was not adequate for completion of internal services a s  the work 
relating to electrical fittings could not be taken up before the walls 
dried up. The witness added that since buildings could not be 
-considered fit for allotment without the provision of ancillary services 
some time-lag should be allowed in calculating loss of revenue to 
Government by way of rent. He  contended that a period of sis 
months would be reasonable for the completition of internal fittings. 
B u t  as regards the external electric connections etc. for which the 
C.P.W.D. were dependent on the electrical licensee. even the supply 
of estimates for the work took 12 months in some cases. The  
Committee expressed concern over delays in the completion of 
ancillary services which came up  before them year after year. The 
'Secretary, Mmistry of Works, Housing & Supply assured the Com- 
,mittee that efforts would be made to minimise the interval. The 
Committee were also informed by the witness that Audit had 
 calculated the loss of revenue on account of rent on the basis of 
Rs. 15 per quarter while the actual recoveries came to only Rs. 5 
per quarter. 

LOJS due to 'set' cement-para 4%-page 45 
220. In Construction Division IV of the C,P.W$D. out of l ,W.S 

..$om of cement collected for use on the constr~ct ion of grain 



godowns at Hapur, 119.5 tons valued at Rs. 14,131 were found 'se;. 
and unserviceable when the stores were handed over to another 
division. 

221. In evidence, the Chief Engineer stated that the procure- 
ment of cement was planned on the basis of requirement of 4006 
tons for use in the construction of 9 godowns at the station. No 
suitable accommodation was, however, available for storing the 
cement ordered against the initial indents. With great difficulty two 
small godowns were secured for storage of cem-ent. Later, while 
the work was in progress the demand for godowns was reduced te 
3. Action was thereupon taken not to indent further bags of 
cement; but the supply already obtained was very much in excess 
of requirements. Because of inadequate storage accommodation, 
the cement bags were stacked beyond the height permissible under 
the standing instruction. The heavy pressure resulted in deteriora- ' 

tion of cement in the bags at the bottom. Due to curta~lment of the 
construction work, the turn-over of cement was not quick enough im 
relation to the quantity stocked. Taking out the bags at the bottom 
for use first was not practicable as it meant taking a11 the bags out 
and restacking them. Asked why no action was taken to prevent 
the deterloration of the cement after 25 tons were found set in June, 
1959, the Chief Engineer stated :hat quicker utillsation of the 
cement locally not being possible, the only orher course was tb 
transfer the material to some other place where it was required but 
that was not an economical proposition because of the cost of 
transportation involved J n  reply to anothcr question the w h m  
stated that some percentage of cement always 'set' ,during the rainy 
season and a margin of about 1'7 was considered as reasonable, 

222. The Committee enquired about the steps taken to provide 
adequate storage accommodation far cement. The Chief Technicar 
Examiner stated that normally where construction work was to last 
two-three years and cement was to be stored for a long period, 
gadowns were built by the  C W D  for storage In the present case 
it was not economical to build a godown for cement as there was na 
other construction programme s t  the station. Adequate storage 
accomodation was alsn not available on mnt.  

Loss of reoenue due to incomplete and i m p r g r r  rnairateiurnce of 
account,s-Para SO-page 46 

223. It was noticed during local Audit in April, 1960 a1 the 
accounts of unfiltered water supplied to private particg fur 
construction of buildings that in most of thc cases the Anal peyrnvnb 
recoverable in accordance with the terms stipulated in the uatJcruv 



agreements had not been assessed. A detailed examination of 117 
wa te r  connections sanctioned during 1953-58 revealed that the addi- 
tional amount due to Government but not assessed or realised would 
k substantial in respect of these connections. The accounts of 
assessment and realisation of t h c b  amounts due were found to be 
incomplete. 

224. The Committee enquired about the present position regarding 
the assessment and realisation of the outstanding dues for supplies 
of unfiltered water. The Chief Engineer stated that in 77 out of 
the 117 cases referred to in the Audit para, the outstanding amounts 
had been assessed. The amount worked out to Rs. 39,768 out of 
which a sum of Rs. 24,000 had been recovered. Thc Committee 
h i r e d  to be furnished with a note stating the total number of 
outst:.nding cases of water connections sanctioned during 1953-58 
a n d  t'le present position regarding finalisation and recovery. 

225. I t  was suggested by the C & A G that the rates for unfi1:ercd 
water which wcrc 25 years old should be rewsed. The Chief 
Engineer stated that the revislon ot !he present system of obtaining 
a provisional advance payment of Rs. 400 at the tlme of sanctlonlng 
water connections was under examination. But as regards the rates 
for water supply there was no CRSC for revision, as the proforma 
accounts d~sclosed proflts while the scheme was to work on no- 
profit and no loss basis. The C & A G pointed out that the proforma 
accounts did not ind~catc the actual pL~sition inasmuch as  they 
included receipts which were still to be realised. The Secretary, 
Ministry of Works, Hous~ng & Supply stated that in order to  do 
away with the need for final adjustment of the water charges, it was 
proposed to apcss  the payments In advance on the basis of the plinth 
area of buildings. As rcgnrds the prcitnt arrears steps were k i n g  
taken to finalise the cases. We agrccd that the rates which were 
25 years old required revision. 

Overpayment t : t  a C.P.W.D.  Dit-isiorr -Par0 51, pages 46-47 
226. In this case, the work of constructlot1 of 1000 quarters and 

ZOO flats awarded to 2 contractors during the year 1948 was abandoned 
by them after carrying out n portion of the work. The contracts 
were rescinded 111 August, 1949 and Feb., 1950 respectively and the 
W m e e  of the work was got executed through other contactors at 
the risk and cost of the original contractors. The extra cost recover- 
able f m  the original contractors worked out to  Rs. 1.01.527. Their 
u?caunts w e  flnalised during 1859-60 and it was found that a sum 
d Rs. 1,36,780 was also recoverable on account of cast of material, 
hira charges and overpayments for substituted items at work 



Besides a compensation of Rs 2,37,300 for noncampletition of w o r k  
was levied on the contactors. Efforts made to recover the above. 
sums proved futile. The question of recovery from one of t h e  
contractors was under anbitration. 

227. The Committee enquired about the action taken against the ,  
officers responsible for overpayments to and non-recoveries from the* 
contractors. The Secretary, Ministry of Works, Housing and Supply 
stated that it was a bad case which had come to the notice of t h e  
Ministry recently, and promised to furnish a note. Asked to state 
the progress mad? in the arbitration proceedings, the Chief' 
Engineer replied that the contractor had also asked for arbirtatiom 
in regard to the rates which was not permissible under the terms. 
of the contract. The contractor had taken recourse to law and so+ 
the  arbitration proceedings were pending. 

Unnecessarg locking u p  of funds-para 52, pages 47-48 

228. Government sanctioned in March, 1956 to the then Delhi 
State a short term loan of Rs. 20 lakhs carrying interest a t  3f:;  per 
annum repayable within three years of the date of drawal for the ,  
purpose of acquiring land for providing house sites to various co- 
operative societies under the Low Income Group Housing Scheme. 
On 31st March, 1956, the State Government withdrew a sum of 
Rs. 19,90,000 and !odged it (outside Government account) in the  
current account of a departmental officer with the State Bank of 
India. The State Gyernment  did not utilise the money for the 
purpose for which i t  was intended. On 1st Sovember, 1956 the ,  
Delhi State was integrated with the Government of India. In  
spite of objections from Audit. the Delhi Administration did not 
refund the amount into the Treasury for a long time. Thc amount 
was refunded in four instalments between October, 1957 and 
September, 1960. 

229. The Committee enquired why the money was deposited 
outside Government account by the Delhi State Government. The. 
Secretary, Ministry of Works. Housing & Supply stated that in 
accordance with the practice obtaining in the erstwhile Delhi State. 
Government, the money was deposited in the Personal Ledger 
Account of the Land Acquisition Collector for acquiring laad. The 
approval of the Accountant General, Central Revenues had been 
obtained for allowing this arrangement. Audit pointed out, 
however, that the A.G.C.R. only carried out the express orders of 
Government over-ruling the audit objection against keeping the.  
money outside the Government account. The Committee asked why 
ft took the Delhi Administration about four years t o  refund the 
amount although it was not utilised for the purpose intended. The 



Secretary, Ministry of Works, Housing & Supply stated that the 
Delhi Administration wanted to utilise the money for certain other 
similar schemes, The representative of the Delhi Administration 
stated that the er6while Delhi State Government had sought the 
approval of the Ministry of Works, Housing & Supply to advance 
the money to certain Cooperative House Building Societies for 
acquisition and development of land but the Ministry did not agree 
and advised that land should be acquired and developed by the State 
Government themselves and then made over to people in the Low 
Income Group. In July, 1957, the Delhi Administration proposed 
to utilise Rs. 3 lakhs for acquisition of land in connection with a 
scheme of 'shifting the flood affected villages near Jamuna to 
safer sites and Rs. 10 lakhs for acquisition and development of land 
in Subzimandi. The Ministry sanctioned a sum of Rs. 2.98 lakhs 
for the scheme of shifting the flood affected villages and Rs. 5 lakhs 
for acquisition of land in Subzimandi. The Ministry directed that 
the balance amount of Rs. 11.9 lakhs should be refunded which 
was done. Later, the proposal for acquisition of land in Subzimandi 
was dropped, as the Ministry did not approve of the money being 
given to the Delhi Employees Co-operaive Society (admission to 
which was restricted to the employees of Delhi Administration) 
unless its membership was opened to everybody, and a sum of Rs. 5 
lakhs sanctioned for this purpose was refunded in March, 1958. 
Out of Rs. 2.98 lakhs sanctioned for the scheme of shifting of flood 
affected villages, a sum of Rs. 0.82 lakhs being surplus to require- 
ments .was refunded in July, 1958. Subsequently it was decided 
in consultation with Audit that the' cost of land for shifting of 
flood affected villages should be met from the Capital Grant for 
the Delhi Administration and the balance amount of loan of Rs. 2.16 
lakhs should be refunded. 

230. The Comptroller & Auditor General pointed out that after 
the original scheme had been abandoned the entire amount should 
have been refunded by the Delhi Administration instead of continu- 
ing to keep it out-side Government account. Money could have again 
been drawn as and when a subsequent scheme was approved by 
Government. The representative of the Delhi Adrninistra tion 
steted that the Administration thought that once the money had 
been advanced by the Central Government it could be u t i l i d  by 
them with the approval of the sanctioning authority. The repre- 
rrentative of the Ministry of Finance stated that where States were 
given &rants for certain schemes they had virtually got full powera 
t o  spend the money on other schemes also. Asked whether the 
Fieance Ministry considered the procedure followed by the &Ihi 
Administration in this case as appropriate, the witness stated that the 
Oovemnent of India were not happy over the sifua*loa 



Chief Technical Examiner's Organisation-para 53, pages 48-51 
231. The Audit para disclosed figures of overpayments detected 

and provisionally assessed by the Chief Technidal Examiner's 
Organisation, overpayments admitted and the amounts actually 
recovered since the creation of the Organisation in May 1957. Some 
of the more important cases of irregularities noticed during the 
half year ending December, 1959, were also mentioned. 

232. The Committee enquired about the reasons for the increase 
in the number of cases dectected by the Chief Technical Examiner. 
The Secretary, Ministry of Works, Housing & Supply stated that 
the increase in the number of cases of overpayment was due to 
expansion of the activities of the C.T.E1s organisation. Although 
the number of cases of overpayments detected had increased the 
percentage of defective works had actually decreased. During the 
period June to December, 1957 the number of cases examined was 
301 and the number commented upon was 248 or 82 per cent, As 
against these figures, during the next half year, out of 416 bills 
examined, 316 or 76". were observed upon. The percentage came 
down to 73 during July-December, 1958. 65 during January-Jur:e, 
1959 and 52 during July-December, 1959. The progress made by 
CPWD in the finalisation of the cases was stated to be as under:- 

Period 
Junc-December. I 95: 
Januay June. 1955 
July-December, I 958 
January-June, 1959 

233. The C & A G referred to the observations made In the 
C.T.E's report that there had been considerable delay on the part of 
Executive Engineers, Superintending Engincws and in some cnscs 
even Additional Chief Engineer in getting dcfects rectified, recovering 
overpayments and generally in answering the objections. The Sccre- 
tary, Ministry of Works, Housing and Supply stated that any 
difference of opinion between the C.P.W.D. and the C.T.E. arising 
from the latter's observations was discussed between them at various 
lwels and if it was unresolved the matter was refcrred to the 
Ministry through the Chief Engineer for a decision. On his attention 
being drawn to the recommendation of the Committee that some 
timeclimt should be Axed for the disposal of the observations of 
the CTE, the witness stated that the matter wes under exanination. 

234. The Cornmitee were informed by the CTE that out of the total 
averpayment of Rs. 38 lakb detected by his Organisation upto 
June, 1961, the amount admitted wab Rs. 231 l a b  and that actually 



-recovered was RE. 6.34 lakhs. Asked to state the reasons for slow 
,progress in effecting recoveries, the Chief Engineer stated that 'in 
many cases the contractors went in for arbitration and pending the 
arbitration proceedings recoveries could not be made. 

235. Giving his impression about the performance of the CPWD, 
the Chief Technical Examiner stated that there had been improve- 
ment in the quality of work done by the CPWD in that during the 
half year July-December, 1960, the percentage of the works observed 
upon had gone down to 58. Asked if this percentage indicated a 
satisfactory position, the witness stated that any conclusion based 
on the percentage of the bills observed upon would not give a correct 

- picture. The Committee asked about the action taken on the recgm- 
mendation made in their 34th Report (Second Lok Sabha) that the 
results of inspections carried out by the C.T.E. should be compiled 
and presented in a manner which would enable the Committee to 
come to some conclusions about the working of the C.P.W.D. and 
whether the C.T.E. was functioning on right lines. The Scre:ary. 
Ministry of Works. Housing 4. Supply stated that a proforma wcmld 
be evolved to meet the rcqulrements of the Committee. 

236. Asked about the position regarding disciplinan action taken 
in the case of overpayments detected bv the C.T.E., the Secretary 
Ministry of Works. Housing 6. Supply stated that out af 39 cases 
which had been referred to the hlinistry 25 had been d~sposed of. 
All cases were not, hen-cver, brought to the notlce of the Ministry 
Explaining the reasons for delay in t ak~ng  disciplrnan actlon, the 
witness stated that, cases involving major penalties had to be 
referred to the UPSC who took c~nsiderable trme In these matters. 
The accused officers also put obstncles in the fulfilment of the pm- 
cedural requirements In these cnses. The Committee dcwed to he 
furnished with information on the following points: 

( i )  total number of cnses of overpayment detected by the 
CTE and t h ~  nmtlunt of overpayment assesxd. 

( i i )  the number af cases and the amount of overpayment 
acceptcd by the CPWD; and 

(iii) the nunlbcr of cases where disc~pllnary actiar, was inltiatcd. 
the number of cases finalised and reasons for delay in the 
finalisation of the disciplinrrry cases. 

Oreqmyment ro eontrottors-srrb-lwra (a) of para 53-Page 49 
Ot*i~r~:a!pcwf.c due  f c  sub-standard erccutiola of ~ ~ o r k c ~ i d ~ - p ~ r n  (b)  

of pnra 5%-page 49 
3 7 .  The Committee were informed that the action in the cases htad 

not been Bnalid. The Chief Engineer stated that in the case refer- 
red to in sub-para (b) (i), the contention of the CTE that the cement 



mortar was sub+tandard had not been accepted. As regards sub-. 
para (b) (ii), it had been agreed to between the C.T.E. and the. 
CPWD that overpayment for poor quality of mortar used amounted' 
to Rs. 8,963 which had been recovered. 

Working of Enquiry Ofices-para 53 (d) -pages 50-51 

238. The Committee asked the CTE to elucidate the suggestion 
made by him that if the existig staff was to continue in the enquiry 
offices it should be considered whether the works which were now 
being done under the Annual Repairs contract should not be econo- 
mically got done through the work charged labour. The CTE stated 
that in a certain electrical division the staff who was required to 
attend to complaints only was found excessive. The suggestion had 
been made with a view to keeping the existing staff fully engaged. 
and minimising the work done by contractors on annual repairs. 
Asked whether steps had been taken to improve supervision over 
labour, the Chief Engineer stated that it had been prescribed that . 
statistics should be maintained for the work done by labour in the 
course of the day to enable the Section Officers to keep a check cn 
the out-turn. The Committee desired to be furnished with a note 
containing suggestions of the Chief Technical Examiner for improv- 
ing the working of the Enquiry Offices and action taken cr proposed 
to be taken by the C.P.W.D. in the matter. 

Avoidable payment of Sales Tax-Para 54-pages 5142 

239. In this case orders for purchase of 1,46,000 pulleys were placed 
on two unregistered firms 'A' and 'B' after inviting tenders. Although 
the offers were inclusive of sales-tax, two advance Acceptances of 
Tender issued to firms 'A' and 'B' on 23rd July, 1957 for 
a quantity of 37,500 and 18,750 pulleys respectively stipulated sales 
tax in addition. The next day, the Director General Supplies and 
Disposals received from both the firms, letters demanding sales tax 
extra on the plea that the sales tax had not been included in their 
original offers through oversight. It was subsequently discovered on 
5th October, 1957 that the capacity of firm 'B' had been under esti- 
mated A second order for the balance quantity of 89,750 pulleys was 
then placed on firm 'B' on 5th October, 1957. A sum of Rs. 35,699 was 
paid as sales-tax to the firms of which a refund of Rs. 13,351 paid on 
the first order was obtained but the refund of sales-tax in respect of 
the second order was not enforced on the the plea that the order had 
been placed after receipt of the firm's q u e s t  far sales-tax extra. 

240. In ewicEence, the Director General, Suppliea and Dispollah 
stated that in this case the officer concerned had committed two mfiE. 
t a b .  Firstly, at the time of placing the orders, tho capacity of 



Arm 'B' was wrongly assessed. The capacity of the firm at the rate- 
of 500 units per day on the basis of 300 working days a year worked 
out to 1,50,000 units but it was typed as 15,000 units. The other mis- 
take was that in the hurry of placing the orders and because of non- 
existence of the sales tax condition in the purchase proposal, the 
orflcers presumed that the orders were to he placed with sales tax 
extra. Actually the offers of the four other firms received in this case 
were with sales-tax extra but those of firms 'A' and 'B' were inclusive 
of sales-tax. On receipt of letters from the two firms that there was 
a mistake in their original offers which should be treated with sales 
tax extra, the position was re-examined in thc light oi the fact that 
the next higher tenderer had declined to supply the balance quantity 
at  the rates offered by the firms 'A' and 'B'. The mistake made in 
assessment of the capacity of firm 'B' was detected at this stage and 
a second order for the balance quantity was plazed on this firm 
When the question of refund of sales tax came up, the firms were in- 
formed that the provision of sales tax in the first order was a mistake 
and that this should be deleted. The firms agreed not to claim sales 
tax in respect of the first order. But as the second order had been 
placed after the receipt of the letter from firm 'B' stating that the 
sales-tas would be extra, no refund was enforced in respect of this 
order.. The witness admitted that if the capacity of firm 'B' had been 
correctly assessed and the et l t~re quantity ordered In the first instance, 
no sales tax would have been payal~le. In reply to a question, the 
witness stated that borta fides of the officer concerned were not sus- 
pected. The officer who was a temporary employee had resigned 
from service. 

241. The Colnmittee then adjcurned till 15.00 hours on Saturday,. 
the 26th August, 1061. 



b l a n c e  on production of the consignee's receipt and proof of accep- 
tance of stores by him. The following reasons mainly accounted for 
lhe delay in finalising the provisional payments: 

(i) Resistence on the part of supplying firms to furnish neces- 
sary documents/information to the D.G.S. & D. in those cases where 
the final settlement was likely to be unfavourable to the firms. 

(ii) Non-receipt of reports from the consignee about the receipt 
and acceptance of the material. 

(iii) Cases under dispute which were pending before arbitration/ 
law courts. 

247. The D.G.S. 8z D. added that a separate Wing was functioning 
in the Directorate for the last two years to dcal tvith such cases and 
substantial progress had been made in liquidating the arrears. On an 
average, the Finalisation Wing disposed of about 800 cases pctr month 
against the fresh arisings of 400 to 500 cases per month. The cases still 
pending numbered about 1500 of which 60 relatcd to period prior to 
1953. The Secretary of the Ministry added that of the 327 acceptances 
of tender mentioned in the Aud~t  Report. 246 cases were pending 
finalisation of which 209 related to packing charges provisionnlly paid 
t o  Khadi & Village Industries Commission. The Committee desired 
to be furnished with a statement showing the progress madc by the 
D.G.S. & D. in finalising cases of provisional payments including inter 
alia the number of cascs finalised and the net financial results, 1.e. 
extra payments made to or recmwlcs effected from the firms. The 
witness promised to furnish the  information. 

Delay i n  the finalisation of prot~isional pajlinents to oil conlpanies-- 
Para 57, Pages 53-54. 

248. In January 1951 the D.G.S. & D. entered into 5 rate contracts 
with Oil Companies for the supply of road dressing material e.g. 
Bitumen and Bitumen emulsion etc. The contracts stipulated pay- 
ment a t  provisional rates pending finalisation of the prices on the 
basis of cost of production plus an agreed margin of profit. One of 
the firms went into llquidation in 1952 and the contracts with the 
other firms were extended from time to time. Later in the years 
1955, 1957 and 1959 the provisional rates were revised and it was 
provided that the provisional payments were subject to flnal adjust- 
ment on the basis of final price formube to be decided upon by 
mutual agreement between the firms and Governmolt in due course. 
In September 1960 Government concluded an agreement with the 
Companies whereby all payments made to them prior to 1st April, 
1959 were t m t e d  as final on an ad hm basis. According to Audit 
it was not possible to state if the ad hw settlement had adequately 



:safeguarded the interest of Government. Provisionally payments 
made to a Arm which went into liquidation in 1952 were still await- 
ing finalisation. 

249. Stating the latest position the D.G.S. & D. informed the Com- 
mittee that with regard to the supplies made upto 30th September 
1955 payments were fimlised as per terms of the contracts i.e. on 
the basis of cost of production plus an agreed margin of profit. For 
the subsequent period upto the end of March 1959 an ad hoc settle- 
ment had been reached with the Oil Companies according to which 
the provisional payments were treated as final. He added that e s  
compared to the final prices paid in respect of supplies made in 1955 
the subsequent provisional payments since treated final were lower 
and it could be assumed that Government had made an overall saving 
of about Rs. 1 crore as a result of the ad hoc settlement. The Secre- 
tary of the Ministry, however, clarified that the saving of Rs. 1 crore 
was only based on an inference drawn by the D.G.S. & D. after corn- 
paring the ad hoc pymen t s  with the prices paid in 1955. However, 
in the absence of information regarding cost of production etc., in 
respect of supplies made during the period 1955 to 1959, it was diffi- 
cult to make a correct assessment in this regard. 

250. The representative of the Ministry of Steel, h h e s  and Fuel 
further explained to the Committee the provisions of the ad hw 
settlement reached between the Government and the Oil Companies. 
He stated thet, as a result of negotiations, Government was able to 
secure a n  ad hoe reduction of Rs. 19.8 crores (in two stages) for all 
oil products put together. The possibility of effecting further reduc- 
tion in the prices was under examination. The witness added that 
the prices of bitumen wcre fixed on the &is of invoices of the Com- 
panies' consigners. It was dimcult to ascertain the actual cost of 
production of these by-products specially when the foreign firms 
wcre reluctant to furnish the requisite information. In reply to a 
question, the witness admitted that a very small quantity of bitumen 
was being imported. He added, however. that the oil companies had 
the protected right to charge for their products refined in India rates 
at which they could make imported products available in India. The 
Refinery agreements precluded the checking of their costs. No means 
wcm also available far checking the costs of imported products. 

251. As regards the firm which went into liquidation in June 1932, 
the D.G.S. & D. stated that the liquidator was asked to supply details 
regarding the cost of production etc., to fix the prices but he did not 

.do m. The prices far the material suppUed by the firm were. there- 

.fore, Rnalid on the bssis of prices paid in respect of dmilar products 
-to another Company, and an overpayment of about Bs. 1.94 hkhs 



had been assessed. The question of recovering this overpayment had: 
also been taken up with the liquidator. 

Fraudulent payments-Para 58, Page ' 54 
252. During the period May 1947 to June 1951 the Director of 

Supplies, Bombay placed 9 contracts on a firm for the supply of 
reeling waste cotton unteased. The firm was entitled to receive 
advance 90% payment of the value of each consignment on inspection 
and proof of despatch and the balance on receipt of the consignee's 
proof of acceptance of stores. The firm accordingly obtained advance- 
payments on different occasions through claims supported by inspec- 
tion notes and the number and date of the Railway Receipt under 
which the material was despatched. Enquiries made from the con- 
signees. however, revealed that some of them had not received the 
goods while others had received short supplies under Railway Re- 
ceipts bearing numbers different from those quoted in the firm's 
advance 90% bills. The firm hed thus obtained an extra payment 
to the extent of Rs. 1.52,310. The firm did not refund the extra ' 
payment and the matter was under arbitration since May, 1954. 
Criminal proceedings started against the firm in 1957 were also pend- 
ing in a court of law. 

253. The Committee enquired if responsibility had been fixed on 
any Government servant for the excess pyment .  The D.G.S. & D. 
stated that it was a clear case of fraud committed by the firm and 
no official was considered at fault. To a question, he further explain- 
ed that the inspection notes enclosed with the claims by the firm 
indicated only the quantities presented for inspection and accepted/ 
rejected by the inspector. Thereafter, the material was packed and 
despatched by the firm and the inspector was not present at the 
time of loading. While in certain cases the firm had quoted fictitious 
numbers and dates of Railway Receipts in others the qwntities 
mentioned were not despatched. 

254. The Secretary of the Ministry mentioned that a suggestion 
had been made to the Railway Board that an extra copy of the Rail- 
way Receipt should be issued which the consignor could nttech to  
his claim for 90% payment. The outcome of the proposal was not, 
however, indicated by him. 

Undue price preference allowed to Hindustan Cables Ltd-Para 59, 
Pages 54-55. 

255. As a result of a decision taken by Government in February, 
1954, all requirements of the P. & T. Department for cables a r e  plann- 
ed :,y the D.G.S. & D. on the Hindustan Cables LM. The decision 



envisaged that the price to be paid to the Company would be the 
cost d production plus a prdt margin of 6 per cent, subject to a 
ceiling represented by the current landed cost of such cables. The 
ceiling was also subject to suitable revision on the basis of a d a b l e  
data about production costs. During the period September, 1954 to 
June, 1960 orders valued at about Rs. 6 cmres were placed on the 
Company. Since it failed to furnish its cost figures till 1VLarch, 1981, 
Government decided to finalise the prices of cables produced upto 
September, 1957 on the basis of the last lowest knded cost (including 
customs duty). According to Audit the finalisation of prices without 
excluding the element of customs duty (about Rs. 75 lakhs) did not 
seem reasonable. Further. the profit shown by the Company in the 
accounts of the years 1957-58, 1958-59 and 1959-60 could not be 
considered as representing the true working results of the Company. 

236. In evldencc the D.C.S. 8: D. stated that normally it took about 
3 years of production for nn industrial concern to arrive at proper 
standards of costing. The Hindustan Cables started production in 
IW and it was difficult for the company to make a cost analysis for 
some time. On the basis of the cost figures now supplied by the 
Company, Government were examining the price to be paid for the 
cables produced after September. 1957. 

255. Referrmg to thtk ~mpress~o~rs  uf thelr brief vislt to the Com- 
pmy, the C o m t t e e  enqu~rcd whether by omitting to instal even 
a wire drawing plan! f u r  obtamng the basic raw material for the 
cables. the Company had not failed to establish conditions for em- 
cient and cconctmlcal working. The representative of the Ministry 
of Cornmercc and Industry explarned that it wsls not advisable to 
set up a wire drawing plmt t o  achieve the initially laid down target 
of  only 400 miles of cables per armurn. The outturn of the Com- 
pany had, however, ~ncreased from I12 miles of cables in 1 M  to 
1,100 miles In 1960-61 The target of production for the year 1961-62 
was 1500 n l e s  'rhc iimwusg plant had been included in the expan- 
sian scheme uf the Company and it would be installed by the end 
of 1962. Rtlfernng to the criticism of Government action in havfng 
paid the Company upto September. 1957 a price on the basis af the 
l d c d  cost of imported cables inclusive of customs duty, the wit- 
steitei that the raw material wexi by the Company were - 
ppoods purchased through established importers who had paid customs 
duty thefcon. The cost of the raw materials, according to the Idinis- 
t q ' s  COSf Acc~ur~tPnts Computation constituted TI per cent of the 
mat oi the dnlsbai product. A d d  whether the price of cables had 
not fallen due to i n m  in the pJoduction the wit- stated that 
the cost of raw material had rislin in the meantime. Theire waa v c r ~ ~  
little cmp~clty in the country far the iadf.-w produ:.th ad t b ~  
mt~ -xa. 



raw materials and where it existed, the prices were 50 to 200% higher 
than the landed cost of imported materials. The Camptroller and 
Auditor General pointed out that whereas Government had paid the 
Company the customs duty at 37+% (applicable to imported cables), 
the imported mw materials were subject to a duty of 10 per cent 
only, and enquired whether Government could not fix the price of 
these imported materials prior to granting the import licences. The 
witness expressed the view that a better course might be the esta- 
blishment of production capacity by the Company itself. To another 
question he stated that the quality of cables produced at Hindustan 
Cables was quite good end that no complaints had been received 
from the user Department. 

Action taken by Government on para 237 of the  Seventh Report of 
P.A.C. (1957-58) . 

258. In para 237 of their Seventh Report the P.A.C. (1957-58) 
dealt with a case of irregularities noticed in the Accounts of repairs 
and maintenance works executed departmentally by the C.P.W.D. 
The Committee observed that the officers responsible for non-main- 
tenance of accounts and for laxity of financial control should have 
been properly dealt with. In a note (Appendix LIV) to the 18th 
Report of P.A.C. the Ministry of W.H. 8- S. stated that a note of 
warning for not maintaining the initial accounts and for lnxity of 
financial control had been recorded in the Character Rolls of the 
officers concerned. The Committee (1959-60) were, however, not 
satisfied with the reply and desired to be apprised of the particulars 
of officers who were responsible for the irregularitieq From a fur- 
ther note submitted to them the Committee learnt that while the 
Superintending Engineer and the Executive Engineer. who held 
charge of the division when the works were carried out were not 
considered to be at fault, those who succeeded them were punished 
for not regularising the expenditure through a completion report. 
as o r d e d  by the Additional Chief Engineer in June 19%. It was 
also stated in the note that, although the material accounts were not 
made available to Audit at the time of divisional inspection and 
were also n d  called for by the Divisional Officer for necessary check, 
the control o m  issue of material was exe~cised through part m of 
the respective muster rolls. It was considered, therefore, that no 
lack of control over the issue of materials was involved in this cam. 
As regards the measurement of the different items of works it war 
felt that some Items of works which had been shown as not suscep 
tible of measurement e d d  have been measured and the quarHan 
of fhhg mspondbility for this lapse was under examination. 

259. The Committee paiakd out .a dfscnrporrcy between the 
earlier note of the Ministry stating that a note d warning had b e s ~  



recorded in the records of officers responsible for non-maintenance 
of accounts and the subsequent statement that the S.E. and E.E. in 
charge of the works were not considered to be a t  fault and sought 
clarification. The C. E., C.P.W.D. explained that the Assistant Engi- 
neers who were requ~red to maintain the inltial accounts hnd been 
punished but t h r  officers who supervised. their work were not consi- 
dered responsible in this rrgard The witness further explained that 
Part 111 of the muster rolls contamed necessary details such as 
labour, raw material etc ernphtyed on the works and the Dlvis~onal 
Officer was cxercisvnq proper eon t r~ l  through these reports. As 
regards non-measurement af !tern.% of works which were susceptible 
of measurement, the C.E. stated that that the matter had been further 
examlncd but ~t 7 . 4 7 3 ~  not pc~ssible t o  ascertmn at that  la:^ stage 
whcthrr any of the items certified a<  not suscept~ble of measuremen: 
could ha\.e hccn rncwuwi Instwctions had, hcnvevcr. bcer, istled 
to all concernmi stresalng th  I! thp details in  the  muster rolis should 
be completed mrt~culously and ca rc lu l l~  T'I? Con~rnittee inqurred 
why the Execut:vc Enqnrt*r wh.r rthrnalned i : ~  charge nf :he wwks 
uptct Novrxmher, 1 9 3  w a s  not cons!dereci respons~ble for n r~ t  prepar- 
ing the cimptc: t r m  r ~ p r :  ordered hy the A C E in June. 1953 The 
Chicf En,qn~c*r s ts tc~l  thnt t hc  :rcc*~unts of the ?car cInsrd in Octo5er. 
1953 and the cr~rnplet~on report could bta prcpared on!v thercaftcr. 
The C 6. A C; p n t e d  out  t h a t  :ri this case t h e  preparation 17f a cnm- 
pletinn rrport waq onIy n forrnsl~ty a c  nwesqary appr wa1 t o  the 
excess esprndlturc had already !wen nw rrled by thc competent 
authority--thtb A.C E --whrv hc. r?l!ed f w  !he cxnpletwn report. 
The Cnmmitttic. :hertaiore ~nyulrcd u-hy :he o%cers had been yunish- 
ed for dcl:ay in w ' m ~ ~ t t l n ~ :  cornpIe:r,)n report when those co~nmtei? 
with the t*st.c8u!~nr? o f  the \V Irks and (Ither 1rrcqu1srhit.s a: the ~n:tial 
 stag:^ had hceti lei off. The Secretary to the Min~stry p:-~wused to 
review thc caw and  turn^.;!. :? drtnlled nc~tc. to  the Comnxttec. 

Hindtcstn~ Notcsiny Fartor -LOST on the purchase oj s t ~ o n d  haad  
fzcruttute-Pnrn 70 ( 1 1  

260. 1 n July 1958 t hc Company acquired surplus unscrvmabk 
furniture at ;a c ~ s t  of 11s 17,&45 from the C.Y W.D. ior d r .  in the 
market after rtwmdttloning Before ncqu~.sit~on the furniturn was 
not physically vcrif i4 wlth the Survey Report prepared by !he 
C.P.W.D. but examined generally. The Company incurrcd a further 
expenditurt* of Rs. 43.612 on t rsnsportatlon, storage, auctioneer's 
c m m i ~ i a n  and reconditioning of the furniture. It had real& 
Rs. 12,@9 as hire charges and Rs. 25,593 as sale prwceds of a part of 
the hirniture upta 31st November, 1960 and the remaining stmk weir 
valued at about Ro. 7.896. 



361. In evidence the representative of the Ministry d W.H. & S. 
stated that the furniture was purchased at the depreciated bock 
value. He admltttd that a proper survey report was not prepared. 
Out of 3 total outlay Rs. 61,789 u p o  Slst hhrch, 1961 the Company 
had rt~overed Rs. 47.475 which ineluded a sum of Rs. 5,495 being the 
ccst of furniture 111 stock. To a question the witnese stated that the 
:~rticlrs urcrc sold among others t o  the employt~s  of the Factory at 
a cliscount of 105. 



and a part of the information had been furnished to  the A.G.C.R. 
The Chief Engmeer C.P.W.D. suggeste<l that the rent data statements 
which were sanctioned on a five year basis and whch contained the 
requisite inlormation might be utilised by the A:G.C.R. In the pre- 
paration of the accounts and that the completion of the registers of 
buildings in respect of each Divtsion need no t  h* ins~sted upon Jhe 
C. & A.G., however. felt that wnt data statement; did not serve the 
purpose in vtcw The Svcr c - t a r y  suggested t1i;i t thr. mattfar 4wuld hc 
discussed betwrel: the C l ~ d  Erig~n~x-r- ,171d t i l t .  A C;.G F: With regard 
to  the -cnue p u t i o n  of thc i,uilcl~ngs in IJ-lhl/h*f8~v Deihi the 
Secretary stated that the rmc rr~coverpd from rrnplrivrr., .,vx.i ct a 
suhsldised rate. 



Savin'gs over Voted Grants 
270. The Committee brought to the notice of the Secretary, Mini& 

try of W.H. h S. the following cases of aver-budgeting pertdng to the 
Grants relating to that Ministry as disclosed in the Audit Report. 

. 
Gmlt No. Final Cmr Acturl Saving Pcracnt.p 

cxpenditurc of savings 
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AUDIT REPORT (CIVIL), 1961 

MINISTRY OF STEEL, MMES & FUEL 

273. Stores purchased in U.K. and Germany for the Durgapur and 
Rourkela Steel Plants were shipped to India by Shipping Agents ap- 
pointed by the High Commission, London. Under the terms of the 
agreement with the Shipping Agents, clalms for freight wcrc to be 
checked by them These wert. paid as preferred, without f u r t h ~  
scrutiny by the H ~ g h  Commission as checks applied by the shippbg 
agents were considered sufficient. According to the Audit Report thia 
procedure was continued despite object~on by Audit in October, 1957 
and even after Audit had drawn attcntmn 1n 1958 and 1959 to over- 
payments that had been made and Government had pasreed orders for 
the institution of a prcchcck by the High Commission 

274. The Committr-e cr~qrurtd wh!, the High Cornn~iss~ot~ was re- 
luctant to introduce a Governmentai precbeck of the freight claims. 
The Secretary, Department of Iron & Steel. stated that the error in 
the Shipping Agents calculations dtsc lcsd by Audit was of the order 
of 0.45 and 0 .37  in the two cases which indicated that the existing 
clieck was on the whole satsfectory. However. pursuant to the mtg- 
gestian of Audit, one executrve omctir and two subordinate ofaccrs 
were posted to the High Comrnisrdwr in January, 1961 to carry out 
a counter-check of freight claims before payment. The delay of a b w t  
14 months in posting the staff sanctioned by Government ~ t l  I h c c m -  
berber, 1959 was due to the fact that the ofitm of the Wgh CommlP- 
don was being reorganlsed then and them were indications that sacre 
of the existing staff In the Comm~wsion would became surplus. The 
HIgh Commhion were, therefore, reluctant to recruit further strfl 
from outside. As regam% the over-payments pointed out bq Audit, 
it was stated that the whole amount nf EliO(Y3 had sincc been recovm- 
ed 

275 On 6th January. 1956, the iron errd Stwl  Controller pi& 
a contract with id A r m  for the. supply of 1,124 tuns (which wits incm?u- 
ed mbseqwntly in May, 19% to 1$BS tons) of h p r t d  atml matmid 
ot Rs. 770 per tun c.r f l n d ~ a n  Pam Thc c.i,f, price was bawd an 
r freight rate of90 sh. 6d. per ton and any variation in freight rates 
wur to b on Goveneunmt accauat. 



276. On 20th January, 1956, the Rrm sought certain clariflcatum 
regardfng payment, dmurrage and inspection, etc. prior to awn- 
mencement of supplies but the clarification on some of the points wos 
not issued by the Steel Controller till 28th May, 1956 despite repeated 
reminders from the firm. As no supplies were made by the stipulated 
date, viz. April, '1956 the delivery period was extended on 28th m y .  
1958 to 30th August 1956. The firm failed to adhere to the extended 
delivery period due to alleged shortage of stcarr~er space and delay in 
inspection by India Storcs Depnrlr.wnt, h n d o n  The Iron and Steel 
Controller accepting the firm's latter plea extended at  the request of 
the firm the delivery p e r i d  further upto 3rd May, 1957 piecemeal, 
without rt*serving the rights to Icvy liquidated damages for belated 
shipments. or notifying to the firm that any increase in the wean 
freight occurrmg during thc exteridcd peritd wc~uld not be admissible 
Freight rates having increased considerably after August, 1956, an 
avoidable payment of about Rr; 33,000 was made t o  the firm sm account 
of the increa-w in freight ratc durmg the cstcndtd penoci of shlprnent 

277. Expiatriing the reasom for the delay In s l u n g  clarificatton 
to the firm, the rel~t~.?sentat~v of the Department of Iron & Stcel 
stated that the maul pint ra~scwf by the firm in January. 1956 wa3 
whether indcpencicnt msppwt~on was requved for the rnaterhh 
to be supylicd. As no ~ndicatmn ln this behalf had been given by any 
of the indentors (there were four lndentors m th is  case), a reference 
had tn be mado to each unt. of them There was some delay in t he  
receipt 11f t h w  rephes. 

278. As regards t h t b  failurv o f  the firm t o  adhere even to atre 
extended d c h v q  date. c tttz.. 30th August. 1956). the witness state$ 
that after mitiel rlmuificattons had been issued by the Iron and S t e l  
Control Organisation in May, 1956, further points a m  regarding the 
nlanner of rnspctlon tu  tx c;trx-ted , I U ~  and the lengths in which the 
tnatcnd was to t>c@ pnrvidcd Thew vmts werc not .settled till the 
6th R"cn*crnbcr. 1956. l n s p e t ~ o r ~  tr). tht* India Storm Departnwnr 
cauld mmmenct+ only thermfter Shortage of stlrvurlcr space at t h ~ i  
juncture due to the Suez crisis ws LC well known fact 

279 The C and A C; polntd out that in a Icttcr nddw.rx.rt t~ tb:3 
contractor ns cclrfy as the 28th May, 1956, hu attentson had been 
invited to the attclwd Schedule attached to the tender, wherein the 
1cngt.h~ had nlwardy h r n  tndicatd T%c C'ar~mittw wxmd~ngly. 
mquttIkf wtEpthw the mntmctc\r w,ts not t'awng t h ~ s b  points to gain 
maw time far &livery T%c w i t n w  stated that as the prices were 
tbm rlaria~, no such su~pwiar~ arose. Besides, thre firm's query re1;~:- 
ad to the toler~ln~b~ pt-mlsibl~ in wqw? of ~pwifitd lengths. In 
mply tsr anather quusthnr, ihc witaea stated that the delay in fssuang 
the clariAcoU0~ to the contractw could have b raduced. 



280. Audit pointed out that since the terms of the contract atipu- 
I s t d  that the Purchase Organisation had the right to ge4 the whole 
material subjected to independent inspection, the purport of the 
firm's queries as regards independent inspection was not clear. The 
representative of the Department of Iron and Steel and the Iron and 
Steel Control 0rgani.sation stated that of the material to be supplied 
by the firm. 192 t o ~ s  was of tested quality and 1428 tons of u n t d  
quality. According to the narmal practice, only the former wm mb- 
jed to Government inspection (in case of supplies from Europe, by 
the D.G., I.S.D. London), and not the latter. If so, the Committee 
wanted to know the purpose of seeking clarification from the mien- 
tm whether mdependent inspection was required or not. The wit- 
ness pleaded that this was onc c : f  th ib  earliest imports by the Iron and 
Steel Control Organisaticln. 

281 The Cornrnittibc. then cnqulrtd wh) the dellvery p c r d  was 
further extended to :hc 3rd May. 1957 wlthout rmtvving the right 
to levy liquidotrd dnnlages fttr helntcd chrprnentl or notifying to the 
firm that any mcrcasr In the. (wean freight twurring during the 
extended period would he l ~ a ~ - d b l t .  by thr* firm 'l%r explnnation of 
the representii~ivt. o f  thr- r)lcpirttncnt 01 Iron and Stwl wzis that 
according to thv original contrnct. varralirrns in freight were to be 
on Governnscnt account As ~t was felt that the delav in delivery 
was due& t c ~  rewrmti bgond the cc-ntml of the contrmtrar, the original 
arrangement was allowed to stand. In  rcply to a qutfaion. he stated 
lhat in thc ccbntrac:.. cc~ncludeti aftc r 1958, variatrons in frarght had 
heen protvdrti frtr i r, contr;rctr~rs>;rr*c.trunt, thrre was n r r  A r m  prdicy 
prror to that. 



288. Tbe cancelled contract wau, however, reinstated by the Stesl 
Controller at the instance of Railways in January, 1958 at the arfgi- 
nal prfm with the delivery date of 30th June, 1- subject to reser- 
vation of rights to impose liquidated damages on late shipment. 
While reinstating this contract, the Steel Controller failed to take 
mto account the p e r a l  fall in the steel prices prevailing in the Con- 
lincntal market which were a b u t  Rs, 150 per ton less than the rate 
in the original contract. This failure gave an undue advantage of 
n b t  Rs. 15 lakhs to thtk firm. The supplies were actually corn- 
plctrd by March, 1939 

284. The Cornrn~trrw cnqurrcd why ~f the requirement of the Rail- 
ways w w e  urgent, thc f i r s t  contract was cancelled in August, 1957 
wrthout enforcing the risk purchase clausc and why the Railways did 
nvt purchase dircstly In the very first instance The representative 
4 the Department nf Iron and  SWl M e d  that t t  was only with 
cflect from tho 1st April, 1957, the Government policy in regard to 
tht. import of vtt-I for the Railways underwent a ci,mge and they 
were allawid to make d ~ r m  steel imports, ~nslead r d  w t m g  tbeir 
c v d ~ r s  thmugh the Iron and St t r l  Control Organisation, a., was being 
rkmc yrc*vintulv Fsuthw dut to the serious forcqm exchange pacri- 
tmn tat ntmtrt th19 tlmtF. gc*neral tnstructlrms had hecn ~ssued by Ccrv- 
ernnatant that c.rtvnsjot1 t f r   ont tracts for  purchasr of imported mate- 
na1~ ~ h t ~ t l l d  not bc gtvrn a\ a nlritter of course and thzit foreign 
mchangp 1mbllrt1t.s shoirld bt* lrmltcd to the barest mmimum. Lo. 
Atigust. 1957, w h w  :hc f E z  m rcytrc*~ted for a r ~  extension cd the period 
r . f  tirlrverv, the Stcel Cuntrol Organl-wtron was aware that the Rail- 
ways wwc* gang  in for dwwt purchase of the material in question. 
Kwpirry! rn vrcw this and a3.441 the gentaral instructions of the RkiniaE. 
try regNxtmg con,+crvation uf forc~gn cxc+angv. the Steel Control 
('hgsrnrsrtmn cenr~ i led  thv t r t i ~ r ~  tnstcad td cxtmding the period of 
tlctwrry In reply to n questton, t h  w~tncas;~ stated that befare 
canwfling the mtr;trt, the O r g ~ n i ~ t l o n  b d  no: camulted the Rag- 
wnys and that later tm when the latter crwne to know of it, they pro- 
tmted w i n s t  the mm11atlon. Thc wltne~zl Rnlrnttted tbat the Oqa- 
nmthn should not haw cawell& the anicr without first cawuS@g 
rhQ Railways. 

M. Coramrttt~ wcre iirfturmcd by Awrtlt that aftm rprrcrllueg 
tk cmlnrct Xn Augunl, 196% the Skel C m W  OT(pnfaotk3n .p. 
g t # c b d  rhr FhrSwry & x ~ d  m N~vmbLbt, 1W POI IbC mhs&b- 
mcnt d the mxr trrc!, The b d w r y  &oud werr b Pndmrturd 



by the Iron and Steel Controller that the prices had since conofd#r- 
ably fanen. In January, lsg8 the Railway Board wrok to the De- 
partment of Iron and steel that by special efforts the local tabriqt- 
ing capacity had been increased and that as the prices had in tb* 
meantime gone down, the rate should be re-negotiated, parti- 
as the contractor had failed to effect delivery within the stipulated 
p~riod. The Committee wanted to know why the Steel Control 
Organisatloll agreed to the reinstatement of the contract without 
getting a reduction in rates. The representative of the Departmast 
of Iron m d  Steel stated that ln October, 1956, the price of flats wslr 
$130 per ton; In August--September, 1957. $118 and m January, 
1958. $101. Even though the price of flats 111 September, 1957 was 
less by 5 12 per ton than that in October, 1956, the Railway Ebrd 
purchased the crossing sleeper bars by paying Rs. 95 more per ton 
This indicated that there was no correlation between the prices of 
flats in general and the price of s1ecyc.r. bars The Steel Crmtml 
Organisatton, therefore, felt that the ori@nal rate tcwhlch lhe sup- 
pliers were not willing to reduce was quite advantageous and crhouM 
be accepted The Carnrmttee lnqlurcd why the Cunkul Organrsaticrwr 
did not invite fresh tenders m Januaqq 1W The St?crsQary &- 
claimed personal knowledge of the r n t i ~ ~ n . 5  In this regard. In reply 
to a further ques!ion he stated that the order far 8,000 tuns p l d  
by the Railways in October, 1957 st~pulatcd delivery ktwtxm Ist 
April, 1958 to  D ~ r e m h r ,  1958 ,b such, thrlr purchaw war not 
particularly cmergent 

287. Thc Comrnlttec d r s r ~ d  to tw furnished w ~ t h  e note -tiage 
infer olicx, the prices of crossing sleeper bars r n  the Cantinem: ur 
W b e r ,  1956. August-September, 1957 and January. 1858. 

U7dw Qhy tn thr  rscm:wtt of rebafr---Porn 31. Pages 2- 

288, In Mach, 1956. th Irun and Sk.c.1 CmtrUllw e n k t d  -La 
ern agreement with a foreign firm 'A' fur the purchase d ytpklel mmk- 
nal tor 3 yews from 1956 to  1W. The ~lgmanant. rnca &, pm- 
wded that if, rn any one quartw dururg th cumncy id &ho a v -  
mmt, the Cantroller rtceivtd strt.3 rnutt*sials frrm suma other flm 
of nr member rowtry af %ruse& Export Cionvanttun. at rafts h e r  
than the mfnfaRum wJhg p r h  of the Cbnvantiotl firr farce at $h&t 
time, the drElcmnrc? In p r m  wmld be refund& by the Arm 'A'. I h c  
clam was, however, to tw prcjlferd duly souppurtd by docummtary 
edckacr within 30 days aftor oi that qurrtor. In tfw thlrrf md 
faarth 01 1 H ,  the Conlf~ l l l~r  prrrurd dmflrr xtml rnatcrilah * itnn *B* a-bcr countv thsrutrfi its .sndiarr A ~ S  ~t 
n2;&r l w m  &an that aY A m  'A*. 



289. The rebate mounting to Rs. 4,90w8 for the third quarter 
d d  not be claimed from Ann 'A' because the Indian Agents of firm 
'?!I* did not furnish the relevant invoices to tbe Cantroikr in time. 
kccordingly, on 11th July, 1959 thv Indum Agents were asked to 
make good the loss but they refused to do so on the ground that 
no stipulation was made in the course of thew negotiations for 
rnaking available shipping invoices. Dut ta this omission, Govern- 
ment was put to a loss of Rs. 4,90,918. 

290. Thc clairn for the fcrurth quarter of 1958 for a sum of 
%. 9,30,598 wag pteferrrd against the fnreijp firm 'A' an 29th Detern- 
be?, 1958 but the h refused to accept the claim on the plea that 
.the iwntract with firm 'B' on the basis of which this claim had been 
pefcrmd was not. concluded In that r l u s r t t ~  The amount had not 
heon rmlrwc1 till I)ecernbt*r, 1960 



rpeciPl grade 4 pig iron produced by one of the main prducero d 
gteel for use in the manufacture of spun pipes in one of its owa 
foundries effected on the 28th March and 20th August, 1960 resulted 
in reduction of the surcharge recoverable from the Company to the 
extent of about Rs. 74 lakhs as compared to surcharge recovercable 
on the basis of Government orders dated 18th May, 1959. The red- 
sions were made by Government on the representations of the Com- 
pany, but without either the cwrt examination of the books of the 
Company or by reference to Tariff Commission. In the absence of 
such an examination and in view of the inability o f  the Company t ~ )  
state the dtfferrnt grades of pig iron u.& in the lnanufacture of 
spun pipes, it was not clear on what basis the prices, which gave a 
definite advantage to the Company were fixed. 

294. In evidence, the rcprcsentativc of the Deparlmellt of Iron L 
Steel steted that selling and retention prices of base qualities of pig 
iron were fixed by Government an the reconunrndat~ons of the 
Tariff Commission Thc prices of special qualities were fixed tlrr the 
baais: of these prices. grving due allowance for the 'extras' in their 
in-ents over those nf base qualities Thc allowancr for thew 
'extras' was wnrkrd out t y  the Extras Comm1tti.c of which the I m  
& Steel Conlraller was a rnemkr. In the present caw, as the chemi- 
aal cornpasit ion of. the gmdr r n  question had not k ~ n  initially indi- 
cated by the  producer concernmi, prices were Axed provisionally MI 
the basis of the averagr* of the van- grades of pig irm. S u b -  
quently, when the chmrcal composition of the said made was indi- 
cated by the pmdurcr. 'cxtrns' and 'diffmttals '  of t h b  grade as 
compared tn the ~f ~ L P  p d e s  were worked out, and a~pmprlatc 
prices fixed Tbr priccs so flxcd were mfarccd with t~tmcsplctive 

In reply to a quctstion. thc witness stated that tevbinns In 
prices of base qualitits aLm of spmtaI qualitim were almost always 
afected with r e t m p e c t i v ~  c fk !  TO a question whether t h ~  
chemical cmnplcMzitim as given by the prduccr fn this caw was vrar- 
fled from the b k s  of the pr~rclucer or fndcpcndmtlv tn ti C ~ o m -  
ment teating centre, the reply wlls in the negative 



Degmtmsnt of Iron & Steel ~takwi that such *additional beneb- 
escalatlau as these were called-wem allowed to the producere of 
pig iron by the %riff Commission and, were, in his opinion, quite 
justifhble. 

296. Rs. 1.13 crores and Rs. 91 lakhs (approximately) were a h  
recoverable from the Company for the period prior to 1st March, 
1960 in respect of adjustment of freight disadvantage and surcharge 
on spun pipes out of which Rs. 1.88 mores had been recovered and 
the Mance of Rs. 16 l a b s  was still recoverable (February, 1961). 

297. In evidence, the Committee were informed that :he balance 
of Rs. 16 lakhs had since been rwver~xl .  

Putchaw of dejccriw Rails--Para 33, pages 32-33 

298. In July and Augut,  1956, the 'Iron and St& Coatrdlcr 
placed two contracts valu~ng Rai. 6,33,90,198 an an inchan Arm for 
the import from Japan of W.000 tons of xwls of quality esnformrng 
to Indian Railway Standards spccificatrons, for supply to the Indian 
RPilways for track renewal programme. The contracts provided 
inspection of the materials by the nmufaeturer's rn';Q"ct.ar befm 
deqmtch accompantcd by a ccrtrticatc lsvued by h m  that they m- 
formed to the required specificat~tms. The matenals were. in 
addition, to be inspected by the Inspectors of the Dtrector C m ~ a i  
of Supplies and Disposals at the place of rnmufacture prior to 
shipment. 



the amount withheld. The resulb of the civil sui t  were still 
awaited (March, 1961). 

'301. The Committee were informed in evidence that, before ship 
ment to India, the mils were inspected by the Inspectorate Cell of 
the Ministry of Works, Housing and Supply stationed in Japan. The 
dcfwts could nat. however, be detected as  the specified tests were 
not adequate enough to reveal the defects. Later on, when the 
materials were tested at the Railway Testing Reseavh Sub-centre, 
Chittaranjan, it was found that a part of the quantity received from 
the manufacturers had not been rolled properly. While a part of it 
was outright reject. a substantial part ulras only slightly defective, 
and muld be used in the Railway sidings, etc The total quantity 
decInrcd defective as a result of these tests was 3,234 long tons. The 
mattcr was then taken up by the Iron L Steel Controller with the 
representatives of the supphers who accepted the wults af the 
tests at the Railway Testing and Research sub-Centre, Chittamjan. 
Both the parties nbgmcd that the quantity of the defective rails might 
'5e taken in round figures at 33W tons only and that in full settle- 
ment of thls defectwe supply. a quantity of 1,200 long tons of W1 Ibs. 
'R' Section first class rails would be shipped by the suppliers before 
the 31st May, 1961 Thc qunntitv had already been shipped by the 
~uppliers. 

302. regards the w~thhoidmg of the amount, it  was stated that 
the s u m  of Rs. 10,57333 had been withheld from the supplied bi& 
nor for defective supplies, but for high rates. The civil suit Alcd hv 
:he firm was still pending. 

303. Before the Ctmm~ttet  ttmk up the next item on thc agenda. 
:bey h i r e d  tn h r b  furnrl;h~d with a note giving a break-up of d e f w  
tlve rails accordrng to the cxten: of defects, the estimated loss in 
value due to these defect and the extent to which the quantity 
agreed to by &P parttcls (pi;. .  , 3,200 long tons of 90 Ib3 'R' Section 
first class rails) would cornpensate far this loss. 

Irrryulanzres m a canS3'tu-t fur the ttnport of pig trmt un&r Technical 
Co-qwratwrr ~ s x i ~ t a  ncr"-- para 34. pqp 33. 



tbe 0rm was on a c. and f. basis, the firm derived an undue M 
{of about Rs. 4.24 lakhs) by using the cheaper non-U.S. Flag Vessels, 
in deviation of the terms of the contract. The Steel Controller 
informed the A n n  on 11th November, 1957 that it would be liable to 
pay the loss Consequential to the breach of the contruct. Govern- 
ment, however, decided in March, 1960 not to penalise the finn. 

305. In evidence, the representative of the Department of Iron & 
Steel informed the Committee that the matter was referred to the 
ldinistry of Law who observed that neither the Agreement nor the 
recompanying documenb specifically stated that if 50 per cent. of 
tbe goods were not shipped in the Afnerican Flag Vessels, Grwern- 
m m t  were likely to suffer damages and the contractor would be res- 
ponsible therefor. As the damages likely to be suffered by Gov- 
a n m e n t  in this case were in the nature of special damages, not 
smturally flowing from the breach, it was essential that the circum- 
stances which would result in the special damages should have been 
brought to the notice of the contractor, end his merit to bear res- 
ponsibility therefor expressly obtained. As this had not been dme, 
it would not be possible for Government to recover the less, if any, 
h9m tha contractor. The wi'ness also stated that though the con- 
tractor had derived an undue benefit of about Rs. 4.24 lakhs, Gov- 
ernment had not suflered any monetarq. loss. the contract being 
c and f. basis. Also, the brmch of the contract had been condoned 
by the U.S. Government. To a question why the Steel Cantto1 
Organisation had not provid~d for a penalty for this breach, there 
r;.s no satisfactory reply. It was, however, stated th?t such a pro- 
dsla;i had been framed for ~ncluslnn in new contracts of this type. 

906. The Committee then adjourned to meet again at 1SOO h m  
m Tuesday, the 23th August, 1Wl. 



Proceedings of the 22nd sitting of the Public Accounts Committee held 
on Tuesday, thc 29th August, 1961 

307. The Committee sat from 15-00 t o  17-45 hours. 

PRESENT 
Shri C. R. Pattabhi Raman-Chairmun 

2. Shri Hem Raj 
3. $hri Purushottarnclas R. Pntcl 
4. Pandit Dwarka Nath T~wnry 
5. Dr. Shrirnatl Scctr~ Pnrn~imand 
6. Shrl Hajeshwsr Pr-irsod Narain Sinhn 
7. Shri Jai Xarain Vyas 

Shri V. Subramamnn- -IIcm:trrt*, Sccrctory. 
Shri Y. P. Pam- --l:?-tdtvr S c  --cvtary. 

MINISTRY OF STEEL,. MIXES dY FUEL 

Shri N. N, Wanchrro, Sanctor!y. 
Shrr A. N Banwjw, l tnn & Sred Controller. 



MINISTRY OF FINANCE 
(Dmrurraam OF EXPWDITURIG) 

Shri K. L. Ghei, Joint Secretary. 

Shri A. G. Krishnan-Under Secretary. 

[Shri N. D. Tiwari, Chairman, Public Accounts Committee, Uttar 
Pradesh Vidhan Sabha also attended the sitting with the permission 
of the Chairman, P.A.C.] 

AUDIT BEPORT (CIVIL), 1961 

MIKISTRY OF STEEL,. 11INES R. FUEL 
(Department d Iron & Stccf) 

309, In Jiinrb, 13M. thv RsiEwny Busrd p w m t d  out to the ?I¶:nistq 
of Cammcrcc nnd 111d~~stry that a svt?nbfp prmrdusc had not bc@n 
prmcribd by the lat:et nr r k w  Steel Cantrollcr ftw krwptng suitcrbh 
rrcwlnlar fat  making the avcrali adjustment contamplated abavc. This 
war not dwme Ln splte of rcmtncirrs tmm the Railways. In the a k n m  
of xwards elfhct with the Rr\ilways or the S:wI Cmtrt311er's d m  
rborrt, tha rrtrurf quuztium of s t 4  supplied, Gavemnwnt Rnafly 

to pay on ad hac hasis o total aubsidy a! Rrr. S.S,TQ,ObO to the 
mlwr~r,  mrpwwnlng tho laubarjdy (Ebb. 170 per ton oa $1 1,000 tapla 
~ r ~ B o t l l r h r r ~ ~ 1 ~  



310. Explaining the dll]Bcultiea in maintaining proper accounts in 
the Iron & Steel C?ntrol Organisation, the representative of the De- 
partment of Iron & Steel stated that allocations to Railways were the 
only dependable record from which the required figures could be 
worked out. These were being posted in a register. The register, 
however, could not be kept upto-date as the allocations originally 
meant for the Railways were, on several occasions, released to non- 
Railway quota holders and vice versa, on grcunds of emergency. He 
further stated that even if such a record were properly maintained, 
it would not have been of much use unless other essential details uiz. 
the actual quantity received by the Railways, the date of receipt and 
the rate of payments were received from the Railways. As a result 
of discussion with the Railways in June, 1957;it was agreed that the 
Railway Board would d~risc: each ra~lway consignee concerned to 
furnish the requisite details along with supporting documents to the 
Iron & Steel Control Organisation The Iron & Stcel Controller 
stated that this information was since being recelvcd from the Rail- 
ways, and, on its hasis, proper accounts wcrc bemg maintained by the 
Control Organisation with effect from the 1st Aprll. 1958 To a ques- 
tion why, after the Railway Board had requested the Steel Controller 
to devise a suitable procedure for the propcr maintenance of accounts 
in June, 1956. the latter took about a yeor it1 askmg for the r tydsi te  
details, there was no satisfactory reply. In reply to another question, 
it was admitted that the d~ficult ic*~ in :he proper rnaintcnanm of 
accounts were not insuperable 

311 Thc Cornmtttw then wanted to know how the ad hoc subsidy 
figure of Rs. 3.58,70,W for thc period 1955-58 had becn arrived at. 
The representative of the Department of Iron & Strcl stated that for 
a certain perirxi. the lron & Steel Control Organisation had no figures 
a t  all. The figures riven by the Ra~lways for this period were ueccpt- 
ed. For certain other periods, the Rgureri of the Sled Control Orga- 
nisation which %*ere lower were accepted by both thc parties. Then 
arose the question of the rate of subsidy. The avcraqe raw af Rs. 170 
per ton was accepted for this purpose. In reply tn a question, the 
witness admitted that the settlement twing on an ad hn<. basis, then, 
was possibflity of an error am way or Ore other 



The representative of the Deparbnent of Iron & Steel stated that the 
nwnber of such contracts was hardly f o w  or five. In these cases too, 
#ere was only a remote possibility of double payment as, according 
to the procedure laid down by the Steel Controller in this behalf, 
before any payment was made, not only consignee receipts from the 
relevant Railway consignee but also statements showing quantities, 
prices and total amounts yald were to be produced by them. From 
these, it could be wr;fipd whether the price paid by the Railways 
to the importer included the element of subsidy or not. The witness, 
however, promised to check up all such cases and furnish a further 
repor: to the Committee. 

313. The Committee then des~red to know the prrvcnt procedure 
for the mpor t  of steel b y  the Railways They wpre ir~forrned by the 
Iron & Stcel Controller rhwt :iccctrri~ng :a the pruwdure in force with 
eflrct from 1060-61, b h r c  the cummcnccrr~en: of each Cnanclal year, 
the  Rallwi i~s  informid t h r  Str*.  1 Control O v ~ a r , i i a : l . + ~  c f r k . r  r q u r r e -  
ments for the iricomlng ycar 'i u ;he cxtcnt, their reqummcn:.s could 
not bc met from rnd~gcnous swrcts ; ,  cleaaimcc. 1:orrnlts tvetc issued to 
thc Railways t o  import cilrect Thy contr,rcts frlr mtports ~ . - e  cnlcr- 
ed into by thc Ra~lwnys  un t h c x  own ncconnt, anti t h t  subsidy was 
also @aid by them 111 thth firs: instance The Steel Control Organisa- 
tion did not make any purchase on beha!f of the Raiways. though at 
times, out of sheets and plates purchased m bulk by the Organisation 
on its own account, some quantity was allotted to the Railways for 
wagon fabrication. The Committee then enquired about the proee- 
dure prevailing during the years 1958-59 and 1959-60 and whether it 
fully safeguarded against risks of double payment, the witness pro- 
mhed to furnish the requis~te  information later. 

Approprirtka Accounb (Civil). 195Ub-Vd.  XW 
Ex-gratia Payment-Note 8, page 12- 

314, Acquainting the Committee with the background of the case. 
the repnaentotivc of the Department of Iron dr Steel stated that a 
rate of $120 per long ttn c. Rr f. lndmn Ports was agreed to be paid. 
Thir coaridcd of two partp--SIQ2.25 per lung ton f.0.b. and $17.75 as 
bulc  Wght  rate, the, w~riottons m the latter rate being a n  buyer's 
account. In July, 19!%6, the Ama represented that at  the time of mak- 
ing its o f k ,  i! did not know ihc correct p i t i o n  regarding freight. 
and, thudore ,  mpue*:u?d for amcadmcnt oi the conttact to pro- 
vide lor a bulr h i g h t  rate of $16.47 pet long tan, instead of $17.7!5 
per long M arlghally provided. The lrwrri & Steel Cantrat Qrgct- 
nt#tlan did mt (Inrt agree to thlar Later on, howcvu, the: &mh 
nrqwut w.t rcrsdad lo, but, at the same h e ,  It was pnsvjdsd &at 
dl tu&laqrrant varktioar tn ihr, W c  hrtght nta would be rra tho 

10~11t r e ~ u l t  of th& w u  that agailwt the ertrr 



a 4  
payment of about Rs. 24000 made to the firm due to acceptance td 
a lower basic freight rate about Rs. 15,000* representing freight varia- 
tion were knocked off. 

315. As regards the disciplinary aspect of the matter, the witneas 
stated that no action against the officer concerned was taken as it was 
felt that he had acted in good faith. Asked whether the said offleer, 
before agreeing to freight reduction, had referred the matter to the 
higher authorities, the witness stated that he had not done so, as he 
was under the impression that he was acting within his powers. 

316. As to the remedial measures taken lo obviate recurrence of 
such cases, the witness stated that the instr~rctjons had heen issued 
by the Ministry in March. 1960 111a, in futurr no pricc variation should 
be allowed without thc concurrence of thc Ministry. 

317. The ba1a:lcc o f  Rs 85.6(r,fi3.780 as pcr cash hook shown i n  the 
Balance Sheet could not be certified as corrcbct. 2 5  the Iron &&tee1 
Controller had nnt ytjf reconciled the figurc~s in the cash hook with 
those of Reserve Rank Payment scroll and the schrdulc of :-erniftance 
fnr the period from 1st April, 1958 to 30th Novenlbrr, 1959. 

318. In evidence, the representative of the Department of Iron & 
Steel stated that till the 31st March 1958. the transactions of the Steel 
Equalisation Fund were kept out of thc Cont;olidatrd Fund of India, 
and operated by means of a personal ledger account. Deposits were 
accordingly recorded in a pass book. With effect from the 1st April, 
1958, the Steel Equalisation Fund became a part of the Consolidated 
Fund of India, and the deposits were included in the Re.senre Rank 
receipt scrolls. During the period 1st April, 1958 to 30th November, 
1959, the Reserve Bank gave to the Iron & Steel Control Organisation 
the i>apment scrolls, but not the receipt scrolls with the result that the 
balance as per the cash book could not be verified with the Reserve 
Bank receipt scrolls. Though this verification could dot be done, the 
figures contained in the cash book fullv tallied with the Cash Accounts 
maintained in the Organisation. Indicating the l a t ~ s t  position the 
witness stated that from the 1st December 1959, h t h  the payment 
and receipt scro71s were being recciv~d frnm t h ~  Reserve Bank and 
thc figures contained in the cash bonk verified wi4h these scrollri. 



21 5 
319. Earlier, in reply to the question regarding the reasons for the 

dhan t inuance  of the pass book system, and the fixation of responrpi- 
Wity therefor, the witness promised to furnish the information later. 

Para 2, Page 20- 
320. On the recommendations of the Tariff Commission, Govern- 

ment  decided on 25th November, 1959, that interest on the special 
advances of Rs. 20,18,26480 given to Mjs  TISCO and IISCO should 
be charged as from 1st July, 1958 at the rate of 5 per cent per annurn 
and the actual rtcovtry of the amount might be postponed till a deci- 
sion was taken regarding .I common retention price to all thc Main 
Producers of Iron and Steel both in Pnva ' e  end Public Sectors after 
31st March, 1960. Intcrcs: nmountlng t o  Rs. 2.10.23.592 had accrued 
on these special advmcc.s i r r  + h ~  pt . r~od from 1st J u l y ,  19158 t o  31st 
July, 1960 hut  1 1 ~ 1  f;rlal d c c i i , ~ ~  i ~ :  t". rrcco.,.el-:. was t a k m  by (~overn- 
mcnt :ill Novtwhrr I ! W  

321. 'I'hc Con:mittrtcb zvcrr. infi~rrnc.rl :hat the question of recovery 
of intz.rrtr;? f rom MP:;:::.~. TISCO a n d  IISCO had since been referred to 
the TarifT Con:m;:.;,i:~r~ \vkr  is-~~u!d. Ili:c'r r ~ l i a .  csamine whether the 
said :ttnomt o f  i n t c r c s  sh!)~l!ci ht. I.c.!!~T!c~~ in retention prices to be 
fixc~i \vith rfTcc.t from :hc 1 ' : I  A):!-i!. 1 T i t t t  ri~pr)r-t i l f  t h e  Tariff 
Comrnissinn w a s  aw-aitcd. 

Para 3 ( a ) ,  Page 30- 

322 A sun1 of Rs I4  04 cj 01 c ? W:IS I ecoverable from sundry debtors 
as an 31st Mnrch. 19f30 :I\ n ~ ~ ~ l n r :  Hs 10 50 crnres on 31st hlarch. 1959. 
I n  adriit  on. a suru o f  Rs 1 0  8;j crures of estimated accrued recoveries 
was awaif~rlg bi!':ng a, on 3 i h :  31,trctl. 1960 aqamst sundry debtors. 

323 TTlc Pubiii- r2ccnants Cvnlmt:tec (1939-60) in para 20 of their 
26th Rcport (Swotld I,ok Sabhi,) had reco~nmendcd :he desirability 
of reducinq thv time-lag crf r t w v e r y  and also suggested that on ac- 
count payrncnts rnndc n~onth ly  bv  the Xinin Producers should repre- 
sent the amounts due in  respect of sales of the prevmus months. 
The Committce dcsirtbd to know the  action taken or proposed to be 
taken on the ~ b a v c  recommrndstrorl of (hc Committee of 1959-60. 
The rcprescntativc nf !hc Dcpnrtmcnt of Irtm 6 Stpel stated that from 
the Govcrnnmit's point nf victv dwppatchrs hv the producers were 
the most npproprintr basis for recovery and thc matter was atcard- 
in& taken up with the lnitln prcducrrs .  The latter. however. argued 
that thry could not rcosunnldy hc nskcd to pny to the Equalisation 
f i n d  in respwt of thcb qunnSi:ics dcqmtch~d  in a6vnnc.c of their lwing 
paid for by tlw cnnrigncvs. I'hc p r e f ~ r e n c e  of the prmiucrrs was, 
therefore. far payments un t fw basis sf cullectiuns. The Cornrnlttm 



then referred ta the suggestion of the C. & A. G. made before the uk 
Committee of the P.A.C. (lW9-60) on the working of the Iron & &a& 
Controller's Organhation that the main producers should mcdft b 
the Fund every month as per calculations to be made by themselves 
payments on the pattern of advance payments towards income-- 
They were informed by the witness that this procedure had &oa 
suggested to the main producers who accepted it in principle. Bpt 
they had not ye: observed it in practice. Asked whether it wouid 
not be desirable for Government to levy penal interest for delay fs 
payments by the main producers, the witriess siated that the reactiaa 
of one of the main producers to such a proposition was that Gov- 
ment could levy interest on overdue payments provided they rbo 
agreed to compensarrl similarly the m n m  producers for suppl~cs  d 
stores to Government. 

324. The Committee enqulrcd about the late's: position regarding 
the outstandmgs. The ~ v l t n c ~ ~ s  :;:;i!c:i t h a t  t!!r amo!r:l? rccoverabk 
from sundry debtors had bct~n hrougii: ti~::*;n from I!s. 14.04 cror~8 
as on 31st March. 1960 to Rs. 6.5 crorcs 3.. OII 1st Aujyst, 1961. Ttw 
amount of Rs. 10.86 crows of rs:imattd :~c.crucid rc:cuvcrirs awaiting 
billing against various sundry dcbiors as 1.3 3ist March. 19tiO had ala, 
been cleared. 

Prva 4, page 2 0 -  
325. A sum of Rs. 1.83.70.870 was shown under 'unallwated re- 

ceipts' on the liability side of the balance sheet. This amount J q  
unallocatsd to proper heads for a considerable period. 

326. The Conzn:;t;ee werv rnforn~ccl by  he reprt.sl.ntcltlvc* uf tk 
Depubnent of Lon & S k ~ l  i h a ~  :he entire alnount c w c ~ p t  .bad: 
Rs. 18 lalrhs had slncc been alhcatcd to proper heads. I t  W& porn- 
aut by Audit that w h h  a~lwatlon apparrd to have k n  done in am 
of r e n t  m i p : s ,  i t  still remained to be done in case of old i t e m  tbs 
oldest being uf May, 1956. The witness promidied to expxhtc pfLvc 
tian of the balance. 

Budgeting and Control otwr Eqwnditure. 
Grunt No, 84-Hircellumour Dq~lnmprrlt and ather ErpGndjbrrr 

under the Ministry  of Steel, Mxmr and Fuel. 
Mote 1, page 11. 



some of which hiad not been estimated correctly. In reply to a ques- 
tion, he admitted that the variation between the actual mdng and 
mender ahould not bave been so wide, as in the present case. 

Sub-head 8-4-trcmsfer to Iron and Steel equalisation fund of net 
h e e d s  of nrrcharge and hfiscellanews Receipts under Iron and 

Steel Control Order, 1941, Page 9. 

329. As against the final grant of Rs. 25,16,16,000, the actual ex- 
penditure amounted to Kq. 25,73.65,154 under the above sub-head 
mult ing in an exccss oi Fir. 5;.49,133. 

AUDIT REPORT (CIVIL), 1961 
HINDUSTAN STEEL, LIMITED 

Delay in gertrng Equiptent-  Para 67 ( I ) ,  Pages @t37 

331. The Rourkcia Project had 187 vehcies of vanam types (ex- 
cludjng tractors) on 31st March, 1959. The mamtenance and rep& 
of thew veh~clcs was to be done m a central garage of the Project. 
Although the project was started m 195536 action to provide necea- 
w y  equipment in the garage was not taken till October. 1957. Tbo 
Board sanctioned the purchase of equ~pment mounting to Rs. 1,!5?,fHNl 
in October, 1957, but purchase orders were p l d  only between 
Au~ws~, 1998, and May. 1959 for some items Equipment Ispol'th 
Rs. 94,000 was received upto May. 1960. For want of completeequip 
ment and delays in it9 procuremant the central garage could bd 
undertake repairs promptly (e.9.. 6 vehicles were found to have been 
iying ur the garagc unrcpaird from 1967 ar earlier) and re- had 
to be goi done at private workshops 



3%. The Committee were informed by the rep-htive of the 
Hindustan Steel Ltd., that all the equipment worth Rs. 1$7,Qo() 
sanctioned by the Board of Directors was not purchased as it wae 
felt later on that instead of canying out all types of ~ i r s  at the 
central garage, it would be more economical if some of the specialised 
rep&s were got carried out at  private workshops. As to the present 
capacity of the garage, he stated that it  could undertake all types 
.of repairs except some svecialised ones and was sufficiently we& 
equipped to keep the entire fleet of about 240 vehicles in running 
order. Asked about the extent of expenditure on repairs carried out 
at the central garage .~~ls-a-vl.s that in private workshops, he stated 
that during the three ycars ending July, 1961, repairs valued at 
Rs. 27 Iakhs had been carried out at  the Centr:11 garage. As against 
this, only Rs. 2.95 lakhs had bern spent on rcpalrs at private work- 
shops. To a furthcar question whether the said figures included the 
cost of consumables, such a., tyres. tubes sad batteries, the reply 
was in Lhc affirmative. The witness. however, promised to check 
up again and submit a further report. 

335. Thc Committee then enquired about the number of officers 
at whose rcsidenccs oficizl cars were narked and the justific a t ' lons 
therefor. They were informed that the number of such officers wgs 
about 20-15 heads of departments and f i \y  othcr ofiircrs. As to the 
iustification for this arrangement. it was stated that dead mileage 
between the garage aind officers residences was avoided. Further, 
as the heads of departments were frequentlv required to go on duty 
a t  night, it was in the interest of work also that cars were parked at 
their residences. It  was, however. added that as keeping of official 
cars in officer's private garage was considered to be "morally re- 
prehensible" by the public, it was decided to withdraw gradually all 
these vehicles and park them in temvorary s h d s  to be constructed in 
the central garage. The work had been awarded to a contractor in 
July, 1960 and was about to be comdeted soon. In reply to a ques- 
tion it was stated that if a car was used bv a single officer for coming 
to  office from the township and going back-a distance of about six 
miles either way-he was required to pay Rs. 36 per mensem. If 
used by two officers each was to pay Rs. 24 per mensem. Besides, 
the rent of the private garage of the officers was to his account. 

336. The Committee were informed by Audit that one official jeep 
was stolen in December, 1960 from the residence of an officer where it 
was parked at night unguarded. The case was reported to be under 
investigaltion. The Committee enquired about the present ?osition. 
me representatnve of the Hindustan Steel stated that the question 
st present before the Project authorities was whether the loss should 



tn written off, or recovered from the offleer concerned in case it was 
found to be due to his negligence. 

337. In reply to a question regarding the five vehicles whose write- 
off was initiated by the Project authorities in April, 1960, it was 
stated that none of them was serviceable; they had been cannibalised 
to keep the others in working order. 

Umitisfactory stn tc  of  records ond occounts of vehicles-Paru 6 7 ( i i ) ,  
Page 67- 

338. The log books of vehicles did not indicate the purpose of 
journeys, nclr recorded the milometcr readings before and a t  the end 
of a journey. Mileages per gallot) had hrcn ~vorlwtl out only in a 
few cxc and even in t h o x  C:.,.TS ib(1rc had heen no attempt to 
ana1;rsc nbno~mal vnriatirvs. 7 ;w hi;!(>-v :;!KT'.: of  t h c b  vehicles had 
not hccn properly kept pnf !  tl('!:iilr; 1 . f  .r>p:;:,s :.ar:.:c.d out on each 
\.I-hic.!es, and the jssuc of importan1 accessr~t~ i~~; ;  likc [ y :  c!s, batteries, 
el:.. urc>re ~ ? o t  ;il~vn>.:; rivailablc. Ai.!so~,di~lg i o  Audit  jn the  absence 
of svstematic records, it was difficult for the management to have a 
proper cmn!~.nl YCI- cxnenditure incurred nn renairs and mainknance 
.and also over t h ~  performance of the vehicles. 

339. The Committee were informed in cvitic~ncc that the above- 
menlioncd records were now being propr~ly maintained. 

Extra cons~imptiow of rnru materictl and production of low grade pig 
Imn-Porn 67(iii).  Pnge 67 

340. Tests conducted in Janualy-April, 1960 a1 the plant site of 
Durgapur Steel Project revealed that the iron ore purchased during 
that period for the Blast Furnance was, in most. cases, below speci- 
ficattion. The relwant despatch reports, however, indicated that the 
materials had been certified, before despatch by the approved analysts 
as conforming to specification, and payments for these consignments 
were also made on that basis. 

341. According to Audit, the poor quality of ore necessitated in- 
creased consumption of iron ore and limestone per ton of pig iron. 
For the first four months of production alone the value of such extra 
consumption was about Rs. 6.72 lakhs. 

342. Tn evidence, the representative of the Department of Iron and 
Steel stated that the goor quality of iron ore in the present case had 
necessitated increased consumption of limestone per ton of pig iron, 
but not that of ore. The consumption of ore per ton of pig iron was 

I 



m 
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fnR this statement by figures, he stated that normally 1.72 tone af. 
iron ore and 0-40 tons of limestone were required to produce one ton 
of pig iron. In the present case, 1,66 tom of iron ore and 0.47 tons of 
b e s t a v  w e n  wd to produce one ton of pig iron. According to 
him, the figure of RB. 8-72 lakhs as the value of extra consumptioa 
necessitated by poor quatlity of ore during the imiod January-April, 
1960 was not correct. It was, however, admitted that the Audit 
computation was intimated to the Durgapur Project authorities on 
the 7th July, 1960 and had not till date been contested by them. 
Audit also pointed out that the Project authorities themselves had 
found that of the ten analysis made in May, 1960, nine were liable 
to rejection. The representative of the Company elucidated that the 
test analysis conducted at the destination had indicated a higher 
percentage of fines and a higher silicalumine ratio. Although the 
ore was not entirely to the specifications, it had to be fed into the 
blast furnaces to keep them going. 

343. The Committee then enquired whether the Hindusban Steel 
had examined the question of making recoveries from the suppliers 
for the poor quality of ore. The rejxesen'tative of the Hindustan 
Steel stated that the contract did not make any such stipulation; in 
its terms, the certificate of the public analyst was to be final. In 
reply to another question whether any action was proposed to be 
taken against the public analysts for wrong certification, the re- 
presentative of the Department of Iron and Steel stated that no ques- 
tion of taking any such action would arise unless it could be p~oved 
that they had deliberately made wrong certification. 

344. The Committee then wanted to know the remedial memres 
taken in the matter. It was stated that the project authorities had 
posted their representatives at the loading station to be present at the 
time of dmwing samples. It was. however, added that as the analysis 
by the public analyst was ta be based on sample drawings, it was 
not necessary that the qualitv certified by him as standard would 
actually be found as such by the project authorities in all cases. Thb 
wouId, however, minimise the chances of variation. The represen- 
tative of the Company could not inform the Committee about the 
date since when the above practice had been introduced. 

AvoidDbZe p y w n t  of demurrage-Para 67 (iv), Pages 67-68- 
345. The officials of the Company in London had been sending 

shipping documents through the Dtplomacic Bag of the High Com- 
mimion instead of by Air Mail. These documents .. had to pass tbmugb 



Ifour Merent omes  before they were received in the shipping offlce 
and deliverad to the Clearing Agents of the Company at Calcutta. 
Consequently, on several occasions these documents had been re- 
ceived by the clearing agents manv davs after the arrival of the 
ships, causing cpnsiderable delay in the clearance of the consignments. 
The system of clearing the eonsipnments on indemnity bonds was 
also not resorted to and a sum of Rs. 5.43 lakhs had to be paid as 
demurrage charges during the wried February, 1958 to January, 
1960. 

346. In evidence. the representative of the Hindustan Steel stated 
that shipping Qacuments were sent through the Diplomatic Bag of 
the High Commission only from the middle of February, 1958 
to the middle of October, 1958. In 'October, 1958, a new 
procedure wm introduced according to which shipping 
documents are sent direct to the Calcutta shipping office. 
He further stated that the demurrage solely due to delay in transmis- 
sion of documents was only Rs. 30,000 and the remaining amount 
(over Rs. 5 lakhs) was due to other factors, the most important being 
heavy port congestion occasioned by Port Employees' strike, railway 
restrictions, etc. He added thad as a remedial measure certain lands in 
the dock area had been taken bv the Company for holding goods till 
they could be transhipped to other areas. 

347. The Committee then enquired whether there had been any 
cases since Jcnuary, 1960 in which the clearance of consipnments had 
been delayed due to late receipt of shipping documents and if so, how 
many and the amount of demurrage attributable thereto. The re- 
presentative of the Hindustan Steel promised to furnish the requisite 
information later. 

Extra Expenditure due to improper design of Turbo Blower-Para 
6 7 ( v ) ,  Page 68- 

348. The Turbo Blower a t  Durgapur was designed to deliver air to 
the  Blast Furnace at a rate of about one and a half times mom than 
the requirement. It was not possible to reduce the rate of blasting 
and the excess air had to be let out through the snort of the furnace 
into the atmosphere. An expert. who was specially brought from the 
United Kingdom in October, 1959 to advise on Blast Furnace oper- 
ation, stated in March, 1960 (after the blast furnace had been in 
owration for about 3 months) that quality control and coke consum- 
ption were very much tied up with wind volume and due to the 
Ugh rate ef air blowing the cost of air delivered would be almost 
dabled. According to; Audit, the recurring extra cost on blowing 
vt of the air, was abwt Rs. 8lakhs,peurw. 



349. ID evidence, the representative of the Hindustan Stecl sbtad! 
that there was no defect in the design. The Blower had functioned 
unsatisfactorily only in the initial stages when the blast furnace 
worked to about one-third or one-half of its rated capacity. The 
quantity of air delivered then was more than required. Later on, 
when the blast furnace worked to full capacity, the Blower function- 
ed quite satisfactorily. In fact the witness added, but for the higher 
rate of blasting, the higher production of the blast furnace would not 
have been possible. In reply to a question, the witness stated that 
no extra expenditure was incurred by the Company due to high rate 
of blowing. Asked whether the above facts were brought to the 
notice of Audit when the draft para was sent to the Company for 
comments, the reply was in the negative. 

Unnecessary purchase of spares-Pow 67 ( I ? % ) ,  Page 6%- 

350. Spare parts valuing Rs. 34,000 were purchased in October, 
1057 for earth moving machinery on grounds o f  emergency. Thee 
were in excess of the requirements and c1.-spite the efforts of the Pro- 
ject autilorities. could not be disposed of so far. 

351. The Committee were informcd by ?h: r.eprcsent,~live of the 
Hindustan Steel that thc  Executive Engineer who had been sent to 
Bomb;y for. m;dr!ng emergency purchases jn this case had exceeded 
his authority, and placed orders in excess of actual rcqpirements. No 
action against this officer could be taken as he had already (Septem- 
bcr, 1958), left the service of the Corporation. Asked about the date 
on which the irregularity came to the notice of the Project authori- 
ties, the witness promised to furnish the requisite information later. 

352. Enumerating the steps taken by the Project authorities to 
obviate the recurrence of such cases, the witness stated that a Pur- 
chase Organisation had since been set up for making all purchases for 
the Project. A copy of every purchase ordcr was also endorsed to the 
Accounts Department. Further, no afficer other than a Purchase 
OfRcer was now sent to other places for making purchases. 

353. As regards the utilisation of surplus spares, the witness stated 
that they were being utilised from time to time. 

Infructuous expenditure on the designing of a HoteGPara 67 (vii), 
Pages 68-69-- 

354. The Company had incurred an infructuous expenditure of 
Rs. 1.54 bkhs as architects fees paid for designing of a 300 roomed air- 
conditioned hotel at Durgapur. The Project initiated by the ~ i n i s t e  
in July, 1956 was proceeded with against the advice of the ~ r o j e k .  



authorities in October, 1966 that such a luxurious hotel was not neces- 
sary. In September, 1957, however, the Ministry decided to postpone 
the cumtawtion of the Hotel. The proposal to construct the Hotel 
was given up consequent on the construction of Guet Houses and 
Hostels. 

355. The Committee enquired why the Ministry over-rode the 
views of the Project ziruthorities in the matter. The representative of 
the Ministry stated that the original idea was to house the Consultants, 
foreign technicians and a number of officers of the Project in the 
Hotel rather than in quarters to be built. He, however, admitted 
that the initial decision of the Ministry was wrong. He added that 
the Architects of this Hotel who were also appointed Architects at  
Bhilai had charged for the designs done for Bhilai a fee of only two 
per cent, instead of the usual four per cent, in consideraticn of the 
fact that the Durgapur Hotel Project had been abandoned. This 
had resulted in a saving of about Rs. 69,000 on the Bhilai Design. 
Taking this figure into account, the infructuous expenditure in the 
present case could be placed at Rs. 85,000. 

Disciplinary action against a delinquent ofjicial-Pala 29 of 36th Re- 
port of P A C .  (Second Lok Sabhn). 

356. In paras 28-30 of thc>ir 36th Report (Second Lok Sabhal), the 
P A C .  (1960-61) had considered a case in which three quarters con- 
structed by the D.V.C. departmeritally developed cracks in the walls 
and roofs even before their complction in August, 1955. An officer 
who in~pected the buildings in April, 1956 attributed the damage to 
bad soil while another ascribed it in July, 1957, to poor work on 
foundations. The construction of another quarter was abandoned 
at plinth level. 

353. During the course of evidence, the Committee of 1060-61 were 
informed that the explanation called from the Executive Engineer 
concerned had been examined by the Corporation but it was not 
considered acceptable. The Executive Engineer who had in the 
meantime left the service of the Corporation and joined the Hindu- 
stan Steel Ltd. was informed accordingly. The Hindustan Steel Ltd. 
had also been informed of the facts of the case. The Committee en- 
quired about the' action taken by the Company in this case. The re- 
presentative of the Hindustan Steel stated that the said oPlicer was 
no longer in the service of the Hindustan Steel. He promised to 
furnish the requisite information later. I 

358. The Committee then adjourned to meet again at 15.00 hours on 
Wednesday, the 30th August, 1961. 



Proceedings of the 23rd Sitthg of the Pub& Accounts Committee 
held on Wednesday, the 30th August, 1961 

369. The Committee sat from 15.011 to 17.30 hours. 
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Ministw of Finance (Deptt. of E q . )  
Shri A, V. Venkateswaran, Joint Secretary. 

hflnistq of Finance (Deptt. of E.A.) 
Ski R. K. Mukhejee, Undm Secretary. 

PdINISTRY OF STEBL, MINES & FUEL 

(Department of Mines & Fuel) 

GEOLOGICAL SURVEY OF INDIA 
Audit Report (Civil), 1961 

AvaidabDc expenditure on drilling operations-Para 35 (A)-Page 34- 

3$& r6 explore the minerd rrourres in India, deep drilling ope- 
ratah$ were started on Ropr scale by the Department during 1955- 
56. In the year IS!HW, there were several cases of stoppage of dril- 
1mg t$perations f o r  Img periods ranging from 31 to 274 days at a 
str&h. %?he total drjlling days for 18 machines thus lost were 774, 
invdv& an expenditure of about Rs. 1.5 laWts (Rs. 200 per drilling 
day 

361. During the second half of 1959, the Department acquired 5 
new machines which were allotted to new drilling parties iytead of 
to the existing ones where the work was at a standstill. Moreover, 
two dher machines were lying idle for want of repairs since March/ 
December, 1958. 

382. Explaining the reasons for stoppage of drilling work for long 
durations, the representatives of the Department of Mines and Fuel 
stated that most. of the drills working during the year under review 
had Men in operation for m e  years. Further, the drills generally 
v q t e  in remote mountainous regions where no repair facilities were 
aypjlabla Breakdowns were inherent in drilling operations and 
a q p L r a l  calcwl&n of losses on the basis of drilling days lost 
w w  lp unrealistic. Further the calculation, had not made due 
alhw- fd the fact that for two to three months in the year no 
aperd)$!& wme possible either due to climatic conditiom, or n d  for 
ovm-g. 

' 383. Committee were informed by Audit that of the drills 
degaopd during the year under review, one remained idle for about 
eight months, two fur 7B months, another for seven months and yet 

for six months. A+ %e correspo&g field staff could not 
uwaed dqripg this @qd, the QpyMee desirsd to hpwv 
it w ~ g d  not be mare econdcal tp lDsp one or two m a c * ~  

3 W O ( ~ i i )  Id$-15. 



in in to be used as stand-by to meet such contingencies. The 
explnaatJor, of the representatives of the Departments of Mines & 
Fuel and Geological Survey was that in 1959-60, the Department had 
23 drills which were of nine different types. If one machine were 
kept in reserve for each type, nine drills would have been required 
to be kept for this purpose. As the equipment available with the 
Department was extremely limited in relation to the mineral explora- 
tion programme, it was felt desirable to deploy all the machines, 
rather than keep nine in reserve. Admittedly, the present arrange- 
ment did at  times result in some of the operating staff remaining idle. 
But the avoidable cost of idle manhours was more than counter- 
balanced by the extra exploration work done by the machines which 
might have been kept in reserve. It was stated in this connection 
that during the past few years, about 270,000 f t .  of drilling had been 
done by the Department. If, on the basis of two months' idle time 
in a year one-sixth of the equipment were kept in reserve, the 1% 
in exploration work would have been 45,000 ft. valued at Rs. 18 
lakhs @ Rs. 40 per foot. It was also stated that though some idlo 
man-power was inevitable in the existing arrangements, every effort 
was made by the Department to reduce its extent by transfeming 
a part of the idle man-power to other work-sites. Also, in cases 
where nlajor break-downs occurred after the work had progressec! 
beyond P certain stage, efforts were made to provide drills fm 
other places as soon as possible. 

3WAs regards other measures proposed to be taken to rationalbe 
the use of equipment and to minimise the time involved in repairs, 
i t  was stated that the set-up of the Geological Survey was proposed t o  
be decentralised on a Zonal  basi is, with headquartem at Calcutta. 
Lucknow and Hyderabad. Each Zone would have its own drills with 
a major repairs workshop at the headquarters. Besides, there would 
be a minor repairs workshop at the circle headquarters in each State. 
Indigenous production of drills and spares was being encouraged and 
in the menatime drills and spareg were being imported. It was stated 
in this connection that of the five machines purchased .in the latter 
half of 1959, two were indigenously manufactured. Although these 
were n d  up to the requisite technical stand&, the Department 
was keen to give them a trial so as to promote indigenous production 
of such machines. 

1nfnrctw)ua expenditure incurred on a drilling party-Pma 35(B)- 
Pages 34-35- 

365. In June, 1960, drilling operations were started at ~ h a b t a  
(Rajasthan) for the invdhgation of copper, covering a belt of 8 d e s  
whm geoLo@cally it was necessary to go down to a depth of 420 feet- 

. , 



Immerlirrtdy after the operations had started, the Regional Engineer 
reportRd that the machine deployed was too small for the type of work 
q u i r e d  k, be done there and stressed the need for allotment of a 
heavier machine. No decision for replacenlent of the machine was, 
however, taken by the Department. On the advice of the Rqional  
W n e e r  the operations were eventually stopped on 23rd Septem- 
ber, 1960 on reaching a depth af 344 feet only. According t u  Audit, 
the entire expenditure of about Rs. 27,000 incurred on the operatious 
during the period from J u n e  to September, 1960. proved to be m- 
ATlctuous, 

366. In evidence, the representative of the Department of Mmcs 
6r Fuel stated that thc machine used a t  Dhanota was a Joy 7B Drill, 
with a capacity of 500 ft. Although the Regional Engineer had re- 
ported that the machine deployed was too small for the type of wurk 
required to be done, he was o\w-ruled by his superior officer who fclt 
that the machine was capable of drilling upto the intended depth, 
viz., 420 ft. The rc:lson why the drill could not go beyond 344 It. 
was that i ts split pin snapped at  that point. resulting in its break- 
down. The witness, however, added that at this depth such a break- 
down could have occurred even if the drill wcrp a heavier one. H % 

also contended that the expenditure incurred on the operation could 
not be cpnsidered infructuous inasmuch as the geological momaIg 
indicated by the grophyslcal survey had been resolved before this 
point was reached. It was found that the  anomaly in this case was 
caused by graphite mineralisation, instead of sulphide mineralisation. 
as origurally thought. Asked whether the drilling operations would 
have been stopped at 344 ft .  had the breakdown not occurred a t  this 
point, the witness stated that normally drilling was stappd after an 
anomaly was resolved. 

367. The Committee were informed by Audit that after the drill 
had bmken down in September, 1960, it was repaired and put into 
operation at another point in the area on the 9th November, 1960. 
The work had, however, again to be suspended as the machine could 
not drill byond 290 ft .  From a letter dated the 14th December, 
1960, the C. & A. G. read out the following opinion of the Deputy 
Drilling Engineer concerned regarding the working of this machine 
on the second hole: 

"T'he drill hoIe has now reached a depth of 290 feet Bx Size 
using 'A' rods and the engine of the drill is unable to 
hke the load.. . . . .In my opinion, this drill is most un- 
suitable to be deployed for works in this area. I consi- 
der any further attempt to farce the drill to drill deeper 
ris& and to~klly inadvisable." 



T& Committee desired to know the views of the repmmxtDtjve of 
the Department of Mines and Fuel m the matter. The witness Crtpted 
that thti first break-down was caused by the snapping of the @it 
pin which would not have weakned the engine and so, the macbfne 
shuuld have been capable of drilling to the depth already reach in the 
case of the first hole. Asked why it could not drill beyand 290 ft in 
thls case the wltncss could not give a categorical reply. 

Irrjructttow; expenditure after szcspen.siort of a drilling rvperathn- 
Para 35(C), Pages 35- 

368. In January, 1958, a Circle O 5 c e  of the Department recom- 
mend& that the drilling operations at Warkalai (Madras) should be 
djscontinued as the results obtained were not encouraging. The 
machine also went out of order on 17th March, 1958 and as a result 
the drilling operations came to a stand-still. By this date an ex- 
penditure of Ra. 38.500 approximately had been incurred. F b t b r ,  
the crew attached tu the machine was retained at site upto 3rd week 
of July, 1958. Thin resulted in an infructuous expenditure of about 
Rs. 6,500 by way oi pay and allowances of the crew. 

369. Explaining the reasons for delay in taking a decision on the 
recommendation of the Circle Office made in January, 1958, the rep- 
resentatives of the Departments of Mines and Fuel and Geological 
~ & v e ~  stated that the decision had to be taken in the light of $he 
sedimentalogical study of the washes from the drill at the laboratory 
in Caltutta. The drilling had originally been undertaken in search 
of lignite in the region where fuel was scarce. As the acceptance of 
the circlc ofice rrcommendation would have resulted in ab~ndon- 
ment of prospect~ng j11 the region for all time to come, the available 
ciala had to be minut~ly  studied before taking a final decision. As 
such th:: decision could not be taken quicklv. 

370. As regards delay in redevelopment of the field staff after 
cessation of drilling at the site, it was stated that three of the nine 
crew working the drill were transferred to the headquarters on the 
1st April, 1958. A part of the staff was also sent to Madras for get- 
ting the machine repaired. The remaining men were put on the 
work of oiling cleaning and preparing an inventory of a Iarge 
number of small parts at the work-site. 

Disposal of obsolete and utwerviceable stores-Para 35 @)-Page 35- 

311. Obsolete and unserviceable stores estimated to cost s e v d  
labhs of rupees were lying in stock for a long time r d t i n g  in 
avsidable expenditure on storage and maintenance an& loss by 7 ~ a g  
of deterioration of stores. 



37% There was no procedure in the Department to survey, segre- 
gate and wnsider disposal of unserviceable, surplus and obsolete 
stores h m  year to year. 

373. In evidence, the Committee were informed that excepting 
stores valued at about Rs. 1,500 which would be: rt?paired/fe- 
conditioned for use, the whole unserviceable stock had since been 
disposed of. Two of the major unserviceable items were cameras 
(numbering by) and tents (numbering 559), which had been disposed 
of for Rs. 5,250 and Rs. 6,365 a< against the book value of Rs. 18,IOO 
and Rs. 1,24,000 respectively. Asked whether the disposal value in 
these cases was not too low. it was stated that  the stores in question 
had badly deteriorated by long use. 

374. As regards the steps since taken to draw up a suitable pro- 
cedure for survey, segregation and disposal of unserviceable stores, 
it was stated that a detailed manual was a? present under prepra-  
tion. Pending its finalisation, instructions had been issued by the 
Department that obsolete and unserviceable stores should be segre- 
gated and disposed of, whenever stock-verification took place. 

Unecono7nic purchase of a property-Para. 35 (E) -Pages 35-36 

375. On 20th March 1957, the Department purchase& with the  
approval of the Government certain propertv at Calcutta for  Rs 1 
l a b  to be used as store godowns and garages. No survey about 
the condition and suitabihty of the building for  the purposes was 
got conducted by the CPWD before its purchase. On 27th March, 
1957, the CPWD reported that the general condition of the building 
was not at  all satisfactory and that it could be used only as servants' 
quarters and garages. An expenditure of Rs. 15,000 had been in- 
curred on general repairs to the building The building has so far  
been used as residential quarters for Class IV staff and for garaging 
a small a m b e r  of cars. A portion of it, however, remained un- 
utilised (February, M l )  for want of proper repairs. 

376. In evidenc~, the representative of the Department of Mines 
and Fuel staM that on the 20th March, 1957, anly the purchase 
value was deposited by the CPWD on behalf of the Geological Survey 
with the Land Acquisition Collector, as required by the prescribed 
procedure. As, however, the Government could at any time with- 
draw from the transaction till the possession .of the property had 
been taken over (which had not been done .in t h e  present case), the 
purchase m 1 d  not be deemed to have taken place on the said date. 
The award regarding the property was given by the Land Acquisi- 
Man Collector later, after the CPWD's aweasment report had b q p  
~scleived and considered by the Department of Geological Smeg'. 



Aithough the CPWD's report stated that the ge~tral conditiun d 
tbe building was no1 satisfactory, and that a consfdcrobie csmoirnt 
would have to be spent on repairs, etc., to make it Uole, the De- 
partment felt that the propwty was worth purchasing at that price. 
The prlcc paid was RY. 1 lakh against Bs. 1,35,700 assessed by the 
CPWI) as v d u u  of the property. As per formal valuation by the 
Land Acquis~t~on Collector, the property was worth Rs. 1,33,481. 

377. A:; regards repam, etc. the witness stated that in all Rs. 131113 
hab so iar been spent by the Lkpartrnent in making the buildmg 
usablc. Of thls H:;. 3,153 had been spent on replacement of sanitary 
~~~stal lat ions,  Hs. 4,928 on 1-lcctrlcal ~nstallations and only about 
Iis. 5,000 on repaws proper. Some further repairs to the building 
were ~ J I W ~ U S C ~  t c  carrwd out. 

372. As Jui t h u  yumtlon whvthcr the purchase could be consider- 
4 an  economtc one, hc stated that  the building had 56 quarters and 
I'i &N;iRes. Of thusc, 36 quartcrs and nine garages were already 
In use. Tht. ;tnnuaI return of thc capital invested In the building 
(including l.epillls. etc.) bv wily o f  savmg In rent and home rent 
;illnwuncc~ c;irr,lb t o  ,tl)crui a per writ Thcre would be a further in- 
crease In thv ?riving, after the rcmarnlng quarters and garages were 
;dm 1:tllised In reply to  n qtiestmn. i t  was statad that the building 
J-lnd been prrrchnseci to bt. uwd not only fox godowns and garages, 
I;ut also for qui:rtfm lor t lnss IV staff. 

NATIONAL COAL DEVELOPMENT CORPORATION 
&.t.tra e.~pe?ld?tztre 071 nccowt of delay Z H  acceptance of tenders- 

Para 66-Pages 65-66- 
379. In Fcbruiwy, 1957, tcnders were opened for the construction 

c! an offlire and 52 rcsidrntiid quarttars required for a colliery under 
development in Madhyn Pradesh. The estimate for the work was 
Ra. 3,51,180 while the lowcst tenderer quoted Rs. 5,19,W for the 
work. Thc rates oftcred by the lowest tenderer were under negoti- 
nticm with him for about 4 months by which time he increased his 
rates by 12 per cent. on account of general rise in the prices of 
m.:ierial and wages sf labour. The contract was given to him on 
28th August, 1Y57 at  the increased rates without calling for fres$ 
tenders. The delay in the acceptance of the tender resulted in a p  
e x h  payment of Rs. 63,054 by the Corporation. 

, 380. The representative of the Corporation admitted that due to 
M a y  in taking a decisian in awarding the work to the lowest tender- 
er, increased rates had to be paid, but stated in extenuation that as 
th+ rates quoted in the lowest tender were higher than the Corpora- 
tion's estimates and the Corporation did not have sufl8cim 
knowledge of the local rates for labour and material, references 



were made to the State PWD and the State Electricity Board. The 
reply received from the Statti PWD showed that the rates offered 
by the lowest tenderer were favourable. To ensure further that the 
rates quoted were not excessive, an attempt was made to ascertain 
rates paid for a similar construction work at Karagalli in Bihar. 
All this took about four months. In the meantime, the Labour 
Appellate Tribunal gave their award which raised the wage payable 
to the colliery labour. Although the award did riot apply to build- 
ing labour, the contractor pleaded that this had effected the wage 
of building labour also and raised his quotation by 12 per cent. The 
C o r p  .r tinn felt that it was rlot advisable to invite fresh tenders for 
two considc~:..'ions. Firstly on account of the expected rise in the 
wage level, thcrc* did not appear to be any prospect of lower quota- 
ions being received 111 response to fresh tenders. Secondly a further 
delay of two to three months in the conclusion of the contract would 
have resulted in one working season being lost, thus adversely 
affecting the production targets of the colliery in the Second Plan. 
It was therefore decided to accept the lowest tender at enhanced 
rates. Asked as to  what was the percentage of increase in the 
average wage of the building labour during the period February- 
August, 1957, the witness promised to furnish the requisite informa- 
tion later. 

BUDGETING AND CONTROL OVER EXPENDITURE 
Appropriation Accounts (Civil) 1,959-60 Vol. XVI 

Grant No. 82-Geological Survey, Pages 3-4- 
381. During the year under review, as against the final grant of 

Rs. 2,21,05,000 under the above head, the actual expenditure amount- 
ed to Hs. 1,25,21,293, resulting in a saving of Rs. 95,83,707. The entire 
savin,? was under Grouphead A-Directorate-Establishment 
charges, pay and allowances ,of officers, etc. There was a similar 
saving under this Group-head during the preceding year also. 

382. In evidence, the Joint Secretary, Department of Mines and 
Fuel stated that the original provision was made on the basis of the 
number of posts of geologists, etc. expected to be filled up during 
the course of the financial year. As, however, the expectation did 
not',materialise, the funds provided therefor remained unutilised. 
Asked whether the Department could not have prepared their esti- 
mates more accurately in the light of their experience during the 
preceding years, the witness stated that under the existing procedure, 
accurate2budgeting in cases of the present type was somewhat difR- 
cult. He stated in this connection that no action torfill any post 
could be initiated unless prior sanction thereto has been obtained, 
and' provision therefore made in the budget. As,it was not always 



to BIl the sanctioned poebP ar, envisaged, savingti wese a 
consequence. The Secrefary of the Department waa of the 
that & existing procedure in the matter of sel&h of 

posfs visa-vir provision thereof in the budget needed examination. 

383. The Committee then a d j m e d  tilt 14.00 hours on Friday, 
the 1st September, 1981. 



Preccedings of the 24th Sittiag of the Public Accounts Committee 
held on Pridrp, the 1st September, 1961 
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Ministry of Finance (Department of Economic Affoirs) 

Shri A. R. Shirnli, Additional Budget Ofleer. 

MINISTRY OF FOOD AND AGRICULTURE 
(Department o f  Agriculture) 

Audit Report (Civil), 1961-Part I 

.Nor&-ejaforceri~ent of the ternu of an agreement-Para 20, pp. 21-22. 
s . 

385. T l l ~  North Andaman Agreement of Licence entered into 
with a firm in August, 1951 for extracting timber in the forests of 
Andamans and Nicobar provided inter alia the setting up of certain 
factories by the licensee firm for which Government were to render 
dl reasonable assistmce. The firm failed to erect the requisite fac- 
tories within the stipulated period of 48 months which expired on 
31st August, 1955. -4 notice was served on the firm on the 5th May, 
1956 to show cause why the penalty provisions in the agreement 
should not be enforced. On a representa'tion of the firm, the Min- 
istry of Law advised on 20th Novanber, 1956 that Government should 
formally allot the land and excute a lease deed, otherwise the time 
for erection of the factories should be extended. Extension was 
accordingly given for 16 months from the date on which the firm was 
given formal possessian of the land, The finn dtd not, however, 
take any effective steps for the erection ob the factories and were 
again served on 8th May, 1959'with a notice of cancellation of 
agreement. The firm again took the plea that the absence of a 
sound title to the land was the cause of delay. The Ministry of Law 



ahw, ruled that as Government had failed to make the allotment of 
-tilPe lond under a letter of allotment formally executed oar behalf of 
Zhe Reaideat, the period of extension of 16 months had not begun 
torun 

386. The Secretary of the Ministry admitted that from 1951 to 
1855, Government neither took any steps to execute the lease deed 
for handing over the land to the finn nor did they ascertain the 
pxogress in the erection of factories. When the firm asked for 
Licence to import building materials, machinery, plant, etc. it was 
realised that there had been a failure on Government's side to get a 
formal lease deed executed. He wplained that the Deputy Com- 
missicmer of Andamam had allowed the firm to take physical pos- 
d o n  of the land and had also issued a letter of allotment there- 
f a r .  The firm was paying rent for the land. The local administra- 
tion had, therefore, taken the view that the provisions of the agree- 
ment had been complied with by Government. This view was re- 
jected by the Ministry of Law who advised in November, 19M that 
Government should formally allot the land to the firm and execute 
a lease deed. A lease deed was accordingly drafted and the draft 
was sent to the firm in 1957. But the firm raised some objections 
and produced a counter-draft after a year. Audit pointed out that 
according to the Law Ministry the draft deed sent on behalf of 
Government was a h  defective as it was not in the name of the 
Frddent.  Nothing further happened till 18th May, 1959, when the 
firm were again served with a notice of cancellation of agmment. 
Asked whether the lease deed had since been executed, the witness 
repilied in the negative. He added that the Arm had since sought 
arbitration as they disputed the basis for the calculation of royalty. 
Asked whether there were heavy dues outstanding against the flnn, 
the witness stated that royalty on timber extracted by the finn was 
being collected in advance at the rate of Rs. 50 per ton Howwer, 
a s  the firm had been unable to extract the guaranteed quantity of 
75,000 tons of timber annually, a s u m  of Rs. 2.4 crores was due from 
the firm on the shortfalls as per the terms d the contract. 

387. Recalling the earlier statements of the Ministry that there 
'hkd been a number of breaches of agreement by the firm and that 
&;?'question of terminating the aseement was under the consider- 

"ation of Government [d. Para 92 of the 34th Report of PAC (2nd 
Lok Sabha) 1, the Committee enqubed about the latest position. 
The witness stated that as the arbitration pmceedhgs were going 
on, it was not possible to termhate the agreement. The Legal 
Adviser explained that as the provisions of the agreement in regard 

*,to the calculation of royalty were complicated and the licensee wm 



amb&hg the basis of c h v e m m d s  crilculrtions, it was audtk- 
ed advisable to await the arbitratom' maad before td&q a W- 
oSCM in the matter. Asked whether the opinion of the Atimlmy 
General had been taken before dedding on this line of actioa, tie 
witness replied in the negative. 

Unproductive expenditure on timber sedsolsing plant, pcrra JM, 
p&ge 24 

388. A timber seasoning plan& with a capacity of 850 tvns per 
annum was jmtakd in the Andamans at a co& of about Re. 2.09 
loMrs. The plant commenced working in January, 1957 but aos 
closed down in September, 1957 due to accumulation of stock ef 
mamned timber. It was, however, restarted in May, 1959. Out of 
the total quantity of 522 tons 40.75 cft. of the timber prcmaad till 
the end of March, 1960, 344 tons 44.21 cft. valued at Rs. 1,12,000 were 
awaiting disposal (March, 1960). 

389. The representative of the Ministry explained that the plant 
was installed at the instame of the local P.W.D. who placed their 
monthly requirements of seasoned timber at 200 tans. Guvesn- 
ment agreed to instal a plant of the capacity of only 850 tons an- 
nually. The plant was working regularly, but the &-take by fhe 
P. W. D. was not as  much as the quantity imocesd at the plarit. 
The production from 1st April, 1960 to 30th June, 1980 was 259 tam 
and only 45 tons of timber remained undiilposed d till date. Due 'to 
tramport difllculty, the timber d d  not be brolught to the main- 
land. A firm had, homer, been provided with foreign emhuge 
to buy a ship for transporting the timber from Andamans to the 
mainland. I 

Appropriation Accomnts (Civil), 1059-80, Vet WI 

Grant No. 121--Other Capital outlay of the bfinisltrrg of Food d 
A*- 

Central Trmtur Organisation, Note 28, page 138 

390. The pldosma accounts af the C.T.O. for the year l95&@ 
had not been included in the Aqpydatlon Atmuate. The mplpdcz- 
ing records and documents had not been produced to A W t  
by the Department. 



Jite af 10,000 woaldng how far a tractar, most of the traatons hod 
prt in wer 12,000 bnurs each In reply to another question, thsp 
wme infarmed that as against an investment of Bbwt Ra 16 cmms 
aa. tractars about Rs. 15 cram had been reallsed out of their work- 
-, and machinery worth about a c~ore had been sent for dispoeal. 

Grant Na 38-Agriculture 
Losses, writes ofJ, etc., Note 9, Page 28 

392. In the Central Mechaaised Fann, Nandpur out of 1613 tons 
of wheat bhoosa 00Llected during MarchJuly, 1958 a quantity of 
1318 tons valued at Rs. 14,7W was damaged by rains. 
'393. The representative of the Ministry explained that normally 

bhooa was ploughed back as manure to the Government farm in 
tbe ama, In the year under reference the farm was tram€& to 
J. & K. Government who, however, did not require the bhoosa. The 
Army authorities also could not lift the same because of heavy rains 

Appropriation ~ c k t s  (Civil), 1959-60, Vol. I 

Grant No. 118-Loans and Advances by the Central Govt. 
.&ant of Jmns at messionul  rates of interest, N d e  3, pages 168- 

169 
394. During 1959-60, 21 loans amounting to Rs. 12,25,69,950 were 

granted by the Ministry of Food and Agriculture to various State 
Governments. The interest t h e m  was chargeable fm 15 months 
while the amount was retainable fw 18 months. This, according to 
A d i t  was in contravention of Government orders and amounted to 
-t oi interest h e  loans for period of 3 months involving inter- 
est charges of Rs. 9,57,578 for that period. i 

395. The Cammitk enquired about the reasons fo r  the grant of 
conceslsion in cmtravmtion of Government's decision. The 

wWaess stated that the loans were granted far the purchase of fer- 
tWew and grow more £ood schemes with the approval of the Min- 
iasy a€ Finance. When it was podnted out that such a concession 
amounted to a grant of subsidy, it had been withdrawn. Hencefcwrttk 
Wterest would be charged for the entire period of loan. 

MINESTBY OF COMMEUCE AND INDUS!l'BY 
Andit Report (Civil), 1961-Part I 

InfTZLCtuous expenditure, para 14, pages 16-17 
386. In this case the dRaiaioa3 to chaage the locatdon of a Tea 

Catre an 2nd Apil, 1959 hurm Melbourne, where accomimdatisn 



22)8 

had been hired with effect fmm Ist -, 1SS7, to @QPrg 
d t e d  in an infnactuous erpeasdMure of Ra. 16,MD an rent 501. thar 

building at Malbourne which was never used. In May, 1m 
Government had approved the appointment of an Austrsli.n na- 
tional to hold charge of the Centre. But he declhed to acoept the 
offer on 26th May, 1958. On 5th September, 1958 it was decided to 
appoint an Indian Nationdl to the post. 

391. The Secmtary of the Ministry stated in extenuation that 
C;ovemm.ent started leaking h r  accommodation only &er the 
negotiation had been undertaken with the foreigner for appoint- 
ment. Coltcsequently there was no lack of planning at that stage. 
But unfortunately the foreigner declined the appointment at the 
last minute and thus the hired accommodation at Melbournie re- 
mained unused. As regards change in the location of the Centre he 
observed that at the instance of a visiting Minister to Australia, 
who had contacted the local traders, the Centre was shifted to 
Sydney. .The Committee desired to be furnished with a note stat- 
ing (a) whether the Indian Trade Commissioner in Australia had 
been consulted about the location of the Tea Centre first at Mel- 
bourne and subsequently at Sydney and if so, what was his advice 
in the matter, (b) the date of his joining the post in Australia, and 
(c) the advantage gained as a result of change in the location of 
the Centre. 

KHADI AND VILLAGE INDUSTRIES COMMISSION 

1weguZariti.e~ in disbursement of grants/loans to a private institutioq, 
Para 10, Pages 13-14. 

398. Without ascertaining the capacity of a new institution to im- 
plement the approved schemes, the erstwhile Khadi Board &- 
during December, 1954 to April, 1955 granh and loans aggregat- 
Rs. 52,162 and Rs. 55,063 respectively subject to certain conditifmss. 
The institution which had no funds of its own expressed its imMity 
in May, 1955 to implement some of the approved schmes. At the 
instance of the Board, the institution paid grants and loans to the 
extent of Rs. 21,475 and Rs. 23,465 respectively to another institution. 
In July, 1955 the auditors of the institution pointed out its ustitis- 
factory financial position. In October, 1955 the Ehrd also nmiveet 
an adverse report from a responsible person against the state d 
affairs in the institution But the Board disbursed further &rants an& 
loans amounting to Rs. 6,000 (Rs. 3,000 each) to the institution iOa 
March, 1956. * I t -  



XI0 
Sgl). Due to heavy losses, the kt i tut ion was c l o d  down on 5th 

September 1957, when the entire amount of loan vix. Rs. 34,598 and a 
grant of Rs. 2460 (spent on unauthorised objects out of the balance 
grant of Rs. 33,687) was still recoverable from the institution. At the . 
instance of the Khadi and Village Industries Commission (which had 
succeeded the Board from 1st April, 1957) another institution todc 
over the assets of the defunct institution (including buildings and 
other capital assets created by it at a cost of Rs. 28,852 out of grants 
received from the Board) at n pric: of Rs. 18,438 to be treated as loan 
repayable by the institution. The Commission had thus suffered a 
loss of Rs. 45,012. 

400. The Committee enquired about the basis far giving grants am€ 
loans totalling Rs. 1.07 lakhs to the institution within a period of 5 
months. The Chaiman of the Khadi Commission admitted that the 
new institution had only nominal resources of its own. Financial 
assistance was given to it as it had offered to undertake a part of the 
programme of the Khadi Board. The regional organisers of the 
Board had made preliminary enquiries about the institution. Asked 
why further grants and loans of Rs. 6,000 were given to the institu- 
tion despite adverse comments on its working, the witnkss explained 
that the institution had planned the setting up of flying centres fur 
which various preliminaries had been completed. The amount was 
released at the instance of the Member Secretary of the Commission 
who atfter visiting the place had recommended that a part of the wrrrZr 
having been completed by the institution, it was desirable to release 
the funds in order that the grantsfloans earlier given might not pfove 
infructuws due to the work remaining incomplete. The witness also 
informed the Committee that according to the latest reports of the 
Commission's representative and the Director of Industries. U.P., the 
flying centres were functioning well. It was also stated that several 
small scale cottage and village industries were started with a small 
capital by groups of artisans forming themselves into Co-operative 
Societies. In the initial stages it was dimcult to see whether the 
persons who approached the Commission were really creditworthy. 
I t  had, therefore, been decided that such work in future should be 
entrusted to the State Boards who could ensure local contacts. 

401. The Committee enquired whether the recommendations of 
the Village Industries Evaluation Committee that release of funds to 
v w  institutions should be spread out in acoorciance with their 
actual rcequirements, were ?being followed by the Commission. The 
wiw replied in the afihnative. Asked how tfre Commission en-, 
surd proper utilisation of-grants the yitneas stated that the audit 
st@ attached to each zonal ofl&ce of the Comrmission now kept a 
wat& in t& regard. The daff far the i m ~ ~ ~ t i m  of the institutfd 



bad slso been streagthened But the bulk a# C m %  wokk in 
tbe ilbkld of village hdustriar, was doae thfoagh the Strte Bmrds. 
lbbmms were being devieed in consultation with the Finamid 
A M m  for prompt audit of these institutions periodically. 

Purchase of K h d i  for Governrnent requirements, para: 11 (A), pp. 
34-15 

402. Pursuant to arrangements approved by Government in 
October, 1953 orders covering all Government mquirements of Khadi 
were placed by the D.G.S. & D. on the Khadi and Village Industries 
Commission at prices quoted by the latter (without independent veri- 
fittation as to their reasonableness or resorting to the n o d  system 
of purohase by open tenders). The Commission in turn allocated the 
demslld amongst the certified Khadi Institutions and paid them at 
r a h  fixed by it. The Commission had agreed that the scheme would 
run on 'no profit, no loss' basis and that any profit accming there- 
under would be passed on to Gowmment consignees through the 
D.G.S. & D. In respect of q p l i e s  made during 1954-69, the Corn- 
raiseion'made a profit of about Rs. 21 lakhs (after meding their over- 
head charges). Out 01 this, an amount of RE. 2'78 lakhs only had been 
p d  on to the D.G.S. & D. 

403. The witne~s explained that purchase of K h d i  by the D.G.S. & 
D. lor Government requirements was part of the programme for en- 
couragement d Khadi industry and it was a transaction betwea two 
departments of the Central Gwemment unlike any other commer- 
cial~ purchase made by the D.G.S. & D. Therefore, certain special 
arr(l0sgements had bccn made with the Ccnnmission who alone could 
supply genuine Khadi. Khadi was sold by the certifi-ed institutions 
andl its entire production and price were regulated by the Cam- 
miaaia. 

404. The Committee were irxfmmed by Audit that in January, 
1962, the Ministry of Ccnnmerce and Industry had stated that the Cost 
Aoccrunts Branch of the Ministry of finance had already examined 
the question of fixation of prices by the Certification Committee of 
the Khadi Commission and uf the apparticvnment of trade discount 
&?tween the Commission/D.G.S. & D./Govemment and that the Cost 
h a u n t s  Officer's report arnd the Commission's comments thereon, 
were under cikmssiun between the Minisinistries of Commerce and In- 
dustry, Finance and W.H. & S. The Committee enquired whether 
Gmrernment had come to a decirpicm a b t  the apportionment of the 
trade discount. The Secretaq of the Wmistry replied in the negative. 
B e  stated that it could be q e d  that the profit an the salts to 



CD.G.S. & D. need not be isolmted from the C~mmission's other trading 
.activities and tha: the overall working results over a period of years 
..of all the trading schemes should be taken into account. If that was 
done, the Commission would be justified in saying that the scheme 
was xuming on 'no profit, no loss basis'. But if it was the considered 

,view of the Finance Ministry that the transaction between the D.G.S. 
.I& D. and the Commission should be isolated and profits thereon 
divided between them it would be accepted provided the Khadi Com- 
mission was allowed servicing charges and interest on its locked up 
eapi td .  The Chainnan of the Khadi Commission added that total 
profit of Rs. 21 lakhs indicated by Audit did not take into account 

,certain indirect charges. All that had been taken into account was 
- t he  salary of the people engaged in the godowns, rent of godowns, 
transport charges, etc. 

-Reduction in the wholesale trade discount received by the Com- 
mission, Para 11 (B),  Page 15 

405. In respect of the period prior to ,lst October, 1958, the Com- 
mission had obtained a reduced trade disccount of 64 per cent. only 
from the selling institutions although under its Certification Rules i t  
was entitled to receive wholesale trade discount @ 9 3/8 pbr cent. 

'The  additionail benefit which had thus been granted to the Institu- 
tion was estimated at about Rs. 10 lakhs. 

406. The Committee enquired whether formal sanction of the com- 
petent authority for recovering the trade discount at reduced rate 
was obtained. The witness stated that such discounts were fixed by 
the Certification Committee which was independent of the Commis- 
sion. The Certification Committee examined the position from the 
point of view of the cost structure, the rejections, substandard varie- 
ties, the changes in the price of cotton etc. and determined the rate of 
.discount accordingly. He added that the institutions had already 
been paying the discount at the reduced rate and it was not corwider- 
ed desirable to ask them to pay at a higher rate. The Committee en- 
quired whether Certification Rules of the Commission had been ap- 
proved by Government. The witness replied in the negative. 

Dverpayment of sale-subsidy to the various institutions, Para 11 (C), 
Pages 15-16 

407. The Khadi Commission treated Khadi purchases for supply 
to Government indentors as 'wholesale' for earning wholesale trade 
discount ancl for the purpose of payment of rebate to the consumers. 
But the sales were treated as 'retail' for the purposes of sale subsidy. 
The institutions were thus paid sale subsidy @ 3 nP. per rupee in 



-. em&avention of Government orders and total over-payment up* 2 
,..&SQ+O came to about Rs. 14 lakhs. 

* ', Mt@. The witness stated that Audit had calculated the over-pay- 
?anent of Rs. 14 lakhs on the basis of goods supplied, but the actuat 
-.over-payment was less. An moun t  of Rs. 8,27,000 had been re- 
-covered from some of the institutions. The rest of the cases were 
&hg reviewed and steps would be taken to recover the overpayment. 
~rre~ular i t i es  in the disbursement of grants and loam, para 12, page 16 

409. The Khadi Board disbursed in 1956, grants of Rs. 10,500 and 
lorn (partly interest-bearing Rs. 7.720 and partly interest-free. 
Rs. 5,500) of Rs. 13,220 to a private institution subject to certain con- 
~ o n o .  The institution did not comply with the prescribed condit- 
ions. In July, 1958, the internal auditors of the Khadi Commission 
reported adversely on its working. But no effective steps were taken 
by the Commission to ensure the safety of the funds entrtlsted to the 
institution, till October, 1959 when the State Registrar of Co- 
operative Societies was requested to enquire into the matter. As a 
sssult of investigations the institution was brought into liquidation. 
:A  claim for the recovery of Rs. 23,720 together with interest thereon, 
had been lodged with the liquidator in August, 1960 and recovery 
was awaited (March, 1961). 

410. The witness explained that the institution concerned mas an 
industrial,workers' co-operative society which had failed to function 
satjsfactorily. An agreement was executed by the Society with the 
Commission, but like other such societies, it had poor resources. As 
soon as defects in its working came to the notice of the Commission, 
the State Ce-operative Department was asked to enquire into i ts  
affairs. Aation against the institution could not be taken immediately 
8s an elaborate procedure had to be gone through by the Co-opera- 
tive Department before it could recommend winding up of the insti- 
k&n.  As regards recovery of dues, the Committee were informed 
that.Rs. 4,372 had been recovered and more was expected to be re- 
covqed. About the steps taken to guard against recurrence of such 
1&es in future, the witness stated that the Commission had arranged 
with State Governments for appointment of special Deputy Regis- 
tr& of Co-operative Societies to keep in touch with the affairs of the- 
Co-operative Societies in various districts. He assurcd the Committee 
that such societies were being inspected regularly. 
&&ular payment of subsidy, Para 13. Page 16 

411. The investigations conducted by the Commission reveal& 
twit an amount of Rs. 6-21 lakhs had irregularly been paid to various. 
iPsDitPrtions. 



412. The Committee were informed that a sum of Rs. 4-6 lakhs had 
already been recovered from the various institutions. Some of them 
had a h  hrfeited their certificates. 
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Grant No. &--Industries 
Loss of  a cheque, Note 4, Page 19. 

413. A Cheque for Rs. 80,000 drawn on 13th November, 1959 on 
the State Bank of India, Bombay by the Khadi Commission was stolen 
and encashed by some unauthorised person. Two clerks of the Com- 
mission were arrested and Rs. 74,700 recovered. The Clerks had 
since been convicted. 

414. The Committee were informed by the witness that the accmed 
had preferred an appeal and the amount of Rs. 74,700 was conse- 
quently still with the police authorities. 

HEAVY ELECTRICALS LIMITED 
Audit Report (Civil), 1961-Part I 

Avoidable expenditwe i i t  the purchase of ;Piglead, Para 60 (i), Pages 
55-56 

415. In September, 1958, the Company invited tenders for the pur- 
chase of 65 tons of Piglead to be opened on 1st October, 2958. Four- 
teen tenders were received and the lowest and the second lowest 
tendeqers who quoted Rs. 65 per cwt. and Rs. 67.37 per cwt. kept their 
offers open only upto 4th nnd 3rd October, 1958, respectively on ac- 
count of uncertainty of the market due to certain restrictions imposed 
on the import of the material. The Company, however, decided to 
place the orders on the lowest tenderer only on the 27th October, 
1958 who at that stage declined to supply the material at the tendcred 
rates as the period af validity of their offer had expired. The 
other tenderers also showed their inability to supply the materials 
ex-stock. The Company issued orders on 21st May, 1959, for import 
of Piglead at  Rs. 65 per cwt. Meanwhile, to meet urgent reyuire- 
ments, two orders for 22 tons each at Rs. 87 per cwt. ex-stock were 
placed on 14th January, 1959 and 11th February, 1959 respectively 
on the firm which was the lowest tenderer. The delay in the finalis- 
ation of the contract thus resulted in an extra expenditure of 
Rs. 19,360. 

416. Chairman of the company explained that when tenders were 
opened on 1st October, 1958, it came to notice through one of the 
tenderers that the use of lead yarn instead of piglead would result in 



~avings of 40 per cent. in costs. 'A reference was aoc;aniingly mode 
to the Sanitary Organisation of Madhya Pradesh Government to find 
out the feasibility of the suggestion. According to them lead yarn 
could be used for repair work but not on new set of pipes. It was, 
therefore, not possible to place order on the lowest tenderer upto the 
4th October, 1958. 

Excess expenditure on the construction of Service Tunnel, Para 
60 (ii), Pages 56-57 

417. A sum of Rs. 11,36,100 was sanctioned by Government on 22nd 
Augwt, 1958 for construction of 7,080 rft. of a Service Tunnel out of 
which 5,000 rft. was rcquired to be completed in the first phase. The 
work was awarded to the lowest tenderer in September, 1958 on 'item 
rate' basis. Subsequently, it was decided to accelerate the progress 
of work and complete the remaining 2,080 rft. also within the first 
phase. Fresh tenders were invited on 24th February, 1959 for this 
work. Three tenders were received on 9th March, 1959 at 74.4 per 
cent., 81 -42 per cent. and 83.2 per cent. respectively above the Bhopal 
Schedule of Rates, 1955. None of these was, however, accepted. 
Negotiations were carried on with two other contractors. But this 
was done on the basis of the highest rate of 83.2 per cent. above the 
Bhopal Schedule of Rates, 1955 instead of the lowest percentage of 
74-4 per cent. Ultimately the work was allotted to the ather two 
contractors only but at the higher rate. Contracts were accordingly 
concluded with them in March, 1959. The total quantity of work 
awarded was also increased by withdrawing 3,000 rft. from the exisi- 
ing ccntractor in view of his poor progress of work. The extra expen- 
diture involved in respect of 5,080 rft. amounted to Rs. 51,030 appro- 
ximately. 

418. The witness explanned that 7,080 rft. of tunnel had to be con- 
structed by the 31st July, 1959. The progress of the contractor who 
had already got construction of 5,000 rft. in hand was very slow. 
Consequently fresh tenders had to be invited. One of the two Iower 
tenderers was the existing contractor. The other had already got 
4 or 5 other works of the Company in hand and his progress had also 
been unsakisfactory. The third party was also unsuitable as it ofTered 
to complete the work in 8 months only. In the course of negotia- 
tions, this firm undertook to complete the work in 4+ months provided 
the tendered rate was enhanced, and some other party entrusted 
with rock-cutting part of the work. Consequently, the work was 
entrusted to a fourth contractor who had been working with the 
Company satisfactorily and was dm prepared to undertake the work 
at rates quoted by the highest tenderer. 



419. The Committee enquired about the reasons for not penalf, 
ing the Arst  contractor for slow progress of work. The witness ex- 
plained that while that contractor was still engaged in the work and 
his completion date, vir., 31st July, 1959 had not expired, a portion 
of his work was withdrawn and entrusted to a new .contractor. It 
was, therefore, doubtful whether any penalty could at all be imposed 
on him. If, however, legal opinion favoured such an imposition, 
action would be taken accordingly. 

Emess payment to consultants, Para 60 (iii) , Pages 57-58 

420. The agreement with the Consultant firm, Associated Electrical 
Industries Limited, entered into by Government in November, 1955 
inter alia provided for payment to them by instalm~nts, of a sum of 
S400,000 las remuneration for their services. This was a fixed and 
all inclusive amount, which took into account the remuneration pay- 
able to subsidiary firms whose collaboration was, as provided in the 
agreement, to be secured by the consultants for the manufacture of 
static capacitors and hydraulic turbines. 

421. The Consultants entered into an agreement with another 
foreign firm on 15th January, 1959 regarding the manufacture of 
static capacitors. Under this agreement the Consultants were to pay 
or reimburse the Subsidiary Consultants inter alia 26,000 in four 
instalments of 21,500 each, the fixst instalment being payable within 
six months of the receipt of the detailed project report. The sub- 
sidiary agreement, however, provided that all payments under the 
agreement shall be made by the Consultants to the Subsidiary Con- 
sultants as and when the corresponding payment shall be received 
from the Government or the Company by the Consultants, and the 
Consultants shall receive the payment as agent for the Subsidiary 
Consultants. The terms of the subsidiary agreement were approved 
and accepted by the Company and the Government of India on 15th 
January, 1959 although they were not a party to it. 

422. In pursuamce of the subsidiary agreement, the Consultants 
demanded from the Company the payment of the first instalment of 
£1,500 to the Subsidiary Consultants and the amount was paid by 
the Company. Subsequently, however, the Ministry in a letter dated 
the 21st March, 1959 to the Company questioned the claim of the Con- 
sultants for the reimbursement of the payment made under the sub- 
sidiary agreement and stated that the intention of this clause was to 
ensure that no tax liability fell on the Consultants for the pavments 
$0 be made by them to the Subsidiary Consultants. The Ministry 
also pointed out thart the Consultants had categorically stated in their 
letter dated 19th June, 1955 to the Enquiry Committee, Heavy Elec- 



trical Equipment Project that the lumpsum payment of E400,000 
would not be increased on arccount of their having to secure collaboo- 
atim from the Subsidiary Consultants. The Consultants refused to 
accept the contention of the Ministry on the plea that the subsidiary 
agreement, which was finalised on 15th January, 1959 with the a p  
proval and acceptance of the Company and the Government supersed- 
ed the terms of their letter dated 19th June, 1955. 

423. The Secretary of the Ministry stated that the letter dated the 
19th June, 1955, pertained to the earlier stage of negotiations with the 
A.E.I. whereas the agreement was concluded in November, 1955 whiah 
provided inter-alia that if the Consultants entered with some arrange 
ment with other Specialists in the field, Government's approval should 
be obtarined thereto. Additional payments consequent on the ar- 
rangement referred to, though not specifically provided for in the 
agreement, could not be ruled out. The intention of the agreement 
was known to the Government negotiators who were also present 
when the Subsidiary agreement was being discussed. 

424. Audit cited the opinion of the Law Ministry obtained in this 
connection in 1956, that any arrangement between the A.E.I. and 
other Specidists was a matter between them only and that "any 
royalty or remuneration payable to Messrs B.I.C.C. Ltd. for the per- 
mission or authorisation shall be paid by Messrs A.E.I. when Messrs 
A.E.I. pass on the designs, drawings, manufacturing methods and 
technique to the Government of India, then the payment will be 
governed by the agreement already recorded". The Committee en- 
quired how in the face of this opinion, the subsidiary agreement was 
approved in 1959. The witness stated that the intention of the ne- 
gotiators could be clearly seen from the following which appeared in 
a letter dated 5th April, 1956 addressed by the late Production Min- 
istry to Mews A.E.I.: 

"Subject to the spproval of your Agreement with Messrs 
English Electric Co., the Government of India under- 
took to reimburse you for all payments to the English 
Electric Co. (U.K.) for which you may be liable under 
it." 

He added, that the Ministry of Law had also confirmed the view on 
the 22nd April, 1960 that additional payment was to be made by 
Government. 
Purchase oj ultrasonoscope, Para 60 (iv), Page 58 

425. An ultrasonoiscope required for testing the welding work 
during the construction of the Training School Workshop was obtain- 
ed by air from a foreign firm in May, 1958, at  a total cost of Rs. 22,701 



dndusive of the air freight of RS. 733 (out of which a refund :of 
Rs. 1581 was awaited from the customs authorities). The instrument 
was not used till March, 1959. In April, 1959, it was given to . the 
Engineers of the Company for testing the completed welding in 'the 
Training School but the Engineers were unable to operate the instru: 
ment and it was lying unused. 

426. The witness explained that in 1957 the Company had not gof 
civil engineering organisation of their own. Therefore, construction ,, 
of the Technical Training School was entrusted to the C.P.W.D. Their -' 
Additional Chief Engineer askeu for the purchme of the instrument* 
which was one of the items provided by the ccmsultants in the 
project report. But unfortunately l+k instrument was received with- 
out some accessories which reached Argentina by mistake and these 
were obtained subsequently. Meanwhile, some time had elaped and 
the instrument remained unused. He, however, assured the Com- 
mittee that the instrument would be put to use for testing the work. 

MINISTRY OF COMMERCE AND INDUSTRY 

Audit Report (Civil), 1961-Part I 

Loss in the publication of a week ly  bulletin, Para 15, Page 17 

427. On the recommendations of an Enquiry Committee G~vern-  
ment decided on 23rd June, 1952, to consolidate weekly lists of im- : 
port licences in the form of printed booklet for use of b~sinessrnew,~ 
on payment. The first bulletin was issued in September, 1952, Half- -" 

yearly subscription was fixed at Rs. 75. It wais raised to Rs. 115 in , 
January, 1954 and again to Rs. 180 in January, 1957. The supply of 
complimentary copies was also reduced from 291 to 222. Inspite of 
this there was a loss of Rs. 5.77 lakhs upto 31st March, 1960 on its 
working adthough it was intended to run on 'no ?refit, no loss' basis. 

428. The Secretary of the Ministry informed the Committee that,, 
the number of complimentary copies had further been curtailed and 
the  bulletin had ceased to run on loss. He urged that to assess profit, 
o r  loss on the bulletin it was necessary to take into consideration in- 
come that accrued from licence fees and the expenditure that was , 

incurred on establishment charges in the office of the Chief Controller , 
of Imports and Exports. Besides, the publication was very uspf~l  tp 
various Government Departments especially the Department of In- 
come Tax. Notwithstanding that there had been a profit of Rs..la&dZ - 
and Rs. 17,614 on its publication during the years 1959-60 and 196(1-6.1c - 
respectively. 
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Delay and irregularities in connection with India's purt'icipatbn inr 
an International Fair, Para 8, Pages 11-12. 

429. India participated in an International Fair held at  Lljakarta, 
from 18th August to 18th September, 1955. The decision to hold the 
Fair had been brought to the notice of the Indian Embassy at .  
Djakarta on 1st November, 1954 by the Organisers, but it was only 
on 3rd May, 1955 that the Embassy forwarded their recommendations 
to the Ministry. The final plan and instructions were issued to the- 
Embassy in the beginning of July, 1955. The exhibits reached 
Djakarta on 19th August, 1955 and were cleared on 28th August, 
1955. The Indian pavilion was completed and opened only on 3rd 
September, 1955, 16 days after the commencement of the Fair. 

430. During the local audit of the accounts of the Embassy, in 
June, 1960 intor alia it was noticed that fcr the work of construction 
of the pavilion a higher quotation was accepted without recording, 
Teasons therefor. 

431. The witness explained that the decision to hold the Fair L? 
November, 1954 was only tentative. No firm decision was available 
even in April, 1955. Immediately before the date fixed for the ex- 
hibition, there was a heavy rain and the exhibition started on the 3rd 
September, 1955 with only three stalls including that of India. This 
information, however, could not be furnished to Audit as the Direc- 
tor of Exhibitions, who was in charge of the Exhibition, had gone to 
Djakarta. The Committee enquired about the reasons for not 
accepting the lower quotation for the construction of the 7avilion. 
The witness explained that the quotation that was actually accepted 
was inclusive* of the cost of making show cases, etc. and was on the 
whole a1 lower one. He added that figures given in the Audit para 
were not correct. The correct figures were subsequently furnished 
to Audit but by t h ~ t  time the Audit report had been printed. 

432. Asked about the disposal of the leftover materials, the wit- 
ness stated that as there was no chance of another exhibition being 
held in the neighbourhood, goods worth about Rs. 20,000 were sold 
out. Goods worth Rs. 15,000 were looted at Djakarta but the loss 
had been made good by the Indonesian Government. Asked about 
recovery for sales on credit, the Committee were inf~rrned that efforts 
were being made to recover the dues with the help of the Indonesian 
Government. 

*According to Audit the show cases, etc. were got prepared de- 
partmentally and the contractor did not include the expenditure an. 
show cases in his estimates for the work. 



Extra  expenditure in direct hiring of accommodation, Para 9,- 
Pages 12-13. 
433. The Development Commissioner, Small Scale Industries hired 

in April, 1956 directly a private accommodation at  New Delhi with 
effect from 2nd May, 1956 on a rental of Rs. 1,600 per mensem plus 
house tax @ 10 per cent and also the difference between the lease 
money payable for residential accommodation and oflice accommoda- 
tion. Having agreed to these conditions in a letter issued to the owner 
of the building, the Commissioner asked the Estate OfRce to enter into 
a formal agreement with the ldndlord on these terms. The latter 
referred the matter to the Ministry of Works, Housing and Supply 
who held that the action of the Deparment in making a direct deal 
was not correct under the prescribed procedure and that as the cons- 
truction of building had been completed on 11th June, 1956 it attract- 
ed the provisions of the Rent Control Act, 1952 requiring fixation of 
rent by the Rent Controller. The Law Ministry held that the 
Development Commissioner's letter to the owner did not create a 
legally binding contract as it had not been issued in the name of the 
President, as required under Article 299 of the Constitution, and that 
i t  had not been signed by an officer authorised under the Notifica- 
tions issued thereunder. As such, the provisions of the Rent Control 
Act could not be invoked. It was, therefore, suggested that the pre- 
mises should be vacated immediately and a rent per annum equal to 
73 per cent of the capital cost of construction (being the reasonable. 
rent sustainable in law) might be offered to the landlord for the 
period of occupancy and that in case the owner filed a suit, it should 
be defended. This advice was, however, not accepted by the Ministry 
of Works, Housing and Supply in consultation with Finance. 

434. The building was ultimately vacated on 31st October, 1957. 
and a total payment of Rs. 33,286 according to the terms originally 
agreed in April, 1956 (comprising rent Rs. 28,749, house tax Rs. 2,587 
and additional ground rent Rs. 1,950) was eventually made in Decem- 
ber, 1957, July, 1958 and March, 1960 for the period of actual occu- 
pancy. Assuming Rs. 813 per month as the reasonable rent (at the 
rate of 74 per cent of the capital cost of Rs. 1,30,000) an  extra ex- 
penditure of about Rs. 18,700 was caused to Government. 

435. The secretary of the Ministmy explained that although 
accommodation was to be arranged by the Estate Officer yet in view' 
of scarcity conditions quite often the user offices had to take initiative 
in finding out suitable accommodation. On an earlier occasion, the 
Development Commissioner had hired .two buildings in the same loca- 
lity. The rent of those buildings was considered reasonable by the 
Estate Officer and he entered into agreement with the landlords. In 



the present caae, the Estate Ofacer considered the rent as too high 
although in proportion to the cwered area, it was lower than that 
paid for the two houses earlier. The Development Commissioner had 
therefore no reason to believe that the rent of the building was high. 
He assured the Committee that there was no maZu fide in this case 
and the accommodation was needed urgently for the staff. 

436. The Committee were informed by Audit that while agreeing 
to the regularisation of the case, the Ministry of Finance suggested 
that a repitition of 'this kind of thing' shculd be avoided since that 
was the second case brought to their notice. The Secretary of the 
Ministry stated that present case was the first of its kind in his Mi- 
nistry. He agreed that the prescribed procedure should be complied 
with. But at times it involved delay due to excessive centralisation 
jn the Estate Office. He was of the view that the Ministries should 
themselves arrange for their accommodation within the prescribed 
scale of rent, but he considered that the ceiling of 74 per cent return 
that had been fixed for the rent of a building to  be hired was not 
workable. 

437. The Committee then adjourned to meet again at 15.00 hours 
011 Monday the 4th September, 1961. 



Proceedii  of the 25th Sitting of the Pablic Accounts Committee 
held on Monday, the 4th September, 1961 

438. The Committee sat from 15.00 to 17.50 hours. 

PRESENT 
Shri C. R. Pattabhi Raman-Chairman. 

2. Shri Rohan La1 Chaturvdi 
3. Shri R. S. Kiledar 
4. Shri G .  K. Manay 
5. Dr. Pashupati Mandal 
6. Shri Purshottamdas R. Pate1 
7. Dr. N. C. Samantsinhar 
8. Shri Ramji Verma 
9. Shri K. K. Warior. 

10. Dr. Shrimati Seeta Parmanand 
11. Shri Mulka Govinda Reddy 
12. Shri Rajeshwar Prasad Narain Sinha 
13. Shri Jai Narain Vyas 

Shri A. K. Roy, Comptroller & Auditor General of India. 
Shri G. Swminathan, Addl. Dy. C. & C.A.G. 
Shri P. K. Sen, Director of Commercial Audit. 

Shri V. Subramanian, Deputy Secretary. 
Shri Y. P. Passi, Under Secretary. 

(Ministry of Commerce & Industry) 

Shlri S. Ranganathan, Secretary. 

Shri K. B. Lall, Spl. Secretary (Ministry of Finance). 
Shri C. M. Poonacha, Chairman, State Trading Corporation 

of India Ltd. ; I 



Shrimati M. Chandrasekhar, Chairman, National Sman In- 
dustries Corporation. 

Shri K. Rarnachandaran, Re.&ient Director, Fertilizer Cot-- 
poration of  India Ltd., Sindri Unit. 
Shri D. Sandilya, Chairman, Nahan Foundry Ltd. 

Shri C. S. Shukla, General Mamger, Nahan Foundry Ltd. 
Ministry of Finance 

(Depurtmnt of Economic Afairs) 
Shri A. G .  Krishnan, Under Secretary. 

MINISTRY OF COMMERCE & INDUSTRY 
NAHAN FOUNDRY LTD. 

Loss in the manufacture of Sarover Pumps-Para 61, Pages 58-59. 

439. The Company undertake the manufacture of Sarovar Pumps 
a new venture--in 1953-54. Out of 15 such Pumps sold in 1954-55 
for Rs. 12,400, 13 Pumps valuing Rs. 8,300 were returned by the 
purchasers on account of certain inherent defects in the manufacture. 
The production of Pumps was stopped in July, 1955 when a stock 
of 78 Pumps had accumulated. This together with spare parts was 
classified as scrap as per the decision of the Board of Directors taken 
on the 19th February, 1957. The net resultant loss on this manu- 
facture amounted to Rs. 1,22,998. 

440. In evidence, the Committee were informed that the manu- 
facture of the Pumps was undertaken to diversify the production of 
the Foundry when it had lost its market in West Punjab after Par- 
tition. The Pump was designed by the then General Manager of the 
Foundry. Manufacture of the Pumps was undertaken after a unit 
tested by the Agriculture Engineers at the Government Farm, 
Karnal had shown satisfactory results. Investigation of the com- 
plaints received in respect of the Pumps sold in 1954-55, however, 
disclosed certain inherent defects in the manufacture, the design itself 
being defective. It was also felt that the Fbundry was not in a posi- 
tion compete with other manufactureh for this product. Further 
production was, therefore, stopped. But the Pumps for which the 
cost had already been made were assembled. 

441. I t  was pointed out by the C. & A.G. that a Committee appoint- 
ed by Government in 1955 to enquire into various issues connected 
with the working of the Foundry had observed as follows in this 
regard: 

"The hit and miss process adopted by the General Managm - 

at every stake of manufacture of Sarovar Pumps was un- 



questionally expensive and outdated. The pumpa 
were at no stage properly tested. More objectionable 
still are the sales of those Sarovar Pumps which were at 
regular interval discarded in favour of the next design." 

442. The Committee wanted to know the action taken against the 
General Manager of the Foundry. Theywere informed that as 
intimated to the P.A.C. (1956-57), after investigating into the matter, 
the Government had taken the view that there were no mala fides 
in this case. The experiments were launched with the best of inten- 

" tions even though the results vroved unsuccessful. It should, there- 
fore, be taken as an error of judgment on the part of the officer. 
The Government considered that due to the peculiar position in 
which the Foundry was placed the General Manager was justified 
in taking initiative to diverslify the production of the Foundry with 
a view to making it an economical unit. It was, however, admitted 
by the Secretary of the Ministry that the Foundry should not have 
taken up the manufacture of the pumps on a large scale without 
establishing their utility. 

443. The Committee also desired to be furnished with the follow- 
ing information: 

(i) What were the qualifications and experience of the General 
Manager of the Nahan Foundry Limited who was responsible for 
the preparation of the defective design for the Sarovar Pumps? 

(ii) Where is the offiical concerned working now and in what 
capacity? 

(iii) Whether in the light of the experience gained in this case 
the Government propose to adopt some measures to ensure that 
persons with requisite qualifications and experience are appointed to 
responsible posts in Public Undertakings etc. 

(iv) Before taking up the manufacture of the pumps, had the 
prototype prepared by the Foundry been tested and if so, what was 
the test report? 

National Small Industries Corporation, Limited 

Loss in Supply of Shoes to foreign countries-Para 62-Pages 59-60 

444. In October 1956, the,Corporation received through the State 
'Trading Corporation an order for supply of 3 lakh pairs of shoes to 
Russia, to be completed by February, 1957. There were heavy re- 
jections by the Russian Inspectors in the shoes supplied, and due to 
eonsequent delay in supply, the orderlwas twice reduced and finally 
stood in May, 1957 at 2.5 lakh pairs. The date of completion of the 



order was also extended to 31st August, 1957. Because,of the heavy 
rejections, the fabricators through whom the Corpdration was getting 
the shoes produced, were reluctant to continue the production. The 
Corporation, therefore. assured the fabricators that if the shoes were 
accepted by their own inspectors, full payment would be made to 
them even though the Russians did not accept them. Production 
continued on this understanding. Continuity in production was re- 
commended in the expectation of getting more orders from Russia 
or of finding new markets. As these expectations, however, did not 
materialise the National Small Industries Corporation had, in Sep- 
tembrr, 1957, a surplus of 54.594 pairs of shoes. The consignees had 
deducted a sum of Rs. 27,060 on account of the sub-standard shoes 
accepted by them. This reduction could not be passed on to the 
fabilcators in terms of their contract with the N.S.I.C. as the S T.C 
were unable to obtain from the consignees the particulars of sub- 
standard acceptances. (b) In July, 1957 the Corporation received 
anoth1.r order through the S.T.C. for the supply of 64.000 shoes to 
Poland. The order was placed by that country on the basis of 
samples sent by the Corporation subjekt to certain modifications 
which required clarification. However. on the advice from the 
S.T.C. requested the Corporation to proceed with the manufacture 
of shops without waiting for the clarification from the buyers. so that 
the shoes could be put up for inspection of the buyer's expert who 
was to arrive in India in November, 1957. The Corporation had by 
then accepted after inspection bv their own inspectors, 13,132 pairs 
from the fabricators. These shoes were however rejected by the  
buyers expert. 

445. The total value of the shoes rejected by Russia and Poland 
in the above two contracts and lying in stock with the Corpcration 
since Septembcr/November. 1957, was Rs. 10,20,360. 

(a) The Committee wanted to know the reasons for allowing the 
fabricators to go on with the production of shoes in spite of heavy 
rejections by the Russians and> without taking steps to avoid such 
defects as had led to rejection. The representative of the Corporation 
stated that although in the initial stages there were about 40 per 
cent. rejections by the Russian inspectors, the rejected shoes had 
been returned to the fabricators. Therefore, the main reason for the 
loss in this case was not the heavy rejection of the shoes but their 
ma~ulacture in excess of the requirements. Explaiuing the reasons 
for the manufacture of surplus shoes, the witness stated that the 
export of shoes to foreign couptries at that stage was a promotional' 
activity and not a commercial transaction. The fabrication was 
done manually by a large number of small fabricators. There were 
also difficulties in asessing precisely the actual number of shoes 
which would come up to the standard specifications. Therefore, ix& 



order to clover up any shartfdl in the manufacture of shoes of re- 
quisite specifications within the time schedule the Corporation had 
to keep a cushion over and above the Anal order placed by ~ u s i i a .  

446. Asked why the Corporation continued to placed orders ,for 
fabricatior. of shoes upto September, 1957 although in accordance 
with the terms of the contract with Russia. the last date far delivery 
was February, 1957. It was stated by the Secretary of the Ministry 
that it was a business risk undertaken by the Corpcration in the ex- 
pectation of getting further orders from Russia. 

447. The Committee enquired whether heavy rejections by 
Russian inspectors did not reflect failure on the part of the N.S.I.C. 
to ensure a high standard of internal inspection. The witness replied 
that rejections were due to slight variations which were inevitable 
in manual fabrication of shoes. The percentage, of rejection in the 
shocs fabricated by the same party sometimes varied from 40 per 
cent. by one inspector to less than 1 per cent., by another. The 
buyer was not however agreeable to the imposition of any restric- 
tions due to the human element of error in fabrication on the dis- 
cretion of his insnectors to reject material not strictly up to specifi- 
cations. 11, was, however, added that with the increase in the husi- 
ness with Russia the percentage of rejections had come down. 

448. It was also explained to the Committee that the surplus. 
shoes worth about Rs. 10 lakhs, had been sold by the Corporation 
for about Rs. 5 lakhs. The Corporation had since, been able to put 
this trade on commercial lines and there had been a profit of Rs. 6.16,' 
lakhse during the years 1956-57 >to 1960-61 on this account as against 
a loss of about Rs. 4.9 lakhs on this transaction. The sale of shoes. 
to Russia had also gone up from 1:2 lakhs in 1956 to 2*24 lakhs in 
1960-61 and an order for 5 lakhs pairs of shoes had been promisfid 
by that country for 1962. 

440. The Committee wanted, to know why the Corporation did' 
not recover the loss on the sub-standard shoes from fabricators by 
giving them the particulars of those shoes accepted by Russia at the 
reduced price. The representative of the Corporation stated that 
in the initial stages the Russians were not aware that they had to 
keep a record of the code numbers of the fabricators. Therefore, 
they could not furnish the full details in all cases. In, cases where 
the Russians had furnished the requisite details the amount had 
been recovered from the fabricators. 



450. Explaining the reasons for the loss on the sale of the sur- 
plus &hoes the representative of the Corporation stated that eon- 
sumer demand for such shoes in India was limited to a certain 
aeason and meanwhile the stock were deteriorating. Therefore this 
sale had to be negotiated with some Arms only who evinced interest 
in them and the terms of the sale were the best that could be obtain- 
ed. 

(b) The Committee enquired about the reasons for manufactur- 
ing the shoes without obtaining the requisite clarifications from 
Poland in the other case. The representative of the N.S.I.C. stated 
'that the Corporation had ordered for the fabrication of shoes on - 
specific directions from the S.T.C. and according to the specifications 
'sent by them in writing. However, later on, the buyer's expertprcl- 
posed basic changes both in the material and construction although 
he had no right to suggest such drastic changes. The Corporation 
however agreed to the request in the interest of securing further 
mrders from that country. Asked whether it was difficult to secure 
.orders for shoes from abroad it was stated that the foreign coun- 
,,tries were more willing to purchase'leather from India than shoes. 

Sindri Fertilizers and Chemicals Ltd. 
;Loss in the catering section of the South Hostel-Para 63(i)-Pager 

60-61. 
451. In September, 1951, the Government of India sanctioned the 

continuation of the sysiem of departmental management of the hostel 
on the condition that the entire cost of catering is recovered from 
the boarders and that no expenditure, direct or indirect, falls on 

.#Government. The management was also authorised to revise the 
.rates of hostel charges as and when required. During the period 
from 1953-54 to 1958-59 the direct expenditure in the Boarding sec- 
tion of the Hostel exceeded its income bv Rs. 1,16,657 in addition to 
,an estimated indirect expenditure of Rs. 36,765 (approximately) 
'.which has n ~ t  been accounted for in the Proforma Accounts of the 
'hostel. The receipts during these years (except in 1954-55, 1956-57 
and 1958-59) did not cover even the cost of provisions consumed. 

452. Explaining the reasons for the loss in the Boarding section 
'of the Hostel the representative of the Ministry stated that i t  was 
mainly due to three factors. Firstly as the number of visitors who 
stayed in the hostel was generally not large, the percentage of es- 
tablishment charges incurred on Khansamas, etc. was high. It was, 
however, necessary to  maintain a certain minimum st& as on some 
days the occupancy of the Hostel was heavy. Secondly, in some 
cases visitors changed their programme at  the last minute resulting 
in wastage of food prepared for them, The visitors did not like Do 



+x charged for the food not *en by them. Thirdly, minimum stock 
of provisions had to be kept in reserve and sometimes i t  had gone 
waste due to low occupancy during certain periods. He, however, 
admitted that these reasons did not fully justify the heavy loss 
suffered in this case and the Corporation proposed to take steps to 
bring down the expenditure and also to revise the rates for board- 
ing. The proposal to have the boarding a rpgements  on a contract 
'basis was also under the consideration of the management. 

453. In reply to a questidr the Committee were informed that the 
Committee appointed in March, 1959 to suggest ways and means of 
remedying the position in this regard had stressed the need for 
closer supervision. 

Payment of incentive bonus to the workers of the Bagging Plant- 
para 63 (ii), page 61- 

454. In 1952 an incentive bonus was sanctioned by the Managing 
Director to the workers of the Bagging Plant. I t  was, however, 
found that the standard of performance Axed at  400 bags per team 
in 1952 was very low, and the actual performance was now about 
6 to 9 times the standard fixed in 1952, resulting in payment of bonus 
ranging from Rs. 51,000 in 1952-53 to Rs. 1.46 lakhs in 195647. 

455. Audit had pointed out the need for the revision of minimum 
level of performance in their Reports for 1952-53, and 1953-54 but 
no  action was taken. The Committee wanted to know the reasons 
for the non-revision of the basic standard of performance of loading, 
of hags. The representative of the Corporation stated that the 
workers of the Bagging Plant worked under certain special circum- 
.stances. There was heavy idle time involved at his plant as the 
pressure of loading depended on the availability of wagons. The 
basic wage for the loading staff was kept very low. The bonus in 
this case should be considered a piece rate, the basic wage being 
merely the retention price fcr labour. Further, the labour at this 
plant worked in an acidic atmosphere and the work, particularly of 
loading was of a strenuous nature. There were also little chances of 
promotion to these workers. The witness added that as there was 
no change in the mechanism of loading since the standard of per- 
formance was fixed in 1952 there was little justification for the change 
in the system of bonus and there was a risk of labour trouble and the 
resultant interference with despatches, if any such change was 
contemplated. 

456. It was pointed out by Audit that in spite of idle hours, the 
average monthly wages (including bonus) of the Bagging Plant 
Wour was much more than that of similar labour (having the same 
2050 (Aii) LS--17. 



basic wage) at other plants and the Factory's own oftlcem had p i n t  
ed out within four months of the introduction of the bonw scheme 
that proper time and work study should have been camied out be- 
fore fixing the rate of bonus. The Secretary of the Yiniatry promis- 
ed to ask the Board of Management to consider the possible e- 
tions which could be effected in this regard. 
t o s s  on account of poor utilisation of available Cbke Oven Gas- 

para 63 (iii), page 62- 

457. The total rated capacity of the Coke Oven Plant is approxi- 
mately 10 to 11 million cft. of gas per day. During the period from 
February, 1956 to March, 1958 the average gas available for use was 
about 9 million cft. per day. Of this about 5 millim cft. was avail- 
able daily for use in the boilers. But only about 1 million cft. of 
gas was utilised daily in the boilers between February, 1956 to Sep 
tember, 1956 and about 3 million cft. between October, 1956 to ~a l ( ch ,  
1958. The rest of the gas (2066 million cft. approximately) was ignit- 
ed as torch, during this period. 

458. The Committee wanted to know the reasons for the ncm- 
utilisation of all the available gas. The representatives of the Fac- 
tory stated that the total capacity of the coke oven plant of 10 to if 
million cft. of gas was originally calculated on the assumption that 
only high volatile coal would be used. It was however found that 
the coke produced from this coal was not suitable for use in the gas 
plant. Therefore, the percentage of high volatile coal was reduced 
with the result that the maximum quantity of gas that could be 
obtained was approximately betwen 8-9 million cft. per day. Out of 
this, about 5 million cft. of gas was required for heating the ovens, 
the dryers and other units in the factory. Therefore, the average 
quantity of gas available for use in the burners of the boilers of the 
power plant was only in the region of 3.5 to 4.5 miliol cft. How- 
ever, due to fluctuations in the pressure of gas in the coke oven plant 
a uniform supply of gas to the power,plant could not be maintained. 
As the utilisation of gas in the power plant was not envisaged as 
a permanent feature, a gas holder of adequate capacity for evening 
out the fluctuations in the pressure of gas was not installed. Only 
a small gas holder had been installed. Thus certain quantity of gas 
could not be utilised for some period. The Comnittee were, how- 
ever informed that the entire gas was pow being utilised for making 
fertilizers and there was no loss. 

State Trading Corporation of India Ltd. 
Excess payment to Impder-D.istributor"pa~a 64(i) gages 62-63- 

459. A A r m  appointed in 1956 as importers and distributors for 
cement quoted the rates of Rs. 414 and Rs. 914 per tcm as distributioa 



charges for deliveries ex-port warehouses and excity godomm IPC~ 
pectively. However, as the Government anticipated that the major 
portion of the stock would be cleared ex-city godowns the rates were 
negotiated with the firm and changed ad hoc to Rs. 6/8 and IFea 7b 
per ton for deliveries ex-port warehouses and ex-city godowns re i~  
pectively, an the assurance from the firm that in the event of the 
actual expenditure being less than the revised rates, the Merence 
,would be refunded to Government. Out of a total quantity of 74200 
tons of cement imported from May, 1956 to October, 1057, 74,432 
tons were delivered ex-port warehouses and only 416 tons' were 
delivered ex-city godowns. The payment of distributim, charges to 
the firm at the revised rates resulted in net extra payment of 
Rs. 96,640 after deducting Rs. 70,000 subsequently refunded by the 

. firm on an ad hoc basis. 

460. The Committee wanted to know the reasons for awarding 
the contract to the firm by negotiation and the basis for raising the 
rate, for deliveries of cement ex-port warehouses. The representa- 
tive of the Ministry stated that cement not having been imported 
during the preceding five to six years there were very few firms 
which had the experience of handling import and distribution of 
cement. Onlv two firms were considered to be,experienced in the 
line and they were askd to send their quotations. The firm whose 
quotations were lower was also considered to ,be more experienced 
and was appointed as importers and' distributors. As regards the 
ad hoc revision of the rates, the witness stated that this contract was 
awarded in May, 19% when the S.T.C. had not been established. It 
was considered that owing to the onset of monsoon it would be neces- 
sary to provide storage over a period of time and thus a greater part 
of the imports would have to be distributed ex-city godowns. There- 
fore, it was considered desirable to get the ex-city godown rate re- 
duced and the revised negotiated rates were accepted after the 
matter had been examined in detail. However, the policy of Gov- 
ernment was later on revised and the distribution of cement Was 
taken over by the S.T.C. who i n s h d  of sending the imported 
cement into the godowns sent it straightaway to destinations ex-port 
warehouses. 

461. In reply to a question the Committee were informed that the 
assurance from the firm ,regarding the refund of the difference bet- 
ween the actual expenditure and the revised rates agreed to by them 
was not taken in writing as in that case in the,event of any loss to 
the ATm the Government would also have been liable to make good 
the loss as shown in the books of accounts of the Arm. 



4.52. ha July, 1956 the Government of U.SS.R. requested the Cor- 
poration to supply 44,80,000 lbs. of Flue-Cured Virginia Tobacco of 
1956 crop. However, a contract with M/s Raplo-Export, Momow 
could be finalbed only by 31st January, 1957. In the meantime. 
contrary to expectations, the Russians also entered the Tobacco 
m u k e t  independently and executed contracts with three private. 
parties for 2,000 tons of tobacco of similar grade. The full require- 
ments of Russian contract could not, therefore, be secured out of the 
residual quantities of 1958 crop. On the ground that this was the 
first order from Russians, the Corporation did not consider it expe- 
diem to request them to cancel the balance quantity and procured 
the required quantities of tobacco from 1957 crop resulting in la loss 
of Rs. 1,38,958. I 

I t  was explained that the S.T.C. had entered upon this deal con- 
sequent on a directive issued by Government in October, 1956, in the 
context of glut in the market for this grade of tobacco, that the Cor- 
poration should promote its export and stabilise the price. The Com- 
mittee desired to know the reasons for delay in finalising the contract 
with Russia. The witness stated that the Russians were reluctant 
to make heavy purchases through the S.T.C. and wanted to enter 
the open market themselves. It was only after long negotiations 
that they agreed to buy 2,000 tons of totobacco through the S.T.C. but 
a t  the same time they purchased about 2,000 tons of tobacco from 
the open market also. 

463. Asked why the Russi~ns were allowed to operate in the 
market directly, the witness stated that in the absence of export 
control it was not possible to impose any discriminatory restrictions 
in this regard. 

464. The Committee enquired what particular advantage was 
gained in S.T.C.'s participation in the export if the object was to 
skbilise the market and the Russians were already prepared to buy 
tobacco of the grade in question, in the open market. The repre- 
sentative of the Ministry stated that as a matter of policy Govern- 
ment wanted to canalise the trade with the state-regulated countries 
through the S.T.C. It was felt that if the Russians got accustomed 
t o  deal with the S.T.C. it would be helpful for the latter to secure 
1Snrther oTdem from that country in future. It was also added that 
although there was a loss on this transaction no lass had been incur- 
red on further orders for tobacco from that country. 



Ttoding Aecacnt-ChiZean Nit7clte-Comnaents of C. & A.G. on the 
Accounts of the Company for 1958-59- 

965. The Carporation am m t o  revised the vahw orf a lost con- 
signment of Chilean Nitrate which had been insured with the Insur- 
ance Pool from Rs. 27,58,320 (C. & F. plus 10 per cent.) to Rs. 2@55,000 
(C. & F. plus 5 per cent.) resulting in less recovery of Rs. 1,02,610 
from the Insurance Pool after taking into account the refund-of the, 
premium of Rs. 710. ! 

466. The Committee were informed that the offkial concerned 
had been charge-sheeted and his explanation was under consideration 
of the Corporation. 

467. The Committee then adjourned till 16-00 hours on Tuesday 
the 5th September. 196l. 



Ilhtb.etr*thc Ptoessbi&gr 0fthet)th dtiingoltthQPtrblic 
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468. The Committee sat from 9-30 to 13-00 hours. 
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8. Dr. hshupati Mandal 
7. Shri S. A. Matin 
8. Dr. G. S. Melkote 
9. Shri Purushottamdas R. Pate1 

10. Dr. N. C. Samantsinhar 
11. Kumari Mothey Vediakumarl 
12. Shri Ramji Verma 
13. Shri K. K. Warior 
14. Dr. Shrimati Seeta Pannanand 
15. Shri Iralji Pendse 
16. Shri V. C. Kesava Rao 
17. Shri Mulka Govinda Reddy 
18. Shrimati Savitry Devi Nigarn 
19. Shri Rajeshwar Prasad Narain Sinha 
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During the absence abroad of Shri C.R. Pattabhi Rpman, Choirman, Public Accp~nts  
Committee, the Speaker directed Shri Rohan -1 Chaturved~ to look after the duties of 
the Choir- of the Public Accounts Committee. 
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Statement of outstanding recinnmm&$bm rehting to the Depart- 
ment of Atomic E m ~ I n d i a n  Rare Earths (P) Limited. 

469. The Committee took up consideration of the above-mentioned 
statement and approved the following draft comments: 

Excessive expenditure on construction of ojjbxrf qw2rbet.s-Para 
165 of 18th Report (Second Lok Sabha) . 

470. No comments. 

Supply of defective plant and machinery by a firm--Para 166 of 18th 
Report (Second Lok Sabha) . 

471. The Committee decided to await the fixml settlement of the 
1 

Large accumulation of stock-Para 167 of 18th Report (Second Lok 
Sab ha). 

472. No comments. 

Losses written of-hnpwt of drums-Para 168 of 18th 1 2 c p t  
(Second Lok Sabha). 

473. No comments. i 

Loss of Rs. 6,500 in the purchase of Hydrochloric acid-Para 189 of 
18th Report (Second Lok Sabha) . 

474. No comments. 

Loss due to faulty estimate of actual requirem~nts of certain chemi- 
cals-Para 170 of 18th Report (Second Lok Sabha). 

478. The Committee desired to know the p&se provision made in 
the agreement subsequently entered. 

Statemetzt of otlttcmding r ac~nm&bm relating to the Ministry' 
.of Irrigation & Power 



476. The Committee then tbok up codsideration of the above state- 
ment and offered the following comments: 
DMciplinury a c t h  ogcrinat delinquent o&&ds-Pma 10 of 91th 

Report (1st Lok Sabha) 

477. Pt. I.-The Committee desired to be apprised of the action 
taken against the second of]Bcer. 

Pt. 2.-The Committee felt that the Central Government should, 
in consultation with the State Governments, consider the desirability 
of establishing a convention that in cases of this type where a State 
G~ve~ntrzent Officer on deputation to the Central Government o r  
vice versa was adjudged guilty of committing an irregularity during 
the period of his deputation by an impartial enquiring officer/Com- 
mittee, the Government lending the services of the d c e r ,  should 
nut ordinarily reduce the punishment suggested by the said' 
enquiring officer 1 committee. 

Part %-No comments. 
Proposal to construct the Mahanudi Bridge in one season-Action 

against persons having commited errors of judgement-Para 11 
of l l th  Report (First Lok Sabhu) 

478. No comments. 

Apportionment of the cost of the Mahanadi Bridge-Para 12 of l l th  
Report (First Lok Sabhu). 

479. No comments. 

Lay@g of Charnphekar Committee Report on the Table of Parlia-t. 
ment-Para 13 of the l l th  Report (1st Lok Sabha). 

Serious omissions in cash accounts of an office-Para 122 of 18th. 
Report (Second Lok Sabha). 

481. (i) -DiscipZinary action against the supervisory oficers 
concerned.-The Committee decided to await the final decision in t h e  
matter. 1 . 

(3) Insructions regarding conducting of checks prescribed fin 
the Central Tremry Rules and the C.P.W.A. Code.--No ccrmments. 

Lmu utiliaatim of the earth moving rnachircery on the Hirakud Dam 
Projec tPara  123 of 18th Report (Second tbdc Sabhcr). 

482. No comments. 



Non&vd of equipment tuder the Colombo Pk11&1Paru. 124? of the 
18th Report (Second Lok Sabha). 

483. No comments. 

1nfru.e- eqxnditure due to change in design--Para 56 of 25th 
Report (2nd h k  Sabha)-Vol. I. 

484. No comments. 

Statement of outstanding recommendations relating to, the Ministry 
of Rehabilitation 

485. The Committee then took up consideration of the above- 
mentioned Statement and approved the following comments:- 

EIGHTEENTH REPORT (SECOND LOK SABHA), VOL. 11, 
APPENDIX I 

S. No. 114, para 20 of 7th Report (1st  Lok Smbha)-Free bsue of" 
Ration in the Camp of displaced persons 

486. The Committee regret to note that in most of these cases the. 
responsibility could not be fixed on the delinquent officials as the. 
Ministry failed to take timely action soori after the irregularities. 
were noticed. The Committee would like to emphasise that the 
action in such cases should be prompt if it is to serve the desiredl 

I purpose. I 

The Cornmitee decided to comment on this case in their next 
Report on Civil Accounts. They also desired that this case be cited 
in the general paragraph (to be incorporated in the Report) regard- 
ing cases of delay in taking action against delinquent ofkials. 

S. No. 43 para 101 of 7th Report (Second Lok Subha)-Recovery of 
rehabilitation loam- 

487. The Committee desired that all the outstanding loans should' 
be reviewed and a firm decision taken on the merits of each case 
either to realise the loans from the displaced persons or to write 
them off. They decided that this case should be commented upon. 
in the next report of the Committee on Civil Accounts. 

S. No. 115, para 205 of 7th Report-Extra expenditure 'due to delay. 
in payment. I 

488. NC& awaitad i 1 
S.-No. 116, para 206 of 7th Report-Relief and Rehubilitath of d b  

@aced p e r m .  1 
489. No comments. 



3. No. 118, pato 208 of 7th Rqmt-Reoieur of the Concluct of ocrr)our 
camp com7nandUntr. I 
490. The Cosnmlttee were not a a M e d  with the way in which this 

c~lle has k dealt with. i 
The Committee desired to be informed of the decidarn of the court 

In resped of Sabarrnati camp. , 
5. No. 119, para 209 of 7th Repo7t-Ofiers employed in the various 

CILmP8 *7b& whom &Co&plhry WaS take71 fO7' ft~ude, 
embezzlements, etc. , 
el. The Committee Mired to be informed of the pmgrtw made 

mgardmg the recove~y of Rs. 12,666) 1219 from the delinquent officials 
and the decision taken by the State Governments concerned for 
writing off the i m w e r a b l e  amounts. 

.6. No. 120, para 210 of 7th ReportRelief and Rehabilitation of dis- 
placed persons. I 

EIG-NTH W O R T  (SECOND LOK SABHA), VOL I, 
APPENDIX I 

S. No. 94, para 130-lrrepular maintenance of cash and other account8 
493. The Committee And that their observations on the failure of 

,the Ofl&cer-in-Charge to keep praper supervision over cosh transac- 
tions and conneuted records have not received due consideration. 
They, therefore, desire that this matter should be reviewed 
and the action taken against the Ofilcer-inxharge intimated to them. 

S. No. 95, para 131-irregular advance for purchase of Motor Car. 

494. The Committee were informed by Audit that not only did 
Zhe! ~13listrj. fail to take any further action against the delinquent 
atPLcerr but his services were also extended for a further period of 
three years. They felt that action was called for against the officer 
who recommended extension of service to the officer concerned. 

Twenty-fifth Report (Second Lok Sabha), VoE. I, Appendix I 

5. No. 45, para 57, 1negula.r withdrawal of fuds  trv a d d  lapse oft 
gPm* 

495. No comments. I 



S. No. 46, P<KQ SF* Davtlopment Board-bar in the 
working of the Institute. 
498. (i) The matter has been considered in detail in the 37th 

Report af the P.A.C. (196041). 1 

(ii) No comments, I *  . 
S. No. 47, para 63, outstanding arrears of rent in respect of evacuee 

pmperties. 
497. The Committee desired to know the present position of the 

outstanding recoveries. 

S. No. 48, para 65, ovmpayment of compensation to a pisplaced 
family . 

498. The Committee decided that a para may be included in the 
next Report of the Committee on Civil Accounts in this case. 

499. The Committee then adjourned. i 



P- d the Thirtieth SI* of ths PoMlc AecaantB 
Committee held on Tuesday, the 28th No~smber, UCL 

500. The Committee sat from 15.00 hours to 1'7.00 hours. 
PRESENT 

Shri Rohan La1 Chaturvedi-Chairman 
2. Shri Awbindo Ghosal i 
3. Shri Hem Raj I 

4. Shri R. S. Kiledar , 
5. Dr. G. S. Melkote 
6. Dr. N. C. Samantsinhar. 
7. Pandit Dwarka Nath Tiwary 
8. Shri Ramji Verma 
9. Shri V. C. Kesava Rao. I 

Shri G. Swamhathan, Addl. Dy. Comptroller and Auditor 
General (Report). 

Shri P. V. R. Rao, Accountant General, Central Revenues. 
Shri P. KL Rau, Director of Audit, F.R.S.C.S. & M. 
Shri P. K. Sen, Director of Commercial Audit. 

Shri V. Subramanian-Deputy Secretary. 
Shri Y. P. Pas&-Under Secretary. 

Statement showing action taken or proposed to be taken on the out- 
standing recommendations of the P;.A.C. relating to the Ministv 
of Education. 

501. The Cornmi ttee took up consideration of the abwe-men tion- 
ed Statement and offered the following comments: 
Entwting of work connected with the production of books for child- 

ren and neo-literates to a single agency-Para 47 of 7th Report 
(Second Lok Sabhu). 1 

502. The Committee desired that the matter should be Analbed 
without further delay. I 

During the absence abroad of Shri C.R. Pattrbhi Rums, ChrkmPn, Public axamts 
Committee, the Speaker directed S M  R o b  Ld Cbaturvcdi to Look after tbe duties 
of the Ch.irmra of the Public Accounts Committee. 
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C2mdhaZion in respect of literature for the 

childten and crdu2t.s-Para 48 of 7th Report 
503. The Committee desired that the matter 

use of neo-titercttes, 
(Second Lok Sabha). 
should be expedited. 

Payment of  grants-in-aid in excess of requirements-Para 36 of 18th 
Report (Second Lok Sabha). 

504. With a view to obviate the accumulation of heavy unspent 
balances with the Universities, the Committee desired that the Uni- 
versity Grants Commission shcald examine the feasibility of regu- 
lating payment of building and other grants by instalments, on the 
basis of the progress of expenditure as shown in the periodical 
reports to be submitted by the Universities. 

Presentation of Audit Reports on the Accounts of Central Universi- 
ties to  Parliament-Para 39 of 18th Report (Second Lok Sabha). 

505. The Committee decided to reiterate their earlier recommenda- 
tion that Audit Reports on the Accounts of the four Central Universi- 
ties should be presented to Parliament and that early steps should be 
taken by the Ministry of Education to introduce necessary legislation 
-therefor. 

Control over releases of grants to Welfare Projects and State Advisory 
Boards-Para 41 of 18th Report (Second Lok Sabha). 

506. (a) Exemption of small institutiotts from the requirements of 
submitting accounts audited by Chartered Accountants: No comments. 

(b) Simplification of procedure regarding grants-in-as.-The 
'Committee noted that the matter had since been commented upon 
in para 58 of the 34th Report of the P.A.C. (1960-61)-Part I. 

.Deficiency i n  pu'blic contributions-Para 43 of 18th Report (Second 
Lok Sabha). 

507. The matter was considered by the P.A.C. (1960-61) who in 
para 322 of their 34th Report-Part I1 desired to be furnished with 
a note setting forth the latest position in regard to voluntary public 
contributions. The Committee decided to await the information 
.called for by their predecessor Committee. 

Defective control over release of grants-in-aid to  Voluntary Welfare 
institutions and their utilisati+Para 44 of 18th R g o r t  (Second 
Lok Sabha) ! 
508. No comments. : 



IwegularStie~ connected with publications irurctd by the C W  
SocicrZ Welfite B a m d P m  46 of 18th Report ( S m  Lok 
Sabha) i 

509. The Committee noted that the matter had since been com- 
mented upon in prra 66 of the 34th Report of PAC. (1060-81)- 
Part I. : ! 

Dnrwal of funab against letters of credit-Paras 3--5 of 25th R e m  
(Second Lok Sab ha) -Vd. I? 

510. The Committee desired to be apprised of the revised procc- 
dure regarding payment of funds to N.C.C. Directorate in respect 
of A.C.C. Camps, as soon as it is finalised. 

Para 6 of 25th R e p d  (Second Lok Subha)-Vol. II 
511. The Committee desired to have a further report regarding 

the clearance of arrears in accounting. 

D7awal of advances-Paras 9-10 of 25th Report (Second Lok Sabha) 
-Val. I? 

512. No comments. 
Para 11 of 25th Report ( S e e d  Lok Sdbha)-Vol. 11 

513. The Committee desired that befofe the Civil Accounts of the 
next year were taken up for consideration, they should be informed 
how far the various measures adopted by the Ministry of Education 
have achieved the ends in view. In particular, they wanted to be 
informed of the improvement effected in the Directorate of Exten- 
sion Programme for Secondary Education. 

Statement showing action taken or proposed to be taken on the out- 
standing recommendations of the Committee relating to the  
Minishy of Scientific Research & Cultural Affairs 

514. The Committee then took up consideration of the above-men- 
tioned Statement, and approved the following comments: 

Non-suwender of saving-Para 13th) of 18th Report (Second Lok 
Sabha) I 

515. No comments. I 
.Fixation of ceiling limits for stocking stores in the Photolitho Sec- 

tion-Para 132 of 18th Repvrt (Second b k  Sabha) 
516. No comments. 1 



Cimtinwnce of Natwncrl Research Dmlopnzent Corprrrattan as. 
sqwrrttc cotparaDim-Para IS3 of 18th Report (Second Jbk 
Sabha) 

517. The Committee desired that Government should take a decb 
sion regarding the future of the National Research Development Cor- 
poration before further funds are advanced to it. 

Placing of Council of Scientific and Industriat Research on a s t a t u t q l  
footing-Para 234 of 18th Repo-t (Second Lok S a b h )  

518. No comments. I 

Overbudgeting-Para l l ( h )  of 25th Report (Second Lok Subha)- 
Vol. I. I 

519. No comments. 

Statement showing action taken or proposed to be taken on the out- 
standing recommendations of the Committee relating to the. 
Ministry of Labour & Employment. 

520. The Committee then took up consideration of the above- 
mentioned Statement and offered the following comments. 

Drawal of 'a forged bill-Para 200 of 7th Report (Second Lok Sa'bha) 

521. The Commttee regretted the delay in taking a. decision re- 
garding amendment of T.R. 430 and other connected Rules, and de- 
sired that the matter should be finalised without further delay. They 
also desired that a paxu on this case should be included in the next 
Report of the Committee on Civil Accounts. 

Savings on account of non-receipt of debits-Para 12(g) of 18th 
Report (Second Lok Sabha) 1 

522. No comments. 

Heavy expenditure on rentaLPara 125 of 18th Report (Second' Lok 
Sabha) 

523. The Committee desired to be apprised in due course of the 
opinion of the Ministry of b w  on the question whether there was 
any negligence on the part of the Government Solicitor in rendering 
his advice. 

Para 126 (i)-(iii) of the 18th Report (Second Lok Sabha) 
524. No comments. ; 



Working of the Caul Afims Lrrbour H W n g  & General Welfare F w d  
-Para 3 (Introd.) of 20th Repwt (second Lok Subha) 

525. No comments. ; i 
Constitution ef the Coal Mines Labour Welfare Otgankat-tatcPara 

9 of 20th Report (Second Lok Sabha) 

Savings on sanctioned alEotments-Paras 13-14 of 20th Report 
(Second Ldc Sabhcr) 

527. No comments. I 
Laying of Annwal Report before Parliament-Para 15 of the 20th 

Report (Second Lok Sabha) 
528. No comments 

Receipts and expenditure of the Coal Mines Ldbour Housing & 
General Welfare FunaGPara 17 of 20th Report (Second Lok 
Sabha) I 

529. No comments. I 

Bhuli & Bijoynagar Townships-Para 22 of 20th Report (Second Lok 
Sabha) I 

530. (i) No comments. 
( i i )  T,ransport arrangements.-The Committee desired to be 

apprised of the firm1 decision on the question of providing Fund's own 
transport for workers residing at Bhuli (with a contribution from the 
Colliery Owners' Association). 

(iii) Water Supply arrangements.-The Committee desired to be 
apprised of Government's decision on the Advisory Committee's re- 
commendations regarding grant of financial assistance to the Jharia 
Water Bwrd for its scheme to re-organise and improve the existing 
water distribution system. 

(iv) Drainage.-No comments. I 

Subsidized Housing Schemes-Para 24 of 20th Report (Second Lok 
Sab ha) . I 

531. No comments. ; I 
Present housing conditions in the coal mining areas-Para 27 of 20th 

Report (Second Lok Sabha). 

532. No comments. :I 



Para 28 of 20th Report (Secorcd h k  Sabha) 
533. The Committee desired to be apprised of Government's deci- 

sion on the CMLWO's scheme of constructing one lakh cheap houses. 

Medical facilities in the coal mining areas-LHspensaries maintained 
by collieries-Para 32 of 20th R e p m  (Second Lok Sabha). 

534. No. comments. I 

T.B. relief to colliery workers-Para 34 of 20th Report (Second Lok 
Sabha). ' 1 

535. The Committee desired to be apprised of the outcome of the 
review of the m t t e r  by the CMLWO. 

Education facilities in the coal mining areas-Para 36 (i) - (ii) of  
20th Report (Second Lok Sdbha). 

536. The Committee desired to know: (a) the considerations which 
weighed with the C.M.L.W.O. in taking the decision that tlie present 
practice of teaching upto Class I1 standard in the school3 at the 
miners' institutes would continue; 

(b) the outcome of the negotiations between the C.M.L.W.O. and 
the State Governments concerned for providing larger primary edu- 
cation facilities in the coal mining areas. 

Grant of  scholarships for further studies-Para 36 (iii) of 20th Report 
(Second Lok Sabha). 

537. No comments. 1 

Adult edwation--Para 37 of 20th Report (Second Lok Sabha). 
538. No comments. I 

Water supply schemes-Para 39 of 20th Report (Second Lok Sabha). 
539. The Committee desired to be apprised of:  

(a) the latest position regarding the proposal to amend the 
National Water Supply and Sanitation Scheme of the 
Ministry of Health so as to include major coalfields; 

(b) the outcome of the efforts made by the Ministry of Labour 
& Employment/C.M.L.W.O. to persuade State Govern- 
ments to  set up Water Boards and colliery owners to 
draw up small schemesefor financial assistance from the 
Fund. 

2050 (Aif) LS-18. 



Popukrrbatfon of pithead baths-Para 41 of 20th Repo+t (Stcond 
Lok Sabha). 

Enforcement of Coat Mines Pithead Bath Rules and Miner Creche 
Rules-Paras 43 & & of 220th Report (Second Lok S a b b )  

541. No comments. 

Social problems in the coal mining area-Paras 47 & 4 (Introd.) of 
20th Report (Second Lak Sabha) . 

542. No comments. 

Maternity and Child Welfare Centres-Para 49 of 20th Report 
(Second Lok Sabha). 

543. No comments. 

Overbudgeting-Pura 11 (g) of 25th Report (Second Lok Sabhu) - 
Vol. I. 

544. No comments. 

545. The Committee observed that in a number of cases the Minis- 
try had not submitted notes/memos indicating action taken on their 
earlier recommendations. They desired that attention should be 
drawn to this unsatisfactory position in the Introduction to their 
next report on Civil Accounts. The Committee approved the follow- 
ing comments on the items included in the Statement: 

Extra expenditure on US. Stores-Para 118 of 23rd Report (1956-57) 
546. Special steps should be taken to flnalise the case without 

further delay. 

Departmental execution of Works-Paras 237-239 of 7th Report 
(1957-58). 

547. The Chairman informed the Committee that he had asked 
the Secretary, Ministry of Works, Housing & Supply to furnish the 
requisite note on the subject by the 4th December, 1961. The Com- 
mittee deferred further considemtion of the case pending receipt of 
the requisite note. 

Outstanding dues-Para 241 of 7th. Report (195758) 
548. No comments. I 



Faultp ptacemunt of contract fo7 printing arat biding of f@rms--l 
Par- 244-45 of 7th  Report (195758). 

549. No comments. 

Unsatisfactory state of Accounts-Para 249 of 7 t h  Report (1957-58). 

550. (i) See comments against para 151 of 18th Report. (1958-59). 

(ii) Further progress in the recovery of rent may be reported. 

Irregularities in s tmes  transaction-shortage in stock-Para 257 o f  
7 t h  R e p m  (1957-58). 

551. No comments. 

Misappropriation of Government money  by an auctioneering firm- 
Para 266 of 7 t h  Report (1957-58). 

552. Note from the Ministry may be awaited. 

Fraudulent drawal of material from G o v e r n i n e ~ ~ t  Stores-Para 312 
o f  7 t h  Report (1957-58). 

553. No comments. 

554. Loss o f  Government dues owing to  failure to purszte clnims- 
para 98 o f  18th Report (1958-59). 

555. Loss o f  Rs. 86,762 o w i q  t o  f'uilurc tu  pursue claims-Pwcr 09 of 
18th Report (1958-59) . 

556. Failure to  pursue a claim for Rs. 23,809:50-Para 100 of 18th 
Report ( 1  958-59) . 

The Committee deprecate the inordinate delay on the part 
of the Ministry in furnishing notes on these cases. 

Safeguarding clauses i n  contracts-Para 128 of 18t h Report (1958-59) . 
557. No comments. 

Black-listing of Contractors-Para 129 of 18th Report (1 958-59). 

558. (i) No comments. 

(ii) The final outcome of the decision to adopt the black-listing 
orders issued both by the Central Government and State Govern- 
ments on a reciprocal basis may be reported to the Committee. 



Awe~tr of rent-Para 151 of 18th Report (lfiS8-W). 

SS9. The Committee deprecated the delsy in introducing the new 
procedure for recovery of rent and regretted that in the meantime 
adequate administrative arrangements were not made by the Mink 
try of Works, Homing & Supply to liquidate the arrears in the re- 
covery of rent. They would like to be apprised of the recommenda- 
tion of the S.R.U. of the Ministry of Finance and the action taken 
thereon by the Ministry of Works, Housing & Supply. 

P~ofe~sional inspection of stores-Para 152 of 18th Report (195849). 

580. The Committee were not satisfied with the explanation for 
the delay on the part of I.S.D. in arriving at a h a 1  decision not to 
set up a departmental labomtory. Even granting that it was not 
advisable to change the Consultants pending final decision on the 
question of setting up a departmental laboratory the Committee saw 
no justification for continuance of the old firm of Consultants at 
higher wtes from July, 1954 (when the final decision was taken) till 
February, 1956. The Committee regretted that the D.G., I.S.D., con- 
tinued in his own way till 1956, despite abjections from Audit. 

Hindustan Housing Factory-Meagre Production in the Foam Con- 
mete Department-Para 154 of 18th Report (1958-59) . 

561. No comments. 

Hindustan Housing Factory-Heavy establishment charges during 
company management-Para 155 of 18th Report (1958-59). 

562. No comments. 

Hindustan Housing Factory-Loss in a sub-contract given to a pettg 
employee-Para 157 of 18th Report (1958-59). 

563. No comments. 

Ashoka Hotels Ltd.-Payment at a high rate for work of refilling of 
plinth basement etc.-Para 159 of 18th R e p r t .  

564 Further developments may be awaited. 

Ashoka Hotels-Unecomic expenditure of Rs. 3,14,192 on account 
of payment of uniform lead of half a mile for the excauated 
materiadPara 160 of 18th Report. I 

565. Further action p r o m  to be taken in thematter may be 
reported. : 
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Genetrrl wking of Ashoka Hotels Ltd-Pam 181 of 18th Rsparb 

v-). : I 

566. No comments. I 

Statements of cases in which the  lowest tenders were not accepted 
by the ISM.  Washington-Para 162 of 18th Repod. 

567. No  comments. I 

Loss on a contract-Para 163 of 18th Rep0l.t. 
568. No comments. , 

Road Roller Bulk Procurement scheme-Para 164 of 18th Repod. 
569. The Committee desired that a decision fixing the Anal price 

of a road roller should be taken without further delay. 

Unauthorised alteration i n  specification-Para 80 of 25th Report 
(1959-60) -Val. I. 

570. Note from the Ministry may be awaited 

Delay in adjustment of a contractor's accounts-Para 81 of 25th 
Report-Vol. I. ! . .  

571. Note from the Ministry may be awaited. 

C.T.E's. Organisation-Paras 82 to 84 of 25th Report-Vol. I. 
572. No comments. 

Unproductive expenditure-Para 85 of 25th Report-Vol. I. 

573. N o  comments. I 

I n f r u c t u w  expenditure-Para 86 of 25th *Report Vol.  I. 
574. Note from the Ministry may be awaited. 

Avoidable expenditure on  the disposal of furniture-Para 87 of 25th 
Report-Vol. I. I I 

575. Note from the Wnistry may be awaited. 

Loss due to belated release of requisitioned land-Para 88 o f  25th 
Report-Vol. 1 

576. Sub-para (i) : No comments. 

Sub-para (5): The Committee regretted to note that the efforts 
to collect the information desired by them had proved infructuous. 
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P&rar 8g-96 of 25th Repurt-Vol. I 
577. The'note from the Ministry may be awaited. 

Lors due to discrepancy between the t e r n  of the tender enqutty 
and the c o n t r a c t P a m  97 of 25th Report-VoZ. I 

578. No comments. 

Paras 98-100 of the 25th Report-Vol, I 
579. The note from the Ministry may be awaited. 

Avoidable loss d w  to belated release of requisitioned lands-Paras 
13 and 14 of 25th Report-Vol. 11 

580. No comments. 

581. The Committee then adjourned till 15.00 hours on Wednesday. 
the 29th November. 1961. 



. 
Prweedinp of the 31et sitting et the Public Accounts Committee 

held om Wednesday, the 28th Novenaber, 1W 

582. The Committee sat from 15-00 to 16.30 hours. 

PRESENT 
Shri Rohan La1 Chaturvdi-Chairman. 

2. Shri Hem Raj 
3. Shri R. S. Kiledar 
4. Dr. G. S. Melkote 
5. Dr. N. C. Samantsinhar 
6. Pandit Dwarka Nath Tiwary 
7. Shri Ramji Verma 
8. Shri V. C. Kesava Rao 
9. Shri Rajeshwar Prasnd Narain Sinha. 

Shri G. Swaminathan, Addl. Dy. Comptroller & Auditor 
General. 

Shri P. V. R. Rao, Accountant General, Central Revenues. 
Shri P. K. Rau, Director of Audit, F.R.S.C.S. & M. 
Shri P. K. Sen, Director of Commercial Audit. 

Shri V. Sttbramanian-Deputy Secretarg. 
Shri Y. P. Passi-Under Secretary. 

583. The Committee took up consideration of the statements 
showing action taken or proposed to be taken on the outstanding 
recommendations by the Ministries of Home Affairs (including 
Himachal Pradesh and Delhi Administrations), External Affairs, 
Law and Information & Broadcasting and made the following 
observations against the various items. 

MINISTRY OF HOME AFFAIRS 

EIGHTEENTH REPORT (SECOND LOK SABHA), Vol. I- 
APPENDIX I 

S. No. 74, para 110-Marine Department, Andamans-Stock verifica- 
tion and disposal of surplus stores 

584. No comments. 
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S. No. 76, para 112-Gowernmenl: Dairy Farm, Andcmurw 

585. The Commfttee note the steps taken by Government to make 
the Dairy Farm, Andamans self-supporting. They recommend that 
Government should review the working of Dairy Farm in the light 
of the steps taken and furnish the results thereof to the Committee. 

S. No. 77, para 113-Shipping Department, Andamam 
586. No comments. 

S. No. 78, para 114-Scheme for the supply of consumer and other 
atores i n  Andamans 

587. No comments. 

EIGHTEENTH REPORT (SECOND LOK SABHA), VOL. 11- 
APPENDIX I 

S. No. 93, para 173 of the Seventh Report-Fertiliscr Deal case 

S. No. 94, para 185 of the Seventh Report-Inf~uctuous expenditure 

589. No comments. 
S. No. 96, para 187 of Seventh Report-Marine Department, Stores 

590. The latest position about the disposal of the remaining stores 
may be reported to the Committee. 

S. No. 97, para 188 of the Sevmth  Report-Marine Department, 
Andamans 

591. No comments. 

S. No. wars 191 of the Seventh Reort-Heavy shortage o f  food- 
g r a b  

592 The Committee desire to (be informed of the reasons for 
non-disposal of a number of  cases even after 12 months. They 
would urge that steps should be taken to ensure that no cases are 
outstanding for more than 12 months as the delay lessens the deterrent 
effect of punishment on guilty officials whereas it results in unjust 
harassment to those who are found innocent. 

S. No. 100, para 258 of the Seventh R e p o r t p a p e n t  of Railway 
Ereisht 

593. No comments. 
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TWENTY-FIFTH REPORT, VOL I-APPENDIX I 
S. No. 8, pcuo 11 Cf)-Budgeting and Control over expenditure 

594. No comments. 
TWENTY-FIFTH REPORT-VOL. 11-APPENDIX I 

S. No. 29, para 57--Overpayment to stevedoring labour 
595. No comments. 

S. No. 31, para 60-Infructuous expenditure 
596. The Committee desire that the requisite information may be 

furnished without further delay. 
S. No. 32, para 61, Bilaspur Commercial Corporation 

597. No comments. 
S. No. 33, para 62-Rosin and Turpentine Factorg, Nahan 

598. No comments. 
S. No. 34, para 63, Sundry debtors 

599. The Committee note that on the 30th June, 1960 total out- 
standings were Rs. 3,98,501, of which %. 3,33,963 had been shown 
against doubtful debts and Rs. 64,538 was the net balance to be 
recovered. The Committee desire that action should be taken to 
clear these outstandings. 
S. No. 35, para 64, Shortage of foodgrains 

600. The Committee desire that the requisite information may be 
furnished without delay. 
S. Nos. 36 and 37, paras 67-68-GranP-in-aid to Sarva Seva Sangh 

601. The Committee desire that the submission of the note may 
be expedited. 
S. No. 38, para 6Wrant-in-a@ to  Sarva Seva Sangh 

602. No comments. 
TWENTY-FOURTH REPORT 

(1 959-60) 
DELHI ADMINISTRATION 

APPENDIX I AND APPENDIX XI 
MINISTRY OF REHABILITATION 

S. No. 11 (iii) of Appendix I-Position regarding recovery of rent 
etc. from displaced persons 

803. In the opinion of 'the Committee, the progress of recoven 
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ha6 not bem mtlsrfactory. They desire that the anrinintsy should 
take effective steps to recover the outstanding balance expeditiously. 

S. No. 1 of Appendix XI-Incomplete and Improper rnainknance of 
accounts-$ring respmsibilitg for kdty in auperaiaion (para 4 
of the 24th Report) 

604. Photo-stat copies of the original documents should have been 
obtained to ensure prompt and adequate disciplinary action. 

The Committee would like to await a further report in the 
matter. 

S. No. 2 of Appendix XI-Unsatisfactory state oj aflairs in the organi- 
sution in charge of the houses, tenements, shops, d c .  con&mcted 
for displaced persons in De1h.i (paras 6 and 7 of the 24th 
Report). 

605. The Committee do not appreciate the statement of the Minis- 
try that "the matter has been reconsidered. No further action can be 
taken in the matter". They would like the Ministry to elucidate 
why no further action could be taken against the delinquent officials 
who were guilty of serious lapses amounting to culpable negligence. 
S. No. 3 oj Appendix XI-Measures to ensure proper upkeep of the 

accounts and property registers. etc. (para 8 of the 24th Report) 
606. The Committee feel that this important work was not being 

attended to pending decision of the issue between the two Ministries. 
They would urge that the matter should be expedited and a report 
regarding the completion of the registers of immovable Government 
property submitted to them. 

S .  No. 4 of Appendix XI-Recovery of loans from the displaced 
persons-(para 1 1  of the 24th Report) 

607. The Committee are surprised that finalisation of the note was 
held up due to concerned official, having gone on leave. They 
deprecate the delay in the submission of the requisite progress report 
to them, and feel that the notes received were most unsatisfactory and 
are indicative of indifferent attention to the recommendation of the 
P.A.C. They view with concern the delay in this case which amounts 
to negligence on the part of the officiab concerned and the compla- 
cence with which the matter was being reviewed by the Ministry. 
The Committee would like to bring this to the notice of Parliament. 

The Committee would like to be apprised of the progms made 
in flnalising the remaining 2,000 a c m t s .  



S. No. 8 of Appendix XI-Delay in reco~istructing the accounts in 
the office of the Hozising and Rent Oficrr (para 19 of the 24th 
Rwm 

608, The Committee would await a further report in the matter. 

MINISTRY OF FOOD & AGRICULTURE (DEPARTMENT O F  
AGRICULTURE) 

S. No. 7 of Appendix XI-working of the Delhi Milk Supply Scheme 
. (Para 17 of 24th Report) 

609. The Committee now understand that Financial Review and the 
accounts of the Scheme for five months of its functioning during 
1959-60 will be prepared along with the accounts for 1960-61. 

MINISTRY OF  HOME AFFAIRS 
S. No. 20 of Appendix I-Loss of oflicial papers 

610. No comments. 

S. No. 21 of Appendix I-Overdrawal of large sums of money bz~ 
altering the amounts in the cheqlbes ill the Rationing and Civil 
Supplies Departnze?tt. 

611. The Committee would await the final outcome of this case. 

MINISTRY OF EDUCATION 

S. No. 10-Appendix I--Opening of current accounts by the Director 
Women's Section (Social Welfare and Rehabilitation Directorate) 

612. Further report awaited. 

S. No. 5 of Appendix XI-Recovery a d  remission of Educational 
Loans advanced to displaced students from West Pakistan- 

, completion of personal ledger accounts, etc. (Para .I2 of 24th 
Report). 

613. Further report awaited. 

MINISTRY O F  TRANSPORT & COMMUNICATIONS 
(DEPARTMENT OF TRANSPORT) 

S. No. 16(i) of Appendix I-Rules for the accounting of Motor 
Vehicles and taxation receipts, etc. 

614. The promised report on the working of the new system of 
accounting of motor vehicles and taxation receipts, etc, would be 
awaited. 
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S. No. 6 of Appenduc XI-Departmental p l o c ~ d b g a  ogainrt tb 

delinquent 0ipiciaZ.s respud&& for the iweguladzh in the 
a c m n t a  of Motor Vehicle Licences, etc. (para 16 of 24th Repwt). 

615. The Ministry's report in the matter would be awaited. 

TWELFTH REPORT 
1958-59 

(HIMACHAL PRADESH ADMINISTRATION) 
VOL. I-APPENDIX 

Ministry of Home Affairs 
S. No. 1 ( para 3 of the Report) -Regularisation of excesses. 

616. No comments. 
S. No. 2 ( i ) ,  para 5 of the Report-Obtaining Supplementary Grants. 

617. N o  comments. 

S. No. 2(ii)-para 5 of the Report-Regularisation of excesses. 
618. No comments. 

8. No. 3, para 9 of the Report-Budgeting & Control over expenditure. 
619. No comments. 

S. No. G P a r a  10 (i) of the Report-Voting unnecessary supplies. 
620. No comments. 

S. No. C P a r a  10(ii) of the Report-Provision of funds for schemes 
prematurely. 
621. No comments. 

S. No. 6, para lO(iii) of the Report-Need for planning in advance. 
622. No comments. 

S. No. 7-para 10(iv) of the Repcwt-Lack of proper coordination 
between the Departments. 

823. No comments. 
S. No. 8(i)-para 12 of the Report-Delay in &timing of funds. 

624. No comments. 
S. No. 8(ii)-para 13 of the Reprt-Continued appointment of an 

oficer for 4 years without referring the matter to UPSC. 
625. No comments. 
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S. No. 8(iii)-para 14 of the Rgart-WitMrawaZ of funds from the 

treasury in advance of actual requirements. 
626. No comments. 

S. No. +Para 15 of the Report--Overpayment of Grants-in-aid. 
627. No comments. 

S. No. l I I P a r a  17 of the Report-Capital outby on improvement 
of Public Healt h-National Water Supply and Sanitation 
Schemes. 

628. Further report awaited. 

S. No. 11-Para 18 of the Report-Withdrawal of money to avoid 
lapse of grant. 

629. No comments. 

S. No. 12-Para 19 of the Report-Remission of Audit fees-Amalga- 
mation of Co-operative Societies not economically swnd. 

630. No comments. 

S. No. 13 (i)-Para 23 of the Report-Cooperative credit-Recovery 
of outstanding dues-Rs. 8,68,466. 

631. The Committee desire that all out efforts should be made to 
recover the outsta~ding dues. They would await a further report in 
the matter. 

S. No. 13 (ii)-Para 24 of the Report-Co-ope.rative credit-Providing 
cheap credit to the Agriculturists. 

632. The Committee would reiterate the need to provide the agri- 
culturist with cheap credit. They would await a further report in - 
this regard. 

S. No. 14--Para 26 of the Repovt-Co-operative Enquiry Committee. 

633. No comments. 

634. No comments. 

S. No. 1 W a r a  30 of the Report-Land Revenue 

635. No comments. 



S. Nor. 17(i)  to (iu)-Paracr 31 to 33 of thc Report?Store Acmu& of 
State Stamps. 

636. No comments. 

S. No. l&Paru 34 of the Report-Execution of  work without mnc- 
tioned estinwtes. 

6'37. No comments. 

S.  No. 19-Para 35 of the Report-Stores Accounts and Stock veri- 
fication. 

638. Further .report awaited. 

S .  hru. 20--Pnw 36 of the Rcpor-1-Store Accounting in PWD. 

639. Further report awaitcd. 

S. No. 21-Pa1~1 37 o f  the Report-Excess over reserve linrit of stocks. 
6.10. NoYomments.  

S, No. 22-Pa rn 38 of 1 he Reporf -Losses in Transport Department. 

641. No comments. 

S.  No. 23-Partr 39 of the Report-Reiized~al liteusures to prevent 
- lorses of cnsh hy theft i n  the Transport Department (Regio~tal  

& Bookiilg ofti'ces) . 
642. No comments. 

S. No. 24-Para 11 of the Report-Ul~realised Forest Revenue. 

643. No comments. 

S .  No. 25-Para 42 of the  RePo;.[-Losses in the  Forest Department- 
Disciplinary aspect of the case. 

644. No comments. 

S .  No. 26(a)-Para 43 of the Report-Recove?y of Rs. 5.10,6761- from 
tfre Punjab Government. 

645. Further report awaited. 

S. No. 26(b)-Para. 43 of the Report-Recovery from Raja Saheb 
of Bushuhar. 

- 646. No comments. 



S. No. 26(c)-Para 43 of the R*--Recovery of Rs. 4,73,876.36 nP. 
fwm M/a. Mangd Ram Roshan La2 Kuthiala. 

647. Further report awaited. 

S. No. 26(d)-Para 43 of the Report-Recovery of Rs. 2,45,63@.31 nP. 
from M / s .  Spedding Dinga Singh & Co. 

648. Further report awaited. 

S. No. 26(e)-Para 43 of the  Report-Rrcovery of Rs. 3,38,023.27 nP. 
from purchasers of forest produce a ttd contractors on account of 
advance given to  t h e m  for zoorking of forests during premerger 
period. 

649. Further report awaited. 

S.  No. 27-Para 44 of t h e  Report-Exploiti,ng the  fvrest departmen- 
tally. 

650. No comments. 

S. Nos. 28( i )  and (ii)--Paras 45-46 of tlte: Report-Grants-in-Ai.d. 
651. No comments. 

S.  Nos. 30 to 32-Pnrns 50 t o  52 of the  Report-Rilaspzir Commercial 
Corporation. 

652. No comments. 

S. No. 33-Para 54 of the  Report-Hinlnchal Pradesh Transport Ser- 
vice-Revieu? of working. 

653. No comments. 

S.  No. 34--Para 55(ii)  of the Report-Uimachal Pradesh Transport 
Service-Depreciation reserve Fund. 
654. Further report awaited. 

S. Nos. 35 (2) to (iii)-Para 56 of the  Report-Himachal Pradesh 
Transport Service. 

655. No comments. 

S. No. 36-Para 57 o f  the  Report-Himachal Pradesh Transport Ser- 
vice. 

656. No comments. 

S. No. 37-Para 58 of t h e  Report-Kulu Val ley  Transport ( P )  Lid., 
Mandi. 

657. No comments. 



S. No, 38(i)-Para Sl of the Report-Rosin and Tu~pentim Frrctory, 
Nahan-Final outcome of the Arbitration pmceedings. 

658. Further report awaited. 
S. No. 38(ii)-Para 59 of the Report and S. Nos. 39-40-Paras 80-61 of  

the Report-Rosin and Turpentine Factory, N a h .  
659. No comments. 

MINISTRY OF FlNANCE 
S. No. 39-Para 48 of the Report-Debt. position-Terms and condi- 

tions of repayment of loans and rate of interest. 
660. No comments. 

VOL. 11-APPENDIX I 

RllNISTRY OF HOME AFFAIRS 
S. No. 12-Para 17 of the Second Report of H. P. PAC (195556)- 

Deplay in refunding the amount into the treasury. 
661. N comments. 

S. No. 15-Para 20 of the Second Report H.P. PAC (1955-56) Progress 
in the Recovery of old outstandings-Industries Department. 

662. Further report awaited. 

MINISTRY OF EXTERNAL AFFAIRS 

EIGHTEENTH REPORT (SECOND LOK SABHA) VOL. I AP- 
PENDIX I 

S. No. 26, para 47-Statement showing grants and expenditure relat- 
ing to each Embassy, High Commission and other Legations, 
Comltates, etc. for the year 1955-56. 

663. No comments. 

EIGHTEENTH =PORT (SECOND LOK SABHA) ,VOL. I1 

S. No.  25, para 69 of the Seventh Report4zdministration of the 
scheme of Assistance. 

664. The Committee desire that a target date for finalisation of the 
work should be fixed and progress of recovery reported periodically 
to Audit. 



TWENTY-Fl[FTH REPORT (SECOND LOK SABHA) VOL. I 
APPENDIX I 

.S. No. 5, para 11 (6)-Budgeting and Control over expenditure. 
665. The Committee desire that a suitable procedure to ensure 

that the debits in respect of supplies and services are adjusted in the 
.accounts expeditiously, should be devised at an early date. 

TWENTY-FIFTH REPORT (SECOND LOK SABHA), VOL. I1 
APPENDIX I 

S. Nos. 10-11, paras 17-18-Avoidable expenditure. 
666. No comments. 

.S. No. 1 G p a r a  %I-lnfwtuous expenditure. 
667. No comments. 

.S. No. 13--para %Waiver of recovery. 
668. The Committee regret to note that responsibility for over- 

{payment of the Foreign Allowance could not be fixed due to belated 
.consideration of the question. 

.S. No. 14--para 26--Premature expenditure on the proposed con- 
struction of a residence for the Head of a Mission. 

669. The Committee may be informed of further developments in 
the utilisation of the land in due course. 

.S. No. 41, para 75-Purchase of prqer ty  and lease hold lands in 
foreign countries. 

670. The Committee desire that final action taken in the matter 
.may be communicated to  them at an early date. 

MINISTRY OF LAW 

EIGHTEENTH REPORT (SECOND LOK SABHA), VOL. I 
APPENDIX I 

.S. No. 91, para 127-Safeguarding clauses in contracts. 
671. Consideration dderred. 

S. No. 92, para 128-Safeguarding in contracts. 
672. No comments. 

zO50 (Aii) rs-10. 



290 
MINISTRY OF INFORMATION AND BROADCASflING 

EIGHTEENTH REPORT (SECOND LOK SABHA) VOL. I 

S. Nos. 83-84-paras 119-120-A1 l India Radio-Financial Review b y  
the Director G e w a l .  

673. (i) The Committee desire that the proforma accounts should 
be so drawn up in future as to present a realistic statement of the 
services for which the A.I.R. gets a return. They find that thFdeficit 
as worked out is still considerable. This should be progressively 
reducd 

(ii) See para 71 of the Twenty-fifth Report (Second Lok Sabha) 
Vol. 11. . 

(iii) No comments. 

(iv) The Committee would watch the effect of the steps taken fo r  
reducing the loss on radio publications. 

TWENTY-FIFTH REPORT (SECOND LOK SABHA) VOL. 11 
APPENDIX I 

S. No. 79, Para 1 15--Contract without formal agreement. 

674. Consideration deferred. 

S. No. 80, para 116-Contract without formal agreement. 

675. No comments. 

S. No. 81, para 117-Losses, writes of 

676. No comments. 

S. N .  82, para 118-Physical verification of consumable stores at A.I.R. 
stations, Hyderabad and Aurangabad. 

677. No comments. 

S. No. 85, F a  121-Anti-piracy campaip.  

678. No comments. 

EIGHTHEENTH REPORT (SECOND LOK SABHA), VOL. IP 
APPENDIX I 

S. No. 103-para 194 of the Seventh Report--Radio Publicutiims 

679. See remarks against Item No. 1 (iv) a w e .  



+ TWENTY-FIFTH REPORT (SECOND LOK SABHA) VOL. n 
APPENDIX 1 

S. No. 104,-para 195 of the Seventh Report-Commetciolisation of 
the acoounts of A.I.R. 

680. The Committee feel that review of the AIR by the S.R.UA is 
taking a long time. They would urge the need for expedition 
in introducing economy measures to bring down the deficit in the 
working of the A.T.R. Services. 

S.  No. 39, para 71-A.1.R.-Financial Revi,eto b y  the Director General. 

681. No comments. 

Para 334--Constitution of the radio programme Advisory Committees 
for various statians. 

682. No comments. 

Suggestion for the disco~ttinuunce of the inclusion of the financial 
stock-taking repmt of the Calcutta Tekphone Automatisation 
Project in the D.G9s. Financial Review-Memorandum No. IX- 
para 62 of 10th Report (1st Lok Sabha.) 

683. The Committee considered the above Memorandum and agre- 
ed to the request of the D.G., P & T. that as the work on the Calcutta 
Telephone Automatisation Project had almost been completed, the 
inclusion of the financial stock-taking Report of the Project in the 
D.G.'s Annual Financial Review of the P. & T. Department, publish- 
ed with the Appropriation Accounts of the Department, may be 
discontinued. 

The Committee also directed that their decision may be commu- 
nicated to the D.G.P. & T.  

684. The Committee then adjournment till 14.30 hours on Monday 
the 4th December, 1961. 



P- of the Thirty-third sitting of tbe Public Acce~ab 
Commttba held on Itroadry, tbe 12th Daccmher, 1961. 

88fS. The Committee sat from 15.00 to 16.45 hours. 

PRESENT 

Shri C. R. Pattabhi Raman-Chrrimn. 

2 Shri Rohan La1 Chautrvedi 
3. Shri Aurobinda Ghosal. 
4. Shri Hem Ftaj 
5. Shri R. S. Kiledar 
6. Shri G. K. Manay 
7. Dr. Pmhupati Mandal 
8. Dr. N. C. Samantsinhar 
9. Dr. G. S. Melkote 

10. Pandit Dwarka Nath Tiwary 
11. Shri Ramji Verma 
12. Dr. Shrimati Seeta Parmanand 
13. Shri Mulka Govinda Reddy. 

Shri G. Swaminathan, AddL Dy. Comptroller & Auditor 
GeneraL 

Shri P. V. R. Rao, Accountant General, Central Revenues. 
Shri P. K. Rau, Director of Audit, F.R.S.C.S. & M. 
Shri P. K. Sen, Directm of Commercial Audit. 

Shri V. Subbaramanian-Deputy Secretary. 
Shri Y. P. Passi-Under Secretcrry. 

686. The Committee took up consideration of the statements 
showing action taken or proposed to be taken on the outstanding 
recommendations by the Ministries of Information & Broadcasting, 
Finance, Food & Agriculture and Transport & Coznmunfcatians. They 

'\ 

made the following observations against the various Item 



IKImSmY OF INFORMATION & BROADCASTING 
EIGHTEENTH REPORT, VOL. I 

APPENDIX I 
S. No. 79, pcuro IlCrcmtract without agreement 

687. The Committee were not satisfled with the findings of the 
Enquiry Committee. They were surprised to note the observation 
that it is nothing unusual where a tender has been accepted to allow 
the contract to become operative, even before a formal agreement 
is executed. The Committee noted that the notice inviting tenders 
did not stipulate any absolute date by which the cash security had 
to be tendered, and even the text of the agreement as approved and 
sent for execution did not stipulate that the deposit should have 
been made at the time of execution. This, the Committee felt, wan 
an omission on the part of the Ministry. They also felt that Anali- 
sation of the text of the agreement was unduly delayed. In view 
of the fact that the firm in question was not in existence till 1950 
and nothing was known about its standing or Anancia1 resources, 
the Committee desired to reiterate their observation that the Min- 
istry had not proceeded with caution in the matter. 

MINISTRY OF FOOD & AGRICULTURE 
(DEPARTMENT OF AGRICULTURE) 
EIGHTEENTH REPORT, VOLUME I1 

APPENDIX I 
S. No. 95, para 186 of Seventh Report-Profit and Loss Account of 

Forest Department, Andanran and Nicobar Iskmds 
688. No comments. 

EIGHTEENTH REPORT, VOLUME I 
APPENDIX I 

S. No. 5, para l2(b)-Budgetary controt 
689. No comments. 

S. No. 55, para 89-Payment of  grants-in-aid in excess of require- 
ments. 
W. No comments. 

S. No, 56, para S P a y n e n t  of grants-in-aid in excess of requirements 
691. The Gomrnittee would watch the working of the alternative 

procedure. 



S. No. 57-pato 81-Palyment of qran&-ir)cQid in excc#r of v i r c -  
mcnk 

692. The same as against item No. I above. 

S. No. 58, para 92-C.T.O,--Gattmmeht Capital Acco~.ntr 

693. The Committee desired that the remaining work of fecODd- 
h t i o n  should be completed at an early date. 

S. No. 59, para 9LTransfer to the Fwnd f w  the benejlt of Cotton 
&010et8 

694. No comments. 

S. No. 61, para 95-Unnecessary purchase of mhinery  

695. No comments. 

S. No. 62, para 96-Disposal of non-tractor parts not required for 
w e  in the C.T.O. 

696. No comments. 

DEPARTMENT OF FOOD 

S. No. 66, para 102-Trading loss on sale of rice 
697. No comments. 

S. No. 67, para 103--Outstanding Advances 
698. The Committee regretted to note that even after a lapse of 

more than two years since the matter was reported on by the PA.C. 
(195849) the accounts rendered are still not complete. 

S.  No. 68, para 104-Loss on the purchase of condensed Milk 
699. The Committee felt that the submission of the note had 

been inordinately delayed. They desired that it should be furnished 
to them without further delay. 

S. No. 75, pcrm Ill-Forest Departnzent, Andammu 

700. See paras 8990 of the report. 
DEPARTMENT OF AGRICULTURE 

TWENTY-FIFTH REPORT, VOLUME I 
APPENDIX I 

S. No. 6, para 11 (c)-Bu~@tay) control 
701. No comments. 



TWENTY-FIFTH REPORT-VOLUME II 
APPENDIX I 

S. Nos. 15-17, paras 28, 29, 31-De&y in execution of o schemc. 

702 The Committee would like to watch further progress and the 
results achieved. 

S. Nos. 18-19, paras 34-35-Non-recovery of dues 

703. See paras 89-90 of the Report. 

S. No. 20, para 38-Avoidable extra expenditure due t o  diversion of 
a vessel from Vishakhapatnam t o  Kakimda. 

704. The Committee desired that the submission of the note 
should be expedited by the Ministry of W. H. & S. 

DEPARTMENT OF FOOD 

S. No. 21, para 4LLoss  due to nondelivery of $godgrains by a trans- 
port contractor. 

705. The Committee may be informed of (i) action taken against 
the officials concerned and (ii) whether the decretal amount has 
been recovered. See also para 8 (Introd.) of the report. 

S. No. 22, para 43-Avoidable extra expenditure on the chartering 
of vessek 

706. No comments. 
/ 

S. No. 23, para 45-Unprofitable outlay on Buhler Grain Discharg- 
ing Plant 

707. The Committee understood from Audit that the plant had 
been shifted to Kandla. They would like to know whether it was 
working satisfactorily . 
S. No, 24, para 48-Loss due to belated diversion of food shipment. 

708. No comments. 
S. Nos. 26-27, paras 52-53-Non-recovery in full of contractual due8 

ftmn four P m .  
709. No comments. 

S. No, 28, pam 55--fiofomna Accounts of imported foo$gratw 
710. No comments. I 



711. The Committee desired that the action taken in the matter- 
should be communicated to them at an early date. 

MINISTRY OF FINANCE 

APPENDIX I 
S.  No. 39, para 88 of 7 th  Report-Taxes on Income including Cotpo- 

ration Tax 
712. The Committee would watch the progress made in the reali- 

sation of outstanding demands cf income tax through future Audit 
Reports. 

S. No. 40, para 92 of 7th Report-Consumable stores at Alipur Mint 

713. No comments. 

S. No. 41, para 95 of 7th. Report-Physical verification of the Balance- 
of stores 

714. No comments. 

EIGHTEENTH REPORT, VOL. I 

APPENDIX I 

S. No, 1 ,  para 4,  (1ntrod.)-Budgetary Control. 
715. No comrncnts. 

S. N .  2, para 5 (11ttrod.)--Budgetary Co~~lro l .  
716. No comments. 

S. No. 3, para 11-Budgetaqj Control 

717. No comments. 

S. No. 4-para 12-Matching Grants to  States 

718. No comments. 

S. Nos. 27--30, paras 4-Loss in the working of the Bank 

719. The Committee desired that the submission of the requisite 
aote should be expedited. 



S. No. 31-a 54 (i)--Grant of htcrrest free ious by Goummer)t. 
to TfSCO and IISCO. 

720. No comments. See para 171 of the Report, Part I. 

Para 54(ii)-Practice of allowing a pa-hd of moratorium to new 
units. 

The submission of the note should be expedited. 

S. No. 32, para 56YSundry Debtors 
721. The submission of the note should bc expedited. 

S. No. 33, para 57-Revietc of Stores and capital outlay position at 
Alipore Mint. 

722. The submission of the note should be expedited. 

S. No. 34, para 59-Erroneous drawal of commission by authorised' 
agents for the sale of National Savings, Nati~nal  Plan Certifh 
cates. 

723. The Committee would like to h o w  the results of efforts 
being made to recover the amount from the sureties. 

S. No. 35, para GO-Audit of Income-tax receipts 
724. No comments. 

S. No. 36, para 61-Measures taken to check the evasion of immae- 
tax 

725. No comments. 
S. No. 37, para 62-Income-tax cases 

726. No comments. 
S. No. 38, para 63-Clearance of outstanding Audit objectforrr. 

727. No comments. 
S. No. 39, para 64-Purchase of chancery buikiing 

728. No comments. 
S. No. 40, para 65-Control over grantsided bodies 

729. The Committee felt that when Government placed large 
amount at the disposal of Ad Hoc bodies, whether registered or not, 
they should see that the bodies were equipped with proper rnachf- 
nery for implementation of the schemes and for proper accounting. 
for the expenditure. If they were unable to procure the &ces afl 



.qualfded personnel from the open market, Government should lend * 
the cervices of such personnel to them. 

.S. No. 60, pura 94-Wasteful expenditure on air frefght 
730. No comments. 

.Para 389--0pium Factory, GazipulLStote Acawnt 

731. No comments. 

TWENTY-FIFI'H REPORT, VOLUME I 
APPENDIX I 

.S. No. 1, para 6 (Introd.) -Budgetary Control 
732. No comments. 

S. No. 2, para 2-Bwlgetaq  Control 

733. No comments. 

S. No. 3, paras 6 & 7-Budgetary Control 
734. N o  comments. 

.S. No. 4, para 9--Budgetarg Control 

735. No comments. 

S. Nos. 29-30, paras 35-36-Extra expenditure incurred due to delay 
in the erection and installation of a silver refinery plant 

736. The Committee viewed the delay in the submission of the 
information with concern. They desire that the submission of notes 
should be expedited. 
.S. No. 31, Para 37-Loss due to shortage of metal in a Mint 

737. The requisite information should be furnished without delay. 

.S. No. 32, Para W u r a n t e e s  given by  the Central Governmeet 

738. No c<rmmaIts. 

.S. No. 33, P a a  3s-Outsltarnding demands of income-tax revenue 

739. See remarks against item No. 1 under 18th Report, Vol. I, 
U above. 

;S. No. 34, Para 4CLCkarance o f  outstanding objections. 
740. No comments. 



8. No. 35, Para 4 1 - P a w  of tuivducmces by Government to Private 
h, Pubtic Undertakings, etc. 

741. No ammmts. 

MINISTRY OF TRANSPORT & COMMUNICATIONS 

(DEPARTMENT OF TRANSPORT) 
15th REPORT (1954-55) 

Scheme for the purchase and constncction of Lighters (Group Head 
EE)-Para 66 

742. Further developments should be reported to the Committee. 

7TH REPORT (1957-58) 

Jnfiuctw expenditure on account of demurrage pay able itm respect 
of Bhilai Steel Plant Imports-Para 213 

743. No comments. 

Submission to Parliament of the Audit Report relating to various 
Port Trusts-Para 230 

744. The Committee desired that being important instrument of 
Parliamentary Control, the Audit Reports on Port Trusts should be 
laid before Parliament. 

Hindustan Shiward Ltd.-Defective Construction of certain ships- 
Para 233 of 7th Report (1957-58), Para 150 of 18th Report (1958- 
59) and Paras 83 and 84 of 25th Report Vol. 11 (195940). 

745. No comments. 

Overdrafi with the State Bank-Para 235 of 7 t h  Repart 
746. No comments. 

l8TH REPORT (1958-59) 
Delay in the execution of Uu colttracts for uesseLPa7a 148 

747. No comments. 

Hindustan fiipgard Ltd.-Losses in the Shipyard-Para 147 
748. No cornm~~~b.  

Un&isf&ctory Method of fi;cing pricea--Para 146 
749. No comments. 



25th Rtpwt-Vol. 11 (195930)-hs due to belated dioer8ion of  
food shipment-Pm 49 

Irregularities noticed in the Accounts of a Tourist Ofice-Paras 74- 
76 

752. Para 74(i). Further developments should be reported to the 
Committee. - 

(ii) & ( i i i ) .  No comments. 

Para 75 
753. No comments. 

Para 76 
754. Further report might be awaited. 

Condmction of an oil jetty-Para 79 

755. No comments. 
Excess payment to a contractor-Para 81 

756. Further developments might be reported to the Committee. 
DEPARTMENT OF COMMUNICATIONS AND CIVIL AVIATION 
Atecoverieg from the Chinese (KMT)--Govenzment-Para 227 of 

7th Report (1957-58). 
787. A note fruan the Ministry might be awaited. 

EIGHTEENTH REPORT (1958-59) 

Non-recotrerfl of insurance value of aircraft loaned to a flying club-- 
Para 142 

758. A note from the Ministry might be awaited. 
Air India Internatiomzl Corpordion-Bad and doubtfill . debts- 

Pomr 199 
759. No comments. 
Regulation for o@ers and employees of the Corporation not pres- 

cribed-Para 144 
760. No comments. 



Avoidable Zoss of Rs. 4 Irrkhs-Para 145 

TWENTY-FIFTH REPORT (1959-60) 
Losses, wtites 08, etc-Para 86 

762. The Committee felt that in the light of the information 
given by the Ministry of Transport & Communications the earlier 
stand taken by the Ministry of R. H. & S. that "the loss was n d  due 
to defective or unsatisfactory storage condition" was not justified. 
Jnfructuous expenditure on Watch and Ward and non-recouety of 

ground rent-Para 89 

763. The Committee wme not satisfied with this explanation. They 
consided it obvious that there was no urgency for the purchase 
of the buildings which remained unutilised for over six years and 
then demolished. They would like to be informed of the reasons for 
,delay in preparation of the survey report. 

Paras 91-108 of 25th Report, VoE. 11 

764. The Committee deprecated the delay on the part of the 
Department in furnishing notes on the above-mentioned paras. They 
desired that this should be commented upon in the introduction to 
$heir report. 

765. The Committee then adjourned. 



Proeecdfw of the 34tb Sitting of tbe Publie Accounts Committee 
held on Wednday, tho 13th Deeemba, 1961. 

766. The Committee sat from 15.00 to 16.00 hours. 

PRESENT 

Shri C. R. Pattabhi Raman-Chairman. 

2. Shri Rohan La1 Chaturvedi 
3. Shri Aurobindo Ghosal 
4. Shri Hem Raj 
5. Shri S. A. Matin 
6. Dr. G. S. Melkote 
7. Dr. N. C. Samantsinhar 
8. Shri Ramji Vema 
9. Dr. Shrimati Seeta Parmanand 

10. Shri Mulka Govinda Reddy 
11. Shri Rajeshwar Prasad Narain Sinha 
12. Shri Jai Narain Vyas 

Shri G. Swaminathan, Addl. Dy. Comptroller & Auditor 
General. 

Shri P, V. R. Rao, Accountaet General, Central Revenues. 
Shri P. K. Sen, Director of Cornwrciul Audit. 

Shri V. Subramanian-Deputy Secretary. 
Shri Y. P. Passi-Under Secretary. 

767. The Comrnit%ee took up for consideration statemeats of out- 
standing recommendations relating to the Industrial Finance 
corporation, Rehabilitaticm Finance Administration and Ministry of 
F'inance (item relating to New Service). 



MINISTRY OF FINANCE 

EIGHTEENTH REPORT, VOL. I1 
(APPENDIX I) 

S. No. 46, Paras 110-111 of the 7th Report-Regularization of expen-- 
diture incurred without approval of Parliament or State Legis- 
lcrtute on an item adjudged as 'New Service' a f t a  the close of 
the year. 

768. The Committee considered the Memorandum prepared by 
this Secretariat on the subject and agreed that the only way to re- 
gularise the default in question was to move a resolution in the 
Hause explaining the circumstances of the case and getting its re- 
trospective approval to the money spent on such item. The Com- 
mittee desired that a separate paragraph on the lines indicated in: 
the Memo. should be incorporated in the Report proper. 

Industrial Finance Corporation 

S. No. 59-Para 137, 7th R e p o r t G r a n t  of excessive pay to  the Cor- 
poraticm's employees posted to the loanee companies. 

769. The Committee regret to note that there had been undue 
delay in finalising the st& regulations of the I.F.C. which are under 
consideration of the Corporation for the last four years. They would 
like to be informed of the action taken by the Ministry of Finance 
to ensure expeditious compliance with the recommendation olf the  
Committee. Further, the fact that the staff regulations as a whole 
are pending finalisation should not hold up unduly a decision on 
the recommendations made by the P.A.C. on a specific isme namely 
fixation of ceiling in respect of pay granted to Corporation's em- 
ployees posted to loanee companies. 
S. No. 62-Para 142, Perce)ttage of establishment charges of the 

I.F.C.' 
770. (i). No comments. .. 

Eighteenth Report (Second Lok Sabhu)-Vol. I ,  App. I ,  S.  1Vos.. 
49--54, Paras 79 -87  

V O W .  No comments. 

Rehabilitation Finance Administration 
Eighteenth Report (Second Lok Sabhu)-Vol. I, App. I ,  S. Nos- 

41-43-Paras 66-71 

TM). (iii) No comments. 



3. No. 44, Para 73-Loans advanced in spite of adverse reports by  
the local authofitieu/State Gvvernrnent or Field S w  

771. The Cammittee are not satidid with the explanations fur- 
nished by the Ministry in this case. In their opinion, by sanctionfng 
loans in disregard of the advice given by local authoritiesltheir 
.own fkld staff, the Administration had failed to safeguard the In- 
tarests of the Exchequer. 
:S. No. 45, Para 75, Omission to incmpmate important ternas and con- 

ditions in the letters of sanction of loam 
772. No comments. 

:S. No. %Para 76Irregularities in the admimistration of loans and 
recovery proceedings 

773. (i) No comments. 
(ii) The Committee approved a draft para prepared in this case 

.for incorporation in the main body of the Report. 

.S. No. 47-Para 77-Under-charge of rent from ofacers of R.F.A. 

774. The Committee note that the Ministry of Works, Housing and 
.Supply have issued standing instructions in the matter and have also 
asked the other Ministries concerned to implement them in regard 
to accommodation under their administrative control. It is left to 
.that Ministry to ensure that the instructions of Government are duly 
followed by all concerned. 

S. No. 48-Para WProvision for bad and doubtful debts 
775. No comments. 

. P a m  42-43 of 25th Report (Second Lok Sabha) 
776. No comments. 

777. The Committee then adjourned till 16.00 hours on Thursclav, 
&he 14th December, 1961. 



Proceedings of the 39th Sitting of the Public Accounts Committee 
held on Friday, the 9th March, 1962. 

778. The Committee sat from 10.30 to 11.30 hours. . PRESENT 
Dr. Shrimati Seeta Parmanand-Chai-n 

2. Shri Rohan La1 Chaturvedi 
3. Shri Aurobindo Ghosal 
4. Shri G. K. Manay 
5. Shri S. A. Matin 
6. Shri l rushot tamdas  R. Patel 
7. Pandit Dwarka Nath Tiwary 
8. Shri Rarnji Verrna 
9. Shri Lalji Pendse 

10. Shri Rajeshwar Prasad Narain Sinha 
11. Shri Jai Narain Vyas. 

Shri G. Swamlnathan. Addl. Dy. Comptrolter and Atiditor 
General (R) .  

Shri P. V. R. Rao, Accountant General, Central Revenues. 
Shri P. K. Sen, Directer of Commercial Audit. 
Shri P. K. Rau, Director of Audi.t, FRSCS & M. 

Shri V. Subramanian-Deputy Secretary. 

779. In the absence of Shri C. R. Pattabhi Raman, Chairman, 
Public Accounts Committee, the members of the Committee present 
chose Dr. Shrimati Seeta Parmanand to act as Chairman fa r  the sit- 
ting of the Committee in accordance with Rule 258(3) of the Rules 
of Procedure and Conduct of Business in Lok Sabha. 

MINISTRY OF HEALTH 

statement of Outstanding Recommendati,ons retating to the Minfstrt, 
of Health 

780. The Committee took up consideration of the above-rnentjmed 
statement and offered the following comments. 

305 
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306 
EIOTNEENTH REPORT (SECOND t O K  SABHA) 

Overbudgeting-Pma 13 (d) 

781. (i) Grants for medical purposes-No comments. 
(if) All India Medical Institute-No comments. 
(if i) Family P2unning.-The Cornmi t tee decided to watch the 

working of the revised procedure for Pving of grants to State Gov- 
ernments. 

National Water Supply and Sanitation Programme-Para 105 
782. N o  comments. 

Financial results of the manufacture of vaccines and sera at the 
Central Research Institute, Kasauli-Para 106 

783. No comments. 

Commercialisation of the Accounts of the Central Research Institute, 
KorsaulGPara 107 of 18th Report ~ n d  Para 681 of the 34th Repcrrt 
(Second Lok Sabha) -Part I 1  

784. The Committee regretted the delay in the commercialisation 
of the Accounts of the Institute and desired that the matter should 
be Analised without further delay. . 

Financial review of the working of the Medical Store Depots and 
Factories-Para 108 

785. The Committee decided to await the Report of the Mudaliar 
Committee and the action taken thereon by Government. 

Eviction of a tena* from the premises of the Medical Stores Depot, 
Bombay-Para 109 

786. The Committee desired to be apprised of further develop- 
ments in the matter. 

Twenty-fifth Report (Second Lok Sabha)-Vol. I-Overbudgeting 
-Para 11 (e) 

787. The requisite information is still awaited. 

Absence of coordination in the Building Project of the All India 
Institute of Medical Sciences-Para 44 

788. No comments. 
Para 46- 



Property not handed wer to the Institute-Para 46 
790. The Committee were concerned to note that as many as 93 

quartass sf the Institute were still in occupation of the non-Institute 
employees. They desired that effective steps should be taken by 
Government to get these quarters vacated and handed over to the 
Institute. 

lttfructuous expenditure on hire of trucks-Para 50 
791. The requisite information is still awaited. 

Avoidable payment of interest charges-Para 52 
792. The Committee offered the following comments: 

"The Committee are not happy over the manner the Delhi Ad- 
ministration and the Deputy Commissioner's Office had 
acted in this case. After requesting the Central Ministry 
of Health for expenditure sanction in July, 1954, the Ad- 
ministration did not bother to know the outcome of their 
request for about three years till the matter was pressed 
by the landowner. Nor did the Deputy Commissioner's 
Wee with whom the matter was continuously, pursued 
by the claimant keep any track of its request made in 
April 1954. The plea of over-work in the Deputy Com- 
missioner's Office advanced by the Ministry for the above 
lapse is hardly tenable." 

793. The Committee desired to be informed of the decision of the 
Ministry of Food and Agriculture in due course regarding the addi- 
tion of a proviso to section 34 of the Land Acquisition A d  to the 
effect that interest will not be payable where the person claiming 
interest had been guilty of any default or negligence. 

794. The Committee then adjourned to meet again at 15.M h m  
rm Monday, the 12th March, 1962. 



Proediagr of the 40th Sitting of the Public Accounts Committee 
held on Monday, the l2tb Marcb, 1962. 

795. The Committee sat from 15.00 to 16.25 hours. 

PRESENT 

Shri C. R. Pattabhi Raman--Chairman. 

2. Shri Hem Raj 
3. Dr. Pashupati Mandal 
4. Dr. G. S. Mclkote 
5. Shri Purushottarndas R. Patel 
6. Pandit Dwarka Nath Tiwary 
7. Shri K. K. Warior 
8. Dr. Shrimati Seeta Parmanand 
9. Shri Rajeshwar Prasad Narain Sinha 

10. Shri Jai  Narain Vyas 
* ~ h r i  G. Swaminathan. Addiitonal Deputy Comptroller and 

Auditor General. 
Shri P. V. R. Rao, Accountant General. Central Revenues. 
Shri P. K. Rao, Director of Audit, Food, Rehabilitation, Sup- 

ply, Commerce, Steel and Mines. 
Shri P. K. Sen, Director of Commercial*Audit. 

Shri V. Subramanian-Deputy Secretary. 
Shri Y. P. Passi-Under Secretary. 

796. The Ccmmittee took up consideration of the Statement show- 
ing action taken or proposed to be taken on the outstanding recom- 
mendations by the Ministry of Commerce and Industry. They made 
the following observations against the various items. 

SIXTEENTH REPORT (FIRST LOK SABHA) 

1. Para Ill-Price of indigenous penicillin as compared with t b  
imported penicillin, 

797. No 'comments. 



'IWENTY-THIRD REPORT (FIRST LOK SABHA) 

2. Para 31-Purchase and Sale of Japanese Cbth Amount Recove- 
able from Mis. Bantoarilal and Co. 

798. No comments. 

EIGHTEENTH REPORT. VOL. I1 (SECOND LOK SABHA) 
3. Item 5, App. 1-40-ordinntioit Committee for Small Industries. 

799. Tho Committee would like to know the latest position in this 
regard. 

1. ltem 9, App. I-Printing o f  ! h c  paniphl.r*t ent.itled 'The New India, 
Your Market'. 

800. The Committee would like the Ministry to come to an inde- 
pendent judgment and fix responsibility on the OfRcer (s) concerned. 

5. 1t.em 11, App. 1-Adjustment ,of t h e  balance of Rs. 30,490.11 due 
from the mills. 

801. The Committee feel that the accounts should be closed. Cre- 
dits, i f  any recoived later., may be adjusted separately. 
6. 1t.om 13, App. 1-Settlement of the clainw of undivided Govern- 

ment of Bengal and t h f  old Delhi Administration. 

802. The Committee would like the Ministry to takc steps to ex- 
pedite settlement of this matter. 
7. Items 15 & 16, App. 1-Working of the National Instruments Ltd. 

803. The Committ-e would like to watch the prcgress through 
future Audit Reports. 

8. Item 17, App. I-Departmental Enquiry. 

804. No comments. 

EIGHTEENTH REPORT, VOL. I (SECOND LOK SABHA) 
8. P a r a  17 and 18 (i)-Wwking of the Silk Board 

805. The new Committee might appoint a sub-committee to go 
into the working of the Silk Bcard; 

10. Para 18(ii)-Annual Reports on the working of the autonomous 
Beards. 

806. The Committee reiterate that Annual Reports on the work- 
ing of every autonomous Board receiving non-lapsing grants from 
Government shoutd be laid on the Tables of both the Houses of Par- 
liament. 



11. Para 1 8 ( i i i ) ~ , ~ ~ t / r e v o ~ v i n g  credits to the Stater far fimncins 
variotu Schemer. 

807. No comments. 

12. Para 20-Finalisation of matters corinect ed with accounts of arb- 
sidy on production and Sale of Khadi. . 

808. The Committee are unable to accept the explanation ef the 
Ministry that the Irregularities were mainly consequential on cer- 
tain decision taken by the former Board.. . . . . as it could not be 
verified by Audit. They reiterate their earlier recommendation that 
suitable disciplinary action should be taken against the ofacials res- 
ponsible for the irregularities. They would alsc like the agreement 
form to be Analised at an eariy date. 

Q. Para 22(i)-Participation by the trade in various fairs and exhi- 
bitions. 

809. The Committee are not satisfied with the reply of the Minis- 
try that their recommendtaion has been noted. They would like to 
know whether the procedure has since been reviewed and action 
taken as a result thereof. 

14. Para 22 (ii)-Expenditure of Rs. 1 - 25 mores incurred by Govern- 
ment. 

810. The Committee are dissatisfied about the manner in which 
this case has been handled. They feel that there must be a time 
limit with regard to the closing of the accounts failing which Govern- 
ment should institute an Enquiry. 

15. Para 28-Defective Clauses of the old agreement with the Swiss 
fim. 

811. No comments. 

16. Para 31--Guaranteed purchase of American Cotton 

812. No comments. 

17. Para 32-Economic utilisation. .of perennial spring of brine at 
Maigal. 

813. The Committee would like to know further progress made in 
this regard. 

18. Para 34.-Installation of the Washery plant at Sambhar. 

814. The Committee would like to !pow the latest position in thb 
regard. 



bVENTY-FTFTH REPORT, VOL. I (SECOND LOK SABHAI 
19. Paras 14-16-Show-room at Geneva, 

815. See paras 18-20 of the Reporti 

20. Paras 17-18-Running of various emporia. 

816. (i) See para 40 cf the 34th Report (Second Lok Sabha). 
(ii) To be considered by the Committee. 
(iii) No comments. 

21. Para 19-Financial procedure followed by the Commission. 

817. The Committee would like to know whether financial regula- 
tions have been finalised by the Commission. 
22. Para 20-Operation of grants-i.n-aid bg the Commission. 

818. The Committee would like to watch the progress through 
future Audit. 

23. Para 21-Working of Coir Board 

819. No ccmments. 

24. Para 22-Loss and infructuous expenditure due to delay in the 
disposal of exhibits. 

820. No comments. 
25. Para 23--Amalgamation of the Trade Marks Registry and t M  

Patent Office. 
821. The Committee would like to know the latest position in the 

matter. 

822. The Committee then adjourned to meet again at 14.30 h o w  
on Tuesday, the 13th March, 1962. 



Proceedtmgs d the 4fit Sitting d the Public Actwants Canmittce 
held on I b s r b y ,  the 13tb March, LS$2. 

823. The Committee sat from 14.30 to 16.00 hrs. 

F'n~sluv~ 

Shri C. R. Pattabhi Raman-Chntrman. 

2. Shri Hem Raj. 
3. Dr. Pashupatj Mandal 
4. Dr. G. S. Melkotc? 
5. Shri Purushottamdas H. Patel. 
6. Dr. N. C. Samantsinhar 
7. Pandit Dwarka Nath Tiwary . 
8. Shri K.  K. Warior 
9. Dr. Shrimati Sectu Parmanand 

10. Shri Lalji Pendse 
11. Shri Rajeshwar Prasnd Narain Sinha 

Shri G. Swaminathan. Add1 Deput?/ Cotnptroller ct Auditor 
General (R)  . 

Shri P. K. Rau, Directm o j  Audit.  F.R.S.C.S. & M. 
Shri P. K. Sen, Director of Commercial Audit. 
Shri P. V. R. Rao, Accountant Gm~era 1 .  Central Revenues. 

Shri V. Subramanian--Deputy Secretnrg. 

Draft Forty-first Report 011 Excesses over Voted Grants and Charged 
Appropriations disclosed in the Appropriation Accmnts (Civil), 
1959-60. 

824. The Committee considered and approved the abcve-mention- 
ed Report subject to certain modifications here and there. . 

The Committee authorised the Chairman to present the Report to 
Lok Sabha. They also authorised Shri R. P. N. S h h a  to lay a copy of 
the Report on the Table of Rajya Sabha. 

Statement of Outstanding Recommenduttons relating to the Ministrg 
of Steel, Mines and Fwt. 

825. The Committee then took up consideration of the ~bove-  
mentioned Statement, and offered the following comments. 



SEVENTH REPORT (SECOND LOK SABHA) 
Non-realisation of s t o u - I I I ~  w a s e  d u t y  on coal and coke rrawqm-ted 

by means other t h a n  ratl---para 224 

826. No comments. 

827. The Commi:tcc dcs~rec' that t h r  matter should be Analiseu at 
an early date and a ropiw: submitted to them. 

EIGHTEENTH REP( IR'I' (SECON I) LOK SABHA) 

Losses in tlre work~ng of Start* Collieries-para 140 

828. The Committee drs~red  to be furnished with the following in- 
formation: 

( I )  to what extent, the cfiorts made by Government have re- 
sulted in the reduction of  losses; 

( 1 1 )  What decision has Deen taken regarding the advisability cr  
otherwise of continuing tho working of the collieries 
showing perpetual losses. 

829. The Committee dos~red to bc apprl e d  of the outcome of the 
experiments propcsed to l w  car:-wd out at the Central Fuel Research 
Institute sor prepwing b~nderiess briquetten undcr controlled oxida- 
tion at a high pressure briqut4tting press. 

19th Report (Second Lok Sabha) on the working o j  the Coal Mines 
Sufety and Crmservation Fund 

Working of the Coal Board-Para 4 (Introd.). 

830. No comments. 

Collection of excise duty on coal arui coke by rrreuns other than rail- 
Para 13. 1 

1 

831. The Committee desired that Government should re-examinc: 
the desirability of appointing some special staff to  carry out surprise 
inspections with a view to ensuring that there was no movement of 
coal by means other than rail except under proper authority and 
consequently no evasion of the Central cesses. 



Budgetiag and ccmfml owrt expmditure-Paror 15, 16 and I?. 
832. No comment,  

Central Government'r control cram the operations of the Fund- 
Paras 18 and 19. 

&33. No comments. 

Stowing for safetp and conservation-Paras 5 (Introd.), 22, 23, 25, 
28 and 31. 

834. No comments. 

Washing of coaLPara 33. 
1335. No comments. ' 

Blending-Paras 6 (Introductiotl) and 36. 

836. The Committee desired to  have a further report regarding the 
Coal Board's Scheme for introducing blending as a regular pro- 
gramme. 

Pegging policy-Para 39. 

837. No comments. 
Consuntvtian of supertor qualities of coal b y  the Railways-Paras 7 

(Introduction) and 4!2. 

838. No comments. 
Research Activities-Para 44. 

839. The delay in transfer of the research work of the Board to 
the Central Mining Research Station, Dhanbad was too long. The 
Committee felt that had this been done earlier, a pert of the infruc- 
tuous expenditure incurred on the junior investigating staff could 
have been avoided. 
Grading of coal-Paras 0 (Introduction) and 46. 

840. The Committee desired to be furnished with a further report 
regarding the simplification of procedure for drawing of samples. 

Extraction of coal under Railwag lines and sidings and u d e t  Jha* 
and Barakar Towns-Para 50. 

841. No comments. 

Functions anti tcg~msibilitiea of the Coal Board vis-a-vis those of the 
Chief hzspector qf Mines-Pam 52. 

842. No comments. 



CaJ Bomd vis-a-vis Coal Controller's Orgatrimtion-Pam 53. = 
813. No comments. 

Z --. 
DEPARTMENT OF lRON (Ir STEEL 

EIGHTEENTH REPOHT (SECOND LOK SABHA) 
I 

Lau due to delay an pre~errmg claims with the Railways-Para 29. 

844. The Committee offered the following comments:- 

"The Committee are palned that the Iron & Steel Control Orga- 
nisation did not invcstigutc the matter fully for years 
after the non-receipt ot wagons at the destination came 
to its notice. In their opinion, the present case is illus- 
trative of the fact that with the efnux of time, it becomes 
increasingly difficult to spat delinquent offkids and to 
take action against them. The Committee trust that 
care will henceforth be h k e n  by the Organisation to 
ensure that investigations are initiated soon after irregu- 
larities came to its notice." 

Payment to the Residelit Engineer-Para 135. 

845. The Committee desired to be appr~sed of the progress in the 
recovery of  Rs. 28.011 from the consultancy fees to the Combine. 

Loss through premuture borrou~tngs-Paru 138. 

846. ( i )  The Committee hoped that the Hindustan Steel Ltd. 
would henceforth prepare the estimates more realistically. 

(ii) No comments. 

Measures against pilferage of stores at the Steel Projects-Para 137. 
847. (i) Construction of perimeter walls: 

No comments. 

(ii) Stock verification: 

The Committee desired to be furnished with a further report re: 
the position of stock verification a t  the three Steel Projects. They 
elso wanted to be informed whether the shortage of 6 items valued 
at ILP. 16-16 lakhs under Group 'B'--Other Deptts. in  Rourkela during 
1959-60 had been investigated and if so, with what results. 

(iii) Inprovement.~ eflected in the storage of materfala: 



848. No comments. 

TWENTY-FIFTH REPOHT (SEL'OND LOK SABHA) -VOL. 1 
w- 1,ossrs artszng from delay in laylny o j  railway track?--Parn 67. 

846. The requisite inforn~ation 1s still awaited. 

I.,.rtra expendtturr on the  purchase of electrtc showeis--Paras 69-70 

tW. The requlsitc* information is st111 awaited. 

MI. 'rhr Committee offered tht. fnlluwing comments: -- 

"While the Comm~ttee note the Hmdustan Steel's anxiety to 
have the blast furnaces camlnissioned according to 
schedule, they arc unable to understand why the Com- 
pany should h a w  itself borne the liability for the extra 
expenditure of about Hs. 30 lakhs Instead of pss ing  i t  
on  to the dcfaultmg contractor whose failure to emplov 
extra plant and machinery, as per the terms of the Con- 
tract, was prmcipally rt1sponsible for the work falling 
mto serious arrears". 

852. Paras 74-75.-The rquis i tc  informtion is still awaited. 

Cotrtruct for the f o u ~ ~ d n t w t ~ s  and civil e~igtiieering work for the 
Rolling Mills. 

853. ( i )  Paru ??.--l'hc1 Cownittee approved the following 
comments: - 

"The Committee arc not satisfied with the explanation of the 
Ministry of Steel, Mines & Fuel (Deptt. of Iron & Steel). 
In this connection, they would invite attention to the 
views of the Estimates Committee expressed in para 107 
of their 33rd Report (1958-59) that the dimculty regnrd- 
ing the timely procurement of the equipment arose 
because of inadequate planning. The Committee trust 
that the Hindustan Steel will benefit by its experience 
in the present case." 

(ii) Para 78.-No comments. 

(iii) Para 79.-No comments. 



TWENTY-SIXTH REPORT (SECOND LOK SABHA) 
Outstanding dt~trs from two  main producers o f  Steel-Paras 8. 9 and 

10. 

854. The Committee offered thc fellowing comments:- 

"Although nearly two yeers have e laps~d since the Committerb 
of 1959-60 had urged upon the Iron t Steel Control Orga- 
nisation to proceed with the work of recovering the out- 
standings from the main producers with utmost expedi- 
tion, much headway has not yet been made in the matter. 
The Committee desire that the matter should be finalised 
without further delay." 

Yon-finalasation of 'advance' and 'or1 acc t ru~~f '  pnytnents ot .$I .  . #  .id11 to  
tmporters of Iron & Steel-Paras 14, 15. 16 & 17. 

855. The requisite information is still awaited. 

Amniints due from sundry debtors of th.e Stpel Eqiialisntion Fund- 
Para 20. 

856. The Committee noted that a draft para on the subject had 
been included in ensuing Dmft Report on Civil Accounts. 

Irregularities connected with import o f  st c v l  071 swbsidg hn.sin-. 
Para 24. 

857. The requisite note is still awaited. 

Delay in  effecting recoveries-Paras 28 and 29. 

858. The requisite information is 'still awaited 

IJndue financial concessiort to a Steel Com~any-Para 31. 

859. The Committee desired to be informed of further progress in 
the adjustment of the remaining amount due from the Company 
(about Rs. 30 lakhs). 

NAHAN FOUNDRY LTD. 
Implementation of the  recommendations o f  the  expert ad hoc Corn- 

mittee-Parp 38 of 7 th  R e ~ o r t  flnd ?tern No. 14 o f  18th Report- 
Vol .  l? (Appendix  11).  

860. No comments. 

Reconstruction of the capital structwc o f  Nahan Foundry ttd.-Pam 
33 of 18th Report and para 24 o f  25th Report-Vol. F. 

861. No comments. 



Goah cm m m n t  lying vnrold for a tang tinut4m S oj %M% 
R w t - . V d .  I .  

862. No comments. 

Large outstandings finder loans and aiivnnces-&a 26 of 25th 
Rep-Vol. I .  

863. The Committee decided to wetch the position through futur8 
Audit Reports. 

SINDRI FERTTLIZERS AND CHEMICALS LTD. 
Twenty-Fifth Repnrr (Serond Lok Snblaa)-Vol. I 

Rated capacity not achiev~d clccorcizny to the original estimates- 
Para 28. 

864. The Committee noted that this matter has been dealt with 
in detail in the 120th Report of the Estimates Committee (Second 
Lok Sabha). 

Extrn expendllure tnr~~rrcrl 111 the constructfoil of electric repair and 
instrument shop building-Para 29. 

865. No comments. 

Extra expenditt~re on the  purchmc o f  coal for the Coke Ovens- 
Para 31. 

R66. Thc Comrnittcac fclt  that this matter should be pursued fur- 
h e r  with the suppliers and the Coal Controller to  persuade the s u p  
pliers to agree to thc* payment by the company (for the supplies of 
coal) on the results of quality analysis carried out by the company 

. and such a provision should be reinserted in the purchase orders to  
avoid thc recurrencc of the losses as  mentioned in this mse. 

Shortage of coke-Para 32. 

867. The Committee decided to watch the position through future 
Audit Reports. 

Payment of heavy detnurragt. charges--Para 33. 

868. No comments. 

Methanol Plant at Sindri-Para 34. 

869. The Committee desired to be informed of the disposal of the 
Methanol Plant. 

870. The Committee then adjourned till 15-00 hrs. on Friday, the 
16th March, 1962, 



RecebdinSs of the Forty-Secomd Sittimg of the Public Aocouds 
Committee held on Friday, the 16th Marcb, 1962. 

871. The Committee sat from 15-00 to 17-90 h o ~ .  

PRESENT 

Shri C. R. Pattabhi Raman-Chairman. 
MeasElrs 

2. Shri G. K. Manay 
3. Dr. N. C. Samntsinhar 
4. Shri Ramji Verma 
5. Shri K. K. Warior 
6. Shri Rajeshwar Prasad Narain Sinha 
7. Shri Jai Narain Vyas 

Shri G. Swaminathan-Addl. Dg. Coinptroller & Auditor 
General. 

Shri P. K. Rnu, Director of Audit, F.R.S.C.S. & M. 
Shri P. V. R. Rao, Accountant General, Central Revenuen. 
Shri P. K. Sen, Director of Commercial Audit. 

Shri V. Subramanian--Deputy Secretary. 
Shri Y. P. Passi-Under Secretarp. 

872. The Committee took up consideration of their draft Forty- 
second Report on the Appropriation Accounts (Civil), 1959-60 and 
Audit Report (Civil), 1961 and approved, subject to certain modidca- 
tions here and there: 

(i) Chapter I-Financial Results of the Government of India 
(Civil Grants), 1959-60; 

(ii) Chapter II-Budgeting and Control over Expenditure; and 
(iii) Draft paras relating to  the Ministries of Commerce and 

Industry (Heavy Eleotricals Ltd., Nahan Foundry, 
National Smrill Industries Corporation and State Trading 
Corporation of India, Sindri Fertilizers & Chemicals 
Ltd.,), Education, External Affairs, Finance, Food and 
Agriculture and Home Affairs. 

873. The Committee then adjourned till 10-30 hours on Saturday, 
the 17th March, 1962 to take up further consideration of the draft 
p r a s  relating to other Ministries. 



Prodings  of the Forty-third Sitting of the Public Actomta Com- 
mittee held on S.turday, the 17th March, 1942 

874. The Committee sat from 1030 to !3-00 hours. 

Shri C. R Pattabhi Raman.-Chairman. 
MElku3tll~ 

2. Shri Purush~ttsmdas R. Patei 
3. Dr. N. C. Samantsinhar 
4. Shri K. K. Warior 
5. Dr. Shrimati Seeta f i rmanand 
6. Shri Lalji Pendse 
7. Shri Rajeshwar Prasad Pu'arain Sinha 
8. Shri Jai Narain Vvas 

Shri G. Swammathan. Add! .  1)cput?/ Comptroller and Auditor 
General. 

Shri P. K.  RQU. Dtrector of Ai ld i t .  F.R.S.C.S. & M. 
Shri P. V. R. Rao, Accottntanr General. Central Rewmues. 
Shri P. K. S c n .  Dircctc~r of Cfrrnn~ercinl Attdit. 

Shri V. Subramanian-Depu.ty Secretary. 
Shri Y. P. Passi-Under Secteta-. 

875. The Committee resumed consideration of their draft Forty- 
second Report on the Appropriation Accounts (Civil), 1959-60 and 
Audit Repnrt (Civil). 1961 and approved. subject te certain modifica- 
t i  Ins, draft paras relating to the Ministries of Commerce and Indus- 
trq (main Ministry and Khadi and Village Industries Commissioni, 
Health, Information & Broadcasting. Irrigation & Power. Labour 8: 
Employment, Rehabilitation, Scientific Research & Cultural Affairs 
Steel, Mines & Fuel (Deptt. of Iron & Steel including Hindustan 
Steel Ltd.), Deptt. of Mines & Fuel (including National Con1 Deve- 
lopment Corporation). Transport & Communications and Works, 
Housing & Supply. 

876. The Committee authorised the Chairman to present the 
report to Lok Sabha. The Committee also authorised Shri Rajeshwar 
Prasad Narain Sinhu to lev the Report on the Table of Rajya Sebha 

877. The Committee then adjourned. 



St. Para No. Ministrics/Dcpaments Conclusions/recornmen~tioll~ 
No. concerned 

I 6 (Intro) All Ministries . . The nMd for expeditious sub- 
mission of information called 
for by the Committee in the 
course of evidence has not 
yet been appreciated by the 
Ministries. For instance, the 
Committee had called for in- 
formation on a number of 
points from the Ministtics 
when they examined the re- 
presentatives of those Minis- 
tries in Auyst,  1961. The 
requisite information has 
not been furnished yet (March 
rg6z), although more than 
seven months have elapsed. 
The Committee strongly dia- 
approve of such delays. The 
delays hamper the work of 
the Committee and prevent 
them from recording their 
final conclusions in time on 
the merits of cases. An im- 
mediate consequence is that 
the number of outstanding 
items increases unnecessarily. 
This dislocates the pro- 
gramme of business of the 
Committee resulting in avoid- 
able work allround. 

z 7 (Intro) Do. (a> The position in regard to 
progress of action to be taken 
pursuant to the recommenda- 
tions of the Committee is also 
not satisfactory. Successive 
Public Accounts Committees 
in the past have emphasised 



the aecd Eor prompt d m .  
The time limit of month 
htd down by the Comminct 
ir not b c i  observed by must 
of the Minutrics. By such de- 
lays in taking acdon, the criti- 
cismn and sugeestions rrmdc 
by the Comm~tta in nspect 
of some of the imporcant 
pfoccdural and financial 
manm lose much of the 
force. 

(ii) In para of the Introduction 
to their 1' wenty-third Report 
(First Lok Sabha), the Com- 
mittee of 195657 hadrr)geastad 
that a senior &cu ln each 
Ministry should k nominated 
to be res nsible for W h -  
ing inonnation P" called for 
by the Committee, taking 
appropriate action on other 
requests and for dealing with 
their recommendations. Des- 
pite the assurance that the 
Ministries have noted and im- 
plemented the recomrnenda- 
tion, the Committee regret 
to point out that the position 
remains the same In quite 
a number of cases, the delay 
exceeded two years. The Com- 
mittee desire that the Minis- 
try of Finance should take 
a serious view of this state of 
affairs. 

3 8 (Intro) All Ministries . . The Committee are nlso con- 
cerned to obscme that despite 
their repeated basis en 
prcunpt action in "&, d p1imu-y 
cases, the position is still far 
from satisfactory. Inordinate 
delays in initiating di8Cipfi- 
nary action not imly impair 
theatandmhofeffidency01 



public wrviw but also un- 
'dennine the finandel interesa 
of the State. The Corn- 
mime WOW, therefore, again 
urge that disciplinary roclaad- 
ings should be ini S. ted as 
soon aa an imgubdty comer 
to notin and adequate punish- 
ment should be inflicted on 
guilty officials, 

4 3 Finance It is observed that in the c a m  
referred to in para 2, the Sup- 

All Ministries plcmentary Grants were mostly 
taken in the last month of the 
year i.e., March, 1960 and 
that the savings were alao 
surrendered in the same month. 
This indicates that Supple- 
mentary Grants were obtamcd 
without taking intu account 
the savings available within 
the Grant. I n  the Com- 
mittee's opinion more effective 
measures for control over the 
progress of expenditure and 
assessment of requirements are 
called for. 

Do. . . The comparative figurea of 
sitvings for the yean 1957-58 
to 1959-60 indicate that over- 
budgeting has been a regular 
feature for the last few yean. 

Do. . . Large savings referred to in 
aras 8 and g indicate defoctivo 

&Idgeting The Committee 
would lik to impras upon the 
Ministries the neccmty for 
tstimating their rt@rtmcllta 
correctly and workmg up to 
these atimateswitbthe w h closest 
degree of.approximation, mak- 
m g a p a m d d  reviewofttu 
progrcsa of expenditure durirg 
the year. 



7 12 Pirunwe T h e i n n ~ n a s o f a v r m d n s m r d c  
in e x a g  of total mvbngr 

AU Miniaria would indicate lack of a proper 
review of expenditure. 

8 13 (a) External A f h h  . (i) It e x p W  to the Com- 
m i e  that savings under wb- 

Finana h e &  A. I(I) snd A. r(2) 
of Grant No. 16-Trim 
Arca+-wlcn duc to the non- 
filling of rmaioned posts. 
The Cammince, however, no- 
ticed that under these sub- 
heads savings of the same 
order had occurred during 
1958-59 h. They, them 
fore fecl that pmvision under 
these heads is not being 
made on any realistic require- 
ments or data. 

(ii) It was explained to the Com- 
mittee that in the tribal areas 
it wm difficult to estimate 
accutir~ely and maintain pro- 
gress according to plan in 
spite of best efforts. Lack of 
means of transportation hk- 
dered timely movement of 
materials. Moreover, the staff 
there was not of the same 
calibre as was found in 
stttled areas. The Com- 
mittee note these difficulties. 
But they feel that such an 
explanation could not be valid 
year a k r  year. They could 
not also get a satisfactory ex- 
planation for the surrender of 
Rs. 5,70,000 out of a provision 
of Rs. 12,14000 under eub- 
head C. 7.--Comrnunity P~Q- 
jeces etc. The Commit#c 
desire that while framing the 
csthatn, practical difl[icul- 
ties in the CXtCUtion of 
e- in tribal ateas should 
be duly taken into account 
to aa to avoid over-budgeting- 



g 13(b) F h c e  . . . The Committet am surprised at 
the explanation given h r  
over-budgeting in this case, 
Provision of a large sum for 
a scheme without oscertefatrg 
whether it could be implement- 
ed during the budget year 
was prima fmMe wrong. In 
such cases, the proper coun# 
for the Ministry wan to make 
a 'token' provision in the 
budget and approach Parlia- 
ment later for funds when the 
schemes had been worked out 
in detail. 

Do. . . The Committee are surprised to 
note that an obvious defect 

W H & S  (lack of arrangements for crow 
ventilation) in the plan of the 
building for the new currency 
press went unnoticed at the 
earlier stages of scrutiny 
and technical sanction. 

# I  [ $ d )  Home Affairs . The Committee regret to obacrva - that the case referred to in this 
Finance para is another instance of loose 

budgeting and trust that in 
future the budget estimate9 in 
regard to Grants-in-aid would 
be more realistic and accurate. 

+2 13(" Home Affairs . The Committee are of opinion - that funds for schemes invol- 
Finance ving a substantial amount of - foreign exchange as in the pre- 
All other Ministries sent case, should not have 

been provided for in the 
absence of a reasonable pros- 
pect of the foreign exchange 
being made available. 

r 3 1 3 0  SM & F (I & S) . The Committee cannot help 
Pi - remarking that the caae re- 

Finana femd to in this para is a 
clear caae of defective budget- 
ing and lack of control over 
the progress of expenditure. 

r 



SM&F . . ThcComminee desin thrtthe 
question of revising the txist- 

(M&P) ing pmotdun for fil* of 
posar and malting provlnion 

Pinmcce therefor in the budget ehould 
be examined in all tts aspects 
and a suitable procedure evolv- 
ed in mmultation with the 
Ministry of Finana and Audit. 

T & C  . . . A detailed note regarding saving 
under Grant No. 132-Capital 

~ d C g t k , x u  & OutLay on Civil Aviation-wa8 
Civil Aviation promised to the Committee, 

which is still awaited. 

C&I . . While the Cornminee recognise 
that, when accommodation. 

W H & S  is scarce, the user departments 
have to take initiative in 
locating suitable prcmi8~8, 
they question the acnon taken. 
by the Development Commis- 
sioner in the present case in 
having committed Govtm- 
ment to certain terms and 
conditions of lease which waa 
not within his authority to do. 
The correct procedure would 
have been to negotiate the 
lease in consultation with the 
Director of Estates. 

C&I . . . In the Committee's opinion the 
facts disclosed in the case of 
the establishment of a show 
room-cum-trade centre clearly 
establish that the agreement 
with the firm did not serve 
the purpose in view and did 
not also safeguard adequately 
the inrerests of Govnnmmt. 
The transfer of the lease to the 
firm after a period of 3 years 
entailed a loss not only of the 
goodwill money amounting to- 
Rs. 2.18 lakhs but also heavy. 



depredation of the capital ex- 
penditure on installazion and 
equipment amounting to 
R-. r s  lakhui. The foreign 
firm ha d been benefited unduly 
at the expense of the Govern- 
ment of India. 

18 23 C & I  . . (i) The Committee hope that --------- measures being devised for 
IChodi Commission prompt audit of the inaim- 

tions periodically will pwve 
adequate. They would also 
urge the Commission to be 
more vigilant in future. . 

(it] The Committee are unable 
to accept the lea for dis- P bursanent of urtha grants 
and loans to the institution, 
despite adverse comments on 
its working. They agree 
with Audit that the loss of 
Rs. 45,012 suffered by the 
Commission on this transaction 
was due to injudicious dis- 
bursement of funds from 
time to time. 

rg 25 C & I  . . The Committee desire that Gov- ----------- vernment should take on early 
U d i  Commission decision regar* the appor- 

tionment of the trade 
discount. 

Do. . . (9 The Committee feel that 
any reduction in the prescrib- 
ed rate of discount should have 
the prior approval of the 
certification committee. 

(ii) The Committee feel that as 
the trading activities of the 
Commission involve large 
sums of money, it should bc 
examined whether the Ceni- 
fication Rules of the Commis- 
sion do not require Gwern- 
ment approval. 



. ThCaa3mirtee at 29 C & I  oreotllwnaed - to find over-jmyments d large 
Khadi Commission -N&. Thc)l u g e w  

the review of -'zKz of m-payment of 
sidy should be ampkted 
and the balance of overpay- 
ments recovered aarly. 

21 31 C & I  . . Tht Committee are unhappy ---------- to note that lack of correct 
Heavy Elcctricals Ltd. technical knowledge on the 

rt of the Hesvy Eloctricals &. deleyed the placing of 
the order which resulted in 
an aua expenditure of 
h. 19,360. 

Do. . . The Committee suggest that 
legal opinion with regard to 
imposition of penalty on thc 
first contraaor should be 
obtained early. 

2.1 3; C & I  . . In the face of the opinion of the - ---------- Ministry of Law, it passes the 
Law comprehension of the Com- 

mittee as to how the subsidiary 
agreement contemplating ad- 
ditional payment was a p  
proved and accepted by the 
Company and the Govern- 
ment on 15th January, 1959. 
It is also inexplicable how the 
letter dated 5th April, 1956 
came to be issued from the late 
Production Ministry to MIS 
A.E.I. In the absence of an 
evidence to prove the abro- 
gation of the Consultant's 
letter dated 19th June, 1955, 
the Committee feel that the 
matter needs fUrrlret investi- 
gation. It  is significant in this 
co~ection that the consultants 
had claimed that the sub- 
sidiary apement  which was 
finalised on 15th January, 
1959 with the approval and 
acaptance Qf the c h m p y  



and the Govenunent had 
rupcrscded the terms of thdr 
letter dated 19th June, 1955. 
The Cammiace understand 
that the relevant file of the 
Ministry leading to the con- 
clusion of rhe main agreemat 
in November, 1955 with 
the technical consultants is 
missing for a long time. The 
matter, therefore, calls for a 
thorough investigation. 

25 41 C & I  . while the C;;?lmittee do ' not _ _ _ _ _ _ _ _ _  want to make an;' comment 
Mahan Foundry Ltd. which will discourage "' 

wrimental zeal and initiative 
on the part of officers, they 
feel that technical officers 
in charge of Public enterprises 
should see that design ' or 
processes evolved have a&- 
ciently passed the experimental 
stage to justify expenditure on 
a largc scale. Observations of 
the Enquiry Committee rc- 
ferred to in *para 40 indicate 
that the Gencral Manager in 
his enthusiasm did not ex- 
ercise ordinary care and pru- 
dence in processing the d e  
velopment of the pump. A p  
parently the tests conducted 
at the Government Farm, 
iCarnal were not quite ade- 

9." . The Committee, there- 
ore desire that the matter 

should be reviewed and res- 
ponsibility fixed for the lapses. 

26 42@) 'C & I . . The Committee feel that the 
I__--- action of the State Trading 

S.T.C. Corporation in undertaking 
the manufacture of shoes 
befm the neoeasary clari- 
fication was d v e d ,  lacked 
justification. 



27 44 C&X . . The Commie arc aat iillly ---------- mtisfied with the lauaticm 
NSIC for the manufacntre o ------- shoes and for failure " P ~ ~  to 
STC to the time-schedule. Even 

granting that difficulties, some- 
times unfbesen, aop up when 
a new venture is undertaken, 
they fed that the manna in 
whi& the National Small In- 
dustries Corporation had accu- 
ted this deal, indicated lack 
of planrung and forethought. 
The Committee are of the 
view that in any new venture 
of this kind creation of con- 
fidence in the foreign buyer 
regar- our capacity to fultif 
the contract according to the 
time schedule is of the utmost 
importance. The Committee 
trust that this will be kept in 
view by the State Trading 
Corporation and the National 
Small Industries Corpora- 
tion in their fbture ecommerciaL 
deals. 

28 47 C & I  . . The Committee understand hm. 
Audit that the policy re- 

STC garding distribution of cement 
was under consideration of the 
Ministry befbre March, 1956, 
whereas the revision of rater 
was confirmed by the Ministry 
to the firm on 5th March,. 
1956. If so, the revised 
rates were agmd to without 
d i d  examination of the 
propods under consideration 
at the time, which was highly 
objectionable. 

do. . . The Committee are not happy 
at the way in which the Cor- 
poration has set about the 
work in this deal. Apparently 
the Corporation had not kept 



a watch on the market 
trends. The plea that thee. 
Corporation made good the 
contracted supplies out of the 
1957 crop (at 8. loss to the 
Corporation) as it was the 
first order from the Russians 
is also not convincing as the 
Corporation had a strong case 
to seek cancellation of the 
quantity which could not be 
procured from the 1956 crop. 

30 52 C & I  . The Committee would like to . 
bt informed of the outcome 

S. T. C. of disciplinary proceedings in , 
the present case. 

31 5s C&I . . The Cornmittce find no justifica- 
tion for the heavy loss suffered 

Sindri Fenilisus & by the company in running the 
Chemicals Ltd. Boarding Section of the hostel. 

It is regrettable that dthough 
the income from the Boarding 
section was not sufficient in 
some years to cover even the 
cost of provisions consumed, 
no dective steps have been ' 

taken so far by the company 
to improve its financial work- 
ing. The Committee desire 
that Government should look 
into this matter and esneun 
that the loss in running the 
Boardrng Section is mini mised. 

do. . , The Committee note that despite 
idle hours the average monthly 
wages (includmg bonus) of the 
bagging plant labour was 
much more than that of 
similar labour (having the 
same basic wage) at other 
plants. They are not, there- 
fore, M y  convinced by the 
explanations advanced for the 
non-revision of the standard of 
performance of the workers of - 



tbe Ehggilq plolat. * 
opinion, rn proper time and 
work hsd apparrn* 
been conducted bcfm fixiae 
the standud of pafbrmama. 
It was pointed out to than 
that within four lnonths of 
the introduction of the schanc, 
the ConwIler of ACODU~D 
of the Company obmvd that 
either the h u a  rates were 
high or the initid basic rate 
of output was unduly low md 
suggested that the matter be 
examined by a u ~  expert $0 t~ 
to ensure that the payments were 
not exorbitunt, Had the 
matter been examined even 
at that stage, much of the 
excess payment could have 
been avoided by introducing 
remedial measures in time. 
As the basic output fixed by 
the company is unduly low 
compared to the actual per- 
formance, the Committee 
consider that the matter re- 
quires review. 

33 60 Education . While the Committee are in no 
way less anxious than the 
Ministry to preserve the finan- 
cial autonomy of the Cenval 
Universities, they are unable 
to share the Ministry's appre- 
hension that presentation of 
Audit Reports on the accounts 
of these universities to Par- 
liament might infringe their 
financial autonomy or result 
in making their financial affairs 
a subject of public contr o- 
versy. They would, in this 
co~ection,  draw atteqion 
to para 85 of the 7th Report 
of P.A.C. (1952-53). 

The Committee would, there- 
fore again uge that, in do- 
fennce to the long-sumding - 

I. - - - 



&sin of the PAC. and the 
repeated assmcC8 given by 
Government pursuant thereto, 
early steps should be taken 
by Government to present 
Audit Reports on the A o  
counts of these Universities. 
to Parliament and to incor- 
porate the necessary provision 
in the relevant statutes. 

34 60 main . The Committee arc surprised' 
that the Finance Ministry 

Finance should have acquiesced in 
creation of two posts of clea- 
nus ex post facto to work at 
the residence of the Head of the 
Missipn and to raise the frais of 
that Head of the Mission resul- 
ting in an expenditure of Rs. 
29,604 on their pay and 
allowances. 

35 63 External Affairs . Another aspect which cause& 
concern to the Committee is 
the delay on \he part of the 
Ministry in sending a reply 
to the Mission. The plea 
that the reference made by the 
Mission in July, 1958 had been: 
mislaid is unconvincin The 
Committee desire t k at t h e  
Ministry might look into this 
matter and deal appropriately 
with the officials concerned,. 
as loss of records in such am 
important Ministry will have 
serious repercussions. 

36 65 External Affairs . The Committee were informed. 
by Audit that there had b 
additions to the list of places: 
where physical verification of* 
stock was not beiig done 
regularly. The Committee 
are concerned to note the 
extent of dcfault in conducting 
stock vrrificationa and the 
prevalence of defects in t+e 
maintenance of stock accounts 
in the Missions abroad. They 



.-  - 
~ ( r ~ w p r w d t o l e a n t h a i n  
the Em- a Pdting where 
thc las taud i thadta l ccnp~  
in August, I*, verification 
of st& had been taken i n  
hand only in Augw, 1961. 
Thcy arc tmable to accept the 
plea that omissions in the 
annual stock verification w a c  
due to absence of special staff 
for doing this work and that 
work was onerous in nature. 
In their view, the lapses dis- 
closed by Audit in- 
lack of proper supervidon 
and control. They feel that in 
the interest of efficiency and 
economy such lapses should 
not be condoned as a matter of 
course, but should be dealt 
with firmly. 

37 67 Ministry of Finance In evidena, it was stated that 
(Department of Eco- although there had been a 
nomic Affairs) failure on the part of the 

Ministry, to inform the 
I.S.M. Washington that the 
expenditure was reirnbursible 
by the U.S. Government, 
there was no net loss to 
Government as the amount 
formed part of :he totality of 
U.S. funds available to the 
Government of India which 
was not reduced. The Com- 
mittee were also assured 
that steps had been taken to 
avoid lapses of this kind in 
future. They hope that such 
failures which leave an un- 
favourable impression abroad 
will not recur. 

38 69 Do. , . The Committee feel thata gmcies 
D.G. P& 1' are likely to become s k k  if 

they are continued as a 
matter of course for the full 
initial rerm of three years. 
In their opinion it is essential 

CI - - - - 



to keep the work of the agencies 
under review from ycar to 
ycar and such of the agencies 
as are found indifftrent or 
indficicnt in getting bwiness 
should be weeded out as and 
when amsidered necessary. 

Do. . . The irregularities mentioned 
D.G. P & T in the Audit Report confirm 

the apprehension of the 
Committee that the incidence 
of irregularities was wide- 
spread. While the Com- 
mittee appreciate the diffi- 
culties in establishing frauds 
in a conclusive manner for 
prosecut ion purposes in such 
cases, they feel that unscrupu- 
lous agencies which cannot be 
prosecuted can and should be 
dealt with otherwise. The 
C~mmittee also desire that 
depanr~lental action against 
the Postal officials concerned 
should be completed early. 

Do. . . The Committee were asured 
that with the introduction of 
cenain changes in the scheme 
with effect from the 1st Octo- 
ber, 1960, it was not now 
possible for any agent to 
collude with the postal staff 
and convert a direct sale into 
an agency sale. The, Commitree 
however, feel that there is no 
room for complacency in this 
regard and that mere procedural 
changes cannot be a substitute 
for administrative vigilana. 

41 74 Ministry of Finance While the Committee would 
(Department of Eco- watch the attainment of full 
nomic Affairs) production capacity of ..the 

Silver Refinery Plant, they 
would like to invite the men- 
tion of the Minisay of Finance 



to their earlier narmmeadr- 
tions contained in para 6 
of their q t h  Report (19~9-60% 
Vol. I and para r r of the 
46th Report of the &axnates 
Committee (1958-59). They 
regret that no dtdaion on the 
alternative uses of the silver 
refinery plant has so far been 
taken, although considerable 
time has elapsed since. 

42 75 Ministry of Finance The Committee of 195- . 
(Department of Eco- were informed that the stocks of 
nomic Affairs) Quarternary AUoy Coins would 

keep the refinery busy for a 
period of five years only. It 
is all the more necessary, there- 
fore, that a decision on this 
question is taken Wore the 
available stocks of silver are 
exhausted so that the plant 
erected at a w t  of over a 
crore of rupees does not re- 
main idle thereafter. 

Do. . . (i) The Committee desire that 
Government should continue 
their efforts so that the 
International Finance Cor- 
poration could lire upto its 
avowed purpose of helping 
productive private enter- 
prises in underveloped coun- 
tries. (it] The Conunittee 
understand that a change in the 
Article of Association had 
been proposed 60 as to 
enable the Corporation to 
make equity investments. 
They would like to be in- 
fbrmed off urther developments 
in this behalf. 

44 82 Do. . . The Committee are of the. 
opinion that as in the pre- 
Constitution days, cases of' 
expenditure incurred without 

--.- approval of Parliament on en 



itcm adjudged as 'New Scr- 
v w '  ufter the claw of the 
year can be brought bcfim 
Parliament for approval, 
without violating my of the 
provisions of the Constitu- 
tion, by moving a resolution 
in appropriate terms and 
getting its approval. ox post 

facro to the money spent on 
such items. Howcvcr, in cases 
where by incurring such ex- 
penditun., the amount autho- 
rised by Parliament for a 
particular demand (Service) 
for that year has becn exceeded, 
the provisions of Article 
I 15(1)(b) of the Constitution 
will be attracted, and the 
excess will have to Ix regularis- 
ccl i~ndcr those provisions. 

45 85 Finance . '17~ iiwnmittce find it Jitficult 
to accept the reply of' the 

Rehabilitation Ministry regarding the ncces- 
Finance sity of issuing instructions to 
Administration the reprcscntativts of Gov 

crnmmt on thu Hoards of 
Ilirectora of Public Under- 
takin~/Corporations. They 
do not see w the Ministry 
feel that is k either necessary 
not desirable to issue formal 
instruczions to t he represen- 
tativcs of the Government on 
the Board of Directors of 
Public UndcrtakingslCorpo- 
rations when the principle 
underlying thc recomrnenda- 
tion has been accepted by the 
Ministry. In the Conunit- 
tee's opinion it iq desirable 
in the interest of both the 
Government and the Govern- 
ment Directors that formal 
instructions should be issued 
enjoining upon the Govern- 
ment Directors tha; they 
should apprise Government 
of mattem over which they 

2abo (&i> -22. 



do not agru whh thc vicw@r 
decisions of the b r d  ot 
Directors 

46 88 Food & Agricdtun It is clear that thc firm l' had 
(Dcptt. of Agriculnue) cleverly evaded their con- 

traaual obligation to set up 
factories by taking advantage 
of the technical flaw i~ the 
implementation of G o m -  
ment's ohligations under the 
contract. The firm could 
suoccssfully do so because of 
rht woeful lack of supenision 
on the execution of this mq- 
traa worth cmm of rupees. 
Despite the advice given by 
the Law Ministry in Novem- 
ber, 1956 regarding the legal 
implication\ of the matter, it 
is a pity the draft lease deed 
sent to the firm in 1957 was 
patently defective (viz , that 
it was not in the name of 
the President). 'The superficial 
manner in which this caw 
has been dealt with by the 
local Administration and the 
Ministry 311 thwe years had 
led to the prcsent impasse. 
The Committee strongly urge 
that responciibiliry for these 
lapses should be fixed. 

Do. . . The Committee fml that before 
the firm went in for arbitra- 
tion, there was ample time 
for Government to consider 
whether or not the agree- 
ment could be terminated. 
In view of the high stakes 
involved a d  the irregular 
practices and defaults on the 
part of the Arm, it is a matter 
on which the opinion of the 
Attorney General should be 
sought regarding the fureher 
course of action. Thc Com- 
mittee hope that the arbitra- 
tion proceedings will be 



. In t h e  opinion o f  rhc C:ornmittuc, 
cant LIIUCJ. roiunt 1011 fo 1- more 
than .; !car\ of bomc val ietw 
of fodgrd~ns acquircci in 19.54 
ind~cate> hou ~nettcc.t ~ v u  tllc 
rcvieu of htochb ha,\ bcxn. I f  
the fair pricc bhops were 
reluctant to i A  the stocha, 
there no ju.rrificatiun f i ~  
retaining them in the gudowns. 
The Commitrcc feel that it 
will be in the intcre~t of both 
the Government and the 
consumcr if stocks of Clod- 
grain.! are contrniled on the 
ba.sis of age with due regard 
to their condition, older stocks 
being disposed of before they 
deteriorate. 



Sr lo0 Fwd and Agriculture Ct) The Committee h i r e d  to 
(I)eFrt. of Fwd) hc furnished with a note 

indicating (a) the number of 
r z ~ c r r  where findgrain had to 
bc rushed to other Depotsl 
con.4- in the jurisdiction 
of other &pm during the 
pcritd August. 1958 to Feb- 
ruaq , I* justifying expendi- 
ture trf Ns. 7.67 lakhs and 
(b) thr standing rulcslordera 
about the mcwcment of fird- 
gatns. 'I'hrs a still awaited. 

(ii) 'The ( :omminee suggest that 
c n w  m c ~ v c m m  of fwd- 
grains from one Ikpo t  to 
rmot her should bc pcriociically 
rcvicuvd m d  the nooks re- 
yl;tnnrtf in thc light therenf. 

1 h). . 'Thr C~~mrnittcr. destrcd to be 
fum~vhcd with il notc giving 

(a) lhc number of c a m  in 
which rulm regarding physical 
vcrifcration of stocks were not 
c h e r v e ~ i  ti\ offi~xrs. (b) ases 
in which thcir cxplmtions 
wcrr. ~. i t l l~d for. (c) tiepan- 
mcntal anion taken against 
the officer< responsible for 
t h e  lapcs. and (dj the number 
of caws during the period 
untfcr report in which shonage-s 
had hcm cictcctcd and the 
number of such caws in which 
investigations had been com- 
pleted. Hut they r r p t  to 
observe that the notc is still 
awaitcd. 

no. . . The Committee were informed 
that the rules cwuld not be 
obcrved at certain places be- 
cause of physical difficulties, 
c . ~ .  in Calcutta port roo per 
~mt weighment was physically 
impcxsible ar the Port Corn- 
ntissioner would not allow the 
stocks to  be kept in the port 



fi)r long. The (:ommittce are 
hardly ~xjnvinc-cct by this 
cxplan,~tion. l'hc) sec littlc 
purplw 111 hwh pqwr u r d w  
which, r i  to the 
.+iinist rv's own wimissiun, are 
not prarurn~trlc I t  is time 
thc Mrn~strv mrditj, the rules 
surtahlv :uxt lay down a work- 
ahlc prow~turc whtch can I* 
cnfi)r~uJ, kccping rn view the 
Intercut\ 01' ( ~ ~ V C ' I ~ ~ I I I I C I I I  

54 105 Food and Agricul~ure 'I'llc ( :c~nimittcc. wcrc inhrmccl 
(Dcptt cd Food\ that out ot' 7,935 unlinked 

items of ftwdgrains clcspat~hcd 
fn)m docks to cicpors or from 
onc depot to mother, only 
c)oo had h e n  armpletcti. Iiach 
ant1 cvcry ttcni was k i n g  
pursuccl and thc work would 
hc cwnpletcd in artotl~er yew. 
T h e  (:omn~ittco arc not s a t w  
fied with the progrrah ot' 
work wltich thcy would watch 
thrcw(rh future Au ' l it  Reports. 

Du. . l 'he (.ornmittcc ch i rc  that the 
finalisation ol' t l ~ c  form of' 
Proforma Acu)uats should not 
hc clclaycd furtlwr. 

Health . . The t:otnmittce arc concerned to 
note that the unauthorised occu- 
pation of the property, conti- 
nuing for over nine years, has 
cost Government an intiuc- 
tuous expenditure of nearly 
14 lokhs in rent and municipal 
taxes. While the thmmittec 
do not underrate the difficulties 
faced in fretting the property 
vacated, thcy cannot overlook 
the fact that the initial process 
of unauthorkcd occupation 
had contimted for full four 
years during which time 
there had bcen a failure to 
initiate adequate preventive 
measures. Nor was the matter 

- - __C_  



pursued with d w  vipJo~r 
dnd reaourcefutnas thereafter. 
The  <hmmittee :desire that 
determined efforts should now 
he ~nadc by the Ministry 
to get the property vacated 
early. In view of the large 
i$ructuous expenditure in- 
curred in this case the C'nm- 
~nittec u truld also suggest 
t !w the ,Minktry s h d d  
cxamlne wtwhcr disciplinary 
action not called fbr against 
rhc of%cer\ who wcrc charged 
liith thr rcq-wncibility of 
rctung the propertv vacated. 

l hc ( ,orn~n~ttce fccl that apart 
fri~rn the prc~ceciur:ll lapses 
~wrntccl out  by Audit, there 
l i d  hrrn isilurc t o  provide 
: , j ~ c l , d  s,,fepinrd? which 
U C I ~  rieces>aq to ensure 
i h t  i l w i m l n  I advanced rn as 
properly utlbsed. They were 
.\ssured rhat precautlonaq 
lneiwures hove now been 
tdken and checks devised to 
cnsurc proper utilisation of 
funds advdnced t o  various 
bodies for the uplift of back- 
ward classes. They hope that 
these u ~ l l  be w ~ c r l y  enf~rced 
In future.  The Committee 
<ire of the view that, precau- 
tions apart, it is necessary 
to  ensure that private bodies 
to whom loans are advanced 
ha\r competent personnel 
f i r  the propcr administration 
of the funds. If they lack 
such personnel, the feaibility 
of lending the services of 
qualified men should be exa- 
mined by Government 

Do. The  Committee have learnt that 
the Governnwnt of Ind i A 



have sanctioned in February, 
1961 agrantofRs. 3-76Lakhs 
for a new scheme, uia., Bio- 
pariguda Pilot development 
project in the Koraput district 
which the Government of 
Chissa are implementing th- 
rough the Akhil Bharat 
Serva Seva Sangh. A sum 
of Hs I . Z Z  lakhs approxi. 
matek out of the expenditure 
approved is to be met from 
out of the unspent balance 
of the Sarva Seva Sangh 
originally earmarked for the 
development of Sarvaswadan 
scheme. The Committee hope 
that this experiment will no1 
meet the fate of the earlier 
experiment of managing the 
gramdnn villages though the 
Sarva Sevrl Sangh. In the 
lighr of past experience with 
this Sangh, the Comm~ttee 
would like to know whether 
a special watch is being kept 
on the progress of the present 
project being implemented 
through the agency of the 
Akhil Rharat Sarva Seva 
Sangh. 

The Committee regret to observe 
that the evidence earlier given 
before them did not present 
the correct picture. In the 
light of the observation now 
made before them, it is clear 
that every journey undertaken 
in the VIP Flight entails extra 
cost to the exchequer, 

From the statement detailing 
143 journeys performed during 
the two years between, places 
connected by cornmerual ser- 
vices ( 15 of them were under- 
taken in order to avoid cir- 
cuitous journeys by the co- 
mmercial routes ) it appears 



- -- 
that the V I P  Flight has 
not been us sparingly ruai 
as is intended. Consideriqg 
the cost of the VIP PUgbt 
vtt-a-m thc cost of a putrgt 
in a commercial aitartt, 
the Committee feel that tbe 
implanentation of the exbt- 
ing orders on the use of the 
VIP Flight mid better be 
e m r e d  by obtainin a mi- B ficate from each V P (other 
than the President, the Vim- 
President and the Prime Mhh- 
ter) that it was necessary to 
undertake the journey by the 
VIP Flight in the publc h- 
terest and it was not possibk 
to vtilise a commcrctal 
service. 

60 120 Information m, 
clltting 

il Brtud- 'The Committee arc rrmated at 
the opinion expressed by the 
Commime of Enquiry that 
them was nothing unusual 
when a tender had bctn accap- 
red to allow the contract to 
become operative, even before 
a formal agreement was elre- 
cuted. The notice inviting 
tenders in this case did not 
a h  stipulate any absolute 
date by which the cash se- 
curity had to bc tendered ; 
even the t e a  of the agremnmt 
as approved did not stipulate 
that the deposit should have 
heen made at the time of em!- 
cution of thc agreement. l[he 
finalisation of the text of the 
agmmmt had also been unduly 
delayed. Considering the fbx 
that the fim in question came 
into existena only after 1950 
and nothing was known about 
their standing or financial 
resources, the Commlttec 
would reitexate their earficr 
observation that the mnaraed 



officers were not alive to the 
risks involved and acted in 
an irresponsible manner. 

61 122 Irrigation and Power, The Committee desire that in 
Home A~&s and in the interest of ufficimcy 
other Ministries. of public scrvi~rs, the (:cntrsl 

Cmvcmrnent should, in con- 
sultation with State Govern- 
ments, cumider thc dcsirabllity 
of establishing u aonvention 
that in cttsm of this type where 
during the pcriod of his 
cieputar ion a Sttltc C;overnmcnr 
o@c-r serving thc Centmi 
Government or otcc versa is 
adjudged guilty of having 
curnmitted an irregularity by 
an independent judicial officer1 
awnmittee, the Gvernmcnc 
lnndinp the ~trvices of the 
said officer will nor ordinarily 
interfere with the recommend.- 
rlons or reduce the punishment 
suggested by t hc cnqulring 
officer/oommitttx. 

6~ 125  our and hnploy- The Gommittee regret to obblerve 
ment that though more t h  two 

years have elapsed since the 
Finance Cornmittcc were first informed 

regmrding t he propapal to amend 
'Treasury Rules 430 and 
other a~nnected Hula, a 
&cision is yct to be 
taken by the Min~stry of Fin- 
nance. 'Thc Committee desire 
that the matter should bc 
finalised without further delay. 

. The C m i t t e e  regret to note 
that despite epecific provision 
in the rulm made under the 
Administration of Evacuee 
Properties Act, the account? 
of the rural cvacuec properties 
had not aQ initio hcen main- 
tained in the prescribed form 
and it is only now, after the 



lapse of such a bng period, 
that the Minktry had doddwi 
to have the village -1 naards 
tcst-checked by Audit to 
asccnain whether t h m  
recur& would r m e  the m- 
quired purpose. The Commit- 
1ae would otxwrve thar the 
Ministry was not 86 vigilant 
as it should have been in this 
matrcr. They desire that the 
test-check by Audit should be 
expedited. ' k y  will reserve 
thcir further comments in 
the matter till they are infor- 
med of the outcome of the test- 
check. 

64 133 KehabilitationlFinan- 'Thc Committee were surprised 
ce/All other Ministries that the Government did 

not watch the implementation 
of the orders issued by them. 
They view with concern the 
non-submission of periodical 
returns of assets by the State 
Governments even after the 
lapse of more than 3 years 
since the issue of orders. They 
would urge that effective steps 
should be taken by the Minis- 
try to ensure prompt sub- 
mission of these returns by 
the State Gwernments and 
a report submitted to them 
by the time they next 
take up the examination of 
these accounts. Govemrnent 
might consider the feasibility 
of insisting on receipt of the 
returns before releasing fur- 
ther instalments of loam/ 
grants to State Govern- 
ments. 

65 I 36 RehabilitationlAll It is obvious that in most of the 
other Ministries cases, relating to f a  h e  

of ration m the camp of dis- 
placed persons, responsibility 



could not be fixed on the &- 
linquent officials as the Minis- 
try failed to take prompt action 
after the irre@ari:ia were 
noticmi. The C~mmirtce would 
like to reiterate the recorn- 
mendations contained in 
para 27 of their First R c p r t  
(First I.ok Sabha) and em- 
phasis~ that action in such cases 
should be prompt if it ia to 
servc rhc ciesircd purpose. 

66 139 Rehabilitation The Committee view with am- 
ccrn the hcuvv .Irrears in the 
rcpuymtnt of rehabilitation 
!oms grrinted to the dis- 
placed persons especially 
in the cwern rcijon. It ha. 
bcen urged that "a majority 
of the displ;tced persons have 
not yet becn able to rehabi- 
litate themsclvcs to such an 
cxt~mt as t o  be ablc to repay 
the loans." Ifso, a better course 
would bc to grant a mora- 
torium for a reasonable period 
wid thm start recoveries. In 
rhc matter of recovery of t h m  
I c m a .  the initiative of the State 
Ciovernments will count for 
much. The decision of the 
( h t r a l  Government to accept 
whatever has been reali~ed by 
the State C~overnrnent~, will, 
in the Committee's opinion, 
slacken the recovery appre- 
ciably. They desire that all 
such cases should be reviewed 
periodically. T o  the extent the 
loam are considered to be 
recoverable effective stepr 
should be takcn to ensure 
their expeditious recovery from 
the displaced persons in accor- 
dance with the terms of the 
loans or to adjust them iqcpim 
their verified comjxnsation 
claims. 



67 I41 Rthrrbilitatlrm . Thc Comrnittce uadremtand chat 
the ocrvicts of thc officer m- 
ponaibk for irregular reten- 
tion of advance for purchase 
of motor car had been cam- 
ded for t h m  years after his 
supmannuation. It is surpnr- 
ing why the officer should have 
bccn granted extension of 
.service when the .Secretary 
of the Ministry himslcf had 
informed the Committee 
carlicr In cvidcncs. that au 
the officer was to retire 
shortly, a lenient view had 
k n  taken of the irregularity 
committed by him. They feel 
that the action of the officer 
who recommended the grant 
of extension of service to the 
delinquent oficcr in du- 
regard of the observations of 
the Committee was matt &- 
jectionable . The Committee, 
thcreforc. desire that t h b ;  

matter should be pursued 

The Committee arc inclined to 
agree with the views of Audit 
in para 143 of this Report 
regarding applicatio~ of d e  
19 of the DisplaQd P e l w ~ e  
(Compensation and Reka- 
hilitation) Rules, 1955. They, 
therefore. desire that the 
Ministry should reconsider 
the mamr w d  intimate to 
them the final decision of 
Government without any 
further delay. 

69 147 S R J r C A .  . . The Committee regret to note 
that a decision has not been 
reached by Government e m  
though more than four y w ~  
have elapsed since this matter 
was raised by them. They are 

4 not mnvinced by the argu- 
ments advanced for the conti- 



nunncu: of the Corporation. 
They an: cwncemd to note 
from the mmmcnta of the 
C. & A.G. on the Accounts 
of the Corporation . for the 
year 1960-61 that the Cor- 
poration, which has a paid- 
up capital of Hs. lo lakhs has 
till the end of 1960-61 in- 
curred a cumulative lass of 
h. 10,35,391, which cxmeds 
the paid-up capital. The Com- 
mittee understand that 
Government have already been 
approached for either a subsidy 
to make ptmd the deficit in- 
curred by thc (hrporation 
to date or to suhscribc t o  further 
share capital. The Committee, 
therefore, ~wnsidcr that the 
neccssiry for an early decision 
rcgarchnp the future of the 
Corporation i4 imperativc. 

70 151 SM & F ( I & S ) . 'I'hc (:ommirtcc dcprecrlte the 
manncr in which thc due date 

Iron& Steel Controller'c had been extcnded in this 
Organisat ion casc for no valid reasons. In 

their opinion. i t  is very ne- 
cessary to bc on guard against 
such ttndency ththerwke 
Government will hc faced with 
a situation where their planned 
propammt. of work will be 
dislocated and the ~ v s t  thereof 
will also mount up. They, 
therefive, would like to im- 
press upon Government 
that all, essential details should 
be settled before a contract is 
actually ~wncluded. 

Do. The explanation for the rein- 
statement of the origmal con- 
tract is a9 unconvincing as for 
its cancellation. I t  is not 
clear why the Iron and Steel 
Controller should on his own 
have appoached the Railwaya 



in November, 1957 fiw the re- 
innmtment of the mnvacl 
whidr was caoallcd about 
3 months before. Even grant- 
ing t k r e  was ncej for the 
supplies, the fact thst the 
contraear was readily agreeable 
to  rcin.Uatc7ncnt of the original 
contract (although he w a v  
undcr no ohligari~m to cfn m1. 
was indicative ot' the falling 
marker trends. which thc 
Inm anif Steel Cimtrollcr 
Jid not appreciate. In reply 
to a question why thr. market 
\V;LS not tested afresh. t k r c  
was no satisfactory repl). 
The (iunmittcc fed that thc 
transac~ion has not t e n  dealt 
with in thc best interests of 
Government . T h e y ,  thcrcfw c. 
desirc, t h ~  the matter slwuld 
be invcstigatcd further witti a 
view to fixing responsibility llbr 
thc above l a w s  and the Com- 
mitrcu informed. 

72 158 S M  & F (L & S) a 'The Committee find it dficulr 
to appreciate how an obvious 

Iron and Steel Control- provis~on such as the sub- 
ler's Organisat ion mission c*f invoiccs and other 

data necessary for lodging a 
chim could have txen omitted 
fiom the contract by the Iron 
& Steel Control Organisation 
which deprived Government 
of the rebatc for the third 
quarter. They are also not 
happy about the way the 
rebates were bcing calculated 
by the Iron and Steel Control 
Organisation. This is a reflec- 
tion on rhc working of the 
Controller 's Organisation. 
The Committee were informed 
in August, 1961 that the dis- 
ciplinary aspect of the case 
is under examination of the 
Organisation. No repon has- 



ban ncelvod by them yet 
(March, I*). They w d d  
like to have a m p r t  in the 
matter without any further 
delay. They would also like 
to know the progma r epd ing  
the ncovcrv of rebate from 
supyliers. 

73 16 S M h F  ( I&S)  i~i) The (;onunittee fail to under- 
stand how, in the absence of 

Iron & Steel a verification of the chemical 
Controllet's Organisation composition of the gade in 

question from the books of the 
producer, the Ministry had 
satisfied themselves as to the 
correctness of the composition 
of the material, as given b y  the 
producer. 

161 S M & I ; ( I & S )  (ii) The Comlhittec understand 
that according to the practice 

Finance . . followed in the Ihpartment of 
Customs and Ccntrai Excise, 

All other Ministries benefits of price revisions with 
retrosipectivc effect were not 
allowed to the sellers. They feel 
that this practice should be 
observed by other Depart- 
ments of Government in 
similar circumstances (inclu- 
ding the Dcpartrnent of Iron 
and Steel in the present case). 
The Committee would like to 
have this suggestion examined 
by Government. 

74 164 S M & F ( I & S ;  . The Cornmitee feel that the Iron 
and Steel Control Or anisa- 
tion .had erred in not t aving 
provided for a penalty for the 
breach of the terms uf' thc 
contract as regards shi,, ment. 
They are informed that a 
suitable provision has been 
inserted in new contracts of 
this type since entered into 
by the Steel Control Orga- 
nisation. 



75 1157 s M & F  ( I & S )  . 
JraamdStbel Control- 

ler's Orso;nkPtion 

Do. 

S M & F ( l & S \  

1 & S Controller's Or- 
ganisation 4 - 

liaJwny Board 

(i) Tbc Committet are not at dl 
mtis&d with the q1Prar#ion 
for mu-maintononce of proper 
Acuounts in the Iron and Sr#l 
Conor01 Orgdimrion. They 
ngrct to find that m n  after 
tk Railway Roard hod re- 
quested the S t a l  C o n t d k r  
to devise a suitable pmdurc 
for the proper maintenance of 
accounts in June, 1956, 
the iamr took about a year 
thmafter to di.scus the 
matter with the Railway Board. 

(ii)  'I'he (hmmitzct do not appn- 
crate the belated effort to 
mconstitutelrecompile accounts 
as this involves larger man- 
power and effort. They regret 
to point out that instances of 
this naturc are multiplying in 
the Iron & Stcel Control Orga- 
nisaticm which need scrutiny. 

f iii) 'The Comrnittec consider 
that the Railways also are 
not blameless in the present 
mse. Having known that aub- 
sidy was due from the Stcel 
Equalisation Fund, the Rail- 
ways should have taken steps 
to maintain proper records 
fo substantiating their claims, 
if need be. The Committet 
desire that effective steps 
should be taken by the Railway 
Board to ensure that the re- 
quisite information is furnished 
by the Railways (other than 
those mentioned in this para) 
to the Iron and Steel Control- 
ler without further delay. 

(iv) In evidence, the represtnta- 
tive of the Department of 
Iron and Steel promised to 
check up all cases of the 
r r f d  to in this para % 



which there might be a pos- 
of doublc paymat) %KLm sh a further report 

to the Committee. The Corn- 
mince would defer their com- 
ments till this report is 
received from the Depart- 
ment of Iron and Steel. 

SM & F (1 Lt S) The Committee were informed 
in evidence that the report 

I & S Controller's of the Tariff Commission 
Organisation regarding the retention prices 

to be fixed with effect from 
Railway Bmrd 1st April, 1960 was awaited. 

'The Committee would like to 
be furnished with a fiuther 
report in the matter on receipt 
of the Tariff Commission's 
recommmdations. 

77 171 S M & F ( I & S !  The Committee would like to 
emphasise again that a suitable 

1 & S Controller's Or- procedure to reduce the 
ganisation time-lag in effecting reco- 

veries from the sundry debtors 
of the Stccl 1 qualisation Fund 
to the barest minimum should 
be evolved and enforced at an 
early date. 

78 176 S M & P ( I & S ) I  (i) In the opinion of the Committee 
it is misleading to consider only 

Hindustan Steel Ltd. the quantity of' irtn ore con- 
sumed per ton of pig iron. 
The rates of out-turn and the 
quality of pig iron are equally 
important, if  not more. It 
cannot, therefore, be denied 
that there has been financial 
loss by the acceptance of poor 
quality of ore and treating it 
as u to specifications on the 
a r d c a t e s  of the public 
analyst. 



S M & F ( I & S )  (ii) Thc Committee ngret to naee 
that as late as Fern, xgbr, 

Hindustan Steel Ltd. the sub-stendard inm ore 
accepted by the Dugapvr Pro- 
ject authorities was o m  ?%. 
They desire that the Project 
authorities should uramiw 
the adequacy of the existing 
chccks to avoid acceptma of 
poor uality ore. They would 
~ t & 8 ~ p r i s e d o f & ~  
takm in tlus regard beforr they 
take up for cxarrrination the 
Accounts for the next year. 

Do. 

Do. 

( i )  The Committee wanted to 
know the amount of demur- 
rage claimed by the Port 
authorities since January, 
1960 including the amount 
solely attributable to late re- 
ceipt of shipping documents. 
The representative of the 
Hindustan Steel promised to 
furnish the requisite inform- 
ation later. This is still 
awaited. The Cumminee 
would defer their comments till 
the information is received 
from the Department of Iron 
and Steel. 

'The Committee regret that the 
Project authorities did not 
initiate any action against the 
deliquent official for more than 
five months after the irregu- 
larity came to their notice, by 
which time he had left their 
service. The Committee 
would once again draw atten- 
tion to their of-repeated re- 
commeudation that as socm as 
an irregularity came to notice, 
disciplinary proceedings should 
be initiated and adequate 
punishment inflicted on guilty 
persons. 



------- ---- 
81 r84 SF&F(I&S)  The Committee do not feel 

happy over the action of the 
Hindustan Steel Limited Departma of Iron and Steel 

in instructing the Pmjcct mr- 
thorities t~ proceed with 
the construction of the Hotel in 
November, 1956. They would 
advise greater caution and 
mature consideration in 
matters involving large outlay 
as in this case. 

82 1868;9 DO. The Committee would like to 
(Tntro) - ---. draw attention to their oft- 

All other Ministries repeated recommendation 
that the Ministries and De- 
partments to whom draft 
Audit paragraphs ure sent for 
factual verification should make 
evcry cffort to adhere to the 
prescribed timc limit of 
six wccks so that the Audit 
Keporr is based cm incontro- 
vertiblc facts. If, in cxcept- 
ional cases, it is not possible 
to do so, the correct position 
should be brought to the notice 
of the C:ommittee through 
Audit us soon as possible, at 
any rate before they consider 
the Audit Report, so as to 
enable them to arrive at proper 
conclusions without any waste 
of time. 

83 189 SM & F (Deptt of M&F) From the facts of the case it is ----- --- obvious that much of the co- 
h;C.D(; rrespondence could have been 

obv,ated had the National coal 
1)evelopment Co, oration pre- 
pared its initial estimates with 
greater. 'The Committee 
trust that the Corporation will 
profit by this experience and 
ensure preparation of realistic 
estimates for works. 

84 192 SM&F (Deptt of M&F) The Committee note the 
measures contemplated by the 

Geological Survey of Geological Survey of India to  
Endia. cut the idle time. They are not 



however, fuliy convinced that 
the prcsat  pattan of dep- 
loyment of the drills is the 
b e t  in the circumstances. 
If break-downs are inherent 
in the operations as 'observed 
by Cmernmcnt, it automati- 
cally follows that there should 
he provision for stand-by. 
While it may be feasible to 
to have as many as nine 
reserves, it will be too sanguine 
to overlook this need. The 
Commitnee have also their 
doubts a\ to whether the pro- 
gramme of explorat~on u not 
rwcr ambitious for the avaii- 
able equipment. The  Comm- 
ittee, thercfore, feel that 
this question needs examina- 
 ion dispssionatcl!.. 

65 I W  Transport & 0- (i) '1 '1~ (hmmittee are concerned 
mmunicationr that the findisation of the 

-. - disciplinaq action in the case 
( ~ c p t t .  (tf'~'pt of irregularities noticed in 

the accounts of a Tourist 
office is taking too long a time. 
They would like to be apprised 
of the action finally taken in 
this case. 

jii) Steps should be taken by 
the Ministry to keep there pro- 
gress of expenditure in their 
offices abroad under close 
review, so that &vernment7s 
directives as regards austeriq 
are not flouted. 

The Conunittee regret to ob- 
serve that the Management 
1% Hindustan Shipyard did 
not handled the case of pur- 
chase of galvanising plmt with 
due care. It is surprising that 
the Management went on in 
a leisurely way without real- 



i s i q  that the firm's offer was 
open for a short period only. 
Such lapses in n commercinl 
undertaking are deplon~ble. 
The Committee hope that such 
cases will not recur. 

87 198 Transport and Com- 'I'he Committee regret to observe 
munications that the purchase of Oregtm 

--  - -- - Pinc 'Timber is mother 
(Deptt. of Tpt .) cdsc in which thc Shipyard 

had to incur extra expenditure 
due to lack of vigilance and 
administrative delays for 
which there was no satisfactory 
cxplanntion 

I n  the opinion of the Committec 
the Port Administration did 
not assess thc requirements 
of boilers propcrly in the first 
instance, which (i) rcsulrcd in 
unnecessary purchase of costly 
equipment much in advancc of 
rcquirements and ( i i )  created 
storage prr hlems. 

Thc Committee arc gravely 
concerned to note the irre- 
gularities disclosed in para 38 
of Audit Report via. inaccurate 
and fictitious measurements 
and drawal of funds to avoid 
lapses of budget grant. They 
would like to  bc informed of 
the final outcome of this 
case. 

90 204 I)o. (i) The Committee would urge --- upon Government to take an 
(Ileptt. of Comrn, and early decision in the matter of 

Civil Aviation). revising landing and housing 
charges for aircraft. In the 
context of the large capital 
outlay in providing these 
facilities and the rising main- 

. tenance costs there was no 
justification for continuing the 
old rates fixed 15 years 
ago. 



(ii) As regards charges for 
"en route" facilities to air& 
flying over Indian territory, 
the Committee trust that 
kwing in view the cxpendi- 
ture involved, the Ministry 
of Transport and Commu- 
nications would keep the p0- 
sition under review. 

y r 206 Transport and Com- Prima fa& the loss in the dis- 
munications. posal of Vikings is due to 

- ------- --- inaction both on the part of 
(Deptt. of Comrn. and Government and the Corpora- 

Civil Aviation).' tion. The Committee &sire 
that the matter should be tho- 
roughly investigated and rn- 
ponsibility fixed. 

110. ?'he Committee are surprised at 
the casual explanation 
from the Corporation, 
a commercial undertaking 
that the expenditure on account 
of hangarage, maintenance 
and insurance etc. was only a 
national loss. 

Do. 

Do. 

The Committee regret to observe 
that the information in con- 
nection with infi~~ctuous ex- 
penditure on construction of 
an aerodrome is still awaited. 

In the Committee's opinion, 
presentation of the reports of 
the C & A G on Port Trusts 
to Parliament should not 
interfere with the autonomy 
statutorily vested in the Port 
Trusts. The Commit.  
wiU doubtless keep this in view 
while examining the Audit 
Reports in question. 

WH&S In the opinion of the Committee 
the Executive Engin#r's di- 
d o n  to the firm to despatch 
the steel to Nasik amounted to 
an alteration of the tams of 



the agreement. Having paid 
for the stcel before its receipt, 
he did not bother himself about 
the quality thcreof. The 
Committee feel t h a ~  the officer 
had bem let off lightly in this 
m e .  

Do. 

"":a 
The Committee would like to 

know why instructions issued 
by the Ministry of Finance that 
in all cases warranty Clause 
should invariably be provided 
in the agreement had not been 
followed in the case referred 
to in the Report. They would 
also like to know the result 
of the court case. 

'The Conrnittee trust that the 
Minisuy of Works, Hosuing 
and Supply would ensure 
strict observance of Coda1 
rules regarding preparation of 
drawings and designs. 

The Committee consider it un- 
fortunate that in the name of 
economy, experiments of 
doubtful nature have been 
tried on such a large scale. 
The Committee desired to be 
furnished with the copies of 
the reports of enquiry in the 
case of loss due to acceptance 
of substandard work and the 
f d  action taken by Govern- 
ment which are still awaited. 
It should be expedited. 

"The Committee would like to 
be apprised of the final action 
taken in the case relating to 
acoeptance of sub-standard 
work and avoidable eprpen- 
dime due to defect in a 
contract. 

*so0 227 Do. Thc'(Committee are of the opinion 
that having discovered ceitain 



MECO in rbt piaster work 
during test ch& the CrE 
should bave procecdad with 
a dnailtd rraminnb of the 
work. Had this been done it 
~ ~ o u l d  have becn possible to 
get the defects &ed by the 
contractor. 

Do. 

Do. 

The cases mentioned in para- 
graphs u r - u 8  of Report 
indicate how lack of supexvision 
and technicel uramination 
of works uecutedby contractors 
had led to acceptance of sub- 
standard works. The Co- 
mmittee would urge upon the 
Ministry to take suitable 
steps to tighten the machinay 
for supervision of the work of 
contracts and take deterrent 
steps against those responsible 
for sub-standard work. 

In the opinion of the Committee 
with original re- 

preparation of a 
fictitious bill were serious 
offences which deserved de- 
terrent punishment. 

Do. 'I'he Committee defies their co- 
mments in the case of purchase 
of special cement for a Dairy 
Building pending receipt of a 
detailed note promised to than 
by the Secretary, Minisay of 
Works, Housing and Supply 
in August, 1961. Meanwhile 
they would urge upon the =';Y to expedite the dis- 

o the surplus cement as 
it is reported to be deteriora- 
ting. 

The Committee desire that the 
reasons for inordinate delays ia 
handling the case of overpay- 
ment to a contractor due to 
nmsbservance of rules should 
be invcstigatbdJd~ respansi- 
bility firad. 



10s 238 W. H. & S .  . The Committee arc concerned 
to see such cases ftcu~ing 
year ~fter year. Evm gnndng 
that a time lag between the con- 
struction of a building 
the provision of other s  FEZ 
is unavoidable the Committee 
feel that by carefully plannin 

of contractors the tirnol 
t and properly phasing the wor 

could be effectively mini mat3 
They desire that the Ministry 
of W.H. & S. should take 
suitable steps to avoid 
the recurrence of such cases in 
futum. 

Do. 

Do. 

The Committee regret to observe 
that a decision on the ouggea- 
tion that a single agency should 
be entrusted with work of 
construction of buildings and 
provision of ancillary services 
is yet to be reached even though 
two years have passed. 

(i) Non-maintenance of proper 
accounts and failure to revise 
the rates and recover the dues 
from private parties are in the 
opinion of the Ccunmitpc 
serious lapses for which rcs- 
ponsibility should be fixed. 

(i i)  The Committee would like 
to know when a decision is 
likely to be taken in the matter 
of revision of rates of unfiltered 
water. 

Do. . . The Committee are gravely con- 
cerned to see the inordinate 
delay in handling thc case 
mentioned in para 242 of 
Report. They would like 
to bc informed of the final 
outcome. The Committee 
deplore that no action  ha^^ been 
taken by the Minisvy to fix 
responsibility in the matter. 

YO50  (Aii) LS-24. 



They would like to be informed 
as to how much time it will 
take to finalist this action. 

rog 247 W. H. & S.  . . (19 The Cmmittee fully agree 
with the Comptroller and 
Auditor General that after 
the original scheme for which 
the loan u s  sanctioned was 
abandoned, the entire amount 
should have been refunded by 
the .Delhi Administration in- 
stead of continuing to keep 
it outside Government account. 
Swns could be drawn on other 
schemes as and when they 
were finalised. 

(ii) Thc Committee feel that 
there should be no scope for 
doubt in such financial mat- 
ters. In future the Minis- 
tries concerned with sanc- 
tioning of grants and loans 
to States should take proper 
steps to ensure that the funds 
are properly utilised by the 
latter or refunded promptly 
when not required. 

DO. . . The Committee desire that 
their suggestion made in para 
21 r of the 34th Report should 
be implemented without fur- 
ther delay. 

DO. . , In order to'get aTcorrect picture 
of the position, viz., over- 
payments etc. the Committee 
desired to be furnished with a 
detailed note on the subject 
which is still awaited. 

I 254 Do. . . (i) The Committee are alarmed 
at this state of affairs--cases 
of provisional payments await- 
ing settlement even afier 10 
years had elapsed. They feel 
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that Government had not been 
firm in dealing with the Bnns 
which defaulted in M s h i n g  
the requisite information. A 
time limit should be giwn to 
such firm.; within which they 
should furnish the requisite 
information to enable Govern- 
ment to settle their caws. 
Government might also 
consider the feasibility of 
suspndinp dealing with the 
firms whch are recalcitrant. 
The Committee would like 
to be apprised of the progm 
made by the D.G.S. & D. in 
the settlement of old cases 
and the financial effects thereof. 

(ii) The inflow of new cases 3n 
the Committee's view, indi- 
cates procedural defects which 
require immediate attention 
of Government. 

3 257 W. El. & S . . The Committee do not know 
what prompted the Supply 
Organisation to enter into 
cost-plus. contracts with the oil 
companies especially when 
(as admitted by the D.G.S.&D. 
in the course of evidence) the 
firms were not prompt in 
furnishing the requisite in- 
formation in respect of cost 
of production etc. and the 
material being a by-product it 
was difficult to fix its cost. 

Do. . . The Committee would like to be 
apprised of the progress made 
in the recovery of the ova- 
payment made to the firm 
which went into liquidation. 

Do. . . The Committee attach great 
importance to proper main- 
tenance of accounts of ma te  
rials as their absence is fraught 
with a l l  kinds of frauds, misap- 
propriations etc. They would 
like to watch the progress made 
in the finalisation of old case8 
through subsequent Audit 
Reports. 



-- - 

116 264 W. H. & S. . , The Committee trust that tbe 
Minisay will trike care to 
rrac that such situatiw 

a (Punishing offiars without 
pmper enquiry) do not.rccur 
as they will impair the con- 
fidence of the servica in the 
impartiality of the Adminis- 
tration. 

Do. . . The Committee feel that the 
Executive Engineer, who failed 
to kcep proper watch ova  
maintenance of material-at- 
site accounts has not been 
blamed for lack of supervision, 
They do not see why Govern- 
ment are needlessly mild in 
this particular case. In their 
opinion the case calls for a 
review. They would like to 
be apprised of the results of 
the review. 

Do. . . The Committee deprecate the 
delay in enforcing the reco- 
very of rent and regnt to ob- 
serve that adequate adminis- 
trative arrangements have not 
been made by the Directorate 
to liquidate the arrears in the 
recovery of rent. They would 
like to be apprked of the 
recommendation of the S.R.U 
of the Ministry of Finance and 
the action taken thereon by 
the Minimry of Works, Housing 
and Supply. 

Do. . . Even granting that it was not 
advisable to e the Con- 
sultants, s,- % decision 
on the question of setting up a 
departmental laboratory, the 
Cammittee see no jdcntion 
for continuing the dd firm of 
Consultants at higher rates for 
two years. The Cammittcc 
regret that the D.G., I.S.D. 
continued in his own way till 
1956, despite obj& fnan 
Audit i n 3 5 3  sad I~JO.  








