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INTRODUCTION 

I, the  Chairman of the Public Accounts Committee as authorised 
by the  Committee, do present on their behalf this Forty-seventh Re- 
port  on Appropriation Accounts, 1962-63 and 1963-64, Finance Ac- 
counts 1962-63 and 1963-64 and Audit Reports 1964 and 1965 relating 
to Government of Kerala. 

2. The Appropriation Accoilnk, 1962-63. the Fmance Accounts, 
1962-63 and Audit Report, 1964 of the Government of Kerala were 
laid on the Table of the Lok Sabha on 23rd August. 1965. The Ap- 
proprrativn Accounts, 1963-61, Finance Accounts 1963-64 and Audit 
Report, 1965 relating to Chvernment of Kerala were laid on the  
Table of the Lok Sabha on 22nd Septernl>cr, 1965. As the time at the 
disposal of thc Commlttcc tvas limltcd. t hev  -e!ected only some of 
the important paras from cnch !car's Xudlt Report and examined 
them at  their s ~ t t ~ n g s  held In the Legislative Assembly Chamoer, 
T r i \ m d r u r n  from 27th October t o  1st November. 1965 with the prior 
permission of the Speaker of Lok Sabhn. A brief record of the pro- 
ceedings of each srtting forms part of thc Repr'rt (Par t  11). 

3. The Committee considered and finalised the Report a t  their 
sitting hcld on the 8th March, 1966, at Nett; Delhi. 

4. A statement showing the  summary of the main ronclusions/ 
rccommcndations of thc Committee is appended to the Report ( A p  
pendis I ) .  For facility of reference those have been p r i n ~ c d  in thick 
typc in thc body of the Report. 

5. The Cornm~ttee place on record their appreciation of the assis- 
tance rrndered to them in their exanlination of these r;c.counts bv 
the Cnmptrollcr and Auditor General of India and t h e  Accountant 
General, Kerala. 

6 They would also like to express their thanks to the officers of 
the  Ministries of Home Affairs and Finance of the Government of 
India and Secretaries and other offfcers of the  various Departments/ 
--- - .- . - -. . -- -- - - - 

+Not printed. One cyclostylcd copy laid on thc Table nf the I-fousc and five copies 
placed in Parliament Library. 



Organisations of the Government of Kerala for-the co-operation ex- 
tended by them in giving information to the Committee during the 
course of evidence. 

NEW DELHI; R. R. MORARKA, 
March 18, 1966. Chairman, 
Phalguna 27, 1887 ( S a k a ) .  Public Accounts Committee. 



EXCESSES OVER VOTED GRANTS AND CHARGED APPRO- 
PRJATIONB (PARA 15, Pp. 21-27 OF AUDIT REPORT, 1964 AND 

PARA 12, Pp. 14-18 OF AUDIT REPORT, 1965) 

1.1. The Accounts for the years 1962-63 and 1963-64 disclosed thm 
following excesses over Voted Grants and Charged Appropriations: 

I 962-63 
Excesses over Voud Grants - - - . -- -- - -- 

S1. No. and Name of Grant Final Expenditure Excess 
No. Grant 

I .  Agricultural Income-tax 
and Sales T a x  . 34,70400 35,?8@1 68,421 

XII. Jails . . 42,79,2m 4418,907 1 ,39,7o3 
X XI. Puhlic Health Engineer- 

in@ . 94,37,3OO 1,29~43,260 35.05.960 
XXXII Irrigation . - I ,~~.~I,ooo 1,62,9_(,780 c.64,rSo 
XXXIII. Puhlic Works . . 1 I ,19,86,800 I I ,2840,263 8,53467 
XXSV.  Transport Schemes 4,24.65,&0 4.25.93.5f8 1-27,768 
XXXVII. Pensions , . . 2,04,82,4m 2.10,80,~91 5.98,191 
XL\' Capita 1 Outlay on Irripa- 

tion . 2,91,57.800 3,~9,31,3'r 67.73,571 
LI C~rnrnuved Value of Pen- 
sions I ,5o,ooo 236,183 76,183 - -- -- - - -- --- -- - -- - 

Excesses o w r  Charged Appropriations 

SI. No. :!rid Name of Appropriation Final A p  Expenditure Exccss 
No. propriation 
--. -- "" - *----- -- 

Rs. Rs. Rs. 
I 111. Excise 36,700 36.843 I43 

3 XXXVII. Pensions 2.04400 247,241 43,041 

4 XLIX. Capital Outlay on Trans 
port !&Acmes 1,14000 141412 31,412 

_II- 7 . - .  



1: - 4  I, 

Excesses over Voted Grants 

S1. . No. and Name of Grant Final ~ x ~ e n d i t u r e  Excess 
hTo. Grant 

-- ----___-______---C_ 

Rs. Rs. Rs. 
I I. Agicultural Income-tax and 

Sales Tax . 36,951~ 37.98465 1,03865 

2 X. District .4dministration and 
.Miscellaneous . 91,38,200 91.78~035 39,835 

4 XXI. Public Health Engineer- 
ing . 99,26,5m 1,28,or ,C64 2SY75J64 

8 XLIII. Capital Outlay on Public 
Health 94,63,300 I, 14~3,320 19,&j0,020 

(i XLV I. Capital Outlay on Irriga- 
tion . 2,86,26,900 3,93,86,577 1,0749,677 

S1. No. and Name of Appropriation Final Ap- Expenditure Excess 
N O .  propriation 

-- 
Rs. Rs. Rs. 

I I.  Agricultural Income-tax and 
Sales Tax 20,000 21,702 1 Y 702 



Sl. No. and Name of Appropriation Final Ap- Expenditure Excess 
No. propriation 
--- ---. ..-- ---- 

Rs. Rs. Rs. 
5 XVII. General Education . 1~25,000 1,41,884 16,88 4 

6 XXII. Agkiculture . . 6,72,781 *j -6372,781 

7 XXV. Animal Husbandry . 4,- 5957 145 7 

I (  
8 XL. Miscellaneous 48937,200 48,87249 50,049 

g XLV. Capital Outlay on In- 
dustrial Development . 773960 86,153 845 

1.2. The following table compares the number and amount of ex- 
cess over total voted grants during 1963-64 with the excesses in the 
preceding three years: 

Year No. of cases Amount 
(In lakhs of Rupets) 

- ---- . - - - - . -- -- - --------- -- ---- - .--- - . - - 

1.3. Thc following table compares the number and amount of M- 
cesses over charged appropriations during 1963-64 with the excesses 
in the preceding three years: 

No. of cases Amount 
(In lakhs of Rupees) 

%pendimre incurred on account of decretal payments of land =quidtion charms 
without provimian. 



1.4. Notes explaining the reasons for the excesses under the 
various voted grants and charged appropriations during *e years 
196263 and 1963-64 have been furnished by the Departments con- 
cerned (Appendices I1 to XXVII). 

1.5. The Committee's observations in respect of sone of the cases 
of excesses are recorded in the following paragraphs: 

(i) Grant No. XU--Jails, 1963-64 (Voted) 

1.6. In the note on Group Head "22 Jails (a) (i) Superintendence" 
furnished by the Home Department (Appendix XI) it has been 
stated that the "expenditure under Contingencies was foreseen, but 
the proposal for Supplementary Grant was not submitted on the 
ground that the additional funds required were less than Rs. 5000. 
As per para 53 of the Travancore-Cochin Budget Manual no change 
in the estimates amounting to less than Rs. 10,000 under any sub- 
head of appropriation or detailed account head is to be pro?osed. 
Apart from this, usually explanation for variations for amount less 
than 10% or Rs. 10,000 whichever is less, need not be furnished in 
the Ap2ropriation Accounts. 

1.7. The Committee, however, learn from Audit that para 53 of 
the Travancore-Cochin Budget Manual relates to modifications to 
the budget estimates for the subsequent year. Paras 18-80 of the 
Budget Manual provide for provision of funds by reappropriation 
while paras 84-85 ibid allow taking of supplementary demand to 
cover additional expenditure. The Committee are therefore unable 
to accept the argument for not submitting proposals for supplemen- 
tary Demand. 

1.8. Nor do the Committee appreciate the contention of the 
Department that one of the reasons for allowing the excess to re- 
main uncovered can be attributed to the fact of non-furnishing of 
reasoz~ for variations for amounts leus than 10 per cent or Rs. lo,-, 
whichever is leas in the Appropriation Accounts. 

(ii) Grant No. XXI-Public Health Engineering (Voted), 1962-63. 

1.9. In the note furnished by the Health and Labour Department 
(Appendix XIII) it has been stated under GroupHead 30(e) ( i)+ 
Construction of tube-wells that the excess of Rs. 1,064 was due to 
misclassiflcation. The Commitbe w d d  like the various Dsp.rt 
nwrb to p.iat out suab mireI.rrifiaationr to Audit tmmedi~tely after 
thq cune b notice, for nctifieliti01~ 



(iii) Grant No. XG-Miscellaneous (Charged), 1963-64 

1.10. It has been stated in the note furnished by the Finance De- 
partment (Appendix XXIII) that an excess of Rs. 30,183 was as a 
result of amount deposited in the Courts during the year 1963 in 
satisfaetlbn of court decrees. 

1.11. From the note furnished, the Committee 6nd that the 
amounts in satisfaction of court decrees were drawn in the months 
of October and November, 1963. Since there was sufficient time 
after the drawal of the amounts, the Committee do not understand, 
why Supplementary Demands could not be obtained during the 
financial year to cwer  this expenditure. 

1.12. The Committee find that excess occurred in several cases 
due to laxity of financial control and loose budgeting. The Coin- 
mittee feel, therefore, that a greater degree of financial control a d  
accuracy in budgeting an! called for in order to minimise cases 9 
excesses. The Departments which have incurred expenditnre in 
excess of the grants for two consecutive years need special attention. 

1.13. Subject to these observations, the Committee recommend 
that the excesses disclosed in the Appropriation Accounts, 196263 
and 1963-64, be regularised by Parliament in the manner prescribed 
in the Constitution. 



AGRICULTURE DEPARTMENT 

Atwidable e.qenditure-par 34, page 46 (Audit Report, 1964) 

2.1. The quantity of "Bonemeal" required by the Agriculture 
Department for distribution at subsidlsed rate during 1958-59 was 
estimated at 13,908 tons. The quantity to be purchased, however, w7s 
fixed in the first instance as 4,000 tons in June, 1958 but reassessed as 
6,000 tons in January, 1959. 

2.2. Tenders were invited by the Director of Agriculture twice, 
first in June, 1958 for the supply of 4.000 tons and the second in 
January, 1959 for the supply of 2,000 tons. In the former case the 
contract was awarded to a firm which quoted the lowest rate of 
Rs. 314 per ton f.0.r. destination and in the latter case, it was entrust- 
ed to four contractors at increased rates ranging from Rs. 318 to 
Rs. 336 per ton according to the place of delivery. The extra ex- 
penditure owing to purchase, h a ~ m g  been made In two ir,strtlmcnts 
amounted to Rs. 22.740 computed w t h  reference to the lower rntw 
obtained in June, 1958. 

2.3. The Comntittee desired tn know as to why an ordnr was ploccd 
for the supply of 4,000 tons of bonemeal only, when tht. quantity 
required by the Department for distribution at subsidiscvl rate during 
1958-59 was estimated as 13.908 tons Thc Additional Secrctals. A ~ I -  
culture Department stated in evidence that an assessnierit of the 
requirements was made in the beginning of the year on thtt bas~s af 
the district officers' report and the total requirements indicnttd wcrc 
near about 13.000 tons. In the budget for thc vear, there \\*ifis a pro- 
vision of Rs. 5.75 lakhs for paying subsidies. It was decided to rcs- 
trict the purchase to what would be absorb~d by the amount of sub- 
sidy. The quantity which could be distributed on subsidy with the 
amount provided in the budget worked out to about 6,000 tons. 'I'herc! 
was a stock of 2,000 tons carried over from the previous vear. On 
being asked about the difference between the two figures, the wit- 
ness stated that it was the position a t  that time when the budget was 
prepared. Subsequently, there were some other proposals of giving 
short term loans to agriculturists to buy bonemeal and other fertili- 
zers, which were not in view when the budget proposals were made. 



As such, it was considered that the total demand would be much 
more than the original estimate. Actual purchase could not be made 
because of the limited budget provision. 

2.4. On being asked to explain the meaning of 'giving of subsidy', 
in this caw, the witness stated that after the stocks were purchased 
from the stockists, applications were received from the cultivators, 
who paid less than what it would cost the Government. Actual price 
to the cultivator was 25 per cent less than the cost price. That was 
the extent of subsidy. 

2.5. Explaining why orders for 4,000 tons were placed, the witness 
stated that before the year began, the Department was separately 
negotiating with the manufacturers. There was a great scarcity of 
boncmeal and the Department was not getting adequate quaniity. 
56 manufacturers werc? approached to supply the bone me:^! c m  nego- 
tiated basis. Replies were received from 5 or 6 persons. All of them 
put  tclgc'thrr were prepared to  supply only 2.000 tons. 111 reply to a 
furlhcr question the witness sta!cd that thc Departmerit was aw-;ire 
that it might not be possible to get tho entire quantity of 13,000 tons 
which was asscssed to be the requirement. The Department was 
also ilu.nre that it would be able to distribute 6.000 tons and in addi- 
tirm some add:tional quantity niigh: hl. required for mccting the SP- 

quircr~wnts in the first cu!tivation , s w n  of thc foilowin; yea,. 

2'6. The Comm~ttcc pointd o u t  that ihc Department tvantcd 6 000 
ton.s-4.000 tons for distribution in the same year and another 2,000 
tons for the following year a n d  enquired as to tc-h. the parchaw was  
sp11t i n t o  two 101s Thc \vi!ne9; ~nforrncd the Con~mi+*e*h t h v t  ~ h c  
Depnrtment had already entered into negotiations with the manufac- 
turers who had offered only 2,000 ton? whiIc thtb d e r n a ~ d  v;aLi 6.00') 
tons plus 2.000 tons It war, nntic~patcd t h - ~ t  t h ~  purc!~nst' of 3 0  
tons would mnter~alisc in two (x* thre:. months and nrr'prs wcrc plac- 
ed for 4,OW tons. On b a n g  asked whether the Departzlmt !-wi tned 
to get more than 6,000 tons. the witness rcplied in t h ~  ~!cgntzve r i r d  
added that the Department \\.as firrd~ng r t  c i ~ f f i x ~ l t  t o  cy t  w e n  6.0M 
tons in the normal circumstances. The witness adrn:ttcd that in no 
circurnstancc~ thc Department could have fulfilled tht. es t~mntr  of 
13.000 tons. 

2.7. The Committee desired to know the basis of distribution of 
bonemeal. The Additional Si\cretary stated that i t  was distributed 
on R pro rata basis according to the demand made by the various dis- 
tricts. The Director of Agriculture. informed the Committee that tho 
distribution depended on soil conditions. If the soils were verv 



acidic, larger allotments were made and lesser allotments were made 
w h s e  soils were not very acidic and where other fertilizers could 
also be used. In reply to a further question, the witness stated that 
.even if the estimates were called for from the District Agricultural 
Officers, a real assessment of the requirements was made a) the head- 
quarters before the orders were placed. 

2.8. The Committee desired to know as to how the figure of 4,000 
tons was fixed. The Additional Secretary stated that 4.300 tons was 
fixed on the basis of budget provision. The witness furlher explain- 
ed that the total requirements worked out to 13,000 tons, which the 
Department knew would be difficult to get from the market. Second- 
ly. there was not enough money provided in the budget to buy the 
bonemeal and distribute it at subsidised rate. The decision had to 
be taken immediately in regard to the quantity required to place 
orders. It was calculated that with the available budget provision, 
the Department would be able to subsidise to the extent of 6,000 
tons only. The total requirement for the year was 6,000 tons plus 
2.000 tons for the following year totalling to 8,000 tons. As against 
that. there was a held over stock of 2,000 tons. 

2.9. In reply to a question the witness stated that bcc:uusc of the 
difficulty in getting the requirements through tenders, the Depart- 
ment went in for direct negotiations with the 56 people. The De- 
partment also thought that it would get i t s  requirements at reason- 
able rates. On being asked whether the reason to reduce the quantity 
from 6.000 tons to 4,000 tons was due to the issue of a tender enquiry, 
the witness stated that it was not due to the issue of t~ncler enquiries. 

2.10. The Committee desired to know as to why the tenders were 
not invlted for all the 6,000 tons. The Director of Agriculture in- 
formed the Committee that generally their experience had been ?hat 
if the requirements for the year were intimated, the price in the 
market for the bonemeal went up. As the bonemeal was in very 
great demand, if they invited tenders all at once in a lumpsum for 
large quantities, the prices tended to go up. The prices went up in 
the market wen  if the tender for 3,000 tons or 4,000 tons was put up. 
The witness further added that it was a deliberate decisicn to restrict 
the tender to 4,000 tons. In reply to a question, the witness stated 
that the negotiations started sometime in December and the decision 
to enter into negotiation was taken a little earlier. Sometime in 
February, next year, the Director wrote to various people. 

2.11. On being asked whether there was a notice cnlling for k n -  
dcnr, the witntr stated that then was no tender notice to those !M 



people and that was only an enquiry. On 11-1-1958, the Director 
was asked to assess the total requirements of bonemeal for distribu- 
tion and the Director was also asked to state whether the bonerneal 
should be got through tenders or by direct negotiations with the 
manufactuYers at the agreed rates which might be cheaper than the 
market price. A report was received from the Director sometime in 
.4pril, 1958. The Director was holding negotiations with the rnanu- 
facturers between January and April, 1958. The report of the Direc- 
tor was examined. After further correspondence, one firm had 
offered 500 tons, which was the biggest quantity. Soon after the 
orders were placed, intjmation was received from the Government of 
India stating that the firm had been black-listed. 

2.12. On being asked whether those 56 people were excluded when 
the tenders were issued, the witness replied in the negative. 

2.13. In reply to a question. the witness stated that tile total 
quantity rcqu~red was not mdrcated to the manufacturers. They 
were asked to indicate the maxmum quantity they could supply and 
the rates and terms at which they could supply. Only 6 persons had 
re..ponded who accounted for only 2,000 tons. Since the negotiations 
completely failed. tenders were invited again. 

2.14 On hc ng asked as t c )  what happened between June. 1958 
(when decislon to ~nvi te  tenders fcr 4,000 tons only was taken) and 
January. 1959 (when issue of another tender was considered, the 
negotiations having fa:led) . the witness stated that during that 
penod, the Department was finalising arrangements for the purchase 
of 500 tons for whlch orders were placed on the firm. But by the  
end of the year t h e  Department came to know that the particular 
firm had been black-listed. In a note recorded by the Secretary on 
11th June. 1958 it was ment-crntd that the Arm was supplying spuri- 
ous manure to the blysorc G,~vernment and therefore. it was not 
safc to do husincs with the firm. 

2.15. Thc Committee dc.s~red to know whether the Department 
negotiated with the party with whom the  order for 4,000 tons was 
placed ta lncrcasc the quantity to 6,000 tons at the same rate. The 
witness replied that the Department did not do so k a u s e  the De- 
partment was stdl hoping that the negotiations would succeed. It 
was on 1 lth Junr,  1958 that the Department came to know that t h e  
pnrty which had quoted ttic l o w e s t  rate in the negotiations could 
nnt be approached. But thc Department was continuing corms- 
pndmce with the 4 cr  5 other parties to And out whether those 
parties could improve the terms of supply. The formal decision to 
give up negotiations was taken almost in the subsequent financiar 



.year. He admitted, however, that in January they knew 
that indications were fairly dim but before the decision to issue 
another tender was taken, formal decision to abandon negotiations 
had not been taken although theS knew that this was nqt likely to 
bear fruit. 

2.16. In reply to a question the witness stated that the flrst s u e  
cessful tenderer tendered for the second tender also and supplied 
400 tons in the second time. 

2.17. An unhappy feature of this case is that although the re- 
quirements were estimated at 13,908 tons o f  bonemeal, and funds 
for subsidy were available for 6,000 tons, yet instead of attemptin@ 
to purchase 6,000 tons, this quantity was split up into two lots and 
tenders were invited for 4000 tons oniy, at the beginning. The a r m -  
ments advanced for doing so, that there was paucity of funds and 
there was scarcity of bonemeal in the market and that if all the re- 
quirements were put together in the tender the prices would have 
gone up are not convincing. For, funds for the entire amount of 
6000 tons were available and the entire quantity was actually pur- 
chased. though in different lots. and prices paid for the second lot 
of 2.0 tons were much higher than the prices paid for the first lot of 
4,000 tons. In the opinion of the Committee, the futile and prolong- 
ed efforts of the Department to procure 2,000 tons of bonernear 
through negotiations instead of through proper tender, were hardly 
justified. In thew circumtances. the Committee are unahlc to find 
proper justification for not purchasing all the 6.000 tons of bonemcal 
in one lot, which resulted in an extra expenditure of Rs. 22.740. 
which was avoidable. The Committee would, therefore, dcsirct the 
Departments to guard against such cases which result iri rmneccs- 
s a w  expenditure to the Exchequer. 

Establishment of one hundred acre farms at Koothaii and Knzha- 
para 32. pp. 37-40 (Audit R e p o ~ t ,  lW5) 

2.18. In December, 1957, the State Government sanctioned the 
establishment of 2 farms of 100 acres each, one at Koothali in Kozhi- 
kode Distrxt and the other at Kozha in Kottayam District, with 
the able& of conducting research on crops other than paddy, such 
as Mango, Sapota. Jack, Cocoa, etc. A grant not exceeding Rs. 1.83 
lakhri was sanctioned by the Government of India for this scheme 
on condition that their share would be limited to certain prescribed 
proportions of the actual expenditure on recurring and non-recurring 
items. The to ta l ' e~~endi ture  incurred on the scheme upto the end 
of March, 1964 amounted to Rs. 8.76 lakh. 

2.19. No research is reported to have h e n  conducted (May, 1964). 



Koothali Farm (Kozhikodz District) Actual Expenditure: Rs. 3-67 
lakhs (upto May, 1964) Started in January, 1958 in the area 
transferred from the Revenue Department 

2.20. In  May, 1959, the Department decided to abandon the  site 
when i t  came to notice that t h e  area would be submerged in the 
rcservoir of the proposcd Kuttiadi Irrigation Project. The site was, 
however, abandoned only in March, 19&3. as an  alternative site could 
be chosen after about four years in February, 1963; the  site aban- 
doned was transferred to the Revenue Department in November, 
1963. 

2.21. Thc total expenditure mcurrcd ror cu!tivstion purpose; (in- 
clitdlnq land de~lOp1nen t )  an  the abandoned slte was &. 2-39 lakhs 
(Estnl~l~shment :  Rs 0.73 lakhs; land development Rs. 0.25 lakh 
and other contingcnclcs: Rs. 1.91 lakhs). Out of this, expenditure 
amcvuntlng to Rs 1-45  lakhq was incurred after t h e  dearion of May, 
1959 t o  abandon the  s ~ t e  

2.22 The rccc~pts  from cult:vat~vn during thls p ~ , - i o ~ .  arni~unted 
11' R s .  0, 17 l ak !~  Thv nc.1 :nf~-uctuous expcnd!t..~.rc thus  amounted 
to niwut Rs  1.38 iakhs 

3 23 T h t ~  Comrnltter* r i w 1 1 - t d  to know whether any re5earch work 
on c.!?,j>i w b  % * ~ n g  car! <>d on at present in t he  f a r m  ... T ~ P  +4ddi- 
tionnl Secretary lnfarmed the Committee that it had slnce develop- 
ctl i n t i 1  a ! ,+IT 1). fitl54 station and in Kozha w m e  work was going on 
'3.. I)~!.t't'ic)r ctf .~.r:~~c'ultur~t~ f:lrir:er ;nfvrmcd t h e  Corvm :tee t ha t  
t h * )  tlilforc~nt hybrslci \rarict!es under dlffcrcnt c ~ r t i l * : ~ > n c  wcrc br.,ng 
1 1  i 711r> t ' t \ . t *n~ , i~  \v:rrk Lvrwld ct)lnmcncc a f t w  n i l  t he  materi l l  
had hecn coliected. The  witness fur ther  stated that  on mango and 
s 1 o s  1 I s t  The u - ~ ~ r k  313d hen p1.7r.nrd 
accurdlng to n technical programme for ca r ryme  cwt rt\.-tx-ch. 'The 
p!on:itlq hod b w n  done on the hasls of the  rescarrh nvrk t1-1 b c ~ m -  
I !  I s t  i t  r l f t t~r  thcv a!ta:twcf thc  ;t:t,?- n! !l.nwr.ng, 
t 1 1 t b  :~cfi~aI work would commence. On be:ng a s k 4  :rbt.ul the dday  
o f  ~ P V C ~ I I  \~:ir . i  f w m  1957 tc) 1964, tiit, witness srartxi t h a t  :+ piants 
were planted In I!)(iO, and they had to  conw to some stage and suffi- 
c.mt ma:rrlal ! m l  to be cullwttui On being asked 3h2u1 the  re- 
mnrks in thc Audit Report, the Additional Sccrctwy stated thnt 
tc~chntcnlly. it wi~s  correct thnt  no rcsearch had hren d0r.e. But the  
fnundatlons had been laid and they were in the stage of takmg it 
further. 

2.24. On being pointed c u t  that  the original scheme envisaged 
that it would take n pnod of 7 ?.cars before t h e  research worlr was 
started, the  Add~tional Swretnry it~formed the Committee that  the 
actual possession of land took sometime and t h w e  was uncertainty 
about the programme. Thew was also some ccmtrowrsy about the 



unsuitability of the site etc. 

225. The Committee desired to know as to why a sum of Rs. 1-45 
lakhs was incurred in regard to KoothaIi farm after the decision to 
abmidon the farm was taken in May, 1959. The witness informed 
the Committee that as soon as the decision to abandon the farm 
was taken, instructions were issued not to take up any perennial 
plants. The arecanut and coconut nurseries and the bullocks which 
were there had to be maintained. Whatever had bcen completed 
were continued to be maintained. The investigation of the Kuttiadi 
Project was sanctioned in November, 1958. There were changes in 
the technical decision in regard to the location of the dam and other 
things which was done in April 'May, 1959. It  was at that stage 
that orders were issued not to take up any expenditure which could 
be avolded. Instructions were also issued to look out for alternative 
sites and one site was tentatively approvtd. There was also consi- 
derable public agitation in the Kuttiadi area against the farm being 
shifted. So another attempt had been made to find out a suitable 
site in the same area. 

2.26. On being asked as to how Rs. 2.89 lakhs were spent on t h e  
development of the land, the witness stated that there were lot of 
jungles which had to be cleared Paddy swamp area had to be laid 
out into plots. The main drainage channels were dug. Heavy flow 
of water from the hillock was regulated by earthen bund reservoirs. 
Mud roads were also laid. 

2.27. The Committee have been informed by the Department in 
a subsequent note (Appendix XXVIII) that a sum of Rs. 1.43,371 
was spent on the Koothali Farm upto May, 1959 whcn a decision to 
abandon the site was taken. Out of the sum of Rs. 1.45 lakhs spent 
after May, 1959 and upto 31st March, 1963 (new site was taken 
possession of on 26th March, 1963). only Rs. 61,684 was spent for 
cultivation purposes. It has been stated further that no expendi- 
ture was incurred on the old farm (abandoned) after 31st March. 
1 963. 

2.28. While the Committee appreciate that s research projaet of 
this nature d m  take time to mature, they feel that the time taken 
in this case was excessive. This was partly due to the sukqucnt 
d e e i h  to ababdon B e  d d  site ot tbc farm. The Corninittot a l * ~  
feel that if the delay of faur years in abandoning tbc old site of the 
iw had bum avoided, a wrbstantirl part of the expsadlturc of 
about b. 1.45 1- incarred on tbt old site could have bsop avoided. 



2.h. 'l'he Committee hop& tbrt there would rot be any vndu 
&'lay in starting the actual research work at the mew site oE tho 
KOathaIi Farm. 

Kozhu Farm (Kottayam District), Expenditure incutred. Rs. 5.18 
lakhs (Up to  March, 1964), Farm operation darted ih AugW, 
1958-Para 32 (b)  ( i )  , p. 39. 

2.30. Land measuring 91.50 acres belonging to private parties wJil 
acquired at Kozha by the Agriculture Department in July, 1958 and 
May, 1950 a t  a cost of Rs. 2.33 lakhs. 

2.31. In February. 1960, the Director of Agriculture reported to 
Government that this land was not fit for establishing the research 
farm and that the Department should not have taken possession of 
the site and referred in this connection to the report of an officer 
who had reported on the unsuitability of the site in 1958. An ares 
of 62-73 acres has m e  been utilbed for carrying out some explo- 
ratory trials on introduction and acclamatization of some new c rop  
and for growing crops like ginger, tapioca, etc.. to work out the 
economics of cultivation of such crops as inter-crops. 

2.32 The Director of Agriculture stated in October, I964 that 'a 
sbond foundation has already been laid for starting r e s a ~ ~ c h  on all 
crop other than paddy'. 

2.53. In reply to a question, the witnees stated that in regard to 
Kozha farm, which was started in 1958-59, there was some contro- 
versy in 1960-61 and there was some pressure from some people 
for the site to be chifted which also wntnbuted to some delay. It 
took five years to do experiment in this case. 

2.34. The Committee drew the attention of the witness to the 
report af the D i m o r  of Agriculture made in February, 1960 about 
th4 unsuitabfltty of the site as pointed out by an umcer in 1938 and 
wanted to know why the Department had taken -ion of the 
&t& The witness informed the Committee that this particular 
r~por-t of the Director was made in a particular context. There ww 
contr~crsy about the unsuitability of the soil. The whde  h a o r y  
was gone into and the Director dealt with the allegatiom and re- 
ported that I t  was not really bad. The land was only representative 
d the terrain and soil of the place. It  was a fact that there was an 
atport report abwt the unsuitability of the land. The Director was 
not r technical penon. The Dircctar had stated that he did not fed 



14 
tompetent to cwelcrule the technical opinion. The soil was capable 
af beiw used because all over the area there were crops of that 
Lfnd. 

2.35. On being asked as to why this particular land v a s  pur- 
abased in 1959 for the purpose for which it was not suitable accord- 
ing! to the best technical opinion then available, the witness stated 
that in 1958 certain officer reported that it was not suitable at all 
for the purpose but on the file there was no definite reason gken by 
the authority who had ordered acquisition as to why the technical 
opinion was over-ruled. The decision to over-rule the technical 
advice was taken in 1958 at the Minister's level. Asked whether the 
land was forced on Government as it could not be disposed of, the 
witness stated that about 45 to 50 acres of land was acqu~red from 
one family but there was nothing on the file about the acquisition. 

2.36. On being pointed out that the land acquired ,by the authority 
was a M e r e n t  land and not the land seen by the Director of Agri- 
culture, the witness informed the Committee that as far as the 
acquisition was concerned there was a report from the Direclor of 
Agriculture wherein he had stated that some land was shown to him 
on the basis of recommendations of the local ofRcers and after inspec- 
tion the land was acquired. In reply to a further question, the 
witness added that up to the end of 1963-64, an expenditure of 
Rs. 2,84,543 has been incurred which excluded the land acquisition 
charges. 

2.37. The Committee feel perturbed over the revelations made in 
this c ~ s s  The Committee ibd  from the copy oi the D.O. lcttcr 
No. 1Y7/60 AB(As.p.4) dated 15-2-60 from the Secretary, Apicul- 
tare D e p m b e n t  to Director of Agriculture furnished at their 
instance (Appendix XXVIII) that the Report of the experts dated the 
17.358 c l tu ly  showed that the land was unfit for the purpose of 
stadng the Research Farm. The Secretary had also pointed out h a t  
the inspection d the site by the then Direetw if Agriculture was not 
exbardive. The Committee are surprised that in spite of this, the 
land for the farm was acquired in July, 1958 and May, 1959 at a cost 
of l&. 233 Wrbs after the technical opinion was overhauled in 1958 
a t  the M i t e r ' s  level. 

2.28. In the same letter it has also b a n  revealed that the W ~ t o r  
d Agrietrlbrc had pdnbd mt that the lands 1b. t  wcre being 8c- 
illlrad were not cxnctly the lands that he had ~aan before and that 
some af the good lands which bad besn shown to him and which 
w d  have baa v a y  &l for the Remarch Station, wcre not in- 
*baQd ha the aquUtioa. Tbe r d t  h that ottt d 91.50 rcraar of 
\ud qrdrrsd, oaly $2.75 acres have since bean u t i M  far explan- 



tri.b and an clrpenditure of Ra. 2,84,5$3 has already been 
e ~ ~ l ~ d i n g  land acquisition charges. 

2.a. The Committee desire that a thorough investigation should 
k made in b i r  case in order to find out (i) why the acquisition was 
made under these circumstances and a h  (ii) who influenced the 
*ubftion of this land. The Committee desire that responsibility 
h u l d  be fixed for this transaction which appears to be a producq 
of unhealthy influence. 

Para 32 ( b )  ( i i )  , p. 39. 

2.40. Sixteen out of twenty buildings acquired at a cost of Rs. 28,364 
in the land acquired for the scheme were disposed of in auction in 
August-September, 1961 for a sum of Rs. 4,062 only. The successful 
bidders for the remaining 4 buildings had not remitted the sale value 
till May, 1964; the Department proposed to reauction them (May, 
1964). 

241. In regard to the acquisition of 16 buildings the witness 
informed the Committee that most of the buildings were small huts 
which belonged to various parties. There were only one or two 
tiled buildings. An attempt was made to find out whether build- 
ings could be used for purposes such as quarters. Only 9 were to 
be used out of 20 buildings. Some estimates for maintenance and 
repairs were prepared. It was not considered -~orci~while to repair 
the buildings when it was found that on an average it would cost 
about Rs 3,000 by way of maintenance charges. So it was decided 
to dispcx;e of the buildings. 111 the case of 4 buildings whose success- 
ful bidders did not remit the sale value, the earnest money deposited 
in the auction had been forfieted. Out of these four buildinp, cne 
had been dismantled by the builder himself and the other three were 
auctioned for a sum of Rs. 1,460 in all. On being asked whether 
 ere was any niention in the Project Report of the scheme that 
the buildings were also to be acquired for the pu'pxe of imple- 
menting the scheme of research, the witness stated that the lands 
were to be acquired and along with that., houses had also been taken 
ever. 

242 In the opinion of the Committee, if most of the builditqp 
wem huts which could not be put to any use, no extra amount should 
Lave beam spent in acquiring them along with the land. 

Para 32 (b) (iii) --pp. 59-40. 
2.43. The work of prwidfng wire fencing to the farm at Kozhat 

Was entrurted to a labour contract society in March, 1959 at an ssti- 



ft 
matid cost of Rs. 16,W. As the society abandbned the %orb aft& 
executing a small portion of it, the remaining part of the wotk wid 
entrusted to another contractor a t  higher rates in December, 1- 
after inviting fresh tenders; the extra expenditure umtrunted to 
Rs. 14,978. Government stated (October, 1964) that the Registrar of 
Co-operative Societies had been asked to recover the amount from 
the society by withholding payments due to it. 

2.44. In regard to the loss incurred as a result of entrusting the 
work of providing wire fencing to the farm at Kozha to a Labour 
Contract Society, the witness informed the Committee that a loss of 
Rs. 13.582 was mcurred in the process. In  reply to a questlon 
the wltness stated that the Society was registered on 19.6.1958 and 
the contract was given in March, 1959. At the time of enquiry there 
ware 75 members. On being asked whether any earnest money was 
taken from the Society for the execution of the work, the witness 
stated that under the rules earnest money was not collected from 
the Society and further added that the Labour Contract Society 
was started as an experimental measure, and in those years certaim 
concessions were given which included the concession regarding the 
earnest money. 

2.45. In reply to a question, the witness stated that the bank 
balance of the Society was about Rs. 30 and it had no other assets. 

2 . a  In reply to a further question, the witness stated that the 
work was entrusted by the P.W.D. ahd the Department had aslnd 
the P.*.D to realise the amount. The Chief Engineer had stated 
that nothing could be realised. So the Registrar of the Co-operativd 
h e t y  was asked to find out whether anything could be reaUsed 
through his Department. I had been found that the working of the 
Society was thoroughly bad and the Regdrar had ordered the liqu1- 
dation of the Society The Registrar had reported that the assets 
of the Society were only Rs. 28 and so the loss could not be realisid. 
On being askcxi as to how the Registrar could reahse the duel 
from the Society, the witness stated that there was the moral great- 
sure of the Department The Society was working under the 
control of the Registrar and ~t could be persuaded to clear the dues. 
If iZ was not possible, the Society had to be liqu~dated and the 
liquidator could be asked to see whether the dues at the Government 
could be paid. * 1 

2.47. The Commfttee find from a note stfhnitted by the Depatt 
ment subsequently that as on 30.6.1959 there were 729 members om 
the Society with a paid-up share capital of Rs. 780. It  has also been 
stated that the Block Development CMker, Uzhavoor was the Ex-  
OflEcro President and the Junior Engheet, Kuraviiangad wm tW 

E s @ i c b  Member d the Co-operative Society (Appendix XXIX). 



248. Jt #? ~ ~ r e t f ~ p g i ~ n  of tbe C ~ M f t e e ,  how the 
?+ip of the Co-ppraqyg W e t y  dtter j~r~ied to such (ur -tent 
yifiiq a sho~t  period n h m  9 of$ciol wqs 144 yr@dem( pf the Sorib 
ty p 4  mpsq 8 Mwbv. It igdicntq that t b w  tp dsclb .rae 
negligent of their duties aqd respopsibilities sad hrd not cared to 
safeguard t b  interests of the Government. The Committee would 
like the Goverqmeat t9 t* due notice of these Iapsqs. They sbould 
&o iuwc genera instructions that when government of8ciaI.s re 
?be office bearers of any k i e t i e s  tbey should, inter aliu, safeguutt 
the financial interests of the government in any dealings of such 
&ties. 

Scheme for the development of rubber plantation-Para 36, pages 4C 
45. (Audit Report, 1965). 

2.49. In June, 1961 Government allotted, free of cost, 77 acres nf 
land to 22 persons under the scheme for the development of rubber 
cultivation in Mukkunnimala. Quilon District. The entire area was 
within the firing range of the Defence Department (which was 
established in 1937), but this was brought to the notice of Govern- 
ment by the Director of Rubber Plantations only in September, 1981, 
when the actual firing practice started. The lands allotted were 
resumed in July. 1962; fresh land was allotted free of cost to the 
persons at a different site. The resumption of the land already 
allotted involved the payment of Rs. 42,875 as compensation towards 
the value of improvements already effected therein. 

2.50 Government stated 111 March, 1964 that the fact that the  
area fell withm the firmg range escaped the notice of the survey 
party also. In July, 1964, Government stated that action had been 
hken  to fix the responsibility for the loss; but reported subse- 
quently (December, 196.1) that the matter was not being pursued 
further based on the report of the Chief Conservator of Forest-s 
that his Department had not been informed of the purpose for which 
%he land in the pcmeslon of the Defence Department was put to 
use its effects on the adjoining a m .  

2.51 Explaining the nature of the Schemt, the Additional Seer* 
tary stated in evidence that the scheme was intended to provide 
m e  work to educated unemployed persons. 31 a c r s  were given 
b each individual and persons were seltwted by a district committee. 
On being punted out that the survey m a p  or the village records 
of the land should have indicated that the land stood in the name 
of the Defence Ministry, the witness statcd that there were 70 and 
odd acres which belonged to the Detence Ministry and that area 
was nut involved. The area was beyond those 70 and odd acres 



where allotments were made. Substquently, the Defence M r y  
had informed the Department that they had a fidng range in thorn 
70 acres and certain area adjacent to that area had to be kept UI 8 
danger zone. Actually, there was no information about that 
earlier. The 77 acres had not been touched. 

2.52. In reply to a further question, the witness stated that the 
Department came to know that the area came within the firing 
range in July, 1961 after the N.C.C. had started their practice from 
July, 1961. 

2.53. He further added that the danger zone had to be maintain- 
ed. The Department had no knowledge of the exte~;t up to which 
the danger zone had been extended. On being asked whether 
there was any notification in regard to the firing range, the witness 
stated that there was no notification for firing range; but thme was 
notification in regard to danger zone. The witness added that the 
Ministry of Defence when asked were not in a position to s;:y whc- 
ther there was any notification issued by them in that regard. 

2.54. :lsked whether the persons wcrc told not to incur further 
expenditure on the land, after it came to the notice in 1961 that 
the area came within the firing range, the witness stated that there 
was no indication in the file to that effect. 

2.55. In reply to a question, the witness stated tha: the schcme 
had provided for certain loans being pven to thc people to devc- 
lop, improve and raise plantation. A sum of Rs. 750 per acre was 
given to each individual as per the scheme and the amount was 
paid in instalments. A sum of Rs. 22,780 had betan p d  to  those 
educated unemployed people on 30th July, 1962. 

2.56. In reply to a question, the Commlttec were inlormid :hat 
one individual was given Rs. 5,800 as compensation as he had cons- 
tructed a fairly pucca house, installed 12 looms and was also ~ u n -  
ning a school for weaving. Out of 31 acres, 3 acres was to bc ustd 
for rubber plantation and 50 cents could be used for house 2nd 
other purposes. 

2.57. The Committee desired to know the basis on which the 
compensation of Rs. 42,875 was calculated. The witness stated that 
compensation for the buildings put up there and for the fmprove- 
ments that had been made on rubber plantation waa worked out 
by the Tehsildar appointed for the purpose with the help of local 
P.W.D. officers. 



2.58. The Committee have hen furnished with further Morma- 
tion (Appendix XXX) on the following points:- 

1, A note showing the date of allotment of land and the date 
when the allotteea took actual possession, the amounts 

'of loan given to each person, the dates when the loans 
were given, etc. 

2. The date of communication from the Defence Department 
intimating about the firing range, in the area. 

3. The basis on which campensation towards the value of 
improvements made in the land was arrived at. 

259. The Committee feel unhappy to note that there was lack of 
cosrdination amongst various authorities, civil and defence, as 8 
result of which the jungle area falling within the danger zone of the 
firing range was cleared and allotted for rubber plantation to indivi- 
duals. 

2.60. It is surprising that there was "no Gazette notification 
informing the public of the existence of the range of the danger zone 
behind it" (vide Minutes of meeting held on 3rd July, 1962, in the 
room of Chief Secretary to Government of Kerala). The Committee 
would desire that in all cases where firing ranges exist it should 
invariably be the responsibility of the authorities concerned to notify 
the public about the firing range and the danger zone. Apart from 
that, special efforts should be made to bring this fn:t to the notice 
of the !nral inhabitants, more so if the range is surrounded by jungle 
area. 

2.61. It is needlehw to say that the Department of Agriculture are 
mot also freb from blame in this case It transpired at tbe meeting 
held on 3rd July, 1962 in the room of the Chief Secretary to Govern- 
ment of Korda, that even in 1960 when clearance of the forest area 
was taken up by the Director of Rubber Plantations, there were cam- 
plaints that Bring prevented the contractors from rltiLising a11 the 
time available. But all the action taken at that time was to come to 
an understanding with m y  authorities to clearly specify the periods 
during which the target practices took place in ordm to facilitate the 
.clewing of the forest growth during the clear period. 

262 It is clear therefam that the Department had Lnowkdge d 
the danger involved evun in 1960, and in spite of this, they wemt ahead 
with the work of clsrrrnee of fomsb md allotment of laad fot d- 



3) 
ratiam. This action, which is inexplicable, has r*ul&d iq Wvrua- 
remi's getting invdved in p i y i ~ ' c o m p s n s c l t i ~ ~  of R6. 42,78fi wpcb 
was totally avoidable. 

2.63. The Committee are also sqrlsed t b t  even in 1981 the in& 
rldur;t wore not told not to incur further e w d i t u r e  on the l a d ,  
whm it was oBcially known that 'the are* cgne 9 d 0 r  the danger 
some. Tho Committee hope that such lapses would be avoided b 
future. 



EDUCATION DEPARmNT 

Obtdete test books-para $6 ( i i ) ,  p. 114 (Audit Report, 1965) 

3.1. The Text Books OiXce, Trivandrum has the monopoly of 
-lying Text Books required by schools in the State. In a num- 
ber of cases, apparently owing to over estimation of actual require- 
nlents large stocks of Text Books remained unsold, year after year. 
The cost of books so rendered obsolete during the six years ended 
March. 1963 (excluding cases where the balance stock was less than 
10 per cent of the total number of copies printed, purchased and 
less than 5,000 copies) amounted to Rs. 6.30 lakhs, at 70 per cent 
face value (percentage adopted for valuing closing stock). A part 
of  the stock of books rendered obsolete by March, 1960 and costing 
Is. 3 35 lakhs was sold by auction in December, 1961 as waste paper 
fetching only about Rs. 26,835 which worked out to 8 per cent of 
the cost price. Balance stock of value of Rs. 2.95 lakho is to be 
disposed of (October, 1964). 

9.2. Explaining the reasons why large number of copies of text- 
Bpdw were left unsold due to over-estimation, etc., the Secretary, 
Education Department stated in evidence that the estimates f o r  
pnnting of text books were usually prepared by a Committee which 
included the Secretary, Education Department, Director of Public 
Instructions, the Text Book W e e r  and the Press Superintendent. 
That Committee generally took into consideration certain factors 
such 36 the number of copies sold during the previous year. the 
number of students in the perticular standard during the year or 
tht previous year and the possible increase in the number of stu- 
dmb during the following year for which the badrs were being 
prlntcd. It also took into consideration the possibility of second- 
hand books being purchased by the students On that basis the 
number of bocrks to be printed were determined and the Govern- 
ment Press Superintendent was asked to print the books. The 
witness further stated that Kerala was the only State where the 
printing of text books had been entirely natianalised. 468 items 
were printed during the period from 1958 to 1963. 



3.3. The Secretary further stated that it might be possible that 
the Department might have estimated the number of boob  on a 
liberal basis as otherwise there would be criticism ii the boob 
required by the students were not supplied, especially when the 
State had nationalised printing of text-books. The Department had 
been abundantly cautious and had taken care to see that boola 
required were printed. The witness added that there were inst- 
ances, where students had not purchased any books. 

3.4. The Committee desired to know whether a aituation like the 
one dealt with in audit para would not arise if text-books were 
declared obsolete or were changed very often. The witness stated 
that normally they changed the syllabus once in five years. But 
there were instances where the changes were made for other ma- 
sons The text-books were changed in 1958 but again in 1961 owing 
to recommendation of Mudaliar Commission Report. The Director 
of Public Instructions added that the value of books which became 
obsolete was Rs. 6 lakhs. The witness further added that in 1958- 
59, new syllabus was introduced as the duration of schooling was 
reduced from 11 to 10 years. New text-books were introduced in 
that year i n  the lst, 5th and 8th standards. During the following 
year, only the books of the previous year became obsolete in the 
higher standard 

3.5. The witness agreed with the Committee that it would be 
ideal if they could plan ahead on the basis of the knowledge about 
the text-books that were going to run out, but pointed out that on 
practicai side some difficulties about margin of shortages, demur- 
rages, damages, etc., and books being spoiled in transit area 

3.6. In reply to a further question, the Director of Public Ins- 
tructions stated that text-books were drawn up with reference to 
syllabus when the text-book scheme was nationalised. The change 
of the school t e r n  from 11 to 10 years abo had necessitated the 
rewriting of text-books. The adoption of Mudaliar Commission 
Report also had necessitated further rewriting of text-books on all 
the subjects. 

3.7. On being asked about the loss or gain under the scheme of 
nationalisation of textbooks the Secretary stated that if the a m  
rage for the last few years was taken, the gain would be about 
Ra 20 lakhs a year. 

3.8. On being asked whether the Department had found out the 
possibility of distributing the books to poor students before thome 
were disposed of as waste paper, the witness stated that there waa 



already a scheme to distribute free books to poor rtudenb of 1 ~ 1 1 ~ ~  
classes. But these particular boob were of no use as those boob 
were obeolete. 

3.9. The Committee desired to know whether the printing of 
text-booksawas delayed or held up for want of printing papers at 
any time. The Secretary stated that the printing of text-boob 
was not delayed for want of paper in any case, and no case hrd 
happened where due to delay in printing text-books had become 
obsolete. 

3.10. While noting the dificulties on the practical side that d s t  
about fixing more accurately the number of textboot, to be prfnbd, 
the Committee would like the Education Departmant to make 
greater efforts in this regard so that the possibility of large nnmba 
of text-books becoming obsolete could be reduced to the minimum. 

3.11. As  regards the obsolete books, the Committee would like 
the Department to consider the feasibility of didributing them 
through Adult Literacy Scheme for whose puqmm the --boot fa 
schools even though obsolete may ba of mnne ru(.. 



HEALTH AMD LABOUR DEPARTMENT . 
Sdxudyred Housing Scheme for industrial workers-Para 19 (i) , 

pages 30-31 (Audit Report, 1964). 

4.1. The scheme aims at providing houses for industrial workers 
governed by the Factories Act, 1948. It was introduced by the Gov- 
ernment of India in September, 1952. The Government of India 
provides financial assistance by way of loans to the extent of 50 per 
cent of the cost and subsidy for the balance in regard to houses 
constructed by the State Government; they provide loans to the 
extent of 50 per cent of the cost and subsidy to the extent of 25 
per cent in the case of houses constructed by other employers. 

4.2. The amount of loans and subsidy received from the Govern- 
ment of India upto 198283 and the expenditure incurred bv the 
State Government are indicated below:- 

A. For construction of houses by the State Government 

Yeaft Loan Subsidy Total Total Amount 
assistance expendi- of assis- 

tuw tance not 
vet 
utiliscd 

(In lakhs of rugaes ) 

Upto and including 
rg (kb1  . 5 - 8 5  7-05 12.90 7-55 5 '35 



8. For construction of houses by other ernploymi 

(In l.khs of rupees) 

4.3. I t  will be steel, that 57-26 per cent (IL. 1133 InL.k.) of &e 
total assistance received for eabstruction of howes by Stak COF 
erntnent has not b n n  utilised by the end d Much, 19Cf8. 

4.4. Th9 Committee desired to know the reasons for the nar- 
utiltsation of Rs. 1123 lakhs. The Secretary, Hedth and Labcntr 
Departtnent stated in evidence that the suhridised Housing Schane 
for industrial workers was not popular in Kerala In fact the 
Department was finding it  difncult to convince industrid workera 
or the management to came forward to take up the scheme. In rt!ply 
to a question the witnesj stated that the people who occupied the 
hou-ses were also to pay some rent. Further, workers in Kmrlri 
were not used to live co1lectiveIy in rooms. Thy preferred to lim 
in isolated places. The witness stated that it was doubthil whCtber 
It wcutld be practical to cantinuc the scheme. On h b g  rsLed u 
to why then money was withdrawn from Central Government ev- 
year, the Secretary state dthat in 1866-61, the tofal assisUlnce wlb 
Ka. 12 Iakh~  which he$ subsequently come down to Rs. 5 lalhu. It 
was a sort of adjustment year by year. 



4.5. The Committee desired to know trom the Joint Secretary, 
Atinistry of Finance, Government of India as to how the Central 
Government went on giving money for the scheme. The Joint 
Secretary, Ministry of Finance informed the Committeo that the 
question had to be viewed in the context of Central assistance. 
From the way in which the Central assistance for the Plan was 
calculated, it was clear that not only in this case but in a few 
other cases also, there might have been overdrawal by a State 
Government. Amounts drawn for a particular scheme might have 
k e n  utilised for some other scheme. But the total assistance which 
went into the Plan as such had not been exceeded. He added that 
this figure had to be verified from the previous year's figures but 
the Central Government could not always get the figures correctlv 
reported by the States in time. 

. 4.6. On being asked whether the Central Governn~ent had been 
informed that as the scheme was not popular, the Department 
would not be able to achieve the target, the Secretary, Department 
of Health and Labour stated that the progress reports had been 
sent regularly and it had been mentioned that the scheme was not 
popular. 

4.7. In reply to a further question. the Joint Secretary, Ministry 
of Finance. Government of India explaining the pattern of Central 
assistance stated that the State plan was jointly financed by the 
Central and State resources. These two put together made the 
size of the State plan and that was the Ant stage. In the second 
stage, the quantum of grant out of the money that would be pass- 
ed on by the Centre to the various schemes was determined. Then 
the percentage of loan andror grant to be given under the main 
sheme was allocated and the total amount was thus made up of 
loan component and grant component. After that was determined. 
the States were informed of the schemes for which Central asis- 
tance would be given. But that was only conceptional. In effect. 
the Centre was not giving the States any assistance for a particular 
scheme. But in order to safeguard against m y  diversion of re- 
source easilv from these schemes which were important from a 
national angle, the Central assistance was tagged on to certain 
schemes. Asked if the Central Government would not be a lamer 
in the case where money was given to a State, without interest or 
money which was not refundable, if the State utilised it for a sche- 
me other than that far whwh it was given. the witness admitted 
tbat it was correct but pointed out that when a11 the peyments 
made were totalled up and any excess was found, the Ccnte could 
deduct it. 



4.8. The Joint Secretary, Ministry of Finance further informed 
k e  Committee that the Government of India did not permit diver- 
don of funds from one head of development to the other without 
the consent ,of the Planning Commission. Moreover, as a result 
of past experience, the Government of India and the Planning 
Commission had made transfer from certain heads not permissible 
under any conditions. 

4.9. In reply to a further question, the witness stated that there 
were different housing schemes, in some of which subsidy element 
was higher and the loan element was lower. 

4.10. The Committee feel unhappy to note that despite the fact 
that the State Covt. had mentioned in their progress report that the 
Scheme was not popular they continued to get higher loans and sub- 
sidy from the Central Government. The result is that Sf .26' ; of the 
total assistance received for construction of houses by the State 
Government hnd not been utilised by the end of March, 1963. The 
Camnittee, tbemfore, dedre that the Csntnl Govsrnma~t in am- 
multdon with the State G o v ~ c ~ p t  A d d  find aut wbether the 
Schsms as at precwrt should be costinued or not and w b t  dtsm.- 
tive scbeme, if any, should be dwisad. 

411. The Committcla w d d  .bo like b be inf0~11ed of the 
meoverha made so far against 1- advanced to private anployera 

4.12. In a written note (Appndfx XXXI) submitted subsequently 
the Committee have been informed that as the Anal figures are yet 
to be arrived at, it is not possible now to know the exact amount, 
spent out of the subsidy portion as well as loan p o ~ o n  of the 
assistance from the Govt. of India. The Committee w d d  like to 
k apprised of thls information at m eady date. 

4.13. From a note furnished at the instance of the Committee by 
the Minrstry of Ffnaace (Department of Coordination) (&pen& 
XXXTI) the Committee note that the Subaidisled Industrial Housing 
Scheme is a State Plan Scheme included in the Head of DtPclop 
mcat 'Housing'. It haa been stated further that in the present case 
thsre ir an anomaly that the adstance is larger than the expeudi- 
tum and etcpl were bdng taken to correct this, by suitable mdjwrt- 
merits of assistance among the various Housing Schemes or by 
1p.cOmry at the excess, if nemsmy. (In another note furnished 

q by the Ckputaraat a4 Henlth and Labour Government of Kerala, 
it hu bmm dated that the Scheme was introduced in September, 
1YU). 



4A. WWe the Cdmaiittae note that the Subddised hdarkhl 
IfausJhg Scheme is a Stat6 Pian Scheme for which financial a&t- 
*ce is given by the Government of India to the State Governm6nlr 
a d  through them to other approved agencies for t h e ' c c u ~ ~ t r u c t i ~  
at houses for industrial workers, it b udortunrite that the Goverm- 
mtnt of India continued to give assistance inspite of the fact that 
the scbeme bad not been popular as pointed out by the State Gor- 
ornment itself. The Committee would, &erefore, like that apart 
from correcting anomaly in regard to the assistance being larger 
than the expenditure, the broader aspects should also be considered 
with regard to similar schemes that might have been included in tho 
P l m s  of ether statsa 

Non-utilisatwn of land acquired for the canstmion oj t l u  haoct. 
para 19 (ii), p. 31 uludit Report, 1964): 

4.15. 7.83 acrQ of land acquired during the period from Septtm- 
k r ,  195r to June, 1955 at a cast of Rs. e021 have nat do f&r 
utilised. Further, 18.61 acres coating R6. 29,071 rcqufrtd Pa tbe 
scheme w e n  subsequently udllrrcd for other VmpaK1. The PSI%- 
cularj are given below:- 

SL. Name of th ~ ~ b a y  fot rhidr 
No. acquired, month and year of 

acqairidartwthtc6a of 
lPnd 



2 Lahshmi Tatilea, Trivandrum The mill authorities arc not will- 
-73 cents acquired in Dea- ing to construct the houses. 
rnber, 1954--Cost Rs. 25,960. (cf. paragraph 15 of Audit 

report, 1958, Part I). 

3 Kundara-22 20 acres No industrialist came forward to 
acquired in June, rg55--Cast implement the scheme. The 
Rs. 26,149. proposal in February, 1957 to 

distribute the land under the 
Poor Housing Scheme, a h  
could not materialist as no 
co-operative society came for- 
ward to undertake the work. 

Government have ordered in 
January, rg60 that the land 
should be distributed free of 
cost under the Setrlzmmt 
Scheme. A committee was 
formed to select eligible 
pcnons; but 17.60 acres of 
land only could be distnbutcd 
in >\arch, 1963 to 176 o u t  of 
1y5 persons sclmej by the 
committcx as they alone cxccu- 
fed the necessar?; a g e  
m a t s .  The Liutnhut~on of 
the rcmarnlng 4 -  fa acrlzs has 
not becn made so tar ( S q -  
tcmbcr, 1963'. 

416. Explaining the reason for the non-utilisation of the land, 
the Secretary, Health and Labour De;>artment stated that in this 
case also people were not coming fornard to make use of the land 
The Department had been thinking of utilizing the land for some 
other purpose. In reply to a question, the witness stated that the 
acquisition was not probably done with full planning. Collectors 
were asked to contact t h e e  people in order to see that something 
was doatr. But nothing was done. Owners of industries were not 
ready to come forward. In ragd to Vijaya Mohini Mills, the 
Additional Secretary, Board of Revenue stated that originaUy it w u  
thought that the indurtriaUsts would cozlstsuct houses far the 
Iabourul, but they ultimately had bmcked out from the scheme. A8 
8 d t  of that, tho dtc had been utilised for other purpoeeo. Tim 
witness rdmittad Shrt the eilart to induce the irdustriallst. to WJQ- 
shwt hotma wm a failure. 



4.17. On being asked whether the rnillswnm were consulted be- 
fore the land was acquired, the witness stated that the scheme ware 
launched only after consultation with the mill owners. No agree- 
ment was executed with the industrialists about it. Tbete was no 
question of the Department enforcing the scheme. He further 
stated that the Government had paid for the acquisition from the 
allotment under the subsidised scheme. 

4.18. The Committee enquired as to how they could pay for the 
acquisition of the land, when the scheme ultimately was of private 
industries. The witness informed the Committee that the amount 
provided would be finally adjusted under the scheme. 

4.19. The Committee desired to know the basis on which the price 
of land was fixed. The witness stated that the Land Acquisition 
officer had fixed the price taking into account the price prevalent 
in the locality. The first two cases were in the Trivandnun District 
and the third case was in Quilon District. 

420. The Committee have been furnished with further informa- 
tion called for with regard to this case (Appndix XXXIII). 

4.21. The Committee regret to find that Government took eleven 
gears to come to the conclusion that the scheme was a failure and 
therefore the land should be utilised for some other purpose. I t  is 
anfortunate that Government sbould have taken such a long time 
to come to the conclusion that the scheme was not s u c c d i .  

4.22. In the opinion of the Committee one of the reasons for the 
failure af the scheme i$ the fact that tbv st-hcmc was not fully clis- 
cussed with the industrialists and no written agreements were 
executed with them. Moreover, no initiatirc was taken by the 
Department to per-suq$e the industrialists. to come forward except 
to ask the Cdlectorp to ~ersuade the industriali?its Therefore the 
whole matter was treot~d  i5 a routine rnaqner and i t  was not given 
the attention it deserved. 

423 The Committee lcarn from the note that in !h(s case of 
Vijaya Mohini Mills a proposal to implement the scheme for the 
economically weaker sections of the community in an area of 1'50 
acres was under consideration of Government. 

4.24. In the case of the L a k s m  Textiles, Karamana, a proposal 
is stated to have been received from the District Collector Trivan- 
drum that more than 50 cents of Iand would be required for allot  
r n m t  to persons repatriated from Burma. Thc balance are2 rrf 27 
cents of land is stated to have been recommended either to be 
reserved for allotment to those who may be evicted horn an? pro- 
ject or for allotment to fresh repatriates from Burma or for allat- 



\rent to dewwing peraom. Thfa paraporal tr Jso stated to be under 
consideration of the Board of Revenue. rj 

4.25. As regards the scheme at Kundara, it has been stated that 
189 persons 'have occupied the blocks before 31st March, 1965. Oae 
block was allotted to the Kottamakara Panchayat for starting a 
primary school in the colony on 26th November; lW. 'I'd 
Panchayat have now amlied for 5 blocks for the primary school and 
the six vacant blocks are being kept in reserve. 

4.26. The Committee trust that decisions in- respect of all the 
three cases will be taken at an early date so that the iand could be 
proper1 y u tilised. 
Loss of rent due  t c ~  d e l q  t l i  n[lot7rwnt 'occcipat o n ,  para :9(7i1) np. . - 

51 -32 Irl ud.1 Report. 1964) *I 
427. Out of 300 houses constructed by Government upto Marc4 

1963 50 v:csrP 1ran.ifcrrr.d a f t w  ahout three years of rumpletior), 
(during which period these were mostly vacant) to a co-operative 
s w .  :\ .?! CJuil~w f o r  bring u?!liscd unc1t.r thp Pmr  Mousinq Scheme: 
A number of other houses have remained unaIlotted for long periods 
ranging to 7 ycars. The number of houses vacant on the 3192 
March, 1963 was 103. 

4.28. In respect of two colonies the total loss of rent, afbr allow- 
ills! -1 r r - t ~ r i  r f 'i :~!,,?t:12 f r  m t'r3( :id!v of romplPt~ . )n  i ) r  n ~ ' ~ , ~ l s < a : ;  
formali!ies connected with allotment, amounts to Rs 59$00 .upto the 
end f ) f  Mnrch. 196.3, as shown below -- 

Name of' thc Xn nf KO of houses dlutrd Nor .r et 4.- tQ* 

color?v houws _ _ -- _ _ __ 'Seprcrn- rent CIT-I- 
. t ~ ~ \ r r c t  - N'lthin 6 :\frer 6 hcr 106:' p t d  -, 
tcd nnci t h  rronrhs month< sllnncd from a 
mtrnth of of mm- fif complc- Rt dkd *fi 
c nm I. Ic- plct inn -dcm wcuyieJ mrmths 
1 on nf=;com- 

I ,  pletion 

! I t  2 '  t 1 4 5 - - -  \h - .- -- - - -- - - - - - - -- ---- 
Rs 

' ~ ~ W V ~ I I L ~ C  Ha- 5 P S 11 XI! i p  ?r,=so 
mrs, 13crumhii- 5la;ih 
vur I ' 1 r 5 6 1  

A u k a  l'cxtiles. 50 X t J  Nit CO 28,oco 
hlwaye, J:m urp 

( 1(3.cS) 



4.29. In addition to the above, 'l houses out of 296 constructed 
under the scheme by private employers were vacant on the 31st 
March, 1963. 

4.30. The reasons for tho delay in allotment have been stated to 
be a3 follows:- 

(a) delay in provision of electricity and water; 

(b) unwillingness of the industrialists to take over the houses; 
m d  

(c) rent being considered high by workers. 

4.31. The Committee desired to know the number of houses out of 
103 houses which were vacant in March, 1963 which had been at 
present allotted and occupied. The Secretary stated that at present 
only five houses were vacant. On being asked whether the Depart- 
ment had been able to reduce the rent which had been considered 
to be high by the workers, the Additional Secretary, Board of 
Revenue stated that the rent had been slightly reduced. The 
Department had correspondence with the Central Government in 
that regard. 

4.32. The Committee have been informed in a subsequent note 
furnished by the Department (Appendix XXXIV) ,  that a further 
loss of Rs. 5.600 was sustained from 1st April, 1963 to 31st October, 
1965 for non-occupation of 100 houses referred to in the Audit para, 
thus bringing the total loss of rent due to non-octupation of these 
100 houses, to Rs. 64,800. It has also been mentioned that in respect 
of 100 houses in two projects, the delay in occupation was due to 
delay in providing common amenities. The Committee depratate 
mcb delays which result in huge loss of rent to Government. They 
bope that while building houses, dmdtaneons provision for encill.ly 
d c e s  would be made so that there is no tiamlag between the , 

completion of the construction of the buildings and thdr &cupation. 
Infructusus expenditure, Para 21 (i), pages 32-33 (Audit Report, 

1964) . 
4.33 In July, 1959, the District Collector, Quilon acquired and 

took possession of 5 acres of land in Thrikkaruva village in Quilon 
Taluk at a cost of Rs. 71,087 for settling 100 poor families under 
the 'Sett!ement Scheme'. At the time of actual demarcation of 
land for the purpose of allotment, taken up in June, 1960, an area 
of 94 cents was found to have been submerged in water for long. 
As this defect war omitted to be noticed by the Land acquisiton 



Ofiicer before passing the award in July, 1959, the fuII amount of 
compensation, viz., Rs. 71,087 had to be paid during July, 1959 and 
September, 1961. The inf ructuous expenditure representing the 
proportionate compensation payable for the submerged land amounted 
to Rs. 13,364. 

a 

4.34. At the instance of Government, the Board of Revenue 
required the District Collector in September, 1961 to fix responsi- 
bility for the irregularity and to examine the quesllon of recovering 
the amount involved from the persons responsible. 

4.35. The Committee desired to know as to how an area of 94 
cents of land being submerged in water was not discovered at the 
time of acquisition. The Additional Secretary, Board of Revenue 
informed the Committee that the Department had called for the 
explanation of the Tahsildar and the village officers who had pre- 
pared that acquisition statement. Disciplinary action was being 
taken against the Tahsildar. It had not been finalised. as their 
explanations were still awaited. In reply to a question the witness 
stated that the Tahsildar had retired from service. On being asked 
as to what action was contemplating against the retired Tahsildar, 
the witness stated that if the disciplinary proceedings were initiated 
prior to his retirement, the Department could certainly take action 
and m v e r  the loss. In the other case the Department could 
also take action under the Public Accountants Act, if the Depart- 
ment came to the conclusion that the person involved was actually 
responsible for the loss. The proceedings had been initiated after 
the retirement and the action was pofwible under the Public 
Accountants Act. As a Government servant, if he was liable to 
the State under any account and if he had property, it might be 
recovered from him. The witness admitted the delay in the com- 
pletion of the disciplinary proceedings. 

4.36. The Committee desired to know whether hnv action had 
been taken to improve the system. The witness informed the 
Committee that steps had been taken to see that the disciphuy, 
action was expedited. A time limit had a h  been Axed. OdScns 
personally watched the progress of disciplinary proceedings. 

4.37. On being asked whether any responsibility had been Axed 
for not taking disciplinary action in time, the witness stated that 
it had not been done. The Secretary further stated that at the 
Government kvel, action had been taken to see that disciplinary 
proceedings w e n  expedited. Now there was also the Vigilance 
Commiscioner in the State. The whole question was being 
examined and it was being made more effective. 



9.  4.38. In reply to a question, the Additional Secretary, Board 
kaf m e n u e  stated that the Collector who was asked to fix responsi- 

bility in September, 1961 did not appear to have informed Govern- 
iiment about the retirement of the Tahsildar. 

4.39. At the instance of the Committee a detailed note has been 
furnished-by the Department showing chronologically the action 
taken against 'the persons involved, the delays that took place and 
other connected mat iers (Appendix .XYXV). The Comn~ i t t  rc note 
that the Board of Revenue is taklng action to adjust the entire 
amount of dcath-rum-retirement gratui ty (Rs. 4,890) due to the 
Tahsildar involved in this ci4se. The. a m r d  also propose to cfTcct n 
cut of Rs 5,- from the penbion d:le to that person The D ~ ~ t r i c t  
Collector v-~ks also being direcled ' 1 1  recot7i.r the entire b.!lanclc 
amount of loss (after 3djus!ment ill R -  4,890) from iht. V l i i a g ~  
Officer responslbk under thc Travnncolu-Cochin Revcnuc Rec:r\w-y 
Act. 

4.40. The Comn~itter. howcvcr are not convinced ~ i t h  the rcasons 
advanced for the deley in tnkin:.; disciplir~ery action. Thr Committee 
find from the noi& furnished that on the hask of Quilon Distt. 
Collector's Report submitted an 12-6-63 the Distt  Collector, Alleppy 
was directed by the Board of Revenue not to issue the "non-liability" 
certificate to the Tahsildar invoked, who was working as Block 
Development Oflicer in Alleppy District. The records which were 
with the Di t t .  Court (due to which it was stated, disciplinary action 
c d d  not be initiated by the CoUector) were received back on 
31-5-1963 and the Tahsildar involved retired from service in March, 
1964. Tbe Committee are surprised to find that inspite of the Fact 
that, at the instanas of Govt., the Board of &erenut mqulnd the 
DistrM CoUccta as early as m September, 1961 lo Acx responsi- 
bility for the Zrrsgobrity, and to examine the question of recovering 
the amaunt hvolved from the persons responsib1e. the matter h a m  
been .uOned to liypcr for more than 4 geara In fbC meantime, the 
rcrhdlkr invehrad iP tbe ease bps retitad tram aervics ia Marth, 
Id(W. Seth abooraarrl dskya in haking a cws, despite Government 
adms, us iadicr)tive uf Admidstratbe machinery. 

C41. The Committee have llso been infarmed that ~ m ~ s u y  actlun 
tor &ding aftt &em respomsibb: for t .  deby ia this ease is being 
pmsrunl by G8.t in the Baveow Dsptt. Tb. qocrrrtbol of r#ltng 
rpitrbk, orderr .nd isstrucfioar tor prsvsntbg the recarrwaEa el 
such am, is dated to be under &dsrrtfoa of Cow Tbe Commit- 
te8bopethdrCtJopeabOtb t ~ p d n t r  WmbetaLsn *@ 
hvtb# 1- d ttme d fatbabd to tbe PllbYc 
CoaorPbw. 



I n f m t u o w  expenditure, para 21 (ii) , p. 33 (Audit Report, 1964) 

4.42. While extending the Rural Water Supply Scheme in force 
in the Travancore-Cochin area to Malabar ama with effect from 
the 1st April, 1939, Government decided in November, 1958 to  
transfer the responsih~lity for the execution of the spill-over. works 
of the Rural Water Supply Scheme (Composite) from the Revenue 
Department to the Public Health Engineering Department. , Mgst 
of the works thus handed over to the Public Health Engineering 
Department wexv reported to have collapsed or were in a dilapi- 
dated cond~tion due to defective construction by bcneficaries (who 
had undertaken to execute the works) and to inckc:ive supervi- 
sion tiy rnlnor irrigatmn maistries, Government, however, ordered in 
February, 1962, the payment of unsettled cla::r,.. t o  t h t m  ;vho 
had e s c ~ u t e d  the works. on the ns.iclsxrt value of w c r k  d1,nc. baked 
on mc:~~uremcnts,  if an::, :~lrc:idy t:.kcn or t r )  11;.:cn from the  
remnants of the collapsed works. Accordingly, pa!. nents  totall- 
ing Rs. 28.197 were mark: by th? Publlc Heal!' En~lneering 
Divis~ons. Kozh~kndc and Cannanore during 1961-6:) .?d 1962-6.3. 

4.43. Governmmt stated in January, 1964 that responsibility 
could not be fixed on any one for the works carried out  years back 
and the amount could not also be reeoverpd from the parties a t  . 
fault. 

4.44. Explaining the background of the case, the Secretary inform- 
ed the Comm~ttee that the Rural Water Supply Scheme in Malabar 
area used to be under the control of District Coilectors. In Travan- 
core-Cochin area, ~t was under hrblic Health Engineering Depart- 
ment. After the integration In 1956, the control by the Public Health 
Engineering Department was extended to Malabar area also. Though 
the scheme was initiated in 1956. the actual contra1 was transferred 
in 1959. During the period of 3 yeam nobody took serious responsi- 
bility in that regard. When i t  came under the Public Health 
neering Department in 1939, it was found that a namber of wclb 
were lying unutilised, partly incomplete and some had collapsed. 
Then arose the question of beneficiaries. who had spent money. The 
Government had considered the whole thing and had decided &at 
because of the delay, the comrlron man should not suffer. Accar- 
dingly, the  claims of those who had executed the works, were settled 
on the assessed value of work done. 

4.45. The Committee desired to Amow as to how the Bgm of 
Rs. 28,197 given to the people wos amved  at. The witwss stated 
that there was a (3ovemment order issued in that =&or&. Tbk for- , 



mula was laid down in that order. The engineers went to the spot 
and made the assessments. 

4.46. The Committee regret to note that during the period from 
1958 to 1959 nobody took serious respoasibility in regard to the spill- 
over works of the Rural Water Supply W e m e  (Composite). The 
Committee need hardly emphasize that such an attitude on the part 
of Govt Deptta and ofllcials, especially in cases where tbe people 
bave spent money for obtaining benefits, should be viewed seriously 
by the Government and such tendencies should be curbed by taking 
deterrent disciplinary action against delinquent otlticials promptly. 
Trursfer of an item of work from one Deptt, to another should not 
be taken as a valid excuse for neglecting that item of work,' no* 
should it present any insuperable diWcuity in fixing responsibility 
for such negligence. 

4.47. in tbis conneetion, the Committee would like the Govt. to 
review the procedure for taking disciplinary action in the case of 
employees of the State Govemmant and see whether such action 
a d d  m t  be speeded up to avoid diteculties in locating reaponsibiUty 
due to lapse of tima 

Exzra erpenditure, porn 22 (a), pgea 33-34, (Audit Report. 1964) 

4.48. In March, 1962, the Director of Health Services invited ten- 
ders for the supply of 8,700 vials of injection of Corticotrophin. Al- 
though the tenders were opened on the 18th May, 1962, the Director 
mde his recommendations to Government only on the 6th August, 
1- after the date of expiry of the period ai validity of the tenders 
(31.t July, 1962). The ttrm wMch had quoted the lowest rate of Ib. 
1.m per *i.I demanded an increased price of Rs. 3.50 per vW which 
m mt accepted. Pkrh tenders were invited in January, 1963 ond 
fh4 bue$t tmck of Ra. 3.50 per vial dered by another ilrm wan 
accepted by Government in Febmmry, 1983. The extra expentUture 
which would have been avoided if the lowest tander originally re- 
ceived had been accepted in time amounted to Ra. 13,000. 

I .  
3 

448. Expllrntng the position, the Mrsctor of Health Servim in- 
formed the Committee that the Corticotrophin was a steroid. Tt was 
wbl 4x1 cases of anaphylactic  hock 88 antiManmn8tory agent. It 
was also .used as an anti-allergic agent. In regard to deby in acccp 
thg the tender, the witness stated that the tender cort8isbd of 42 
items luzd there were 72 tenderen. Tabulatitkt took time in all the 
cusc. ltmdcn were opened on then18tb May, 1W 6 n  13th Juiy, 
it ru found that the tebulatton had not p m c d d  fn m e .  On 



being asked whether there w u  any item, out of 42 items, in whicb 
case decision was taken in time, the witness stated that none could 
be decided in time because the tender was taken en-block and added 
that there was no loss or gain because all the other dnns had accepted 
the rates origihally quoted by them. 

b 

4.50. In reply to a question, the Secretary stated that as far as 
the Government were concerned, it had been agreed that two months 
was a slightly long period to tabulate. The witness conceded the 
delay and stated that the o ~ c i a l  concerned had been punished for 
that lapse. The Director of Health Services added that the incre- 
ment of the person concerned had been stopped for one year. 

4.51. On being pointed out that the Department took one year to 
rupply the medicines to the hospitals, the Director of Health Services 
stated that owing to emergency there were certain import restric- 
tions and as a result of that the tenderers were not in a position to 
manufacture the produot which was the reason for the delay. When 
the Committee pointed out that the delay was on the part of Gov- 
ernment for which they had to pay highest price, the Director of 
Health Services stated that the particular tirm had underquoted and 
others probably anticipated the exact prie  and quoted the correct 
pi=. 



.Para 22 (i i i) ,  p. 34 (Audit Report, 1964) 

4.54. (a) In April, 1962, the Executive Engineer, Public Health 
Division, Trivandrum invited tenders for the transportation, during 
1962-63, of materials comprising three dSerent  groups. The tender 
schedule did not specify the probably distahces over rvhi~h  the rnate- 
rials were to be conveyed; the rates were to be quoted separately for 
(i) conveyance per ton per mile and (ii) for loading and unloading 
of materials into/from the railway wagons, lorry, etc. 

4.55. Contractor 'A' quoted the lowest rates for the item loading 
and unloading etc. and contractor 'B' for the item of conveyance. As, 
taking the dihtance as one mile. the composite rate of contractor 'A' 
was fcrund to be the lolvest the work was allotted to him by the 
Chief Enzineer in J:~nc, 1962 

4.56. In actual esecution. the materials were transportrd over 
distances ranging from 50 to 255 milcs The C C I I ~ , ~ O S I ~ L *  ratc of con- 
tractor 'B' being 1t)wcr for trsnsportation over such long distances, 
the extra expenditure in allotting thc  w ork to contractor 'A' amount- 
ed to R.s. 31,300. 

4.57. In February, 1964 Go\?ernment stated tha t  certain miore-  
seen contingencies, viz., transportation of materials for longer dist- 
ances beyond normal expectation, were met with. 

4.58. (b) In connection tiwh the same work during 1961-62 also, 
an extra expenditure of Rs. 5.400 had been incurred owing to in- 
corrett estimation of the quantities of materials to be transported, as 
indicated below:- 

4.59. The work pertaining to all the three groups was awarded to 
a contractor as the total amount of his tender baaed on the estimated 
quantities was the lwest (although unmg the three groups, hia rak 
wau tbe Lowest only for one group). la actual execution, however, 
the materials transported pertaining to the p u p  for which his rate 
was the lowest ww only 110 tom as against the estimated quantity 
of 1000 tonrr. Ris werall tender would not have been the lowest, had 
the quantity of work mentioned above been ens@ on a man 
realidtic h i s .  

4.60. Explahbg the nature aS the cobtract, the Cbief Engmneet, 
Aubk Health E h g h m r h g  Depmmnt stated that c011,veyancc can- 
tracb wene ur uaad keturc. For srcb Mvtdooli, a eontradt warn 



settled for the conveyance of materials from the railway station or 
from other Divisions. Sometimes, the contract of the previous year 
was allowed to continue for a few days in the following year. 

4.61. In reply to  a question, the witness stated that the tender 
was also F r  ton per mile. The Secretary further stated that one 
mile was taken as the unit. On being asked whether the Depart- 
ment was justified in making an assessment of one mile when in 
practice it turned out to 50 to 2% miles, the Chief Engineer stated 
that the Department did not find any objection, when there was a 
ton-mile rate. 

4.62. On bemg asked about the unforescwn contingencws of trans- 
portation of materials for longer distanct~s which wr.re met, the wit- 
ness stated that some schemes, which werib p r o p  e.;:.ing, wanted pipes 
from r):her Divisions and the supplies were cespected through the 
railways In the absence of receipt of supplirs i n  time, i t  was derid- 
ed to take the materials from some other Divisions Thc Secretary 
added t h a t  one mile assunrption was made on t h e  basls that drainage 
store was close to !he goods station w h i n  half a mJe ;  Travancore 
Public Health Store was within 3 miles from the  g o d s  station, and 
the average of thcsc was taken as one mile. 

4.63 In a written note submitted to the Committee subsequently 
(Appendix XXXVI) it has been stated by Health and Labour Depart- 
ment that based an the estimated quantities, tenders were invited 
and the work was awarded to the lowest tenderer without consi- 
dering any other aspect. 

1.64. The Committea fail to undemtand how the work was award- 
ad only am the basis of the hypothetical lowed tgder in this cam, n 
it has been stated in the roba tbat dmQI urtPJ execution ~~ 
tJm wbob coaveyanee wam fa long distances and avcn the fbst worf 
mdertakdn under this taab.ct w8a trmqnnbtitm d emmmt tQ 8 dhb 
t r rwnd1Wmiha 

4.65. From the note furnished, the Committee abserve that it WM 
not the practice to invite consolidated tendm for the conveponce 
the materials for the division prior to 1959-60, but only for specilfc 
conveyances. F'rom 195960 onwards upto now, the practice is that 
tenders are invited for the consolidated requiremeats of the -OIL 
It has been further stated that in all these cases, tenders were in- 
vited and settled fcu one-ton mile. On actual execution the convey- 
ance over one mile has far exceeded the conveyance within one mile, 
+very yeat. In 1960$1, the arrangement has been stated to be 96- 



vantagems to Government. Since the b d s  am which the temdeau 
am invited does not give a correct idea of the .trrb factors invelved, 
namely, the quantity of materid and the distance over which it is to 
be conveyed, the Committee feel that tenders should be invited on r 
more realistic and correct bash giving the precise mature of the work 
involved. 

4.66. With regard to Sub-para (iii) (b) the Committee pointed out 
that this case was also of similar type and it was in favour of the 
contractor. The Joint Secretary, Ministry of Finance, Govt. of India 
stated that such composite contracts were undesirable. 

4.67. The Committee agree with this view and d a s h  that the posi- 
tion should be reviewed and the prtaaat rystan af inviting compb 
site tenden and a w d h g  claatrrets which mom often than not work 
in favoar of the contractor, &odd be discoatinued. 

Working of Housing Schemes-Para 54, pages 7677 (Audit Report, 
1964) . 

4.68. In paragraph 64 of the Audit Report, 1963, mention was 
made of the default in repayment of loans and other irregularities 
connected with the working of the Poor Housing Schemes in Allep 
pey, Ernakulam and Quilon Districts. A review of the schemes fm- 
plernenttd in Kottayam, Trichur, Cannanore and Trivandnrm Db- 
tricks revealed that irregularities of the following nature continued 
to exist:- 

(i) default in repayment of louu; 
(ii) failure to erecut. rgnementr; 

(iii) aecution of defective agrementr; .ad 

(iv) non-~~COVCTJ of meus due to rt.7 ordtn b u d  by GW- 
ernment against proccedinga under Rwenue Rccovery Act 

4.69. In six out of the nine cases (eight mqemtive rodetiq .nd 
one municipality) (Appendix XXXWI), even the Arrt btalment 
had not been recovered. In one muncipdity, out of the 28 b o w  
constructed in March, 1961 at a cost of Fb. !B,!528 none had been 
allotted to the employees upto (November, 1983) owing to non-pro- 
vision of facilities Uke fencing, well, electric fittings, etc. and t b  
buildings were reported to be in an abandoned condition. 



position of the scheme. The Secretary, Health and Labour Depart- 
ment explained to the Committee that it was a State Scheme and the 
Schemes w e n  executed through Co-operative Societies. Money was 
advanced 'ro Cooperative Societies on loan free of interest and the 
Societies had to work on the scheme. In some cases, it was done on 
Government "porombokke" land and in other cases the land was 
given to the Society. The difficulty was that the loan was not repaid 
properly to the Government by the Societies. (.he reason was that 
some of the housing colonies were in far away and out of the way 
places and the people were not willing to stay there. As the money 
was not repaid in proper instalments, the Government had to order 
revenue recovery in some cases. That also had to be stayed because 
of the repreecntationa from the Societies concerned. The witness ad- 
mitted that in the case of some Societies the agreements were also 
not executed. Partly, the reason was that some of the schemes were 
started before 1937, which were under a different colonisation scheme. 
All of them had been brought under this scheme and when they were 
brought under the xheme, the agreements had to be executed and 
there was some delay in that regard. 

4.71. In reply to a question. the .%ddltional Secretary. Board of 
Revenue informed the Committee that thp hwses  were constructed 
a t  Government cost and then handed over to the Cwperat ive Socie- 
ties. The cost of the houses was treated as loan advanced tn Swie- 
ties. Tht Committee enqulrtd as to why the Government undertook 
the constru-tton of the houses. i f  the essential feature of the scheme 
was to advance loans. T h p  witness stated that it was fe!t that in  
some cases the money ~dvnnced would not be properly utilised. So 
the Government thought that the buildings should be constructed 
and handed over to the Societies. The witness further added thqt the 
eonstructlon of houses was a part of the scheme In regard to the 
selection of sites, the witness stated that the District Collector. on 
th- suqqestion of the Society. had f i n a l i d  the selection of sites and 
admitted thgt the selection was not made correctly at thqt time. Tt 
was thought that the people could be brought there for settlement, 
bu t  the experience had shown that the people were not willing 
to settle s t  those places. 

4.72. In reply to a question the Secretary stated that in the case 
of Vlzhiniam Cooperntive Societv. the land belonged to the Parish 
The Sorie'y which was mn~t i tu ted  in that ares hacl P\ praached the 
Govrrrnmcnt and had stated that the land was avaihble with the 
Parish. which they were giving on lease to Government. So in that 
case the selection of the site was essentially with the Cooperative 
society. 



4.73. The Committee desired to know the classes of people cover- 
ed by the Scheme. The Secretary stated that it wds for all the poorer. 
e t i o n s  of the people in order to help them to have their own houses. 
On being asked whether the minimum and the maximum cost and 
the rent of the houses had been laid down, the witness stated that 
the cost was between Rs. 1,000 to Rs. 2,000 and it varied from place 
to place. It had to be repaid in 20 or 25 instalments. The rent also 
varied from place to place. The witness added that the objective of 
the scheme was to provide houses and house-sites to the poor, home- 
less and landless people of the State on a systematic basis. The poor 
people of the State for that purpose were broadly classified under ( i )  
rural agricultural labourers, ( i i )  fishermen. (iii) municipal menials, 
(iv) industrial labourers and other Inbourers. The scheme had also 
provided granting of loans to  Cooperative Sorirtic: for constrwtion 
of houses. 

4.74 The Committee pointed out that in para 64 of the Audit 
Report, 1963 i t  had been mentione.3 that  the Housing Srhemc was for- 
mulated for thc poor, horneltw and landless people by the crst w h ~ l e  
Governmcrlt of Traivancore-Cnchin 111 1952. The broad ft.a!urr of the 
scheme was thrlt the entire cost, ~nclutling the cost of acquisition of 
land and for provwou of cnrnnlon amenities, should bc trc:it~tl i l s  an 
interest-free I o ~ n  repayni)lr. in instalmcnts over a period not mccrd- 
ing 25 years. that in the r ~ l r ~ i  arcas the schmc should bc irnplcmcnt- 
ed through the Co-rlperntivc Societies who should csecute srlrcc- 
ments accepting responsibility for the repaymnnt of the Inan. The 
Committee desired to know if the  agreements wcrc availahlt. and 
were told that the difficulty was that in all cases thcse a n ~ c m e n t s  
wercl not entered into. 

4.75. The Secretary stated that in certain casm agreements were 
not executed and adm~tted tha? it was a lapse to that extent. The 
Committee pointed out that the requirement under the scheme wuu 
that before granting thc Inan. the agreements should bt! exccutvd 
and desired to know as to why rt was not executed at least after the 
loan was granted. The witness stated that thp Dcpartmcnt was try- 
ing to get the agreements executed. The Collectors concerned w w e  
periodically asked to look into these things. 

4 76. In reply to a further question, the witness stated that there 
was periodical inspection of the offices by the superior ofRcers and if 
this Ian- hqd come to their notice, they would have taken action, 
but f t  must hare escaped their attention. The Committee were fur- 



ther informed that the allotment of the houses was made by the- 
Societies themselves. 

4.77. The Commitee desired to know whether the failure of the 
scheme had meant that there were no other schemes of this type a t  all 
in the State. The Additional Secretary, Board of Revenue stated that 
there was settlement scheme, the Low Income Group Housing 
Scheme, but it was not implemented in large r.unibe:s. On being 
asked as to how the scheme could function, if the people are averse 
to settle together, tht. Secretary stated that it was not the only rea- 
son but it was one of th rnany reasons. In some caschs localities were 
too far  away and e1ectricl:y was not available in cei tain places. 

4.78. At the  instance of the  Commit:w. i, I :  ( . ' ; 1 ; ~ 7 A i x  
XXXVIII) on the origin and objects of the Scheme, the amcunt 
spent and amount rcalised has been furni:ihcd T! h:+s b-sen s?at.r.l in 
the note that in cases whtm housc site.$ are pro\.ided. Go\.+ \I.-ill 
acquire lands and providc h*rusc site.; a lmc t;) t h ~  pnnr. The 
S,.hemc I.; irnplcrnr~ntrd t 4 r o u ~ h  Societit's, !tIunic:pali!ics an! Indus- 
trial concerns. I t  has fur ther  been i tntod th2t  In the case of Co- 
operative Societies, crmstr~rction \vc)ric will b ~ .  czxrcuted by them. 
hut i f  a Si?cicty is not in il posi!ic:n !:tk~ cp the wnrk, i t  \v,.ould 
be done by the P.W.D. In the casc of Municipalitiec; the construc- 
tion work is c.arr.it~d out unii.r. t!iv i1iwc.t rcsp.3nsibil::y of the 
P.W.D..  \i.hc.rtr~s f ~ r  ~ : i d i i s : r : ; t ~  !.:~h;u;., C;;\y..err?rnent adi-ance 50". 
of the corst i:r R'i. 750 per housc. whi,:hcvcr is Icss. The h ~ u s e s  are 
put up on the basis of typv dcbsigns approved iind under the general 
supervision of the P.W.D. 

4 79 The Committet- regret to learn that one of the rci*son?, of 
the faiIure of the Scheme was due to the fact some of the coIonies 
wcrc in far away and out of the way places and people were no& 
wifliay to \tav there and that the loan nmounts due were not being 
re-paid in proper instahents. This i u  a11 the more surprising in 
view of the fact that the Scheme has bee11 in existence frcQn tbe 
First Plan period; s sum oE Rs. 15.85.23 wa5 outstanding recovery 
on 30-9-1965, and yet, knowing that the Scheme was a failurq 
money had continued to be spent an the Scheme in its existin$ 
form without any improvement. They fail to understand why the 
Schme had not been rcvkwed after the Brst stage wben it mus* 
have been clear that the people for whom the Scheme wacr la- 
duced did not like it. 

4.86. From the facts placed before the Committee, they are con- 
rtncsd that the Scheme war fntradHced without - aamt& 
tal all its upsets The Initial mistake was in ths salectioa d oHsq 



us admitted in evidence. Knowing tha habits and c w t ~ m a  d the 
people, the Gavt. failsd to take nob of them in tho Scheme. 
Secondly, altlrougb executioa of ol[ramcnb with the agencies 
responsiMe fer implememtatian of tho Scheme was an aswntial part 
of the Scheme, L most d the caseq the yrssments .rrr?rr, not 
executed. In h e r  custl w h  the agraaemts were execubd the 
srme proved cldactire. An a m l t  d dl tlris, the Government is 
yet to n c a v a  an enctstanding amount of I&. 15$!5,228. 

4.81. la t b a e  c i r c l - c a r ,  the C.rmrit4ee feel that a review of 
the Sek- b rlkl for at u c d y  date in order to ilnd oat to what 
extent the St- 'L' -th so m to be oi real benefit to 
the jmer (U .ad h d i a m )  pemple. They k v e  bsan informed 
in the wri t ta  m o b  &at H p. i s iaa  has been propoaed for tho 
Scbcme ir the F.aiL Fire Ymr Pkr. 

4.82. The Committee desired to be furnished with further infor- 
mation on the following points: 

(a) How many Societies were given lease? 

(b) With how many Societies Government entered into 
agreements? With how many Societies there were no 
agreements and steps taken to have the agreemenu 
completed? 

(c) Action prop& to be taken by Government against per- 
sons responsible for failure to take action in time? 

(d) How many houses are at present under occupation, how 
many are being used actually by the people and how 
many are dilapidated or abandoned and how many have 
never been used? 

(e)  In how many cases stay orders against recovery of dues 
have been given and on what grounds? 

4.83. The Committee have been informed in a note (Appendix- 
XXXIX) that lease of 14640 acres of Government land was gwen 
to a Society; in the case of three Societies agreements have been 
sntered into, while in the case of three final agreements are yet to 
be executed. 

C b + T b C a m m f t b s r s , r n n W O I I d 7 f b ~ b C O O U  
r s t k a ~ s c o l t m d b e f o l . d r u r s f n S t l m b u o r a t I . r P t ~ t d y  
tlstsritcr. Tbs re-s given for tho delay in (bora caum are not 
arn&inl.Tbrwmdrllaitdr-dtb.-- 
(BWYC L a. -. #* 



4.85. From the same note the Committee find that out of six 
Societies, in the case of three all the 75 houses are under occupation 
while in the case of three othcrs 20 houses have been abandoned and 
5 double-block buildings out of 9 are unoccupied. 

4.86. These facts relating to these Societier indicate that tho 
Scheme has largely been a failure. 

4.89. At the instance of the Committee, a note has been furnished 
(Appendix XL) indicating action taken on the mommendations 
contained in p m  179 of the Report of Keraia P.A.C. 1-64. Th. 
Committee find that although some progrcss hns hccn made in come 
eases, much headway has not been madt- in re4pcct of other cases. 
They would like the Department to pumae these c a s e  vigotouslp. 

4.90. In m g ~ d  to K a r ~ m l n a  Colonv Co-tyx?rative Soc'cty (.!em 
8, Appendix XXXVII), thc Additional Secretary, b a r d  of Revenue 
1885(Afi)LS-4. 



informed the Committee that the final assessment had not been 
received from the P.W.D. The Secretary added that the main d B -  
c d t y  in the case of Karamana Colony Cosperative Society, was the 
absence of agreement. The Society was functioning properly and 
there was delay in getting the agreement executed. On being asked 
as to why the figures had not yet been supplied by the P.W.D., the 
witness stated that it was due to some procedural delay. The 
Executive Engineer had rertain difficulties in adjustment. Until that 
was done, the Department would not be able to say as to when 
exactly the agreement would be executed. The Department would 
see whether some improvements could be done in the matter. 

4.91. The Committee are not convinced with the reasons for the 
ddag in recovering tho dues from the Socirtp. Six years tima is 
more than enough for settling the ~rocedural matters or 
&ex difficulties. They, therefore, desire that the matter should 
be sett3ed forthwith. 

4.92. The Comrnittcc d s i r c d  to  know. ( i )  whcthcr the  Attingal 
Municipality (Item 9. Appendis XSXVI!) w i s  also trcntcd aa a 60- 
opera:ive Society, ::nd ( i i l  whether under tile scheme, the Depar t  
men: \ V a j  entitled t o  give the same fncil'!~? tn the Rluniri?ality also. 
The w:!ness rc;~!ied thst  they were entitled to give t f ~ t .  facility to 
the hlur~icipality also. 

4 93 The Comrnittcc d(+irrrd t o  kn0.v v h~!hc :- thcrc was Hny 
application from thc Attingal hTunicip~l;!y. for the c-onstnlctinn of 
h o u . ~  The Add!t'onal Secretav, Bmrd of Revcnu~ tnfo-vvvi the 
Committee that there was an a p p ' n t ~ n n  from the Mu?ic:p.\litv On 
being nrked aha!~t tho terms and  conditions, the  witnpw s fa t rd  that 
the POT h ~ u s i n ~ :  s c h ~ m c  involwd construction of hous~.. The 
amount rr-qu~red frlr construction was ncrwnted unrlw !.*an and was 
w c o v r r 4  without lntcrest in 25 ?pars. The exart dT?rultv ahout 
the Munic~pality w a s  that thry had not ~ x c w t c d  tho ajircement. As 
thfire wss change in thls covtitut'on of the Municipalitv, it was 
thought safcl to construct the hltildjnp nvd hand thrm ovcr to the 
Muniripality, instead of h?ndinq ovclr nl m y  t n  th r  Mts~fcipnlity. 
The Municipality had k e n  under the imnressfon that thn emp70ycea 
o u e t  to have the full sharp of the F ~ ~ c 4 t  A f ! ~ r  constructinn of 
the buildings h-7 thp ronttac!or, the buildings had h e n  in pscrsslon 
d by the P.W.D Crlvcrnmrnt had bwn pressing the Munir;palfty 
to take over the buildings. On some excuse or the other, the Mud- 
apaaty nad not taken possemion of the bufldlne Thc reprryment 



d the loan would commence immediately an handing over the 
buildings. 

4.94 !q reply to a questfon, the witness stated that the buildin~cr 
had not been properly maintained and no annual maintenance wan 
done, 

4.95. In the course of an on-the-spot studv visit to Attingal. Tri- 
vandrum District Members of the P.A.C. saw the blocks of tenements 
made of stone and cement and a deep well provided for drinking 
water under the Scheme. The t cnem~nt s  were unoccupied. The 
Members wpre informed that the tenements were meant for munf- 
dpa l  staff like sweepers etc. whoye average pap was Rs. 75/- p.m. 
and the monthlv rent for each tenement would be about Rs 41- p.m. 
The Mernhem also visited a colonp where the sw~c.wrs wcrp ariruallp 
fivinq. A t  nrescnt thev were not paving any rent for the l ~ n ?  and 
a plot n t  land m e a w r i n ~  about 20 cents was attached tn esrh hut 
which t ~ w  u-c.d f n r  ca11tiv;rt;m. Thus t h w  were able !o smplement 
thcir inrome. Moreover. thev might ultimately hecome the owners 
of the land. 

4 96 Thc C'nrnmftt~e WPW further i n f o m ~ r l  hv the VEt?am T e c e r  
of the Mt~nicinalitv t h l t  if let nut to other perwns. the t ~ r ? m w n t s  of 
the Mt~nicipnlitv wnuld f d r h  nt Icmt Rs. R/- per tenement. 

4.97. The Committee feel that in view of the fact &at the Mmi- 
doal Sweepers etc. were at ptesent not paping anp rent far their 
land and had been supplementing their income from the ptadrrcts of 
tbe land and expected to become owners of the land ultimately, 
they could not hc expected to shift to the Manleipal tenements, 
where thev have to pav rent ant of their meawe incomt. and which 
they wonld have to vacate on their rethemmi 

4.98. In the clrcmnstancc.s the Committee waafd mgz& that fbe 
fcasihilitv of an nlternate scheme mitable for the sweepers etc. may 
be considered and the trncmenQ let oat to others who a m  wining 
to pay the normal rent. 

4 99 Tn reqwd to Vazhoor Cnapc.rativr SncWv (Iltem I Anwndix 
XXXVTT). the Covmittee dwiwd to he ftlrnished with further In- 
format lnn on the following polnts: 

( I )  When did the Swictv get pnssession of the bulldinps? 
(11) Did the fndividual members pap anp amount to thp Sncbtp? 
(ill) What is the present membershfp of the Sodety? 



All this information has been furnished in a note (Appendix =I). 

4.100. The Committee regret to note that although the Sodew 
got pos~ession of the buildings on 18th September, 19) iC,  here iq no 
record to show whether individual members who occupied the bdld-  
ings paid any amount to the Society. The Society had become 
defunct from July, 1961. In this case also, the Scheme has proved 
a failure. - 

4.101. I t  is regrettable that owing to various shortcomings and 
lapses in the formulation and iniplrrncntafion nf the Ilorr.ir~g C;c.hc-me 
(such as location at far away and out of the way places, lack of 
amenities like electricity, aversion of the peaple to settle together 
etc.) the Scheme on the whole has proved to be a failure. The Com- 
mittee would therefore like that in the review to be conducted, as 
suggested earlier, it should be specifically found out what the lapses 
and  shortcomin~s were, so that they could hc nvoided i n  futrlrc The 
Committee feel that in the Schemes of this nature, the felt needs 
of the would be beneficiaries, and their ability to repay the loans e t c  
should be rcalisticaIly assmsed beforehand to ensure the success of 
the Schemes without unintended financial loss to Government 

Ernakulam-Choro~ara Wa!er Works .  para 20, page 29 (Atidit  Rqmt, 
1965) 

4.102. ' l 3 e  Emahl?m-C$ms.wnra W n t v  supnl\. svdcm, stirted by 
t h ~  erstwhile Cochin Covcrnmcnt in 191 4 ic: t~~c l r l s iv r l ly  o tv r?4  by 
Go\w-nm~nt :  and it is s ~ ~ n p l ~ ' r l c  prntecWd w i t ~ r  tn E~mkr~ lnm,  
Mattancherry. Alwave 2nd Fort Cochin rnunirirvl;tic.; hmidrs to ccr- 
tain other consumers like Cochin Port, Dcfencc cstnhlishmcnts. 
Panchayats, etc. 

4.103. Audit suqgr*stcrl tr, Covrmmcnt. In June. 1953, thn n w d  for 
maintaining pm-foma capi+at and r w r n u r  arraunts r'nrlf*nc*d to 
a&ss the financia1 results of the system. In Fcbnlary, 1956. Cov- 
ernrnent approved the drnirtment's propwml to maintain such ac- 
counts fram thr  'next flnancinl sear'. T h ~ r e  hrts. hnwevcr, bccn no 
pmgresR in that direction (February, 1965). This is nttributed to 
non-finslidion of certain accounts and non-availabilitv nf nrcords 
showing the capital cost of mwts. 

4.104. Arrears of water charges amountfng to Rq. 28 $0 hkhs were 
pending coUectfon (October, 1964) fram the municfplltfrsls far the 
--- - -- . " -.----* - .? -. ---- .." " - - -  - - - - . .-. . - - -- 

*Accurdlnp to mdlt lt was June, 1 M .  



p d o d  ending March, 1964 as indicated bnlow: - 
Ernaku- Mattan- Fon Total 

1 am cherry Cochin 

(In lakhs of rupees) 

Prior to I -4- I g60 0.56 2.70 . . 3.26 

4.105. Explaining the background of the case, the Secretary, 
Health and Labour Dcpnrtrnent stated in evidence that the Ernaku- 
lam-Chowwara Water Works was constructed many years ago when 
the place was under the Cochin Maharaja. The present pattern of 
maintenance of accounts was not followed in t h ~ s e  days. The Chief 
Engineer was first in-charge of the works. Travancore-Cachiil in- 
tegration took plncc in 1949 and the Statc reorganisatinn in 19.56. 
The dlfllculty of the Deptt. was right from the Malayalam year 1122 
corresponding to 1946-47. The records rdat ing to that period were 
not complete and quite upto-date. Further during the term of the 
then Chief Engineer of the Cochin State, there were drleeation~ of 
powers from the Chief Engineer in two or three staqes. The effect 
of all that was that the Department did not have complete records 
relating to Cochin State and that was the reason as to why the 
accounts were not upto-date. 

4.106. The Committee desired to know the extent to which the 
instructions of the Government in regard to the maintenance of the 
proforma accounts had been carried out. The witness stated that 
the m r d s  were not available; the Department had also issued 
instructions to the Chiet Endneer. In the absence of records. the 
Chief Engineer was not able to  make calculations upto-date. In 
mply to  a question, the Chief Engineer, Public Health Engineew 
hpartment 8tated that the Accountant General had been reqwsted 
to mggerrt r way out. The Secretary added that a number of letters 



had been exchanged in that regard, between the Accountant General* 
md the Government. In  reply to a question, the Chief Engineer 
stated that the Audit had inslsted upon the maintenance of proforma 
accounts to assess the implementation of the scheme. In reply to 
further question the witness stated that it had been suggested to the 
Government to rcquetjt Audit no1 to insist upon the maintenance of 
proforma accounts because of the difficulties pointed out earlier. 

4.107. In reply to a further question, the Secretary stated that 
the Government had approved the proposal of the Department in 
regard to the msintenance of proforma capital and revcnue accounts 
which was des!gned to assess the financial results of the systcm. But 
that was not done because of difficulties. 

4.108. The Secretary furth1.r esplaincd to  the  Commit t r ~ l  t.hat in 
1956. the Govt. had apprnved the proposal of the Dtynrtrncnt for 
the maintenance of proforma accounts. The w i t n c ~ s ~  h o w c w r .  ud- 
mitted that the proforma accounts had not'yet bccn put i ~ t o  npcra- 
tion. 

1109. The Committtae d t ~ ~ ~ r c d  to know 1; tn  wh~hli t h * ~  Deptt. 
propo~ed to introduce prrforma accounts. Thc Sccrctary st,.i:p;l tha t  
~f t he  forms were resdv. bg r t r t t i ~ p  in some l n b ~ x r .  tho Dc3tt uwuld 
be able to i n t r o d ~ ~ c e  tl :wp h c f x r  the nex: ym:. On %.nrvsked to 
give an idea o f  t hc  finnl s t y  taken :n that  rc.yprd, tho wr tnrw stated 
t h a t  no act.09 had h-tm t:ki)n a* t h ~  Clnvt ! ~ w l  c . ~ n w  22-5-1965 after 
a report was rcvvc .1  f:nm the Chirt Enq n r w  anti f r o m  thqt %tag@. 
the Departmtmt h ~ d  ' ( 1  tnko  actirln SVVP  form^ w C r C  nCt-s.?rr. from 
the  Accomtnn! Gcnrnl  and the Drbpartmrnt n-ns writ in^ t o  the 
Accountant Grneral tcr supply thoso forms to thc Ch*ef E n r ~ n ~ e r .  

4.111. It is h d d  surprising that the Governmant approved the 
proposal for ~ t e m a n c c  of profonna accounts (as stated in ed- 
donee) Sn 1956 and yet nothing concrete has bsen done so far in tbi, 
~ t t e r .  Tbe Committee find from the note Chat on 4th April, 1956. 
aaVeamemt referred to Chief Engiaaar for ramarks olr the rug- 
tion at the Accountant Ccncral far the prepamtiow of proforma 
aeemntr But no action rttms ts have bean takm in the matter. 
Yet. only on 24th January, 1962 the Chid Endneer infamad Gov- 
mamcnt that i t  was net poMLblc to prepare the pmfonnm recount. 



because accounts af expenditure were not traceable. It paws tho 
comprehendon of the Committee as to why the Chief Engineex 
coqld not point out even in 1956 that the accounts were not avail- 
able, but needed repeated reminders for several yeam to furnish this 
rimple infmmation. Such. indifference to duties and responsibilities 
on the part of the Chief E&mm is inexcusable. 

4.112. Now that the matter has been unconscimably delayed, the 
Committee would desire the Government to hold a m e e t .  with 
the representatives of Audit and Chief Engineer and come to a 
definite conclusion as to how the proforma accounts are to be rmth 
tained and from which yur. 

4 114 , rnn~it t rc* d* . r i rc i  to k ~ l l w  \ ~ . h c t ' ~ ~ ~ : -  !hr-c ~ 8 . ;  pn) 

Wwwnmpnd~finn frnm t!p* TCrr~ l~  P 4 C pot to  riw f :rrAhv .!-ant t o  
the munlripnlity or to withhold t h r  mnnts The Chid En,:lne .. 



stated that there was a directive from the P.A.C. to clear the arrears 
without any further delay. The Secretary added that the Kerala 
P.A.C. had made a recommendation and the Government also took 
action to see that the arrears were brought down. In the case of 
Ernakulam municipality the arrears had come down from Rs. 19 
lakhs to Rs. 13 lakhs. The witness further stated that the arrears 
including further accumulation upto 1964-65 were Rs. 9 lakhs- 
Mattancherry, Rs. 1 lakh-Fort Cochin and Rs. 18.83 lakhs-Ernaku- 
lam. 

4.115. The Committee desired to know whether the question of 
withholding grants or the deduction of arrears from the grants was 
cons;dered. The Secretary stated that the question was considered, 
but they did not actually withhold the grant, because it was thought 
that the municipalities would pay back the arrears even without the 
penalty. In reply to a question, the witness stated that the muni- 
cipalities had been asked to increase the property tax and pay back 
the arrears in that way. 

4.116. The Committee desired to know the time limit, that was 
requjred to wipe out the arrears. The witness stated that since 
the municipalities were not paying the arrears, the alternative be- 
fore the Department was either to stop the supply of water to the 
municipalities or to adjust the arrears against the grants that were 
given to the municipalities. There were some practical d~Aicultiea 
beeause stopping of water supply to a municipality was diftlcult. 

4.117. In  replv to a question, the witness stated that as against 
Rs. 17 or  Rs. 18 lakhs due from the Ernakulam Municipality. the 
annual grant that was given to the Municipalitv was h ~ r d l y  Rs. 1 
lakh or so. Even if that was adjusted, the whole of the arrears could 
not be wiped out. But still this was being examined to see whether 
something could be done. In an.swc?r to anothcr question, the wft- 
ness stated that the financial position of the munlcipalitlcs w a s  wry 
weak. h being asked as to whv they should not be exempt4  from 
pavfng the arrears the witness stated that if the rnunie!palitiea w e n  
exempted from the payment of m a r s ,  then the whole thing would 
be a loss to the scheme. 

4 118. In reply to a question, the wftness stated that in the grant 
d Rs. 1 lakh, certain inevitable y u r ~ e n t s ,  pap and allowanms to 
staff was included and those people wauld be put to dfmcultler, k t  
MI the Deputment wm exrmidng that aspect. 



4.119. The Committee desired to know the positfon in regard to 
the arrears relating to Cochin Port. The witness stated cnat there 
were some arrears from the Cochin Port. But the Cochin Port had 
given a loan of about Rs. 6b lakhs to the Department. The Depart- 
ment could deduct water charges from that. The witness further 
added that when the loan was given, it was agreed that the amount 
would be adjusted against the water charges. 

4.120. The Committee pointed out that the Department must be 
paying interest on the loan and enquired as to why the arrears were 
not adjusted. The witness stated that there was one difflcutty which 
was under consideration. The question was whether the interest on 
loan shquld be adjusted after deduction or b ~ f o r e  deduction. The 
witness further added that to start with, the Department had to pay 
interest also. 1 

4.121. Tn a written note fumirhed to the Committee (Appendix 
XIATIT) it has been explained as to whv arrears of water chare~s  had 
not hwn recovered from various consumem and the steps taken in 
the matter. The Committee note that on 10-11-1965 str:nmnt inrtruc- 
tions hsd becn issucd to Emakulam. Mat tanchcv  and Port Cx-hin 
munic i~~l i t i e s  to clear off the arrears immediatdp and action to issue 
show cause notire to thcm wns also under wav. The C0mrn;ttc.e also 
note that Covernmmt have issued orders wgarding revision of water 
tax, etc. as also of property tax. 

4.12?. In the opinion of the Cmnmittw. cffortz ~hnnld hnrc hccn 
made to collect the d a u  current$ from tbe mdcipdftiaa Even 
when t h m  was diqmte, prampt steps should have k n  tnkm to 
recover b t n  the mnnicipalltics on aceaunt papmmt at the old rates" 
so that the a ~ m u l a t i o n  af arrears would not have k n  so heaw 

4.1- The Ccnnmittcc suggest that the qrrcstion of a m a m  should 
be en-hrllv and rcnlisticallv examined by the Govcmmcnt in can- 
rultntinn with the ~ ~ n c e m t d  munidpaUth and final decWon taken 
about them. 

4.124. The Committee were informed that the draft Audit para, 
in thh v s c  waa received hv Government on 565-1961 but no rtply 
has so far been bent to k G .  

4.125. In reply to a question the Finance Secretary stated that the 
ttanding instructiom were that the rarpliee to draft audit para should 



be sent within six weeks. There was a serious lapse here. It hat3 
been impressed time and again that the Departments should strictly 
adhere to the time limit of six weeks. In many cases, it might not 
be possible to adhere to  the time-limit, but then what tQe Depart- 
ment should have done was to have asked for more time to consider 
the question in greater detail. 

4.126. The Committee desire that proper attention should be paid 
to audit paras and replies should invariably be sent within the time- 
l i t  of six weeks. In exceptional cases, the position should be 
explained within the time and a final reply sent as soon as possible 
thereafter. 

Payments outside the terms o/ contract, para 22, pp. 3031 (Audit 
Report, 1965) 

( a )  Corrveyance of 48" diameter pipes dutitzg 1961-63 

4.127. In terms of tile agreement executed by the lowest tenderer 
in September. 1961 for the work 'Conveyance of 48" d~ameter  cast 
iron p pes frnrn Tr  vandrum Crwtral Station to Aruv kknrn during 
the years 1961-63'. (Amount of contract: Rs. 1.62 lakhs) specla1 imple- 
ments. cranes. etc.. required for the work wcrc to be provldrd by him 
at his cost. However. on h!s agreeing to pay the usual hire charges, 
the P u 5 1 ~  Health D,vlsim, ?:vandrum oh!a:nr4 n cranr on hirr 
from the G o v e n m r n t  Fq: iwwnq W v k s h ~ ~ . :  Tr~vandrun  and s u p  
plied :t to h h  in A p i l  1961 Whi!c the work was in p r y r r s r ,  the 
contractor m p r ~ ~ n t c ?  t91av. 1961) that h:s n t c ?  wnrr low m d  un- 
workable and that hc ~hould be memptrd from wving hirr chargcs 
for the crane. Th? Chief Ene1ncc.r Puhl~c  Hrslth E n o n e r i n g .  at 
first rejected his requost (Julv. 1961). h ~ l t  in Julv. 1963 hc dwidcd 
to rcrnver from thc cnqt rac t~r  a sum nf  T?. 3 2 3  onlv as ~ert;n.;t the 
hiro charqes of Rs 57 582 w i d  t~ t h ~  Govrrnmcnt Encrinecring Work 
shop.. 771r extra expendatum to Govcrnment thus amounted to 
Rs 54.256. '- TQ 

4.128. Government s t a t ~ d  in Januarv. 19fi5 that "npprnpriate 
action in t h ~  m a t t ~ r  will he t a % m  alter hnving a r1ov-r inv~stigation 
nf the whole tranmdlon." 

4.129 Jn r v l y  to a quection the Chief Engineer, Public Iicalth 
Department i n f a m ~ d  t h r  Committee that A lor: book wns mnlntafn- 
ed for the crane. On befng pdntnd out that t h ~ r e  should not be any 
dimcultv thm i n  working out the chnrp~s,  the Scrrctaty stated that 
the conveyance was not part of thc profframrnp as such. The PubZle 

-7 



Realth Engineering Department hsd intervened and helped the ccm- 
tractor to remove the pipes by the use of a crane. As the  pipes had 
come in closed wagons instead of open wagons, some sort of physical 
lifting was necessary. The crane which could be used was avallable 
with the P.W.D. and hence their crane was used- I t  was not used 
continuously, but only for one or two months. The P.W.D. had 
charged the rates on a monthly basis and not on an hourly basis. The 
whale amount would have been much less i f  the charge was calcu- 
lated on an hourly basis. On being asked about the charges, the 
witness stated that the working charges were Rs. 100 per day sub- 
ject to a maximum of Rs. 2,000 per month and Rs. 20,000 per year 
plus operation charges at Rs. 4 pnr hour of working. In reply to a 
question the witness stated that the contractor had quoted the rates 
on the understanding that i t  would be a normal lifting. 

4.130 Thu Cornm~ttcc then desired to know :hr basis on which 
Rs 3,326 ( ~ m n t ~ n t  to h~ rerovered from the contrrtctnr) had heen 
workcd out The Sccrrtarv informed the Committee that the amoun! 
was workci out rm tho basls of the estimated prov  lr)n of 50 p. pt.r 
ton In r c ~ k  to n qlwstion, the Committee were i n f ~ r m c d  that the 
contrnctnr in  this case was the same person who had b ~ n  riven 
anothw contract for locrd~ng and unloading of pipw 1n the s?mr area, 
which had been th r  suhjcct of comment hv this Commit'ce 

4 !81 I n  rcplv to a qi~rst:on thc witness ytnted ? h a t  t h ~  P W.D 
wn.; oprarn?;n~ thr crane and the operator beloqced to the P W.D. 

4.133. The Corr~rnittcr fwl unhnppv sho~it the manner in which 
thik rssc had been dcrlt with. In tcmtc; of the agrc.cnrcnt thv con- 
tractor was to protidc st hi5 cost special implement\. crane$, etr. 
Hut on hi\ RL'TCC~U!: t o  ~ D V  the usual hirr  chnrew, a crnnr  wn+i hired 
from Gavrbr~immt Eqgintcring Work.chop and supnlird to the con- 
trrrtnr. White hire charges paid to the workshop acre RF 57.32. 
the amount drcidcd to hr recovr.r~rr fri~rir the contrnrtor for this 
nutpow was R, 8.336 onlv Thr crane wns also operated hv an 
t*mplo;vrc of the P W D. The Ccmimittec hnvc also hoen informed 
On a written note thnt the cnlnc wn% 1 1 u d  bv the contractor for 776 
hwlr?, in 238 days. The Cnmmittcc are unable to understand why 
thlc spec.iel concawion was +en to this particdrtr contractor by 
the Deplrfiamt by incurring an extra cxptmditurc of Rs.. 54.m 



Nor do they understand why terms and conditions a m  included in 
the contract which are not insisted upon. 

4,134. The Committee desired to know as to why the Department 
had paid Rs. 57,582 to the Engineering Department. The Finance 
Secretary informed the Committee that the matter was under dis- 
pute between the two Departments. He added that the Department 
had been asked to see whether the rate could be reduced. 

4.135. The Committee desire that an early decision should be 
taken in this matter and the case settled finally. 

Cutting bell holes, jointing pipes with molten lead, etc. para 22 ( b ) ,  
p. 31. (Audit Report, 1965). 

4.136. According to the agreements executed by two contractom 
the rates for the item of work "cutting bell holes, jointing p i p  with 
molten lead, etc.," (included in the main works of laying pipes in 
two sections of the Kottayam Water Supply Scheme) were Rs. 40 
and Rs. 45 per joint. The contractors represented that the ~grcr?d 
rates were unworkable and the Chief Engineer, Public Health 
Engineering enhanced the rates by Rs. 8.12 and Rs. 9.95 per joint 
(January, 1960 and September. 1960). This resulted in an extra pny- 
ment of about Rs. 8.900 to the contractors. 

4.137. In April, 1964. Government stated that there was no justi- 
fication for the payment of extra rates and ordercd the recovery of 
the amount from the contractors. The amount has not been recover- 
ed so far and Government have since intirnat~d in November, 1964 
that they have not yet taken a final decision in the matter. 

4138. The Committee desired to know whether the amount had 
been recovered from the contractors. The Secretary, Health had 
Labour Department stated that the amount had not pet been recover- 
ed. The Chief Engineer had been instructed to effect the recovery 
from the of3cers responsible. As the omcers had represented, final 
recovery had not yet been made. On being asked as to how the 
Department could recover the amount from the afRcen unless the 
responsibility was fixed, the witness stated that the officer whs w a s  
responsible had since retired. In n p l y  to a question. the wftnma 
stated that the contract was given in 1858 and the trregularlty wns 
brouqht to the attention of the G w e m m m t  in 1962 bp the Accaun- 
t t n t  General. A Government Otdcr was issued on 15-1-1984 tnr the 
m v e r y  of the excess payment made to the canttrctor. The witnoss 
W ~ T  added that fn Match, 19C13 the Chid Engineer had raqutrtcd 
-the Gcmmmst to ncandder thc wrzolc mrtkn. The CMai En#- 



neer was informed that the Government did not agree to the ques- 
tion of reconsideration of the matter and had ordered the recovery 
of excess payment from the persons responsible. In reply to a ques- 
tion the witness stated that the Chief Engineer was again requested 
in July, 1965 to effect the recovery of the excess payment from the 
persons responsible without further delay and to forward a report 
to the Government in the matter immediately and that was the latest 
position. 

4.139. In reply to a further question, the witncC;s stated that the 
Chief Engkccr  conccrncd had r r t i r d  In 1960. On being asked as 
to how the Drpartmcnt eupcctctl to make the rerovery, the Finance 
Sccrctilry statrd that the recovery was t o  be made from the persons 
rcspcwsible. It might be from the Execrltive Engineer or fn.m 2ny 
other person. 

4.1 10. Thc Cummittce notice that the point for o!)jection arose 
only after the Chief Engineer enhanccd the rate.; i ! i  Scptcmher, 
I96r). Thcy are  surprised to note that although Audit brought the 
irregularity to the notice of the Department in 1962, ocdcrs for the 
recovcry of the excesq pnyrnent to the contractor wcrc issued only 
on 13th April, 1961. If prompt action had h e n  taken in the matter 
it could perhaps have been possible to recover the excess payment 
of RF. 8,900 fram the contractors. 

4.141. Such long delays cvcn after irregularity of qeriour nature is 
diwovered or reported by audit appears to be a common feature of 
Kernla ndminhtrntion. Tlw Cnrnmittec feel very unhappy at such 
a sorry state of affairs and express their grave concern. 

4.142. AF regnrd.~ recovrrv from persons responsihlr. the Com- 
mittee would like speedy action to be taken. Thcy would a1.w like 
thc Dcpnrtmcnt to examine if any action is called for against the 
eon trmrclon. 



REVENUE DEPARTMENT 

.Iwegularities and losses in the execution of works-Harijan Welfare 
Department, para 30, pp. 36-37 (Audit Report, 1965). 

( a )  Construction of houses for Harijans: 

5.1. The work of constructing 73 houses, each costing Rs. 800 for 
Harijan families was entrusted to a contractor under orders of the 
Dircctor of Harijan Welfare. No agreement was executed with him. 
On the strength of completion certificates reported to have been 
lssued by the Junior Engincer attached to the District Welfare Office, 
the contractor was paid the full amount of Rs. 58,400 during the 
pecod February, 1958 to February, 1959. The houses are. however, 
reported to be still (October, 1964) incomplete. The increment of 
the Junior Engincer who was found guilty of negligence In having 
issued cert:ficatps of colnplet~on without actual vt.r:fication was stop- 
ped for two years without cumulative effect. Government stated in 
October, 1964 that the actual loss sustained by Government was 
being assessed, that action aga~nst certain other departmental ofliccrs 
found responsible for the loss was under consideration of Govern- 
ment and that a case against the contractor was under investigation 
by the police. 

5.2. Explaining the backpound of t hc. .s,.i.ierne, the Additional 
Secretary, Revenue Deptt 3rld Director mchxgc IInrijan M'clfare 
stated an evidence that the schema related to grant-in-aid given by 
the Govt of India. Under : 'w  schl:me 396 houscs were proposed to 
be constructed and given tn scheduled castes. The scheme also had 
envisaged payment of grant to private individu-rls, Cooperative 
Societies and other beneficiaries. During the period out af 396 
houses, only 300 houses were constructed and the objection related 
to onlv 73 houses. Under thc rules which related to the construction 
of houses, Rs. 1,000 were allotted to each house. Out of that, 20 per 
cent was supposed to be home by the bcneAciav and the remainfng 
80 per cent was paid in t h m  Instalmentj. 25 per cent wns glvm 
in advance before the starting of work, !50 per cent w a s  dm when 



the plinth area was completed and the balance when the conrtruo 
tion waa a t  the roof leveL No agreement was executed a t  the time 
when the sanction for 73 houses was given. The witness added that 
it was a lapse on the part of the Distt. OWccr. The District CMcer 
had, however, pleaded that there were no specific rules in the scheme 
regarding agreement. In reply to a question the witness stated that 
the funds wcre allotted to the Distt. Officers who were expected to 
foliow the usual financial procedure. On being asked about the c h ~ k  
exercised by the Deptt. the witness stated that there was of3ce inspec- 
tion by the Director of Harijan Welfare and also the usual audit. 
The witness admitted that the District Officer did not rake any 
agreement and the lapse was also not found out durinp inspection. 
The witness further added that there was scrious lapse on the part 
of the Dir~c tor  and he had  also been suspc-ided and wriouq charges 
wcre bcing framed against him. 

5.3 In reply tu  a qursti,!n t h ~  witnms stated that the 73 houses 
were distributed over four different areas and the anproximate area 
was abw'  50 sq m i l s  The contractor to  whqm tho contract was 
j$vcn happcncd to bc thc Prrsidcnt nf thc Cooperativ~ Society who 
to?k up th? work more or le s as his o;vn pcrson3l r?sp?ns;bility. 
The witness f u r t h ~ r  added that there was a gnneral dificuity in get- 
ting contractors. 

5 4 Thrb Committr.e dmircd to kn w whether m y  tendmi were 
invitcd for thc work. The ivItncss stated thnt i t  was not done that 
way The ~ l lo tmtn t  nf hniiscs w a s  mndt. distrtc?-wlce and those wore 
disi.uss4 the Diqtr:~? Drvrlnprnwt CnunciI. The lwneficiznes 
carnr fortvnrd w i t +  thc appl'cntims and most nf thcm did lt on their 
own nnri i t  w3c ! l o t  n enntn*t On!v in thic  pnrtirujar c ? ~  it had 
tn hc riven to a w:~trnc:or Sincc no h~ncficiam mrnc f ~ w ? r d ,  the 
contract had to hc. civcn to onc person. Tn reply tn a quedi-n. the 
witnrss st?tcd th?t frnm the r ~ n o r t  of the D%+t Ofitcr. the Dcptt. 
came to  F;I, ,.I. :hnt thcrc \sera no other cmtractnrs iq t'ac f{\ilr areas. 
Whrn t h  Cnrnrnitfrc nointcd mt that 'hc n-irk n-nq piwn to  an 
ind;v:dunl and nf.' to nnv Coovrntive Sncicty. thr  wi+wss stated 
t h ~ t  Thorp ~ 1 7 s  ;I? >rdw of the Director of F.Tar.jn~ Wt4farc in which 
hc had a s k 4  thr District OFl~cr  to ~ i \ v  t b  contrwt ?n th's pnrti?ular 
Sncictv In rc*plxm $0 n q r ~ m ! i n ~  t h ~  a*;tnc.cs ~ t n ! c l  +%it the m~tmct 
waa r f iwn  onlv ! I +be P r 4 d c n t  and thcre w?s no mm!rrtinn of the 
S o r i ~ t v  

5.5 I n  rrrdv to a qti . ' j  the  witness stated tbct the dclsrr was 
dun to the fact that the Tkntt. did not get !he remrt  from !he P W D. 
In rcply to a further question, the witness added that the Irrecp~larf- 



ties came to the notice of the Deptt. in 1960. The Deptt. was taking 
action against the officers and only afterwards it came to the point of 
assessing the loss. 

5.6. On being asked about the present position, the witness stated 
that the loss in this case came to Rs. 9122. As against Rs. 20,000 paid 
to the first village, the actual work had been assessed at Rs. 22,247 
by the P.W.D. The Deptt. had not taken the escess into account 
because the contractor was entitled to only Rs. 20,000. In that way, 
the l r ~ s  would be Rs. 9,000 and the net loss would be a little less. 

5.7. The Committee desired to know the result of police invtsti- 
gation against the contractor. The witness stated tha! the case could 
not bc properly inws~ignttd for want of evidt~ncc. The Icgnl Adviser 
had a i m  sdviwd that the case wvuld not stand. 

5.8. The Committee regret to note the various irregulnritie~ dis- 
closed in this case. The schcnic was mcallt for srhcduled cnstes 
and grants were ghen  to private individuals or coopcmtivc sorictieg 
fornicd by them iu ihc particular arca, But the cor~structioi~ work 
relating to 73 houhes in different areas was given to the Prckidcnt 
of a IIa~~uicrai t  Coopc*rative Society of a parficulnr area, without 
invit;ng tenders, on :lac specific order of the Director of llnrijnn 
Welfare. This was done on thc plea that no beneficinry was forlh- 
coming a; stated by the District Ofiiccr. T!IP ~ n m c  District ORirer 
had failed to execute any agreement with :he contractor on the 
ground that thcrr were no specific rules on thc ~ubiect in the 
scheme. In addition to that, there was a false certificate by the 
Junior Engineer and the payment was made to the contrartor. 

5.9. In the opinion of the Committee. all thaw go to show that 
rules have been violated by more than one omcer resulting in a loss 
of about Rs. WOO. It is also surprising that it took the Departmcnt 
six yea- f1858-64) to auww the 1-5. Thig matter needs thcre- 
fore to bc investi~ated further and responl~ibilities fixad and the de- 
f a u l h g  offhirers punished suitably. 

5.10. The Committee also feel that the charks exerrilied by the 
Department on their ofRcers were perfunctory and need to ba tight- 
ened up. 

(b) Construction of a m&Z welfare village at Poonjat. 

5.11. The work sanctioned by Cwemment  in March, I959 a t  an 
estimated cost of Rs. 34,600 waR split up into 16 item, each msting 
lar than Rs. 8,000 (limit Axed by Government in January, 1959 for 



dndertaking works without detailed estimates). The entire work 
(with no detailed estimate) was then entrusted to the same contrac- 

tor referred to in (a) above without a "proper agreement". The 
contractor abandoned the work in May, 1959 after attending to parts 
of six items. 

5.12. The items of work done were reported to be not susceptible 
of valuation by the Public Works Department except after disrnantl- 
ing. An amount of Rs. 9,067 was, however, paid to the contractor 
during March and April, 1959. Government stated in October, 1964 
that the loss incurred due to the ab~ndcjnment of the work by the con- 
tractor was being assessed by the Public Works Department and that 
steps were under way to prosecute him 

5.13. The Committee desired to know the reasons for the delay of 
nearly five years in assessing the loss and taking necessary action 
agamst the contractor The Additional Secretary. Revenue Deptt. 
and D H W. inchnrge stated that the original estimate for the model 
Wc4fare Village at Poonlar was Rs. 34600. In order to expedite the 
works ~t was split up into 16 itcms so that the cost of each item 
might hc less ihan Rs. 3000 in which case under a Govrrnmen: order, 
(issucd by about that :ime) no estimate or plan was nccvssrtry. In 

this connection, the witness mad out the following Govt. order, 
C 0. No. 252 dated 19th March. 1959: 

"The C;n\w-nmcnt a m  pleased to sanctton t h ~  prop-rsal sub- 
mit:cd by thr Dlrector of Harilar) Wclfarv 111 his letter 
read above to split up the construction of works In the f,-l- 
lowing ~ n o d t ~ l  w ~ l f a r c  vill3ps, into 16 unlts as detailed 
bclow and gct thcm cxecu!cd by the spms ) r ? r g  Hari;m 
cooperative socirt ies." (Then thc namcs of :he m d e l  
welfare villages including Poonjar are given 

An advance of 25 ptr  cent of the cost of the house for each unit 
shall be paid to thc spnnsorinq Harijan Co .p~rat ive Society. 
The District and Wrlfarc OfTiccr concerned will draw the 
advance from the Budget provision for thc work and dis- 
burse i t  to the cooperateive society concerned. 

The conditions for the execution of the work, part pavment, 
etc. shall be the same as those laid down in the G 0. rnad 
as first paper above, subje t to the followinq modifications: 
part payment5 shall be made to the sDonsor ng cooperative 
societfcs on the authority of a certificate frnm the Junior 
Engineer of the Harijan Welfare Department o r  N.E.S. 
Block ar Plnchayat or Public Worka Department, to th. = (-1 LS-b. 



effect that the uptodate value of the work done is not leu 
than Rs.. . . . . . (The amount to be specified by him) and 
that the work is progressing according to plan and sped- 
fica~ions. The Anal payment will be made on production 
of a completion certificate from him s ' a t l ~ g  that the work 
has been comp1e;ed as per plan and specifications. 

The atcion of the Director of Harijan Welfare in having issued 
instructions on the above lines in anticipation of orders of 
Govt. is ratified." 

5.14. On being pointed out that it was clear from the Government 
Order that the Government agreed to the work being spht up so that 
i t  could be completed by the beneficiary societies, the witness stated 
the orders were not implemented in the spirit in which it was envi- 
saged. The Committee further pointed out that w h ~ l e  it w3s envi- 
saged that the Harijans would form into coopera:ive societies and, 
therefore, the work was split up, actually the whole contract was 
given to a single person. The witness stated that the split .ing up of 
the work was permitted by a general order issued by Government rn 
1959. When the Committee pointed out that the order rend out 
before the Committee related to a particular work, the witness stated 
that the Director did it on the basis of the general Governmcnt 
order. so that the works might be expedited. 

5.15. In reply to a question, the witness stated that evcn before 
that period, there were rules which provided that the works m i ~ h t  
be given to beneficiaries, but admitted that it was not followed. 

5.16. The Committee desircd to know as to when the contract was 
given to the contractor. The witness stated that on the basts of the 
L)!rectorfs order dated the 18th October, 1958 this work had a!sO b*en 
given to the same jndiv~dual and ratification was done an 19th M?rc\, 
1959. Thc witness furthrr s!~ted that t h t m  was on agrecn~~r l '  f rnn  
thc President on 2lst April, 1959 which had nterely mentimed the 
receipt of Rs. 8648 by way af advance fcr s-, many houws. The 
agteement was drawn up on 21st April, 1959 at1 one r u p v  stnmp 
panor which statcd that the person was willina to  t1w1 rtq1:- th? 
work of build ngs relating t s  Poonjar Model Welfare Centre and 
[hat 25 percent of entire work would be p t  done through Shrlm 
nan. On being asked about the Cov~mmcnt order lor paymrnt af 
ths advance, the witness stated that for any work costing l c s g  than 
Rs. 5000, advance payment of 25 per cent m l d  be made, The nonay 
h a  digbursed to the contractor by the District OiWer. 



6.17. Explaining the sequence of events the Additional Secretary, 
flevenue Department stated that Government Order No. 78 of 20th 
,lanuary, 1959 stated that works below Rs. 3006 could be given a 
contract, without estimates. On 23rd February, 1959, the Repxt 
uf the Director of Harijan Welfare stated as under: 

"The matter was discussed in detail by the Minister for Local 
Self-Government, Secretary to Gwernment, Labour and 
Local Administration and the Director of Harijan W l l f a e  
at 4 P.M. on the 23rd February, 1959 and the following 
decisions were taken: 

"Administrative sanction shall be accorded by the Director 
of Harijan Welfare to split up the construction w-rks 
of each centre referred to above into 16 distinctive units 
as indicated below a; per +he rev:scd plans specifications 
and of entrusting the work to the Harijan Cooperative 
Scxieties or the Local Commi:tees cvnstituted fo r  the 
purpose." 

5.18. I t  is m l l y  amazing that in this case also the contract was 
given to the same contractor (PreAdent of a Handicraft Society) for 
tho en ire work which was splil up into sixteen items in order t e  
enable bc~rcficiary societies like fiarijan Welfare Cooperatives to 
undertake the work. It is all the more surprising that ratification of 
this spliting up of the work wai done much Later, when the work 
had already bcen allotted to a single individual against the spirit of 
Govt. orders. As there is no mention as to whether Government 
werc aware of this fact when the ratification was done, h e  Committee 
would desire that i t  should be investigated whether the fact, that 
the entire work had already been allotted lo a single individual and 
not to the bencliriary societies lor which ratification was made with 
the approval of the Minister of Locd Self-Government, wa i brought 
to the notice of the Minister before his orders for ratification were 
tnkcn. If nut, the pcrsow rcolmn~ible for suppressing such nlaterid 
fact should be suitably punished. 

5.19. The Committee do not understand as to why the loss iacurnd  
due to the abandoitment of the work by the contra2tor has not get 
been assessed. although the contractor abandoned the work as long 
brck as May, 1959. The Cornmit?cc desire that the assessment af 
hss abould be completed without further delay. Result of the prose- 
cution of the contractor as mentioned b the Audit para may be COID- 

municatcsd to the Committee. 



5.20. The Committee feel that these two cases of allotment of .D. 
the works to a particular individual, while ostensibly the works were 
to be given to beneficiary Harijan Societies etc. disclose a pattern 
which has to be scrupulously avoided if r ed  benefit is to be given 
to the poor Harijans of the State. Otherwise there would be waste 
of Govt funds which will benefit people who manage to obtain con- 
tracts by means not necessarily fair in contravention of rules and 
Govt. orders. 



INDUSTRIES DEPARTMENT 
Indust*! Estates-Para 23, pages 35-37 (Audit Report 1964) 
6.1. Eight Industrial Estates were set up in the State during 1957- 

M t o  1961-82. The scheme provided for the construction of buildings 
and workshop sheds which were to be let out to industrialists; of 
moderate means. The scheme is partly financed out of loans receiv- 
ed from the Government of India; the amount of loan received by 
the State Government up to the end of July ,  1963 was Rs. 64.61 lakhs, 
An expenditure of Rs. 89.77 lakhs was incurred by the State Govern- 
ment on the scheme upto the end of March. 1963. 

6.2. The management of the estates was transferred on an agency 
basis to the Kerala State Small Industries Corpoartion Limited, with 
efTect from the 1st July, 1962. 

6 3. The following points have been noticed in Audit:- 
(a) Loss of rent due to delay in allotment: 

Delays in allotment of sheds, ranging from one to Ave years occur- 
red in Industrial Estates, Ollur, Olavakot. Kollekadavu, Pappanam- 
code and Ettumanoor (for which necessary particulars were-furnish- 
ed by the department), as indicated &low:- 

- - - ---- . - - 
No. of sheds allotted 

b a n  
Remark, 

and 3rd 4th 
and 3rd and 4th nnd 5th 
years yean vean 
of corn- of corn- of corn- 
pletion plction pctticvl 

-- - -- - " .  - -- ---- - ----- - .- - ------ -- 
Industrial Estate, Ollur rz 7 16 Amenities like water 

(41 rbadr mmplercd in supply etc. w m  
Much, 2938). providd only in 

March, r g 6 r .  
Isdustrial Eatate, Olava - 9 . . . . Power cannecrian 

kot (23 sheds completed and water rupply 
in May-Jdy, 1958 and w m  provided in 
s 1 rhcdr by December, February, 1958 md 
1959). November, 193% 

rcspcctively. Sani- 
tnry arrangemenu 
and formation of 
O P P T O Q ~ ~  roodr, 
campound W* 
etc. were completed 
during 1959 6r 1960 
rtspecti* : -- -------- -- 

a 



Industrial Estate, Kollaka- 
davu (13 sheds com- 
pleted in August-Nov- 
c mber, 1957, g sheds in 
A . v  1-Uov .mh r, 1958 
an 1 20 sheds in April, 
1959) 

Industrial Estate, Peppa- 
namcode (28 sheds 
completed in May, 
1g57-hlarch, 1 9 ~ 8  
and 2 sheds each In 
November, 195 j and 
August, 1959) 

Industrial Estate, Ettuma- 
nmr 129 sheds com- 
plned in March, 1957 
-March, 1959 and 
2 she 's in Dcarnher, 
1959 a d  Julys 1960)* 

No. of sheds allotted 
between 

Ranarks 
2nd and 3rd and 4th and 
3 4th 5th 
years of years of years of 
corn- com- com- 
pletion pletion pletion 

The dclav in allot- 
ment of sheds has 
been attributed to 
the delay in provid- 
ing amenities like 
water supply, clec- 
W ~ C  C O M C C ~ ~ ~ ~ ,  CtC. 

Rensons awaited. 

Rea ons n A aitcd. 

6.4. The loss of rent owing to dday in allotment, compu'ed after 
allow.ng six months for completion of formalities rcgarditg allotmcnt 
Ln these five estates amounted ta Rs. 1.56 laklu. 

(b) Anearr of rent. 

6.5. According to the information furnished by the department in 
December, 1963, a sum of Rs. 83,129 (includmg penal interest) w u  
pending collection by way af rent in eight industrial estaulr, 



(c) Fixation of rent. 

6.6. Rent of the sheds of different types was flxed for 2 years in 
November, 1956 at subsidised rates. Orders of Government reviewing 
the rent afttr  the expiry of the two year period have not yet been 
issued (December, 1963). 

6.7. In July, 1960 the Government of India prescribed a formula 
for the calculation of rent and accordingly the State Government 
prepared revised rent statements in September, 1963. The State 
Government stated in December, 1963 that the question of fixing a 
date from which revised rates of rent were to be given effect to, 
was under their consideration. The average annual loss of rent 
owing to delay in revision of rent is estimated at Rs. 1-46 Iakhs. 

(d) Subsidy ftom the Government of India. 

6 8. In September, 1960 Government of India agreed to share with 
the State Government for a period of five years and loss sustained 
by the latter ccnsequent on the charging of subsidised rent from 'he 
industrialiits. No subsidy had, however, been climed fsrm the 
Governmmt of India till October, 1963. 

6 9. The Committre desired to know the m3in features of :he 
Scheme of Industrial Estates. The Secrrtsry, Industries Department 
explained to the Committee that in certain areas, in order to induce 
small enterprrncurs to start industries, certain shed; wrro c nstrtlzt- 
ed with facilities such as clectricity, water and TcchnicA asiistanc3. 
Und-r the snhcme thcse she& were g:ven on rent to these ertre- 
pt-mrurs. For that purpose the Government of India gav? loans and 
plan%. On being asked about the coxessions given to  thcse en!r?- 
preneurs, the witnesr stated that 50 pi-r cent of the rcnt was Biven 
as subsidy ie., rent as calculated on thc basis of expenditure involv.-d. 

6.10. The Crmmit'ee desired to knaw whether any sp-cis1 eff-rts 
were mwl? to provide electric;ty and water. Thc witness stated 
thn! it was part of the scheme. but in a few cacw there was s-me 
delay in the matter of supplv of clectricity and water, when the 
Industrial Esto:cs were started for the first time. 

6 11. The Committee have been interned n~h~ecruentlv that the 
Cnv~mnle.rt of India have s? far (1955-56 to 1962-63) given a I-an 
of R s  76 83 000 for this scheme. The eunwdituw iwtvr-4  Pn the 
Schem- during the pcr:od 1956-57 t- 1962-6.. age(: Rc. 90 61.?20 rrnd 
Includ'np expendftute booked for 1963-64 m d  1QM-63 (upto Septem- 
1 , ~ .  1965) the total expenditure was Rs. 1,3S,SS,IWB. 



(a) Loss of rent due to delay in allotnrent, 

6.12. The Committee desired to know whether the Government 
bad enquired h t o  the reasons for the lack of coordination in the 
matter of providing the necessary amenities which had resulted in 
the delay in the implementation of the scheme and had also caused 
loss of rent to Government. The witness stated that it was really the 
lack of coordination in arranging all the ame~lities together to be 
effective from a particular date that had led to these difficulties. The 
difficulties had, however, been removed subsequently. 

6.13. The Committee referred to the Industrial Estate, Ollur and 
desired to know the reasons for the delay of 3 years for providing 
amenities like water etc., in the area. The witness stated that in 
respect of water, it was ogirinally planned to have well water at the 
site. There was already a well a t  the site which was to be improved 
to ensure a perennial source of supply. Actually, after use it  was 
found to be totally insuf3cient. So sometime had been taken for 
d i m g  another well and for Anding alternative sources. 

6.14 The witness further added that there was a schemn in the 
nearby Trichur town for the water supply and it was thought that 
water could be supplied through an extension crf pipe line from 
Trichur. After investigation, it was found that there was not 4- 
eient water and power at Trichur. In that way thcre was some 
delay. In answer to a question, the witness stated that even with 
these inadequate amenities some I:! people were induced to come 
in and start the industrial estate. 

6.13. In reply to a question, the witness stated that In the mean- 
while, the Department had made some other arrangement for tahng 
water whenever required from a nearby tank (at a distance of two 
furlongs) and that had been found to  be sucffilent. The tank was 
not thought of in the or~gmal scheme, it was later on found out and 
u d .  The resources of the tank were tapped in 1961. 

6.16. On being asked about the reasons for the delay in regard t o  
the provision of approach roads and compound walls etc. in respect 
of Industrial Estate, Olavgkot, the witness stated that the delay wm 
due to lack of coordmation Since that was the first serie5 of Tndus- 
trial Eatates, many difaculties arose. 

6.17. The witnma hvther added that all the 34 shedo had sLan 
k c n  occupied In the Indmtrlal Estate, Olavakd. 



6.18. The Committee pointed out that the industrial estates might: 
bc new, but the construction work and the provision of other ameni- 
ties were not new and enquired as to what were the special difFlcul- 
ties in ensuring coordination. The witness stated that two Depart- 
ments wer? functioning in that regard. Industries Department was 
handling the industrial estates and the P.W. Departmen: was handl- 
ing the construction of building; etc. The real coordination viz., 
calling of conference and planning really did not exist then. In reply 
to a question, the witness stated that there were some procedural 
delays also. Sometimes bridges were completed but the construc- 
tmn of approach roads took 2 or 3 months The witness admitted 
that there had been some delay In the matter oi construction of com- 
pound walls and approach roads etc. The witness further added that 
the delay had been noticed and the Department had become aware 
of thr fact. Or1 being asked as to when the delay was noticed the 
Seccrctary stated that the  delay was noticed towards the end of the 
Second F ~ v e  Year Plan. Some of the industrialists had complained 
of lack of facilities and the Department took s::ick of the position 
and in all the activities of the Thlrd Five Year Plan thme was ccordi- 
nation and it had been working satisfactorily. 

6.19. In reply to a quest~on. the witness stated that the apphcants 
for the sheds were not numerous As and when the occupants came 
In, electricity and water supply were arranged. There was some 
dclny In the case of w m r  rstates, which was due  to circumstances 
whlch could not h rectllied at that particular time. In answer to 
another question the witness stated that by 1858, these sheds wew 
being completed onr by one Ncccssrtry steps in that respect were 
taken and that was progressing. Meanwhile, additional amenities 
like water and electricity were being looked into and some delay 
had occurred in that process. 

6.20. In regard to the allotment of sheds, the witness stated that 
39 out of 42 sheds had been occupied by the industriahts. Three 
sheds were kcpt for departmental purposes such a s  scn.ice work- 
shops etc. The witness further added that the follcwing were t h e  
details of allotnwnt of sheds: 



6.21. The Committee desired to h o w  the basis on which the 
conrtruct~on of the number of sheds was Axed. The witness stated 
that in the early days of the programme, the number was* Axed 
notionally. The witness further added that according to the present 
system some assessments of the requirements of the sheds were 
made and then the construction was undertaken. 

6.22. The Committee regret that in the case of the industrial 
EstPte Olhu, due to bck  of c ~ r d i n a t i o n  and delay in acqu&ition of 
land (Note furnished a t  the instance of the Committee Appendix 
XLIV) improvenlent in and additional supply of drinking water has 
yet to be made although steps were stated to have h a  taken to 
provide piped drinlcing water as far back as 1960. The Committee 
need hardly emphasise that delay in providing basic amenities like 
water ete. result in dday  in achieving the main objective of the 
=heme and also it results in heavy losscs to the public exchequer. 

6.23. Another aspect which has caused concern to the Commi'tce 
is the fact, as stated in evidence, tbat while efforts wcre being m ~ d e  
for obtaining supply of water, no one conqected with tho srhnmr 
knew tbat only at a distawc of two furlong; there wns a tank who.ie 
supply wa; found to be sufficient in 1961. This only indicatcci that no 
proper thought was given to problem at the time of construction of 
t\e shed3 etc. and there was failure even to suwcv the area properly. 
Such lapses, the Committee trust will be avoided in future. 

6.21. As regards delay in providing approach roads and mnitarv 
arrangements in the caw of Olavakot Egtate. the Cc~mmittee rcgw' 
to fild from a note (Appendix XLIV) furnished subsequently that 
there had been delay in the constru:tion of road; a.rd sanitary ar- 
ralgeme-'s, which canlot bc justified. The Committee u c  hardly 
imprerwd by the plea that since this wag the A n t  c.tatc to be cow- 
tmcted, these ddciencieli were found. The Committee ferl that the 
work hvolved in construc'ion and providing the nmonitiet w r i  of n 
normal and usual nature and htnct there should have been no diFl- 
d t p  in enmring proper co-ordination and speedy implcmcntatiwr. 

6 25. The Committee desired to know the pwition abou! the nVfl+-  
m ~ q t  of shnda in the Industrial E~tates, Kollnkndavu. Pappnarnc-d* 
and Ettumawor. The witness stated thit  irl rwp-ct of indus r'al 
estate Kolla b d a v u ,  nine sheds had remained unocruplcd. 

c.26. All the 32 sheds had been occupied in the Jvd~tstri~S Edfl'e, 
Pappnamcode. On being asked abwt  the d e l w  In thiq caw, 'he 
witnvs stated that the electric connec:ion and water supply w ~ r e  



given in 1958. The delay had occurred on account of dearth of appU- 
cations. 

6.27. In regard to Industrial Estate, Ettumanoor, the witness stated 
that one shed had been kept for Departmental use add the remaining 
sheds had been occupied. On being asked about the reasons for the 
delav in this case, the witness stated that in this case also, the delay 
was due to dearth of applications. 

6.28. As regards the three remaining Estatcs (out of eight), in 
Palayar out of 11 sheds, three wcrc vacant, in Palluruthi all the six 
sheds were occupied and in West Hills all the 22 sheds were occupied. 

6.29. The Committee regret to note that even now same sheds (in 
Kollakadavu and Pala yar Estates) remain unoccupied. They bope 
that the Department will make further efforts to see that none of the 
shed5 remain vacant, as it results in continuous loss of rent to Gw- 
crnment. 

(b) Arrears' of rent. 
6 30. The Committee desired to know the reasons for the accu- 

mul?:ion nf arrears and the practice followed in regard to the realin- 
t im  of rent. The witness informed the Comnrittee that the r m t  
wm not realised in advance but it was realised from month to month. 
On being asked as to how tho arrears aroie 'hen, the witness stated 
that in the beginning some c.f the  industrial units ac'u?Itv did not g3 
into production and some of the units were organised bv Co-perative 
Sl~?ictles. Sometime was allowed for the units to pet started. 1-1 
thc cnrlier stages. coercive steps were not taken to realise thp re-t  
from the people, but from 1961 onwards same pressure was put on 
the parties after issuing notlccs ctc.,  aqd sometime some concessions 
were gvcn  depending on the nature of the industry. 

6 31. The Committee pointed out that a m r d i n g  to Audit Report 
a Fum of Rs. 83,129 was due for collection and desired to know wha- 
thc t the arrears had increased or decreased. The witness informed 
the Committee that the total due as on 30th Sptember,  1965 was 
Rs. 1,50,000 but there was an increase in the number of sheds also. 
In reply to a question, the witness stated that on an assessment, it 
hod been found that roughly 40 per cent of the arrears had been 
collrc ed, 

632. The Committee learnt from Audit that the management of 
the Estates was transferred to the Kerala State Small Industries 
Corpora:ion Ltd. On being asked as to how the Department would 
knvw about the collection of arrears, the witness stated th3t the 
work between the Corpaartion and the Department was coordhted 
b.v he 1)uector of Industries and Commerce who happened to be the 



Chairman of the Corporation. The Corporation was doing the work 
on an agency basis on behalf of the Government and whatever ad- 
ministrative charges were incurred by the Corpuration were paid by 
the Government. 

6.33. The Committee note from the statements furnished that 
armrs  of rent (Estate-wise) upto 31st December, 1963 had been 
I&. 35,084 2!5. But although the collection of arrears since Slst Dee- 
amber, 1963 amounted to Rs. 36,105.88, the balance of arrears at 
present is as high as Rs. 58,578 37. The position, therefore, is far 
b satisfactory. The Committee desire the vigorous steps should 
be taken to wipe out the arrears as also to ensure that arrears of 
rsat do not accumulate any more. 

6.34. They would also like the Department to consider the impo- 
i t ion  of panel rate of interest on arrears of rent in the case of persis- 
tant defaulters as the agreement provides for r ! ; : i r g i ~  of panel rate 
ef intersst. 

6.35. The Secretary, Industries Department informed the Com- 
mittcr that the Axation of rent for the industrial estate was &st 
made in 1956 on the basis of 4) per cent interest on capital expendi- 
ture. On being asked about the delay in the introduction of the 
revised rate of rent, the witness stated that the question was a sub- 
ject matter of correspondence. The rates had been revised by the 
Government of India on 28th September, 1965. The latest letter 
Indicating as to how the rent had to IE calculated and charged had 
been received and the Department was taklng further action on that 
baris. 
(d) Subsidy ftMn t h e  Government of India. 

6.36. The Committee desired to know the reasons for the delay tn 
chrnmg subsidy from the Govt. of India. The witness informed the 
Committee that the Government of I n d ~ a  had not accepted the 
figures on account of their not having taken a final decision on the 
exact pattern of subsidy In this case. In reply to a question, the 
witness stated that the Department had clalrned subsidy from the 
Government of India. but they were asked to wait till a decision was 
taken The J o ~ n t  Secretary. Ministry of F~nance, Government of 
India ~nfarmed the Committee that sometime before 1983 the Govern- 
ment of Kersla had claimed suwdy,  The Government of India had 
not conceded the clmm because the fixation of rent w u  not done 
according to the revised formula. Further. If the Government of 
Kemia had already d r ~ w n  their quota of Central grant, they would 
not get any further mount. 



6.37. From a note furnished at the instance of the Committee 
(Appendix XLIV) the Committee And that between 1960 and 1963 
correspondence was carried out between the Government of India 
and the Government of Kerala to finalise proposals regarding cal- 
culation of ient for the sheds of the Industrial Estates. But Govern- 
ment of India asked the State Government on 21st September, 1963 
to keep the case pending till a new formula for calculating the rent 
was communicated to thrm.  This, the Government of India did on 
the 28th September, 1965. 

6.38. The Committee can find no justification for such an inordi- 
nate delay in finalising the method of calculation of rent. The delay 
in revision of rent, according to Audit has resulted in an annual 
average loss estimated at Rq. 1-40 lakhs. In the opinion of the Com- 
mittee, the responsibility for this annual loss lies more on the Cov- 
ernment of India than on the State Government. They would. there- 
fore, like that an enquiry is held to find out how such delay occurred 
in the Government of India and to fix responsibility therefor. 

6.39. The Committee further desire that action to implement the 
decision regarding calculation of the rent shoald hc finalised without 
delay and the quwtion of claiming subsidy should also be seftled. 

Phyto-Chemical Project, para 25. pp. 37-38; (Audit Report, 196.1) 

6 40. The India? Drugs and Pharmaecut~cals Llmlted, New Delhi, 
G Government of Indla concern, ciccded to establlqh a ph?to-Chnmr- 
caI plant at Nrrinrnangalam In Kera!a State The Stotn G vern- 
mcnt a~ r f i cd  i? July,  1961 to makc avmtnble 400 acrce crf l a d  t ,  the 
concern free of cost ns Cnvcrnment's contr~bution f - r  the ej'abltsh- 
mcnt o f  the industry In !hc State and alzo to u~de r t ake  r e? l !m~eq t  
of road and supp?!: of water, rIcctric~'y ctc tn t h  ~ r ~ j r c t .  B n s i d e ~  
in order to supplv necessary raw materials for :he p'm*,  a s u n l  of 
Rs 11.16 h k h s  was prov:d~d fnr in the R u d p t  estimates 1961-62 and 
19ti2-tG for th t  cultivation of medicinal plants 

641. To end of March. 1MX the follnwing items of e x p e n d i t u ~  
were incurred by Government in this connection: - 

Rs. 

(i) frnd quis i t ion  chafltcs (inclu - 7,72, xu (234 -68 acres q u i d  md 
din am of h d  acquisition staff 2 handed over to the prs 
r m-gdr payments to en- jw authorities). 
cmachm). 



Rs. 
(3) Deviation road in 34th and 35th 1,oo,o59 (Pbtimatc : Ra. rDo6,00a) 

miles of AJwoye-Munnar Road. 
(iv) Water supply scheme to the 38,732 (Esdmott : Rs. IJX,OOO) 

phyto-chunical project 
(v) B x t d o n  of electric line (a- xr~6478 (Enimate : Rs. ~ , ~ , o o o )  

paKirture incurred by the Kuale 
State Electricity Bcard) 

(vi) C lltivation of medicinal 9,14,5JB 
plants 

TOTAL : 19,9asq8 

6.42. The company informed the State Government in November, 
1962 that the work on the project was at a s andstill pendi.:g the 
forrnulat~on of a new technological process for the manufacture of 
cafTeine. Government. thereupon, ordered in December, 1962 that 
the lands involved in acquisi'ion proceedings need not be taken 
possession of. The work on the water supply scheme had been 
stopped and the programme for cultivation of medicinal plants was 
also slowed down. Only 410 acres were planted upto the end af 
1962-63 and provision had been made In the budget for 1963-64 
only for maintenance work in the areas already planted. 

6.43. In April. 1963, Government stated that the existing scheme 
for cultivation of rn?dlcmal plants by the Agriculture Drpnrtmcnt 
was to be considered as ~ndependent of the Phyto-Cherntcal P r o p t .  
The department is stated to be trying to And out markets for  the 
medicinal plants. and the ecnrromirs nf the plantation in  the changed 
circumstances are yet to be worked out. 

6.44. Information as to when the Government of India is likely 
to resume the Project at Nerlarnangalam is stated to be no: available 
with the State Govnrnrnent (September. l!X3). 

6.45. The Committee desired to know as to when the land for the 
project was acqu~red. The Sikcretary, Indusrrics D .prlrtrnr?t it~form- 
ed the Committee in evidence that thc site for the project was sclcc ed 
In consultation wi'h the Russia? Eupvts  a?d the officials of t he  
Govemment of India and G ~ w e r ~ m e ~ t  of K w i h  h i d  f i ? n l r w i  the 
sel.ect:oq after visiting the site. The land selected was partly G, v- 
ernment and partly private. Of1 b i n g  askcd whqthcr 'he la?d had 
been g ven back to the p t r t m  to~cerncd  th- wit?c;s stlt?d th3t 'he 
I w d  was now hniPg " 1 1 f i 1 ;  -p 1 c * r  7ec'ctthlral mmmecrg bv +he S t ~ t e  
Government and the land had been given to district agricultural 
farm". It was giving very good profit. 

4.46. The Commit'ce desircd tn know the types of medicinal plants 
Which were planted on the l m d .  The witness npltsd that item 
Wu b~tdph'9 Serpentha, Digitalis and hyaocyamw, metjcus worn 



~ndicated as being necessary for cultivation but Raulphir Gerpentib. 
was the only plant which was cultivated on the land now. 

6.47. On being asked about the decision of the Government not 
to take possession of the lands involved in acquisition proceedings, 
the witness stated that the land acquisit~on proceedings for the dlffe- 
rent blocks were in different stages. The decision was not to pro- 
cezd furlher only where the land acquisttion proceedings had not been 
completed. 

6.48. The Commi'tee pointed out that the selection of private land 
ha 1 inv lv?d acquisition proceedmg and desired to know whether 
some other site could not h w e  bee.? selected for the purpose. The 
witness stated that the reason was that the p r ~ j e c t  was mainly based 
on tea prunmgs and tea wastc and so it had to be as near as pmiSle 
to the tea es'atcs. I t  was also to be near the harbour. All the neareit 
p )siible area around the place was private land and hence the same 
had to be acquired. 

6.49. The Committee desired to know as to how much out of 
Rs. 19.96 lakhs incurred on the project had been considered fruitful 
and how much had been considered as waste. The witness stated 
that the land taken for medicinal cul'ivation had been fruitful. 
According to the witness :t could not be said that the expenditure 
was wastc or unremunerative. 

6.50. The Committee have been mformed that Agriculture Depart- 
ment has taken possession of 1,000 acres of land in the area alloittxi 
In Ilhthodc at Kalady. out of wh~ch  600 acres have been pla:~ted 
W I L ~  Ruoulph~a Serpentma which has a ready market. Other medi- 
cm~tl plants were not being cultivated as the Cuvernmcn! or India 
hiaJ abandoned the project. The Committee are glad to be infornr- 
cd: "apart from the fact that tbe arhcme itself was a remunerative 
o w ,  the land is continued lo be cultivated. Agriculture is behg done 
therein and it is  giving a very good profit." 

LOSS of teveiluc from a lease of forest arm--para 60, pages 7%-78. 
(rludrt R e p r r ,  1965) : 

6.51. In May, 1958 Covrrnment entered into s long term lease 
agreement with a rayon srlk mnnufaeturing company granting them 
mclurrive right and licence to fell, cut and remove bamboos from 
certain specified forest areas in the State for the manufacture of rayon 
gnda wood pulp or tor purpasrL?ls connected therewith. The lerse is 



So run for an initial term of 20 years reckoned from the date of regu- 
lar commencement of working of the factory, renewable a t  the Com- 
pany's option for further periods of 20 years at a time. The annual 
requirement of bamboos to be extracted from the areas was estima- 
ted at 1,60,000 tons. In return, the Company has to pay to Govern- 
ment a seigniorage of Re. 1 per ton of bamboos removed, this rate 
being liable to revision at intervals of ten years after the Arst 20 
years. In August, 1962 Government entered into a supplemental 
agreement with the Company for providing them with additional 
quantities of bamboos upto a maximum of 40,000 ton per annum, 
subject to availability, at the same seigniorage rate of Re. 1 per ton 
as in the principal agreement. 

6.52. The following points were noticed in audit:- 

(i) According to a decislon taken by Government at a con- 
ference held on the 20th October, 1956 and communicated 
to the Company, the se~gniorage was payable at the rate 
then prevailing In Malabar. In the agreement subscqucn- 
tly entered into, the sclgniorage rate finally prowded for 
was Re. 1 per ton of bamboos. It was noticed that the 
seigniorage actually prevailing In Malabnr at that t ~ m c  
was Rs. 9 77 per 100 bamboos. This works out  to about 
Rs. 5-25 per ton bawd on the conversion rate of 56 air-dry 
bamboos pcbr ton adopted in the report of stock-mapping of 
the forest arcas, conduc%d by the Dcntt in hinrrh. 1956. 
The dlfferenc. when computed on the actu:il qunnt~ty of 
bamboos (a11 -dry weight: 1.62.025 tons) supphed till 
August. 1964 .*-nounted to about Rs 6.88 Inkhs; when com- 
puted on the probable quanbity at 1.60 000 tons per annum 
for the balance pcrind of lease (about 18 years) the diffe- 
rence would be about Rs. 1.22 crores. Government stated 
(November. 1963) that Rs. 9.37 per 100 bamboos was the 
rate at which sales were effected to ryo's in small qunn- 
tities and that for bulk s l * s  the rate has necessartly to be 
lower. But the rate agr~ed to appear to br unreasonably 
low (as admitted by the Dnptt. in Oc"oher, 1964) particular- 
Iv when compared with th* stiffnjnrage for bamboos of 
Rs. 31- to Rs. 41325 per ton pnva!ling in other stat- in 
respect of paper mills. 

(ii) Prior to the finelisatfon of the rnecmcnt, the Company 
had in fact, offered (October, 1958) to pat r sdgniorap 
of IL. 8 pcr 100 bunboor, which rotr the premilbg wig- 



niorage rate mentioned in the report of the stock-mapping 
of March, lo!%. This works out to Rs. 2-00 per ton adopt- 
ing the conversion rate of 56 air-dry bamboos per tan 
mentioned above. But this factor does not appear to have 
been considered by Government while executing the agree- 
ment. This entailed a loss of revenue of about Rs. 2.92 
lakhs on the quantity of bamboos supplied till August, 
1984; the estimated loss on this basis for the balance wried 
of lease will be about Rs. 51.84 lakhs. 

(iii) The seigniorage is being worked out on the airdry weight 
of bamboos in the absence of a specific mention in the 
agreement whether the rate agreed upon is for the weight 
of green bamboos or for their air-dry weight. Government 
ordered (July, 1964) that the Company should pay the 
seigniorage on the weight of bamboos in their green 
state. The Company has, however, contended that accord- 
ing to the understanding at the time of executing the 
agreement, the rate was to be applied on airdry weight of 
bamboos. Taking the dryage to be 40 per cent of the weight 
of green bamboos (as adopted by the Department) the extra 
amount due from the Company on the quantities of bam- 
boos supplied till August, 1964 would be about Rs. 1.08 
lakhs. The details of recovery of the dues based on 
Government's orders of July. 1964 are awaited (Decem- 
ber, 1964). 

(fv) According to the felling rules framed under the agree- 
ment by the Department, the Company has to stack the 
felled bamboos at the Forest Depots opened in the con- 
tract area, from where the Department will issue permits 
to the Company for the transport of bamboos to the main- 
storage Depot at the Factory site for weighment and assess- 
ment of the seigniorage due to Government. No reconeil- 
lation has been effected (October. 1964) between +he num- 
ber of bamboos despatched from the Forest Depots in the 
forests area and that accounted for at the main storage 
Depot at the Factory site. Consequently, it could not be 
ensured that all the bamboos despatched from the Forest 
Depots have actually been m i v e d  in the main storage 
Depot and that the seigniorage due thereon has been duly 
assessed and demanded f b m  the Company. 

(v) In the absence of a time limit Axed either in the agree- 
msak (principal and supp)temental) or in the felling ruler 
framed thereunder by the Department, the Company tooft = (Au) LSd, 



its own time to remove the bamboos felled the delay 
ranging upto 2 years in certain cases, Two instances of 
losses arising from such delays are given below:- 

(1) A quantity of 13,42,546 pieces of bamboos (estimated air- 
dry weight: 35,057 tons; market value: Rs. 13-49 lakhe, 
seigniorage value: Rs. 35,057) was destroyed by wild flro 
in March, 1964. The loss occurred because the Company 
failed to remove the felled bamboos in time, despitm 
several warnings issued by the Department during 
November, 1963 to March, 1964. 

(2) Another 56,501 pieces of bamboos (estimated air-dry 
weight: 933 tons; market value: Rs. 54,000; seigniorage 
value: Rs. 933) were reduced to dust due to long storage 
for periods ranging upto two years. 

The Department has not succeeded so far (April, 1965) In 
its attempt to recover the losses from the Company in 
the above two cases as there is no provision therefor in 
the agreement. Government stated (December, 1964) 
that the Chief Consentator of Forests had been asked 
to-forward proposals for framing suitable rules Axing 8 
time limit for the removal of bamboos. 

6.53. The Committee desired to know as to when the contract for  
the lease of forest area to the company was negotiated and also as 
to how seignlorage was fixed. The Secre'ary, Industries Deptt., ex- 
plaining the various stages of negotiation. stated that a letter was re- 
ceived on the 16th October. 1956 by the then Adviser to Governor 
from the Industry's representative in NPW Delhi in rcgnrd to the 
production of rayon pulp provided facilities of bamboo were ad* 
quate in Kerala. The Adviser had discussed the letter with the om- 
cers of the Governmmt on 29th Octnbcr, 1956. A f t v  d,scussion, it 
was a e e e d  that the Company might be informed that the Govem- 
ment were will~ng to sanction the right of collection of hnrnhms from 
areas that were controlled by the Forest Department in Nilambur 
Valley for a period of 20 years in the first instance. effective from the 
date of execution of the agreement. The witness further added that 
b Travanrore-Cochin area, the pattern of long term leaqe was usual- 
ly for a period of 20 years. During that period the Company would 
pay seigniorage to the Government for the bamboos extracted at 
the rate prevailing in Malabar. The lease! wars also renewable for 
further periods of 20 years at a tfme. On being asked about the 
seigniorage rate at  that time in Malabar area, the witnes~ a ta td  
&at there was no seignlorage rate prevalent fn Malabar. The rate at 
a. 9.37 mentioned in the Audft Report was the rate that was applfsd 



ta the ryote but that did not relate to the bulk purchase of barnboa 
b. 8.37 Wb8 for 100 barhboos given to the ryds in 'd CLIM)UD~'. 

'Jhd witnesa added that the rate prevalent at that time in %van3 
core-Cochin was Rs. 12 for 100 bamboos. The area was fn Malab& 
but negotiations were conducted at Trivandnun. 

6.54. The witness further stated that immedlattlg dter d i m  
don, a letter was sent to the company on 20th October 1956, to thm 
following effect : 

"In view of the proposal to set up a rayon grade pulp plant 
in Malabar District, this Government are willing to sanc- 
tion the right of collection of bamboos from areas at present 
under the control of the Forest Department in the Nilambur 
Valley for a period 20 years in the Ant instance eRective 
fram the date of execution of the agreement in that behalf 
according to the pattern of long-term lease prevailing in 
Travancore-Cochin. The lease period rarely exceeded 20 
years. 

(i)  the grant of right of extracting of bamboos is tor a rpccfdo 
purpose at 100 tons a day tor a plant (rayon grade pulp) 
in the Malabar Area; 

(if) the grant of right of collection of bamboos will be without 
prejudice to the interests of the existing local usen of 
bamboos. 

1. For the bamboos extracted by your company during the lease 
period, your company will pay to the Government seignfo- 
rage rate which was prevailing in the Malabar Distt. 

2. The alfntcment will be renewable for a further period of 20 
years at any time on the same terms and conditions except 
that the rate of aefgnic~rage on bamboos will be liable to 
revision by nep'iatinns at every 10 pears interval for the 
first 20 year period. Similar things are given to other 
parties. First option will be separately dealt with." 

6%. In reply to a question, the witness stated that the question 
whether the bamboos would be green or dry did not come up for 
consfderatinn at that time. It only came up later on. Further, the 
witness added that a survey of the availability of the barnboas wu 
taken up and a report was received. The annual yield of barn- 
tfom the areas of Nllsmbur Division Reserve forests, Quilon, N i l e  
bur Valley and other areas w u  reported to be of 3,%000 toxu * 

8.50. When the Committee pointed out that in 19NI the cornpen; 
hrd agreed to pay the rate of Rs. 5 per hundred bamboos, the *tn& 
C - 



dated that there was a letter dated tbe 17th October, 1958 Win dd 
Chief Resident htecutive of the Company to the Adviser in which 
it had been stated that: 

"It will be appreciated that before we take steps to import 
machinery and implement the projects,-the project inci- 
dentally is on the highest priority as the present require- 
ments of rayon grade wood pulp are imported-we would 
require exclusive right to work the b o m b  areas in the 
Nilarnbur division, in order to ensure to the factory a re- 
gular and continuous supply of raw material, estimated re- 
requirements thereof being, 1,60,MH) tons per annum. As we 
would also in course of time expand the factory, we would 
require the following additional assurances so that our 
position may not in any way be jeopardised; (a) before 
leases are given to other parties, we would be given the 
Arst option of working such areas. and (b) should Gov- 
ernment at a subsequent date decide to permit the es tab  
lishrnent of other industries based on bamboo, our re- 
quirements should at all times be safeguarded. Also we 
should be given an opportunity of examining whether or 
not we would like to undertake the establishment of such 
industries under the aegis of the Gwalior Rayon Silk 
Manufacturing (weaving) Ltd., Nagda, or of any other 
sister concern. Period of lease: Minimum period for 
which a lease is required is 25 yeam 

Seigniorage : It is understood that the present seigniorage fat 
100 full bamboos is Rs. 5. While we would be agremblt 
to the acceptance of this rate, it is for your consideration 
whether, in view of the capital investment ie., Ra. 5 c r o m  
the use of bamboo on a large scale, and last but not tht* 
least, the prwisicm of gainful employment for the people 
of Kerala, a concessional rate is not merited." 

657. I13 @ to the rate of Rs. 5 pcr 100 bambocw. the w1Sn.r 
rtrted that them was a Setter dated 5th October 1956 horn the Special 
Dimctor of Indudrfca In that letter he had stated that that weight 
d r bornboo of 3" to 5" diameter had been ~scrtained lur about 110 
pouab md on that baais 100 bamboos were taken to weigh five tma 
Tbe wfhem uMed that tbt only diisculty was that the kmbrwi 
meigbed at tbat time w u  not fully dry, and that was the buir aa 
r l r t c b t b s o e k r e d ' U c ~ w u a n l v r d r t .  



note dated 3lst January, 1058 by the Industries Secretarp wbers- 
in it had been stated that the seigniorage rate had to be exMninsd 
further by the Chief Conservator of Forests and the Industrial Adrt 
ger to Government as the rate specified in the draft agreement name 
ly Rs. 5 per 100 bamboos had appeared to be rather low, the w b  
neas stated that the Anal draft of the lease agreement was discugscd 
between the Chief Minister, Industries Minister on the one hand and 
the representative of the Compa.ny on the other and in the draft 
leaae agreement as it had fhally emerged as a result of diwnrssim 
between 20-23rd March, 1958, the seigniorage rate of Re. 1 per ton 
was accepted. The witness further read out clause (8) of the tInal 
draft agreement which was as follows: 

"No rents or other payments aave such as are herein expressly 
mentioned shall be payable by the company in respect of 
the contract areas (including addftional contract amas) for 
the period during which the same shall be held, but the 
company shall have to pay to the grantor a seigniorage 
rate at Re. 1 per ton of bamboo removed from the con- 
tract areas and additional contract areas ascertained am 
provided by clause (9) thereot: 

Provided that in the event of the company exercising ths 
option for renewal of this lease as hereinafter provided 
the seigniorage payable will be subject to &on at 10 
year intervals after the Arst 20 years" 

6.59. The Committee pointed out that at the meeting hdd oa 4th 
February, 1058 in the room of the Industries Secretary. clause (8) rru 
amended as follows: 

The portion 'The company shall have the option to pay' may 
may be substituted by 'the company shall pay'. 

Instead of 'Rg. 5 per hundred or Re. 1 per ton' 'Rs. 5 per hpbt 
dred may be substituted'. 

6.60. The witness stated that the decision taken on 4th February. 
1938 was modified on the 2 n d  March. 1958 when the agreement was 
bl i sed  and the decision of Re. 1 per ton was taken. There was no 
minutes of discussion held between 20th to 25rd March, 1938 when 
the seigniorage rate was Analised. 

6.61. The Committee desired to know the rate that was q u a  
in the draft agreement which was submitted for consideration. FBs 
witness stated that the draft was Atst received with a forwalbag 
letter fmm the Company and that was on the 7th SlptttmW, 1867. 
In that draft, para 8 w u  as follows: 



, "Any rents or other payments Mve such as are heiein a~ 
pressly mentioned shall be payable by the Company fn 
respect of the contract areas (including additional areas) 
for the period during which the same shall bc held but 
the company shall have the option to pay the Grantor r . 
seigniorage of either Rs. 5 per one hundred full bamboo8 
or Re. 1 per ton removed from the contract areas and a&. 
certained as provided by Clause 9 hereof. prodded that 
in the wen of the Company exercising the option for 
renewal of this lease as hereinafter provided the Seignio* 
age payable will be subject to revision at ten year inter- 
vals after the first twenty years". 

. 6.62. In answer to a question, the witness stated that the Law 
Secretary did not make any change in the draft agreement except 
.that he had added the words "of bamboo" in pencil to clarify the 
whole position. 

6.63. The Committee desired to know whether the rate was for 
dry or raw bamboo as a point raised by the Law Secretary on 7th 
April 1958 was "Is the seigniorage per ton for dry or raw bamboo?" 
The witness stated that nothing was stated in the agreement. Orders 
had been issued on 6th July, 1964 stating that the ra'e would be for 
'green bamboo. The witness admitted that this matter could have 
been clarified in the agreement and it was a lapse. 

6.64. The Committee are perturbed to note that in the principal 
; kgreement executed on 3rd May, 1958 (Appendix XLV Anncxure A) 
no mention was made as to whether the rate of seigniorage applied 

. t o  dry bamboo or green bamboo, despite the fact that on 7th April, 
1958 the Law Secretary raised a query on this specific point. This 
omission continued even in the supplemental agreement executed on 
Btb August, 1962 (Appendix XLIV Anmxure R). This point was 
clarified only on 6th July, 1964 through a Government Order (Appen- 
dix XLV Annexure I?). 

6.65. The Committee fed that omission to specify clearly in the 
agreements tbe nature of bamboos to which the rate of seigniorage 
applied is serious and not unintentional lapse, especially when this 
matter was specically raised by the Law Secretary. The Commit- 
tee desire that tbe responsibility for this omisslon should be fixed. 
They are of the opinion that immediate steps should be taken to in- 
corporate the clarification also in the agreements rand it should no9 
be left to Government Order. 

6.66. The Committee are amazed at the manner in which a e i g n b  
rage rate was finally fixed in the present contract. On the 20th Octo- 
Bmr, 1966, the Advber to the Governor, on the basis of a request m= 



aived on 16th October, 1956 in writing tan the representative Oi 
the Company in New Delhi, held discussions with the officers of the 
Government of Kerala and it was decided that the seigniorage rates 
prevalentein Malabar should be payable. But in evidence, the Com- 
mittee were informed that there was no seigniorage rate prevalent 
in Malabar area. The Committee are unable to understand, how, 
when there was no seigniorage rate prevalent iq Malabar, Govern- 
ment could decide on 20-10-1956, that a rate which was non-existent 
would be made applicable in the case of the contract. 

6.67. What is more than surprising is the fact that while the preva- 
lent rates for small amounts of bamboos in Travancore-Cochin was 
Rs. 9:37 per 100 bamboos and the Company were agreeable themn 
relves to pay seigniorage at the rate of Us. 51- per 100 barnbod 
(which works out to Rs. 2:80 per ton based on the conversion rate 
of 56 air dry bamboos per ton adopted in the report of stock-mapping 
of the forest area conducted by the Department in March, 
1956) and the Industries Secretary in his note dated 31-3-1958 had 
stated that the rate of Rs. 5 per 100 bamboos specified in the draft 
agreement was rather low and had to be examined further, the seig- 
niorage rate finally accepted waq Re. 1 per ton as a result of the dis- 
cussions held between the government and the representative of the 
company between 20th and 23rd March, 1958. How and why this 
rate was arrived at, at whose instance this was done and on what 
grounds-are all shrouded in mystery as no minutes of the discus- 
sions held between 20th and 23rd March, 1958 are stated to have 
been kept. 

6.68. Further confusion arose because ultimately the rate of 
seigniorage was Rc. 1 per ton, whereas the rates earlier all dong 
related to numbers and not weight. Since the weight of green 
bamboos is more than air-dry bamboos, this change without specify- 
ing the number of green hamboos that would make a ton needs 
clarification as to what this rate of seigniorage amounts to as com- 
pared to prevalent rates and the rates offered by the firm. 

6.69. The Committee would like to emphasise that it is essential 
that written records of all discussions held or decisions taken or  
negotiations conducted especially with regard to contracts, must in- I 

variably be maintained by all government representatives concerned. 

6.70. The Chief Conservator of Forests further informed the Com- 
mittee that at  the time of execution of the apement ,  practically 
all the bamboos in the valley had flowered and that there were no 
peen bamboos available for supply to the Company. The Company 
was extracting dead, partly decayed bamboos and there was no 



question of green bamboos. The Department was charfing the 
actual weight that went into the mill at the rate of Re. .1 per. to@. 
In reply to a question the witness stated that the agreement did not 
say that the bamboos were to be air dry or green and these bamboos 
were also not of the type covered under the agreemm.t. Them? 
bamboos were unsuitable for production of good paper. 

6.71. In answer to another question, the witness stated that the 
Government had ordered that the Company might be allowed to 
produce lower grade pulp. The- Company had started functioning 
in March, 1963, and had consumed 82,950 tons in 1963 and l,33,000 
tons in 1964. Later, the Company was allowed a small quantity of 
green bamboos from the areas outside the concession areas for which 
the Company was charged at a higher rate of Rs. 7.50 per ton. 

6.72. On being asked as to how the Department could charge 
Rs. 7.50 instead of Re. 1, the witness stated that the prevailing rates 
at  other places were taken into consideration. 

6.73. The Committee desired to know as to when the Company 
came for the supply of increased quantity of bamboos. The witness 
stated that originally the Nilambur forest area was expected to yield 
1,50,000 tons. It was found on a survey being conductpd that the 
area would not yield even one fourth of the quantity. Therefore, 
the supplemental agreement increasing the concessional area was 
entered into on the 6th August, 1962. 

6.74 The Committee pointed out that the area was increased to 
supply more quantity to the Company and enquired as to what was 
the rate for the increased quantity. The witness stated that the same 
rate was agreed upon and added that it was before the signing of 
the supplemental agreement on 6th August, 1962 

6.75. On being pointed out that till August, 1962, it was not con- 
sidered proper to change or increase the rate even though the 
bamboos were to be supplied from additional areas, the Chief Con- 
servator of Forests stated that it would not be proper to ask for a 
higher rate for bamboos extracted from a distant place. 

6.76. In reply to a question the witness stated that for purpose 
of comparison of rates, Mysore rate was taken. According to a 
letter from the Chief Conservator of Forests, Mysore the rate Axed 
as per agreement by the Mysore Government with the Government 
of Bdmbay was Rs. 3.93 which came into operation in 1955 for a 
period of 20 years revisable at every five years. The Committee 
pointed out that the rate of Mysore Paper Mills, Bhadravati w u  



Rs.' 7.90 and of Ulsoor Paper Mill Rs. lZ50. The witness stated thPt 
the cost of raw materiab had been going up. 

6.77. From a written note furnished at the instance of the Com- 
mittee (Appendix XLV), they find that the Company has been 
allowed to extract excess bamboos of 13,000 tons at Rs. 7.50 per ton 
from the excess areas (outside the areas covered under the agree 
ment dated 3rd May, 1958 and supplemental agreement dated 6th 
August, 1962) for a period of one year vide Memo. dated 30th Sep 
tember, 1964 which was extended by a year wide Government order 
dated 11th October, 1965. 

6.78. The committee cannot appreciate why the Government did 
not revise their rates at Least at the time of Suppleniemtal rgrstmant 
in 1962. The fact that the Company agreed to pay Bs. 7 9  per tam 
instead of Be. 1 shows that: 

(a) the prevailing rate at the time was not less than Rs, 7m 
and 

(b) the Company had the capacity to pay higher -tea 

8.79. The Commitbe are unable to appreciate why no mgrscontnt 
was sxecuted for this pmpose. They depreciate this tendency to 
regulate contracts and conditions applicable thcmto by means of 
correspondence and Government Orders, which do not have the form 
and validity of a written contract and agreement It is ntmllum to 
point out that this irregular method of working contracts is fraught 
with risks which may involve Governmcart in financial bsses and 
other ampllcathns. They would therefom, suggest that there 
should be a written agreement in proper form about this extra 
extraction of bamboos. 

6.80. The Committee desired to know whether in view of the lose- 
es suffered due to low seigniorage any action had been taken to 
revise the agreement. The Secretary stated that the agreemnt was 
in force and added that no action had been taken to revise it. In 
reply to a question, the witness stated that for the period of agree- 
ment, it would not be possible to revise the a p m e n t .  On being 
pointed out that the agreement was for the supply of bamboos for 
the manufacture of rayon grade pulp and not for any other purpose, 
the witness stated that during the initial period of manufacture, the 
Company had their teething troubles and during that period the 
Company was allowed to produce paper grade pulp instead of rayon 
grade pulp. The Committee desired to know wkther  the revision 
of the contract was not insisted upon when it was found that the 
barnboor were being used for a purpose other than the purpose Lor 



which the concessions were given. The witness stated that the 
revision of the contract was not insisted upon and added that it was 
decided that during the period of initial manufacture, the produc- 
tion of rayon grade pulp need not be insisted upon. I 

6.81. From a study of the Principal agreement, dated 3rd May, 
1958 (Appendh XLV-Annexure A) the Committee find that not 
only in the preamble it has been clearly indicated that the Corn- 
pany intended to set up  "a Factory for the manufacture of rayon 
grade wood pulp" and the Company was "desirous of obtaining 8 
grant from the Grantor of the exclusive right and licence to fell, cut 
m d  remove bamboos from certain areas in the Nilambur Valley in 
the State of Kerala for the purpose of converting the same into Rayon 
Grade Wood Pulp or for purposes connected with the manufacture 
thereof", but also clause l (b)  of the agreement specifically lays 
down: 

"It is expressly understood that the bamboo extracted by the 
company as per this agreement shall not be used for pur- 
poses other than those hereinbefore mentioned." 

Therefore, it passes the comprehension of the Committee, how, 
in contravention of the provisions of the agreement, the Company 
were allowed to produce paper grade pulp in the initial period of 
manufacture. The Committee would like to know under what 
authority and a t  whose instance this concession not permissible 
under the written agreement, was given to the Company. 

6.82. The Committee are surprised that after the failure of the 
Company to abide by the terms of the contract, the question of re- 
vising the contract was not considered, nor was a notice issued to 
the Company under clause 14 of the agreement. 

6.83. Another lacunae in the agreement is the absence of any 
clause enjoining the setting up of the Factory by a particular date. 

6.84. The Committee desired to know the actual utilisation of the 
bamboos in the production of rayon grade pulp. The Chief Con- 
servator of forests stated that all the bamboos that were extracted 
by the Company went into the factory and nothing was allowed to 
go out of the factory. There were also physical checks. In 
answer to another question, the witness stated that the Company 
had made payments at Re. 1 per ton for the green bamboos under 
protest and they were still insisting that the rate was for air-dry 
bamboos. The Secretary further added that after the Government 
had passed orders stating that the rate was for green bamboos, the 
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Company hed ma& representations to the Government rtatiq that 
ithe rate should be revised to air-dry and that representation had 
been rejected on 20th July, 1964 Thereafter, no subsequent toquert 
had been ~eceived. 

6.85. The Committee desired to know the system that wan followed 
in regard to the collection of bamboos. The Chief Conservator of 
forests informed the Commitfee that the bamboos were collected and 
stocked in specified areas and vere removed in lorries to the Com- 
pany site. All bamboos were cut and stacked under the supervision 
of the Department. The Company had a weigh bridge at the site. 
One of the Range Ofacers who was posted at  the Company site would 
record the weigh of the bamboos. That system of weighment was 
for decayed bamboos. In the case of green bamboos, it was insisted 
that every time a particular lorry was engaged, the green ton capa- 
city was fixed for the lorry. 

6.86. Every time a lorry was engaged, it would be produced 
before the District Forest OfRcer incharge who would indicate its 
height, width, length etc. Thereafter the lony would he loaded 
with green bamboos to the specifled height, width, length and weight 
and this capacity would be certified by the Divisional Forest Officer 
and affixed on the lorry. The certificate would be carried by the 
driver of the lorry. In answer to a question, the witness stated 
that actual green load weight was taken. The lorries had never 
been permitted to load in excess over the prescribed height, length 
and width. These would be certified and the permit issued. Those 
could be checked at checking stations and surprise checks also 
could be done. In reply to a question, the witness stated that there 
were permits issued by the Range Officers and that could be recon- 
ciled with the passes that were received at the factory. There was 
a register maintained for that purpose. 

6.87. In regard to the felling of bamboos, the Chief Conservator 
of Forests stated that there were detailed instructions on the subject. 
But that system had not been brought into play because of the 
flowering of bamboos. The Company was allowed to fell dl the 
dead bamboos. 

6.88. !We Committee desired to know as to who was responsible 
for any loss after the bamboos were cut before those were loaded 
Into trucks. The witness stated that the Company was responsible 
for the loss. On being asked whether a sum of Rs. 35,057 repre- 
senting the seigniorage value on 35,057 tons of bamboos destroyed 
by wild fire in March, 1964 could be recovered from the Company, 
the witness stated that the figure was based on certain data of 



bamboos that were lying there. When the amount was demanded, 
thq Company had pointed out that there was some confusion about 
the pieces of bamboos. The Company had .stated that 100 piscea 
were required to make 1 ton Therefore, the demand had to be re- 
duced to Rs. 17,000 and odd. Out of that sum, the Company had 
already paid Rs. 13,046. Rs. 4,025 was pending adjustment for which 
a notice had been issued to the C~mpany. On being asked about 
the time limit prescribed under the forest Rules for the removal of 
bamboos after they were cut, the witness stated that under the rules 
only four year old bamboos could be cut and they should be removed 
within a month 

6.89. The Committee find from the note turnihed at their instance 
(Appendix XLV) that in the Felling &afes no time-limit for removal 
of bambots has beem prescribed and only on 16th August, 1866 the 
Chief Conservator of Forests in a Lo. letter to Conservator of 
Forests Ehaikode has stated that the bamboos collected by the 
Company should be removed within one month positively. This is 
yet another lapse on the part of the Government in framing the 
agreement and the terms, conditions and rules thereunder. 

6.90. The Committee find from the documents and copies of agree- 
ments furnished at their instance that apart from the Principal 
Agreement, for the supply of l,60,000 tons of bamboos annually, 
dated the 3rd May, 1958 and the supplemental agreement dated the 
6th August, 1962, there is another agreement between the Govem- 
ment of Kerala and the Company dated the 3rd May, 1958 (Appen- 
dix XLV-Annexure) to give shape to the "intention and purpose of 
the parties to promote industries in the State and improve indue- 
trial relations between the Company and its labour and to establish 
a basis of understanding relative to wage rates and other conditions 
of employment and of means for the amicable adjustment of all 
disputes and grievances and to achieve the highest level of workman 
performance consistent with safety and good health". 

6.11. The Committee do not know whether such agreements bet- 
ween a Compeny (private) and G;ov-ant with rugd b I r k  
uo normal fafrvas of the Gowmanmt of Ksaal. but they fed tht 
rsme d the conditions in the agreement crranot be catled Poamrl or 
a s u d  They would particulotly refer to the fdlowiry..- 

Th.1 it is the right and rasponribility of the Campup to 
maintain discipline a d  eisekacy in the plant, and to hire 
hboructs and to discharge them for any carue wUdr b 
the Campiny apperrs just, and to relieve hborunm, fraa 
d a t y o n . c c o 9 n t d ~ d e n c y a r t c k d w o s J r r . t h a  



d i d  reranrs subject only to the pwisim mtdamd tra 
the Standing Orders of the Connp.ny t0136istaPt with tb 
statfltcQ in foia." 

"5. That bonus will not be relatsd to the Compm3'~ pradb e@ 
unnings but where found neceamy by tbe Complb,~ d 
only be related to and pdd on efeciency and p-, 
according to schemes which may be farmPlrtcd W tb. 
Company from time to time." 

"6. (a) The Government covenants that the Company observ- 
ing and performing the several fanetions and s t i e t i a n r  
indicated herein shall peaceably hdd and enjay the p;ra 
m h ,  liberties and powers granted in pvsuanee of thtr 
Agreement or any other Agreement without any interrap 
tion by the Govellll~lent or any person rightfully clagnbg 
to act for thean. Government shall at all timca endeavOur 
to bring about cordial relationship between m m d  
and labour and in the case ot any dispute invoWng h a s  
assment of the management and/or any other illegal a d  
resulting in intamuption in production, take timely .ad 
positively steps to prevent such occmrenna 

(b) The Government agree with the Company that it (Rill b. 
didBeult for them to carry on their activities, if the con* 
tions obtaining at the time of starting their d u, 
materially altered, and new burdens imposed on them in 
subsequent yeers. 'Ihey will, thcreforq do their utmost 
to ensure that tbe laws, d c s  and regulations, d a t i n g  to 
the Company's relations with labour, md  tuu and ltvia 
on the Company, are so administered as not to rnatcri.w 
alter the oanditions d e r  which the Company begins its 
operations." 

The Committee would llLc to know if this type ol agreement h.6 
bsan w t e d  by the Governmeat of Kernla with any other 
mad if not, what are tbt speei.4 ~ ~ R S O M  and cireumatuness tor dahq 
rointhlSputicrrlucase. 

6.a The Committee would smggast In the cirtransta~m tbat tb, 
rgmcmenb, orders ete. in tonnectiar witb the pmsent caafrcrct dth  
the Company should be thoroughly sautinkod with a view to p b  
giag ail the loopholes and lacuna and to h h g  revised nte of -e 
iyswhkbw~dbecoasWsntaltbthenteaotrails lonjspcanlr 
-tathewliqbbarvSmq~d~~ 



Awkkabk poynunt of compcnsatian, Pa76 85, paget 103-1041-(A40 
Report, 1963). 

6.93. In December, 1962 an industrialist in Bombay* the State 
&vernment m d  a foreign ilnn entered into an agreemmt to form 
a limited company for the establishment of a Heavy Transformer 
Factory at Ankamaly. As a result of dMerences of opinion between 
the industrialist on the one side (who wm to be the promoter of the 
Company and in whose name the licence was secured from the Gov- 
ernment of India) and the Government and the foreign collabora- 
tors on the other side, the foreign collaborators withdrew their par- 
ticipation in September, 1963 exercising the option provided in the 
agreement. In the meantime, the Government of India cancelled 
the licence granted in favour of the private industrialist, as he did 
not M f U  the conditions governing the licence. 

6.94. The liccncee in his turn alleged breach of contract on the 
part of the other two parties ( i e  the State Government and tho 
foreign collaborators) and demanded compensation for his efforta 
and threatened legal action against the foreign collaborators and the 
State Government. In their anxiety to avoid litigation and embar- 
rassment to the foreign collaborators (who had by that time agreed 
to participate in another company formed for the same purpose bf. 
the Kerala State Industrial Development Corporatkm, a wholly State 
owned Company), Government sanctioned a compensation of Rs. 1 
lalths in March, 1964 to the private industrialist. According to the 
private legal opinion taken by the Government, they were not liable 
k, pay any compensation towards the preliminary expenses innurred 
by the promotor or on any other count. In July, 1964 Government 
stated that a decision to pay the compensation had been taken for 
the speedy establishment of the industry in the State under other 
umngements. 

6.93. This amount was reported to have been reimbursed to Gov- 
ernment fn October, 1964 by the newly established Company along 
with h e r  organisational expenses already incurred by Govcrnmenti 
Xn the new Company the State Government and the Kerala Statr 
Industrial Development Corporation which is a completely State 
owned Company together hold 99.99 per cent of the share capital aq 
in October, 1964 and six out of the nine members of the Board of 
Mrectors are either the nominees of the Government or of the Car- 
paration. 

$38. The Commitkc desired ta know as to (i)  haw the corn- 
atam of Rk ¶ lrtbr w u  b e d  md (li) what wars & Jrcumarhncr 



under which it was decided to withdraw their partkipation from the 
joint venture. The Secretary, Industries Department informed tho' 
Committee that originally a licence was hued to a Bombay Lndus- 
Malist for the manufacture of transformers. The Government of 
Kerala and a foreign fwm were also partners, in agreeing to form 
Company to start the factory. According to the basis of the agree- 
ment, the licencee (Bombay Industrialist) had to take certain action 
as a promotor. At a certain stage he failed to carry out his part n 
garding the establishment of the factory. 

6.97. The witness added that the Government wanted to go a b e d '  
with the project. The promotor had taken initiative in the prom* 
tion and Anancing etc. of the project. But when it came to the 
question of acquiring land, the promoter did not have money to 
acquire the lands. When the Committee asked whether he was ask- 
ed to find all the money that was required for this purpose and w h s  
ther there was any breach of agreement on his part, the witness s t a t  
ed that this was one instance where the promoter did not rfse to the 
occasion. 

6.98. The Committee pointed out that it was provided in the agrea 
ment with the promotor and the collaborator that if the promoter 
could not secure the approval of the agreement within 6 months, the 
collaborators would have the option to revoke the collaboration 
agreement. Since the agreement was not approved within tho 
period, the collaborators revoked the collaboration agreement. 

6.99. The witness added that in the process of examining the p o s  
sfbility of getting a transformer project established in Kerala, the 
possibility of foreign collaboration was considered. Discussions were 
held with a foreign firm for this purpose. The promoter also "had 
a hand in discussing these things" with the forei-gn firm. The foreign 
firm were willing to collaborate. The industrialist had applied to 
the Government of India for a licence and he got it. 

6.100. The Committee desired to know the reasons for selecting 
this particular industrialist. The witness stated that there was no 
party in Kerala, who could be encouraged. The Bombay fndustria- 
list (who was a person from Kerala settled in Bombay) had agreed 
to sponsor the case. The industrialist had corresponded with the 
foreign collaborators. The witness further stated that a t  a certaln 
stage the industrialist had formed a company with the minimum 
number of dlrectors. On being asked about the agreement In regard 
to the b a a  of collaboration between the Government of Keral8 d 
ths private party, the witnem stated that in the basic agreement t) 



wos stated as to how many directors each party would nnmlnnk oh 
the board. The board was to consist of 12 directoxk Out d that 
onesixth each were to be nominated by the foreign collaborator# 
and by the Kerala Government and two-thirds were to,. be elected 
from among the share holders. To begin with, the industrialist had 
appointed three directors. In reply to a question, the witness stated 
that before the convening of the meeting, there was some corre8p0121 
dence from the industrialist in which he had asked the Government 
to nominate their directors. But the understanding at the meeting 
held before was that the foreign collaborators, the Government of 
Kerala and the industrialist should jointly consider the most suitable 
directors to be nominated but that was nut heeded. 

6.101. The Committee desired to know as to when the industria- 
.list had asked the Government to nominate their directors and also 
as to when the first meeting was convened by the industrialist. The 
witness stated that a ldter was received from the industrialist on the 
4th April, 1963 (a copy of which was also sent to the collaborators 
by the Industrialist) in which it had been stated: 

"the above company has been incorporated and the certificate 
of incorporation was issued on the 23rd February, 1963 by 
the Registrar of Companies, Enrakularn. The three per- 
sons appointed as directors as per article 88 of the Articles 
of Association of the company are. . . . . . (three names are 
given). We have also filed before the Registrar of Com- 
panies the concemed letters. . . . . .The rest of the wancia 
in the board are also to be filled up immediately before 
the prospectus can be issued by the company. On incor- 
poration of the company, the promoters cease to have any 
function and therefore, it would be necessary to treat the 
committee of sponsors as dissolved. Certainly, the p d e a  
who are members of the committee of sponsors will conti- 
nue to be vitally concerned in the flairs of the company 
in their capacity as party to the tripartite company. We 
shall keep you informed about huther development Ln &ue 
course." 

6.102. In answer to a questian the witness stated that after thal 
letter was issued, the industrialist had requested the Government 
through a telegram to send an oberver to the first meeting of the 
dfrectols on the 16th April, 1963 at New Deihi. In this talegram it 
was also mentioned that the foreign collabonrtora had also been re- 
qoaasd to send an observer and agenda papm had been rsnt to tho 
Gwemment of gaJI 
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&103. On being pointed out that the industrialist had ma& a mh= 

rence to the Government and had waited for a number of day& the 
witness informed the Committee that there was a committee of spas 
sors which had consisted of the foreign collaborators, Government of 
Kerala and the representative of the promoter. After the basic 
agreement was signed, that Committee used to meet once in a 
month. Further steps to be taken for the formation of the Company 
were discussed at each meeting. It was also decided at these meet 
ings that the number of directors to be nominated and who they 
should be, should be discussed further among the parties and deci- 
sion taken, instead of the promoter unilaterally nominating 8 direc- 
tors and leaving the nomination of two each to the foreign collabora- 
tors and the Government. The Government and the foreign colla- 
borators wanted to be associated even with the selection of other dir- 
ectors. On being asked about the objection of the Government of 
Kerala to the appointment of 3 directors by the promoter, the wit- 
ness stated that the action of the promoter in registering the com- 
pany with a minimum number of directors and convening a meeting 
without consulting the Government or the foreign collaborators 
was not proper. The Industries Secretary objected to this in a tele- 
gram dated 12th March. 1963 to the Promoter. The Government had 
asked the parties to come to Trivandrum to discuss the entire ques- 
tion and to arrive at an amicable settlement regarding the future 
action to be taken by the parties who were to form the company. At 
that meeting held on 22nd March, 1963, no agreement could be reach- 
ed. In reply to a question. the witness stated that considering the 
importance of the industry and the amount of the capital that was 
required, it was the opinion of the Government and the foreign col- 
laborators that some prominent industrialist from all over Tndia 
should be selected and associated with the company. At the meeting 
of the Committee of sponsors, the prcmoter was .informed by the 
foreign collaborators and the Government that the parties concerned 
should sit together and in consuItation decide the question of nomina- 
tion of directors. 

6.104. The Committee desired to know whv the Government of 
Kerala had decided to cancel the arrangement with the promoter. 
The Secretary stated that while the other parties were still for as- 
cussion in regard to the certain formalities for organising the am- 
pany, the promoter went against the wishes of the other two parties 
to the agreement end then unilaterally had tried to take the control 
of the company, which he had formed without consulting the other 
Parties. 

6.105. On being asked whether it was not a breach of contnct 
which had involved the Government in a loss, the witness stated that 
2889 (All) LS-rl. 



here was no breach of contract on the part of the Govenunelrt. The 
witness further added that the b o w  fides of the Government were 
borne out by the fact that immediately after the notice of the 
meeting was issued by the promoter, the Government had convened 
a meeting at Trivandrum for an amicable settlement of the question. 

6.106. The Committee desired to know as to why the Government 
of Kerala had agreed to pay Rs. 2 lakhs to the promoter, if there spas 
no breach of contract on their part. The Secretary stated that at a 
certain stage, the Government had found that something had to be 
done to salvage the project. At that stage, the Government had 
thought of inducing the forei.gn collaborators who alone knew the 
know-how to start the project. The collaborators were also willing 
on certain terms which had already been approved by the Govern- 
ment after negotiations over a period of time. The foreign c o l l a b  
rators were approached and were asked whether they would be pre- 
pared together with the Government of Kerala to start a neiK project 
on the same lines if this proiect fell through. In reply to a question 
the witness stated that the State did not want to lose the service of 
the foreign collaborators. The C~overnment were anxious to get 
the foreim collaboration for starting some industry with or without 
the promoter. So the Government had decided to salvage this pro- 
ject with the assistance of the foreign collaborators. The foreign 
collaborators were approached and they were prepared to come on 
the same terms and conditions which were already negotiated by 
the Government of India on the condition that there would not be 
any trouble from the promoter. Thev did not like to have any case 
or suit or legal proceedings against them. 

6.107. The Secretary added that the Government wanted to set up 
the industry in Kerala because of development possibilities. In that 
process, if it had involved some payment of remuneration to the pro- 
moter for his services, it was found necessary and justifled. 

6.108. In answer to a question, the Finance Secretary informed 
the Committee that the payment of compensation of Rs. 2 lakhs to 
the promoter was decided by the Council of Ministers. 

6.109. In replv to a question, the witness stated that the Govern- 
ment of Kerala had helped the licencee to obtain the licence f m  
the Government of India. On being asked as to why the Govern- 
ment of Kerala had decided to act a licence in the name of a private 
industrialist and not in the name of the Kerala Government, the 
witness stated that the question of Government themselves estab 
fshing a fadory was not considered at an. 



6.110. The Committee referred to the audit para that Governmeat 
of dndia cancelled the licence and desired to know the stage at which 
and at whose instance the industrial licence was cancelled. The w i t  
ness stated that the industrial Licence was cancelled because the pro- 
mot- did not fulfil the conditions. The witness further added that 
the Government of Kerala had discussions with the foreign colla- 
borators and the Government of India in regard to the whole mat- 
ter. It was realised that the scheme should not be lost to the State. 
The foreign collaborators who were the key figures had found that 
they could not work with the promoter. Tt was also found that if 
the foreign collaboration was lost, the scheme would be lost to the 
State. The representative of the Kerala Government went to DeIhi 
and had discussed the entire question with the officers at Delhi and 
had requested their assistance for another licence to the Kerala State 
Industrial Development Corporation which was a completely Gov- 
ernment owned Corporation and which had taken shape by that 
time. 

6.111. The Committee desired to know as to when the Kerala 
Stak IndusMal Development Corpora tion was f orrned. The Secre- 
tary informed the Committee that the Kerala State Industrial Deve- 
lopment Corporation was formed in 1961 for the purpose of assist- 
ing the development of industries. The Corporation was fully Gov- 
ernment owned with directors appointed by the Government. The 
main aims of the Corporation were to sponsor applications for the 
issue of licences for the setting up of fadories and the giving of loam 
to the industrialists. They also participated in share capital of such 
loan. On being asked whether it was a fact that after the formation 
of the Dtvelopment Corporation, the Govenunent of Kerala had 
decided b run the project as a Public Sector Undertaking, the wit- 
arw rktd that the Government had no such idea when the Develap 
arrnt &rperrtim was formed. 

bll2. The Committee arc far f r a n  happy to note the manner in 
which thb usa has been dealt with. They are unable to understand 
u to why in the k t  instance, the Government of Kerala should help 
a private industrhlist to obtain a licence for setting up d a factory, 
when the Government themsdves were partners in the venture, spe- 
Wky in vbtR d the fact that the projects of this nature come 
md8r Schedub A (State Stctor) of the Industrial Policy Resolutfaa, 
1856. The argument that the question of Government themsetma 
srt.bbUng a factory wan not considered at all, loses much of its 
force by the subsequent developments when the same collaborator 
war prsvribd upon to rgrss to the setting up of a company under 
fh. d tbe Kenlr  State. In thh m e c t i q  the COrmmjtW 



wqdd like to draw attention to ffje notes (Appendix XLVI) furnish- 
ed at the instance of the Committee wherein it has been stated, we) 
a h ,  "Heavy Transformer manufacture was reserved by the G o k -  
q ~ ~ l l t  of India for the public sector. The Government of India issued 
a Hcence to Shri . . . . . . . . . . . . . . on the 26th September, 1961 due to 
the good offices and efforts of the State Government." The Commit- * are of the view that, if the State Government had taken the deei- 
s h ,  $roar the very beginning to set up this project in the public 
sector, in conformity with the adcepted policy, the subsequent c m -  
plications and the payment of Rs. 2 lakhs as annpensation to the pri- 
vate industrialist could have been avoided. 

Kerala Khadi and Vilbge huZustries Board, para 79, pages 97-99 
(Audit Report, 1965). 

(i) UtiZisation of loans and grants.- 
6.113. The Board received grants and loans aggregating Rs. 28-27 

lakhs and Rs. 2.38 lakhs respectively from the State Government 
upto the end of March, 1964; but utilisation certificates of grants, and 
loans aggregating Rs. 6: 65 lakhs and Rs. 2.25 lakhs respectively have 
not been furnished to Audit (October, 1964). Year-wise details of 
these cases are furnished below: - 

Period of payment Grant Loan 

1957-60 . 5-29 0.57 
1gb-61 . 0.48 . . 
196163 . 0.31 0- 22 

1 9 6 2 6 3  0.27 0.70 
1963-64 . o.jo 0.76 ., . - 

T 

TOTAL . . _ 6.65 ,- , . . ' :-am;..*? : !;*? 
, ..* * ..- t * -  " . y *  . -- - ---- - -- - - - - - -- -- - - - - - -- - - -  

6.114. The Committee referred to the recommendation contained 
in the R q r t  of the State Public Accounts Committee ( 1 W )  and 
desired to know whether a final decision in regard to the questiowof 
amending the A d  to include a provision for placiqg a separate Audit 
Report Wore the Ltgislature had been taken. The Secretary in- 
formed the Committee that the final decision had not yet been ern 
and the matter was still under consideration. The Secretary, K d a  
Khadi and Village Industries Board added that the am&dmsats 
were proposed to the State Govenunent. In the manwhile, a 
model Act was suggested by the All India Khadi and Village Tndus 

, * ' I n 



tries Cmunission incorporating therein all the mendments and 
these had been sent to State Government. The Board had already 
agreed to the amendments. The Secretary stated that there should 
be po d!d&dty in placing the Audit Report on the Table of the 
H o w .  

6.115. From, the notes (Appendix XLVII) furnished at  the in- 
dance of the Committee, it is seen that the question of placing the 
Audit Report on the Table of the Legislature is still being consider- 
ed by the Government. They regret to note that the recommendsttien 
of the State Public Accounts Committee has not been implemented 
so far. They desire that immediate action should be taken in that 
direction. . . 

6.116. The Committee drew the attention of the witness to the 
Table in the Aud t  Report and desired to know the action taken to 
clear the old outstandmgs, particularly in regard to the amounts 
drawn prior to 1962-63. The witness stated that out of a sum of 
Rs. 5.29 lakhs that was received from the State Government during 
1 9 5 7 4 ,  utilisation certificates for an amount of Rs. 3:75 lakhs had 
already been furnished. UtiLkatiAn certificates for an amount of 
Rs. 1.53 lakhs were yet to be furnished. 

6.117. In answer to a question, the witness stated that the State 
Board came into existence only on 1st August, 1957. Before that all 
the schemes of Khadi and Village Industries were sanctioned by the 
Industries Department. In 1957-58, all the balance that was remain- 
ing with the Industries Department was transferred to the State 
Board. That amount was Ks. 5.29 lakhs grant and Rs. 70,000 loan. 

6.110. The Committee suggest that vigorous steps should be taken 
to clear the old outstandings relating to all the previous years. 

6.119. The Committee desired to know the ratio between the 
grant and the loan. The witness stated that it was according to the 
approved pattern of the Khadi Commission. The Secretary further 
added that the State Government had carried two obligations. They 
had paid the expenditure on staff and there were also four items of 
small industries which did not find a place under the Khadi scheme. 
These schemes were being looked after through the funds that were 
providcxi by the State by way of loan and a small part of the gmnt 
The Joint Secretary, Ministry of Finance, Government of India in- 
formed the Committee that the loans and grants would vary accord- 
ing to Ule different schen~es and also according to the performance 
and p r o ~ y w .  Cost of certain i t em  like establishment was entirely 
borne b ; ~  the State Government and that went as a grant. In reply 
to a question, the witness stated that loans could be more than 
grants. 



6.120. The Committee desired to know whether the ilnanclal pod- . 
tion af the institutions was taken into c0nsideTatim M o r e  the 
grants and loans were given. The Secretary, Kerala Khadi and VU- 
lage Industries Board informed the Committee that the ,main par- 
tibn of the grant was for administrative expenses. While distritribut- 
ing lows and grants to Societies their financial poaition was taken 
into consideration On being askd about the break-up in regard 
to the portion relating to expenses on administration, the witness 
stated that under the Third Five Year Plan grant that was provided 
for expenses on administration in the State budget was Rs. 30 lakhs 
and Rs. 10 lakhs for financing co-operative Societies. In regard b 
co-operative societies the Finance Secretary stated that managerial 
assistance was provided as grant and Rs.' 10,000 was provided as loan 
for working expenses On king  asked about the b a d  laid down 
for advancing loans, the witness stated that there waa difference in 
the pattern of assistance for each scheme. The total amount was 
worked out on the basis of the amount for each scheme. 

6.121. The Committee desired to know as to how it was ensured 
by the Finance Department that the grants and loans that were 
sanctiomd were properly utilised by the Board. The Finance Sh- 
retary ldormed the Committee that the Board had to prepare its 
budget and send it on to Government. After the expenditure was 
incurred, the Board had to send the utilisation certificates and the 
grant was regulated on that pattern 

6.122. The Committee desired to be fumibd with a note indi- 
cating the total amount of grants received by the Board from the 
Khadi and Village Industries Commi&an and from the State Gov- 
ernment during 1963-64 and l M ,  the figures of expenditure, pra- 
dudion-targets and achievements and the number of schemes En- 
volved during these two years. The note has since been furnfahed 
and is at Appendix. . . . . . 

6.123. I t  is seen from the Statements I and IT to the Appendix.. . . 
that the following loans and grants were received by the State Board 
during the years 1963-64 and 196445 for the various schemes fram 
the Khadi and Vfllage Industries Commission and the State GaP- 
ernment : 

RJwrtli and Village Indud+ies CommWon. 

Ycar Lrwa Grant 
_I_ 



State Government. - ---- 
Year Loan Grant 

. Rs. 0-58lakhs Rs. 4.88 lakhs 

6.124 The above figures indicate that the quantum of assistance 
received from the State Govt. is very much less, when compared to 
the quantum received from the Khadi and Village Industries 
Commission. 

6.125. It is also seen from the statements that the target of pro- 
duction fixed in respect of village oil for the years 1963-64 and 1964- 
65 was Rs. 100 lakhs and Rs. 116 lakhs respectively and the corres- 
ponding production during the years was Rs. 61.22 lakhs and 
Rs. 80.91 lakhs respectively. 

6.126 The Committee hope that efforts would be made to achieve 
the talgcts of production fixed in respect of various schemes. 

6.127. The Committee would also like the Finance Department 
to ensure thni further loans and grants are given after they are 
satisfied about the proper utilisation of the sums granted earlier. 

(ii) Non-utitisation OT ~nisutilisn t ion of assistance given by the 
Board- 

6.128. As part of its activities, the Boasd extends financial assist- 
ance in the shape of loans and grants to co-operative societies and 
other institutions. Upto the end of March, 1964, the Board had re- 
ceived loans and grants aggregating Rs. 2,23.86 lakhs from the 
Khadi and Village Industries Commission, out of which financial 
assistance was rendered to 1.222 institutions. The following points 
were noticed in Audit;- 

(a) Non-execution of agreements.-No agreements to utilise the 
assistance on the objects for which it is given, have been executed 
with any of the beneficiaries. The Board stated (October, 1964) 
that steps were under way to have agreements executed. 

(b) Funds Zocked up in banks.-A sum of Rs. 1.76 lakhs (Grants 
Rs. 0.54 lakh and loan: Rs. 1.22 lakhs) given to 16 institutions 



during December, 1959 to November, 1962 is still remaining unuti- 
lised. This includes Rs. 47,000 (Grants: Rs. 19,500 and loan: Rs. 27500) 
given in Apd, 1962 to Kaniarnpuram clay workers C o a p e ~ a t h  So- 
ciety, Ottappalam, for a glazed Pottery Unit, the formation of which 
was reported to have lbeen abandoned in Decemrber, 1963. 

(c) Misutilisation of assistance.-Assistance amounting to Rs. 1 28 
lakhs by way of loans and grants given to 12 instiltutions during 
periods prior to March, 1964 was utilised for purposes other than 
these for which it was given. 

(d) 324 of these institutions which received loans and grants 
aggregating Rs. 12-04 lakhs are now defunct (October. 1954). 

6.129. The Committee desired to know as to why amounts were 
paid to institutions without the execution of agreements. The Sec- 
retary, Kerala Khadi and Village Industries Board informed the 
Committee that the agreements were executed by all the recipient 
societies in the form in which it was originally prescribed by the 
Khadi Commission. According to the subsequent instructions of 
the Khadi Commission, a separate hypothecation deed had to be 
dbtained from a l l  these institutions. The Board was taking steps to 
get all the hypothecation deeds executed and this work was expect- 
ed to be completed by the end of December. On being asked whe- 
ther the question of obtaining sureties had been considered to en- 
sure prompt recovery of the loans, the witness stated that accord- 
ing to the bye-laws the President and the Members were responsible 
for repayment of the loan. He added that at every stage there was 
a check to ensure proper utilisation of the amount. 

6.130. The Committee desired to know whether any action was 
taken in cases of diversion of the financial assistance. The witness 
stated that in four cases the amount had k n  recwered in full. 
On being asked about the amount that was involved in these four 
cases and the amount involved in the other 8 cases, the witness stse 
ed that a sum of Rs. 41,500 under loan and Rs. 30,000 under grant 
had been recovered from the four institutians. In respect of the 
balance. Board was taking action to see that the assistance was not 
locked up in the bank. 

6.131. The Committee desired to knaw the action taken in regard 
to the 324 institutions whilch had received loans and grants aggre- 
gating Rs. 12-04 lakhs and which had now become defunct. The 
witness stated that out of 324 institutions, loans and grants from 45 
institutions had been completely recovered. The amount outstand- 
ing now was Rs. 10:14 lakhs. On being asked about the break up 



of lobs and grants the witness stated that out of Rs. 12.04 lakb, 
Rs. T.74 lakhs were loans and the balance was the grant. In reply 
to a question, the witness stated that initially there was m e  diB- 
culty. * 

6.132. In reply to a question in regard to the 1,222 institutions 
mentioned in the Audit Report, the witness stated that out of 1,222 
institutions, nearly 1,000 were constituted under the co-operative 
Societies Act while the remaining were under the Charitable So- 
cieties Act. A monthly performance report in respect of societies 
was received and on an average 800 to 900 reports were received. 

6.133. The Committee suggest that ftxrtber assistance to the jnsti- 
tutions should be stopped immediately in the event of any divedon 
of funds for purposes other than those for which the assistance ial 
given. Strict watch should also be kept over the institutions to 
whom assistance was given to see that they are functioning pmpedy. 

6.134. From the note (Appendix XLVIII, furnished at the instance 
of the Committee it is seen that the 324 institutions became defunct 
during the period from 1958 to 1963. Loans and grants from only 45 
institutions have been recovered so far and the amount of Rs. 10.14 
lakhs is still outstanding. They hope that early steps would be taken 
to realise the outstanding amounts. 

(iv) Unaccounted goods.- 

6.135. Khadi goods costing Rs. 0.96 lakhs acquired by the Board 
for the Khadi and Village Industries Exhibition held at Trivandrum 
in October, 1958 are to be accounted for (October, 1964). Certain 
oacials who were in charge of the exh~bition were held responsible 
for the loss in July, 1S2; but the loss has not been made good (Oct* 
ber, 1964). The Board has not (October, 1964) brought this to the 
notice of the State Government or of the Khadi Commission. 

6.136. The Secretary, Kerala Khadi and Village Industries Board 
informed the Committee during the course of evidence that aftex 
the Khadi and Village Industries Exhibition held in Trivandrum in 
October, 1958 was over a Central godown was opened and the lpods 
were transferred to that godown. There were certain invoices which 
were not properly acknowledged by the ptrsons who were in the 
oflBce at  that time. On b&ng asked about the action taken against 
the persons responsible, the witness stated that the explanation fn#n 
the persons concerned had been received. The explanation was 



being scrutinised and a decision would be arrived at. On being 
asked about the amount of loss, the witness stated that the Audit 
was now being conducted to assess the exact amount of loss. When 
the Committee pointed out that the exhibitwn was held in 1858 and 
no action had been taken so far to ascertain the actual loss the 
witness stated that somehow it had not been done. 

6.137. The Committee drew the attention of the witncss to the 
inspection report of the Accountant General for the year 1963-64 
and pointed out that according to the report further action had been 
dropped because the persons concerned did not reply. The witness 
informed the Committee that further action had not been dropped 
There was further inspection af the accounts by the time the ex- 
planations were called for. It was thought that unless the entire 
accounts were audited, the Board would not be able to fix the res- 
ponsibility. The witness added that the case was being pursued 
and the Board was trylng to find out the exact amount of loss to Ax 
responsibility on those responsible. 

6.138. The Conunittee desired to know as to why the loss was 
not brought to the notice of the State Government or the Khadi 
Cammission. The witness stated that the Government and the 
Khadi Commission were not informed in 1958. Now the Govern- 
ment and the Khadi Ccnnmission had been apprised of the case. 
On being asked as to why action was not taken to inform the autho- 
rities till October, 1964, the witness stated that the impression till 
October, 1964 was that the estimated deficit was Rs. 10,000. Action 
was taken and the matter was also before the Board. 

6.139. The Committee desired to know whether or not the Finance 
Deptt. took serious notice of the fact that even irregularities were 
not reported to the Government by the Board. The Finance Secre- 
tary informed the Committee that since the case was brought to the 
notice of the Finance Deptt., the Deptt. would take a serious notice 
of the case and action would be taken against the persons respon- 
sible. In reply to a question, the Secretary, Industries Deptt. in- 
formed the Committee that the Board had proposed to address the 
State Government separately on this subject and that report was 
still awaited. H e  added that in the light of the discussion, which 
had taken place during the course of the examhation of this Audit 
para, the Deptt. would immediately initiate action without awaiting 
the report from the Board so that a thorougld examination of the 
whole case was done and suitable action taken as early as possible. 

6.140. The Committee regret to point out that there was inordi- 
nrb dehy on the part of the h r d  in messing the foes in this case. 



ft i g  only now that audit is being conducted. to mum the lom m1.t 
ing to the poriod of 199S. 

6.141. Tbe Committee are further surprised to note tbat no action 
was taken by the Board to inform either the Government or the 
Khadi Commission till October, 1964 for which it appears no seriw 
notice has boen taken by the Industries Department or the Finance 
Department. They suggest that early action shodd Le taken against 
the persons responsible for the loss and m report submitted to the 
Public Accounts Committee. 

(v) Loss of stores in Khadi Gramodyog Bhuuans.- 

6.142. The Board maintains 9 Khadi Grarnodyog Bhavans, one 
in each District of the State, for propagating Khadi and Village 
Industries. Saleable articles like handicrafts and village industries 
products costing about Rs. 30,000 purchased prior to 1958 are re- 
maining unsold in these Bhavans (October, 1964). In the Bhavan 
at Trivandrum, Khadi goods costing Rs. 47$34 were reported to be 
missing (July, 1963). The Manager of the Bhavan was placed 
under suspension in May, 1963; an enquiry is reported to be in pro- 
gress (October, 1964). 

6.143. The Committee desired to know whether the enquiry about 
the missing Khadi goods against the Manager, Khadi' Grarnodyog 
Bhavan, Trivandnun had been completed. The SeCfetary stated that 
the enquiry had been completed and steps were 'being taken to p m  
secute the manager. In regard to the amount qf Rs. 47,934, the wit 
ness stated that according to the usual procedure, if there was any 
excess in similar or near similar varieties these would be adjusted 
towards deficits tn these varieties. The actual amount/ might be 
rboub Rs. 18,000. In reply to another question, about flxing of res- 
ponsibility the witness stated that the amounts paid by some par- 
ties through money order were not brought into account. There 
were also certain credit sales made to certain bogus persons who 
were not in existence at all. On being asked about the quantum 
of work in the Bhavan where only a manager was appointed, the 
wfknesg stated that the Bhavan was a small unit with a stock worth 
about Rs. 50,000 to Rs. 60,000 at a time, and the lass had occulled 
fn the course of four or five years. Apart from the Manager there 
was only a boy Assistant at that time in the Bhavan 

8.144. The Committee hope that a r l y  action would be Wrw 
agdmt the M m w r  of the Bha- 



6.145. The Committee would also like the Board to acvise a 
ced- w h d y  such cases of defalcations do not remain undetected 
for a long period of time. 

, 
(viii) Payees' acknowledgements not made avaiwle to audit. . 

6.146. In 1963-64 payees' acknowledgements in 404 cases for 
Rs. 21,52,295 were not made availafble for scrutiny during local audit. 
Payees' acknowledgements in respect of 74 case; for Rs. 4,11,485) 
relating to 1961-62 and 144 cases for Rs. 11,82,789 out of 154 cases 
for Rs. 14,49,297 relating to 1962-63 mentibned in paragraph 65, page 
86 of the Audit Report. 1964 were still not made available (October, 
1964). 

6.147. The Committee desired to know the steps taken by the 
Board to obtain the acknowledgements. The Secretary, Kerala 
Khadi and Village Industries Board stated that the Board had col- 
lected some acknowledgements and subsequently many items had 
also been shown to audit. In reply to a question, the witness stated 
that the stamped receipt received was kept in the loan file. The 
payees' receipt was the formal receipt sent by the institution from 
their printed receipt book. 

6.148. The Committee would like to point out that the absence of 
payees' receipts' is fraught with financial risks. They, thercfore, 
suggest that steps should be taken to obtain proper receipts prumptb 
from the institutions concerned, invariably in all casm 



PUBLIC WORKS DEPARTMENT 
Kerala State Electricity Board 

Ears expenditure in the purchase of teak wood pok8, para 63, page 
83 (Audit Report, 1964). 

, . 
7.1. In July, 1962, the Kerala State Electricity Board invited tend- 

ers for the supply of 50,000 raw teak wood poles of various shes. 
The.Board sanctioned the purchase of the entire quantity from the 
lowest acceptable tenderer in August, 1962. Simultaneously the 
Board placed orders with another firm for the supply of an addi- 
tional quantity of 16,000 poles at rates ranging from 11 per cent to 
22 per cent in excess of those quoted by the accepted tenderer. This 
second firm had not responded to the tender but had made a volun- 
tary offer prior to the invitation of tenders to make the supply. The 
firm was also allowed to carry out the supply without furnishing 
any security. Compared to the lowest tender, the purchase result- 
ed in an extra expenditure of about Rs. 1 lakh.. In September, IW, 
the Electricity Board stated that the purchase of the extra quantity 
was sanctibned with a view to tide over the difficulties experienced 
by the Board in achieving targets due to shortage of poles. 

7.2. The Committee desired to know as to ( i )  what were the re- 
quirements of the teak wood poles and (ii) whether the require- 
ments were properly assessed when the tenders were invited in 
July,'1962. The Chairman, Kerala State Electricity Board informed 
thh Committee that during that period the requirements were asses- 
sed and there was the necessity of collecting a b u t  1.00,00b poles for 
the works. The position of supply of poles was poor and the B o d  
yps pot &tins suf i lc ienhumhr  ef pdes: ks such th'e Board was 
trying to get as many poles as possible so that the works might not 
suffer. The Committee pointed out that the Board had issued tend- 
ers for 50,000 poles and had received the offer for that quantity and 
if they had placed orders for a larger quantity they would perhaps 
haw got that quantity also and enquired as to how it was difflcuft 
to get the poles. The witness shted that their experience was that 
it was difficult to get the pales end that they were unable to get even 
the 60,000 poles The tenderer had given the limit of 3.000 poles per 
rngnth and at that rate it would take 16 to 17 months to supply 



50,000 poles. In reply to a question the witness stated that thm 
were four tenderers and they were also unwilling to supply more 
than 1,000 or 2,000 poles and that too at a very high cost.' 

7.3. The Committee desired to know as to why the Chief Engi- 
neer had recommended the purchase of only 35,000 poles (31,000 
poles according to Audit) instead of 50,000 poles after the tenders 
were invited when in fact there was scarcity of supply of poles and 
also when the poles were continuously required by the Board. The 
witness stated that since the delivery period was vev long the 
Chief Engineer had recommended that the Board might get 35,000 
poles. But the recommendation of the Chief Engineer was over- 
ruled by the Board and the Board had recommended that since there 
was scarcity of pole  and also as the tender was reasonable the Boatd 
might get all the poles which the tenderer had offered to supply. 

7.4. In regard to the supply of an additional quantity of 16,000 
poles fmm another firm, the witness stated that the Arm had given 
a voluntary offer and that was recommended by the Chief Engineer. 
The Board then had considered the offer and decided to call for 
tenders for these poles. The Chief Engineer had called for tend- 
and four firms had quoted. The offer of all the four Arms were con- 
sidered together with the voluntary offer. The lowest tenderef had 
offered to supply 50,000 poles. On being asked as to why the volun- 
tary offer was not considered as a tender, the witness stated that 
the firm had given a voluntary offer and it was considered by the 
Board but the Board did not want to place orders unless the Board 
knew the current price. In reply to a question, the witness rtrkd 
that the requirements of poles were about 7,000 to 8,000 p o h  psr 
month. 

7.6. The Canuaitkc desired to h e w  as ta why a hiam prim 
was paid to the voluntary offerer than the price paid to the lowest 
tenderer. The Secretary, Public Works Department informed the 
Committee that it was the next best offer. The after of the lowest 
tenderer who had offered to supply 50,000 was accepted by the Board. 
If the Board wanted to have any more poles without going in for 
any other tender, the next best offer for the supply of pol- wa# 
veFr vuch higher. Taking all these factors into account the b a r d  
had then decided to accept the voluntary offer made by the Ann. 

7.6. In reply to a question, the Chairman, Kerala State Electricity 
Board stated that the other tenderer6 were not asked to reduce the 
price before the orders were placed with the A r m  who had msde a 
voluntary offer because the second lowest tenderer was very much 



higher. On being asked whether the lowest tenderer was asked to 
supply 66,000 poles instead of 50,000, the witness stated that in the 
tender notice, the Board had asked the tenderers to indicate the 
maximum quantity that could be supplied. When the Committee 
pointed out that according to the information collected by audit the 
Board had received 30,628 poles during the period 1962-63 and had 
issued 14,585 in a period of six months and that the issue of poles 
came to a little more than 2,000 a month and not 7,000 as stated by 
the witness earlier, the witness stated that raw poles were received 
fram the parties and those poles went to the treatment yard for 
treatment before those were issued for works. The treatment of 
poles took some time and it would be in the accounts of the treat- 
ment yard as stock. The capacity of the treatment plant was 
also about l,fi00 to 2,000 poles per month and that was a continuous 
process. When the requirements were 7,000 poles every month 
2,000 poles were received from the yard. As the position was very 
bad the Board was unable to meet the demand for the treated poles. 
In reply to a question, the witness admitted that even if there was 
surplus stock of raw poles, that would not have helped the Board 
because the capacity of the treatment plant was limited. The wit- 
ness added that the plapt worked in two shifts and the Board was 
increasing the treatment capacity as much as possible. In answer 
to another question. the witness stated that if there was more capa- 
city. all the poles would have been treated and issued. 

7.7. The Committee desired to know the basis on which the audit 
was informed that the monthly requirement was 7,000 poles. The 
witness stated that on the basis of the estimate of the Board it was 
about 7,000 poles per month and 80,000 yearly. 

7.8. The Commit& desired to know as to why an order for 16,000 
poles was placed with the firm without obtaining the security. The 
witness stated that there was diff3culty in regard to the financing 
from banks. The Board was also not obtaining the security from 
the other contractors. In answer to a question the witness stated 
that two voluntary offers were received and one offer was v U ~  
much higher. The voluntary offer which was accepted by the Board 
was the next best which the Board ;odd get. 

7.9. From the notcs (Appendix XLIX) subsequently furnished 
to the Committee, it has been stated that the ca?acity of the 4 treat- 
ment plants on two shifts working 6 days of the week, is 2,000 poles 
8 week, and not 2,000 per month as stated during evidence. 



7.10. The C o d t t e e  regret that such a serious discrepancy should 
hare occurred during evidence. In his evidence before the Commit- 
tee the Chninnrur, Kerala State Electricity Board had tried to cxplein 
that the capacity of the treatment plants was about 1,500 to 2,000 
poles per month and hence though the requirement of pales was 
7,000 every month, only 2,W was received from the yard. The 
Committee would like the Dept. of Finance to issue instructions that 
the officers who give evidence before the Committee should be 
sure of their facts and figures to avoid such discrepancies. 

7.11. The Board had issued tenders for the supply of 50,000 poles 
and had received the offer for the entire quantity. Hence, the Com- 
mittee are of the view that if the Board had invited tenders for a 
larger quantity. there was every likelihood that they would have 
got the offer for the larger quantity. 

7.12. The Conlmittee are unable to understand why no attempt 
was made by the Board to persuade the supplier who had made the 
vohntary offer to reduce the price to that of the lowest tenderer. 

7.13. In regard to the issue of poles also, the Committee find from 
the note (Appendix XLIX) furnished at their instance, the Board 
at no time Ltad issued 7,000 poles except during November, I%? 
when the issue was 6,982 poles. The view of the Board that the 
poles would not be available is based more on surmise than on facts. 

7.34. From the facts placed before the Committee, they do not 
find any justification for accepting a voluntary offer h m  a party 
who had not given a tender at an extra cost of about Rs. 1 lakh. 
i t  is  surprising that even the formality of obtaining n security from 
the party concerned ' was dispensed with. The Committee recom- 
mend that an inquiry should be held in regard to the circumstances 
which -led to. the. acceptance of the voluntary offer. 

F d w e  to assess the quantity of work correctly, para 78, page 97 
(Audit Report, 1965). 

7.15. The rate for a n  item viz. "rock blasing" provided In the 
contract for the work of levelling site for the Power House and 
the Transformer Yard of Sholayar Hydro-Electric Project was Rs. 19 
per unit of 100 cft. The tender and agreement stipulated !hat the 
quantities to be executed were only approximate and liable to vary 
widely in actual execution and that the rates quoted were to hold 
good for any quantity. Despite these specific conditions the con- 
tractor was allowed enhanced rate of Rs. 25 per unit for quantities 



af rock Mostring. beyond, MO per cent of the quantity 05 S,89W Qt. 
specified in the agreement. This entailed an extra expenditure of ' 

Rs. 16,128 on 2,68,800 eft. 

7.16. As the contractor failed to complete the work within the 
time allowed, the Department at its o m  initiative tmminated the 
contract in July, 1982 after giving due notice to the conkactor. Tho 
balance work of rock blasting (2,40,000 eft.) was then got executed by 
another contractor at a still higher rate of Rs. 28 per 100 cft. The 
further extra expenditure thus incurred (compared to the rate of 
the original contractor) amounted to Rs. 21,600. Had the quantity 
of work been estimated properly, this extra expenditure could have 
beem avoided. 

7.17. The Committee desired to know whether the excess of tock 
blasting over the estimne did not indicate that the testing of rock 
level by bore holes was inadequate. The Chairman, Kerala State 
Electricity Board informed the Committee that for levelling of site 
for the power house and transformer yard, bore holes at certain 
points at the corner were taken and not in the middle and it was 
inadequate to that extent. It would have been very d y  if all 
the born holes had been taken to find out tbo actual rwk b e d s ,  so 
b holes at the cumers w e  taken and asseseanemb were made 
om that basis. On being aeked a W  the justification far enhance- 
ment of the rate from Rs. 19 to Rs. 25 per unit, the wihxm stated 
that the variation was very wide. The Board thought of having a 
10q1 stipulation and it was stipulated to stick to that rate up to 
10% of the work and for the work above that the enhanced rate 
might be given. On being asked as to why such a clause was put 
down in the agreement when the Board did not stick to it, the 
witness stated that it had been pointed out to the Chief Engineer 
and in the subsequent contracts it had been put down that the work 
might vary up to 10% on either side. In reply to a question, the 
witness stated that in all the previous contracts "the clause of 
wide variation was not added without specifying the 10ya." But in 
the present case, the variations were so wide that the Board had 
considered the question and limited it to the usual variation. In 
reply to a question, the Secmtary. Public Works stated that there 
was the clause about wide variations in most of the contracts and 
probably, this was the flrst contract in which it was tested. The 
contractor had represented and Board had then considered it and 
thought that it was good to have a fair clause and that a limit of 
about 10yo might be bed and on that basis the Board had made 
the extra payment. In reply to a question, the Chalnnan, Rerala 
2883 (AU) LS-B. 



State Electricity Board stated that there were two tenderers in this 
case. 

7.18. The Committee desired to know whether the extra expendi- 
ture incurrred as a result of the failure of the original contractor to 
complete the work within the time, had been recovered from the 
original contractor invoking the penal provision of the contract. The 
Chairman, Kerala State Electricity Board informed the Committee 
that the amount had not been recovered from the contractor and 
added that since the contractor had done more than the desired 
quantity, the Board thought that it was not equitable to invoke the 
penal clause. 

7.19. The Committee are surprised to note that despite a specific 
provision in the agreement that the quantity to be executed was 
only approximate and were liable to vary widely in actual execution 
and the rates quoted for each item should hold good irrespective of 
the quantity, the contractor was allowed enhanced rate for quanti- 
ties of rock blasting beyond 110 per cent of the quantity specifiedt 
in the agreement which resulted in extra expenditure of Rs. 16,128. 

7.20. The Committee find no justification for providing a clause 
in the agreement which was not acted upoa In their view there 
was no special reason for inserting such a clause of wide variation 
when normally the clause relating to variation up to 10 per cent 
only was inserted in contracts if there was no intention to implement 
U 



I Mn 
PUBLIC WORKS DEPARTMENT 

Avoidabk/extra expenditure, para 40, pp.  51-53 (Audit Report, 
1964) . . . . . 

8.1. Four cases involving avoidablelextra expenditure aggregat- 
ing Rs. 1.33 lakhs are surnrnarised below:- 

Name of work Particulars of avoidable/ Rmarks of Govern- 
extra expenditure ment/Departmmt 

(3) Remodelling ripht- 
bank main canal of 
the Chalaku3y Irri- 
gatim Proic-t-Exi- 
mated cost : 
Rs. 2 a 8 3  lakhs. 

The Superintending En- . The reply of Govern- 
gineer rcjcxted the ment to whom the 
13west tmder (Rs. I .79 msner was reported 
hkhs) obtinecf in .4pril, in October, 1962 is 
1958 on the f.)llowinl: still awaited (Apri!, 
grounds :- W.4) 

(i) The rates quoted by th 
contractor for two main 
items of work (52.8 per 
cent and 16 .S7 per cent 
below estimated rates; 
were unworkable. 

(ii) Maximum progress 
could not be msured 
before the beginning of 
monsoon in June, 1958. 

The Superintending En- 
gineer accepted the 
second lowest tender 
(Rs. t .IO lnkhs) ven 
though the rates quoted 
for the 2 items of work 
were also helow .hc 
estimated rates by 31 per 
cent and 10.93 per cent 
respect ivcly . Thc work 
wns actually completed 
by the selected tenderer - - ------ --.-. 



only in July, I* i.8. 
I 112 years after the 
target' date via., January, 
1959. 

The extra expenditure 
compared with the 
original tender of April, 
1958 amounted to 
Rs.34, 912. 

The Committee desired to know whether the working capacity 
and experience of the tenderers were enquired into before the 
higher tender was accepted. The Secretary. Public Works Depart- 
ment informed the Committee that the lower tenderer was a fresh 
man but the Department had no information adverse or in favour 
of him On being pointed out that the Department had entered into 
some contracts with the lowest tenderer before also, the witness 
stated that same major work was given to him and that was under 
progress. In reply to a question the Chief Engineer (G&I) stated 
that the work awarded to that tenderer was not of an urgent nature. 
It was not as urgent as the model l ing  work. In reply to another 
question, the witness stated that the second contractor to whom the 
work was given did not finish the work but he had done a good 
deal of work during 2 seasons. The progress of work was slow in 
the case of the first contractor. The Committee desired to know 
the basis on which the lowest tender was rejected. The Secretary 
stated that the rates qnatrd by the lowest tenderer were very much 
lower than the estimated rate. The Department thought that the 
rates were unrealistic and the contractor would never be able to 
work at that rate. At the sana time any work of the contractor 
was also not proved and tested by the Department. So in good 
faith, the work was awarded to the second contractor. He also 
delayed the work beyond the expected date of completion. That 
position could not be anticipated in the very beginning. 

8.2. In reply to a question, the witness stated that the lower 
quotation was due to the ine-rience of the contrator. When the 
Committee pointed out that the lowest tenderer had already been 
awarded some major work and he was not a fresh man, the Secretary 
tttated that the Department had nothing against the contractor. In 
the Arst case, he was given a contract and the Department thought 
that his capacity wan only that much. 



When the Commitbe pointed out Oat eshhab  of the Depart- 
ment might .have been on the higher side, the wit= stated that the 
eshimates were baaed on the current schedule af rates and those 
were fairly correct and ,realistic. On being pointed out that addi- 
tional e&urity should have been taken from the contractm i f  the 
rates were found urrrvockable, the Secretary stated that the main 
~ i n t  w s  to get the work done. I t  would have been possible to 
award %he work to the contractor against adcbtional security, but in 
that ease it was just passible that the eesential purpose of getting the 
work done might have been defeated. In reply to a question, the wit- 
ness stated that the total estimated cost of the work was Rs. 2,75,000. 
In answer to another question, the Chief Engineer (G & I) stated 
that the estimated rate per unit of rock blasting was Rs. 21.17. The 
lowest tender was Rs. 10 and the accepted tender was Rs. 1450. The 
hghest rate quoted in the tender was Rs. 22. On being pointed out 
that the estimated rate was Rs. 21.17 and the Deptt. had accwted 
the tender for Rs. 14.50 and to that extent the estimates of the De- 
partment were unrealistic, the Secretary admitted that the estimates 
were slightly higher. 

8.3. The Committee desired to know whether there were any cases, 
where the Department had rejected the lowest tender. The witness 
stated that t h e ~ e  were quite a few cases like this in the P.W.D. in 
the past, but now-a-days they did not reject lowest tenders. 

8.4. The Committee desired to be furnished with a list of cascs 
where lowest tenders were rejected on the grounds of unrealistic 
r a t e .  This information has been furnished and is at Appendix L. 

85. From the statement the Committee find that the justification 
far rejecting tbe lowest tmders in these c a m  on the ground af their 
rates being -tic vis-a-vis tbe estimated rates is not borne out. 
It h clear that in all these cases except S. No. I, although there was 
not aucb dMemace in the rates quoted by the lowest and tbe second 
loovast tenderer (whose quotations were acceptd), the difference 
betwasn the arrtimated rate and the accepted rate was very great 
imbed. The accepted rates were lower by more than 50 per cent in 
soars crssr d in other casts the ampted rates were substantiaIly 
bwer. Thia oPly indicates, in the opinion of the Committee, that the 
estirmrfted rates themaalvas are too high, and a h  that this argument 
of ~nraa1Mic nte is usad only to give the amtract to a high- tm- 
d e w  by ignoring the claims of the lowest tenderer. 



8.6. The Accountant General informed the Committee that the 
estimated rate was Rs. 22.14 which was revised to Rs. 21.17 by the 
Chief Engineer. The Secretary stated that the original estimate was 
drawn up by the Executive Engineer and the technical sanction for 
that had to be given by the Chief Engineer. The figure was scruti- 
nised at the time of technical sanction. In reply to a question, the 
Chief Engineer (G&I) stated that it was a fact that the Executive 
Engineer had recommended that the work should be entrusted to 
the lowest tenderer. But the Sqerintending Engineer had suggest- 
ed that the lowest tenderer would not be able to do the work and had 
therefore recommended the second lowest tenderer. In answer to a 
question the witness admitted that there was no othr justification 
for rejecting the lowest tender except the fear that he would not be 
able to complete the work because his rates were unworkable. 

8.7. The Committee have been furnished with further information - on the rates for the rock blasting prevalent in the last three years 
( Appendix LI) . 

8.8. The Committee are not convinced with the arguments ad- 
vanced for rejecting the lower offer in this case. The lowest tenderer 
was not a fresh man as he had already been given a major work by 
the Department. The officers' fear that he did not have the capacity 
to do this work was not based on any ground or experience. The 
plea of urgency is also not tenable as the work was completed 18 
months after the target date i.e., January, 1959. Besides, the Com- 
mittee are not at all impressed by the argument that the rates quoted 
by the tenderer were unrealistic. The fact that the accepted rates of 
the next higher tenderer were also lower by about 31 per cent than 
the estimated rates shows that the estimated rates of the Deptt. were 
very high. The Committee find from the statement (Appendix LI) 
regarding rates for rock blasting done in the last three years, except 
in one case the rates quoted have been lower than the estimated 
rates and in some cases the rates were substantially lower. This fact 
also c o n h s  that the estimated rates were on the higher side. The 
Committee feel therefore that the rejection of the lowest tender, 
resulting in an extra expenditure of Rs. 34,912 lacked justification. 
The Committee, therefore, desire that a proper inquiry should be 
held and responsibility fixed for this avoidable extra expenditure of 
Bs. 34,912. The question of fixing the estimated rates in a realistic 
manner should also be examined. 



(b) Suppl~ of tubular 
trusses or the constr- 
uction of semi- 
permanent school 
buildings 'in Build- 
ings and Roads Divi- 
sion, Calicut. 

Cost : Rs. I -75 1akhs. 

A firm in Madras with The matter was re- 
whom the Executive poned to Govern- 
Engineer placed an order ment in January, 
in July, 1961 failed to 1963 and their reply 
supply even 50 per cent is awaited (April, 
quantity by the extended 1964). 
target date, Viia., 15th 
January, 1962 (original 
date3oth September, 
1961). Fresh quotations 
were then invited, 
(February, 1962) and 
orders placed with a 
firm at Calcutta at an 
extra cost of Rs. 18,900. 
As the department did 
not cancel the orders with 
the original supplier it had 
to accept their supplies 
as well. The latter firm 
completed their supplies 
only in December, 1962 
and extra expenditure-was 
not therefore justified. 

8.9. The Committee desired to know the circumstances wlder 
which the Department did not cancel the order placed with the first 
contractor who could not provide the material in time. The Secret- 
ary stated that in this case, as it was seen from the records, there 
was definitely a case of mistake on the part of the Executive Engi- 
neer. He had failed to assess the requirements correctly and the 
only reason as to why he did not cancel the original order was that 
ne thought that he would have future requirements for these tubu- 
lar trusses and did not want to lose the benefit of the lower rates. In 
actual effec! the utilisation did not keep pace with what the Execu- 
tive Engineer had in view and there was thus a clear mistake on the 
part of the Executive Engineer. On being asked about the action 
taken against the officer, the witness stated that the Department 
thought that the officer was only overzealous and there was no cul- 
pable mistake committed by him. In reply to a question, the witness 
stated that the Superintending Engineer had reported that in view of 
the original programme envisaged, the Executive Engineer had justi- 
fied his case. The witness further added that the comments of the 
oficer were called for but disciplinary proceedings were not taken 
against him. In reply to a question, the witness stated that the om- 
ccr had stated that there was delay in the delivery and he did it  on 
€Pod faith. Whep the Department checked up the material, it was 
found that those were not fully utilised. 



8.10. The Committee desired t~ know whether the axoess llPLkIda1 
had since been utilised. The witness et&d that it had been ;laWtly 
utffised. Tn reply to a question the Chicif 33ngineer (G&I) stated that 
Xhe &st Arm was asked to sup21y before 15-1-1962. As i t  could mot 
supply 50 per cent of trueses within the prescribed time, another firm 
was asked to supply the balance df trusses. The Secretary etated 
that large quantities of these 'had remained unutilised since 1962 till 
now. 

8.11. The Commithe feel olnhappy tomote that large quantities of 
trusses had remained unutilised shoe I962 till now. The Committee 
hope that the Department will ream from experience and take steps 
to avoid the recurrence of such oases. 

8.12. The Committee would also like the Department to explore 
the possibility of utilising the trusses as early as possible. 

(c) Constructing the The wmk wqs allotted to a The matter was re- 
4th mile main channel conmaor who had quoted ported to Govm- 
in the Periyar Valley a nae of :R6. 2 5  per roo ment in August, 1960 
Irrigation Project- cft. limited to a miximum and their final reply 
Blasting and remov- payment of Rs. 16,000, is awaited (April, 
ing granite sheet rock. but in the agreement 1964). 

executed with him in 
February, 1959 the 
quantity was specified 
incorrectly as 12,500 cft. 
instead of rs5,ooo dt. 
and the words 'limited to 
Rs. 16,000' were also 
omitted. As a result o ' 
these omissions, the con- 
tractor had to be paid for 
the entire quantity of 
1,12461 cft. ex& by 
him, at his quoted rate 
without restricting the 
payment ro Rs. 16,aoo; 
this emtailad an artw 
payment of Rs. 7,717. 

8.13. Explaining the position, the Secretary, Public Works Deptt. 
informed the Committee that the original estimate prepared by the 
Executive Engineer of the Division had provid& only for 12,500 dt. 
of work. There was a mistake in the tender which was issued where 
it was shown as 1J2.500 cft. When the tenders were tabulated, the 
Executive Engineer and the Deptt. had realised that the actual 
amount according to thr estimates was only 12,500 &. The Depart- 



mcnt had no information available at that time with the Executive 
Engineer that the actual quantity was likely to increase upto 1,25,000 
cft. The increase had taken place during the course of execution of 
the work: At that time, the Deptt. could have forced the contrac- 
tor to include the limitation to Rs. 16,000. Later on, agreement and 
letters were exchanged between the contractor and the Executive 
Engineer and they did not make any mention of this fact of increase 
in the quantity of work. On being asked the basis on which the 
Executive Engineer estimated the work at 12,500 cft., the witness 
stated that it was a case in which blasting and removing granite 
sheet rock was done. At certain places rock had appeared and at 
certain places it did not appear. The Chief Engineer (G&I) further 
added that out of the 1,25,000 dt.,  I t  per cent of the earth work 
was rock. In that reach there was no boring taken for fixing the 
quantities. . . 

8.14. The Committee fail to understand how the estimate of the 
work was made at 12,500 cft. by the Executive Engineer when in 
actual working the quantity was 1 JZA6l eft. The Commitbe would 
like the Deptt. to issue strict instructions to the officers eoncetlped to 
be very carefun in checking the 6gures etc. relating to tenders u d  
contract documents. 

(d) Coastructe 18 Administrative sanction for The case was re- 
$pyness  - Irriga- the work was accorded poned to Govern- 
tion Division Al- by Govunmtnt in July, ment in Januarv, 
lappcy Estimated I 960. T h e  work was I 963 and thcir replv 
Cost: Rs. 4.20 split up by the Chief is awaited (April, 
lekhc. En*, Irrigationand I*). 

teaks wm invited 
separately by the Execu- 
tive Engineer for cons- ' 

rmction of 5 gnynes in 
September, rggo md far 
the =m+k! 1 3 m  
nes m Docegabsr, 
1960. The lowest ten- 
der in the former case 
was 17.5 per cent 
laJ th f l thc  estimated 
amount and the only 
tender received in the 
krmrca~twas8percent 
abovc dre cstimami 
ornwnt .d.$ahther 



were accepted. The 
acceptance of the se- 
cond tender resulted 
in an extra expenditure 
amounting to Rs. 71,565. 

The department con- 
tended that the work 
was split up so as to 
limit the expenditure 
during 1960-61 to the 
budget provision avail- 
ble for that ye?. 
Actually, the expend- 
ture incurred during 
the year on both) iparts 
of the work was not-even 
50 per cent of the final 
allotment for the jfjwork 
(Rs. r .so lakhs). 

8-15. The Committee desired to know the amount that was sanc- 
tioned and the actual expenditure that was incurred on the work. 
The Chief Engineer (G. & I.) informed the Committee that the ori- 
ginal sanztioned amount was Rs. 1.50 lakhs and the actual expendi- 
ture incurred on the work was Rs. 64,000. In reply to a question, the 
witness stated that it was correct that audit was informed that the 
work was split up into two parts because of paucity of funds and 
in order to keep within the limits of budget estimates. On being 
asked as to how it had affected the budget provision, the Secretary 
stated that in this case the estimate was for Rs. 4-20 lakhs but the 
amount that was available in the budget was only Rs. 1 lakh. As 
far as anti-sea erosion work was concerned, it was found that the 
department did not get the money that was required for all the 
work. The witness added that there were many works and if all 
these works were included in the estimates, the figures would have 
come to a very big amount. Therefore, it was necessary to limit the 
expenditure to the budget provision that was available. So in the 
sanction order issued, it was stated that the expenditure should be 
met from the budget provision of Rs. 1 lakh provided for in 1960-61. 
The Chief Engineer a t  that time thought that it would be better if 
construction of about 18 groynes for which the estimate came to 
Rs. 4.20 lakhs could be taken up but he had to limit the work to the 
budget provision. Hence, the construction of only 5 or 6 gropes 
11 ert taken up in the first instance. €ha being pointed out that the 



construction of all the groynes were entrusted in the same year the 
witness stated that in December it was found that progress was very 
slow. The Chief Engineer had felt that he would not be able to 
spend evenuthe budgeted amount except by giving the rest of the 
work to another contractor. In reply to a question, the Chief Engi- 
neer (G. & I.) stated that the time limit was given in the first con- 
tract. I n  reply to another question, the Secretary stated that the 
quoted rates went up by 25 per cent during the period of 2 to 3 
months. On being asked about the justification for payment of 25 
per cent more, the Chief Engineer (G. & I.) stated that the rates were 
violently fluctuating during that period and there were different rates 
obtaining at different places. 

The Committee desired to know whether the Department satis- 
fied itself that the rates had actually gone up by 25 per cent before 
the amount was sanctioned The Chief Engineer (G. & I.) replied 
in the afimative and added that the rates were based on tenders. 
In reply to a question the Secretary stated that in the second case, 
the tender was given by only one person. In answer to another 
question, the witness stated that the contractor who was already 
doing the work at 17.5 per cent below the estimated amount was not 
asked whether he was prepared 2 0  take up more work. The Depart- 
ment thought that the contractor might ask for more berause it was 
quite possible that he would have taken advantage of the high rates. 
The contractor also knew that the Department had only this quota- 
tion which way 8 per cent above the estimate and would have surely 
taken advantage of that rate. In answer to another question, the 
witness stated that the Department did not negotiate with the con- 
tractor and did no! think about it at all at that time. 

8.17. The Committee find no justification for allotting the second 
construction work for 13 groynes, at rates 8 per cent above the esti- 
mated rates, without first ascertaining from the first contractor (who 
was doing the same type of work at 17.5 per cent below the estimated 
rates) whether he was prepared to take up the dork and what his 
rates were. As the time lag between the dates for inviting the ten- 
ders was only three months, the Committee are doubtful whether 
such a sharp increase in rates (about 33 per cent) within such a 
short time is justified. Moreover, the Committee find that in seve- 
ral cases dealt with in previous paragraphs, the rates quoted had 
almost invariably been much lower than the estimated rates. There- 
fore, when the contractor quoted rates which were 8 per cent higher 



&h sdhmatnd rateu, the Xhpdment should have tried to nggo- 
ti.Oe dith &e &srt aanhdor. Ailtecnati\ra)y, ia the work was sot 
*split pp, dt is iikety that Zhe whole worSE might have been aompletd 
lit a &maper cost and extra ewenditure of I&& 71,565 could have 
')StPP mrdded. lk Commitbee hope that such cases of splitting yp 
3he smmtioned wonks, d t h g  in extra expmditure would be scru- ~~ a d e d  m dabre. 

Xugetory expenditure, para 42, pp. 54-55 (Audit Report, 1944) : 

8.18. The work of raising a low-lying portion of the main Central 
Road estimated to cost Rs. 3'90 lakhs (Original estimate of Mercfi, 
1961; Rs. 0-99 lakh) was allotted to the only tenderer in Jmuary, 
1962 for Rs. 2.83 lakhs. In December, 1962 while the work was still 
in progress, extensive damages occurred to a portion of the road sur- 
face. The Chief Engineer and other Officers who had made detailed 
inspection of the site were reported to be of the view that the sudden 
foundation failure was due to the insufficient bearing capacity of 
the supporting soil. The contract was terminated and the damaged 
p e o n  of the work (cost Rs. 38,884) was dismantled departmeritally 
in A,pril 1963 at a cost of Rs. 8,213 resulting in a total nugatory ex- 
penditure of Rs. 31,856 after taking credit for salvaged materials of 
the value of Rs. 16,241. 

8.19. The estimate for the work was subsequently revised in 
Xkch, I@@ to Rs. 5-18 lakhs making provision for rectification of 
the damage and refarming the road with suitable protective works. 
hr September, IM3 Government stated that the factors which neces- 
sitated revision of the estimates appeared not unforeseeable and that 
there would have been no case for such revision if the original esti- 
mate had been prepared after proper investigation and tpking all 
factors into account. 

8.20. Explaining the background of the case, the Secretary stated 
that a p-1ar stretch of the road came very near Kotteyam tm. 
Both ends of this particular stretch of the road were low and were 
subject to floods.. There were embankments (very short length) an 
both sides af 'the road which were 20 to 22 ft. high and when it was 
decided that it would be raised by 4 ft. the Deptt. thought that the 
same soil conditions which had prevailed immediately to the South 

- and North would prevafl and that was the reason as to why no inws- 
tigations were made. When the Committee drew the attention of 
the witness to the Audit Report wherein it had been stated that the 
Department had slready accepted that no proper invwtlptfoxm ware 



made, the witness stated that the justification of the Chief En@- 
was that he had no data on the basis of which he could wen have 
thought of such a difference in the sub-soil strata. The CMtf Wgi- 
neer had juBtified i n  that way and the Department had not accepted 
it. Ih reply to a aplestim+ the Secretary stated that investigation 
could have been made. The Chief Bngineer was at fault far nut 
making proper investigation. 

8.21. In regard to the revision of estimates, the Chief mgineer 
(B. & R) stated that the estimate of Rs. 99,000 was made before the 
ftwds which had ~ccurreci in, 1958. The existing limnation after the 
floods had to be r a w  still higher. In reply to a question, the Chief 
Engineer (B. & R.) stated that originally the construction of the road 
was not carried out in a defective manner. He added that the road 
was  from North to %uth and there was paddy field from East to 
West. The foundation did not give way when water overflowed. 
But when "the stationary water was pumped out, the counterweight 
on which it was acting due to water, was not there. So the founda- 
tion gave way." 

8.22. When the Committee pointed out that the draft audit para 
was sent to Government on the 17th September, 1963 and no reply 
had been sent to audit so far, the Secretary admitted that in respect 
of replies to audit there had been cases of very long delay. Some- 
times the audit para was sent to the lower division whose work might 
have been taken over by another division. It had not yet been rea- 
lised by the Executive Engineers that they were only expected to 
verify facts and not to defend. Instructions have been given and 
efforts were being made to improve the situation. 

8.23. The Ciommittee regret to note that praper irsvestigmtien~ hd 
aot been made ariginsIly when estimates wem ma& and tbereforc 
it bad bo be m v b d  freer Ra 3.90 laPbe to ICs. Iakh6. The Com- 
mi- ibol that it  is absdatalf necebsrPp b contnrt. d tbhr nature 
that aH factam are takbn into considenYCIm while prsgaaiag the aai- 
mates and a tborwgh investidon, including tests, carried out before 
estimates etc. are prepared. 

8.24. As regards the abnormal delay in replying to audit paras, the 
Committee dwrecate the tendbncy to braat them in a nwtlne manner. 

I 
I lau erCa to, .wid nwh d e b +  the Committee suggest that each De. 

partment -t aordhn tbo haaibility of d n a t i n g  a senior olster 
to deal with audit p ~ s l d r a f t  paragraphs expdit;ioualy. 



Loss of stores, para 46, pp. 60-62 (Audit Report, 1964). 

I. Public Works Department 

(a) Shortages of materials like The shortages were rendered possible 
cement, M.S. rods, etc. cos- mainly due to the following factors :- 
ting Rs. 3 '49 lakhs in the ( i )  non-accounting of materials received 
Bridges Division, Alwaye were in the division ; 
noticed during the physical (ii) issue to other divisions on loan 
verification of stores, conduc- basis without proper exchange of 
ted at the instance of Aildit invoices; 
in May-June, 1959 and at the (iii) issues without supporting issue 
time i f han ling over of charge notes or acknowledgements ; 
l-y the storekeeper in May, (iv) absence of proper control over 
1960. issu: of materials to work ; and 

(v) absence of periodical physical 
verification of stock. 

The store-keeper was placed under 
suspension. Intimation regarding fur- 
ther action taken in the matter is 
awaitea 

The physical verification report for the 
period 1st Junc, 1960 to 25th May, 
1963 received from the Chief Engi- 
neer in September, 1963 indicated 
that the same irregularities continued 
to exist and a further shortage of 
materials valued at Rs. 23,808 came 
to notice. One of the two store- 
keepers who worked during the period 
from 1st June, 1960 to 2nd Decem- 
ber, 1962 has been placed- under 
suspension. Report regarding the 
further action taken in the matter is 
awaited (April, 1964). 

(b) ShoW3e of materials like The shortages were rendered possible 
ccnlent I iturnen, M. S. rods mainly d ~ e  to the followingfactors- 
and G. I. sheets costing Rs. ( i )  non-accountal of materials received; 
2.01 lakhs was noticed during (ii) maintenance of both the quantity 
physical verification of stores and value accounts by the storc- 
in Buildings and Roads Divi- keeper and non-reconciliation of 
sion, Muvattupuzha conduc- these two accounts periodically ; 
ted in April-May, 1962. (iii) unauthorised corrections in ledger 

balances ; and 
( iv)  failure to watch the return of issue 

notes, duly acknowledged. 
One of the two store-keepers has hem 

placed under suspatsion. The case 
is reported to be under police invm- 

--- tigation (February, 1964). - -I_- _-_-  



(c) Shortage of timber and other A special audit has been arranged 
s tom costing about Rs. ~ . g a  (November, 1963) by Government 
lakhs was noticed in the Gw- to find out the nature and extent of 
ernment Engineering Work- the lorn and to fix responsibility for 
shops, Trivandrum, during the shortage. Further report is 
physical verification of stores awaited (February, 1964). 
m the timber and other sec- 
tions conducted from June, 
1960 to October, 1960 and 
November, 1960 to June, 
1961 respectively. 

8.26. The Committee desired to know whether the police enquiry 
in respect of cases mentioned in sub-paras (a) and (b) had been 
completed. The Secretary stated that the police enquiry had not 
been completed. The Committee have been furnished with a note 
indicating the dates when the cases were reported to the police 
(Appendix LII) . 

8.27. The Committee pointed out that in Alwaye there was a short- 
age of Rs. 3.49 lakhs. The Department had transferred the store- 
keeper after May, 1960 from Alwaye to Muvattupuzha and there was 
also a shortage in that depot (Muvattupuzha). The Secretary stated 
that the store-keeper had been held responsible for the shortage in 
both the divisions. He was transferred from the first depot and from 
the second he was suspended. The Chief Engineer (B. & R.) stated 
that the deficiency was found out only after the new store-keeper 
took over charge. The Chief Engineer (G. & I.) added that the new 
store-keeper who took over charge had verified the stores. It was 
then investigated by the Department. In answer to a question, the 
Secretary admitted that if the Department had taken action imme- 
diately to suspend the store-keeper the Deptt. might possibly have 
saved Rs. 2 lakhs. The Chief Engineer (B. & R.), however, stated 
that the Department was not sure in the first instance whether it 
was actually a defalcation. The Department had to see whether 
there were any entries which were omitted to be posted. On being 
asked about the present position, the Secretary stated that the Store- 
keeper was still absconding. The Police Department under the Dir- 
ectorate of Vigilance Investigation had registered 2 cases against 
him. Further action could be taken only after the accused is appre- 
hended. 

8.28. The Committee desired to know whether any explanation 
was called for from the Supervisory staff. The Secretary stated that 
the Department had ordered an enquiry into the nature of the actual 



lhbiiiw 05 the glllpembmy W. The Saperintandfng EhgiaraP w b  
had to conduct we inquiry was handimppeel' kmslr. rnmt 9P the 
recards were with another Branch (X Brancli). Ih reply to a qpes- . 
tion, the wiuless stated thet t h e  inquiry was orderad. an, 22nd Janu- 
ary, 1965. Ck h e q  asks& abmt the E~BGDM fm the delay of. aver 
five years, the witness stated that there was a difFerence of upinion 
as to whether the inquiry under the Classification, Control. and 
Appeal Rules could also be conducted at .the same time when, the 
police proceedings were pending against the offfnrr. The Theter 
was discussed with the Home Department who Anally advised that 
the inquiry could be taken up concurrently. On being asked as to 
why it took five years to settle the difference, the witness stated that 
originally the question of liability of the Supervisory ofacers was 
not considered. Only after the special Audit Report, the Department 
took action in regard to the liability of the supervisory officers. The 
Committee pointed out that it was a fact that there was shortage of 
stores which did not come to light as a result of supervision by the 
supervisory staff which indicates that the supervisory staff were not 
functioning pcoperly or the system itself was defective. The witness 
admitted that it appeared that there were some defects in the system. 
On being a d d -  about the other store-keeper, the witness stated that 
the other man had not absconded and he was available. 

8 . 3 l . A s r s g o a d J . 8 a h e f t h e s q 1 e r v i ~ s M I b  hrd art Cb. 
shortages, the Conrmittee would like the present system to k mm- 
mined so as to tighten control and plug loopholes. 

8.32. On being asked as to how only stare-keepers were hdt9 guilty, 
Qe witness stated hat the store was entirely under the charge d 



f i e  store keeper and he was the only person who was responsible for 
accounting, issues etc. In reply to a question, the witness stated 
that there was no indication that any other person was involved. In 
reply to another question, the witness stated that the store keepers 
had not yet been given the charge sheet and they were under sus- 
pension for the past three years receiving only half salary. 

8.33. The Committee drew the attention of the witness to the 
Audit Report and pointed out that the shortage of stores was noticed 
even earlier' during the physical verification of stores conducted a t  
the instance of Audit in May-June, 1959 and not only a t  the time of 
handing over charge in May, 1960. The Secretary added that actual 
date was not available. 

8.34. The Committee desired to know whether any enquiry was 
conducted after the shortage was detected. The witness stated that 
the Deptt. did make an enquiry and had looked into the stocks etc. 
In all those cases, the transactions shown were upto 1960 and the 
special audit report also had referred to 1960. In answer 'to a ques- 
tion, the Accountant General informed the Committee that the short- 
age was pointed out to the Department in 1959 and a reply was re- 
ceived. 

8.35. The Committee drew the attention of the witness to the 
Audit para and pointed out that the shortage was first detected in 
1959 and not in 1960 and enquired as to how it was not known to the 
Secretary, Chief Engineer or to any d h e r  officer. 

8.36. In reply to a question. the witness stated that the stores were 
periodically verified. When the Committee drew the attention of 
the witness to the reasons for shortage in stores given in the Audit 
Report, the witness stated that the primary reason was absence of 
annual verification of stock. There were standing instructions that 
all the officers in charge of stores should see that annual verification 
was done without fail. Usually, verification was done by other oPR- 
cers deputed from nearby divisions who verified and certified the 
correctness of the stock etc. These instructions had again been 
brought to the notice of the Deptts. and steps had been taken now 
to see that verification was being done. 

8.37. In this case, the Committee feel perturbed to find that there 
had been serious lapses on the control w e r  staff and failure to taka 
action in time to take remedial action, which resulted in shortage of 
stores amounting to Rs 5-14 lakhs (total of amounts involved kl 
casts (a) and (b) of Audit Report). 
2WCAii)I.S4. 



8.38. I t  is surprising that the store keeper who was jound respar- 
sible for deficiencies was transferred to another store, without any 
action being taken against him, thus enabling him to carry on his 
actitities in the second store where a shortage of another fts. 2:01 
lakhs of materials occured. This person was piaced under suspen- 
sicm only thereafter. In the opinion ol the Committeq much of thd 
shbrtages could have been avoided if Government had taken serious 
notice of the shortage discloskd in the verification of stores conducted 
in May-June, 1959 at the instance of Audit. The shortages in the 
swzcond division could also have been avoided if on the finding a t  
af shortages ia the first store, action was initiated against the store- 
keeper concerned. Failure of the administratian to take proper 
action and the failure to take serious notice of shortages disclosed 
dtirinjj physical verification dre serious lapses of which due note 
shbuld be taken aHd recipohsibility fixed. 

8.39. The Committee desired toeknow from the Finance Secretary 
the procedtre followed in Kerala after the Audit Reports were pre- 
sented to Legislature and before the Reports were taken up for con- 
sideration by the Public Accounts Committee. The Finance Secre- 
tary informed the Committee that the general instructions were that 
when draft paras were received by the Heads of Departments or 
Secretaries of the Government, action was initiated for verification 
of the same. After verifying the correctness of the statements d 
report was sent to the Accountant General stating thk factual posf- 
tion. Instructions had been issued to all the Departments to tke 
effect that the time limit of six weeks should be strictly adhered to. 
m i l e  examining the correctness of the audit para, the P.W. Depart- 
ment sent it to the Chief Engineer from whom it went to the Super- 
intending Engineer, Executive Engineer, Assistant Engineer and 
sometimes to the Junior Engineer incharge of the work. Dut to thC 
passage through all these channels, it would take some time fop get- 
ting the replies. The witness however admitted that the time taken 
in all these cases was too much. 

8.40. The m m i t t e e  d s l r e  the H h a n b  W i t m e n t  to &sue ili- 
sttuttilbb, if H 6 t  already done. that immediately hfter the Audit Itc- 
ports are placed before the Legisiatu~e, thtse should be prbnfltlf 
examined by the Departments concerned to see what remedial or  
prwentlvt stepls are &net! fof and sttch atepr shWld be ihitiaritd 
without dtlm. 

8.41. The Committee drew the attention of the witness to the re- 
commendation of the State Public Accounta Committee ( 1963-64) 
wherein they had urged that the Government should appoint only 



b h n i c a l l y  qualified hands to be incharge of stote  and arrange! ~ u r -  
$fise inspection of the various Departmental stores being conducted 
by a separate body of special staff under the Finance Departnient and 
review thg work periodically. The Secretary, Public Works Depart- 
ment informed the Committee that on the basis of the recommenda- 
tion, certain additional staff had been appointed for store verification. 
Staff had not been appointed under the Finance Department but they 
have been appointed in each circle of the P.W.D. There were now 
six sub-divisions working on store verification. The necessity of 
posting better qualified staff and the necessity of cross-checking of 
entries and issues had been discussed with the Chief Engineer. There 
Were also certain proposals for the appointment of Junior Engineer 
ihrharge of stores, but there was some difficulty because the Junior 
Engineers were not happy about going to stores which developes great 
responsibility upon them. On being asked about the surprise inspec- 
tion by the officers of the Finance Department the witness stated 
that the surprise checks were also to be done by the vetification sub- 
division which consisted of an Assistant Engineer and a Divisional 
Accountant. 

8.92. In regard to the special staff for verification of stores under 
Finance Department, the Finance Secretary stated that most d the 
materials were technical and a Finance Deprtrnent officer would 
have difficulty in identifying them. In answer to another quetion, 
the witness stated that there was a small inspection wing in the Fin- 
ance Department which had been entrusted with the responsibility 
.of supervising files and registers relating to accounts, stores and 
other allied matters. There was also physical verification of cash 
and stores wh~rever  necessary. It was a small unit fwmed in Oeto- 
ber. 1964 and it had not been possible to check up all the stores. 

8.43. The witness promised to m-examine the question as to whe- 
ther the staff should be under Finance Department or P.W.D. 

8.44 The Committee would like to reiterate the ncommendatior 
tantoinel in Section 4, item (ii) (page 34) of the Kerala Public Ac- 
writs Cornmlttas's 1st Report (1963-64) that Government should 
appoint only technically qudiAed hands to be in charge of stoma 
and also arrange surprise inspections of the various Departmental 
stores being conducted by a separate body of special staff under the 
Finance Department m d  h e w  tbc work periodically. 



8.45 In addition annual verification of stores by the Departments 
themselves as laid down in the rules should be insisted upon so that 
discrepancies could be brought out in time and rectified. 

8.46. In regard to the loss of stores costing about Rs. 1.92 lakhs in 
the Government Engineering Workshop, Trivandrum, the Secretary, 
Public Works Department informed the Committee that actually the 
amount was very much less and the actual deficiency was of Rs. 24.000. 
On being asked whether any responsibility had been fixed, the wit- 
ness stated that one of the Superintendents had been compulsorily 
retired. The foreman and others of the workshop who were involved 
in the case were being dealth with. In reply to a question, the 
witness stated that the special audit was under the department and 
some officers from the Accountant General's office were taken on 
loan. 

8.47. The Committee note with regret that in this case also al- 
though the shortages were noticed in 1960 and 1961, special audit was 
arranged only by the Department in November, 1963 and disciplinary 
action was initiated thereafter. The Committee would again point 
out that delay in such matters create unnecessary complications and 
mostly defeat the purpose. 

Loss of stores, para 46, pp. 60-62 (Audit Report, 1964). 

111. Public Works and Public Health Engineering Departments: 

(F) Issue of steel, cement bags, etc., An outsider allegedly imperso- 
on loan basis to an outsider (Rs. nating himself as the Asstt. 
24,464). Director of the Atomic Ener- 

gy Commission, Field Sur- 
vey Unit, Cannanore, ob- 
tained a certain quantity of 
cement, M. S. rods, ctc., on 
loan basis from three Public 
Works Divisions and one 
Public Health E ngincering 
Divfsion during the period 
October, 1962 to January, 1963. 
The case is under police in- 
vestigation. 



In regard to tk unauthorised 
issue. from the Public Work 
Divisions, Government stated 
in Jan,uary, 1964 that the 
explanauon of the officers 
involved in the fraudulent 
transactions had been obtained 
and that further action hqs 
been deferred till the investl- 
gation by the police was 
completed. As . regards the 
unauthorised issues from the 
Public Health Engineering 
Division, the remarks of Go- 
vernment are awaited (Feb- 
ruary, 1964). 

8.49. The Committee desired to know the circumstances under 
which an outsider allegedly impersonated himself as the Assistant 
Director of the Atomic Energy Commission. The Chief Engineer 
(G & I) informed the Committee that he was one of those, who were 
cheated. The outsider went to his office and sent a printed card 
giving the address as 'Care of Collector, Cannanore'. The outsider 
had asked for a loan of cement and G.1. sheets. He had stated that 
he was carrying out some experiment in Cannanore District on 
Atomic Minerals and he wanted the materials for a short period. The 
outsider was informed that the materials might be issued on loan and 
the sanction order be got ratified by the Government. The stores 
wc8re given by the Executive Engineer. The materials were not 
r caturned for a long time. The Deptt. went on reminding him. After 
two  or three months' time, a newspaper report was seen about the 
I mud colnmitted by the outsider impersonating and tzking loans. 
Immediately, the matter was reported to the police. In reply to a 
question the Chief Engineer (G&I) admitted that it was only through 
the press report that he had come to know that the outsider was a 
fritudulent person. The witness stated that it was the only case 
where he was cheated and somehow it did not occur to him to suspect 
tlre outsider. On being asked whether the Government could part 
with their property without a definite procedure, the Chief Engineer 
( M I )  admitted that there was a deviation from the normal system 
in this particular case. On being asked the reason for such a devia- 
tion, the witness stated that somehow there was no suspicion about 
the outsider. On being pointed out that certain procedure should 
have been followed, the witness stated that the procedure was to get 
the sanction for issuing those materials on loan. The witness added 
that he had similar occasions to give aertain things to Universitim 
and other private institutions in anticipation of the sanction. 



8.6Q. Qn being asked whether there was any defect in the system 
that w& in vague the Secretary explained that the Chief Engineer 
should not normally issue anything on loan but he should write t o  
the Goverwqent for issue ~f sanction. In the present case the sus- 
piqiqn about the man's identity was not raised in the mind of t h e  
Chief Engineer. In reply to a question, the witness admitted that 
even if the Chief Engineer had followed the system that had been 
laid down, such a thing could have happened. On being pointed out  
that in that case such things could be repeated, the witness stated 
that the Department had become wiser after this event. 

8.51. The Committee desired to know whether the system had 
been changed. The Secretary agreed that unless the system was 
changed and some safeguards were provided, such things could 
h w e n  again and again. 

8.92. On being asked whether or not the particulars of the truck 
in which the stores were taken out were noted. the Chief Engineer 
(CXI) stated that the number of the truck was not noted, but a re- 
ceipt was taken Prom the person concerned. 

8.58. The Committee desired to know as to the number of occa- 
sions on which the stores were taken by the person between October, 
1882 and January, 1963. The Secretary stated that this person took 
stores from the Fkblic Health Engineering Division, Calicut, Store 
Division, Trivandrum and from Calicut and Cannanore divisions. On 
being asked whether he took stores from various stores on several 
occasions with one authorisation from the Chief Engineer, the wit- 
ness stated that the authorisation from the Chief Engineer was not 
for all the Divisions. The witness stated that the person went from 
one place to another and had duped four or five offlcess. After leav- 
ing Trivandrum, he went to Madumi and had duped the Madurai 
Municipality. The Inspector General of Police had stated that t he  
person was an inter-state cheat and the I.G. of Police had not been 
able to detect him yet. On being asked about the stage of the police 
investigation, the witness stated that the Department had been told. 
that the case was still under investigation. 

8.54. On being asked as to how the letters addressed to the per- 
sons C/o Collector, Cannanore were not returned to the senders or. 
taken delivery of by the person the Secretary stated that according 
to the person, he was of the field survey unit and that he had to c a m e  
and conect the letters. 



4. &. Tkg G p ~ i t t e e  degirec! k, know vyhetbr the A t w i c  $paw 
C u m W j o n  wgrp h f o w d  after the wteridg w w  given to him. 
The Secretary W e d  that the Atqwic @ n e w  Cwnlnhioq ww 
iniurwd be.wuse the perspp had pmmised to w t w ~  the materials ip 
Swo or tbrw months. Within thqt tirqe, the Qppqrtment did nDt 
h o w  who was his syperior oHcqr or to whom thp &partrqent &odd 
write. The Secreta~y stated that the case could not be justified from 
the point of view of propriety or stores rules. All that coyld be said 
Was that the persan had cheated not only the Kerala Government but 
also the Madras Government. 

8.56. On being qsked about the dates an which the fraud was 
committed. the Chief Engineer (G&I) stated that the fraud was com- 
mitted on 6th December 1962. 19th January 1963 and 9th February, 
1963. In reply to a question, the witness stated that on 25th Feb- 
ruary, 1M3, the Executive Engineer, Buildings and Roads Calicut had 
informed about this to District Collector, Cannanore. The letters add- 
ressed to the pelson were kept in the Collectorate and the Collector 
had asked the police to enquire about the person. 

8.57. Thp Committee pointed out that the Executive Engineer 
could not have given the material on loan without the authorisation 
of the District Magistrate, Cannanore. The Secretary stated that the 
District Magistrate would have discussed the matter with the Exe- 
cutive Engmeer, Cannanore. In reply to a question, the witness 
stated that before the person went to the Chief Engineer. he had 
already gc~t a letter from the District Magistrate, Cannanore He had 
introduced himself as an  Assistant Director and had approached with 
a written request for the loan of M. S. Rods and C. G. sheets. The 
application was on printed letter heads. -4fter personal discussion 
with the District Collector, the Executive Engineer had instructed 
the Junior Engineer to issue the required quantity on 5th November. 
1962. 

8.58. On being asked about the authority under which the District 
Magistrate had made the recommendation. the Finance Secretary 
stated that it was obviously an error on the part of the first offlcer 
who ought to have asked for the credentials of the person. 

8.59. The Committee pointed out that the Government of Kerala 
had issued an order to recover 10 per cent of the loss from the Chief 
Engineer which was later waived and desired to know the circum- 
~tances under which it was done. The Secretary stated that of ig~lai lv  
the recovery of 10 per cent was ordemd on the ground that the bie f  
Engineer and the omwn concerned were at fault in not having veri- 



fied the credentials properly. It  was also thought that it might not 
be possible or correct to recover the whole amount from the ofacers 
concerned. Thereafter the officers had represented against the order 
and in view of the circumstances of the case in which the.officers were 
really cheated, it was decided to write ofY the whole amount. On 
being asked about the grounds on which it was decided to waive the 
recovery of the amount, the witness stated that even in the first order 
it was stated that there was no mak fides on the part of the officers 
and they had been cheated. The Government took a lenient view of 
the matter and a token recovery of the 10 per cent was ordered. 

8.60. In reply to a question, the witness read out the representa- 
tion of the Chief Engineer. which was as follows: 

"I have received the above Government Order and romnuni- 
cated the same to Shri- . . . . . and Shri. . . . . . 

The Government ha1.c conceded that in the case u;iticr rfcr- 
ence we were cheated by a clever imposter. This man was 
carrying on his activities in the garb of a Research Officer 
of the Atomic Energy Commission for sweral months in 
Cannanore District and the then Collector Shri . . . . could 
not find him out, nor even entertain any suspicion. It is, 
therefore, that laone of us who had only a few minutes 
personal talk with him could have any suspicion. To be 
cheated itself was a punishment In a sense; to be pun~shed 
for being cheated in a case of this type is hard. 

The irregularity committed by me and by the others was that 
I permitted the loan of M. S. rods and C. G. Sheets in 
anticipation of Government sanction. In the course of the 
execution of my duties and responsibilities as Chitbf Engi- 
neer I have very often to take decisions in anticjpatiou of 
sanction. I have done this on many ~ c c a ~ i o n s  and my 
actions have been invariably approved by GovPmment. 
Hereafter also I may have to do likewise. To punish me 
for shouldering responsibility with the best of motive will 
be hard also. 

I therefore request you lundly to have this matter reconsidered. 
I may be permitted to explain this in person to the Ad- 
viser." 

8: 61. The Committee desired to know whether, the sanction of the 
Gwernment was obtained by any officer after the Stores were' glven. 



The Secretary stated that the stores were issued under the orders 
of the Chief Engineer and the others had not taken the sanction. By 
the time they began to think about it, the fraud had been committed. 
On being asked whether it was not the practice to obtain the sanction 
of the Government for any loan of materials the witness stated that 
the Chief Engineer should have taken steps to obtain the sanction. 

8.62. In answer to a question, the witness stated that the Depart- 
ment was first cheated in November/December, 1962 and the Depart. 
nlent came to know of this in February, 1963. It  was reported to  the 
police after about two months. The Committee pointed out that 
during this period, nobody took steps to regularise the case. 

8.63. Explaining the background of the case, the Inspector General 
irf Police informed the Committee that the District Magistrate had 
I ' ~ Y C A  ;i letter of introduction to the outsider who had called himself 
a h  tht. Asstt. Director of the Atomic Energy Commission working in 
a field unit. With the help of the introduction letter, he went to 
\?nrlous people and had collected articles from them. In one of the 
earlier caws, which had happened in Cannanore, he took some articles 
and had returned the articles to the concerned people to create con- 
tidence in him and later he had given his address as 'Care Collector 
Cannanore'. It was only. when the Collector had noticed a publication 
in the Madras paper that a man who had called himself as an agent 
nf  the Atomic Energy Commission was wanted by the Madras Police, 
tha t  the Collector had tried to find out as to who this man was and 
tried to get at him. When he was not located, the Collector had in- 
formed the police about the man and later on it was revealed that 
various offences were committed by this particular man. On being 
asked whether the Collector in any way had helped the man and 
whether there was anv letter of authorisation from the District 
Magistrate, Cannanore, the Secretary. Public Works Department 
stated that he did not have any information on any of the file. 

8.64. In reply to a question, the Inspector General of Police stated 
t h ~ t  the then Collector of Cannanore appeared to have written a 
series of letters to various authorities asking them to render assist- 
ance to this man. On 24th September 1962, this man wanted some 
materials from the Principal of Government Polp-technic, Cannanore 
and the Collector had written a letter endorsing the request of this 
man to supply the materi~ls.  Again on 10th October 1962, this man 
had met the Collector and wanted him to write a letter to the Chief 
Engineer (Electricity) , Trivandnun requesting tor M.S. Rods and 
C. G. Sheets etc., on loan and he had pramtPPd that he would Feturn 



ill! these mgwiqls ~ h p n  he got from DGS (Snqth section),. A,ceprol- 
ingly, a D.O. letter y w  s ~ q t  to the Chief %@peer. Tllis p'in hgd 
# l s ~  wanted the Collectar t~ rpconynend his reqypqt. fqr sqme 
mqtcrjals to the Execytive Eqgiqeer (Electricity Div~siun) C~nnanqre 
gnq the Collector hqd a c v w h g j y  r ecom~esded  his request sver the 
telephone. There were three instances where letters were given re- 
commending the request. 

8.65. 0 p  being asked whether during the course of the investiga- 
tjm, a statement was taken from the then Collector as to the basis on 
which a letter was given to this man who ultimately turncd out ta be 
a cheat, the witness stated tbat there was a normal statement in 
which the then Collector had stated that he thought that he was 

honest mas and he was in+~sled into giv~ag t\le letter. The w t -  
 pis &ted tbat the question gs to how he was misled was not gone 
* to  in detail. 

8.G. The Committee desired to know whether any explanation 
was called for by the Government from the then Collector of Can- 
nanore in regard to the basis on which the letters were given by him. 
The Secretary, Public Works Dewrtment informed tile C~mrnittee 
M t  far as PWD was concerned there was no information on the 
tiles nor any mention that the articles were given on the recommen- 
&tion of the Collector. Now that it had been brought to their notice, 
the Department would ask him to explain. On being asked whether 
during the course af the investigation, the Po l i c~  Department had 
apy occasion to suspect any complicity between the officer and this 
pan, the Inspector General of Police stated that the letter of the then 
Callectar was accepted on its face value. The investigations had now 
revealed that the then Collector had no malafide intention while 
~iu ing  a certificate and recommendqtion to this person and he was 
appwently misled. The Police Department had no evidcnce to doubt 
that there wqs ?nything wrong on the part of the then Collector. 

8.67. In r e ~ l y  to a question, the witness stated that the investiga- 
tion by the  lice was mare on the lines of tracing the property which 
l& beep ta4en away by th'is person and to trace him and to prosecute 
Pjw far the ywious offences that he had committed. In the course 
of swh investi@tiof)~, no material had come into possession to doubt 
the omnal  prepise that the then Collector had acted in good faith in 
W i n g  the rpmmeqdqtion.  The witness further added in reply to 
9 que@iap W t  if at any @age anything incriminating was found, 
it -4 be neylorted to Government for taking any action as the Cov- 
otsscenr *ght dsem at. 



Q@, The CFynmittee desired to b9.w the terms of enquiry. The 
lwwtor Cenptal of Pojice stated that tbe e~quiry was sfqrt.ed oy a 
letter f r m  the CoQxtar campl~iniag t~ tbe Qiqtrist Syperintendeqt 
p$ the activitigs of this person. The G~venunen t  did not come into 
tlw pictux& at that stage. The RSP had asked the Inspector to re- 
gister an offence and investigate. When the CID had heard of this 
case and its ramifications they took up  the case for investigation. On 
being asked ahout the stage of the enquiry, the witness stated that 
the property was not found and the person was absconding. There 
was enough ev~dence which would be recorded gnd kept till the 
person was found. The witness further stated that the person was a 
known criminal of Hassan District of Mysore State. Thc Deptt. had 
a photograph of this man. The photograph was shown to several wit- 
nesses who had identified him. His photograph had also been pub- 
lished in news papers. 

8.69. On being asked whether the matter was referred to the 
Home Deptt. of the Government of Kerala, the Secretary Public 
Works Deptt. stated that only eases of corruption were referred to 
the Home Deptt. In the present case, the Deptt. did not think that 
there was any case of corruption. It looked as though it was a 
s tqight  forward case and it had already been taken over by the 
Inspector-General of Police. 

8.70. On being asked whether the fact that several letters intro- 
ducing the person were written by the Collector did not raise any 
suspicion in the mind of the police and the police Deptt. did not 
think it necessary to refer the matter to the Government, the witness 
stated that the Government were aware of the case. 

8.71. Explaining the case, the then Collector of Cannanore inform- 
ed the Committee that he did not remember the case in detail be- 
cause it had happentxi 2 or 8 years ago. The outsider went to his 
d i c e  and had represented that he was from the Atomic Energy 
Cemmission and had stated that he was the Asstt. Director. He had 
stated that some letters would come to him from Atomic Energy 
Comamission and those should be handed over to him. The w i t n e ~ s  
staked that it was not an out of the way procedure for any oflice. 
The ofilce had received mme letters and handed over those letters to 
him. The outsider once went to see the witness in his office and had 
s t a t 4  that he was working on the Atomic Energy Commission on 
the Coastal lines. The witness further stated that sometime earlier, 
circulars were received from the Board of Rpvenye to  t b  effect that 
A-ic %era Commwon was conducting 8 survey and those oPBcers 
W t  approach for spirit pe-ts etc., an4 % w m  to be assisted 



whenever they approached for assistance. The outsider came to him 
and wanted some permits for asbestos etc. and the outsider was told 
that they did not issue permits and that he might contact some 
private merchants. Some private merchants went to his ofice and 
had attempted to help the outsider. The outsider had established a 
kind of bonafide in the district. 

8.72. Again the outsider went to  him and wanted some sheets 
and had stated that he had some permits but the stock was not avail- 
able with the stockists. The witness had told the Executive Engineer 
that he might consider helping him and that was how the letter of 
recommendation came to  be given. 

8.73. On being asked whether the witness informed the Deptt. also 
besides informing the police after he came across the news item, the 
witness stated that he had informed the Deptt. and had also written 
a D.O. letter to the Chief Secretary. 

8.74. On being asked whether any efforts were made to contact 
the outsider after the news items was seen, the witness stated that 
efforts were made to trace his movements. 

8.75. In reply to a question, the witness stated that the DPstt. 
Collector was not merely a magistrate. he was the person, who conrd- 
inated the work at the district level. 

8.76. The Committee have hardly ever come across a case of such 
a peculiar nature where a criminal had successfully cheated responsi- 
ble Government servants and had obtained Government stores, not 
once, but several times in different States. 

8.77. The Committee had taken detailed evidence of all the oUicers 
involved in this case. It  transpired that tbe person who cheated Cov- 
crnment had posed as an Assistant Director of the A t d c  Energy 
Commission, produced printed letter heads, secured the confidence of 
the District Magistrate, Cannanore and after obtaining letters from 
him succeeded in taking away, in transport, procured by himself, 
stores from Govt. Dept. with the approval af the Chief Engineer. 

8.78. The Canmittee feel that there are several aspects of this care 
which reveal lacunae in procedure and practice that had facilitated 
Che cheating, which can be summed up as follows: 

(i) There was no written intimation in advance from the Ato- 
mic Energy Authorities about rendering assistanre to any 
of their otlticets in that particular area. . - . . 



(ii) In the absence of such an intimation complete reliance by 
the officer of the rank of a cot lect~r  merely because of a 
printed letter head produced by the impostor is a strange 
f hing. 

(iii) The then collector was perhaps too gullible in accepting 
the identity of a complete stranger and issuing letter of 
recommendation in his favour. 

(iv) Even though there was a letter of recommendation from 
the collector, Cannanore, the procedure for obtaining sanc- 
tion for giving the material on loan should have been fob 
lowed and not deviated from. 

(v) No action was taken to replar ise  the issue of the stores on 
loan even after they were issued under orders of the Chief 
Engineer nor was an intimation sent to the Atomic Energy 
authorities regarding the issue af the material. 

(vi) When the stores were not returned for sametime, no efforts 
were made to write to the Atomic Energy authorities, 
which wsuld have disclosed the fraud earlier. 

(vii) The number etc. of trucks which took away the stores were 
not noted down. 

8.79. The Committee appreciate the free and frank statement 
given before them by the then Collector of Cannanore. They would 
suggest however that in order to safeguard against such cases arising 
in future. it is desirable that the feasibility of introducing the follow- 
i r g  measures is examined: 

(a)  The Central Government should issue instructions to all Minis- 
tries/Departments/Organisation, etc. under them if not already done, 
that whenever any assistance is sought by their officers from State 
Government authorities, a written intimation in advance should be 
semt to State Government and a ropy of the same should be endorsed 
i m  the officer of the Central Government. The oflicer ot the Central 
Government should produce this document so as to enable the State 
d i c h l s  to establish his identity before taking any action in the 
r a t t e r .  

(b) The procedure regarding issue of stores, either on loan or  
etherwise should be tightened up and suitably amended to plug the 
loopholes brougbt to light in tbis case. 



8.86. bttimitbe ha* that *it& tht d~wilQd ihfbrkatiom 
~vtlilabit! with tht bbliclk, thby oCldald brb a& t6 m c l e  tkb case vige- 
mtksly and afibrehend the tulpiit. 

Loss clue to clodding of cement, S. No. 10, pp. 130-131-App. VI, Part 
11 (Audit Repod,  1964) . 

8.81. Losses due to clodding of cement were noticed in the under- 
mentioned four divisions of the Public Works and Public Health 
Engineering DPpartments. In  two cases, the losses were written off 
by Government, while in the remaining two cases the ofders of Gov- 
ernment are awaited (April, 1964). 

- - -- - -  - - - - 
S1. Division Quantiv Valut Rcrnarks 

No. of cement RF. 
cloddcd 

I Bridges 
Division 
Kottayam 

2 Bridges 
Division, 
Alwaye. 

3 Irrigation 
Division, 
Kanhangad . 

4 Public 
Health 
Division 
Akppky. 

Cwts. 
5 78 3,613 Cement stocked at worksite 

dbdded in August, 1958. The  
loss was stated to be due to 
unusu~lly high floods. Th 
109s was written off by C~ov. 
ernment in August, 1962. 

1,610 I 1,464 Clodding of cement in stock 
noticed in May, r g 6 0  and 
December, 1g6r *as attri- 
buted to the receipt of Supply 
during rainy seacmn. 

729 4,182 Clodding of cement was noticed 
in November, 1959. The 1o.s 
was attributed to defective 
storage conditkm. Orders for 
write off of the loss are awaited. 
(April, 1964). 

367 2,753 Cement was reported to have 
clodded due to leakage of 
water into the store on ac- 
count of heavy faifis in S t p t d -  
ber, 1962. ' f i e  1- wan twit- 
ten off' by Government in 
December, I 963. 

-- - 
8.82. The Committee desired to know the reasons for the abnormal 

delay in the investigation of the losses. ' h e  Secretary admitted that 
there had been delay whtch could not be explainka. fie Coinmitt& 
drew the attention of the witness to the fact 'that the Stkte Publie 



Accounts Committee had repeatedly emphasised the need far pmmpt . 
action in the matter of investigation of losses and desiredPto kno* 
as to why no action had been taken in that direction. The witness 
stated th'at the Department was taking all possible steps to set the 
things right. Sometimes cases came to their notice a little later. 

8.83. On being asked whether any new system had been intro- 
duced, the witness stated that no new system had been introduced. 
In a case like this, a large number of officials was involved. Where 
the Deptt. had to get the replies from the lowest officer, there was a 
long channel through which these had to come. Hence there was 
always some delay. 

8.84. The Committee note with regret that there was no justifica- 
tion for the delay in the investigation of losses disclosed in this case. 
They desire, therefore, that the existing procedure should be tightened 
further so as to reduce the delays in such cases. The Committee 
also desire that the Public Works Deptt. and the Public Health b- 
gineering Deptt. should take special precaution to prevent clodding 
af cement during storage or transit. 

K a t t a ~ n p a l l y  Project, para 44, pp. 48-49 (Audit Report. 1965) 

8.85. The Kattampally Project, a multipurpose scheme in Can- 
nanore District for irrigation, flood control and cornmunicntions 
was sanctioned by Government in November. 1957. It was szheduled 
to be completed by 1961: but it is now programmed to be completed 
only by 1965. 

(a) Some particulars of the cost, nc . ,  
of the scheme arc g i v ~  helo..v : - 

( i )  Cost of construction : 
(in lnkhrr of 

w=4 
Original estimate (1958) . 31 '49 
Revised estimate (November, 1963) . 4 7 ' 9  
Actual expenditure up to end of July, 1964 (work is in 

progress) . 32.86 

8.86. The increase in the estimated cost of the project was stated 
to be mainly due to (a) extra cost due to change in design of the work 
(as. 8.09 Iakhs) and (b) inadequate provision for regulators, shutters, 



mwigation lock, etc. and depreciation for heavy tools and plant and 
increase in the  cost of material and labour (Rs. 9.02 lakhs). 

(it2 Area to be benefited : 

Original estimate ( I  958) . Irrigation of about 4,000 acres and 
reclamation of 1,000 acres. 

Revised estimate (propi>sed in No- Irrigation of 3, I 68 acres (assessed 
vernber, 1963 ; awaiting sanction after verification by the Revenue 
of Government). Department) and reclamation of 

1,000 acres. 

(iii) Anticipated return on the capital in\?ested without taking into 
account interest charges : 
Original estimate (1958) . ~ e r o p e r  cent. 

Revised estimate (November. 1963) . 0.54 per cent 

8.87. The shortfall in the estimated revenue return according to 
revised estimate was attributable to the upward revision of the  esti- 
mated cost and a decrease in the area benefited. 

8.88. The project estimate; also anticipate realisation of a total 
sum of Rs. 5.14 lakhs by way of betterment levy over a period of 
twenty years after the commencement of irrigation. 

(b) Abandonment of foundation wells 

8.89. Out of 36 wells constructed in October, 1958 for foundation 
of salt water regulator, some were found (June. 1960) to have tilted 
badly; 20 of these wells covering about 58 per cent of the total quan- 
tity (983 out of 1,703 running feet) were ultimatelv abandoned in 
1963; the expenditure incurred on these wells which became infruc- 
tuous was Rs. 401 lakhs. 

8.90. In August, 1963 the  Chief Engineer stated that the tilting of 
the wells was due to the 'treacherous nature of the soil' and that the 
efforts made to rectify the  defects were 'of no avail'. 

8.91 The Committee desired to know the circumstances under 
which the whole estimate in respect of the project had proved in- 
correct. The Chief Engineer (C&I) stated that the original estimate 
which was based on a preliminary investigation gave the area as 4000 
acres. Subsequently the ayacut was examined in detail and it was 
found that there was shortage of the area to be benefited. The .in- 
crease in cost was mainly due to ( i )  the treacherous nature of the  
mil; and (ii) increased cost of material and labour. On being asked 



as  to why those difficulties were not taken notice of when the scheme 
was prepared, the witness stated that the Deptt. knew that there 
would be dficulties and the delay was also due to those difiiculties. 
O n  being Pointed out that when the difficulties were known proper 
dlowances should have been made in that regard, the witness ad- 
mitted that it was a mistake. 

8.92. The Committee desired to know whether the scheme had 
been completed. The witness stated that the scheme would be com- 
pleted by next summer. When the Committee pointed out that the 
estimated cost had gone up  by more than 50 per cent the witness 
stated that it was due to technical difficulties. There were certain 
things in regard to the nature of the soil which could not be foreseen. 
Only during actual work, the Department came across the difficulties. 
On being asked whether there was any method of testing the soil 
conditions, the wjtness added that the soil conditions were tested and 
inspite of that there were difficulties in this kind of treacherous soil. 
On being asked whether the soil conditions could not be examined to 
see whether the soil was treacherous or not, the witness stated that 
i t  was very difficult unless there was elaborate test. Tests were 
carried out in the same soil, some wells were all right and some got 
tilted. 

8.93. The Committee desired to know the special difficulties as a 
result of which the estimates had gone up by 50 per cent. The witness 
stated that  the work consisted of a regulator, a lock and embank- 
ments. The regulator was founded on rocks sunk on clay soil. A 
number bf wells got tilted during actual sinking. The regulator sites 
had to be slightly shifted and then more wells were put. Some wells 
had to be abandoned. 

8.94. The Committee pointed out that the explanation given to 
Audit was that the investigations were not complete and full because 
of the urgency of the work and enquired whether proper investiga- 
tions were done or not. The Secretary stated that the work was taken 
up in Malabar area. "There was a lot of public agitation that such 
works should be taken up very quickly." Investigations were done 
and the work was taken up. The witness admitted that if i t  had 
been investigated much more fully, the estimate would have been 
more realistic and many of the pitfalls might have been avoided. The 
witness further urged that at certain times in certain cases there 
might be genuine difficulties. The Committee pointed out that if 
there were genuine dimculties, that should be brought to the notice of 
2883 (Aii) L S - 1 0 .  



the Committee. The Committee further pointed out that there would 
be loss of public revenue, if every-thing went wrong due to the pre- 
paration of wrong estimates and if the Deptt. took more than four 
years to complete the works and also if the return was reduced by 
50 per cent as had happened in this case. On being pointed out that 
the scheme would not have been undertaken, if the return was to be 
only very little, the Secretary stated that there was the question of 
local demand which had to be considered. In reply to a question the 
witness admitted that the Administration might have had second 
thoughts about the works, if it was pointed out at  that time that the 
scheme was going to cost double the estimated amount; the return 
was going to be reduced by half; the area to be benefited was to be 
reduced by 25 per cent and the scheme was to take over four years 
more. In reply to another question, the Chief Engineer (G&I) stnted 
that the estimates were further revised to Rs. 52.81 lakhs and added 
that it was hoped to complete the works within the amount. 

8.95. The Committee feel concerned to note that the Kattampally 
Project estimated to cost Rs. 31.49 lakhs in 1958 and scheduled to be 
completed by 1961, was now expected to be completed by the summer 
of 1966 at the revised estimated cost of Rs. 52-81 lakhs. On top of that, 
the estimated return on capital invested has also been reduced by 
about 50 per cent and the area to be benefited has been reduced by 
25 per cent. These facts indicate that there has not only been defec- 
tive planning of the project, but also there have been defects in its 
execution. One of the reasons was stated to be the treacherous nature 
af soil. But it was admitted in evidence that investigation had not 
been made fully. It  is not therefore surprising that estimates based 
on incomplete investigations proved so unrealistic. The Committee 
also deprecate the abnormal delay that has occurred in completing 
the project and hope that it would be completed by the revised target 
date indicated to them during evidence. 

8.96. The Committee also recommend that in planning and estimat- 
ing such important projects, detailed investigations should be made 
before band to prepare more accurate estimates both regarding time 
and money required for the project. 

Eztra ezpenditure, para 44(c), p. 49- (Audit Report, 1965) 

8.97. Of the four quotations received in June, 1960 for the supply 
and erection of 15 regulator shutters, the lowest was from Public 
Works Workshops and Stores, Madras; but orders were placed in 
January, 1961 with the highest tenderer (a firm, in Mysore State) 



on the ground that this flrm had undertaken similar work in two 
other projects and that the lowest tenderer was not very keen in 
taking up the work. The extra expenditure amounted to about Rs. 
1.32 l a , .  None of the 15 shutters and 2 lock gates (cost R.5. 4.01 
lakhs) received between November 1961 and August, 1963 has 
been put to use so far (December, 1964). Further, two of these shut- 
ters (proportionate cost Rs. 0- 49 lakh) have been rendered surplus 
consequent on the change in the design of the regulator to be used 
in the project. The Department has not found alternative use for 
these two surplus shutters (December, 1964). 

8.98. Explaining the position in regard to the supply of regulator 
shutters, the Chief Engineer (G&I) stated that one tender was from 
Tungabhadra workshop which was a Government concern. The 
lowest tender was from Madras PWD Workshop which was not a 
firm tender. The Madras PWD Workshop had given only the appro- 
ximate cost. It was known from personal contact that they were not 
very eager about the work. In reply to a question, the witness stated 
that it was not a tender but only a letter. On being asked about the 
second and the third lowest tenders, the witness stated that the other 
two tenderers had never done any shutters before. The Madras PWD 
had stated that they would do the work as and when thev were free. 
The Workshop was not a commercial venture, but did work for their 
own Department. As far as supplies to Kerala PWD were concerned. 
they were not in a position to give a firm price. Secondly, the Chief 
Engineer during the course of personal discussion got the impression 
that the Madras PWD Workshop were not agreeable to do the work. 
The Tungabhadra workshop was also a public sector company who 
were agreeable to give a firm price and as such they were preferred. 

8.99. The Committee pointed out that the quotation given by the 
Madras PWD Workshop and the Tungabhadra workshop were 
Rs. 5,03,600 and Rs. 7,04,800 respectively. The views of the Govern- 
ment presumably were quite different at that time from what had 
now been stated. At that time it was the opinion of the Department 
that the Madras PWD workshop had ameed to do the work on no 
profit no loss basis. 

8.100. The Committee drew the attention of the witness to the 
communication dated 30th March 1%2, and enquired as to when the 
orders were placed. The witness stated that the orders were placed 
earlier. The Committee pointed out that after the orders were placed, 
the Department wrote a letter to Chief Eagineer almost taking him 



to task for his action and enquired as to how the Department could 
justify what the Chief Engineer had done then. 

8.101. The witness stated that the Government had examined the 
question and eventually on 19th August, 1963 had satisfied themselves 
about the action of the Chief Engineer that he could not accept the 
lower rate quoted by the Madras PWD workshop since they were not 
able to give full technical clarification required. Moreover, they 
were also not in a position to do the work as they had other works 
for their own Departments. 

8.102. The Committee pointed out that the orders were placed in 
January, 1961 and the Department had written a letter on 30th March 
1962, after 15 months. During that period, the case was examined 
and it was found that works were very costly and the Chief Engineer 
was taken to task. The Secretary stated that the Chief Engineer in 
his letter of December. 1962 had stated that- 

"About the other points. I may state that Government Engineer- 
ing Workshop, Madras, is purely a Govt. concern and 
according to their terms the costs quoted are only approxi- 
mate and the charge will be made according to weight. 
So, it is not correct to analyse the position purely based 
on this approximate quotation. Only after they had res- 
ponded to the clarifications raised. their quotation would 
have been considered. Besides, the Govt. Engineering 
Workshops, Madras has plenty of works for their own 
State and they are not very keen to take up works in other 
States. But the other project (Tungabhadra Steel) 
which was also a Govt. concern insisted on large scale 
manufacture and they are doing the manufacture of irriga- 
tion shutters for Neyyar Irrigation project and the Periyar 
Valley Irrigation Project. Th? are quite experienced in 
this line and our dealings with them have been very satis- 
factory. Because it was Tungabhadra Steel Project and 
since they showed keen interest, the work was awarded to 
them. Everything has been done in good faith for this 
award of the work to this reputed quasi-Govt. concern. 
The circumstances under which the work was awarded 
have already been explained in detail in my previous 
letters." 

8.103 On being pointed out that the letter did not give any addi- 
tional information except that it was done in good faith, the witness 
stated that it was again the personal judgement of the Chief Engineer 
that they would do the work better. 



8.104. The Committee pointed out that the difference in rates was 
very substantial viz. Rs. 2 lakhs in a contract of Rs. 5 lakhs. The 
witness agreed when it was pointed out that the rates could have 
varied both ways as the Madras PWD Workshop had agreed to work 
on no profit no loss basis and they too had the experience regarding 
shutters. 

8.105. The Committee are not convinced of the arguments advanc- 
ed for placing orders with the highest tenderer, ignoring the lowest 
tender resulting in an extra expenditure of Rs. 1:32 lakhs. 

8.106. It is surprising that the opinion of Government changed as 
regards placing of order with the lowest tenderer later when they 
ratified the action of the Chief Engineer who claimed to have placed 
the order with the highest tenderer in good faith. One of the reasons 
put forth in evidence was that the Chief Engineer in the course of 
his personal discussion gathered the impression that the Madras 
Workshop was not agreeable to do the work. The Committee find 
r o  evidence in support of this contention. On the contrary they find 
that the Chief Engineer had not given sutficient time and technical 
data to the Madras Workshop. who had originally agreed to do the 
work on no-profit no-loss basis. 

8.107. The Committee are of the opinion that the action of the 
Chid Engineer in ignoring the lowest tender resulting in the extra 
expenditure cannot be fully justified. 

8.103. The Committee would like te be informed of the efforh 
.made to find alternative use f a  two surplus shutters. 

Anti-sea erosion worb, para 46, pp. 51-58 (Audit Report, 1965) 

8.109. Anti-sea erosion works intended to potect the coastal areas 
of the State from erosion by tidal waves were started towards the 
end of the First Five Year Plan period. Pending availability of the 
results of model studies at the Central Water and Power Research 
Station, Fbona the construction of a sea wall. one mile long, was 
completed at Mannasseq in 1956 at a cost of Rs. 10.30 lakhs. Based 
on the recommendations of the Research Station. more comprehen- 
sive programmes of constructing sea walls with groynes, were un- 
dataken. The expenditure upto the end of March, 1964, amounted 
to Rs. 4:66 mores; this has been financed fmm loans received from 
the Government of India 

8.110. The expenditure incurred for the construction of groynes. 
amounted to Rs. 2:20 mrea upto August. 1964 in nine out of ten 



divisions (information regarding Trivandnun division awaited); the 
expenditure has not been fully fruitful so far as indicated below: 

8.111. According to two American experts who visited the State, 
one during October-November, 1963 and the other during Much- 
April, 1964 to study the problem of sea-erosion at the instance d 
Government of India, the present construction of groyne8 at inter- 
vals, without providing nourishment in between was harmful to 
adjacent reaches. The experts also recommended that a kmg range 
data collecticm programme on geomorphology, charaderistice of 
materials of the littoral zone, forces pertinent to littoral zone, vh., 
waves, currents, winds and tides, shore history, etc. should be initid- 
ed and the result be made use of in planning, designing and am- 
strutting shore protection works. Accordingly, the State Chid 
Enpeer ordered in May, 1961 to stop further constxuction of 
Broyn'= 

8.112 One work on an experimental programme of prowding 
beach fill and artificial nourishment with sand estimated to coart 
Rs. 5-08 lakhs was taken up in March-April. 1964 under the gwdance 
of one of the foreign experts for a length of one mile and a furlong 
at Purakkad. The work was, however, discontinued in June. 1964 
after incurring an expenditure of Rs. 2.19 Iakhs; it was stated that 
the Department was not able to check the erosion for want of the 
required equipment capable of pumping about 5000 c. yds. of sand 
per day from a source wh~ch was about 24 miles away. The Depart- 
ment is proposing to try the experiment at some other plecc afier 
procuring the required machinery and equipment. Certain proposals 
for procuring the machinery required for the experiment are stated 
to be awaiting sanction of the Government of India (March, 1W) .  

8.113. The following further points were noticed in audit: 

(i) Out of 61) works (aggregate estimated cost; Rs. 6.10 crorsr) 
taken up far execution during December, 1857 to Nay, Ig(W 
in nine divisions, 33 warla were commend before receipt 
of sanction to detailed estimates. For 14 of thmm worb, 
sanction0 to detailed estimates suc awaited (Novsmkr. 
1-) ; the total expendtture incurd on them upb Augwt, 
1964 was Ib. 45-34 lekhs. 



(ii) In the report of the Chief Engineer (Irrigation) p r e p 4  
for the benefit of the American expert who visited the 
State in October-Nwember, 1963, it was stated that 
damages had occurred to many of the groyne8 d sea 
walls and that in certain places the sea w a b  had sunk. 
In reply to an Audit enquiry, the Chief Eigher stat& 
that the causes for the damagca were not investigated due to 
lack of suRicient technical data and modem equipment far 
field data collection. The extent of damages has not 
been assessed. 

8.1 14. The CommSttee desired to know whether the Central Water 
and Power Research Station, Poma was again conwfted after the 
construction of further gropes was stopped. The Chief En- 
(G. & I.) stated that the Central Water and Power Research Station, 
Poona was also working with the Amerwan experts. On being ask- 
ecj whether the Research Station concurred with the opinion of thr 
American experts, the d t n w  stattd that there was difference of 
.opinion. In rep1 y to a question, the witness stated that the American 
experts were sent by the Government uf India. There was sam 
difterence about the effectiveness of the gn,ynes, which according 
to  the witness uqas not material. 

8.11 5 The Committee deslred to know why, when the work of 
anti-sea erosion was taken up for the first time. the Department did 
not wait for the recommendations of the Central Wafer and Power 
Resoarch Station. The witness stated that the very Arst work was 
done by the State before the ;Plan period without consulting the 
Research Station During the Plan period, the Research Station, 
Poona was consuited and subsequently the designs were prepeued 
by them The Committee wanted to know if the need was not felt 
in the beginning, haw the need a m  afterwards. The witness stated 
that in the begrnning the work was done by Madras and Cochrn by 
takmg up small erosrans and 1 t  was dane. to the extent of tbdr own 
knowledge The Research Stahon, Paow %*as mconsulted, when it 
came into the Plan and was taken up on a big scale. 

8.116. Ip reply to a question, the Joint Secretary, Ministry of Mn- 
once. Government of India, informed the Comrn~ttee. that the see- 
emdon in KerPltr was a big problem and the Government did not 
h ~ v e  adequate experience anywhere m India. A lot of inveatigr- 
tion had to be dane and investigation could not be done in two ur 
three months' Mme but i t  might take clwnr a year. In the mcurwhik 
some sort of experimental work was doat. The d o n  scheme was 



something which had yet to be prepared. It  had to be studied and 
only then the work could be done. 

8.117. The Committee desired to know the results that had been 
achieved under the scheme, which was going on for 10 years and on 
which more than Rs. 4 crores had been spent. The witness stated 
that the areas were being protected, but the protection had not be- 
come permanent. The Department was obliged to spend more moncy 
and the effort was to reduce the cost of constructian and mainten- 
ance by improving the design. 

8.118. The Comnurtee pointed out that sonic work was taken up  
w~thout  the sanction of the Government. The Secretary, Public 
Works Department stated that the Jkpartment d ~ d  not really knrw 
where the sea was go~ng to strike. When cwsion developed 111 the 
u e a  which the Department thought was protltst~d and whrre IS was 
not expected. work had to be taken up He added that son~etlmcs 
it so happened that the local Executive Engincrr and Superintend- 
ing Engineer took up the work. He might consult the C h ~ r f  Engi- 
neer on telephone or h e  rrught contact the Mtnlstrr or wtld a telc- 
gram to him and the N ~ n ~ s t e r  m ~ g h t  ask him to do the work at oncr. 

8.119 The Comrn~ttee pointed ou t  that the Department had requir- 
ed a particular type of machtner~  and enquired as to how the work 
was taken up In the beginning without that rnach1ncx-y. The Chid 
Engineer stated that the work was taken up as 8 pilot s:)reme which 
was done under the adwce of American experts. On being asked 
as to how the scheme was taken up without the rcqurred machinery, 
the Secretary stated that there was no mach~nery available In Indm 
and further added that the scheme was dr-FCtliPsPd at the highest ievd 
The Minister of Irrigation and Power had called all the people and 
subject to their general guidance American experzs had t r ~ c d  to 
utilise the exist~ng machmety. 

8.120. At the instance of the Committee, the Publ~c  Works Depart- 
ment have furnished a note pving details of the Project, the a m w n t  
of money spent on the project, the m l t  achieved, the drf?Iculti*s 
encountered and the future programme af antiaea crwion wocrk. 
(Appendix LIII). 

8.121. The Comm~ttee note that according to the cstrmrtcs, a total 
outlry of about Rs 30 crores may be required for giving pmtrcticm 
to the entire coast line of the State of Kwala. 7 % ~  expenditure w 
far incurred on this Project during the thrw Five Y n r  Plans ugto 



the m d  of October, 1965 is Rs. 594.37 lakhs. The physical achieve- 
memts are stated to be as under: 
- "". -- * -- - -  --- -" . - " - - ----- - - - - 
1st  Five Year Plan . . One mile of .wa wall was constructed as 

an urpcrimcntal measure. 

2nd Five Ycar Plan , . 19 miles and I r!z furlongs of sea wall 
with goynes were arranged and a h ~ u t  t 5 

\ mil- of uca wall with proyncrs were c m -  
plctcd. 

3r~1  Five Year Plan . . Ahout t y  n u l t ~  of sea wall with groyncs 
havc been con.itructcrl upto the en,! of 
Octnbcr, 14165 

- - 
8.122. Tbt Committee feel  concerned to note the magnitude of the 

i ~ x k  involved in the work of onti-sea emion  in the State of ICetnSa 
and comparatively slow progrtw made so far. T& Cammittee find 
fmm the note that there iu a loss of about 15 to 30 f e d  of land every 
year in some places owing to sea erosion As an m m p k  it has becn 
rtatsd that roughly a b u t  800 acres of land in CbcUnnlm and Vppcca 
a m ,  a b u t  300 a c m  in Pallitbode and t2nthakamm.i -ion a d  ua 
equd extent in Quilandy and T e t l i c h  mrea have been co~uurned 
by erosion in the past 20 years or so. 

8 123 Oa the q u - t  of tht % t t  C ~ t m e ~ t  that tbc Govern- 
m a t  of India d e b t  tackle tbc problem at the Natimd lsozl Anrac- 
Ly the entire expenditure themselves, owing to the mrrgaihde d 
the probkm, tbc buw cxpditure involved and the State's inability 
te trlcc i t  up the Government of lndm have informed tbem that the 
eabtbq prttcrrn of financing mti-secr arosiolr worts .rrs prepad k 
ba conthud during the Tbird Plan and that a change in the pattsm.. 
d w h g  tbc Fourth PIan will, however, bt roruidtrad. 



8125. (iid) 5 cases of extra expenditure involving a toUl amount 
of about Rs. 2-87 lakh8 are given below: 

Name of work Particulars of extra expenditure Remarlrr 
of GOVt.1 

Deptt. 

fa) Constructing a sea wall (a') The contract for the work was 
pnd 3 gropes at Aryanka- senled in March, 1961 after 

P ~ o ~ p ~ e n l P ~  - inviting only limited qomn- 
=Division, Korhi- tiom *tad of opm t e n d a ;  
k d e  Estimated cost : Rs. this was stated to have been 
3.49 loltb;~. Revised esti- done on the ground of urgency 
mate : Rs. 4.24 Iskhs. of the work. The adminis- 

trative a p p m l  was, wcordcd 
by Governrrwrt in June, 1962 
and the tcchind sanction in 
Decmber, 1963. The work 
was due for complctim by 
June, 1961 ; but was actually 
cornplctd two years I,rtcr in 
June, 1963. This I ;aces 
that the non-invitation V, upen 
tmdm on the grounds of 
urgency was nor justified 

( 1 8 )  Contractor 'A' who bad quo- 
ted the lowest rate backcd out 
in the &st momcnt. 'Ihe Ik- 
partment thul accepted the 
only other offer fiom 'B' Hls 
rates being h i g h ,  this entail- 
cd an extra expenditure of 
Rs. 52,q9 campuUxl with refc- 
rcnot to the roar qwrtcd by 
A' No -1 muncy hsd 
been taken from thc tend-. 
If this had beat done, the 
exrm apendinvt wauld haw 
been minimiud to tbr extent 
of Rs. 7,000, being the mount 
of camcst money which could 
have bcm Meitcd.  

_ll__l_____"_l_. . - -  - 1-- -. .- --I.- - "_I._ "-.--. .-..".m.- "--. 
8,126. The Committee cbhd to b o w  rn to why h a h d  quotatkrar 

m?re invited in this cam. The Chid Engineer (G. & I.) staw ttut 



became of urgency, only limited quotations were invited. The Cam- 
mfttee pointed out that the work was sanctioned a year later and 
was completed only in 1963. The witness stated that the work was 
start& in May, 1961 (in anticipation of sanction). Immediate pro- 
tection was given even when the work was starkd. Completion 
took some time. 

8.127. The Committee enquired whether it was not a fact that the 
lowest tenderer backed out and when the next higher tender was 
accepted it was the lowest tenderer only who worked for the higher 
tenderer. The Chief Engineer (G. & I.) stated that he  had no infor- 
mation. The Committee then drew the attention of the witness to 
the  correspondence that was exchanged between the Department 
and the Audit and pointed out that the Department knew that the 
lowest tenderer held the power of attorney of the other party and 
was recelviag payment for the work. The witnesg admitted that he 
could not remember the pasition. 

LIE& In tbis crsc the Committee f d  I b t  tbe ~ x n e a t  was 
involved in higber expenditure becruse of same collusioa between 
the two t e n d e m  With propet v i g i l ~ ~ e  on the put of the oifker 
coaceracd situation tike tbis d have kcn 8voidad. 

8.129. The Committee would like tbe Dapuhnents to mrrlrc pro- 
pn enquiries about tbt contractors before dotting wmk to them m 
that situations like tbc ooe which vose in this case wheeby tbe 
lowest ttndetcr backed oat and tbcn wortcd for the h i g h  trade re^ 
m y  not ~(KPI. 



8.131. In regard to transport or  materials by head load whereby 
t he  contractor had derived a financial advantage of Rs. 38,000, the 
Secretary, Public Works Department stated that actually the con- 
tractors was given some extension of time on the ground that the 
sea was very rough and there was a lot of rain because of which 
he was unable to do the work. That plea was accepted by the De- 
partment. Accordingly the penalty clause was not insisted upon. 
The witness further added that if the penalty clause was insisted 
upon, there was no doubt that the Government would not have 
suffered this loss. 

8.132. The Committee trust that such cases will be avoided in 
future. 

8 . I 33 ( h )  Construction The work .tw.mirJ t o  ;I con- 
~f 4 groyne. st Bey- trarwr int .M~rch,  
pore sea mouth I m -  was to tx completed hy 
parion Division, Ke- a I The con- 
zhikcde Estimate . tractor. howcver, cxrcut- 
Rs i 16 U s  eci only I o per cent of the 

work upto the end of 
May, I*]. T h e  p w r  
prqvcss was attrihutej 
by him to insufKcicnt 
water in the river till the 
msns(xm ~ C C  in and to the 
flnc-rjs thcreaf tcr which 
hamfmcli thc work of 
t-np; rubble h!- 
country d t  through the 
river. '4s the transport 
of the rubblc aha July, 
1 9 6 1  became wry diffi- 
C U ~ ,  the OOntraCtM TC- 

7 ucstcd for arhnnced ratc 
or the trampon of rub- 

ble using an alrernativc 
route The CJlicf Fin- 
ginccr allmcd incmue 
in the rates in Nwlmbtr. 
I p6 I even though this was 
not admisgibk & c c ~ d q  
to the tcrms of agrctmcnt. 
This nsufted m m extra 
qxndirurc of &. 82301. 

Gcwcrnment ~ t a r d  in 
Dcccmher, 1 M)(T~ that 
there were change 
in the site   ridit it ions 
duc to fitwxt\. which 
the cnntracmr could 
not haw :cnticip,~td 
whilc quoting the 
ratc for con\,eyuncu 
of ruhhle 

8.134. Explaining the puntian in regard to tht extra erpnditure 
of FL. 82301, the Chid Engineer, fG. & I.) stated that them was a 
change of the condition at the site. In reply ta r question, the wit- 

stated that the t h e  gfven w u  not rdequrh. The Executive 
Pbnginsr?r might have U r n  a more realfstic view of the dtuntim 



and given more time for execution of the work. The Committee 
were informed that the contractor was the same person who had 
withdrawn from the earlier contract. On being pointed out that 
when the contract was given the contractor was prepared to e x a t e  
the work by May, 1961, the witness stated that what happened was 
that in some cases, the contractor could complete the work and in 
some cases it could not be done and many of the contractors had 
taken advantage of the situation. In reply to a question, the witness 
stated that there was a penalty clause 111 the contract. 

8.135. Thc Committee desired to know the justification for the 
payment of Rs. 82.201. The witness stated that l t  was due to the 
longer route that was rnvolved. Originally the idea was to take the 
mntcrial across the  rivcr. Because of the ~ m p s s i b I e  condition, i t  
could not be donc. The Committee po!ntcd out that it was the  res- 
pons~bility of t he contravtor tn transport the material and enquired 
es tn how the L.cpartrnc*nt was concerned w t h  the level of the water 
in tht* rivcr trr the driawed monsoon. resulting in the mute being 
longer. ?'he wltncss stntcd tha! when the contractor was unable to 
cln the work, thc Dcpartnwnt could have clther cancel ld  the con- 
t rwt  or ctruld h a v ~  persuaded the contractor to bring the materiais. 
I n  reply to a question. the Secretary stated that i t  was n+rt w b l e  
I (  jw.tt,~y thcb payment nf Rs 82.201. Cln btr~ng pointed (rut that in 
t h e  ~ a r l l e r  ccmtrac!. thc cnntructor had backed out and in the present 
caw,  the snmp rontr.m:r,r had made the Gowrnmcnt tcr suffer a Inss, 
thtb wltntbr;.: stated that !hts n s l n ~ t  of thr rnatttbr would hc. ~nvesti- 
gnttd and nc*oa%3nr.r nctlqjn t;lXrn nen*nc ?kc. contrac*ot 

13.136. Thc C'ornrnittcpc find no justi!kation for the p . y r n c d  of a 
*urn of Ks. 8 2 3 1  to the contrartar which could have been easily 
avoided It i\ trnfortutlatc that before awarding the contreet a mom 
redistic view o( the situation had mot bem taken and the fad  that 
the r m c  contractor had W e d  oat from rnotbcr work and them 
wmkcd for the higher tenderer had not becrr taken into consideration. 
The Committee desire that au iavcstigrtion into this c u e  should be 
made and witable action taken against the coatnctor 



sued on 1st July, 1961 
was cancelle~i ctnJ the 
work was d o n e 1  Qcto- 
her, r g 6 1 )  to the scxiety 
at X I  .48 toqq.28pcrcent 
below the schcdule of 
rates in force at that time 
allowing exrru lead 'lift. 

The society stiinni the The mancr was rc- 
work at Sakthikulanpmtl port& to Govern- 
in Novcmher, I yS I Thc ment in (hrtoher, 
schedule of rates wa\ re- 1964 ; their reply s! 
vised in Dcccmhcr, ry61. awa~rcd (April, I yQ). 
Although this u a s  not 
;~ppIicnblc 10 thc contracts 
already in fwce the I k -  
parmlcnt d l n u d  incrcav 
d rates to the z o c i e r )  
w ~ t h  refcrcncc KO this rc- 
v i m i  S C ~ O L ~ U ~ C  of rdtcs 
This cntuilnl an extra ex- 
pcnd~rurc of Ks 94.677 on 
qu;mtirics cxccuriccf and 
raid for uptn rhc md of 
.\larch. I 964 'I'hc work 
is in propms \ Nn\rmhcr, 
I*, 

8.138. The Committee desired to know the justificahon for (-:I- 

hancrng the rates subsequently In th~s  citse. The Chief Engir~ccr 
(G. & I.) stated that there were two different places, for the first work 
and the second work. "The second work was given to the  I ~ b c w r  
Contract Society, applymg the sanw tt*ndcr rrductmn crn thr  c-stl- 
mak that was prrpnred." Thc Con~mittet. p t n t t d  w t  thnt !c*ridcr 
was awarded at  a particular p r ~ c e  and t h ~  Dcpartrnivt had : ~ l l f t w d  
increased rates because of the subwquerit rrwslon o f  !hca s r h d u l e  
The witness stated that the tncreascd rates wrbrcb for another wr rk  
and the work was given with the approval t r f  thv Gtrvcrnment. In 
reply to a question, the  witness stated thnt tht* iipprrwal o f  t h ~  (;ov- 
ernment was obtained t%forc. thr work was given with:tul trtlder 

8.139 In reply to a questron, the wltncw statcd that thc* rattes wrrc  
revised f a r  controcu which were already rn c.utsttAncc* at that time. 

being porntrtd (rut that t h ~ t t *  w8s no lrgaj obilgatrtm t o  rncrcartnr 
the rates. the  uo;tnew stated that thprr ww rw I C R ~ J I  obligaalr)n for 
the contractor to do the work. 

8 140. The Committee pmnted out that them was &ready a con- 
tract in exutcnce and e n q u ~ r d  as to how the rmt rac to r  was not 
under obhgatron to do the work. The Sec~aosy s t a t 4  that the 
work ww gtven to the old contsllctar vit., the Sacic?ty at the rat- 

C 



which they had agreed to for the flrst work. The rates were calculat- 
ed at so much percentage below the estimates rather than so much 
rates for such and such quantity and that was how the new rates 
were given. 

8.141. When the Committee pointed out that the Department was 
under no obligation to increase the rates in respect of a contract 
which was already in existence, the Secretary admitted that there 
was no obligation to increase the rates. On being asked about the 
justification for payment of the increased rate, the Secretary stated 
that if the work had been gwen after invttmg tenders, tho Depart- 
ment would not have got more favourable rates. 

8.142. On betng asked to explain the case further. the Secretary 
stated that there were three different works Sea wall and groynes 
at  Thiruvullavvrana costing about Ks. 24 lakhs was given to  the cw 
operative society who had tendered for the work Secondly. there 
was another esttmatc amountmg to RF. 64 lakhs for anti-sea erosicm 
work In an adjacent place Thirdly, there was a protection work 
whjch was sanc-ttrmd at a mst  of about Rs. 1.72.000 Originally t he  
first work was glven to the labour contract stwety a s  such a t  tender 
rates. With regard to the other two the work was given to the 
Society. The Smcty had agreehi to do thew works at the agreed 
rates The .uanctton o f  thc Gcrvcrnment also had stated that the 
actlon of the Suprlntending Engineer in having entrustcd the work 
to the labour cn-operatrve m t e t y  at the agreed rates had bxw ratl- 
fied. The Chtef Enqneer had also stated that the Government would 
not h a w  got a mow favourable rate. i f  thc wtvk wa.; !o be t e n d ~ d  
The work had to  tw ;irranglicd at short notlee and thcrc. ;vas neccmty 
of immediate protcb#-tmn to tbe area After takmg Inti, consideratinn 
a11 these facts, the Chvcrnmcnt had ratified the artion of the  Chief 
k=nginecr which was rrorncrmw after the work had actually been 
taken up. The work was taken up at the request of the C.dlector 
of Quilon who had told t11v Supertntcndmg Eng~necr about the bad 
erasion The grncrul rrnpression was that the agrwd rates ftrr the 
prrbvwru work would be given Increased rate for labour was given 
rn rcspwt of the second work which had not bwn objcetd to by 
Audit Thin wttnefis stated that he could not give artv justrficatian 
fur giving tncrmstxi rates for the rnatenal He presumed that this 
had k e n  given on compassionate gmunds The Committee painted 
out that th r  work was gtven to the society at  thew request at  the old 
rates and dt*srn?d to know what the cornpassitrnnrp grounds wese and 
h e  justlficarwn fur Iqivrng rnmesed rates. The witness statt-d that 
in all caocrr of labour tontract society, the Department had been 
Mering much nrarr liberal terms than in rcrap.ct of ather contractors. 
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8.143. The Committee desired to be furnished with further idarc 

.mation as to what was the justification for giving increased ratcllr to 
the society when they themselves wanted the work at old rates. The 
information furnished is at Appendix LIII. 

8.144. It has been stated in the note that with regard to the work 
at Sakthakulangara costing Rs. 6'80,450, the scheduled rates for 
labour had been increased at the time of submission of the estimate. 
The Society was stated to have been given the benefit of the new 
schedule because the revised schedule came into force immediately 
after the work was entrusted to the Society. The Government had 
accepted the Chief Engineer's recommendation that the rates to be 
given to the contractor should be the estimate rates minus tender 
reduction for various items. In the other case also. the estimate for 
Rs. 1.72.000 was prepared on this basis. 

8.145. The Committee are unable to discover any raasons in this 
note or in evidence as to why increased rates were given to the 
Society who themselves wanted to do the work at old rates. In view 
of the Society's earlier acceptance of the old rates, subsequent en- 
bancement of the rates seern inexplicable. In the absence ot any 
convincing reasons, the Committet are of the view that the increase 
in r a t e  given to the Society after the work war entrusted to it was 
not justified. 

The I~wnt tcn,?cr. rtxcivcci 
f o r  thc wivk 1'1 rcspcmsc 
to J ~;111  f t ~ r  t~wier*r In 
June. 19~1) ~ ~ u l . 1  n:)t br 

mto rwo pans and nwal- 
W to two mntmaon 
rm the basis of fresh ten- 
ders invited in August, 
t c g h  and I k r m h c r ,  
r q b  rcspcatvdy T h i s  
~nvoivd an extra orpen- 
rlinrrc of shrut HII. 31 ,hW1 
ctvrnpaer IO the lowrut 
tcndcr id  Junc, rgyj 



8.147. Fkplainfng the position in regard to the m m  
of about Rs. 31,684 in this case, the Secretary stated that the delay fo 
the sanction was due to lack of provision and lack oi specif& hrndr 
for the purpose. The Department thought of getting a supplemen- 
tary grant but later it was decided that the funds would be found 
within the sanctioned funds that were available. That was how tb. 
delay had occurred. There was no provision in the year 1959-60 and 
it was sanctioned in 196041. In regard to the additional e x p d -  
hue, the splittmg of the works alone was not directly responsibb 
for the increase in the cost. On being pointed out that there w e r ~  
sufacient funds available for re-appropriation, the witness stated 
that the Finance Department had stated that if the work was urgent 
the administrative department should have taken action for getting 
administrative sanction. The witness further added that by that 
time the supplementary demands were flnalised and forwarded to 
Government of India and it was not possible to include the works 
therein. The questlon, whether any advance could be taken from 
the Contingency Fund when Parliament was in session was bein8 
examined. In reply to a questlon, the witness stated tbat the work 
was a major work. It was not a budgeted item of work. It was a 
new scheme. The Finance Secretary further added that the work 
was not a budgeted item of work and it was a new scheme. On 
being asked whether 1t would not come under any one of the sub 
heads the wtncss stated that so far as the PWD was conmrnd, they 
were authorised to take up only budge!ed i r m s  of wart  The PWD 
had a lipt of works approved by the Government. The work was 8 
major scheme costing a big amount. 

8.148. Wh~le t h e  Committee apprectate that the PUI) are autho*, 
td to take up only budgeted items of work, they feel that with fore- 
thought and proper planning, it should have been pr.s.hle to make 
surtnblc provmun for ths work 111 t h e  Stipplerncntary Budget. 

Tcndcn amt indtcd fnt tlre 
ewim work 4-1 ! the bw- 
e4t m e  mvivcf (mi 
March, rpdrl wat ar -49 
per mt htlw the m i -  
mate4 mt HI~WCVM, 
only r mrt of the wtwk, 
uis., 8;30 it of SC3 wsll 
md 3 gmym was allot- 
t d  on 4th h b c h ,  1961, 
to h e  icrwmt zcn.dcmr, 
Wb rhc @ Q U ~ ,  thtt 
dequm: fun& wem not 
mndnblt ror#cl  tbs 



The contractor had pro- 
tested in Msrch, 1g61 
against the Department's 
action in not 
swarded the entire wor 
to him. In March, 1962, 
again the contractor's wiTe 
(who was then executing 
the work, the contractor 
having died in the mean- 
time) offad to execute 
the balance of the work at 
the rate tendered on 2nd 
hiarch, 1961. The Dc- 
paruncnt did not accept 
the offa considering 
the rates to be not JU- 
Eticiently compnitivc; the 
work was subscqucnfly 
(Augunt , I 963) allotted 
to another connector rt 
lugha rates, after r 
f i sh  call of tendas. 
This cntililtd an extra 
apend i tw  of about 
Rs. 26,225 cornpard to 
the rates (tcncletcsf on 
2nd March, 1g61) rt 
which the ori&ol ocm- 
tractor had offercd ro 
artcusc the work 



Mnrch, 1961 Was - 
pleted over a period of 
three financial years 
(1-1, 1961-62 and 
1962-63). 

8150. Explaining the position in regard to the extra expeadituts 
of about Rs. 26,225 in this case, the Secretary stated that the Umita- 
tbn of work ta 800 ft. was due ?o the paucity of funds and the 
nemssity of limiting the expenditure. 800 ft. was also considered 
sufficient a t  that time as of immediate necessity. In reply to a ques- 
tion, the Chief El~gineer (G. & I.) stated that the contract was given 
on 2nd March, 1961. On being pointed out that large funds would not 
havc been required for utilisatmn befare 31st March, the Secretary 
stated that in the case of anti-erasion works, one mile might cost 
Rs. 14 lakhs. On being asked as to how much funds would have been 
required for the remaining days of March, the witness stated that 
even for the  fdlowinq year the funds as such would be much less 
and the work would not go beyond the monsoon. The Committee 
then pointed out that the pauatv of funds would not be a valid 
reason, the witness stated that l t  was not the paucity of funds for the 
particular work It was quite possible that bv that time the allot- 
ment of funds mrght havc bee71 cxcee led and those were the years in 
which the Department had exceeded the allotment. 

8.151. The Cornmlttcc deslrc-l tir krlow t h e  basis on which the 
Department had come to the conclusion that  the ra!e for anti-sea 
erosion work had come down. The Ch ef Eflpneer (C. & I) ~nformed 
the Comrnlttec thnt the m~nc1us:un was based on the tenders recetveb 
durtng !he period and the j u d g ~ ~ n t  of the local officers. In reply 
to a qucstron the witness stnted thnt some lower quotatmns were re- 
wived but these wcrv not for thts p a r t w h r  work. The Secretary 
further added that there was a report of the Superintending Engineer 
wherein he had stated that the rates Itw the work could not be cum- 
petitive as the rates for ant!-wa erwon  work were corning dawn. 
That at Superintending Engineer was accepted. 

&HZ. The Committee am unable to rcccpt that prrrrity ef fPa& 
rrrrr & tamon for not dotmasting the wtim work to tb4 eontnrcfoc 
am b r i v  of the lowest t&~lder qwtd by hlm. This is also Burr, 
.at by the tact that m rnmoatiemd in tba Audit Report constmctioa of 
1- It. d ma wall was compkted over a p e d 4  sf tbrea I.uuid 

The Cammiltm hope such craa3 hvdving sxbr sJtpswtllw 
b Qsrcwnmsrrt would ba nvddsd 



Payments in satisfaction of a court dectee-pata 47, PcrgW 6M@ 
(Audit Report, 1965). 

8.153. Payments aggmgating Rs. 98,696 were made to a contractor 
in August, 1963 and October, 1963 in satisfaction of a decree of a court 
awarded in July, 1962. The contractor had claimed extra payment 
in connection with the construction (during the period 1944 to 1946) 
of a bridge at Kuthiathode, on the ground that the Department had 
delayed execution of the work and, therefore, he  had to incur heavy 
loss on this account due to abnormal increase in prices. 

8.154. While awarding the preliminary decree in March, 1960, the 
court had observed that no paper (not even the agreement) connected 
with the dispute had been produced by the Government, whereas t h e  
plaintiff had p r o d u d  copies of certain offlcial documents which the 
court had to admit in view of Government's failure to produce the 
originals. 

8.155. An appeal against the preliminary decree was preferred 
only after the expiry of the time allowrd by law; this was accordingly 
dismissed by the District Court (October, 1961). Further, no evidence 
was produced on behalf of Government before the Commissm ap- 
pointed by Court to assess the amount of decree; the Commission, 
therefore, accepted the statement filcd bv the contractor. A strile- 
ment was later filed by the Government Pleader in Junr, 1962 before 
the court but it was not accepted. 

8.156. According to a report of the CoIlectnr of Kottayam (March, 
19631, the Advocate General had stated (Frbruary, 1963) Inst the 
c~ab;e by default in t b t  no maknals were placed on behalf of the 
State before the Comm!ssion appointed by the Court and on thc ad- 
mission by the Government Pleadcr that the figures furnished in the 
statement filed by the State were not b a d  on original records. 

8.157. Ekplaining the c < w ,  :he Secre:ary, Public Works Ih.piu!rncnt 
stated that this case started about 18 years ago. Some Rles had M.cn 
destroyed and some papers wcrc not available. The w~tncvrs atuted 
that to the extent that papers went available, he could answer the 
questrons. When the Cornm~ttce pinted out that whtle pa~utlng tho 
dccrat, the Court had observed that the Ctovcmml~nt did not rubmtt 
m y  paper, the witnes stated that st that t me all the relevant papem 
were not placed before the Court, There were m e  nmrrds which 
had shown that some papers were given to the Govcmmcnt plmder. 
Tbe Gwanunent pleader had taken m e  papcln and had illdl thbais 
prpns before thc Cowt in the first inat-. Thc 'crrltmm statad that 
b a r u l l l o t i n a ~ f f c m t o r s r y w h ~ ~ p ~ ~ ~  



la 
M o r e  tlrs court at the proper time and whether those papers were 
mturned to the Executive Engineer or not. 

8.158. The Committee desired to be furnished with further infar- 
anation on the following points: 

Reasans for delay ln handing over the land to the con- 
tractor. 
Circumstances due to which materials w e n  not suppLied 
to the contractor. 

Action proposed to be taken against persons responsible 
for the lapses. 
(a) The contractor is stated to have claimed extra rates by 

notice served on the Department on 2nd June, 1953. 
What was the extra amount claimed by the contractor 
according to this notice and what was the reply of ths 
Department ? 

(b) What was the amount that would have been payable 
to the claim (i) of the contractor and (ii) on the basis 
of the recommendation of the Chief Engineer? 

W h y  were no orders passed by Government on the recorn- 
mendations of the Chief Engineer? 
Was the amount recammended by the Chief Engineer a- 
ceptable to the contractor? 

The Government appealed to the District Court agaicrsl the 
judIpment of the Addtt~onal Subordinate Judge, Kot taym 
which was dismiss& as having been filed after the tim& 
allowed by law wtthout proper excuse. 

( i )  What b the t h e  limit prescribed in the matter? 
(ii) What arc the masons for delay in fbng the appeal? 

(fii) Has responstbility for the delay been fixed? 

What uo Phc reasons for not producing any records be- 
fore the Commission by the Govcmen t?  Did Govern- 
meat send m y  interm reply? 

Has the responsibility for non-availability of records and 
wn-production of the mrds been Axed and action taken 
for thew lapses? 



11. Did Government send a teply to tho Draft Audit w& +arc 
warded to them in October, 1964, if not, the ~PPTK)N th- 
for? 

8.159. A detailed note on the various points raised by the C m  
mittee as furnished by the Public Works Department is at Appendix 
LIV. 

aim. TboPga the cssa relates to a coatnrt involving constructhn 
work more than 24 years a p ,  what has mused grave concern to the 
Committee is the fact that no paper (even the a m m e n t  connected 
with the dispute) had been prodaced hv Government, nor was any 
evidence produced befon the Commission appointed by the Conrt to 
arrrem the amount of d m .  

8.161. I t  appears from the not- furnhhed that there hsr I s m  
delay at various stazm aft* the snit wns fi1d in the Caart in 19511. 
The final decree was iswed on I%\ .Wv.  lW?. In hrtwecn, the 
Commission was appointed on 26th 0-t0b.r. 1960. Thcrcfnrc, Cov- 
enunent cannot take the plea that owi*r~  to pauritv of iimc the re- 
cords could not be produced. The C~~rnrnittcc fecl that fhcrc hnvc 
been lapses both on the part of 'he ~ W ~ m l n n t  p l r d c r  and the am- 
ciais dealing with this caw wWCII resuf t~d in the Covcrnme~rt being 
placed in an cmbarraasing position. 

8.162. The Committee would like to r t m s  the importance of en- 
awing that a11 pass,bfe mewur-s are +eke? in t'm- tn dofrmd v n w q  
of Government. It is alpo imperative that all relevant records relat- 
ing to contracts, eqwcialtv whcrc diwntcs arise. arm c 3 r ~ I t d l v  prg. 
served and maintained. The Clmmittrn dcfire the Fineace h y e r t -  
mcnt to trrsfte d t a b l e  fnstruclion.i in the matter. 

Idle outloyir--para 48, page 59, (Aud:!  Report, 1965). 

8.163. The road portion of a par" of the %rnb4sp~rzh? F, 1n:lntij 
Road between Thakathi and EAathul camp1e:d In irlnrch, lart31 at  
a cast of Rs. 6 18 l?khs hns nr;! ye' ( D ~ w t m h r ,  1M1) hem brttught 
to use. This is due to fa i l t~rc  of thc structurm of fnut b r ~ d ~ c s  pn. 

mute (estimated cost. Rs 363 1;rkhl;; eupnndlturc u p  to  Dccrmbcr, 
1 M :  Rs. 3.69 lakhs) in vavrng s!agcs of conttruerinn, 

8.164. accord in^ to a mmrl mwic bv the Ch'cf Elg nwv tn Cno* 
crnrncnt in Navembcr, 1962. wn-k o? thew htd*ea woq *u(arw-ndd 
as thev r q u i r d  to 15P 'dhrnmtl~d fir abaqd.rnrz.1' In rnapwse to 
;L further cnqufrv by Audit. Gwwwnrnt fnrwar4N3 in Septnnbr, 
XW, the m a r k s  of the Ch'ef I?: w h r n  wlrkh indtcattd that th 



d r t g k l l d c s t ~ o f t h r b r i d g e e w a b n a t m t t t s d t o ~ P e r j r l o o ~ &  
rfstency' of the soil. Protective works estimated to cost Ib. 4 taLh. 
are reported to be under consideration of t&e Department (Sepkm, 
ber, 1964). 

8.165. Explaining the background of the case, the Chief Engineer 
(B. & R) Momed the Cammittee that the Depattsnent had pm- 
pared the estimates for rectifying the defects in all the bridges and 
were trying to use the existing one. There is a failure of the ~JJ& 
bankrnent on the bridge which was 22 ft. high. The day  could not 
withstand the 22 ft. high embankment. In reply to a question thr, 
witnass stated that it was not correct to say that the original design 
of the bridge was not suited to the very loose soil. The bridge abut . 
ment had tilted. On being asked whether there were any d- 
to these four bridges the witness stated that in respect of twm 
bridges, the damages were caused bccaus the bridges had slipped 
The other bridges were partially completed and the Department 
did not proceed further. In reply to a question, the witness ytaFed 
that two bridges were partly completed. The completed bridges 
had been damaged. The other two bridges were not compIe!ed 
because it was found that due to high embankment, t!!e bridges 
were getting damaged and so those were not completed. 

8.166. In reply to a question, the witness stated lhea the roads 
were completed in March, 1961. On being asked whether the 
bridges were still under constroct:on, the witness stat& that the 
design had to be mocfst3ed and proposh had been wn: to Govern- 
ment to lower the embankment. in reply to a question. !he w ~ n e s s  
rtated that the soil was not tes:ed befare the can-stmc!io:~ nf !he 
bridges. When bor~ngs were taken there was only clay and the De- 
partment had no experience of this kind. Till 1961, i t  was never 
thought that there would be a failure of the soil in that area. 

816'7. On bemg asked whether it was not necessary ! s  test the 
soil before constructmn of the bridges, the Secretary stated th-tt ~t 
was debitely a cast? of faulty designing. The Chief Er~gzncc.r (5. & 
R.) informed the Committee that the Department had p r e p r e  the 
dcsigna On berng asked ebout the tofa1 m~leage t j f  the  r.ud. :he 
witness stated that the portion whach was taken up was of the order 
of flvc nih. The witness further added that the material could brp: 
carried by boats auyl the mad was not uscd at all, 



1- expenditure-para 49, pages gb-86, (Audtt Report, 
1985). 

8.169. Particulars of three cases of infmctuous expenditure aggm 
gating Rs. 1.97 lakhs are given below: 

-. 
Name of work Particulars of infructuous Remarks of Govan- 

expenditure mcnt!Depamnmt 

4) ~onstruction of a 
wharf fbr sailing 
d at Beypore 
(part of a centrally 
rponsorcd scheme for 
development of minor 
Pons)-Irri ion Di- 
vision, 3 c u t  ~r 
timated cogt: RE. 10.40 
hkh8. 

A m d i n g  to the approved 
design the whnrf was 
to he founded on R.C.C. 
piles driven to a depth 
of 40' to 45 below the 
bed lewl. In the course 
of the execution of the 
work it was fbund in 
December, 1963 that the 
piles cast could not be 
driven beyond an averrape 
depth of 9' below the 
bed level owing to the 
presence of shard latcrite 
stratum'. It was, thacfo:c 
decidccl by the Depart- 
ment in February, 1964 
to haw the wharf founded 
on wells ; end this did not 
q u i r e  R.C.C. piles. 
An expenditure of Rs. 
I .36 laMn on a m n g  
p i k  (X(W numbers) 
thus became infrucruow. 
The Department is still 
(April, I ycti5) tc) finJ a11 
alternative ure for the 
piles. 

The matter wm 
reported to the 

Chief Engineer in 
Jdy, I& and to 
Government in 
Octdxr, 1964; their 
replie arc awaited 
(April* 1965). 



8.170. The Committee desired to know whether it wa9 not 
bb to check the strata in the surface to And out whether there would 
be hard rock or not. The Chief Engineer (G. & I.) informed the 
Committee that it was possible to check the strata in the surface to 
And out the type of the mck and in this case it was really imf5cRnt 
investigation. In reply to a question, the witness dated that the 
piles had since been made use of in another bridge. 

8,171. In answer to another question, the witneas stated that the 
acheme was a centrally sponsored scheme. On being asked whether 
the technical data was not called for by the Centre before giving 
their Anal sanction, the witness stated that as the  scheme was a 
m a l l  work. the Department did not go into the details. 

8.172. The Committee desired to know the action *%ken against 
the contractor, who could not account for the departmental materials 
amounting to Rs. 43,106. The Chief Engineer (G. & I.) stated that 
(111 the material had sfnce been accounted for. On being asked abut  
the value of the materials that had been accounted for, the Secretary 
stated that the value had not been reported. Final reply in the 
matter had not been received from the Chief Engineer and no reply 
had been sent to audit. In reply to a question, the C h i ~ f  Engineer 
(C. & I.) stated that the account had been settled with the contractor. 

8.1Xk This is yet .notha crss where work was undertaken on tbe 
h i s  of insuBcient invecrtigatiom rcanltbg in an inhctlrous cxpondi- 
trve of Ba 1.36 trLhr. 

8.174. The Cornmitt* ue surprised to come .uoo ssoeml m t m  
of thb nattvs which do not speak wen . k t  t&e WQ- d the Doc 
puimcat. Tbey dopmate tbt tendency to up cnl[inadng 
wwlrs n i h t  full .nd proper investigation of twmtial &ta urd 
witbart cawyhg oot r m a ~ ~ r p  tmtn ctc, cspachlly in caw inoolv- 
h g  large uaoonts. Tbcly tRaPld desire this tendency b be mrbcd. 

--."-*-- --- 
Name ofwork Psn 6 Cul~n of' 1 nfmctuiouf, Rcmar ks of Gtm sn- 

rxpcn&t:xc ~lh'm Dqwtrn( nt 
--. .--- "..-...- - - -  -- -- -- -- 
--" - - (1) ( 2 )  . - (3) - 

8.175 
(h) C:antr tuct ion  0) In Dccmrhcr,r957whcn The matter wm + 

of Puflut-Crm~a?we rhc mstruninsl of the p r t  d to t!~c (&id 
W g c - - & J p a  Divi- rubs truaurc of the h i d p  Enpinca m Ftb- 
rim, Alwqc  (now walr in ptrygrcs, two of man;, I* t.r, 

IXvisim, the w e I i ~  mnstruad an G o ~ n n r m t  in &- Bui'''inp Esum&td the Pullur side cracked -be, 1964; Ttichut 
n t :  Ib. r 3.38 Udu. horiamdly. Attanpn replie rut ; P W & ~  

to rc~~i f t .  tlrc cracks (Aprils zg5 j ) .  
hrving f.riW, tht 

Illll-r(l -. 



f 2 9 -- --- -- 
Department abandoned 
the wells and made 
alternative arrangements 
by reducing the bridge 
span by 72 feet and 
invOducin a 'cantelever' I at the Pul ut side of the 
bridge. The infntctuou, 
cxpcnditure bein8 the ca tat 
cd t ! ~  abandonai wells 
amountcd to RE. 38 842. 



be in excars of r q u i r t  
mena. This was stated 
by the Dcparunent to be 
due to rbe fecr that the 
wells could not bt ruaL 
when they reachej. 5 t;, 
lo feet above the rock 
k\Pel. 

8.176. Explaining the background in this m e ,  the Secretary stated 
that when the sub-structure of the bridge was in p r o w  two of the 
wells constructed on the Pullut side had cracked horizontally. A t  
tempts to rcct~fy the cracks had failed. The Department had aban- 
doned the wells and had made alrernative arrangements by reducing 
the bridge span by 72 ft. and introducing cantelever at the Pulhrt 
~ ' d e  of the brldge. The Chief Englneer (B. & R.) further &Sated that 
in t h ~ s  case their conclusion had been that it was due to the negligence 
of the contrac:or that the cracks had occurred The Superintending 
Eagineer had sent an alternative design and the department had a p  
proved it .  The witness admitted that the department d:d not say 
any lhlng about the m v e r y  because ~t was left to the Superintending 
Erlg~nctn to dec~de. 

8 177 The Committee pointed out that the case had oerurred in 
Drwmber, 1957 and the Department had not so far passled orders. 
Tkw wttmss stated that the case came to the notice only after the 
e u JJ t rcporf 

8.178. The Committa further painted out that due ?o detective 
cmstruc~ion by the contractor, the Department had to spend money 
to mcttfy the defect and enquired as to why the amount was not re- 
w v r r d  from the can!mctor. The Secretary stated that in June. 1958, 
the Supermtending Engineer had to the Chief Engineer on a 
number of polnts on which he wanted orders. He had also reported, 
without ~pm.clficillly seeking orders, that the contractor was responsl- 
blo. The Chief Engineer had passed orders on other points and ctrd 
n!)t pass orders on the spccrnc question of recoverrng tire amount. 
The Chmf Engineer thought that the Superintending Engineer had 
already reptr!& to hlm that the rcmvery would be made. The wit- 
rims sddrd that II thr recovery had not been made that was a matter 
which had to be c h c t k d  

&.l?9. In reply to r quMtian, the wit- admitted b a t  it  a t n ~  r 
fact that the Department hrd failed and that no fallow UP d o n  waa 



taken between Junq 1958 and October, 1965. Mta thc, Audit Re- 
port the Department had asked for the explanation of the Chief 
Engfneer as to why the amount had not been recowred. In reply to 
another question, the Chief Engineer (B. & R) stated that It was 
actually last sight ai. 

3.180. The Committee desired to know whether any procedure had 
now been evolved to avoid such lapses. The Secretary stated that 
the Department had tightened up the control. The Department was 
more strict about the enforcement of contract conditions. Generally, 
Government .Iso disapproved any extra payment. 

8.181. The Committee desired to be furnished with a note an to 
when and how the payment vouchers were passed in this case and 
whether the final payment had been made; or the bill was under 
objection. The information furnished is at  Appendix LV. 

The Ccwmmitta feel unhappy to noto that even thoqgh tbe Depart- 
mwat bad conctudtd that the cracks o c c ~  due to negligence 02 the 
contractor, no action was taken for sbwt 7 yenm hatween 1958 and 
October, 1%5 to reewer the amount spent by Government in rectify- 
h g  tbc ddocta The Chamittee desire that ~ r i o u s  notice of aucb 
negli@acc and Iapse on the part of omcers conccld sbonW br, taken 
and rsapoasibility rhodd be fixed in this easa 

-- --- 
Name d w d  Porticulsas of itdructuow Rnnrrks of Gmmn- 

expenditure mmt 'I)cputtlKm 

(c) Ccnrsaucting In May, 1960, while can- The matter mo re- 
for#-bridge acmss m e  was being Laid ported to Gova.  
the M.mon riva for the deck st& of a foot mat ,  in Ikfnak, 
below Errppulwlsm bridge, the Dcpsrtmcnt 1964 ; thew reply 
Dum-Built?inp n o t i d  s tilting of the is awaited (Ap& 
and Roads Dinsim, structure. C-main pro- r g 6 j ) .  
TrivPndnrm: Eaino- tcctive works werc 
t e d c a ~ : k 1 3 , g € & .  undertaken ud tht 

bridge was c<)mphrttd 
in June, 1960 ut r 
CQn of m. I3,5?3. 
But further tilt:% 
heprn to in June, 
1 6 1  nnd ultimately 
the bridge incll cnlltrp 
rtl1 in July, ry(Sz. 
The Department and- 
huraf dre rnirhop rain- 
rufficrcr.t hYnJ8tian 
of rhc piles and w i n g  
of fwr,t'r~ iw Cue to thr I 



curve of the river at the 
site. It may be men- 
tioned that as early as 
SeptdXV, 1959, the 
Superintending Engi- 
neer h'ad exprwsed 
doubts about the acft 
quacy of thtt depth of the 
piles (q A. and 94 ft 
below the Lcvti of thc 
river bed). 

T o  an enquiry by Audit, 
the Ex& utivc Engineer 
steted in July, 1964, that 
f;u work had been car 
r~cd out by the corltrrtc 
tor stnrtly m acwt- 
dona with speiiilwtic>n~ 
anif Jtpmmciital iru- 
tr~~tions.' 

8.183. Explaining the position in this case, the Secretary stated 
that the Executive Engineer was rresponsrble for c a r q n g  out the 
work. In 1959, the Superintending Engineer had expressed doubts 
a b u t  the works. The Exccutivc Engznccr thought that he could go 
ahead with the works. EIc trted some protective works also whch 
hod fallmi. The witness stated t h a t  he could not affer any extenuat- 
ing cmxmstrrnccs. In mply to a question, the wrsnes  stated that 
action would be t k c n  against the Executive Engineer. On krng 
a s k 4  whether any not~ftcntton wm issued to the cflrvlt that the brigde 
was d a n g ~ m u s  when the defect came ta the notice ai the department, 
the Chief Engineer (B. Os R.) s'nted that It  was nat actually a case of 
tilting. It was only a sag in the ccmcwte work because the supprt 
given w u  not quite tight. So it wns moved d\wn a little bit and 
tt was not a serious defect at ail. Only during the following floods 
there was a tilt of a b u t  1-1 '3 inch an one side and 2 inch on the 
ether afde. Protection of !he hr:dgc was th~wght 01 and befate that 
could be done, sudden floods came and the bridge mllapsed 



Erpenditure on stad attached to i d k  uehicles-para 50, page 63, 
(Audit Report, 1965). 

8.185. Three lorries and two rollers attached to the Buildings and 
Roads Division, Cannanore had been lying idle (August, 1964) for 
periods ranging from 15 to 34 months, a lorry awaiting disposal 
(being ux~serviceable) and others awaiting major repairs. The crew 
attached to them were. however, retained in service without work 
against their originally sanctioned poets for periods ranging from 
8 to 25 months, after which period they were either transferred to 
other Divisions or their services were utilised otherwise. The 
expenditure on their pay and allowances during the periods they 
remained attached to the idle plants amounted to Rs. 11,902 

8.186. The Committee desired to know ss to how the cmw attach- 
ed to lorries/rollers were retained in sewice when the vehicles 
were awaiting disposal 'repairs and were off the road. The Chief 
Engineer (B. b. R) stated that the crew could not be found alterna- 
tive employment or they had to be transferred against vacancies. 
They were sent as soon as the alternative employment became avail- 
able. Ln regard to the vehicles, the witness dated that except me 
or two vehicles the other vehicles were now being rquiired. 

8.187. The Committee desired to be furnished with further infor- 
mation on the following point: 

Were the orders of Government dated 11th November, 1963 
(No. (83-MS Trfvandrum) relating to Cleaners and Driven, of 
rehicles fohweci in this case? 

The Coramittee trust that in such cucn sfforb would be mads k 
atSliu, the mudcar d mrplns rid! dsarrhsss b t d  of k q & g  
t b s m c o m ~ L d l a  



aot bean included in working out the data rate for the items aL 
work covered by the contract. nKo contractors who supplied sand 
quarried from tbe Gayatri river for the construction of Pothundy 
Dam during the period March, 1962 to December, 1963 quoted rates 
for the work inclusive of the coot of and.  The Tahsildar, Chittoor, 
however, exempted them from payment of seigniorage fee by an 
order issued in January, 1964 on the baais of the certificate of the 
Assistant Engineer-inchargc of the work, that the contractors' rates 
were exclusive of seigniorage fee. The concession was available 
only when the rates were not inclusive of the cost of sand; the 
Dcpartmant had thus lost a revenue of Rs. 18.218 by way of seigior- 
age fee on the quantities of sand paid for upto end of February, 
1964. Remarks of the Chid Engineer. General and Irrigation to 
whom the matter was reported in April, 1964, have not been recefv- 
ed so far (April, 1sSS). 

8.188. The Committee desired to know as to ( i )  how the exemption 
from the payment of seigniorage had originated and (ii) whether 
there was any ap2lication from the contractors. The Secretary, 
Public Works Department stated that under the provisions of the 
Land Conservancy Act, the Village OPflccr of the village and the 
Revenue Inspector took up the ca.w against the contractor for un- 
a u t h o r i d  liftfng of sand during the last week of April, 1963. The 
contractor had s t a t e l  to the revenue ~ u l h n r t t i c s  that the sand had 
been Iifted for the purpose nf the Pnthundy Dam project. Inune- 
diatdg, the Tahsildar had refcmrd the matter to the Executive 
Enginwr asking whether there was any provlsian for exempting 
the contractor from the payment of ~ieigniorage charges. The 
Executitfe, Enginex had Informed the Tahsildar a t  that time that 
even in the tender, it  had bccn pravided that the contractor would 
be allowed rxemptlnn from any seigniorage cfrargis. The w:rness 
added that it was pmvidcd as pet c laux  28 of the tender notice. 
On b l n g  pointed out that not all the cnntractors u-CIY) entitled to  
emcmptlon but only ruch contractom in wbase case i t  cur be certiRed 
that thc coat of materid guarded had not been included in workiw 
aut the data rate! fat the items af work, the Chfcf Engineer (G. b. l-1 
statmi that the surd was Ukcn only from Qooemment %rmbalrd 
md the nte  was exclusive of my seigniorage. On k h g  asked 
*hothat It nu not r fret that the Chhf Enghoer. Buildings and 
Rrurda had rcwrfinncci on 33th bctnbr. 1965 that the Schedule 4 
mtm tor 1961-62 Includtd the ccmt of sand, the witness stated that 
the 1cchdu1e t1t~1udd the cast of mMi taken fm the river bud, On 
bang pintad arrt that the rrrtgnbmge should c h m .  if !Q 
~ t b . ~ a r ~ a l # m l t h s r r t t n o a # j t . w t h r t f t 0 ~ 8 n l - m -  



charged for taking sand for Government purposes from C o v m t  
wrambokes'. In the tender, the quany was proposed at the river 
bed which was Government 'poramboke'. The Secretary further 
added that the real point here was that the information given to the 
revenue authorities was that the data dld not provide for the inclu- 
sion of seigniorage. It had provided for the labour, transport etc, 
and not the seigniorage element. 

8.190. The Committee pointed out that when the tenders were 
invited, it was not specified thnt the contractor would be given sand 
hPe of seigniorage charges; when the contractor tendered that 
elenwnt was taken into consideration, whereas in actual practice, it 
was not charged. Further, the contractor had quarried sand from 
March. 1962 to December, 1963 and the notification was issued only 
in Jan:l:try, 1964. The Secretary informed the Committee that the 
report of the Collector was that the contractor was booked by the 
Revenue authorities in April, 1963 for illegal lifting of sand and 
this was referred to the Executive Engineer, Pothundy D~vislon by 
the Tahsildar. The Chief Engineer had replied "I have to inform 
that as per pamgraph 20 of Government Notification, Revenue (d) 
Department, No. LRD-4-18737 157SRev. dated 14th October, 1958 
there is a provision to exempt the contractor, from sei jpiorqe 
charges. if t h q  are producing a certificate from an afTlcer who i s  
incharge of the work, to the effect that the departmental data rates, 
for the collection of materials do not include the provision for 
seigniorage charges." 

8.191. The witness further added thnt a certificate was given undcr 
the above notification of 1958 on 1st October, 1963. 6n being a s k 4  
about the necessity for issuing another notification, in 1964, the 
witness stated that fn the 1958 notification there wae provisinn far 
exemption, but the contractor had to be exempted again by a sp?cific 
notjAcstfon. 

8.192. The Committee desired to knaw whether Ole tender pdec 
had included the cost at sand when the ccmtractor gave the tmdcr. 
The SPcreZary stated t h ~ t  according to the Chief Englnwr's lcttcr 
dated 31st Decemkr, 1961, the rates were clrclualvt of the rcigmtar- 
age and included d y  thc cost of labbur charm far cotlectinlq sand 
hwn the rtvcr W. No separate provision wss included in the dab 

6dgniorage for condm of md. 



1961-82 wes for the river sand to be used for preparing mortar. The 
rate provrded was the market rate at the site of collection for the 
sieved sand clean, sharp and dry and this included cost and sieving 
charges. The witness stated that if it was market rate, i t  would 
include seigniorage charges and if it was only iabour, it would not 
include the seigniorage. Referring to the clarification of the Chief 
Eng~neer, the witness stated that the Chief Engineer had given the 
clarification for the purpose of mortar. The only point was that 
when giving the estimates, the data worked out d ~ d  not include the 
seigniorage according to the report of the Chief Engineer. The wit- 
ness added that In the light of the statement of the Chief Engineer, 
Buildings and Roads, the matter had to be verified. In reply to a 

r i...Jtlon. the witness stated that the rates quoted were inclus~ve of 
the cost of sand. The point was whether in taking the cost of sand. 
the cr>:rtractcrr had txken mto accolmt the seigniorage If according 
to clause 26, the contractor was to be exempted from the payment 
of seigniorage, the same exemption m q h t  have trtaen taken tn have 
been nppl~cublc for sand a h .  Ln reply to a question. the witness 
edmittcd that the mistake could have occurred. 

R 185. The Committee arc surprised to note tbot wbcn the tenders 
were invited, it was n d  spcdfkd that tbe contractor rr*odd be dvca  
sand f t n !  of seigniorage charge. The contrrrctor was quarrying samd 
from Match, 1962 to Ik.ccmber, 1963 wbcrcas the notification was 
insrued in 19BB under the Government Notification of 193 exemptin.; 
the cuntractorr from the payment of dgnioaqc chugcs 

8,195 In evidence it was stated that when ~giving the estimate% 
tbe data worked out did not imcludc the seigniorage cbarges w r d -  
b y  to the mprt  of tbc Chief Ehgiaecr. The Committee desire k t  
the ?ita#cuncat of tho Chiceaf Engi~nr. Buildiatg~ u ~ d  Bcrsda may be 
ucrifid frunt tho data abasts and a report submitted k, them, 

8 1W In Slery. 1960. Chvernment c o ~ t r u c t e d  twtr j i d r ~ ~ s  at the 
Qrrlon minor p r t  at a cost of Rw. 149  lskhs with a vrew ta prw:td- 
mg stnrogc Iaahttcr fur the Bombay rncrchants who were expected 
to import raw cashew nut through the @ilun Part. (The perma- 
ncnt trtryrtrtt~rs ~ r x i  e x p m - f ~ r ~  of the Qullcln Port were reported to 
hiwe their A stornp fnci1itrc.s) Rut no Bombay merchant 
irngmr1l.d lhc row cnshrw nut through the @.Ion Port with the result 
that the p d o w r u  constructed for their exclusive use rcmaind :in- 
acrupirrf tor lnng prltb-k. Orrc nf thr* gidow*ns which mslncd 
wcsnt  tin the 16th March, 1962 was, thcrrfcrre, let nut to the ~ m t d  
Warehawring Corporation at the standard rent of Rs. 492 pcr m e m m  
%sss (Aii) LS--12 



while the other was leased to M/s. South India Corporation Ltd., with 
effect from the 8th February, 1964 a t  Rs. 600 per mensem. (Prior 
to this, the g d o w n  was used for storing transit cargo for short 
periods fetching ta dl a rmm of Rs. 161 only). The loss of revenue 
during the period the godowns remained unoccupied amounted to 
about Rs. 32,803 on the basis of the standard rent of the godowns. 

8.197. The Committee desired to know whether there were ap$- 
cahons from the Bombay merchants for the provision of godowns 
at Quilon. The Secretary stated that the question arose from a 
letter from the President of 'he Quilan Port Workers Union, Cochin 
to the Alinister for Public Works, Govermncnt of Kerala on 10th 
May, 1938. The President of the Quilon Port Workers' Union had 
submitted in his petition that the workers in Quilon were not gettmg 
enough work because there was no unloading of steamers and had 
made three suggestions that--(!) a pier m~gh: be constructcd; ( i i )  
2 or 4 godowns might also be constructed on Gwrrnmcnt land and 
(iii) thc system of sub-contrsctnrs, middlemen rt: should be climb 
natcd. The petition was cansidcrcd by the Slin~stcr at a Confercncc 
held on the 27th June, 1958. The rcprescntat~vc of thc Quilon 
Merchants' Aswciat:on. and the Prcsdcnt of  thc Qu~lrm Port 
Workers' Union wcrc present at the Conlcrcncc On being askc4 
whet!ir: the 13:)rnbay nicrchants were rcprcwntnt, the witness stated 
thn? no Bomb:iv merchant tvns ;~rcsc?nt. U h e n  thc Cornrn~ttw polnl- 
ed out that the hrnh;ty 3lcrchants wcre ~c t prc*serr: a! the CI :I- 
fercnce when the dccislon to construct the girdowns wns taken. t ! ~  
U-ltncc; r t 3 i t h i  th:lt thc I3ramh;:v !11*brchan:t '1:1~1 ii flc?'! hold tipon 
the Cashtwnut tradc an4 t k  , - r  p " i l p 2 ~  !rat1 ncyijtint**d with thr U'rst 
Africsn~: It x.nc  t'l.,u,oht th:i? I! w ~ i i i d  Ew nlvr~; i?dc  i f  crnr8 o! ';."I? 

of the Bombay rncwhnr,?~ could h r  ptsr.<:indf*d to ctmc t h w v  Thp 
witnew hrtwever addrd thgt this might h i i ~ r  Im*n thr* lmpr t4rm 
and s?a:c*d that thcre was no rrrord of rinv l rnmc stirvcy rar tl*ty!)7!qg 
hauinq k n  cnnductcd. Puma cons!ruc!ion oC godowfir; ha.! not 
k c n  made and only s i r : :  tranqtt qrdrwns o f  wmi-:wrmnnt*r,! n3t t t r t .  

u.c4trS 4mided to bc cc.nj:ru ,led In snswrsr tct n q u f 4 i m  thc w!1- 
n r w  [:tat& that i t  was nut clcar ?hat the l 3~  m h y  Mcnrh*arr*.r t v c ~ l d  
m 4  fbr dorap *JI)Ec wlfnms f u r f h ~ r  ala!~*d thn! ! nomhw 
hlcrrhan!~ did not an-rrrrnrh t h o  Gnvp*.cn;***1 w r  w r t r  \!wrt 
m ~ c h 3 n  ts cnnmltcd. 

8.198. The Cammittm dmird to know whcthcr thr canlrtrzrcllon 
of the gtdowns was dven to m y  Cnaprativc* Soclcty. The w l t n m  
stated that the fact had to be verified. In that mnnckclirm, thc Corn- 
nittee dcsird \a be furnish& with o detailed nntr a b u t  the con- 
Wwlk>rs M e  nate fumfnhed L at A v d l x  LV11. 



8.199. The Committee pointed out that the main representatives 
for whom the godawns were being constructed were not present at 
the conference, and desired to know how the Department knew the 
nceds of Bombay Merchants. The witness stated that normally in 
such cases, if the local businossmrn thought that tile extra facility 
would mean any extra concession to somehcdy c1.s~. they u ~ ~ u l d  
have stated that this would affect them adversely. N9 such repre- 
sen tn t ion  was mildc and no oklection wcmeri tr, have k n  taken 
by any person who was prescnt at thc Con!rrcnce 

8.203. The Committee pointed out that there was no  questwn of 
any businessman raising any objcctlon. ~f the Government wanted 
to ~onstruct godowns in Quilon or Ctrchin The Department had a 
defin~tc schemt. of diverting .wmc cargo or businrb,: from Cwhin 
to  Qullorr. In rctrospeult the ohjwhve was not carried out  and the 
plannin!? was not prrqwr. The w~tncss ~tn:ecl that the conl;!rur?:on 
of r!*do\vn<; wa; J U ~ ?  it? ad Eirw rir.ci.;,o:~ 0- helnq a.rlr+f wh-tbr 
tho TIP;) ~ r ' m  &of cnulci ~pc~ncl  m m r k i  9n ad !lor dcow-  r.5 t5.5 *S~!FPSJ. 

qtatwl thnt thc- tpclowns had been va,-ant only for two :r:rrq 7-w 
(Irrmmi:tw pointid out that tht- cydown~ rnlghi hc va:an! onlv frrr 
t w r  t ' 4 - ~ F S  or rnlqh! nrrt !lave b w n  v;rcanb, hat the oh)ect:ves for 
\vt?trh *hr* r?od ,wr , wrmrcB r .  rr~.;+rtrrt$vf b ?d rtot bb-rn wr;-4 1'7 v n l y  
t r t  .\ c l ~ ; r ' : ' i t r r l ,  !!!P wibnwsi i;???rwi *>a: fborp :t;:;14 nt.r:b*n,* ... * b -  file 

tnc!'. - r t o  t t -?* wmc r,rmrt~tln:,-nf*~ R ~ ; i c  Sr->+ t i >  n r ~ n l b , ? ~  7-**--&-y*q 

P th l - r  br?orc or n f 4 r r  t b r  t;c,dinc.rls tt;ch:** c~m.~!v;r . tr*f .  ! *h flprb 
that tlw qtxl~wnli Wt*rrk t k k l n l :  r-lad,. ~-:arl;tbl~\ * ,  7 '  %n: ! r '  t .  : i x  

S En2. The rrgttmtnt that the local hu?;in.r*u camrnunitv did not 
rnrklr anv mpttul.ntrtlan or raise nnv objection in rcaatd to t h  
rnsntmctian at gad awn^ for the h e i P t  utf Rarnbnv mrrrhantq is 
hnrdlv w k v m t .  Actually no Bornhay mewhaat irn~ortrd raw 
muholornut through the Quilon Port w'th the tccrmlt tbat the @own9 
~nrtnrcteql fw t h d r  hxt.lu\ivc u r  m a i a c d  U E I M S P ~ ~ ~ ~ P ~  fw lone 
M r .  b 



8.803. Tbe Committee u e  further surprised to note that even 
.itor the construction of godowns, the COvwnment did not take any 
stepP to notify the Bombay merchants tbat the stwage facilities would 
be available at the Quilon Port. 

8.204. What is more unfortunate is the fact that while it w m  
stated in evidence that the construction o! godowns was just an ad 

decision, in the note furnished b tbe Committee later, it hrs 
been stated that the construction of the two godownip at Quilon was 
taken up as a part of long term plan far the devtlopnrcnt of Ihc 
Quilon Port by providing adequate storage facilitic~ st the port area 
and not to serve the interests of Bombay Merchants done The 
Committee regret that this fact was never mentioned cither to Audit 
c r  to the Comnrittcc in the course of evidence. i t  is ah\ i t m  thnf no 
reaUstic assesment of the requirement of storwe facilttic~ for the 
Rombay merchants at Qtiiloi~ was made, as n rcsult of which the 
'wo godomar remained unutiliwd for nearly two ycnm or r'trorc 
resulting in loss of revenue to the tune of about Rs. 32.803 

8.208. A cctmparative ststemcnt showng rhr rvapttnl ~~UIIBY, 
receipts expenditure ruuw mileage ctr.. dunng the ffjkir years cndcd 
the 31st March, '1964 IS givcw below:- 
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Particulars 1960-61 

3.  r;xpcndittlrc (in Inkha of 
rupees] . 2,$4.cr 

4. Profit ( in  Iitkhs of' rupcc?r) 10.17 

5 .  Rourc milcagc (in lakhs c ~ f  
mila) . 263.36 

6. Number of schcdulrn . 499 

7 Flcct rnengtll 6 0 0  

8 Rrvcnw per miie (in h i s t )  I I 2 

9. Expenditure ;ler mile 
(in paise) . 1lo8.10 

rc Profit pcr m ~ l e  
(in pa is )  . 3 ' 9 0  

r r Paccnr q c  o t profit on 
capital [cxc1Llclmg in- 
tcrcst) 2.9 

"Thtae figures include only road-worthy vehicles. 

8 3Yl Explatnrng the reasons for tbe clecretm In the net profits, 
the Gencrnl Manager, K~rafa  State h a d  Traruprt Cmpmtion 
infrmnwi the Comnuttcc? that the tatnl number of passengers carrid 
In 19G-Q13 wao 1.337 lakhs and rn 198561, it was 1.205 lakhs making 
a diikwncc d nearly 132 lakhs of pnsaengers. That was b u s e  
tmmdatcly after the fare increase was mnounced. there was a 
State-wrdv agrtattnn irs a m l t  of which. opcratlons had to be cur- 
tailed very much tor a period of about 1 to 2 monl)lb. On bdng 
Urked about the present pasition, the witness stated that the lotd 
number of passengers carncd In 1964-6S was 1.401 l a b  re a b d  
aM) h k h  amre passengers Nwmsl pattern d traffic wpr wtorsd 
afbr  propde k a m e  a c c u f W  to paying thp hrgher fare. llbc 
wttrma f& rddad that the p d t  was only Rs. 25 h k b  in 19618. 
Oa baing panted curt that the @ts had gone down, the ~ i t m ~ ~  
gtmtad thnc it w a  due to the increase in the operot id  a 
nmrlt 4 tncmmd bxatlon. 7th but an Ngh spclctd oil hd 
gaae up tram 80 p, b 91 p. per Htne. In epij: to a q d  
w u  h t  t&, d l h  nQW 'la p w m * ~  
frrmsrly It was about 110 p On bny p m t d  out ch.t Ih m.Ln 



reason for the difference in the earnings was also due to some adjust  
ment of interest charges on reserve fund, the witness stated that 
the State Transport Undertaking was maintaining a general reserve 
from the very beginning. That had accumulated upto about Rs. 51 
lakhs. The Accountant General had pointed out that there was no 
necessity for a general reserve and that it should be added back to 
capital, which was donc. Again in 196384, the Accountant General 
had stated that not only the corpus of the fund but also the inkrest 
which had been given from year to year should be returned to 
capital. That had amounted to Rs 9 lakhs. As a result of that 
there was a reduction of about Rs. 9 lakhs in the profit for the year 
19634. If that Rs. 9 lakhs was added to the profit of Rs. 28-65 lakhs, 
it would be more or less the same as the profits far  196243. 

8.208. In reply to another question, the witness stated that the 
transfer of assets and liabilities had been effected on the 1st A v i l .  
1965. 

8208. While appmiating that the margin of p d t  had h m s e d  
due to tbt inrrc~xd cost of operation, as a result of i n c d  taxa- 
tion, the Cammittex hope that witb the increast in the passenger 
trrsic, tbe prafib of the State Ranspori Undertakings wmld abow 
an increase. 

( ~ i )  Obso&te/Surplu. Stores: Mention was made in par .yr~ph 
41 of the Audit Report, 1961 of the stcwk~ng of surplus and obsolete 
spare parts of vehicles. In January, 1963. the Public Acmunts Cam- 
mittee were informed that surplus holdings of spare parts of nut- 
mod& vehicles were being assessed agam for exploring the possibi- 
lities of their immediate disposal. The asessmcnt has not been com- 
pleted (November, 1964) despite the appointment of special st& 
for the purpose in March. 1964 The Dcpartmrnt stated in Septem- 
ber, 1964tthat revised proposals for the disposal of the surplus and 
obsol~tc snare parts wcrc under considerartioq of Covcmrncnt The 
value of such cturcrs included in the accounts amounted to about 
Rs. 9 50 1akhs. 

8.211. Explaining the pwi!icln in regard tn the disposal of oboletcf 
surpius s?rlrw, thc Gercrbral Manager, Kctnlrr State Road Ttansfmrt 
Corporation stat& :hot tho Corporation had drc*adv prqxirwl a cam- 
pkte inventrrv of nl l  t h ~  surplu~; stocks snd by a rvirbm of open sales, 
the Corpnrnt . - had !wen able ?o dir;pow nl atom wrdh R?I. 1.3 Iakha 
rrut of a total rif Rs 9.5 lakha. In regard to thc halance, the Corpo- 
ration had mught the help of DCIS&D. The spare parts hod eccu- 
rnulatcd in the cnum of 28 yeam and them had been a n u m b  ni 
changes in the t.ype of vehicles. 



8SU. Tbe Committee btaps that early steps would be taken tm 
dirpoas of the unsarviwble stores, still lying with the Department. 
Tbe Committee are concerned to know that t h e  swpluxs havo 
accumulated over a m o d  of 28 y-. 

8.213. (vi) Artears of rewnue: At the end of March, 1964 an 
amount of Rs. 24.15 lakhs remained as arrears of revenue pendmg 
collection according to the Demand. Collection and Balance State- 
ment; but the balance included under 'sundry debtors' in the balance 
sheets as on the 31st March, 1964 was Rs. 23.16 lakhs only; the dis- 
crepancy has not been reconc~led. The arrears include Rs. 2 5 0  iakhs 
in respect of private hire, Rs. 13.67 lakhs in respect of Post Mail 
subsidy and Rs. 4.12 lakhs on account of job works. Some of these 
arrears date as far back as ;951-52. 

8.214. The Committee desired to know whether th*: discrepancy 
of figures noticed between the Demand. Collection and balance state- 
ment and the balance sheet had been reconciled. The General 
Manager, Kerala State Road Transport Corporation stated that the 
diPIerence was nou Rs. 2.11 lakhs. On being asked about the steps 
taken to reconcile the figures, the witness stated that probably same 
items for which r m v e r y  had already been made were not entered 
in the Demand, Collection and Balance Statement and so there was 
a dlffcrence between the balance sheet and the D.C.B The Corpora- 
tion might have to do special audtt and attempt to m n c l l e  the 
d~flerenre. The witness added that i t  was not a question of loss but 
it was actually question of surplus. On being asked whether a deci- 
sion had been taken in regard to special audtt, the witness stated 
that the difference was about Rs. 2 lakhs and the Corporation would 
try to reconcile the difference. 

8.215. Tbc Committee desire that immediate steps should be trLm 
to ~CCOOCU~ fhe discrepancy of filfftlm &eed h twecn  the h a n d ,  
Callcdian nnd Balance Statement and bslan:c sheet and a report 
submitted to tbcm. It should also'bc cnmrtd that all necessary cn- 
tries In the Dcmurd. Collwtim and Balance Statement are m d t  in 
U m  LO w to avoid disctcpanr::*c, 

0 218 The Carnmittvc tic-sired to know the present position in 
regard to the nrrc50rr of nmoun!s outitanrling n~ on 3151 March. 196-4. 
Tfiv witness statwl tii:rt the Post Mail subsrdy l vns  the main item. 
Mat1 was being rnrr. id for ~ h c  patal cicpartrnml smre 1951. But 
thcrc had k e n  nv agrmrncnt regarding the ratr 3t which this work 
had to &cl paid f r l * -  In IW, the Chief Secretary had mnv~ncd r 
canfcrr?ncc in w!. : -h i t  was agreed that the Corporation would pre 
rent the claims on t+e b a s i s  af a certain formula. That Ponnulor had 



to 1,e accepted by the D.G.P. & T. and the approval had not been 
mcived. So the whole amount was still pending. The Corparation 
had presented bills for Rs. 6 lakhs to the Postal Department on tht,: 
basis of the agreed formula. Sinne the acccptai~cc of the D.G. halt 
not been received. no payments had been made. In reply to a ques. 
tion, the witness stated that the Department was following its own 
formula in charging for the service and on that basis the h p t t .  had 
been including the amounts in their accounts. In reply to another 
question, the witness stated that based on the agreed formula, the 
Corporation had worked out a hill and that bill was presented this 
year (1965). 

8.217. The Committee &sired to be furnished with further infar- 
mation on the following point: 

Wbztker any bills were prepared and presented earlier than 1964 
on the Department'e formula? If so, when The information has 
since been furnished and is et Appendix LVIII. 

8218. Fawn the note. it is seen that the State Transport Depart- 
mmt hod sent their rnvoices on 14th March, 1953, lQth May. 1953 
uad 20th March, 1959. Although the invoices were returned un- 
accepted as they were not prepared on any agreed and accepted 
formula, t h  Postal Department. have however made two ad huc 
payments af RE. 6 I & h  in 1!35WQ and Rs. 1,70,000 in 1880-61 to be 
a d p t e d  on b a l  fixation d the rate of subsidy. 

8.219. Further it is also s e n  that after the conference, bilk to 
the extent of nearly Rs. 8 l a b  have been prepared and sent to the 
postal department and the remaining b1.k WOUM bt! sent in due 
course to the Department. 



the charges were not reilrwd in advancc, the witness stated that dur- 
ing the time of elections, a large number of vehicles had to be s u p  
plied for polling persons and also to police persc~nnei. Claims were 
made, but thc Departments might have their own difficulty regard- 
ing budget prov~sion and some amounts were kept pending. 

8.223. From the note (Appendix LIX) furnished at the instance of 
the Committee, it is seen that the dues outstanding as on Jlst March, 
1965, collections t i l l  30th November, 1065 and balance as an 
1st December, 1965 in respect of private hire, bus warrants, job 
works and other items are as follows: 

Outvtanding GAlections & ~ K T  au on 
on till :-12-rg(i5 

31-3-19% 30-1 1-lg65 

Private Hire 

Bw Warrants 

job Worh . 
Othcr Ircms 

- ---" - -.---- --.------- -- - *---.---. - - 
8224 It IS a1.w wen thst out of Rs 82.29849 p. outstandmg as on 

1st December, 1965 m respect of pnvate hire. an amount of 
FLr. 130,568 75 p rs outstanding against the various Departments of 
the Cavcrnmcnt and an amount of Rs 1,707.34 p. is outstanding 
against the varlous private parties 

8.225. The Cornnzittee suggest that m g w w  step be tsltm to char 
the d u e  outstanding. 

8.228 The Committee And no reaswn why there are a r m  u a k  
private htre when there are already rules requiring the collection d 
him charges in advance whenever buses are hired out to private 
prth. Tk Cammtnec d&re that the rules in thb regard Jhould 
k r W d y  enforcud. 



W s  for the period 1957-58 to 195940 were rejected by the Motor 
Vehicles Department on account of the failure oE the Department to 
intimate the non-operation of the vehicles and also the date of put- 
ting the vehicles back into operation to the concerned Transport 
Authority. 

8.228. The a m u n t s  for 1963-64 take credit for Rs. 4.67 lakhs 
towards refund of vehicle tax due from October, 1959 to March, 1964. 
But the amount has not been admitted or confirmed by the Motor 
Vehicles Department so far as in some cases. the satisfaction of the 
prescribed formalities is said to be under correspondence. 

8.229. In regard to the refund of vehicle tax, the General Manager, 
Kerala State Road Transport Corporation informed t h ~  Committee 
that as soon as a vehicle was withdrawn from operation and sent 
to workshop. the R.T.O. should have been informed. Evidently that 
had not been done in the previous years and the Corporation might 
not be able to give any satisfactory evidence to RT.0. about the 
withdrawal of vehicles from operation and sending them ta work- 
shop. On being asked about the steps taken in that regard, the wit- 
ness stated that whenever a vehicle was withdrawn from operation, 
a report was sent ta the RT.0. 

8.230. The Committee pointed out that the statement that prsonr 
concerned might not be able to give cxplanatrons was not satisfac- 
tory. The explanat~ons of thc persons ctrncerncrf should be an 
record and the Department could thereafter cieclde whether to take 
action or not. The witness stated that the thmp had happened long 
ago and the officers who were responsible might not be in service 
and might have retired. 

8231. The F~nance  Secretary informed the Comrnl ttec that them 
was a d c k t  in the system. M e n  a vehicle was wnt to the wtwk- 
shop. it was expwtcd that  11 would returtmi in o week's time. 
Instead, the workshop might take another I5 days or 20 days. 
Refunds were nr~:  obta:nahlrl for periods lcss than r month. 

8,232. In reply 10 a quc.sLltm, trw General Manager, Kcrat:# State 
R o d  Transport Cc~rpwtlinn : :;rtr.rf tir;): s 1 3  f l  b k  was rnnrntaintd 
for the vvhiclr. In reply to snt~zfws quwtrcm, :he tvitrlteri ~Salrd that 
a pyr:wnt a t  the beginning ( , I  the year was mode for all the whirler 
owned by the Department which was a block payment. At the end 
of the year, a btatcment was ptven regardfng the n u m k  of vehlcler 
.cktrrUp operated during the pcrtad. If tr w u  found Ourl excllll had 



been paid, then a refund was claimed. As soon as that was verified, 
the amount was paid back. 

8.233. In answer to a further question, the witness stated that a 
opecial staPT had been appointed to collect all the necessary detaib 
and for the year 1964-65 and for the current year, it should be pusi- 
ble to present a claim which was capable of verification. The wit- 
ness further added that it was expected to get a refund out of h. 4-67 
lakhs. The Committee were further informed that on the conversion 
of the Undertaking into a Corporation in Apnl, 1965, it was working 
on a commercial system and efforts were being made to get the 
refund. 

8.234. In tbis ca*, due lo fdtue to comply with tbc formaliticr 
h regard to the operation of the vehicles the tax refunds c d d  not 
be obtained I m  the hansport Authority. Thc argument that the 
Corpor8tioa wotdd not be able to farnLh srtw~ctory evidence ts 
BT.0. is badly convincing. It should have bum pogible for tbm 
Corporation to cdlect the details tram tbe log book .nd trvnirb tbe 

to the m-rt ~ o i b a r i ~ .  

8 . a  The otbtr disturbing factor is that the Corporrtioa has kst 
a d d d  it necessary to call f s  tbe axplattation of tbe pcrwrrrs 
coaccrrrcd for the failurt. 

at36. 3% Cornmitt- hope that suitable steps d d  be taken te 
remove the defect, if m y ,  in the system. n t t y  also d& that rccues- 
ury barrtructioas bc iwd in this @ and Ilill;itabb actim taken 

tbe p n o n s  who fail to with (bC instructionq 

8,237 The Cammitree note that crpminl staff hati been appointed lo  
c d k t  dl tho ntueakury details for the year 1 9 6 4 4  and for the 
cunrnt ycrr and i t  would be p~sslbk far the Cotprntion to p*escnt 
a claim which would be capable of rr l f irntion. They h w  t b t  
claims lar mfundr will not )uc allowed to fnll into a m r n  in future. 
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working results for the 5 ycnrs cnded March, 1964: 
.- - - - - .  - -- ---.--. - .*-. 

Year Capital Earnings I3xpenditurc Net Ims 
(In 1:ll;hs of rupecs) 

The recurring loss is due to the following factors:- 

(i) Non revision of fares to meet increased working expeilseir 
and allowing concessions in fares; 

(u) h u e  of free passes to students; 

(iii) Disproportionate expenditure on establishment (over 50 
per cent of the total expenditure and more than two 
third of !he total revenue); 

(iv) Inordinate delay in repairing and commissioning of depart- 
mental boats which necessitates uneconomic hiring of 
private boats to maintain the services. In one case a 
boat sent to docks for repam in March, 1962 was re- 
launched after ahrut 18 months in September, lWS. The 
expenditure on hire of boats during 3W-63 and lQ63-W 
aggregated Rs. 0.80 lakh. 

8.2%. The Committee desired to know the net loes for the year 
1984.60 under this wing. The General Manager, Kerala State b a d  
Tnnopott Corporation infwmed the Committee that the 1- was 
Ra 3.6 leJdu for the year 1964-65. On baing adted about the reawns 
for the low every year, the witness stated that out of four reasons 
given in the audit para the first reasan was that the fare waa quits 
uneconomical. In reply to a qwrCLon, the witness stated that the 
huc was b e d  in April, 19S. On Wng &eked about the stspr Utm 
to mvfse the fare, the witnew stated that irnmsdl.tcly alYer th 
CapartIan tDok over, fmm wem ratianrtlrdl to amhe ttrtont md 
a a ~ u f F l r .  1 . 5 8 t l d u w u ~ b t h e f U l t r ~ 1 ,  



8.240. The Committee desired to know whether the issue of free 
passes to students was on a commercial basis. The witness stated 
that the transport was formerly run by the private operators. During 
that period, free passes to all the students were allowed. It came as 
a legacy after it was taken over by the Government. Even now 
students were being transported free. On being pointed out that if 
it was an old legacy, that c c d d  not be thc reason far the loss, the 
witness stated that the number of educational institutions had 
increased and there was a larger number of students to whom free 
passes were issued. In  reply to a ques!ion, the witness admitted 
that the concession to students was one o f  the contributory faclorj 
and it was not the main item. 

8.241. In regard to the disproport.onate expenditure on establish- 
ment, the witness stated thrit under the canal rules, a certain stan- 
dard crew had to be main!alncci for each boat and on an average 9 to 
10 people had to be employed. The number was fixed on the capa- 
city and the length of the boat. In answer to a question, the Secre- 
tary, Public Works Department stated that from the point of view of 
safety that n u m b ~ r  was required and thr rule did not require any 
change In rcply in a question. the Genernl Manager, Kerala State 
Raad Transport Corpora'ion stated tha' thrrc was no over employ- 
ment. On being asked whrther ;t was t?w contention that from the 
time when these rules werc framed. the Department was making 
a loss. the w:!ness stated that the cost of establishment on this trans- 
port was much mow than :he ctrcit of the road transport. The Sec- 
retnry, Public Works Dc.par:mc:.rt added thst the cost of labour had 
also gone up. In reply to a question the witness stated that if the 
fares werc increased there would be agitation. The Department 
warited to r a m  the fare to 3 reasonable level so as to make a profit. 
if ~t had been done, the Department would have been faced w.th a 
lot of agitarron. The fares had been increased slightly during 
1 965-66. 

8.242. Irr regar,i tu the delay in rcpmnng and crmm~ssioning at 
departmental t x ~ t s  which had necessltattd the unecanomic h~rinq 
of private boat 80 maiatain the s w i m ,  the Generd Manager. 
Kcrela State Road Trruzsport Carpora:inn \tated that the buaa was 
sent to the docks early in July. 1962. It was found that the boat 
could not be repaired but hsrd to he romplc?ely rw.ronstructpd. In 
regard to the hirinr: of boa:s, the witncs.; stated thst the Depr?- 
men! was hirrnq private t m 3 1 ~  at 115 p. per wwenger The o p n -  
tlanal cast of the Department's transport was 148 p. In rcply to a 
quaetion, the witness stated that after thc Commrainn took aver. a 
arsrw boat had already been constructed and anather wa under 
Cbllm'uam 



8243. The Committea are perturbed to note that tbe loss under 
this wing is increasing year after year and the loss for the year 
1964-65 is of the order of Rs. 2 5  lakhs. 

8.244. The Committee sugge~t that it should be examined what 
economies, administrative or otherwise, should be affected in the 
m i c e ,  so as to eliminate losses. The Committee also suggest that 
the feasibility of introducing conceslrional tickets for students mny 
also be examined. 

8.215. The Committee also desire the Department to examine 
whether the canal rules which were framed several years ago require 
m y  amendment particularly in regard to maintenance of the cmw. 
If so, suitable steps should be taken immediately in that direction. 

Incorrect interpretatron of orders of Covcnmen:. para 89, page 108, 
(Audit  Report, 1965). 

8.246. The Director of Transport interpreted incorrectly an order 
of Government issued in July, 1958 revlslnq the scales of pay of the 
employers of h ~ s  Ilc.7artrnt.nt from 1st Apr~t .  1958 and ftxcd the 
initial pay of about 700 nffir:al rcckrrnlng stbrvlcts on ,lady wngrs ai; 
service qualtfylng for ~ncrcmcnt for !he purposc uf ~vciqhiag~. .  wt:,c.!i 
the Government order dld not cnl-:sngta This t ~ 1 t a i 1 ~ i  B I.CCUTI.II;!; 

extra llabil~ty of sbou! Rs. 44,400 per nnnum 

8248. Tbc Comm~ttr.c dr:lt~rt.ti to know u.; t c t  ( I )  what were the 
reasons for not Qkmq prompt action when Lhv trrc.gulnr fixation of 
pay was brouryht to notlce bv Audit in June, 1959 and ((ri) what were 
the c~rcurndnnces under whwh i h ~  Gctvernrnent instnrctlonar were 
wrongly :n:crpwtd. The Ccneral Manager, Keralar State Road 
Tranrport Corporation informed the CommitLee that there w u  a 



pay revision in 1955. The particular category namely the daily rate. 
category were engaged on daily r a t m  Though they were engaged 
on daily basis, they were more or less permanent. Some of them 
had been working for 10 or 15 years. In the pay revision order of 
1955, it was specifically mentioned :hat the previous contmuous 
service of thcse dnrly rates staff could also be taken into account for 
giving weightagc. In 1958 another pay revlslon took place and In 
that order them was no spt?c~fic ment~on, whether th? c( ntmuous 
service of darly ratcci people could also be taken into account for the 
purpoee of weightage. The Department had prcsumcd that on :he 
basis of what had happened in 1955, in 1W also this s e n w e  could be 
taken into account a.14 the pay was fixad on that bas s That was 
how the pay was f r x c * ~  on a different interpretation of the Govern- 
ment ordcr. I 1 1 yucs'ttrn, the w ~ t n c s s  s tc tc+J  !ha: tr?c pay 
was fixed bv the htmi of thc depnrtm-rt On bcmg wkcd u.ht 'her 
lt was not propcr t.1 hsrc sought cln-.~ricit:c~ I from :he au:hort?lcs 
who had :stsued the ~ ) rd r* r i  r2thcr t h a n  ' o  ~ntcrprct orders ~ ) n  pre- 
sumptrtzn, :he Scr r :a rv  Pub1 c Works Dcp;irtrnr.nt stated m a t  the 
Deportment had nskrd :hc explanation of the officer who had fixed 
the pay Iic had stntccl thn:  the ordr ri  wert. 7ss:lcd conslder~nq the 
~wcullar nature of the Dcptt. Somc benefits were extwded In the 
l;ght cf the  %nlrit of thc. prvvmui; Governmn:  w d r r  In  rcpiv I a 
qucstmn. the w t n c \ s  stntrsd that the rrsponsihlll:y had not btvn fixed 
for ~ncrenscd fixat:on r b f  pav Tint* rrfficc r h*id ixw:, :, 'ci : i i r i :  1 n c ~ t . 7 ~ ~ 3  
fixat~orl of pay w;rs higrlly ~rrvgular 

8.249 In  rr*;:;itO + t i  t h t b  d t b l ; t y  t!t 5 ~ 1  : ~ n g  re;rl:t.s 1.1 audit, the 
witncw s l a f 4  tha: : ' l c .  I)tb?:,r:rnr.nt rn~,:;~: h 7 . s ~  + ~ i . ~ t - > t ~ * * i  ? ! > a 4  .tt.t4 t 
ptrm! and rvtiu~'t4 Z ~ C  p;1y Hut ;t W I I U ! ~  h a ~ c  !.i>.suit<d ln strrkc and 
agibtlon !I:'iagIltlu: thc .T!:t!r* I t  was 'rt\a!cc! 2 ;  an c s t ~ p t ~ o n a l  
caw I I I  tfw I ) U ~ ~ I C  :::!c~c*~! 

8.250. The Committee con+idnr it highly improper tor the * p t ~  
tu have fixed thc pay on a different interpscti~trsw of the C o v t  ordcr. 
on presumptionr, without swking the cinrificatiaa of the order, 
relating to f l u t i o n  uf pay f r rm thr nnthoritie,. who had isstwd the 
adam. Thcv dcstrc th: Fittantc Depnrtmcnt to i%3tip nPcr\ssry 
instmetloan in thb regard to avoid recurtcnca at such instances. 

8251. They hope that this c a r  would nat be treated as a pttcedleat 
for regutarising h q u l a r  hation of pap In fuhvc 



STORES PURCHASE DEPARTMENT 

Extra expenditure, para 37, page 45 (Audit Report, 1965). 

9.1 In June, 1961, the Stores Purchase Department entered into 
a ~ a : c  contract for on: year from the 20th Jubt~e, 1961, with a con- 
tractor for the supply of charcoal to various institutions in mofwsil 
centres outside Trivandrum at  the ratc of Rs. 6.50 per 'para' (Mad- 
ras) (this was done after inviting tenders; only the tcncier of this 
contractor had been received). 

9.2 The period of contract was subsequently extended by six 
months on the same terms and conditions on the ground that pur- 
chases by Government during thc original period of contract were 
only 7,993 'paras' (till May, 1%2) as against the es!lmatcd quantity 
of 25,680 'paras'. It has been notrced In this connection that (a) 
the ceiling rate fixed by Government for I t ~ o l  purchase by insti- 
tutions in Trivandrum during the said sis months was only &. 
3.25 per 'para' and (b) certain institutions In the nmfussll not 
covered by the rate contract had made local purchases of charcoal 
during the same period at varying rates not exceeding Rs. 3 per 
'para' (these mofussil centres were in the same districts as were 
covered by the rate contract). 

9.3 The extra expenditure owing to the extension of the rate 
contract in the mofusil centres (on 12,417 'paras' of charcoal ob- 
tained during the extended period) amounted to a b u t  Rs 40 355 
computed with reference to the ceiling rate of KF. ? 25 per 'para' 
in Trivandrum and Rs. 43,460 with reference to the highest price 
(Rk. 3 per para) paid for local p u r c h m  by certain other institu- 
tions in the mofusdl. 

9.4 The Committee d m i d  to know whether there was any 
legal obligation on the part of the Government to extend the p e r i d  
of contract which had entailrd cnnsideroblc extra expenditure. The 
Additional Secretary (F'inancc and Planning) stated that there war 
no such legal obligation on the part of the Government. On being 
asked about the circumstances under which the period was extended, 
the wftnegs stated that the contractor had represented to the 



Government that during the  period of one year since the beginning 
of the contract, only 7993 'paras' had been taken by the various insti- 
tutions as against the estimated quantity of 25,680 'paras.' The con- 
tractor had stated that he had made preliminary arrangements and 
had incurred a loss in stocking. The witness further added that  dur- 
ing the period of one year, he had stocked the approximate quantity 
indented for by the institutions. The contention of the contractor 
was that unless the periocl of the contract was extended, he would 
suffer a Iuss. 

9.5, On being asked as to why the entire q u a n t ~ t y  was not pur- 
chased before the contract period was over lnstcad of extending 
the  period of the contract, the witness stated that actualig it was 
not to b, purchased a t  one point. I t  was to be indented for by 
about 50 institutions spread throughout the State according to their 
own requirements from time to time. 

9.6. In reply to a question. the wltness stated that the fact that 
the market price had come duwn was known when the  pertod of 
thc urntract was extended. lie a d d 4  that the repesentation of 
the contractor was considered by the Stores Purchase Comrn~ttet 
whwh ctmsistcd of the Secretary incharge of the Stores Purchase 
Dv:,;crtment, J o ~ n r  Secretary (Finance) and the  Chlef Secretary In 
the Departmental note ~ubmrttecl to the Stores Purchase Commit- 
tee i t  was statid that the ~ w r ~ o d  of contract n w d  not be extended. 
The Stores Purchaw Co~nmtttee also retctmrnended that the period 
of the cumtract ncwl no! tw t ~ t e n d c d .  Actually for not extending 
the c.ontract this rcyrc~sc.nt~lticw need not h a w  been submitted far 
ordrrs  Hut r n  ttw wyresrXntrrt:on. there was an endorse~nent askkng 
fvr the rrnmrks of {he Storcs Purvhaw C~ommtttee and the remarks 
wrw given. Thc orders of tht* (hvcrnrncnt on the remarks of the 
Commrtter were thnt'ln vlclw t r f  the orcumstanccs tn which only 31 
per cent of thtb qunntity ind~cnteci in the contract had k n  taken by. 
the tnstitutwns. ~t was cmly f a ~ r  to R I V ~  an extensiim ti) the  contrac- 
tor. 

87. The Ctrmmittcc arc unable to understand as to why the 
period of the contract was extended there was no kgd obti- 
gation an the part of the Government to do ?co. s@dy winn tbe 
nhpartment war aware af the fact that the market prim had mmo 
duwn d c a  tbc period of the contract was extended 



mafudl not covered by the rate contract bad made local purehares 
of charcod during the same period at varying rates not exceeding 
Bs. 3 per 'para'. It is therefore surprising that the contract WM 
extended at Rs. 6.50 per 'para' involving an extra expenditure d 
about Rs. 43.460. If it was considered necessary to extend the 
contract on compassionate grounds, the contractor should have been 
asked to supply charcoal at the prevailing market rate which was 
much less. 

Text Books Office. Trizwdrrtrn. porn 96(i). pages 113-14 (Audit 
Report, 1965) : 

9.9 Avotdable eqendzttire on purchasr of paper: On the  basis 
of tenders invited in August, 1962 for the supply of 50,000 reams of 
"Dl Crown Whte"  paper for jmnting tibut books. the Controller of 
Stationery. Trivandrum arranged in Xovcmbcr. 1962 for the supplv 
of 20,000 reams only, with a local firm at thr lowcst acc.eptablc rate 
of Rs 1.73 per k g  F.0.R drstmation. Simultrinerrusly, orders for 
the supply of the balance quantlty of 30.00 reams were placed with 
a firm in Madras at a higher rate of Rs 1.79 k.g F.O.R. Dcpart- 
mental Stores as thls firm had offered to commence supply within 
15 days of supply order compared to thc delivery pertod of 2 months 
required by the local firm The order \nth the Madraq firm had, 
however. to be cancelled on 1st December, 1962 and its earnest 
money of Rs. 15,000 forfe~ted. as it failed to commence supply within 
15 days, as indicated in the tender, and to cxccutc the agrtvmcnt 
as stipulated in the supply order. In the meantime, the Arm period 
of the local firm, with which the part supply of 20,000 reams had 
been arranged expired (24th November. 1962). Fr~sh  tenders in- 
vited in December, 1962 failed to secure acceptable offers Qn the 
basis of tenders called for a third time in February, 1963 orders 
were placed with a firm in Bombav for supply of 20.000 reams in 
March and June, 1963 at Rs. 2.45 per k.g rcsultina in an  extra ex- 
penditure of about Rs. 146 Iakhs, compared with the lowcst rate 
Ub. 1.73 per k-g.) offered by the Inca1 Amm in  November, 1962 

9.10. The Committee desired to know as to (i) what were the 
circumstances which had led to the decision of the Government to 
split up the tender and (ii) why was the urgency of demand not 
indicated in the tender. The Additicmal Secrckry (Finance and 
Planning) informed the Committee that this wea one of the wven 
items for whlch the Controller of Statlanew had invited tenders 
far paper that was required ftrr prtnting al k t  books fur the year 
1-44 at the instance of the Education Departmmt. I t  war stat& 



in the tender that the supply should be made within two montha. 
After the tender was received on 24-9-1962, it was opened on the 
same day. A meeting was convened by the Education Secretary 
on 4.10.62 which was attended by the Controller of Stationery, 
Superintendent of Government presses, the Director of Public Ins- 
truction and the Text Book m c e r .  

9.11. On being asked as to  what happened between the 24th 
Sept. and 4th October, the witness stated that by :hat time the Con- 
troller of Stationery had tabulated the varmus tenders for all the 
seven ]terns. At the meeting the varlous samples produced by the 
tcndercrs and the cluant~ties that were offered by the tenderers were 
t i ~ s c ~ s c d .  The lowest tenderer was a firm In Bombay whc) had 
offcrcd only 6,000 reams (as  agaSnst 50.000 reams) a t  Rs 1.56 per 
k g. Thcs paper was found to be of very old stock and was o f  In- 
fcrmr yuality and therefore ~t was rejected by the Superintendent 
of Government Presses, the Director of Public Instructltrn and the 
Text Book Qfficcr. The next tenderer was a local firm wno had 
offered at Rs. 1.73 per k g  I n  reply to a question. the wtness i tat& 
that the A r m  had offered to supply the entire quantity of fi0.000 
reams with sa!e tax, transport and other charges extra The third 
lowest tenderer was a firm in Madras who had offered at Rs 1.79 
p r  Kg The firm had stated that it wouid start dehvery wl th~n  15 
days In view of the nrgenc?; to start printing, the Director of 
Pub l~c  Instruction had stated at the discussion. that the printing 
should start within one month and a purchase of 20.000 reams from 
the Madras fimm was r~commended and 30.000 reams from the I m l  
firm so that in the first few weeks some quantity of paper might be 
ohtalncd The difference in rates &tween Rs I 3 and Rs 1 79 
actuallv had worked nut to 01 p and not 06 p because the \?adras 
firm's tender was F 0 R. Departmental Storm whereas the local 
Arm's tender W A S  with sale3 tax. transport and other chargw .-:ex- 
cludrul" That \r ,) ; computed at Rs 1 78 for the local firm and Rs. 
179 for the Madras firm Sinre the d~ffcrcnce was only .01 p and 
In t-iew o f  the urgency it was wommcnded that ?I).CICK) rc-arns might 
hc obtaineul frcm thc Madra!: firm A remrnmendation to this 
c f k t  was made by the Controller of Stationery which w a s  examin- 
4 by tht* Government, through the Stores Purchase Ct~mmitttu. 
k i s r n n  w a s  takcn on the basis of the situation then prevailing 
that 30.000 reams might Lx* ordered Imm the Madras firm and 
20,000 reams from thc loral firm. Cm being asked as to when the 
dwisicm was taken bv the Stores Purchase Committee. thc w$lrnt"ss 
stated that the Stores Purchase Cnmmittw couPd nnr decide becau-se 
the cmt Involved was over Rs 2 lskhs It was submittd t t r  t11t 
Minister-incharge 



9.12. The llitness further inform@ the Committee that the 
Stores h h a s e  Committee was reorganised due to certain com- 
plaints from the various departments who had pointed out the 
delay in the purchase of stores. In June, 1963, the whole question 
was considered by the Government and Departmental Purchase 
Committee had been formed after enhancing the powers of the 
EIeads of the Deparment. The Departmental Purchase Committee 
consisted of the Secretary of  the Department as Chairman, the 
Head of the Department and a Member of F ~ n a n c e  Departnwnt. 

3.13. From the faetc placed before them, the Cotnmlttce have 
not found adequate justifkation for splitting trp the tender and 
awarding a portion of the supply to r firm at a higher rate. Tbe 
Committee are surprised at the manner in which this caw has been 
dealt with. They note that the ordcrs with the Madms firm had to 
be cancclld as it failed to contmcnce supply within 15 days. In 
the meantime, the firm period of the local firm with which the p ~ r t  
supply af 2 0 . M  reams had heen arranpcd also cxpircd Tcndcra 
were called for the third time and orders were placed with n firfn 
in Bombay for the supply d 2 0 . 0  Hams at R?r 2.45 per k.g which 
resulted in an extra expenditure of about RP. 1:46 lakhs cornpatred 
with the lowest rate of Rs. 1.73 per kg. offensf by the local Rmt 

9 14. From the notes (Appendix LX) furnished at the instance 
of the Committee. it is seen that apart from the present ca%c thd 
Government have modified /over-ruled the recomm*ndation af the 
Stores Purchase Committce in respect of several caws. The C'om- 
mittce are of the opinion that there is 1 ~ ,  point in cohstiloling 1 

caramittee specially far r particular purpose if its wcommc?ndationr 
are modified or overruled in a large numbtr of c a w  by the Gat- 
ernmen t. 

9.15. The Cammittcc hope that with the wtting trp of the nt- 
partmental Purchase Committce, such inrtancn would not rcctrr 



REVENUE DEPARTMENT 
Non-realisation of dues in t e r m  of  an ag:eeinent. prrrn 48. page 66-67 

(Audit Report, 1964). 
10.1. In April, 1952, Government sanctioned the opening of a dts- 

tillery by a prlvate firm subject to the payment of 10 per cent of its 
net annual profits to Government from the third year of its working. 
It was further stipulated that Government would reserve to thern- 
selves the nght to review the positron of the work~ng of the firm 
at the end of the first and second years and also to modlfy the con- 
cession su~tably, ~f on a scrutiny of the distrllery's accounts by a 
Government Audltor ~t was found that cu,ns~derable profit was 
made by the firm during the Arst and second years An aqrccmtrnt 
was executed by the  firm accordingly on the 12th May, 1952 and the 
dtstdlery started funct~oning on the 1st June. 1954 

102 During audrt of the ofice of the Exclse Inspector attached 
to the dlstlllrry rontfucted In September-Oetober. 1957. rt was 
notrccd that the department had not taken action elther to revleu. 
!ht* percentage of protits wtth reference to the working of thc con- 
wrn rn the first and second years. or to assess and recover the  dues 
to Chvernment, In terms of the agreement. The failure In :his rcs- 
p r t  was pointed out t o  the Board of Revenue in December. 1957. 

10 3 In July, 1958, the department required the firm to prodwe 
the balance shects for the Arst two years for the purpose of th r  
rev~cw contemplated In the agreement, but the firm refused to pru- 
duce them. The Arm also contended that it was ultra rtres of the 
powers of the Government to strpulate a shore in this profits uf the 
concern. 

10 4. T)rc accounts of thc A r m  were subsequently examined by 
an onicer of the Industrim Department in March, 1 .  but the 
mrrect position regarding the finsnctal working of the A r m  and the 
*harp of pnfits due to Govt wprr not assessect. His report. hnw- 
rvtr .  wver ld that the firm had. according to i ts  Auditors, incurred 
a n ~ t  lw of Rs 10.OQ8 in thc first pear of its working ending March, 
1985. but during the second year tt had madc profits amounting to 
Rs B.722 In subsequent years. the concern was making larger 
pmnta. 



10.5. In January, 1960, on being threatened with cancellation of 
licence, the firm agreed to remit 10 per cent of the profits under pro- 
test, pending a finai decision regarding the right of Government 
for the same already contested by them, and proposed that the 
amount might be adjusted from their security deposits and earnest 
money deposits for 1958-59 and 195940. The department did not 
avail of this opportunity also, but released, the deposits amounting 
to Rs. 20,500 in September, 1961. The Board of Revenue stated in 
July. 1962. that the security held by the department relating to 
previous contracts were released after getting fresh securities. 

10.6. The profits of the firm from the third year to end of 1960-61 
worked out to Rs. 3,71,590 as detailed below, as per the accounts PIT- 
pared by the Arm's Auditors. 

-- --. 

Sear Profit 
- - -  

Rs. 

On this basis, a sum of Rs. 37,159 is due to Cavernmt:nt 1 1 1  rcs- 
pect of t h s  period against which the Chvernrnent LS hold~ng *tai-u- 

rity deposit from the firm only for an amount of Rs. 3.00C) Tllc 
amounts due for the subsequent ycars are yet tr, lx ascc.~".,i~r:+d. 
Under the provisiuns of the agrccnwnt, Government arca vc+st~d 
with full powers to cancel the agrwtnent for violation of ~ t s  : r * r m  
and to take coercive stcps tu recover the dues; but no ~ c t ~ o n  has 
been taken in this direction. The firm rs also twing h u e d  Itc~ticc 
for running the distillery year after year (August, 1963). 

10.7. The Comrn~ttcr desired to know whether the 10 per cent of 
the net annual profits had h e n  paid to the Government by the pri- 
vatc firm from the third year of its working The Additional 
Secrckiry, Revenue Deptt. informed the C o m m i t l ~  that no amount 
had beat paid as a share of the pmt!t. On k i n g  asked about the 



10.8. The Committee desired to know as to why the clause of the 
Accountant General conducted the Inspection, the question war 
taken up with the Distillery. The Arm had contested it and had 
stated that the firm was not bound to honour the agreement in view 
of the fact that the particular clause offended the natural justice. 
The witness added that the legal opinion was taken and the Deptt. 
was advised that it was not proper to insert such a clause in the 
agreement. 

10.8. The Committee desired to know as to why the clause of the 
agreement could not be revised now. The Additional Secretary, 
Revenue Deptt, stated that the difficulty was that there were only 
two dtstillcries in the State to supply arrack to all the districts. 
Government wanted to cover larger areas and would require at  least 
two distilleries. There would be legal dificulties, if it was done in 
the  middle of the year. In reply to a question, the witness stated 
that the licence was renewed every year. On being pointed out 
that if the Government had told the party that unles it honours 
~ t s  commitment to the Government which were made in good faith, 
the Government would not renew the licence, the witness stated that 
the opinion of the Board would be taken and the matter would be 
ptrsued. 

10.9. The Committee regret that from tba very beginning tbt 
entire case in regard to the contract was not property proctsd. The 
Committee consider it extremely unfortunate that Govt. should 
have entered into nn agreement which was later found to be til:rc 
1.1 res Th* Commi t ree  also fecl that Govt. rboald have taken prompt 
~ t e p s  to revise the agreement as soon m i t  was found that the 
edginal agreement was ultra rlres instead Of aIkCIYIng the stalemate 
to continue indctinitely. They suggest that the question of reeking 
tbc agreement should be considered and while doing so the question 
of suitably enhancing the licence fee should a l w  be considered before 
the license is renewed so that tbe financial interests of Covt. a m  safe- 
guardad. 

10.10 The sales tax receipts d u t t n ~  the year 1[)63-&1 (Rs. 14s 
ctom)  recorded an increme of Rs. 1.15 cmres18.60 per cent aver 
the budget cstimatcs (Rs. 13.37 crarrrs). The variation between the 
b u w t  d r n a t c a  and actuais under important minor head% with 
with rasuont therefor u e  indicated Mow:-- 





10.11. The receipts during 106%$4 have shown aa increw of 
BP. 7,08,00 lakhs/95.17 per cent compared to those in 1959-60. The 
-tern-t below iridlcetes the increasing trend of this source of 
revenue during the last five years. 

Year Acruals I'crcamgc of Salcj tax receipts 
to the total receipts of the State 
unda the Pridpl Heeds OF 

Rmmue 

7343'91 28-43 per ccnt 

10.12. The Commlttce dcsrred to know the rrasons for the varia- 
tion twtwecn the budget estimates and the actuals. The Secretary 
(Taus )  Board of Revenue informed the Committee that In regard 
to Central Sales Tax, the shortfall was due to the fact that a iarge 
number of dealers had complied with ?he provisions of Central 
Sales Tax Act, 1956 and had enjoyed the concessional rate of one 
per cent on interState transactions much more than what was snti- 
oipated. In regard to State !Sales Tax, the variation was due to 
normal rrsc In prlrcs and Increase In rates and the expeditious ct-tm- 
plri~un of find asseswment that were pending d~spusal. In  regard to 
the l~cence fees. the new act whtch came into f o m  frnm 1463 dld 
not have any provioio~ for fhe levy of licence fees. Though Rs 13 
lak& were anticipated, only Rs. 3 68 lakhs were mtlccted by way 
of I~cence fccs whlch was the balance due for the prev~ous year. 
The variationr in regard to the mlsceilantnur rweipts could nctt be 
anhciprtad. Campoundrng fec was levied and the quantum rrf 
mmpounding fee depended upon the number of  ra.w bonkcd by 
c.llllesn. 



(c) ( i i )  Irregular. grunt of exemptions: 

10.14. (1) Under Section 9 of the General Sales Tax Act, 1125 
M.E., an assessee is entitled to exemption in respect of turnover 
involving transactions carried out on behalf of known principals 
s,pecified in his account, in accordance with the terms and conditio~wa 
of a licence provided that the turn-over so exempted is included in 
that of the principals or dealers from whom purchases were made. 
In  the Sales Tax High Range Circle, Devicolam, five dealers in 
cardamom were granted exemption in respect of turn-over amount- 
ing to Rs. 29.14 lakhs on the ground that the sales would have b c ~ n  
assessed to tax at the hands of their principals borne on the files of 
the different Sales Tax Officers. A test check by Audit showed 
that a turn-over of Rs. 3.28 lakhs exempted at the hands of two of 
these auctioneers has escaped assessment in the  hands of their pria- 
cipals also; the loss of revenue amounted to Rs. 6,568. 

10.15. Explaining the positian In regard to the loss of revenue 
*mounting to Rs. 6,568. the Secretary (Taxes) Board of Revenue 
stated that it was a case of irregular exemption and the Deputy 
Commiss~oners had taken up .wo inotu revision of these eases Tn 
xepl?. to a question. the witness stated that some cases were brought 
cu t  by the Audit staff of the department and other caws had been 
detected by the Accountant General's audit. On being asked whe- 
ther any instructions had been issued in this regard, the wltncss 
ltated there were already instructions in this regard Tht* ofbers  
1 ad been told that when exemptions were granted, they must mnkc 
:,we that the principal dealers had paid the tax before the agents 
were given exemptions. 

10.16. The Committee suggtst that the Dcpartmmtal Audit 
h i d  be strengthened so that all such cam a n  detected by them. 
They also desire that necessary instmetiona be issued to nll olRccrrr 
to be careful in their assessment work SO as to avoid irregular grant 
af exemption. 

10.17. (2) In the Special Circle, Kattayam exemption was ermne- 
ously a l lwed  on second sales of rubber cffccld lmally by an aascs- 
see. on the assessee producing a defective declaration with no p d  
that the exempted tu rnaver  had actually d e r e d  tax a t  the hends 
of the finst sellem; the tax thus ahort-asseami was Rs. 4,485. 

10.18. In regard 10 the lw of revenue! of Rs. 4,4815. the Secretary 
(Taxes) b a r d  of Revenue, informed the Committee that the caae 
was in the procew of revision by the Deputy Cammis.simcr, Ernrhr- 
lam who was the revising authority. In reply to a gumtion, the 



witness stated that the case was detected towards the end of 1964, 
and it was still in the process of revision. 

10.19. On being asked as to how the Sales Tax omcer had accept-. 
ed the defective declaration in the first instance, the witness stated 
that the Sales Tax officer thought that this particular dealer (Second 
dealer) was not liable for tax slncc the first dcaler had already sold 
the goods to him and should have been assessed. Finally, it was 
found that the first dealer who had sold the g d s  to the second 
dealer had not paid the tax and hence the first dealer was liable for 
tax. 

10.20. Tbe Committee art unhappy to note that the case detected 
towards the end of 1964 is still in the process of revision Tbey hope 
that the matter would be expedited. The Salts Tax O f f i ~ e r ~  should 
also hc instructed to he rarefui in such matters. 

10.21. (3) (a)  In the case of an assessee who was a dealer in eggs. 
mutton, etc. exemption was granted on a turn-over of Rs. 1.76.638 in 
respect of 'dressed poultry' c tunng the year 1959-60 to 1961-62 Only 
goods ape~i f ica l l~  declart~l as tax free u n d w  Section 6 of the Act are 
entitled to exemption, though meat 1s exempt from tax. 'dressed 
poultry' is not an t*xempt& item Thr Sa1t.s Tax  Officer. however. 
aliuwrd exemption an 'dressed poultry' treat~ng it as meat T h p  

short assessment works out  to Rq 3.533 

10.22. The Comm~ttiut des~reti to know as to why exemptwn was 
grant4 on 'dressed poultry', by the Sales Tax OtIllcer The Sccretaty 
(Taxes) Hoiird of Revcnuta statcd that thr. Salcs Tax oflirer thought 
that 'drcsscd poultry' wtrulci conw wi th~n the term 'meat' whzeh was 
exempted. When ~t was found that 'Jtcsed youitry' did not come 
within the term 'meat', i t  was ascssed to tax. The witness admi- 
tted that rt was a cast. of esd.aprmmt of assessment 

10.23. The Committnc hopc that such instinct* would not ratur 

(c) ( f i i )  Irregular grant of cmtce.pstirs on InterStare sales: 

10.24. In 14 cases, though the dealers did not pnxiuee m y  valid 
'C' f o m  in support of the Inter-State sales involving a turn-aver of 
Ib. 3-48 lakhs, the Department allowed the roncxssional rate appli- 
tnble to such splcs. The tax so forgone was Rs. 23.877 out of which 
I\r. 15,462 pertained to eight cases in the Special Circle. Katt.yam. 
la 89 other cams, rcccptance of defective 'C forms multcd in short 
rwisrument of tax aggregating Rs. 15.382. 



10.25. Explaining the pasition in regard to the $rant of conces- 
sions, the Secretary (Taxes) Board of Revenue informed the Com- 
mittee that in the initial stages, due to wrong interpretation of the 
Central Sales Tex Act, the otFicar had committed certain irregularity 
which was finally found out. Subseque~tly, thr dcalers were pro- 
ducing valid 'C' forms and hence concessional rates uf tax were 
allowed b them. In reply to a question, the witness stated t b t  the 
Qntrd Soles Tax was introduced in July, 1957 and the Law was 
changed from time to tiw. So the officers, due to oversight or  
ignorance of the Law, had been granting exemptions without the 
production of proper 'C' forn~s. The mistakes were found out and 
had been rectified. 

10.26. The Committee suggest that serious notice should he takes 
ef such cases of ignorance about the provisions of the Law as result 
in irregular grant of c~nressions. 

10.27. In reply to a questron. the wrtnttss stated that the 83 cases 
related to the period 196182 and the assessment Cor r h o d  years wtwld 
have been mode during 196243 and thtb subst.qucmt years. On being 
asked whether there was any system of g~vlng a refresher course to 
the officers. the witness sk ted  that they have started the trainmy 
for these officers. C h  being asked whether such rnstanccs had occur- 
red due to lack of proper instructions to thc oficers, the witness 
s ta t4  that there were instructions, but the capocity of the cdlkx 
might v a p  from person to person In reply to a qut*stmn, the witness 
stated that the Board had ~ssued clear instructions from time to time 
On being asked as to how many cases had brm rcviscd and t a w s  
collected. the witness stated that in certain cn.~(rk asatriismentjr werc 
made property and there was no n d  to revise the sr;sessments It 
r w  found that proper declaration had been made but !hc office had 
omitted ta trace out those declaration forms Taxcs hod k e n  reaiiwd 
in a l l  the cases. In reply tn a question, the wltncss stated that thr 
investigations in a12 the 83 cases had bcen completc*d Thrr r  u w t a  
no defects in some of thew cases Wherever. there werc def~r ts  
those had been rectified anti the tax had h e n  c n l l ~ ~ t c d  

10.28. The Cornmitter dcsirtd to be furnished wlth dctmls a! 
83 c a w  where tax amounting lo RR $0,259 was fatganc. Thc 
details have aince been furnish4 and arc at A p d i x  U ( 1  



10.98. Ir! this cunnectlon the Comnittee suggest that apart from 
giving to the officers a refresher course, efforts should also be made 
to see that the assessing officers keep abreast of the latest orders 
and instructions, so that incorrect arsesnments are reduced to the 
minimum, if  not altogether eliminated. 

10.31. Cases of excess double credits afforded to the  assessees 
due t o  wrtrng eccountlng o f  collection of tax against demands raised 
were notirwl in 9 satcs tax omces. This resulted in short collectim 
elf tax amounting to Rs. 5.921 

10 32. Expln~ning thc posltwn In t h ~ s  case. the Secretary (Taxes). 
Hr~ard of  Revenue stated that in some cases assessments could not 
be completed In VIWY c,f the dvciwrn of the  Hiqh Court which had 
hcld that  t he  producer o f  rubber was not s dealer ilablc for tax. 
Such cam? were pending and the  matter had hem taken u p  before 
thc Suprernc Court and i t  was pending there. 

til.27. The Committee wortld like to be apprised of the find 
outcome of the caw. 

I'cr ~ r d  



The recovery proceedings are reported to be in various stages of 
action. 

10.35. The Committee desired to know (i) the reasons for the 
large arrears of sales tax and (ii) the latest position in regard to 
arrears. The Secretary (Taxes). h a r d  of Revenue Informed the 
Committee that the latcst position in regard to arrears upto 30th 
September 1965 \vas Rs. 3.31,09,234. On being oskrd about the  rea- 
sons for such a large ainount of arrears for the pcr~oti  pertaining to 
1959-60 and earlier. the \s-ltness stated that the assessment of cnshew 
dealers and oil  n~il lers were not made during that period due to  the  
decision of the High Court. 

10.36. The Committee desired to know thc total arrears in agri- 
cultural lncome tax. The witness stated tha t  the arrcars as o n  30th 
September 1965, amounted to Rs. 57 lakhs. tht. arrears upto 1959-60 
were Rs. 3,71,265. On being asked as t o  what had been done In 
respect of the arrears the witness stated that the proci*c*dings were 
taken under the Revenue Recovery Act and that was pending. 

10.37. The Committee arc perturbed to note that arrears of Sale9 
Tax and the .9gricultural income tax as on 30th Scptcmbcr, 1965 are 
lit% 3J1.09 and 51 Iakhs respectively. They sugget that vigorour 
steps including the setting up of a npecirl machinery, i f  ncc~~hs%ry, 
should be taken to liquidate old arrears and avoid accumulation ef 
current demands. 



FINANCE DEPARTMENT 

Policy of investment by Kerala State Government resulting in 
whittling away of accountability to Legislature, Para 69, page 88- 

(Audit Report, 1964) 

1 1 . 1 .  Mfs. United Eltxtrical Indust rles Llmited, a Government 
company subject to the audlt of the Cornptrolier and .4uditor Gene- 
ral of India under Section 619 of the Companies Act, 1956, since 
1956, issued additional shares in August-September, 1962 The State 
Government did not take up sumclent number of shares offered to 
them by the company w ~ t h  the  result that  the percentage of Govern- 
ment sha reho ld~n~  in the crlmpanv camta down from 81 51 to 41.02. 
However, the Kerala State Indu.;trlal Dcveloprnent Corporation 
Limited. a companv fully owned by Covernment, took shares to the 
tune of Rs. 9,36.000 and ~ t s  holding in the company rose ?o 4952 per 
cent. Even though 90.54 per cent of the share capital of the  company 
thus comes from Government funds. partly directly and partly In- 
directly, t h ~ s  company ceased to be a Government Company and 
went out of the purview of the Comptroller and Auditor General's 
supplementary audit. 

11.2. Government were rquested in December. 1962 to take action 
for restoring the status of the company to that of a Government 
Company or to make it a subsidiary to the  Kerala State Industrial 
Development Corporat~on hmlted. T h e  State Gmernment have 
stated that keeplng In view the policy deemon of the Government 
which d i m  not contemplate Government control uver industrral 
undertakings the State Government do not consider ~t advisable t o  
restore the status of the United Electrical Industr~es Limited. ss a 
Government Company nor mterfere wlth the decistun of the Kerala 
State Industrial Development Corporation Llmnttxi, which for rea- 
sons of ~ t s  own decided that its share cap~tal cantrlbution need not 
be to such an extent as to convert the Unlted Electrical Industries 
Llmitcd into a subsidiary company. An amendment of Article 45 
crl the Articles of Assxiation made In June. 1963 empiwered the 
State Crovcmmsnt and the Keraia State Industrial Developan~t 
Corporation b\dmg 41.02 and 49.52 per cent of shares respectively, 
to nominate only one dlrectur each of the existing number of m n  
dircctgrr. Tba m u l t  is that while 90 per cent of the h ' i w e  capital 



is provided by Government. the control will be in the hands of 
small minority of shareholders whose financial stake is only 10 
per cent of that of Government. 

11.3. Explaining the position in regard to Mjs. United Electrical 
Industries Limlted. the Finance Secretary informed the Committee 
that the State Chvernment had purchased 27,500 sharcs of Rs. 10 
each in May, 1952. In October. 1957, Government had purchased 
50.000 shares of Rs. 10 each. The total share capital of Government 
in the company had amounted to Rs. 7.75 lakhs out of the total 
issued capital of Rs. 9.5 lakhs. Accordingly, it had become a Govern- 
ment Company. The Company was managed by a firm of Managing 
Agents till 1960. Thereafter. the affairs were managed by a Board 
of Directors through the General Manager. The Company had an  
expansion programme ln 1960. Funds were not available in the State 
Government budget for further ~nvestment In the company. There- 
fore, the Kerala State Industrial Developnwnt Corporation which 
was a fully Government-owned Corporation &me to the rescue of 
the company and took shares to t he  extent of Rs 9.36 lakhs. So fa r  
as the control of the company was concerned, i t  made no diflerence, 
whether the control was exerc~sed direct by Government or  through 
Kerala State Indust r ~ a l  Develctyment Corporation. but because of 
the allotment of shares of the value af 9.36 lakhs to the KSID Cur- 
poration the shareholding o f  the Kerala Government fell below 51 
per cent of the total sharcs and htbnce technically. the Cwnpany 
became a non-Grrvcrnmtpnt Company. When the Acmuntant Cientral 
brought the fact tn the notice of the Government. Gnvernment had 
agreed that audit cmld be taken up h the Accoun~mt  General r m  
a consent basis and there was no intention of escapmg the purview 
of audit. 

11.4. On k i n g  asked as to what was being dnnc. to bring within 
the purview of accountability to State Legislnturc, the witness stated 
that the Government were prepared to rectrnsidtr thc pasi:iun 
wheVher k q  inresting somt. mure funds d~rcct ly  by C' ~ o v e r n n ~ ~ r i ~  or 
if necessary by pi~rchnsing: s(~rnr hharc*s frcm the* K . S  1.D C., i t  would 
be restored ay a Government Company. 

I I 5 Answcrrng anolhrr point. the witnms stated l hat the quw- 
+ion of issulng an order tcr t he  effect that all the  balance shwts1 
arctrunts and reprwtg ctc would be piaccad on the Tabk of the Hou~? ,  
would he wmsidtred by the Government. On &In$ ~ k c d  as to why 
ft  wuld nrsl be dcc1arc.d as a subsidiary of the Government Company, 
the w i t m  m t c d  that there were ptactirsl dlfflcultitdl and tbe Ststa 
Induscr~rl Devciopmcnt Corporation did not wunt to buy rha rw in 
tho Campanics which were actually functioning 



11.6. The Cammittee desired to know in this connection Ehr 
Industrial Policy of the Government of Kerala The Finsace k :e -  
tnry informed the Commitbe that in general, the policy was to rcec 
that new corn@es were organhed with the minimum share capital 
w that the Ooverrunent did not have any obligation to retain their 
share capital in all the companies. If they found that companies that 
were established could get on without their support, they would 
sell their shares to others and would invest in new companies. Tne 
witness accepted the position that the control should remain with 
the Government till such time as the majority of the shares were 
parted with. 

11.7. On being asked about the posit~on in regard to the other 
company (Trandbrmeru and Electricals, Kerala Limited). the 
Finance Secretary stated that the position in regard to the other 
company was moru or less the same and there was no question of 
Government purchasing shares. Government and the KIDC held 26 
per cent each of the share capital and a forelgn firm held ano:her 
26 per cent. 'rhc intc:?t;on at that time was to conved ~t as a Pubbc 
Lim~tcd Cumpriny with a majority of share capital by the Public in 
which case Gocttrnment or KIDC could retrieve thekr capital. 

11.8 In reply t t r  a qu~s t ion ,  the Mnnaging Director, Kerzl.? St-ite 
lndustrtal Uwt?lopmc+ kt Corp cation, timibed stated that the rhxe 
csprtaI wrti pstim:xted tn b .  R;. 110 lakhs out of which about Rs. 28 
lakhq wnuid bc ~ < . i ~ r ~ d  aniv nttcr thc first tsanslormcr was d i e d  
out of tht. Iw!orl, u ! ~  ch v.-::s * h n  dl+c!s*(m of the Board of D:rec:cm. 
The balance rc;rresen4.ing Rs. 82 lakhs was contributed by the  Kerala 
Government, the foreign firm and thc KIDC At thc moment. the 
issw of shares w a s  not cornpletr The proper percentages wnuId be 
wo:kcd trut only .iftc.: tht f i rs t  transformer was rotEd i w t  nf the 
factory. 

l1.Q On bcrng ,rjskMi B ~ I U ~  the agnwnent w ~ t h  the i ~ e i g ~ l  firm, 
the witness stated that K5 28.6 ItikSxs each had btWn ai;:re& So be 
subscr~lxd by t h i n  Govcrnrnrwt and rhr: ftuvrgn firm \vhi!e Rs 23 
lakhs had bcm ngrcwi tu iw butr~cr~t)~.f  b; 11w C x p - a : l t ) ~ ~ .  The 
bnlnnrc was to be I S S U ~  to the Public and the tisue ~f S f r a r ~ ~  would 
taka plncr $ome time nrxt yc,w 

11.10 On being rtskcd as to what wou!i! bAtppr.n, if f h e  Issue dE 
h a r m  was nnt subaeritd in full by the date, the witness stated 
that it would be* tcrkcrrr by Cit~vurnmcnt a r  KSIDC and the cornpasty 
would be tnr~tcd m a public sector company. When the Committee 
pdatad a u r  that ti* share capittrl had b n  dimdced Irr such a way 
Z1LY# (Ail) IS-14. 



(M% and 31% with the companies) that the company could'not 
be called a Government-owned company and therefore, was no& 
accountable to State Lej$sleture, the Finance Secretary stated thut 
the Companies Act should be amended by which if the total holcling 
on behalf of Government and the Government-owned corporatiom 
was more than 50%, then the company could be declared as a public 
company. 

11.11. In reply to a question, the Finance Secretary stated that 
the Government did not want to keep control on all the industria 
which were able to get on without their assistance. Funds at their 
disposal were limited. As and when the Industries were able to get 
on w~thout the Government's assistance, they would withdraw their 
share- capital from that company and would like to invest them on 
new companies as and when they were formed. 

11-12 The Committee feel that when more than 50% sham 
capital of a Company is held by the Government directly or k-r 
directly then, it must come within the dcfinition of the Government 
company and mast be subjected to some financial control and dis: 
cipline which is attracted by Gavernnmnt companies. Keeping this 
in view the Committee desire that the question as to how exactly 
the stnte of the companies could be restored a\ Government com- 
panies may be examined. They would, therefore, wggert that the 
feasibility of investing some morc fundq directly hy Governmertt or 
if necessary by pttrchasing some shares from the ICcrnln Slntc ladus- 
trial Development Corporation may he examined so ni  to restore tha 
status of tbe cornpanics as Government cornpanic$ In lhc  tnvan- 
while the Committee a1.w desire that an arder should hc isrucci to 
tbe effect that the balnnrc sheet\, accounts ant1 repnrrs bhautd be 
placed on the Table of the House. 

11.J3. In the opinim of tbc Conrmittec the pwuliar position im 
rcspec' of the two con~pnnici which csuId trot hc rdtcd Covrrnnrmt- 
owned cornpanics and hence were not accountahlc to I ~ g i a l ~ t u r r ,  
needs to be examined as it appears that such a sitriafEon had not beem 
c?avisaged in the Cornpanic% Act, 1956 They would suggr*t that tba 
Department of Cornprnny l a w  of the Chvcrnment t r f  l n r I t m  &auld 
ernmine this aspect of the matter. 
Savings in  ~~ranis/rrpprt~;~nat~nta.  para 14, pagel*. I -  (Audit 
Report) 1964. 

11.14. (a) Vorcd grants:-The deta 1s g f w n  fn Apgmdix X,Xn 
indicate that during the year 1962-63, there were 26 pant9  under 
which the provision remained unutilfsd to the extent of morc thrm 
20 per cent; fn 14 of thee  cmm the swings ranged betwan 20 and 



88 per cent. In 10 of these grants (Serial Nos. 5, 6, 7, 12, 13, 15, 17, 
19, 23 and 25) savings in excess of 10 per cent occurred in the pre- 
ceding three years also. 

11.15. (b) Chmged appropridions: There were ~avinga totalling 
Rs. 20.52 lakhs under 28 appropflations during the same year. 

The bulk of the savings (Rs. 15.27 lakhs out of the provision of 
Rs. 36,46,74 lakhs) was under 'Public Debt-Repayment'. ThkP 
appropriation also provides for the transactions relating to the 
repayment of "keyloans" availed of from the State Bank of India 
by the Malabar Spinning and Weaving Company Ltd., m by Gov- 
ernment under an usufructuary mortgage deed as per the orders of 
the court. According to the procedure prescribed by Government 
these loans were to be considered as loans to the State Govern- 
ment to be reloaned to the company by the State Government. 
Particulars for carrying out the adjustments in this behalf which 
were to be furnishcd by the General Manager through the Depart 
ment of Industries and Commerce were received too late for incm- 
poration in the accounts for 1962-63. 

11.16. (c)  The more important snvlngs by different gntl~ps of 
Government activities are indicated below:- 
- - - - - .  

Total Savings Rcmarb 
Grants! - 
A p p m  

priartons 
Amount Per- 

cmtape 
. . . . 

(Ks. in crorts) 



- 
Total S a m  Ramarb 

Grants/ 
Appro- Amount Percen- 

priation 
-------* - - -  "-- w e  ------ 1 -.I" "*---- .---. 

(Rs. in crom) 

"19" dinuc outside the 
Cvcnue amunt- 

IndusDial Development 2. Sr 0.4.) I 7' 53 The saving was mainly 
due to ( i )  less cx- 
pcnditure on Iodua- 
trial Estntea (Rs. 
14.83 lnkhs) (ii) 
Non-purchnse of 
debentures of Land 
Mortpapc Bank as 
the Rank decided to 
float Iwn only in 
the ncvt y u r  (Rs. 
7 Inkhs) ; and (rid 

deferring payment of 
conrrihutinn to shore 
capital of Mslahar 
( o-opcmrive Cm- 
tral Bunk (Ks. 7 
lakhsj due to non- 
sanc~ioninp in full by 
the Krscn.c Bank 
of InJt,l of the 
prcywvl of Govern- 
mcnt 

Agricultural Imprwcmcnt 0.67 0.17 25.37 The uving w 3 s  oz- 
trlhxcd mainly to 
nor~-~c~r:stmctiim of 
stiitf qxldncr, in K,I- 
1.d) mif Ktdumon 

Pl,arw'ic~n%. f rr wlmt 
of(icwcrnrncnt nc 
t i m  iRr.  x r .53  lokhs). 

M i s t d k m w  . 27.71 3.70 13 .35  Nm-mmpt  of full 
c'c! I !  c for the crlsz of 
: i c u  purl !~i~\crt f i r w n  
t h  ('rntrd Gmcm- 
mcnt f K?;. I .:o c r t ~  
r m  1 tulnrrnca! and 
twpc@~mphare u~crr 
not purchallerl (Rd. 
8 4 . 9  lirkhx) end 
certain orher manure 
inhted f i  br r l  tm not 



1. XIV-State Insurance and Grain Supply Scheme Won- 1338.53 66.31 Discoatinuancc of thcstlbrt. 
Mircel lanw (d) ( i )  Man). (4%) disadsaieofriaframthc 

18th Noocmber, E*. 

t .  XVII-Gencral Fxiuwtlrm Elcmentaq educatiw-Opening 46.94 I p The saving occumd rn- a) V1I.B. of new primary schools (Ran) under 'Pay of Establishmenty 
sod 'AUo-', ressms 
fbr which are awaited 8 

3. XVI !--General PAiucatim Elancnta d u c a t i o n - 8 p -  d 14.89 5.58 The saving o c c d  nrPinty a) VII G .  ing of ddlc schacrlrr (Plan (370; ) unda 'Pay of Bsasfrmcnt'  
and ' ~ o w B ~ ~ ' ,  rcemts for 
which are a d d .  





Saving in grEnrk/aprop734tion, par0 14, pages: 20-4 ( A W  
Report, 1965). 

11.18 (a) Voted grants:-The details give in Appendix WnII  m- 
dicate that during the year 196384 there were 19 grants under 
which the provision remained unutilised to the extent of more than 
10 per cent. In 10 of these cases the savings ranged between 20 & 
71 %. In 6 of these grants (Serial Nos. 1, 6, 9, 13, 14 and 18) saving fn 
excess of 10 per cent occurred in the preceding three years also. 

11.19 (b) Charged appropriations: -There were savings Walling 
Rs. 5.97 crores under 23 appropriations during that year, 

The bulk of the savings (Rs. 5:90 crores out of the provision d 
Rs. 39: 13 crores) was under 'Public Dcbt-Repayment' and was attri- 
buted mainly to shortfall in repayments of "Ways and Means 
advances taken from the Reserve Bank of India" (R9. 3.23 crores) 
and 'Other Ways and Means advances' received from the Govern- 
ment of India (Rs. 2.50 crorcs). 

11.20 (c) The  more important sablngs analysed by different 
groups of Government activities are indicated below:- 



martation or uhnr 
pro~gms of schuna 
and economy in ex- 
penditure. 

Bxparditure outside thc 
Revenue Account- 

Schmes of Govt. 12-92 2.74 21.21 Tlte saving was at- 
Trading. tributed mainly to 

nductim in the 
quantity of r i a  al- 
lotted (2 1 5  lakhs 
tonne as against the 
original mimarc of 
2 . 5 0  lakh9 tcmnes) 
to rhe Statc by ahc 
(kwmuncnt of In- 
dia (Rs. t 83 cm 
m); and non-rcrript 
of ccnaln debits frum 
thc Yay imd Ac- 
mums Otficcw for 
gram supplrd in 
February and March, 
tydq (Ks. I .16 
crarcs). 

1121. (d)Some of the major xhemes, the provision for which 
remained wholly or substantially unutilised are shown below; mmt 
others are indicated in Appendix LXTV. 
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I a 3 6 - --- - - 4 5 
Seztlemt of lancllr~s n ~ r i -  3 '00 3 .00  Non-implementation of the 

c.llturd I;\burcm in R h m  ( I  00%) scheme as the rules for the 
d m  ~ n d  Gramrltin lands grant of subsidy were nct 
(Plan). f i n d h i .  

Pcnsims to tc-a&em of aided 
schtwb (Mm! 

3.78 3 -24  f shy in organiaing whok 
(116%) sde and primary consum& 

Coqmative stores due 
to difficulties in observing 
formalities regarding their 
formation. 

12.00 8.07 The saving has been ami- 
(67%) buted to delay in taking 

over the Electrical and Allied 
~f Indusuies, a private com- 

pay. The umam waa 
taken over in Mouth, I*. 

10.00 5 . 3 0  Late issue of sanctions for 
(53%) the i m p h e n t a t h  of the 

dif'refent schemes. 
8.46 3 -97 The am-mibation of the amo- 

(47%) unthasbccnattributedmam- 
ly to delay in pmccshg of 
schemes. 

4-50  3.72 Thcsavinghasbeen attributed 
(83%) to the fact that the txhax 

was in its early stage of 
impkmmcatim 



11.22. The Committee desired to know whether it t ~ a s  not possible 
for Government to benefit by their experience of past yeam aad 
reduce the budget povision proposed by the Departmental a u t h d  
ties in view of the fact that savings of over 10% had oceurrod mc- 
cessively for four years from 1960-81 to 198364 in the case of tb. 
following grants: 

1. Elections 
2. Rural Development 
3. Co-oprat ion 
4. Miseeltanmus 
5. Capital outlay on Industrial Development 
6. Capital outlay on ports. 

11.23. The Additional Secretary (Finance and Planning) stated 
that there were specific reasons for savings in respect of each item. 
Explaining further, the witness stated that the saving was mainly 
under efccttons. The main dffRcultp was that the question of hold- 
ing panchayat elections was being considered wery year but i* was 
being postponed from year to year by  the State Government There 
was a saving of about Rs. 7.29 lakhs in the year 198263 relating to 
panehayat elect jaru 

11.24. In regard to the capital outlav on industrial Develo~ment, 
the witness stated that for the year 1962-63, the ortginal grant was 
Rs. 243.36 lakns and 'here wat a rnrnplementarv demand for Rs. 1U.6 
lakhs making a total of Rs. 2M.96 lakhs out of which the expendi- 
ture was Rs. 207 53 lakhs. The saving was Rs. 43.43 lakhs or 17.3 
per cent of the gralts. On b i n g  asked as to whv a supplementary 
grant was taken, when the original demand itself was enough, the 
Sxretnry. Indur'ites Denartment stated that it waq a clear case of 
not assemin$ the flow af expenditure property. He funher a d d 4  
that the anticipatton was that there would not be any .saving and 
mom money would be required but the anticipation erldentlp was 
wrong. 

11.35 In regard to savlngs under the plan schemm, the Additional 
Secretary ( F h n c e  and Planning) stated that generally both for the 
year 196263 and 1963-(U the savings were due to the National 
Emergency that dewlapod in 1962 and also drte to the difllcult ways 
and m e a s  mition of 'he State Government. D u r q  the middle of 
tho year; in cortcrul'rtlon with the Finance Ministry a d  the 
Planning Commission the State CZavernmmt had to reduce the 
plan butlay from the pmvlasions thst were made in the budget. In 
tk par  196243, oar against Ra 909 mm thrt was pmr&d in 
ths tm@&, the plan outlry kLd to be kept uMuld R+. 29 cmma 



slS'milarly in the year 1W-64, as against budgeted outlay of Rs. 82.8 
plus an additional allocation, specially made by the Gave* 

ment of India for agriculture and a n t i e a  erosion, the State Cov- 
ejtment wem asked to effect a saving of Ra. 1 crore. General 
directions were given for effecthg some savings in the plan, (ex@ 
in education). The reasons which were given in the Appmpdation 
Accounts as economy in expenditure, nonAlling of posts and other 
things fall under the ~mplementation of the general direction to 
effect a plan saving of about Rs. 1.9 crofes in the year 1962-63 and 
about a m r e  in the year 1963-64 In regard to education the 
reasons were slightly different. The budget head under plan was 
only for Government schools. Actually the plan outlay was for 
both Government and private schools opening newly in the third 
plan period. When the plan outlay was provided on the basis of a 
scheme of the openrng of new schoob both under Government and 
private sectors, the expenditure that was bodced under plan related 
only to the cxpend~ture in Government schools and the expenditure 
relating to private schools was booked under the regular budget 
relating to grants to pr~vate institution& 

11.26. The Committee desired to be furnished with brief note 
indicating reasons for savings in excess of 10 per cent which accur- 
red in 1 9 8 m  and 1963-62 in the case of S. Nos. 1, 6, 9, 13, 14, and 
18 in Appehdix II-pages 148-151 of AudJlt Report 1M. The notes 
have since been furnished and are at Appendix LXV. 

11.27 From the notes, it is seen that there are large savings 
under all the Demands Compared to total grants. In the case of the 
following Demands particularly, the savings are on the high aide 

Budget Total Actual Sat&@ Peran- 
EstC Gnm F m -  
mate dimre 

t p l r ~  of 
rrpa(p 



XLIV- 
Capital outlay on Industrial 

Dcvclnpment . . 240.36 250.96 207.53 43.43 17.31 

-- 
11.28 The Committee feel that such large ~ v i n e  only indicate 

that pravisionu in the budget are made without proper planning and 
adequate preparation They deprccitle c ~ c h  tcndtmcy on the part 
of the ncpartmtntr nq thk results in unneco;kariiy inflating the 
budact tmd thcreb?; lockins up fund$ which could hc better ut i i id  
for other s c h c m ~  and projecta Since l a v e  vsvings are indicative 
of l o o s c b  budcc*ing, the Comntif~cc would sugpcst that the adminis- 
trative Ilep , w v t t ,  .houli9 makr efforts, to frame their c d m n t a  
mctm rt*ali~trrart!y u r d  w i t h  a grratcr degrw of p w c i k n  to avoid a 
supplcrncntmry ~ r : ; n t  which rannet he utilisctl. In the  circurns- 
tancc., the C'~trnnritrr-~* nrC O Z  f f w  opinoin that ttrcrc is s r r q w  for im- 
provemrtr t in thc huh: qst ing  and control over cxpc:~d itwe. 

1 i 1 t .  .i to the scheme for cmpl+-tnc::: o: a; .: :IJI. t 1  Hlncil 

tcachcr-h . I f A i t !  : A '  6 I ;  fht 
rzl; fir1 ~ t ~ r q - f l l i ~ ~  ' t ' a~a t l :~  +3.  t ? ~  Dmc:  vr. oi E " . I ~  ?~;st:uctwn 

st:ilcti th , t t  :hc 1,: :. 9;;rta ~>C!~)T'V 1:%4-tj3 WJS h l t :  : r ~  : . t ~ h  Cr)\-ern- 
tncnt t h t , w , i .  t h t b  pip, t 1 6 m  u i \  :);be 9 5 t ~ i  at t!w bty.\ttil:q it the ~ t h d  
y ~ a r  I!  wn t.c.n::x:~rc:~-atr~i : ? ~ w i i y t \  fhr .t*i.ernl r n-r,iEi.!?g ofticemi 
a r  t9rc IIv;id o! tlrr Dcpwtment Thc Head of thC Dcp-r!n~ent, 
u0uuM t h r a n  1m.1. t . r i i , c t c *  hi w v n  pr  \ p a ~ : ~ l \  nnd s c d   the^ ro the 
Governme:,: f I t !  n whvch hsd in\-olv*x+ n\voidab!c delay. 
Norrnrfly, t h r*  p s t s  wery ' &  10'1; anct~aned only N few months aftm 
the schools w m  reopensll. Cavemrnent h,zcJ issued orders that tbs 
Diatt. Edusralianorl CV!'lcer w w l d  hvct  ~ S W C ~  to sanction p s b  in all 



Government schools, so that the necessity of having to consolidate 
the proposals at different stages and then approach the Government 
for sanction which nomally took six months' Ume, could be avoided, 
Under the new procedure, it was hoped that the work would be done 
in the proper manner from the next year. 

11.30. When the Committee pointed out that there was a saving 
of 100 per cent and the entire provision had remained unutilised 
which had been stated to be due to the introduction of revised 
teecher pupil ratio, the Secretary, Education Department stated that 
in that year, it was estimated that there would be an additional rc- 
quirement of Hindi teachers conwquent on the additional intake of 
students. Later there was a rravisiun of policy and thc ratio of 
students and teachers was changed from 1:10 to 1:45. When the 
ratio was changed. the number of divisions fell short and the total 
work load also caame down and could be managed with the 
number of teachers already in service. There was no need for any 
addtionnl espcnditure on that  account. 

11.31. The Committee regs?! t o  a note that owing to the ~o callsd 
revision of the policy, there was a saving of 100 per cent and tlra 
entire provision had remained unutiliwd, They cannot hclp ohsm- 
ving: that this is n rase which lnckcd proper planning and fare 
tbougbt. The Committee also find it difRcult ko ~~ppreciatc  k m  the 
total work load came down by changing the ratio of studoat9 and 
teachers from 1:30 to 145. 



113. Thc Committee desired to be furnished with hutha fnfori?. 
mation on the following pint: 

"Whether the land collected under Bhoodan movement wgir 
distributed to people for whom it was meant? 

11.34. The note has since been furnished and is at Appendix 
LXVI. It is seen from the note that the lands donated under the 
Bhoodan movement have not been relinquished to the Government 
and hencc hnvk not been assigned to any person under the Bhomlan 
Assignment Rules, 1962. 

11.35. Tha Cornmittae do not understand as to why there is  so 
much delay in implementing the schemes. The Comm. :tee alm de- 
precate that tho grant was obtained much before the m l e ~  were 
framed. They desire that the Finance Deportmeat should kme suit- 
able irwtructiom to avoid recurrence of such cases 

11.37 The Canmttt~c dwlm that thn ~ n d i c e  of obtaining only 
tnkm q r m i s ,  wlth*.w thaw 3r( Iikelikndd of delnv In ihp OmplammEE. 
tksl of a rch(bmdv sboold be naJorSdd b, w\emvcrr feasible. 



~~t~ on a 'New fonn of S&e'/'New Enatrumrr~ of Sewice' 
not covered by an advance from the Contingsncg Fund or M e  of thc 
Legislature: para 16, pages 25-26: (Audit Report, 1965). 

11.38. In the following cases which, in the opinion of Audit, cons- 
tituted 'New form of Servr~e'~'New Instrument of Service' according 
to the criteria laid down by the Public Accounts Committee, 1959- 
60, expenditure aggregating Rs. 0.77 lakhs was incurred even before 
obtaining the vote of the Legislature or an advance from the Con- 
kngency Fund. 
Education Department 

11.39. (i) In July, 1963. Government sanctioned the introduction 
of two year post-graduate degree course in the Engineering College, 
Trivandrum. Between this date and the 16th January, 196.1, when 
Government sanctioned an advance of Rs. 46,600 from the Contin- 
gency Fund treating the item as a New Service, an expenditure of 
Rs. 18,106 had been incurred by the Department on the Scheme. 

The fact that expenditure had been incurred in anticiption of 
the advance from the Contingencv Fund was not mentioned i n  the 
memorandum submitted to the Legislature In February, 1064 for 
the grant for rccoupmcnt of the advance taken from the Contingency 
Fund. 
Industries Deprtment 

11.40 (ii) In July, 1963, Government sanctioned a scheme for the 
reconstitution of the Government owned commercial concerns into 
f i v ~  Joint Stock Companies. A token provision by supplementary 
grant for meeting the expendlturc connectcd with this 'New Scr- 
vice' was made on the 3rd March, 1964. The fact that the U~rector 
of Industries and Commerce had already incurred some cx;wndi!ure 
before the vote of the Legislature had been obtainc4 was not men- 
tioned in the memorandum submitted to the Legislature ior the 
tciken vote The expenditure thus incurred amountcd to I t ; .  97,250 
and the correct procedure wwld have been to take an advance from 
the Contingency fund to ewer  such expenditure. 
PnbZlc Works Departme~lt 

:1.41. ( i i i )  In October, 1982, Government while snnctinnlnq the 
es!ablishrnc.rt of three new Regional Workshops at Trivandr-urn, Tri- 
chur and Kozhikodc, directed the Chief Engineer (Geneml and Trri- 
p a t h )  to p ~ ~ t  un propn~als for n s u p ~ l ~ r n e n ' m  grant for inrurrfng 
t h ~  eupcndi?ure. A supplcmmtnry grant was howcvcr, not nb- 
t 4 - ? ~ r l  but nn mpcnditure of Rs. 3,543 was incurred durinq 1962-83. 
( T ~ E  ~xpmdi tu re  constituted 'New Service' in terms of the Report 
of tt)c Krta la  R~blic Accounts Conmfttm; this hou been acwptd by 
Gnvernmcnt). 



No pravbion war abo made in the budget for the next year (1963- 
. On the 0th Auguet, 1063, Government sanctioned an advance 
of Rs. 45,000 for this purpose from the Contingency Fund. But even 
before this advance was sanctioned, expenditure aggregating 
Ra. 17,630 had been incurred (1963-64) by the Department on the 
scheme. 

In the memorandum submitted to the Legislature for the token 
,gant of Rs. 100 obtained on the 5th October, 1963, it was not indi- 
cated that expenditure had been incurred even before an advance 
was taken from the Contingency Fund. 

11.42. Explaining the position in this case, the Additional Secrc- 
tary (Finance and Planning) informed the Committee that there 
had been a mistake in all the three cases in the incurring of expen- 
diture before the advance was drawn from the Contingency Fund. In 
one case it was due to some interpretation given bv the head of the 
Department 

11.43. The Committee dcsire that comprehensive orden should he 
iswed for the strict obsewanrc of the nrinciple that no exwnditnre 
on a "New Sewice" should be incurred without obtaining a vote af 
the Legislature, 

Loas. para 38, page 46: (Audit Report.  1965) 

11 44 At about 4.30 AM on the 16th Dec~mber 1 9 3  a fire ncci- 
den? occurred In a Facton7 at Kottavam. whose asoets stood insured 
wit4 the Insurance Deaa&ent n m  In* Government Accordinc to 
f%e warrantv clause in the inmrrance policv. the faetorv was not to 
work durinq night hetween 930 P M  and 3 SO .4 M As the acci- 
d m +  tmk nlacc within the said n c r 4  no compm*ntinn W R ~  l c e~ l lv  
nnvahtc. Brit in April, 1964 the State Tnwrancc btnartmtnt. with 
Clnvernment'~l arjproval. pnid a compensation arnounthcf tn %. 2-01 
lnkhs after collecting extm ~ r e m i u m  amo~lntinp to Rs 628 nnlv to 
cover t h ~  rtsk of night work also. This entailed R lost; nf ahaut 
Rq 40.283 to Gavemmcnt brinq their share of the m m n ~ n c a t f o n  
(the hnlnnce home bv the various reinsurers) less the extra premium 
ml l~~ted .  

11.45. Government stated f n t l o u ~  in r)CC~mfWr. 1964:- 

"The Kern18 Flnanctnl Co~nrrrttnn who are t h ~  mnr'qa~ees in 
nmcct d the comprrnv is an Institution in which Govcrnrnmt inter- 
@et la vssttd and llil such i t  is d m &  that the loss cruse<t to t h  
campany her to be camptnsrkd". 



11.46. Explaining the case, the Finance Secretary informed the 
Committee that the State insurance Department had three branches 
namely, Life Insurance (Ofticia1 Branch) Motor Vehicles Insurance 
and Fire Insurance. Fire Insurance had a scheme under which 25 
per cent of the risks or Rs. 2 lakhs whichever was less was retained 
by the Department and the balance was reinsured with 19 compan- 
ies. Of the Premiums that were received, 40 per cent was retained 
and 60 per cent was distributed among the 19 reinsurers according 
to the percentage of reinsurance fixed by the Government. The eli- 
gibility for insurance in the fire insurance branch extended to build- 
ings, godowns, factories, machinery and stores owned by companies 
in which Government were interested including Government com- 
panies and industries which had taken loans under the State Aid to 
Industries Act or loans from the Kerala Financial Corporation. The 
risk, that was covered extended to Are, lightning, riot and strike and 
damages according to the terms of the policy. The rates of the pre- 
mium and benefits accruing to the proposer were based on the rules 
and regulations of the Madras Fire Insurance Association. 

11.47. The witness read out the facts of the case, which was as 
follows: 

'The.. ..... .Company of India limited was granted a loan of 
Rs. 7.75 lakhs by the K.F.C. in June, 1954. The total 
value of acceptable assets was reckoned at Rs. 11,70.739 
at the time of granting of the loan. In December, 1958 
the K.F.C. made it obligatory that all industries getting 
loans from the K.F.C. should take out an insurance 
policy from the State Insurance Deptt. In the original 
policy taken out by the . . . . . . . . . . . . . , . .  of India Limb 
ted, on 29.6-1959 there was a coverage for Rs. 8-07 lakhs, 
the premium being Rs. 5,208,81nP. At the time of the 
Are accident, on 16th December, 1963 the policy was 
current upto 21-6-19&4 for a coverage of Rs. 8.8 lakhs. 
With additions to the buildings and machinery and 
setting off depreciation, the premium being Rs. 13,593." 

"On report of the accident M's. . . . . . . . . . . . . . .  & Co., Hom- 
bay, surveyors of the State Insurance Deptt. assessed 
the damages at Rs. 2,01,0001- although the claims nf the 
Company was a much larger amount Rs. 3.75 lakhs.). 

(One paragraph of the Survw Report of the Surveyors relates 
to night work (as the accident occurred at night) which 
is extracted below:) 



hours of 9.30 p.m. and 5.30 a.m." 
"It will be observed that night work had been going on in 

the Factory while there was a warranty in the insurance 
policy which did not allow any night work between the 

11.48. The State Insurance deer had reported to the Government 
that the question of breach of warranty regarding night work had 
been left by the surveyors to be decided by the Department. The 
normal practice of insurance companies in similar circumstances 
was to entertain the claims. The State Insurance officer had further 
~ t a t e d  that "in order to keep up good business relations and reputa- 
tion, minor defects in policy have necessarily to be rectified at  the 
time of settlement of claim." Orders were issued on 7th April, 1964 
sanctioning the payment of Rs. 2-01 lakhs to the company. The 
State Insurance ofacer had collected an extra premium of Rs. 628 
for night work and had settled the claim. The actual expenditure 
incurred bv the State Insurance Department in settling the claim 
was Rs. 40,200 and Rs. 711 to the assessors. The rest of the expendi- 
ture was allotted to the re-insurers proportionately. 

11.49. In reply to a question, the witness stated that the usual 
commercial practice had been followed in this case. The witnesq 
added: "what I submit is that it is not usual for insurance compan- 
ies to be very strict in regard to minor breaches". Insurance Com- 
panics had considered it very unhealthv that they should be dragged 
into litigation or arbitration for repudiation of claims on minor 
rrout~ds. In replv to another question. the witness stated that if 
it was accepted that there was no claim because there was breach 
nf warrantv, the claim would have to be repudiated in full On being 
aointed out that the risk was not insured in this case. the witness 
stated that the settlement in this case was not covered bv the terms 
of the a.greement. 

11 SO. The Committee pointed out that the factory had taken the 
wlicv with the State insurance Department in June. 1959 Pmvi- 
sional premium was paid onlv on 15th September. 1963. Final re- 
newal premium was paid onlv on 10th m e m b e r .  1963 and the a d -  
dent had occurred on 16th December, 1963 The witness stated that 
at the time of the accident on 16th December. 1963. the mlicv was 
current uptn 21st Junc., lW for a coverage of Rs. 8.86 lakhs. On 
bcing asked whether any legal o~in ion  waq obtained in this regard, 
the witness added that the leqal opinion was that under law. no 
navment was due and after the additional premium was obtained, 
the Dcnartment had a liability tn pay. 

11.51. When the Committee pointed out that the 1eml opinion was 
takm after collecting the premium of Rs. 628. the witness stated that 



even without the legal opinion, it was clear in law that no payment 
was due. The claim was settled in keeping with the practice of other 
companies. Even in the report of the assessors, it was stated that 
there was a breach of warranty. A copy of the report was sent to all 
the re-insurers intimating the share of the loss to be borne by them. 
None had raised any objection except one who had asked whether 
the additional premium had been collected. 

11.52. In reply to a question, the witness stated that the risk was 
not covered previously because there was no resort to night work. 
It was taken up onlp later on. On being pointed out that it was a 
clear case of financing a loss after it had occurred, t l v  witness 
accepted that it was so. and that there was no leqal nhligatinn to pay. 
It was done onlp on the bnsis of whnt w : ~  beinq done by the o'hcr 
companies and thev had consulted the Oriental In~urnnce. The wit- 
ness stated that it became an obligation only after the additional 
premium was received. 

11.53. The Committee fcel that in this cnse not only there was a 
breach of warranty but also a claim was paid in ronpclrt of the risk 
which was not insured at all. The sub.;cqr~ent acceptance of the 
extra premium of Rs. 628 perhaps imposed some ohligation to pay 
this claim. But neither in law nor in practice any lnwrancc Co. is 
bound to pay elaim far the risk which wa5 not coverod. Thr Com- 
mittee feel that the Government had heen over gcncrouq at the coat 
of the tax pagar in this case. The dpsire to kccp gmd hurincrs rela- 
tion should be conditioned by the over-ridjag interest of the tax 
pager. The Committee hope that such cases would be avoided in 
fatn;la 



GENERAL 

12.1. M n g  the course of examination, the Committee have come 
Across the foDlowing types of cases in the matter of designing and 
execution of works in the State' 

(i) defective preparation of estimates and consequent accept- 
ance of a tender other than the lowest (Para &5), 

(ii) defective execution of works (Paras 8.95, 8.181, 8'184). 

(iii) incorrcwt fixation of quantities of works to be executed 
(Para 8-14), 

(iv) additional payments to the contractor which could have 
been easily avoided (Para 8.136), 

(v )  unjustifiable increases in rate (Para $.I&), and 

(vi)  rases of faulty estimate design (Paras 8.23. 8.168) 

12.2. Thew point to the necessity of an  administrative technical 
check on the execution of works by the State P.W.D. In this COLIILW- 
tion the Committee rrcclll that in the Ccntre there ic  an organisation 
under a Chief Tc-chrtical Examiner who ic responsible for effecting 
an in t l~pcnt l~nt  and unintcrr~tpted technical audit of the w o r b  exe- 
cuted by P.W 1). The Cornnlittw recommend that Government 
should conaider the scttiug up of a similar organisation in  the State. 

New Dalix; 

March, 18, 1966. . -- - -- 
Pholguna 27, 1887 (Soka). 

R. R MORARKA, 
Chainnun, 

PthIic A m n t s  Committee. 



APPENDIX I 

Summary of main concluswns/recm.mendations 
- .- -- . - - -- - - - -  - -- -- --- - . - ---- - -- --- - - - -- 

~ . N O .  Pam No. of Mim~smy/Dcptt. Concbsiom R~commendarions 
&polc cmtnrrd 

-- ----- - - - - -- - - - -- -- - - - - ---- -- - 
I 1 7  FinancqHomr Ikptt. The Committee, learn from Audit that para 53 of the Travancore- 

(Gwt. of Kaala) Coehin Budget Mannual relates to modifications to the budget esti- 
mates fog the subsequent year. Paras 78-80 of the Budget Manual 
provide for provision of funds by re-appropriation while paras 8445 ,N 
ibid allow taking of supplementary demand to cover additional ex- 
pcnditure. The Committee are therefore unable to accept the argu- 
ment for not submitting proposals for Supplementary Demand. 

Nor do the Committee appreciate the contention of the Depart- 
ment that one of the reasons for allowing the excess to remain un- 
covered can be attributed to the tact of non-furnishing of reasons for 
variations for amounts less than 10% or Rs. 10,000, whichever is less 
in the Appropriation Accounts. 

3 1 9  Finance Dc tt The Committee would like the various Departments to point out 
(OM. of &.la) mch miscleasiflcations to Audit immediately after they came to notice. 

for rectification. 
.II..-- -̂ --- -- - - -- --. -_I._ _______ -- - _--- - --_ . . __I__ _ I- --- 



----- 
1 a 3 4 -- ------ -- --  ----- -- 

4 I .XI Finance (Gort. of From the note furnished, the Committee h d  that the amounts in 
Kernla) satisfaction of court decrees were drawn in the months of October 

and November, 1863. Since there was sufficient time after the drawal 
of the amounts, the Committee do not understand why Supplement- 
ary Demands could not be obtained during the financial year to cover 
this expenditure. 

Do. The Commit!ce find that excesses occurred in several cases due to 
laxity of financial control and loose budgeting. The Committee feel, 
therefore, that a greater degree of financial control and accuracy in 
budgeting are  called for in order to minimise cases of excesses. The 
Departments which have incurred expenditure in excess of the grants K 
for two consecutive years need special attention 

6 1 .13  Finance (Govt. of India) Subjcct to these observations, the Committee recommend that the 
excesses disclosed in the Appropriation Accounts, 1962-63 and 1963-64 

(-' dKala) be rcgularised by Parliament in the manner prescribed in the Consti- 
tution. 

7 2.17 Agriculture Deptt. An unhappy feature of this case is that although the requirements 
(w. o~ were estimated at 13,908 tons of bonemeal, and funds for subsidy were 

available for 6.000 tons. yet instead of attempting to purchase 6,000 
tons, this quantity was split up  into two lots and tenders were invited 
for 4,000 tons only, at  the beginning. The arguments advanced for 
doing so, tbet there was paucity of funds and there was scarcity of 



Do. 

bonemeal in the market and that if all the requirements wen put 
together in the tender the prices would have gone up are not convlnfi 
ing. For, funds for the entire amount of 6,000 tons were available 
and the entire quantity was actually purchased, though in different 
lots. and prices paid for the second lot of 2,000 tons were much higher 
than the prices paid for the first lot of 4,000 tons. In the opinion of 
the Committee, the futile and prolonged efforts of the Department 
to prwurc 2,000 tons of bonemeal through negotiations instead of 
through proper tender, were hardly justified. In these circumstances, 
the Committee are unable to find proper justification for not pur- 
chasing all the 6.000 tons of boncmeal in one lot, which resulted in an 
cxtra expenditure of As. 22,740, which was avoidable. The Commit- 
tee would. therefore. desire the Departments to guard against such 
~ 3 s ' ~  which result in unnecessary expenditure to the Exchequer. 

While the Committee appreciate that a research project of this 
nature does take time to maturc*, they feel that the time taken in this 
caw was excessive. T h i s  was partly due to the subsequent decision 
to ~ b ~ n d o n  the old sit(% of the farm. The Committee also feel that If 
thc d ~ l a y  of four years in abnndoning tht. old site of the farm hnd been 
~ v o i d ~ d ,  a substantial part of the  expenditure of about Rs. 1.45 lakhs 
Incurred on thr old site co~ild have k e n  avoided. 

Tht. Committee h o p  that there would not be any undue delay 
in stnr!ing the nctunl rrscnrch work at the new site of the Konthali 
Farm, 



* - -- - - -- 
1 2 3 4 

-- -. - -  - - - -- -.-- ------, 4- 

9 2.37 Agriculnve The Committee feel perturbed over the revelations made in this 
( h v t .  o f K d 8 )  case. The Committee Rnd from the copy of the D.O. letter No. 1 6 7 /  

60fA.D. (As. p. 4) dated 15-2-1960 from the Secretary Agriculture 
Department to Director of Agriculture furnished at their instance 
that the Report of the experts dated the 17-3-1958 clearly showed + h t  
the land was unfit for the purpose of starting the Research Farm. 
The Secretary had also pointed out that the inspection of the site by 
the then Director of Agriculture was not exhaustive. The Committee 
are surprised that in spite of this, the land for the farm was acquir- 
ed in July, 1958 and May. 1959 at a cost of Rs. 2: 33 lakhs after the 
technical opinion was overruled in 1958 at the Minister's level. e 

U 
0 

Do. In the same letter it has also been revealed that the Director of 
Agriculture had pointed out that the lands that were being acquired 
were not exactly the lands that he had seen before and that some of 
the good lands which had been shown to him and which would have 
been very useful for the Research Station, were not included in the 
acquisition. The result is that out of 91.50 acres of land acquired, 
only 62.75 acres have since been utilised for exploratory trials and an 
expenditure of Rs. 2,84,543 has already been incurred, excluding land 
acquisition charges. 

Do. The Committee desire that a thorough investigation s h o ~ ~ l d  be 
made in this case in order to And out ( i )  why the acquisition was 
made under these circumstances and also (ii) who infiwnced the a* 



quisition of this land. The Committee desire that responsibility 
should be Axed for this transaction which appears to be a product of 
unhealthy influence. 

Agridturc Depn. In the opinion of the Committee. if most of the buildings were huts  
(G(\vt. KC&) which could not be put to any use, no extra amount should have been 

spent in acquiring them along with the land. 

Agritulturt Dcptt. It passes the comprehension of the Committee, how the affairs of 
the Cosperative Society deteriorated to such an extent within a short 

Fmance Dwn. period when an official was the President of the Society and another 
(GOw' ofKmlr) a Member. It indicates that these two o ~ c i a l s  were negligent of 

their duties and responsibilities and had not cared to safeguard the 
interests of the Government. The Committee would like the Govern- 
ment to take due notice of these lapses. They should also issue gene- " 
ral instructions that when government ofacials are the oPBce bearers 
of any Satieties they should, inter alia safeguard the financial inte- 
rests of the governmenb in any dealings of such societies. 

1 3 ( 9  2 .59  Finanre The Committee feel unhappy to note that there was lack of co- 
Homc Affairs ordination amongst various authorities, civil and defence, as a result 

w i r L g  Home of which the jungle area falling within the danger zone of the firing 
DWt. of Kernla) rnnge was cleared and allotted for rubber plantation to individuals. 

(ii) 2 60 130 Tt is surprising that there was "no Gazette notification informing 
the public of the existence af the range of the danger zone behind it" 
(vide Minutes of meeting held on 3-7-1962 in the room of Chief Seer+ 

tary to Government of Kerala). The Committee would desire that 
i --- * - -- - - - .-- - - -- - - -  *.. ------. 
i 



tn all cases where Aring ranges exist it should invariably be the ree- 
ponsibility of the authorities concerned to notify the public about 
the firing range and the danger zone. Apart from that, special efforts 
should be made to bring this fact to the notice of the local inhabitants, 
more so if the range is surrounded by jungle area. 

Agricultum Deptt. I t  is nccdlrss to say that the Department of Agriculture are not 
( G ~ ~ -  of K d e )  "so free from blame in this case. It  transpired at the meeting held 

on 3-7-1962 in the Room of the Chief Secretary to Government of 
Krrala. that even in 1960 when clearance of the forest area was taken g 
up by the Director of Rubber Plantations, there were complaints that 
firing prevented the contractors from utilising all the time available. 
But all the action taken at that time was to come to an understanding 
with army authorities to clearly specify the periods during which the 
tar-pt practice took place in order to facilitate the clearing of the 
forest growth during the clear period. 

It 1s clear therefore that the Department had knowledge of the 
danger mvolved even in 1960, and In spite of this, they went ahead 
with the work of clcarancc of forest and allotment of land for culti- 
vntlcrn. This action, which is inexplicable, has resulted in Govern- 
ment's gtttting involved in paying compmsation of Rs. 42,875 which 
was totally avoidable. 



(ii) 3 1 I 

Do. The Cornmi? tccb arc also surprised that even in 1961 the individuals 
were not told n t t !  to incur further espenditure on the land, when it 
was officially known that thc area came under the danger zone. The 
Committee hope t h a t  such lapses would be avoided in future. 

EJucat;on I3cptt. Whde ncjti~~g the difficulties on the practical side that exist about 
( C i a k t  of Kcrpla) f lx~ng  more a ~ c u r ~ i t t l y  the number of text-books to be printed, the 

Cnnlrnrt tee would ltke the Education Department to make greater 
c fbr t s  In this rt.gilrd so that the possibility of large number of text- 
books beccxn~ ng obsolete could be reduced to the minimum. 

As r~g. irds  1 1 1 ~  +)hsnletc books. the Committee would Like the De- 
b. partnlent to ronsdcr the  feasibil~ty of distributing them through 

Adult Literacy Srhe:nt? for whose purpose the text-books for schools 8 
cvcw though obsdetr may be of some use. 

r7 0 )  4 10 pimce - (&vt, of rndrrt) TIM* Ct,nuni t t w  f t sCl  unhappy to ~ m t c  that despite the fact that the 
{Icalrh Q Stale Govtrnnicnt had rncntimwtl in their progress report that the 
I k p t t .  (Govt. of Schcmc was not popular they continued to get higher loans and sub- 

Kcrnla) sidy frotn the Crntrrrl Govcrnmcnt. Tiw result is that 57.26% of the 
total a s s i s t a ~ ~ c ~ '  rwc~ived fgjr cc~nstruction of houses by the State Gov- 
crritncvlt hari not been utihscd by the cnd of March, 1963. The Com- 
m~ttec*, thc+rt*forc*, clcsire that the centr;~l Chvernment in consultation 
with the State C;ovcrt~rntwt sh<xu!cl find otit whether the Scheme as  at 
p r ~ s r n t  should he rontinucd or not altd what alternative sc l~en~c ,  if 
on?, shuuld be dcv~srd. 
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4 11  Health 8t Labour Deptt. The Committee would also like to be informed of the recoveries 

of Kcrale) made so far against loans advanced to private employers. 

DO. In a written note submitted subsequently the Committee have 
been informed that as the final figures are yet to be arrived at, it is 
nut possible now to know the exact amounts spent out of the sub- 
sidy portion as well as loan portion of the assistance from the Gov- 
ernment af India. The Committee would like to be apprised of this 
information at an early date. 

4 14 - Finance (Govr. of India) W h ~ l e  the Committee note that the Subsidised Industrial Housing 
Health, L&our& ~ k & c c  Scheme is a State Plan Scheme for which financial assistance is given 
~ F R .  (Gnvf. of K ~ l a )  by the Government of India to the State Governments and through 

them to other approved agencies for the construction of houses for 
industrial workers, it is unfortunate that the Government of India 
continued to give assistance in spite of the fact that the scheme had 
not been popular as pointed out by the State Government itself. The 
Committee would, therefore, like that apart from correcting anomaly 
in regard to the assistance being larger than the expenditure, the 
broader aspects should also be considered with regard to similar 
schemes that might have been included in the Plans of other States. 

4 21 W d t h  8: Latour Deptt. The Committee regret to find that Government took eleven years 
(Govt. of Kcraia) to come to the conclusion that the scheme was a failure and therefore 

the land should be utilised for some other purpose. It is unfortunate 



that Government should have taken such a long time to come to the 
conclusion that the scheme was not succeeding. 

In the opinion of the Committee one of the reasons for the failure 
of the scheme IS the fact that the scheme was not fully discussed 
with thc lndustrlalists and no written agreements were executed with 
them. Moreover, no initiative was taken by the Department to per- 
suade the industrialists to come forward except to ask the Collectors 
to persuade the industrialists. Therefore the whole matter was 
trcated in a routine manner and it was not given the attention it 
deserved. 

The Committee trust that decisions in respect of all the three 
cases will be taken at an early date so that the land could be pro- 
wrlv utilised. 

The Committee deprecate such delays which result in huge loss of 
rent to Governmcnt, They hope that while building houses, simul- 
taneous provision for sncillarv services would be made so that there 
is no time lag between the completion of the construction of the 
buildings and their occupation. 

Health & I.abt*ur The Committee, are not convinced with the reasons advanced 
Pimnce for the delay in taking disciplinary action. The Committee And from 

Home I ) e P .  the notes furnished that on the basis of Quilon Distt.  collector*^ 
I f  Report submitted on 12-6-63 the Distt. Collector. Alleppy was directed 

by the Board of Revenue not to issue the "non-liability" certificate 



Health & Ialmu 
Finance 
Hmlc Dejxt. 

(Govt. of Kerala) 

to the Tehsjldar involved, who was working as Block Development 
OAIcer in Alleppy District. The records which were with the Distt. 
Court (due to which it was stated, dsciplinary action could not be 
initiated by the Collector) were received back on 31-5-1963 and the 
Tehsildar involved retircd from service in March, 1964. The Com- 
mittee are surprised to And that inspite of the fact that, at the 
instance of Govt., the Board of Revenue required the District Collec- 
tor as early as in September, 1961 to fix responsibility fo r  the irregu- 
larity, and to examine the question of recovering the amount in- 
volved from the persons responsible, the matter has been allowed to 
linger for more than 4 years. In the meantime, the Tahsildar in- t i  
volved in the case has retired from service in March, 1W. Such 
abnormal delays in finalising a case, &spite Government orders, are 
indicative of slack Administrative machinery. 

The Committee have also been informed that necessary action for 
h d i n g  out offlccrs responsible for the delay in this case is being 
pursued by Government in the Revenue Deptt. The question of 
issuing suitable orders and instructions for preventing the recur- 
rence of such cases, is stated to be under consideration of Govt. 
The Committee hope that action on both thew points will be taken 
without further loss of time and intimated to the public Accounts 
Committee. 



Th4 Committee regret to note that during the period from 1956 
to 1959 nobody took serious responsibility in regard to the spiU-0ve.r 
works of the Rural Water Scheme (Composite). The Committee 
need hardly emphasize that such an attitude on the part of Gort. 
Depth and oScials, especially in cases where the people have 
spent money for obtaining benefits, should be viewed seriously by 
the Government and such tendencies should be curbed by taking 
deterrent disciplinary action against delinquent ofacials promptly. 
Tnnsfer of an item of work from one Deptt. to  another should not 
be taken as a valid excuse for neglecting that item af work, nor 
should it present any insuperable difficulty in fixing responsibility 
tor wrch negligence. 

Home Affain In thfp connection, the Committee would like the Govt. to re- 
C+fIndL) view the procedure for taking disciplinary action in the cw of em- 

p l o y ~  of the State Government and see whether such action of Kcre'' could not be speeded up to avoid di£Eculties in locating responsibility 
due to lapse of time. 

Y (0 4.52 ~ ~ l ~ h  & LQur hm, The Committee are unable to accept the reasons advanced for the 
Govt. of Kunla delay on the part of Director of Health Services in communicating 

his recomrnendatian to Government. It is incomprehensible that 
when it was known that the validity of the tenders expired on Ust 
July, 1962, a time of about two and a half months was taken only in 
tabulation and the recommendations were made on 6th August, lWnt 
after the period of validity of the tenders had already expired. 



( 0 4.53 W t h  81 J-dwur Deptt. The Committee also feel unhappy that due to the delay on the 
ofKe& part of Directorate of Health Services, Government were involved 

in an extra expenditure of Rs. 13,000, which waa avoidable. Tbe 
Committee note that in this case, the respomibility has been b e d  
and disciplinary action taken for the undue delay that occurred in the 
tabulation of various items involved They would like that suitable 
instructions are issued by the Finance Department that in all cases 
decisions with regard to tenders should invariably be taken within 
the prescribed date to avoid possibility of Anancia1 loss to Govern- 
ment. 

Do. 

Do. 

The Committee fail to understand how the work was awarded 
only on the basis of the hypothetical lowest tender in this case, as 
it has been stated in the note that during actual erecutian pradi- 
cally the whole conveyance was for long distances and even tbe 
first work undertaken under this contract was transportation of 
cement to a distance of 194 miles. 

Since the basis on which the tenders are invited does not give a 
correct idea of the two factors involved, namely, the quantity of 
material and the distance over which it is to be conveyed, the Com- 
mittee feel that tenders should be invited on a more realistic and 
o o m t  basis giving the precise nature of the work involved 



Do. 

Do. 

The Committee agree with this vlew of the Secretary, MirWq of 
Finance and desire that the position should be reviewed and the 
present system of inviting composite tenders and awarding contracts 
which more often than not work in favour of the cotractor, should 
be discontinued. 

The Committee regret to learn that one of the reasons of the 
failure of the scheme was due to the fact that some of the colonies 
were in far away and out of the way places and people were not 
willing to stay there and that the loan amounts due were not being 
repaid in proper imtalments. This is all the more surprising in 
view of the fact that the Scheme has been in existence from the 
First Plan period; a sum of Rs. 15,85,228 was outstanding recovery 
on 30-9-1965 and yet, knowing that the Scheme was a failure, money 
had continued to be spent on the Scheme in its existing form with- 8 
out any  improvement. They fail to understand why the Scheme 
had not been reviewed after the first stage when it must have been 
clear that the people for whom the Scheme was introduced did not 
like it. 

From the facts placed before the Committee, they are convinced 
that the Scheme was introduced without properly examining $1 its 
aspects. The initial mistake was in the selection of sites. as admit- 
ted in evidence. Knowing the habits and customa of the people, the 
Govt. failed to take note of them in the Scheme. Secondly, although 
execution of agreements with the agencies responsible for imple- 
mentation ol the Scheme was an essential part of the Scheme, in 



most of the cases, the agreements were not execu td  In other cases 
where the agreements were executed, the same proved defective. 
As.a result of all this the Gwernment ia yet to recover an outstand- 
ing amount of Rs. 15,85,228. - .  

Do. 

In these circumstances, the Committee feel that a review of the 
Scheme is called for at an early date in order to find out to what 
extent the Scheme needs modification so as to be of real benefit to 
the poor homeless and Landless people. They have been informed 
in the written note that no provision has been proposed for the 
Scheme in the Fourth Five Year Plan. 

The Committee see no reason why the qgreements could not be 
executed before advancing the loan or at least immediately there- 
after. The reasons given for the delay in those cases are not con- 
vincing. These are definitely failures of the Department concerned. 

Do. These facts relating to these Societies indicates that the Scheme 
has largely been a failure. 

Do. At the instance of the Committee, a note has been furnished indi- 
cating action taken on the recommendations contained in para 179 of 
the ~ e p 6 r t  of Kerala P.A.C. 1963-64. The Comdttee find that al- 
though some progress has been made in some cases, much headway 
has not been made in respect of other cases. They d d  like the 
Department to pursue these cases vigorously. 



Do. 

Do. 

The Committee are not convinced with the reasons for the delay 
in recovering the dues from the Society. Six years time is more 
than enough for settling the procedural matters or other &f&ulties.. 
They, therefom, desire that the matter should be settled forthwith 

The Committee feel that in view of the fact that the Municipal 
Sweepers etc. were a t  present not paying any rent for their land and 
had been supplementing their income from the products of the land 
and expected to become owners of the land ultimately, they could 
not be expected to shift to the Municipal tenements, where they have 
to pay rent out of their meagre income. and which they would have 
to vacate on their retirement. 

In the circumstances, the Committee would suggest that the feasi- 
bility of an alternate scheme suitable for the sweepers etc. may be 
considered and the tenements let out to others who are willing to 
pay the normal rent. 

The Committee regret to note that although the Society gat 
possession of the buildings on 18-%1957,* there is no record to &ow 
whether individual members who occupied the buildings -paid any 
amount to the Society. The Society had become defunct from July, 
1961. In this case also, the Scheme has proved a failure. 

( i f)  4' for 110 It  is re jp t tab le  that owing to various shortcomjngs and lapses 
in the formulation and implementation of the Housing Scheme (such 

--.-- -. ---.- -* - _ __-- _ _ _ I _ - - _  ^- -- .----- ---- _-_ 
-7- -- -_I__ __ 

* M a g  to Audit I t  wes "June, 1956" 



as location at fat away and out of the way places, lack of amenities 
like electricity, aversion of the people to settle together etc.,) the 
Scheme on the whole has proved to be a failure. The Committee 
would therefore like that in the review to be conducted, as suggest- 
ed earlier, it should be specifically found out what the lapses and 
shortcomings were, so that they could be avoided in future. The 
Committee feel that in the Schemes of this nature, the felt needs 
of the would be beneficiaries, and their ability to repay the loans 
etc, should be realistically assessed beforehand to ensure the success 
of the Schemes without unintended financial loss to Government. 

Health Labour and It is indeed suprising that the Government approved the pro- IE 
Deprt' cd pmal for maintenance of pmforma accounts (as stated in evidence) Gwt. obKaala in 1956 and yet nothing concrete has been done so far in this matter. 

The Committee find from the note that an 441956 Govt. referfed 
to Chief Engineer for remarks on the suggestion of the AccountMlt 
General for the preparation of proforma accounts. But no action 
seems to have been taken in the matter. Yet, only on 204-1962 the 
Chief Engineer informed Govt. that i t  was not possible to prepare 
the proforma accounts because accounts of expenditure were not 
traceable. It passes the comprehension of the Committee as to why 
the Chief Engineer could not point out even in 1956 that the accounts 
were not available, but needed repeated reminders for several 
ymrs to furnish this simple information. Such indifkrence to 



no.  

Do. 

duties and responsibilities on the part of the Chief Engineer is 
inexcusable. 

Now that the matter has been unconscionably delayed, the Com- 
mittee would desire the Government to hold a meeting with the 
representatives of Audit and Chief Engineer and come to a definite 
conclusion as to haw the proforma accounts are to be maintained 
and from which year. 

In the opinion of the Committee, efforts should have been made 
to collect the dues currently from the municipalities. Even 
when there was dispute, prompt steps should have been taken to 
recover from the municipalities on account payment ~t the old rates, 
so that the accumulatiw of a m a n  would not have been ro havy. 

Pw 
The Committee suggest that the question of a r m  should be 

carefully and realistically examined by the ,Government in con- 
sultation with the concerned municipalities and final decision taken 
about them 

38 4.126 Finance Depn. of Govt. The Committee desire ,that proper attention should be pafd to 
of Kcrala. audit parw and replies ehould invariably be sent within the tima 

limit of six weeks. In exceptional cases, the position should be ex- 
plained w i t h  the time and a Anal reply gent as soon as possible 
thereafter. 

39 4'183 Hal&& Lebaur Depn. The Committee feel unhappy about the manner in whfch thia 
of M -  cam had been dealt with. In terms of the agreement the contractor 

--- - - --- - - 
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was to provide at his cost special implements, cranes, etc. But on 
his agreeing to pay the usual hire charges, a crane was hired from 
Government Engineering Workshop and supplied to the contractor. 
While hire charges paid to the workshop were Rs. 57,582, the amount 
decided to be recovered from the contractor for this purpose was 
Rs. 3,326 only. The crane was also operated by an employee of the 
P.W.D. The Committee have also been informed in a written note 
that the crane was used by the contractor for 776 hours in 238 d a p  
The Committee are unable to understand why this special conces- 
sion was given to this particular contractor by the Department by 
incurring an extra expenditure of Rs. 54,256. Nor do they under- 
stand why terms and conditions are included in the contract which 
are not insisted upon. 

40 4' 1 35 & Labour Depu. The Committee desire that an early decision should be taken 
Owt. Ker&. 1, this matter and the case settled flnally. 
h. The Committee notice that the point for objection arose only 

after the Chief Engineer enhanced the rates in September, 1968. 
They are surprised to note that although Audit brought the 
irregularity to the notice of the Department in 1962, orders for the 
recovery of the excess payment to the contractor were issued only 
on 13th April, 1984. Xf prompt action had been taken in the matter, 
it could perhaps have been possible to recover the ex- papent 
of Rs. 8,900 from the contractors. 



Do. 

Do. 

no. 

Such Iong &ys even after imgularity of serious nature is 
discovered or reported by audit appear to be a common feature of 
Kerala administration. The Committee feel very unhappy at duch 
a sorry state of affairs and express their grave concern. 

As regards recovery from persons responsible, the Committee 
would like speedy action to be taken. They would also like the 
Department to examine if any action L called for against the con- 
tractora. 

The Committee regret to note the various hegtxhities d i s c l d  
in this case. The scheme was meant for scheduled castes and grants 
were given to private individuals or cooperative societies formed 
by them in the particular area. But the construction work relating t+ 

Y 

to 73 houses in different areas was given to the President of a Handi- 
craft Cooperative Society of a particular area, without inviting 
tenders, on the speciAc order of the Mrector of Harijan Welfare. 
This was done on the plea that no beneficiary was forthcoming as 
stated by the District Officer. The same District Ofacer had fded 
to execute any agreement with the contractor on the ground that 
there were no specific rules on the subject in the scheme. In addition 
to that, there was a false certificate by the Junior Engineer and the 
payment was made to the contractor. 

In the opinion ot the Committee, all the* go to show that rules 
have been violated by more than one oiacer resulting in a loss of 
about Rs. 9000. It ia a h  rurPrlsing that it took the Department six 



- -- -- -- - -- -- --- 
years (1958-1964) to assess the loss. This matter needs therefore to 
be investigated further and responsibilities Axed and the defaulting 
officers punished suitably. 

hvcnue The Committee also feel that the checks exercised by the 
Wjm wellartDepartment on their officers were perfunctory and need to be 

Of Owt tightened up. of K a o h  

Do. It is really amazing that in this case also the contfaat wm given 
to the same contractor (President of a Handicraft Society) fer the 
entire work which was split up into sixteen Items in ordet to etiable 
beneficiary societies like Harijan Welfare Cooperatives to undertake 
the work. It is all the more surprising that ratification of this 
splitting up of the work was done much la*, when the w d  had 
already been allotted to a single individual against the spirit of 
Govt. orders. As there is no mention as to whether Government 
were aware of this fact when the tatifitation was done, the Coin- 
mittee would desire that it should be investigated whether the fact, 
that the entire work had already been allotted to a single indittidutkl 
and not to the beneficiary societies for which ratification was made 
with the approval of the Minister of Local Self-Government, was 
brought to the notice of the Minister before his orders for rataca- 
tion werp taken. If not, the persons responsible for suppressing 
such material tact should be suitably punished. 



46 5.19 tt (Harijm The Committee do not understand as to why the loss incurred ?&% tt.1 due to the abandonment of the work by the contractor has not yet 
Govr c!fRcrda been assessed, although the contractor abandoned the work as long 

back as May, 1959. The Committee desire that the assessment of 
loss should be completed without further delay. Result of the pro- 
secution of the contractor as mentioned in the Audit para may be 
communicated to the Committee. 

Do. The Committee feel that these two cases of allotment of all the 
works to a particular individual, while ostensibly the works were 
to be given to beneficiary Harijan Societies etc. disclose a pattern 
which has to be scrupulously avoided if real benefit is to be gfwn 
to the poor Harijans of the State. Otherwise there would be waste 
of Govt. funds which will bcrneAt people who manage to obtain con- 
tracts by means not necewdly fair in contravention of rules and 
Gart. ordem. 

f b d ~ ~ & s  Dew. of The Committee regret that in the case of the Industrial Estate 
Oon. lCaaln Ollur, due to lack of w r d i n a t i o n  and delay in acquisition of land 

(Note furnished at the instance sf the Committee) improvement in 
and additional supply of drinking water has yet to be made although 
steps were stated to have been taken to provide piped drinking water 
m far back as 1960. The Committee need hardly ernphasiw that 
delay in providing basic amenities like water, etc., result in delay in 
achieving the  main objective of the scheme and also it results in 
heavy losses to the public exchequer. 

49 6.23 130. Another aspect which has caused concern to the Committee is the 
- --- - fact, as stated in evidence, that while efforts were being made for - - -  - - ------ - ---- -- - - - -- 



obtaining supply of water, no one connected with the scheme knew 
that only at  a distance of two furlongs there was a tank whose supply 
was found to be su!&ient in 1961. This only indicates that no proper 
thought was given to problem at the time of construction of the sheds 
etc. and there was failure even to survey the area properly. Such 
lapses, the Committee trust will be avoided in future. 

lafwc# Depn. of As regards delay in providing approach roads and sanitary 
d K d  arrangements in the case of Olavakot Estate, the Committee regret to 

ilnd from a note furnished subsequently that there had been delay 
in the construction of roads and sanitary arrangements, which cannot i$ 
be justifled. The Committee are hardly impressed by the plea that 
since this was the flrst estate to be constructed, these deficiencies 
were found. The Committee feel that the work involved in construc- 
tion and providing the amenities was of a normal and usual nature 
and hence there should have been no difaculty in ensuring proper 
coordination and speedy implementation. 

Do. The Committee regret to note that even now some sheds (in Kol- 
lakadavu and Palayer Estates) remain unoccupied. They hope that 
the Department will make further efforts to see that none of tbe 
sheds remain vacant, as it results in continuous loss of rent to 
Government. 



no. The Committee note from the statements furnished that arream 
of rent (Estate-wise) upto 31-12-1963 bad been Rs. 35,08C25. But 
although the collection of arrears since 31-12-1969 amounted to 
Rs. 36105.88. the balance of arrears at present is aa high aa 
Rs. 58,378.37. The position, therefore, is far from satisfactory. The 
Committee desire that vigorous step should be taken to wipe out 
the arrears as also to ensure that arrears of rent do not accumulate 
any more. 

no They would also like the Department to consider the impodtion 
of penal rate of interest on arrears of rent in the case of persistent 
defaulters as the agreement provides for charging of penal rate of 
interest. 

N 

W*.nd Hariw The Committee can And no justification for such an inordinate 
e 

Fi!mxx 
Gwt. India delay in Analising the method of calculation of rent. The delay in 

Indutriar Deptr. revision of rent, according to Audit has resulted in an annual avenge 
FhnQ kW* me. losa estimated at Rs. 1.46 lakhs. In the opinion of the Committee, the 

of Kenk responsibility for this annual loss lies more on the Govt. of India thul 
on the State Government. They would, therefore, like that an 
enquiry Is heId to find out how such delay occurred in the Govt. of 
India and to Ax responsibility therefor. 

$ 5  6.39 Do. The Committee further desire that action to implement the deci- 
sion regarding calculation of the rent should be Analised without 
delay and the question of claiming subsidy should also be settled. - _---I__- - -P -- - > - . - . . - , --- - - 



The Committee are glad to be informed: 
"apart from the fact that the scheme itself was a remunerative 

one, the land is continued to be cultivated. Agricultuq 
is being done therein and it is giving a very good profit" 

The Committee are perturbed to note that in the principal agr- 
ment executed on 3-5-1958 no mention was made as to whether the 
rate of seigniorage applied to dry bamboo or green bamboo, despite 
the fact that on 741958 the Law Secretary raised a query on thia 
specific point. This omission continued wen  in the supplemental 
agreement executed on 6-8-1962. This point ares clarified only on 3 
6-7-1964 through a Government Order. 

The Committee feel that omission to specify clearly in the agree- 
ments the nature of bamboos to which the rate of seigniorage applied 
is serious and not unintentional lapse, especially when this mattel 
was specifically raised by the Law Secretary. The Committee desire 
that the responsibility for this omission should be fixed. They are 
of the opinion that immediate steps should be taken to incorporate 
the clarification also in the agreements and it should not be left to 
O o v e m e n t  Order. 

The Committee are amazed at the manner in which seigniorage 
rate was Anally flxed in the present contract. On the 20th October, 
1956, the Adviser to the Governor, on the basia of a quest  received 



on 16th October, 1956 in writing from the representative of the Com- 
pany in New Delhi, held discussions with the of3cers of the Govern- 
ment of Kerala and it was decided that the seigniorage rates preva- 
lent in Malabar should be payable. But in evidence, the Commitbee 
were informed tha! there was no seigniorage rate prevalent in Mala- 
bar area. The Committee are unable to understand, how, when there 
was no seigniorage rate prevalent in Malabar, Government could 
decide on 20-10-1956, that a rate which was non-existent would be 
made applicable in the case of the contract. 

What is more than surprising is the fact that while the pr#alent 
rates for small amounts of bamboos in TravancomCochin was 
Rs. 9.57 per 100 bamboos and the Company were agreeable themselves 
to pay seigniorage at the rate of Rs. S/- per 100 bamboos (which 
works out to Rs. 280  per ton based on the conversion rate of 56 air 
dry bamboos per ton adopted in the report of Stock-mapping of the 
forest area amducted by the Department in March, 1956) and the 
Industries Secretary in his note dated 31-3-1968 had stated that the 
rate of Rs. 5/- per 100 bamboos specifled in the draft agreement 
was rather law and had to be examined further, the seignio- 
rage rate finally accepted was Rc, 1/- per ton as a result, 
of the discussions held between the government and the representa- 
tlve of the company, between 20th and 2Srd March, 1958. How and 
why this  rate was arrived at, at whcm instance this was done and 
on whet grounds-are all shrouded in mystery as no minutes of the 
diseus.sions held between 20th and 23rd March. 1W are stated to have 
been kept. 

. - - "  -- --- ---- - 



(ii) &el I d -  Deptt. of' Further confusion arose because ultimately the rate of seigniorage -. of Kcre& was Re. 1 per ton, whereas the rate earlier all along related to 
numbers and not weight. Since the weight of @een bamboos is more 
than air-dry bamboos, this change without specifying the! number of 
green bamboos that would make a ton needs clarification a8 to what 
this rate of seigniorage amounts to aa compared to prevalent rates 
and the rates offered by the tirm. 

-Do.- The Committee would like to emphasise that it b essential that 
written records of all discussions held or decisions taken or ncgotia- 
tions conducted especially with regard to contracts, must innubbly 
be maintained by all government representatives cuncemcd. $ 

4.- The Committee cannot appreciate why the Government did not 
revise their rates at least at the time of Supplemental agreement in 
1952. The fact that the Company agreed to pay Rs. 7.50 per ton 
instead of Re 1/- shows that: 

(a) that the prevailing rate at the time was not lesr than 
Rs. 7.50; and 

(b) the Company had the capacity to pay higher rates. 
The Committee are unable to appreciate why no agreement was 

executed for this purpose. They deprecate this tend- to regulak 
contracts and conditions applica5le the* by means of correspaa- 
&nee and Government Orders, which do not have the force md 



Do. 

validity of a written contract and agreement. I t  is needless tD paint 
out that this irregular method of working contracts is fraught dth 
risks which may involve Government in financial losses and other 
complications. They would therefore, suggest that there should be 
a written agreement in proper form about this extra extraction of 
bamboos. 

From a study of the principal agreement dated 3-6-1958 the Com- 
mittee find that not only in the preamble it has been clearly i d h W  
that the Company intended to set up "a Factory for the manufacture 
of rayon grade wood pulp" and the Company was "desirous of 
obtaining a grant from the Granter of the exclusive nght and liceme 
to fell, cut and remove bamboos from certain areas in the Nilombur 
Valley in the State of Kerala for the purpose of converting the same 
into Rsyon Grade Wood Pulp or for purposes connected with t h ~  
manufacture thereof." but also clause l (b)  of the agreement speci- 
fically lays down: 

"It is expressly understood that the bamboo extracted by the 
company as per this agreement shall not be used for p u -  
poses CJ thcr than those hereinbefore mentioned." 

Thcrcforc, i t  passes the comprehension of the CornmiCtte. how, 
in contravention of the provisions of the agreement, the Comp- 
were allowed to produce paper grade pulp in the initial period 02 
mnufadure. The Committee would like to know under what autho- 
rity and a t  whose instance this concession not permissible under the 
written agreement, was given to the Company. .- - -.-- - - ------- 



-- ----- - ----- - - - - P - 
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64 6 8 2  Finance Dcptt. of The Comrnlttcc are surprised that after the failure of the Company 

&vt of Kcrdle. to abide by the terms of the contract, the question of revising the 
contract was not considered, nor was a notice issued to the Company 
undcr clause 14 of the agreement. 

Do Another lacunae in the agreement is the absence of any clause 
enjoining the setting up of the Factory by a particular date. 

The Committee find from the note furnished at their instance that 
in the Felling Rules no time-limit for removal of bamboos has been 
prescribed and only on 16-8-1965 the Chief Conservator of Forests in 
a do .  letter to Conservator of Forests, Khozikode has stated that the 
bamboos collected by the Company should be removed within one 
rnonth positively. This is yet another lapse on the part of the Gov- 
ernment in framing the agreement and the terms, conditions and 
rules thereunder. 

The Committee do not know whether such agreements between 
a Company (private) and Government with regard to  1- are 
normal features of the Gcvcrnment of Kerala but they feel that some 
of the conditions in the agreement cannot be called normal or usual. 
They would particularly refer to the following:- 

1. Finance Ilcprt. Indsrpt rics 
Dcpt:." of' Gwr. of Ketaln. 

"1. That it is the right and responsibility of the Company to 
maintain discipline and efficiency in the plant, and to hire 



labourers and to dfscharge them for any cause whicb to 
the Company appears just, and to relieve labourers from 
duty on account of ineffi.iency or lack of work or other 
valid reasons subject only to the provisions contained in 
the Standing Orders of the Company consistent with the 
statutes in force." 

"5. That bonus will not be re!nted t l )  the Company's profits or 
enrnings but where found necessary by the Company will 
only be related to  and paid on efflciency and producti- 
vity, according to schemes which may be formulated by 
the Company from tlme to time." 

"6 (a) The Government covenants that the Company 
observing and performing the several functions and stipu- 

t 
lations indicated herein shall peaceably hold and enjoy 
the premises. liberties and powers granted in pursuance 
of this Agreement or any other Agreement without any 
Interruption by the Government or any person rightfully 
claiming to act for tfwm. Government shall at all times 
endeavour to  Br~rig about cordial relationship between 
mtln;tgPmet~t and labour and in the case of any dispute 
involving harassment o f  the management and/or any other 
lllcyal act resulting in interruption in production, take 
timely and positive steps to prevent such occurrences. 
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I 
(b) The Government agree with the Company that it will bs 

ditlicult for them to carry on their activities, if the comb 
ttons obtaining at the time of starting their work are 
materially altered, and new burdens imposed on them in 
subsequent years. They will, therefore, do their utmost 
to ensure that the laws, rules and regulations, relating to 
the Company's relations with labour, and taxes and levies 
on the Company, are so administered a s  not to materially 
alter the conditions under which the Company begins its 
operations." 

bb 
tA 

The Committee would like to know if this type of agreement has 
been executed by the Government of Kerala with any other Company 
and i t  not, what are the special reasons and circumstances for doing , 

so in this particular case. 

Fin. Dew. The Committee would suggest in the circumstances that the a- 
fnduwin Depn. of ments, orders etc. in connection with the present contract with the 

Govt. of fala. Company should be thoroughly scrutinised with a view to plugging 
all the loopholes and lacuna and to fixing revised rate of seigniorage 
which would be consistent with the rates of seigniorage prevalent in 
the neighbouring areas. 

PO. The Committee are far from happy to note the manner in which 
W case bas been Wt with, They are unable to qnders-d M h 



krhy in the k t  instoace, the ~ore rnment  of Kerala should h$ I 
private industrialist to obtain a licence for setting up of a factory, 
when the Govenunent themselves were partners in the venture!, 
specially in view of the fact that the projects of this nature come 
under Schedule A (State Sector) of the Industrial Policy Resolution, 
1W6. The argument that the quoftion of Govenunent themselves 
establishing a factory was not considered at all, loses much of its 
force by the subsequent developments when the same ~~Ilabarator 
was prsvailed upon to agree to the setting up of a company under 
the aegis of the Kerala State. In this connection, the Committee 
would hke to draw attention to the notes furnished at the instance 
of the Committee whereln it has been stated, inter a h ,  "Heavy 
Transformer manufacture was resewed by the Government of lndia 
for the public -or. The Government of India kued a licence 
to Shri. . . . . . . . . . . on the 28th September, 1061 due to the good 
&ces and efforts of the State Government." The Committee are of 
the view that, if the State Government had taken the decision, from 
the very beginning to set up this project in the public sector, in con- 
formity wlth the accepted policy, the subsequent complications and 
the payment of Rs. 2 lakhs as compensation to the private idusMalist 
could have been avoided 

70 6.11s Finance Deptt .I From the noka furnished at the instance of the Committee, it is 
De tt. of Industria m n  that the question of placing the Audit Report on the Table of 

Rwt. of' Kcmh. the Legislature i s  still being considered by the Government. They 
regret to note that the recommendation of the State Public Accounb 



6.118 Finance I3cptt.l 
Dcpn. of Indumies 

Govt. of Kcrale. 
6. taq Do. 

6 126 Do. 

6 127 Do. 

6.133 Do. 

Committee has not been implemented so far. They desire that imme- 
diate action should be taken in that direction. 

The Committee suggest that vigorous steps should be taken to clear 
the old outstandings relating to all the previous years. 

The figures furnished indicate that the quantum of assistance 
received from the State Government is very much less, when compar- 
ed to the quantum received from the Khadi and Village Industries 
Commission. 

The Comrni ttee hope that efforts would be made to achieve the 2 
targets of production fixed in respect of various schemes. 00 

The Committee would also like the Finance Department to  ensure 
that further loans and grants are given after they are satisfied about 
the proper utilisation of the sums granted earlier. 

The Committee suggest that further assistance to  the institutions 
should be stopped immediately in the event of any diversion of funds 
for purposes other than those for which the assistance is given. 
Strict watch should also be kept over the institutions to whom assis- 
tance was given to see that they are  functioning ~roperly.  

From the note furnished a t  the instance of the Committee it is 
seen that the 321 institutions became defunct during the period from 
1958 to 1W. Loans and grants from only 45 institutions have been 



Do. 

recovered so far and the amount of Rs. 10.14 lakhs is still outstanding. 
They hope that early steps would be taken to realise the outstanding 
amounts. 

The Committee r e p t  to point out that there was inordinate delay 
on the part of the Board in assessing the loss in this case. I t  is only 
now that audit is being conducted to assess the loss relating to the 
period nf 1958. 

The Committee are further surprised to note that no action was 
taken 1,. the Board to inform either the Government or the Khadi 
Commission till October. 1961 for which it appears no serious notice 
has &cn tnkcn by the Industries Department or the Finance Depart- 
ment. They suggest that early action should be taken against the 
persons responsible for the loss and a report submitted to the Public 
Accounts Committee. 

Do. The Committee hope that early action would be taken against the 
Manager of the Bhavan. 

Do. The Committee would also like the Board to devise a procedure 
whereby such cases of defalrations do not remain undetected for a 
long period of time. 

Do. Thc Committee would like to point out that the absence of payees' 
receipts is fraught with financial risks. They, therefore, suggest that 
s t q w  should be taken to obtain proper receipts promptly fmm the 
innt i tu t iws  concerned, invariably fn all cases. 





Fkom the facts placed before the Crmunitfee, they demt 
justification for accepting a voluntary offer from a party who bad 
not given a tender, at an cxt ra cost of about Rs. 1 lakh. It is Jrnpris- 
ing that even the formality of obtainmg a security from the party 
concerned was dispensed with. The Committee recammend that an 
inquiry should be held in regard to the circurnsbnes which led.* 
the acwptance of the voluntary offer. 

The Committee are  surprised to note that despite a qecific pro- 
vision in the agreement that the quantity to be executed was o d y  
approximate and were liable to vary widely in actual execution and 
the rates quo!ed for each item should hold good irrespective of the 
quantity, the contractor was allowed enhanced rate for  quantities of 
rock blasttng beyond 110 per cent of the quantity speciffed in the 
agreement which resulted in extra expenditure of Rs. 16,m. 

The Caaunittee find no justification for providing a clause in the 
agreement which was not acted upon. In their view there was no 
special reason for inserting such a clause of wide variation when 
normally the clause relating to variation upto 10 per cent d y  was 
inserted in contracts if there was no intention to implemeat it. 

From the statement furnished the Committee And that the justi8- 
cation for rejecting the lowest tenders in these cases on the ground 
of their rates being unrealistic vis-a-vis the estimated rates is not 
borne out. It  is clear that in  all these cases except S. No. 1, althaugh 
then! was not much difference in the rates quoted by the lowest and 
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the second lowest tenderer (whose quotations were accepted), the 
difference between the estimated rate and the accepted rate was very 
p e a t  indeed. The accepted rates were lower by more than 50% in 
some cases and in other cases the accepted rates were substantially 
lower. This only indicates, in the opinion of the Committee, that the 
%timated rntcs thcmsclves are too high, and also that this argument 
of unrealistic rate is uwd only to give the contract to  a higher ten- 
derer by ignoring the claims of the lowest tenderer. 

8 8 b' lit W fb 1)cptt The Committee a re  not convinced with the arguments advanced '*"- af Kefdla for xvjecting the lower offer in this case. The lowest tenderer was 
r e t  a fresh man as he had alreadv been given a maior work by the 
Department. The officers' fear that he did not have the capacitv to 
do this work was not based on any ground or experience. The 
plea of urgency Is also that tenablc as the work was completed 18 
months after the target date i.e. January, 1959. Besides. the Commi- 
tee are not at all impressed bv the argument that the rates quoted 
by the tenderer were unrealistic. The fact that the accepted rates 
of the next higher tenderer were also lower by about 31V0 than the 
estimated rates shows that the estimated rates of the Department 
were very high. The Committee find from the statement regarding 
rat= for mck blasting done in the last three vears, that except in 
one CRSCL the rates quoted have been lower than the estimated rates 
and in some cases the rates were substantially lower. This fact also 



confirms that the estimated rates were on the higher side. The Com- 
mittee feel therefore that the rejection of the lowest tender, resulting 
in an extra expenditure of Rs. 34,912 lacked justification. The Com- 
mittee, therefore, desire that a proper inquiry should be held and 
responsibility fixed for this avoidable extra expenditure of Rs. 34,912. 
The question of Axing the estimated rates in a realistic manner 
shodd also be examined. 

DO. The Committee feel unhappy to note that large quantities of 
trusses had remained unutilised since IS2 till now. The Committee 
hope that the Department will learn from experience and take steps 
to avoid the recurrence of such cases. 

Do. The  Committee would also like the Department to explore the 
possibility of utilising the trusses as early as possible. I 

Do. The Committee fail to understand how the  estimate of the work 
was made s t  12.500 eft. by the Excrutivc Engineer when in actual 
working the quantity was 1,12.461 cft. The Committee would like 
thc Department to issue strict instructions to the ofRcers concerned 
to b~ very careful in checking the figures etc. relating to tenders and 
contract clocuments. 

The Committrta find no justification far allotting the second con- 
strurtion work for 13 groyncs, nt rates RO{, above the estimated rates, 
withrnrt first nsrrr-tilining from the first contractor (who was doing 
the same type of work at 17 .5~ ,  below the estimated rates) whether 
he was prepared to take up the work and what his rates were. As 

Do. 



the time lag between the dates for inviting the tenders was only 
three months, the Committee are doubtful whether uuch a sharp 
increase in rates (about 30%) within such a short time is justified. 
Moreover, the Committee find that in several cases dealt with in pre- 
vious paragraphs, the rates quoted had almost invariably been much 
lower than the estimated rates. Therefore, when the contractor 
quoted rates which were 8Cy0 higher than the estimated nates, tbe 
Department should have tried to negotiate with the flrst cantmcbr. 
Alternatively, if the work was not split up, i t  is likely that the whole 
work might have been completed at a cheaper cast and extra expen- 
diture of Rs. 71,565 could have been avoided. The Committee hope 
that such of splitting up the sanctioned works, d t i n g  in 3 
extra expenditure would be scrupulously avoided in future. 

Public Works km. The Committee regret to note that proper investigations had not 
&Gwt of I k d a .  been made originally when estimates were made and therefam i t  

had to be revised from Rs, 3.90 lakhs to Rs. 5.18 lakhs. The Cam- 
mittee feel that it is absolutely necessary in contracts of this nature 
that all f a c t m  are taken into consideration while preparing the 
estimates and a thorough investigation, tncludmg &ski, carried eut 
before estimates etc. are prepred. 

Fin.nce Dcptt. A. regards the abnormal delay in replying to audit Paras, the 
W& D ~ ~ .  Committee deprecate the tendency to treat them in a mutine manner. 

o ~ & \ T .  of ~ m t ~  In "der to avoid such delays. the Committee suggest that each 13e- 



Do. 

prtmtnt mght consider the feagibilrty of nominating. semior ( A I b Z  
to deal w t b  audit Parasidraft Paras expdtiously. 

The Committee are not convinced of the reasons advanced for the 
delay of about five years in coming to a decision as to how the in- 
quiry was to be conducted. The Committee need hardly emphasiae 
that such unconscianable delays in taking disciplinary action agaimt 
delinquent olticiaIs not only nullify the purpose tn view but also may 
result in the guilty escaping punishment. It is, therefore, desirable 
that disciplinary action. to be effective. must be prompt. 

The Committee And from the note furnished that the casen 
referred to Police on 4th June. 1962,25th March. 1963,Uth- April, 1- 
and 6th March, 1985. But the cases have not yet been finalised. The & Committee desire that the progress of these cases should be &s%ly u 
faflowed and finalisation of the same should be expedJted. 

As regards failure of the supervisory staff to find out the shor6age. 
the Committee would like the present system to be examined so es 
to tighten control and plug loopholes. 

In this case, the Cornnuttee feel perturbed to find that there had 
h e n  serious lapses on the control over staff and failure to take action 
In t ~ m c  to take remedial act~on, which resulted in shortage of store8 
amounting to Rs. 5 7.1 lukhs (total of amounts involved in cases (a) 
and (b) of Audlt Reprt). 



- -- --I- - - _ _-_ --- 
I I 3 

. - 
4 - --- - -  ----- - - - - - - - - - - - - - - - -. - --- 

(ii) 8.38 Finance Lkptt It is surprising that the store-keeper who was found responsible 
for deficiencies was transferred to another store, without any action 

Public D ~ n  being taken against him, thus enabling him to carry on his activities Savt. of Kcrala in the second store where a shortage of another Rs. 2.01 lakhs of 

Do. 

Do. 

materials occurred. This person was placed under suspension only 
thereafter. In the opinion of the Committee, much of the shortages 
could have been avoided if Government had taken serious notice 
of the shortages disclosed in the verification of stores conducted in 
hlay-June, 1959 at the instance of Audit. The shortages in the second 
Divisron could also have been avoided if on the finding out of short- 
ages in thc first store, action was initiated against the store-keeper 
concerned. Fa~lure of the administration to take proper action and 
the fnilure to take serlous notice of shortages disclosed during physi- 
cal verification are serious lapses of which due note should be taken 
and responsibility fixed. 

The Cczmmittec desire the Finance Department to issue instruc- 
tions. if nt)t already done, that immediately after the Audit Reporb 
are placed before the Legislature, these should be p m p t l y  exa- 
mined by the Departments concerned to see what remedial or p 
ventive steps are called for and such steps should be initiated with- 
out delay. 

The Committee would like to reiterate the recornmeadation 
contained in Section 4, item (ii) (page 34) of the Kerala Public 
Accounts Committee's 1st Report (196344) that Government should 



appoint only technically qualified hands to be in charge of stores 
and also arrange surprise inspections of the various Departmental 
rtores being conducted by a separate body of special staff under 
the Finance Department and review the work periodically. 

Dtx. In addition annual verification of stores by the Departments: 
themselves as laid down in the rules should be insisted upon so 
that discrepancies could be brought out in time and rectified. 

1 02 8 47 Public Wt\rks Dcptr The Committee note with regret that in this case also although 
0' Goi.( of Kcrda the shortages were noticed in 1960 and 1961, special audit was ar- 

ranged by the Deptt. only in November, 1963 and disciplinary 
action was initiated thereafter. The Committee would again point 
out that dday in such matters creates unnecessary complications 
and mostly dcbfc:~t the purpose. 5 

103 _8 76 Home Affairs (Govt (d India) The Cmmittec have hardly ever come across a case of such a 
8 77 
8 78 Put~lic Works, I u pccullar nature where a crlntiilal had successfully cheated responsi- 

' 'lc iicalth'ble Government servants and had obtained Government stores, not Eneinanring, f h m c  and Plnance 
Dcprts of Gtryf ~a&, once but several times in different States. 

The Committee had taken detailed evidence of all the d 3 c m  
1nvu1vl.d in this case. It trampred that  the person nho cheated 
Government had p a d  as an Assistant Director of thc Atomic 
Energy Commission, producej printed letter heads, sxured the 
W d e n c e  of the Diutirct hlagiutrate, Cannanore and after obtain- 
ing letters from him succecded in taking awey, in tr.~nsport, pro- 



cued by himedt, stores from Govt. Deptt. with the approval of the. 
--. 

Tba Committee feel that there are several aspects of this case 
which reveal lacunae in procedure and practice that had facilitated 
the cheating, which can be summed up as follows: 

(i) There was no written intimation in advance from the 
Atomic Energy Authorities about rendering assistanrr 
to any of their officers in tkat particular area. 

(ii) In the absence of such an intimation complete reliance 
by an deer of the rank of a CoUectm merely bmsmse 
of a printed letter head produced by the irnparrter is a 
strange thimg. 

(iii) The then collector was perhaps too gullible in accepting 
the identity of a complete stranger and issuing letter 
of recommendation in his favour. 

(iv) Even though there was a letter of recommendation from 
the collector, Cannanore, the procedure for obtaining 
sanction for giving the material on loan should have 
been followed and not deviated from. 

(v) No action was taken to regularis+ the issue of the stweu 
a a ) a M c v a , ~ t h e y w e r e i s r u e d r l l l r k ~ &  



the Chjef Engineer, nor was an intimation sent to U 
Atomic Energy Authorities regarding the issue of the 
material. 

(vi) When the stores were not returned for sometime, no 
efforts were made to write to the Atomic Energy autho- 
rities, w h x h  would have disclosed the fraud earlier. ,, 

(vii) The number etc. of trucks which took away the storas 
were not noted down  

$04 8.79 H m c  Affairs ((iovt. sf 1r:Jin) The Camnuttee appreciate the free and frank statement given 
before them bv the then Collector of Cannanore. They would surt- - 

Public W~nkq, 12lblii Hcdth, g e t  however ihat in order to safeguard against such -cases arising Ewinrain& Horn*: & in  future, it is desirable that the feasibility of introducing the fol- 8 
I ~ C  Dcptts. of &vt. uf 
k a l p  lowing measures is examined: 

(a) The Central Government should issue instructions to  all 
hIinistrres'Ucy;trtmct~ts;Orgarl~sati~~ns, etc. under them if 
not already done, that whenever any assistance is 
sought by their ornccr~ from State Government a u t b  
rities, a written intimation in advance should be sent 
to State Government and a copy of the same should be 
endorsed to the O ~ C C ~  of the Central Government. The 
ofTlcer of the Central Government should produce this 
document so as to enable the State oBcials to establish 
his identity before taking any action in the matter. 



(b) The procedure regarding issue of stores, either on loan 
or otherwise should be tightened up and suitably 
amended to plug the loopholes brought to light in this 
case. 

-- 

Public \V 'rks, Puhl c Hca'th, 
Enpmc* rhg,  Iicunr nnJ E'ln- 

I3:pr.s. of Govt.  of 
& t a i ~ .  
Public Works* Public Ha11 h, 

in . s ing  Dcpts. of Govt. ""& of CXaLa. 

Public Work Dcpn. 'Finance 
Dcpn. at GO:?. of Kcmla. 

The Committee hope that with the detailed information available 
with the police, they would be able to pursue the case vigorously 
and apprehend the culprit. 

The Committee notc with regret that there was no justification 
for the dclav in the investigation of losses disclosed in this case. 
Thcv desire, therefore, that the existing procedure should be 't: 
tiahtcncd furthcr $0 as to reduce the delays in such cases. The 
Committcstz also desire that the Public Works Deptt. and the Public 
Ile-rl+h Enqinecrinq Drptt. should take special precaution to pre- 
vent clodding of ccmcnt during storam or transit. 

The Committee feel concerned to note that the Kattmpally 
Project estimated to cost Rs. 31.49 lnkhs in 1958 and scheduled to 
be completed by 1961, was now expected to be completed by the 
summer of 1966 at the  reviscd cstima!ed cost of Rs. 52-81 lakhs. On 
top of that, the estimated return on capital invested has also been 
reduced by about M) per cent and the area to be benefited has been 
reduced by 25 per cent. These facts indicate that there has not 
only been defective planning of the project, but also them have 



h e n  d ~ f r c t s  in i t s  execution One of the reasons was stated to be 
the treacherous nature of mil. But it was admitted in evidence 
that investigation had not been made fully. It is not therefore 
surprising that estimates based on incomplete investigat'ons proved 
so unrealistic. The Committee also deprecate the abnormal delay 
that has occurred in completing the project and hope that it would 
br  eomnlctcd hy the rcvistd tarqct date indicated to them during 
evidence. 

1 h  The Committee also recommend that in planning and estimating 
such important projects. detailed investigations should be made 
Befsre hand to prepare more accurate estimates both regarding time 
and money required for the project. 

w 
The Cornmitt-e arc not convinced of the arguments advanced 2 

for placing nrdrrs with the highrct tenders i.rfnorinq the lowest 
tender resulting in an estrn cvpcnditurc of Rs. 1-32 lakhs. 

I t  is amprising thnt the opinion of Govt. changed as regards 
placing of order with thc lowcst tenderer later when thw ratified 
the  action of the Chief Engineer whq claimed to have placed the 
order with the h i~heq t  tenderer in p o d  faith. One of the reasons 
put forth in evidcncc. wns that the Chief Engineer in tho course! 
of his pr-rconal discustion qathrred t h ~  impressinn that the Madras 
Workshop was not ngrtvahlr to do the work. The Committee find 
no eddcnce in support of this contention. On the contrary thw 
find that the Chlef Enfiineer had not given sufflcfent time and 



technical data to the Madras Workshop, who had originally agreed 
to do the work on no-profit no-loss basis. 

The Committee a re  of the apinion that the action of the Chief 
Engineer in ignoring the lowest tender resulting in the extra ex- 
penditure cannot be fully justified. 

Public works Defnt.9 The Committee would like to he informed of the efforts made 
Pinm~c  DePtt of' to find alternative use for two surplus shutters. Gavt. of Kerals. 
Home :lfl"iru, Finance, The Committee feel concerned to note the magnitude of the 
Ilcfn., Plannig <:om:n~.;- task involved in the work of anti-sea erosion in the State of Kerala 
sion of Govt. of InJia. and comparatively slow progress made so far. The Committee find - from the note that there is a loss of about 15 to 30 feet of land 
Pt~bllc work DWt., every year in some places owing to sea erosion. As an example 
F'nance DcPtt.rbGm.t it has been stated that roughly about 800 acres of land in Chella- 
of Kaala.  nam and Vypeen area, about 300 a m 3  in Pallithode and Anthaka- 

razhi region and an equal extent in Quilandy and Tellicherry area 
have been consumed by erosion in the past 20 years or so. 

On the request of the State Government that the Gwernment 
of India mlght :ackle the problem at the National level financing the 
entrre e ~ p t n d i t u r e  thcmselvcs, owing to the magnitude of the 
problem, the huge expenditure involved and the State's inabilitg 
to take  it up, Govt. of 1nd:a have informed them that the 
existmg pattern of financing anti-sea erosion works was proposed 



to be continued during the 3rd Plan and that a change in the 
pattern during the Fourth Plan will, however, be considered. 

In the opinion of the Commitee, if anti-sea erosion scheme is 
to succeed, the project will have t o  be taken up as a whole and 
not by tackling the problem piecemeal or on ad hoc basis i.e. where 
and when the sea chooses to strike. Considering the importance 
of the project in Kerala where presiure on land is so heavy and 
where there is constant fear of loss of life and property from sea 
emslon, the successful tackling of the problem is an imperative 
and urgent necessity. Moreover, if the entire project is taken up 
at the National level, there is every l i k e l i h d  of economy in the 
Project in the long run. Therefore, the Committee would urge 
upon the Gsvt. of Indm to have the whole matter properly exa- u 
mined with a view to implementing it expeditiously. 2f 

8.128 Public Worlu Depn., In this case the Committee feel that the Government was in- 
P1l'mncc Dent of volved in higher expenditure btacause of some collusion between the 

two tenderem. With proper vigilance on the part of the ofRcer 
concerned a situation like this could have been avoided. 

Do. The Committrce would like the Departments to make proper 
enquiries about the contractors before allotting work to them so 
that situations like the one which arose in this case whereby the 
lowest tcndcrcr backed out and then worked for the higher tenderer 
may not recur. I: %I 

DO The Conunittee trust that such case8 will be avoided in future. 
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1x5 8.1 36 Public Works Deptt., The Committee And no justification for the payment of a sum ot 
F h n c e  De~t t .  of Rs. 82,201 to the contractor which could have been easily avoided. It 
Ga'. Kada* is unfortunate that before awarding the contract a more realistic view 

of the situation had not been taken and the fact that the same con- 
tractor had backed out from another work and then worked for the 
higher tenderer had not been taken into consideration The Commit- 
tee desire that an investigation into this case should be made and 
suitable action taken against the contractor. 

Do. The Committee are unable to discover any reasons in thls note or 
in evidence as to why increased rates were given to the Society who 
themselves wanted to do the work a t  old rates. In view of the 
Society's earlier acceptance of the old rates, subsequent enhancement 
or the rates seems inexplicable. In the absence of any convincing 
reasons, the Committee are of the view that the increase in rates 
given to the Society after the work was entrusted to i t  was not 
justified. 

Do. 

Do. 

While the Committee appreciate that the P.W.D. are autharised to 
take up only budgeted items of work, they feel that with forethought 
and proper planning, it should have been possible to make suitable 
provision for this work in the Supplementary Budget. 

The Committee are unable to accept that paucity of funds was the 
reason for not entrusting the entire work to the contractor on tbe 



basis of the lowest tender quoted by him. This is also borne out by 
the fact that as mentioned in the A u d t  Report construction of 1600 f3. 
of sea wall was completed over a period of three financial years The 
Committee hope such cases involving extra expenditure to Govern- 
ment would be avoided. 

8.160 work D ~ ~ . ,  Though the case relates to a contract involving construction work 
8.161 Finance Depn., more than 20 years ago, what has caused grave concern to the Com- 

8.162 Law Depn. of Govt. mi:tee is the fact that no paper (even the agreement connected with 
the dispute) had bccn produced by Government, nor was any evi- of Indm dence produced before the Commission appointed by the Court to 
assess the amount of decree. 

It appears from the notes furnished that there has been delay at 
var.ous stages after the suit was filed in the Court in 1958. The iinal 
iecree was issued on 13-7-1962. In between, the Commission was 
lppinted on 26-10-1960. Therefore, Government cannot take the 
plea that owing to paucity of time. the records could not be produced. 
The Committee feel that there hove been lapses both on the part of 
the Government plcndcr and the officials dealing with this case whicb 
resulted in the Covernment being placed in an embarrassing pusition. 

Tht. Committee would like to stress the importance of ensuring 
that all possible mtmures arc taken in time to defend cases of Gov- 
ernment. It  is alsa imperative that all relevant records relating to 
contracts, especial! y where disputes arise, are carefully presented and 
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maintained. The Committee desire the Finance Department to issue 
suitable instructions in the matter. 

Public Works Deptt. The Committee trust that such cases of faulty designing, which are  
o f G m .  of Kenla.  fraught with the risk of involving human lives would be scrupulo~sly 

avoided by the Department. 

Public Worb Deptt., This is yet another case where work was undertaken on the basis 
Deptt. of of insufficient investigation resulting in an infructuous expenditure Gov~. of Kcrala. of Rs. 1.36 lakhs. 

Do. 

The Committee are surprised to come across several cases of this 2 
nature which do not speak well about the working of the Department. * 
They deprecate the tendency to take u p  engineering works without 
full and proper investigation of essential data and without carrying 
out necessary t ~ s t s  etc., especially in cases involving large amounts. 
They would desire this tendency to be curbed. 

The Committee feel unhappy to note that even though the Depart- 
ment had concluded that the cracks occurred due to negligence of the 
contractor, no action was takcn for about 7 years (between 1958 and 
October, 1965) to recover the amount spent by Government in recti- 
fying the defects. The Committee desire that serious notice of such 
negligence and lapse on the part of omcers concerned should be taken 
and responsibility should be fixed in this case, 



Do. 

Do. 

Do. 

The Committee are perturbed to note that although the Superin- 
tending Engineer had expressed doubts about the works, the Execu- 
tive Engineer thought it fit to go ahead with them. As no extenua- 
ting circumstances exist for justifying the action of the Executive 
r-tginccr, the responsibility rests squarely on the Executive Engineer. 
The Committee desire that suitable action should be taken against 
him. 

The Committee trust that in such cases efforts would be made to 
utilise the services of surplus stafT elsewhere instead of keeping them 
completely idle. 

The Committee are surprised to note that when the tenders were 
invited, it was not specified that the contractor would be given sand 
free of seigniorage charge. The contractor was quarrying sand from 
March, 1962 to December, 1963 whereas the notificatidn was issued in 
1964 under the Government Notification of 1958 exempting the con- 
tractor from the payment of seigniorage charges. 

In evidence it was stated that when giving the estimates, the data 
worked out did not include thc seigniorage charges according to the 
report of the Chief Engineer. The Committee desire that the state- 
ment of the Chief Engineer, Buildings and Roads, may be verified 
from the data sheets and a report submitted to them. 



--- 
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126 8 201 Public Works Deptt. The Committee are unable to understand as to how the Govern- 
8 201 Finance D e w .  of ment gathered the impression that the Bombay merchants would 
8 203 Kernla- utilise the Quilon Port instead of Cochln Port. I t  is all the more 
8 204 surprising that at the conference held on the 27th June, 1958, no 

Bombay merchants were present for whose benefit the construction 
of godowns was stated to have been undertaken, Neither did they 
approach the Government for such a facility. I t  was also not clear 
to the Department whether the Bombay merchants would need the 
storage facilities or not. Further, no traffic survey also was conduct- 
ed to find out as to how far the construction of godowns would benefit 
the merchants engaged in the cashewnut trade. CI 

The argument that the local business community did not make -;la 
any representation or raise any objection in regard to the construc- 
tion of godowns for the benefit of Bombay merchants is hardly rele- 
vant. ActuaLly no Bombay merchant imported raw cashewnut 
through the Quilon Port with the result that the godowns constructed 
for their exclusive use remained unoccupied for long periods. 

The Committee are further surprised to note that even after the 
construction of godowns, the Government did not take any steps to 
notify the Bombay merchants that the storage facilities would be 
available at the Quilon Port. 

What is more unfortunate is the fact that while it was stated in 
evidence that the construction of godowns was just an ad hoc deci- 
sion, in the note furnished to the Committee later, i t  has been stated 



that the construction of the two godowns at Quilon was taken up & 
a part of a long term plan for the development of the Quilon Port 
by provrdmg adequate storage faci1,tres a t  the p r t  area and not to 
serve the interests of Bombay Merchants alone. The Committee r e  
gret that t h ~ s  fact was never mentioned either to Au&t or  to the 
Comrn~ttee In the course of evidence. I t  is obvious that no realistic 
assessment of the requirement of storage fauhtAes for the Bombay 
merchants at Quilon was made, as a result of which the two godowns 
rcmaAned unut~lised for nearly two years or more resulting in loss of 
revenue to the tune of about Rs. 32,803. 

Pcrbl'c Work6 Depn. W h h  appreciating that the margin of profit had decreased due 
G ofKcrlh to the mcrcased cost of oprration. as s result of increased taxatioq 

the Committee hope that with the increase in the passenger' traffic, 
the profits of the State Transport Undertakhg would show an 3 
increase. f 

Do. 

Do. 

The Committee hope that early steps would be taken to dispc#le 
of the unserviceable stores, still lying with the Department. The 
Committee are  concerned to know that these surpluses have accu- 
mulated over a period of 20 years. 

?'kc Committee desire that immediate steps should be taken to 
rcconcilc the discrepancy of figl~res noticed betwecn the Demand, 
Collection and Balance Statement and balance sheet and a report 
submitted to them. It sliould sl .o be ensured that a11 necessarg 
entries in the Demand, Collectio \ 'and Balance Statement We made 
in time so as to avoid discrepanc~es. 



I p  8 220 Public worka Depn. of The Committee feel that there has been inordinate delay in 
8.221 Gm. of Kerala arriving at a satisfactory and a mutually acceptable solution in regard 

to the settlement of the claims. The difficulties were not of such Kmla Rmd Trampon insurmountable nature as to justify a delay of over 14 years The Cotpa. Committee also feel that there was a further delay in actually 
rendering the invoices after the decision of the conference in April, 
1964. 

The Committee would like to be informed of the progress of the 
settlement of claims through the subsequent Audit Reports. 

Do. 

Do. 

The Committee suggest that vigorous steps be taken to clear the 
dues outstanding. k 

The Committee flnd no reason why there are arrears under pri- 
vate hire when there are already rules requiring the collection bf 
hire charges in advance whenever buses are hired out to private 
parties. The Committee desire that the rules in this regard should 
be strictly enforced. 

In this case, due to failure to comply with the formalities in regard 
to the operation of the vehicles the tax refunds could not be obtained 
from the Transport Authority. The argument that the Corporation 
would not be able to furnish satisfacory evidence to RT.0. is hardly 
convincing. It should have been possible for the Corporation to 
colicxt the details from the log book and furnisH the same to the 
Transport Authority. 



The other disturbing factor is that the Corporation has not m- 
slderd it necessary to call for the explanation of the persons 
cuncc.sned for the failure. 

The Conunittee hope that suitable steps would be taken to  remove 
:he defect, if any, in the q-stem. Thcy also desire that necessary 
,.!structions be ~ssued in this regard and suitable action taken against 
tne persons who fail tu comply with the instructions. 

'I'hc Comrrilttcc note that special staff had been appointed to 
collect all the necessary details for the xear 1964-65 and for the 
currcnt year and it would be possible for the Corporation to present 
a claim which would be capable of verification. They hope that 
claims for refunds will not be allowed to fa11 into arrears i n  future. 

)r 
The Committee are perturbed to note that the loss under this 

w.ng is irlcrcasmg year after year and the loss for the year 1964-65 
IS of the order of 13s. 2.5 lakhs- 

Thc Committee suggest that it should be examined what econo- 
mies, administrative or otherwise, should be effected in the service, 
so as to eliminate lossts. The Committee also suggest that the feasi- 
btl~ty of introducing conccss~onal tickets for students may also be 
cxnrnmcd. 

The Committrc also dcsiru the Depxtment to examine whether 
the canal rules wh ch were frarncd several years ago require any 
arnmdmrnt particularly in regard to mamtenance of the crew. If 
so, suitable s t e p  should be taken immediately in that direction 
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The Committe~ consider i t  highly improper for the Department 

to h ? v ~  fixed the p l y  on a different interpretation of the Government 
ordpr. on presumptions, without seeking the clarification of the 
orders relating to fixation of pay from the authorities, who had issued 
the orders. T h ~ v  desire the Ftnance Department to issue necessary 
instructions in this  regard t n  avoid recurrence of such instances. 

Thcv h ~ p r  that this cn+c would not he treated as a precedent for 
rcgrlnrisin~ irre,gular fixation of pay in future. 

The Committee are unable to understand as to why the period 
of the contract was extended when there was no legal obligation 
on the part of the Government to do so, specially stme the Depart- 
ment was aware of the fact that the market price had come down 
when the period of the contract was extended. 

The ceiling rate fixed by the Government for local purchase by 
institutions in Trivandrum during the period was only Rs. 3.25 
per 'para' of charcoal. Further, certain institutions in the m a f m i l  
not covered by the rate contract had made local purchase of char- 
coal during the same period at varying rates not exceeding Rs. 3 
per 'para'. I t  is therefore surprising that the contract was extmded 
a t  Rs. 6 50 per 'para' involving an extra expenditure of about 
Rs. 43.460. If it was considered necessary to  extend the contract on 
compassionate grounds, the contractor should have been asked to 
supply charcoal at the prevailing market rate which was much 
less. I 



Do. From the facts placed before them, the Committee have not found 
adequate justification for splitting up the tender and awarding a 
portion of the supplv to a firm at a higher rate. The Committee 
are surprised at the manner in which this case has been dealt with. 
Thcy note that the orders with the Madras firm had to be cancelled 
as it failrd to commence supply within 15 days. Tn the meantime, 
the firm period of the local firm with which the part s u p ~ l v  of 
2O.On0 rcn.nq had been arranged also expired. Tenders were called for 
for the third time and orders were p l a c d  with a firm in Bombay 
for the supply of 20.000 reams at Rs. 2-45 per Kg. which resulted 
in an extra expenditure of about Rs. 1.46 lakhs compared with the 
lowest rate of Rs. 1.73 per Kg offered by the local firm. 

From the notes furnished at the instance of the Committee. it g 
is seen thnt apart from the present case the Government have W 

rnodificd'overru?cd the rccommrnd~tion of the Stores Purchase 
Committee in rccpcct of several cases. The Committee are of the 
opinion that thcrc is no point in constitutinq a committee s~eciallp 
for a pnrt;cular purpose i f  its recommendntionl; are modified or 
overrulM in a lnrgr number of cases bv the Government. 

The Committee ~ O ; J P  t4-11 with the settinp up of the Departmen- 
tal Purchase Committc~., t \ ! - ' I  : ~stnnces would not recur. 

I37 10.9 Rcvcnue Ikptt .  Pinancc Tho Committet! regrct that from thc very bcginnbq the entire 
DcW. ( f ( k t  01 I h a l a  case in regard to the contract was not properly processed. The 

Committee consider it cxtremcly unfortunate that Govt. should 
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have entered into an agreement which was later found to be 
ultra vires. The Committee also feel that Govt. should have taken 
prompt steps to revise the agreement a s  soon as it was found that 
the original agreement was ultra vires instead of allowing thf. 
stalemate to continue indefinitely. They suggest that the question 
of revising the agreement should be considered and while doing so 
the question of su~tahly enhancmg the licence fee should also be 
considered before the license is renewed so that the financial in- 
terests of Govt. are safeguarded. 

h, 
10 13 Revenue Depn. F i w m  The Committee are of the opinion that the variations between $ D e ~ n .  Of &'''. of the budget estimates and the actuals in respect of receipts under 

the State Sales Tax are very much on the high side. They hope that 
efforts would be made to improve the budgeting technique and 
arrive a t  more accurate estimates of the receipts under various 
heads. 

ro. 16 The Committee suggest that the ~epa r tmen ta l  Audit should be 
strengthened so that all such cases are detected by them. They 
also desire that necessary instructions be issued to all officers to be 
careful in their assessment work so as to avoid irregular grant of 
exemption 



Dn. 

Do. 

Do. 

Do. 

Do. 

The Committee are unhappy to note that the case detected to- 
wards the end of 1964 is still in the process of revision. They hope 
that the matter would be expedited. The Sales Tax officers should 
also be instructed to be careful in such matters. 

The Committee hope that such instances would not recur: 

The Committee suggest that serious notice should be taken of 
such cases of ignoranc; about the provisions of the Law as result 
in irregular grant of concessions. 

From the note, i t  is seen that action has been taken in respect 
of several cases to revise the assessment. They hope that assess- 
ments would be made properly and would as far as possible avoid 
the necessity of revision of assessments subsequently. N 

00 u 

In this connection the Committee suggest that apart from giving 
to the omcers a refresher course, efforts should also be made to see 
that the assessing oficers keep abrest of the latest orders and ins- 
tructions, so that incorrect assessments are reduced to the mini- 
mum, if not altogether eliminated. 

145 10 .33  Do. The Committee would like to be apprised of the Anal outcome 
of the case. 

1445 1 0  37 Do. The Committe arc perturbed to note that arrears of Sales Tax 
and the Agricultural income tax as on 36-9-1965 are Rs, 331'08, 
lakhs and Rs. 57 lnkhs respectively. They suggest that vigorous steps 



including the setting up of n special machinery, if necessary, should 
be taken to liquidate old arrears and avoid accumulation of current 
donancis. 

147 1 1  la  Finance(Govtof1ndia) The Committee feel that when more than 50% share capital of a 
---- Company is held by the Government directly or indirectly then, it 

Finansc Deptt. of must come w~thin  the definition of the Government companies and 
G,)vt. tlf Kctala must be subjected to some financial control and discipline which is 

attracted by Goverment companies. Keeping this in view the Com- 
rmttee dcsire that the qucstion as to how exactly the state of the 
companies could be restorgd as Government companies may be exa- 
mined. They would, therefore, suggest that the feasibility of invest- 
ing some more funds directly by Government or if necessary by pur- 
chasing some shares frum the Kerala State Industrial DweIoprnent 
Corporation may be examined so as to restore the status of the com- 
panies as Government companies. In the meanwhile the Committee 
also desire that an order should be issued to the effect that the 
balance sheets. accounts 'and reports should be placed on the table 
of the House. 

148 1x13 Finam In the opinion of the Committee the peculiar position in respect 
- - of the two cvmpanies which could not be called Government owned 

Deptt. of Cnmpany companies and hence were not accountable to Legislature needs to be 
Law Gw. of India 

----- - -  - - examined as it appears that such a situation had not been envisaged 
Fimnce D e p .  GO*. of K d s i n  the Companies Act. 1956. They would s ~ l g g a t  that the -& 



rnent of Company Law of the Government of India should examine 
this aspect of the matter. 

'49 I I .I& Finance (Govt. of India) The Committee feel that such large savings only indicate that pro- ___ visions In the budget are made without proper planning and adequate 
Finance Dep*. of preparation. They deprecate such tendency on the part of the Depart- 
Kerala mrnts as this results In ullnccessarily inflating the budget and thereby 

lwlonp up funds which could be better utilised for other s e h m  
and prujects. Since large sav:ngs are indxative of loose budgeting, 
the  Cotr~mittce would suggest that the administrative Departments 
should make eflorts to frame their estimates more realistically and 
with a greater degree of precious to avoid a supplementary pant 
which cannot be utilised. In the circumstances, the Committee are 
of the opinion that there is scope for improvement in the budgeting 

-4 !$ and control over expenditure. 

r 9  I t  31 F ' i  (Gw< of India) The Committee regret to note that owlng to the so called revi- 
sion of the policy, there was a saving of 100% and the entire provi- 

Finance Deprr., 
Fxfucadon sion had remained un~ttill-ed. They cannot help observing that th is  
Dupn of Govt of Kernb is a case which lacked proper planning and forethought. The Com- 

mittee also find it difftcult to appreciate how the total work load 
came down by changing the ratio of students and teachers from 1:40 
to 1:45. 

i j i  I r 35 Finance (OWT. of India) - The Committee do not understand as to why there is so much 
Pi- Dep~t,.&vcnw delay in in~pleincnling Lhc schemes. The Committee also deprecate 
Dcpt. ofGovt. of Kmln that the p a n t  was obtained much before the rules were framed. 



152 II . 37  Finance (Govt. of India) They desire that the Finance Department should issue suitable in- - structions to avoid recurrence of such cases. Finance Deptt., Govt. of 
Kerah The Committee desire that the practice of obtaining only token 

grants, where there is likelihood of delay in  the implementation of 
a scheme, should be resorted to wherever feasible. 

153 1 . q j  Finance (Govt. of India) The Committee desire that comprehensive orders should be issued 
for the strict observance of the principle that no expenditure on a 

Finance Deptt. 1 "New Service" should be incurred without obtaining a vote of the Education Deptt./ Legislature. !& 
Industries Dmtt. w 

Public ~ 0 t h  Deptt. of 
Govt. of Kuala. 

154 11 53 Finance, Deptt. of Govt. The Committee feel that in this case not only there was a breach 
Kcrala. of warranty but also a claim was paid in respect of the risk which 

was not insured at all. The subsequent acceptance of the extra pre- 
mium of Rs. 628 perhaps imposed some obligation to pay this claim. 
But neither in law nor in practice any Insurance Co. is bound to pay 
claim for the risk which was not covered. The Committee feel that 
the Government had been over generous a t  the cost of the tax payer 
in this case. The desire to keep good business relation should be 
conditioned by the over-riding interest of the tax payer. The Com- 
mittee hope that such cases would be avoided in future. 



12.1 Public W& Depn. During the course of examination, the Committee have ~RIE 
11.1 across the following types of cases in the matter of designing and 

F-* of execution of works in the State:- Govt. of Kaola 
(i) defective preparation of estimates and consequent accept 

ance of a tender other than the lowest (Para 8.5) 

(ii) defective exercution of works (Paras 8.96, 8.181, 8.184) 

(iii) incorrect Axation of quantities of works to be executed 
(Para 8-14) 

(iv) additional payments to the contractor which have 
been easily avoided (Para 8.136) 

(v) unjustifiable increases in rate p a r a  8.145) and 8 
(vi) cases of faulty estimate/deslfgn (Para 8.23 and 8.168). 

These point to the necessity of an administrative technical check 
on the execution of works by the State P.W.D. In this connection the 
Committee recall that in the Centre there is an organisation under a 
Chief Technical Examiner who is responsible for effecting an fnde- 
pendent and uninterrupted technical audit of the works executed by 
P.W.D. The Committee recommend that Government should con- 
sider the aetting up of a aimliar organisation in the State. --- -- - .-- ------ .= - -  - 
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